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ABSTRACT

The thesis investigates the factors determining the effort put forth by industrial workers
in Britain during the second half of the nineteenth century and the first two decades of the
twentieth. Why was so much energy and of such kinds put into work, and neither more
nor less? What was the contribution of culture and institutions? And in which ways, if
any, did the conduct of labour change over time? Labour effort contributes significantly
to productivity differentials, between factories and across nations, and its study thus sheds
light on that slackening of Britain’s economic performance which historians have detected
in the late Victorian period. Yet it is, additionally, a subject of interest in its own right.
Work was the preponderating element in a man’s daily experience, and much of the wide
range of factory life found reflection in the matter of how hard he laboured and in what
way. Indeed it is the contention of this thesis that an explanation of the level and forms
of effort in the late nineteenth century must make reference to the workshop environment
and its associated customs and social relationships.

These arguments are illustrated by detailed studies of the shoe and flint-glass
trades. Despite obvious contrasts between these industries, important similarities are
found to exist in the issues surrounding labour effort. In both industries operatives limited
output; shoe and glass employers alike contributed to the failure to fully realise the
productive potential of their establishments; the social equilibrium of both industries was
subject to mounting competition from overseas - a challenge compounded in the shoe trade
by rapid technical change; and in each case these disruptive tendencies eventuated in
industrial confrontations which, however apparently successful for employers, left the
fundamental characteristics of industrial organisation unchanged. These themes were
common, not merely to glass and shoe manufacture, but to a range of major industries.
The culture of output limitation was, we conclude, widespread in industry in this period,

and emerged from similar reasons out of similar contexts.



LONG ABSTRACT

This thesis is concerned with the place of labour effort in British industry between the years 1850
and 1920. Worker effort is an important factor in productivity differentials between firms,
industries, and nations. Yet it is of interest, also, in its own right. Work, especially in the
nineteenth century, was the predominant element in a man’s life. To the workplace he gave the
larger part of his best hours and days, and much of the range of factory life lay concentrated in
the matter of how hard he laboured and in what way.

Indeed it is the contention of this thesis that if we are to understand the level and forms
of effort in the late nineteenth century we must make reference to the workshop environment.
Only rarely was output a straightforward reflection of the mechanical properties of machines or
the physical capacities of their operators. Most workmen could influence their weekly output.
It does not follow that the observed level of production was wholly a consequence of employee
strategy. Effort levels primarily reflect cultural traditions sanctioning certain intensities of
exertion as normal and fair. These cultural traditions are historically specific, and help to
explain why the pace of work may be faster in one country than another, or in one period than
another. Further refined by the conventions of particular industries, these customary effort
norms provide the basis of the contract between employer and employee. In contrast to writers
like Lazonick and Edwards, it is argued that it is compromise not contention which lies at the
heart of production.

Yet effort is also subject to the decision taking processes of workmen and employers,
and it is with these that the thesis is chiefly concerned. Workmen, individually and as organised
in unions, produced an output below which they knew themselves to be capable. By so doing
they secured space within which they could realise a range of objectives besides the short-run

maximisation of income. Employers, too, had goals other than income maximisation, and to



some extent this facilitated labour’s attempt to mould the workplace environment to its needs.
For example, the desire to minimise the stress of organisational change helped workers
consolidate their control of shop-floor processes. But employers affected worker behaviour more
directly. Thus their concern with the relative wage levels of their hands formed an important
motive for cutting piece-rates, which in turn discouraged workers from seeking to increase output
and earnings.

In short, workmen and employers sought to realise through industry a multiplicity of
ends. If some were compatible, others were inconsistent. What helped provide the basis for
compromise was the competitive advantage which British manufacturers enjoyed at mid-century
vis-a-vis their foreign rivals. A ‘margin of slack’ within the economy permitted producers to
indulge their preferences without immediately imperilling profitability or employment.
Correspondingly, as other nations industrialised and the ‘menace’ of overseas competition grew,
the manufacturing system was subject to a greater degree of pressure.

These arguments are illustrated by studies of shoe manufacture and flint-glass making -
industries which provide a set of useful contrasts. The former supplies an example of a semi-
skilled trade, though with elements both of handicraft technique and unskilled sweat-shop labour.
It was undergoing, in the second part of the nineteenth century, unprecedented technical and
organisational change. Flint-glass, on the other hand, was a product of highly skilled labour
using methods little altered for centuries. Despite these differences, in matters affecting labour
effort important similarities are revealed. In both industries operatives limited output; shoe and
glass employers alike contributed to the failure to maximise productivity; the social equilibrium
of both industries was subject to mounting competition from overseas - a challenge compounded
in the shoe trade by rapid technical change; and in each case these disruptive tendencies
eventuated in industrial confrontations which, however apparently successful for employers, left
the fundamental characteristics of industrial organisation unchanged. And these themes were
common, not only to glass and shoe manufacture, but to a range of major industries. The

culture of output limitation was, we conclude, widespread in industry at this period, and emerged



for similar reasons out of similar contexts.

Chapter one discusses the nature of labour effort. An important tradition has conceived of effort
from a subjective perspective, in terms of the attitudes and experiences of the worker. Yet this,
we suggest, can lead to paradoxical conclusions and overlooks the benefits and satisfaction people
can derive from work. Consequently, like Marx, we define effort objectively as exertion
directed toward a determined end. However the complexity of work effort means that though
we may be able to estimate the direction and order of magnitude of changes in effort, precise
measures of the sort put forward by Bennett and Smith-Gavine are considered inadequate.

The distinctively ‘open’ nature of the labour contract is then discussed with reference to
analyses of such authors as Marx, Marshall, Commons, and Williamson. Though formally
indeterminate, the intensity of effort reflects, in practice, social custom and the structure of
rewards and penalties within the workplace. Two contrasting approaches to work motivation are
identified: the needs approach, associated, in particular, with Maslow and Herzberg, and the
reinforcement or expectancy approach, exemplified in the writings of Vroom and Lawler. The
latter, it is concluded, is the more fruitful, in that it possesses greater generality and flexibility
and incorporates the chief insights of needs theory.

In chapter two the emergence of effort as a ‘problem’ attracting the attention of
employers and social commentators is attributed primarily to the growing prevalence, after 1850,
of centralised employment contracts. The reasons for centralisation are reviewed, in particular
the recent work by Gregory Clark contending that workers ‘effectively hired the capitalists to
discipline and coerce them.” Through putting-out and sub-contracting employers had been able
to devolve the organisation and motivation of labour on to others; as these systems declined, so
did they confront issues of labour discipline for the first time.

The conscious limitation of output is considered in chapter three. It is found to be a
widespread phenomenon, assoclated with unorganised as well as organised workers. Four main

motives for limiting output are identified, viz., (i) the desire to maintain the standard rate of



reward; (i1) a belief that greater productivity could lessen total employment; (1i1) a reluctance to
sacrifice quality to quantity; and (iv) a wish to maintain traditional wage hierarchies from the
disruptive effects of competitive individualism. Chapter four places output limitation in a wider
context. By controlling production, operatives were contributing to that more general tendency
within Victorian Britain to reassert social control over the economic process. Underpinning the
ability of workmen and employers to pursue objectives besides market efficiency was what Alan
Fox has called a ‘margin of slack’ within the economy, attributable to Britain’s technical lead
and the resources economic growth had generated.

The thesis next considers the structure of rewards and penalties developed by employers
to induce effort from their operatives. Chapter five reviews the various monetary incentives and
supervisory sanctions available, including piece-work, profit sharing, internal labour markets,
and efficiency wages, before charting their diffusion through the economy. Although the
proportion of operatives paid piece-wages probably increased after 1850, it did so only slowly,
and for most of the period 1880-1914 approximately two-thirds of industrial employees were
remunerated by the hour and one-third by the piece. The reasons for this stability are discussed.

Chapter six analyses the operation of incentives in detail. The cutting of piece-prices by
employers subverted payment by results as an incentive to extra exertion. However it does not
follow that employers behaved irrationally: for they looked to piece-work primarily to stabilise
effort with a minimum amount of supervision. The role of promotion as an incentive is also
considered, it being suggested that its effectiveness was compromised by a range of factors,
including the comparatively narrow wage differentials within the workplace and union claims for
seniority and skill to be regarded as the chief grounds for advancement. The following chapter
similarly focuses upon the conduct of supervision and labour discipline. Developing on the work
of such people as Lewchuk and Lazonick, it is shown that managerial structures within British
industry were weakly developed. Operatives were thus accorded significant autonomy in matters
relating to the conduct of their work. In addition workmen, particularly when organised in

unions, acted to limit the scope for disciplinary procedures. Consideration is given to the role



of efficiency wages. A cross-sectional analysis of the structure of earnings in a number of
industries in 1924 provides some support for the idea that capital-intensive firms paid above-
average wages in order to increase the returns on capital investment.

Chapter eight traces the tendency towards compromise in British industry. Though
neither labour or capital was wholly satisfied with the system of manufacturing which had
emerged by the late nineteenth century, no important group was prepared to devote the resources
and incur the risk of restructuring existing institutional arrangements. Some comparisons with
America are drawn. It was commonly believed that the American economic environment was
more conducive to high levels of output and earnings, and it was certainly the case that
productivity was greater in America than Britain even when - as the shoe industry illustrates -
comparable machinery was utilised. An important factor shaping attitudes to incentives in Britain
was the class system, which encouraged the pursuit of positional goods like relative income and
status, as against higher living standards and growth. Chapter nine emphasises the continuity
of business practice and attitudes in the decade leading up to the First World War -
notwithstanding some important challenges to union workplace controls and new departures in
methods of remuneration and factory administration.

The following five chapters concentrate on issues surrounding work effort in the boot
and shoe industry. Chapter ten shows how the putting-out system enabled the merchant-
capitalists to avoid the problem of inducing effort, whilst the weak bargaining position of the
outworker ensured that the price per unit of effort was low. From the 1860s, however,
mechanisation began to transform shoemaking into a factory trade. This process was at first
slow and piece-meal; however in the 1890s the National Union of Boot and Shoe Operatives,
which represented the factory hands, pushed forward the centralisation of employment as a
means to strengthen its negotiating position.

Chapter twelve recounts how, in the context of new factories and new machines, labour
effort became a point of controversy for the first time. Employers took advantage of changing

production conditions to substitute time for piece-wages. This, in itself, diminished the incentive



to exertion, but employers failed to compensate for this fact by strengthening supervisory
procedures. Consequently the speed of work became a matter of contention, as operatives ran
the machines at below feasible rates with the active support of the Union. Employer annoyance
at this policy culminated, in 1895, in a nationwide lock-out, as employers tried to secure a free-
hand in the management of their factories. Though the Union was defeated, the day-to-day
control by workmen of the production process was not broken, and from the turn of the century
complaints of output restriction reached a new pitch.

Chapter thirteen considers the reasons for the failure of shoe manufacturers to fully
exploit the productive capacity of their establishments. Emphasis is placed on the poorly
elaborated systems of promotion and wage hierarchy; inadequacies in the operation of payment
by results and the move to day-labour in the 1890s; the low levels of supervision; and Union
interference in questions of remuneration and discipline. Chapter fourteen summarises the
leading features of the effort problem within the shoe industry.

In Part three a second case study is made of labour effort in the flint-glass trade.
Chapter fifteen describes the leading features of this branch of the glass industry, focusing upon
the processes and organisation of work and the idiosyncratic methods of shift-work and wage
calculation. Chapter sixteen investigates the problem of work effort in the flint-trade. Emphasis
is given to the Flint Glass Makers’ Society. Founded in 1849, the Union represented the great
majority of glass makers, and dominated the industry in the second half of the century. It
operated a thoroughgoing policy of labour control, including explicit limits to the daily
production of each glass maker. The reasons given by the workmen to justify this practice are
found to be similar to those motivating output restriction in British industry more generally.
However the removal of tariff barriers at mid-century exposed the trade to low-cost competition,
and with its attachment to antiquated methods and low output the British industry began to
contract.

The next chapter reviews more systematically the means adopted by employers to secure

etfort from their workforce. In each case it is apparent that the methods used, however effective



in theory, were in practice subordinated to the long-established customs of the glass house. Thus
although wage differences were significant, promotion to higher paid positions was largely in the
control of the Union which sought to reward patience and seniority before hard work and
enterprise. Similarly the piece-work system, though helping to stabilise performance, was
prevented from encouraging greater productivity by Union-imposed output ceilings. Supervision
in the glass house was never strict. More, even, than in other industries were the men left to
exercise their skill free from close monitoring.

Chapter eighteen discusses the effectiveness of effort inducement. As in shoe-making,
a substantial productivity differential is shown to exist with the United States. Owing to foreign
competition in the market for cheaper goods, British firms increasingly specialised in high quality
ware, in the manufacture of which traditional glass-house practices continued to possess
advantages. Union control of recruitment, for instance, gave employers ready access to a supply
of skilled labour, while output limitation prevented piece-work from encouraging scamping on
quality.

The fact nevertheless remained that by concentrating on high-quality, high-priced,
products, the industry was tying itself to a static market. As the attrition from imports
continued, unemployment amongst glass makers grew, thereby weakening the Union’s position.
Chapter nineteen describes how a lock-out at a Stourbridge glass house precipitated a general
move by employers to free themselves from Union controls. The Union crumbled surprisingly
quickly, and by 1903 it was a shadow of its former self. But, as we witness repeatedly in
industry in this period, the Union’s defeat did not coincide with any marked change in the glass-
trades fortunes or character. The same men were employed as before the stoppage. More
importantly, the attitudes of employers as well as workmen served to perpetuate the traditions
and outlook of the previous half-century. As chapter twenty concludes, the social arrangements
of the flint glass industry proved fundamentally resilient in the face of overseas competition.
Rather than adapt to new conditions, masters and men elected to retreat into the more artistic

parts of the trade where traditional ways remained unequivocal strengths. This strategy exhibited



several elements of what Sabel and Zeitlin have since called ‘flexible production’, though the
contention surrounding effort levels helped to prevent the sort of cooperative and symbiotic
relationship between masters and men which has been seen as underpinning the long-term success
of other craft industries in Europe.

A concluding chapter reviews the main results of the shoe and glass case studies in the
light of the theoretical approaches to effort motivation discussed in chapter one. Developing
upon an expectancy model of motivation, it is suggested that operatives in both industries limited
production because the anticipated benefits from greater output were insufficient to outweigh the
expected costs. The structure of firms in the late 19th and early 20th centuries, and their
systems of material rewards and penalties, the operative relatively little inducement to expend
greater effort. Further, in choosing how to respond to an incentive the worker was influenced
by workshop opinion, and in both shoe and glass manufacture, and indeed in British industry
more generally, it was held that an individual seeking to work harder would damage the long-
term interests of the workgroup as a whole. This state of affairs, it is argued, was not
necessarily irrational or dysfunctional since the foremost objective of employers as well as
workers was to stabilise the economic environment and its attendant social relations. Only as the
20th century proceeded did it become apparent in a wide range of industries, of which shoe
making and flint glass were merely prominent examples, that the developing threat from foreign

competition meant that existing methods of manufacture could not be sustained in the long run.
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Introduction

A land which could produce, within a century, both the Industrial Revolution and the British
Disease, offers a formidable challenge to the historian. The Englishman, described by Carlyle
in 1843, was a ‘terrible worker’, his Epic ‘written in huge characters on the face of this Planet -
sea-moles, cotton trades, railways, fleets and cities, Indian Empires, New Hollands...”! These
characters were tangible indeed. But others were to become more prominent and hardly less
often referred to. At the beginning of the 20th century the average American industrial worker
produced twice as much each year as his British counterpart.? Between 1873 and 1913 output
per man hour expanded at an annual rate of 0.9 per cent. in the United Kingdom - significantly
below that for the United States (1.6 per cent.) and France and Germany (1.5 per cent.). From
a figure productive of awe, the English worker often became an object of derision. Canadian
employers were said to have appended to the notice of vacancies: ‘No English need apply.™
Not that workmen were alone responsible for the slackening of Britain’s economic
expansion, or the emerging productivity differential with America. Export of capital, inefficient
management, entrepreneurial deficiencies, liabilities of an early start, schools, universities - to
these and other factors has Britain’s poor performance also been attributed. To acknowledge that
all played some part is to confess that a simple causal explanation is unattainable. What can be
asserted is that it is dispositions, objectives, and values which ultimately shape economic
conduct, and it is to this “human element,” and the institutions through which it operated, that
we must refer if we are to account for the leading features of British economic performance.

Below we investigate one part of the picture, viz., the effort put forth by industrial workers.

"'T. Carlyle, Past and Present (1843).
> A. L. Levine, Industrial Retardation in Britain (1967), p. 21; S. Broadberry, The Productivity Race (1997), p. 30.

YA Ofter, First World War (1989), p. 133.



Why was so much energy and of such kinds put into work, and neither more nor less? What
was the contribution of culture and institutions? And in which ways, if any, did the conduct of
labour change over time?

Besides being a factor in productivity differentials, between factories and across nations,
labour effort can also influence the rate of growth of production. Workers might exert
themselves more intensively over time; if one group of employees devotes more energy to
improving productive practice than another, the output of that group may expand more rapidly;
lastly, if operatives vary effort levels according to their preference for different types of
technology, the use of certain technologies will be encouraged or discouraged.

Work effort thus possesses a dual importance: as a factor in productivity and growth; and
as a subject of interest in itself. Work, especially in the 19th century, was the preponderant
element in a man’s life. To the workplace he gave the greater part of his best years, and much
of the range of factory life lay concentrated in the matter of how hard he laboured and in what

way.



Part I

Labour Effort and Its Place in British Industry, 1850-1914

Chapter 1

The Nature of Labour Effort and Factors Determining its Level

An important tradition has regarded work effort as something disagreeable to the operative, as
involving disutility, and for the performance of which the worker has, accordingly, to be
compensated. Jevons, for instance, defined labour as ‘any painful exertion of the mind or body.’
Underlying this conception is a subjective definition of effort, which makes reference to the
attitudes and experiences of the worker. This is the conception of effort utilised by Baldamus,
who provisionally defines effort as ‘the sum total of physical and mental exertion, tedium,
fatigue, or any other disagreeable aspect of work.’! It is supported by Guest, who remarks that
‘if we want to know whether workers are working hard, we should ask them.”?

However there are a number of problems with a subjective definition of effort. To begin
with, it can generate paradoxical results. Thus a person performing some task may only find the
later hours of the day tiring or irksome, yet we should not say that they were not working for
the earlier period. Baldamus has recognised the unstable character of work feelings. The
specific deprivations such as impairment, tedium, and weariness, which in sum, he says, provide
a theoretical definition of effort, are ‘essentially unpredictable, unstable, and beyond any form

of measurement.” The sensation of tedium, he notes, may at any moment give way to one of

' W. Baldamus, Efficiency and Effort (1961), p. 29.

2 D.E. Guest, ‘Have British Workers been Working Harder in Thatcher’s Britain?’, British Journal of Industrial
Relations xxviii (1990), p. 306.



traction - a sense of being pulled along by the rhythmic nature of the task, which 1s a pleasant
experience associated with feelings of reduced effort.! Similarly, Mondays are generally
characterised by greater feelings of weariness with the work situation than the latter parts of the
week: output is lower and rates of absenteeism high.?

Second, subjective definitions emphasising disutility overlook the benefits and happiness
people derive from work. Many people who have become financially independent choose to
continue to work, and a growing quantity of research testifies to the positive consequences of
work for the individual. A British survey conducted by Peter Warr in 1981, for instance, found
that 69 per cent. of employed men said they would continue to work even if they had enough
money to live comfortably for the rest of their lives. Indeed some studies have questioned
whether the expenditure of energy is disagreeable. Rats, for instance, fully provided for with
water and food, nevertheless run in activity wheels in proportion to the time during which their
activity has previously been restricted.*

Objective definitions of work accord more closely with what we mean when we refer to
the amount of work done by labour. Work is a particular mode of activity: it is effort
consciously directed to some end. This definition corresponds to that given by Marx, who
described the labour process as ‘purposeful activity aimed at the production of use-values.”
Some writers have inferred from this that effort admits of objective measurement, at least in the
sense of gauging the amount by which it has gone up or down. This has been the import of the
Percentage Utilisation of Labour Index (PUL), developed by Bennett and Smith-Gavine. These

authors define the PUL index as a measure of:

! Baldamus, Efficiency and Effort, pp. 76-77, 59.
*Ibid., p. 73.

3 C.f. D. Gallie, ‘The Quality of Employment: Perspectives and Problems’, in A. Offer ed., In Pursuit of the Quality
of Life (1996), p. 179.

* V. Vroom, Work and Motivation (1964), pp. 33-34.

* K. Marx, Capital, 1. (1867; trans. by Ben Fowkes 1976), p. 250; see also H. Braverman, Labour and Monopoly
Capital (1974), pp. 46-9.



the fluctuating intensity of human exertion per hour by factory operatives as

working specifically mandated equipment; as doing so according to stipulated

methods and with only the needed and advised movements; and working under

carefully noted general circumstances.!
What the measure seeks to capture is the rate of factory throughput, holding constant the
organisation and technique of working. Changes in the PUL index are then interpreted as
indicating changes in labour effort. The output figures themselves are presented as a percentage
of the standard feasible output calculated by time and motion studies. On the basis of a sample
of 177 factories, Bennett and Smith-Gavine estimate that the PUL index increased between 1980
and 1988 by over five per-cent, which they suggest indicates that workers have been putting forth
more effort since the commencement of the ‘Monetarist experiment.

The idea that the PUL index represents a satisfactory measure of changes in labour effort
has been strongly criticised by David Guest. He points out that the ‘standard times’ set by
industrial engineers cannot be considered as wholly reliable bench-marks by which to judge
performance: errors of at least 10 per cent. have been shown to exist; minor changes are
continually occurring in the way jobs are performed which are not immediately incorporated in
revised standard times; and numerous studies indicate the ability of workers to distort the
measures arrived at by time and motion study. Workers themselves find new ways to carry out
jobs which imply that output can increase though overall effort levels remain constant. More
significantly, Guest argues that work intensity and work effort are distinct entities, and even if
it 1s assumed that the PUL index captures variations in the former, it does not follow that labour
effort has itself changed. For instance, if a job with unpredictable stops and starts is rendered
more continuous, the daily throughput and intensity of work may be calculated to have increased,

but workers themselves might report that the work has become less fatiguing, with less waste of

energy. These and similar examples, Guest concludes:

' A. Bennett and S. Smith-Gavine, ‘The Percentage Utilisation of Labour Index (PUL)’, in D. Bosworth and D.F.
Heathfield eds., Working Below Capacity (1987), p. 353.

2 Ibid., pp. 352-3.



illustrate how throughput can be increased without increased intensity of labour.

They also illustrate the need to give careful consideration to the productive system

when linking intensity of work and output. Finally, they highlight the difference

between throughput, intensity and effort.’

The weaknesses of the PUL index reflect the general difficulties of constructing an
accurate measure of variations in work effort. Guest refers to laboratory experiments which seek
to monitor the respiratory, metabolic, and cardiovascular costs of various forms of activity.?
However these measures are not only of little applicability outside the controlled environment
of the laboratory, but themselves capture merely the physical dimensions of effort. Yet the
activity of work is, in detail, highly complex. It can be mental as well as physical, skilled and
less skilled, routine or innovative. Still more, work is ultimately inseparable from human life
itself. For man’s capacity to consciously direct his labour is his essential defining feature.
Tilgher, towards the end of an historical account of the meanings of work, provided his own
definition: ‘Work at its fullest is every process, every activity, by which man masters rebellious
matter and subjects it to his personality.”?

It does not follow that we can form no estimate of the extent and direction of movement
in levels of effort. When, for instance, an incentive scheme introduced into a factory with a
given technology and workforce is found to result in a significant expansion in output, it is not
unreasonable to assume that part of the increase is attributable to more vigorous application by
the operatives. Further, the testimony of workers themselves may be a guide since, as Guest
observes, several studies have demonstrated the existence of a positive correlation between
physical measures of exertion and the self-reporting of effort levels by workers.* What appears
to be infeasible - and this is especially so in the historical context, where we can rarely be

confident that other things are being held constant - are precise quantitative comparisons of the

level of effort expended by the same worker at different periods of time, or of different workers

' Guest, ‘Have British Workers been Working Harder’, 304.
2 Ibid., p. 307.
YA, Tilgher, Work (1931), p. 196

* Guest, ‘Have British Workers been Working Harder’, 307.



at the same time.

Labour Contracts and the Effort Problem
Labour is unique among factor inputs in that its possessor has an immediate interest in the
manner in which the asset - that is to say, his own person - is treated during production.
Further, the worker’s utility function may well diverge from that of his employer’s. Whereas
effort is often, at the margin, irksome, it is positively related to the firm’s output and profit and
an incentive problem is therefore likely to arise. One possible remedy for short-falls in agent
performance would be to specify in the initial contract all the employee’s duties in every
conceivable circumstance, and then ensure that the terms of this contract were fulfilled. Yet
rigorous contracts of this sort are hardly seen, largely owing to the ‘bounded’ nature of
rationality - the fact that man is subject to limitations in knowledge and computational capacity.'
It would be difficult enough, for any set of circumstances, to write a complete description of the
duties expected from labour. But conditions change unpredictably. A contract ‘optimal’ at one
moment may the next cease to be so. For reasons like these, observed labour contracts are
incomplete.” Frequently, little definite is said about what the worker is to do, or the speed at
which he is expected to do it. The employer, therefore, does not purchase labour effort. For
the duration of the contract the worker agrees, in return for a wage, to be managed by the
employer, who is able to adjust his deployment of labour to meet the ever changing conditions
of production.

Expressed otherwise, there is no fixed relationship between the amount of labour time
purchased by the employer and the level of effective worker effort - a fact to which Marx was
the first to draw attention. He observed that the worker did not sell to the capitalist his labour,

but rather his labour power, i.e., his capacity to work for a given period of time. To the

' H.A. Simon, ‘Bounded Rationality’, in J. Eatwell er. al., ed., New Palgrave A Dictionary of Economics (1987), 1.

266-7.

* O.E. Williamson, Markets and Hierarchies (1975), pp. 65-7; S. Tolliday and J. Zeitlin, ‘Employers and Industrial
Relations between Theory and History’, in S. Tolliday and J. Zeitlin eds., The Power o Manage? (1991), p. 11.

7



capitalist fell the onus of putting that labour to work, and only to the extent that he was
successful would labour create value in excess of its wage and hence ‘surplus value’ be
realised." The workplace thus becomes what Edwards has called a ‘contested terrain’, in which
workers seek to resist employer attempts to speed-up work so as to increase their profit.

The role of bargaining in determining the production and distribution of income between
workers and employers was also recognised shortly afterwards by Alfred Marshall, who saw it
to be a corollary of his concept of composite rent. When, Marshall observed, the total income
accruing to two separately owned resources used together exceeded the sum of their incomes
when used individually, this additional income could be considered a composite rent.> Take the
case of a particular group of workers employed over time by a given firm. As the workers gain
familiarity with the idiosyncratic features of the firm’s machinery, lay-out, product etc., and as
the firm gains knowledge about the capacities and qualities of this set of workers, the value of
the output of workers and firm together will be greater than the sum of the values of output each
could produce separately in their next best employments. Put simply, there is a distinct
increment to productivity and potential earnings from the fact that these two particular factors
are used together.?

However there arises the question as to how this surplus income is to be distributed
between the employer and workers. Since the extra productivity is specific to the particular
firm-context, no competitive market solution will exist and the division of the composite rent
must be decided by what Marshall called ‘higgling and bargaining’. There will be scope, in this
process, for negotiations not only regarding the level of wages but the intensity of labour, as
employer and workers each try to secure as much as possible of the joint advantage. Further,
as Williamson has recently emphasised, when workers possess significant amounts of firm-

specific expertise, both “firm and workers have an interest in maintaining the continuity of such

' Marx, Capital 1., 277-80.
* A. Marshall, Principles of Economics (8th edn., 1920), pp. 453-4.

Ibid., pp. 626-8.



employment relations.”’ One manifestation of this are internal labour markets, the key operating
principle of which is that the firm will not necessarily dismiss workers when this appears to offer
a short-term advantage (for example, when other workers are available to do the job at a lower
wage).

However the writer who perhaps most clearly delineated the peculiar features of the
employment relation was J.R. Commons. The working man, Commons noted in 1920:

differs from the capitalist in that he gives up his liberty for a certain number of

hours each day. He does not turn over his dollars. He turns over his body and his

will to the command of the foreman and superintendent.

In this context the worker was ‘not concerned merely in the amount of wages he may get. He
may get very high wages, but he is getting these wages in exchange for liberty.” Commons, in
other words, clearly saw that in the work process the remuneration of labour could not be
considered in isolation from the exertion and discipline with which it was associated. Yet, as
he also recognised, the openness of the labour contract meant that such aspects as effort levels
and duties were not specified in advance and had to be continually adjusted through workplace
bargaining. In effect there was a new labour contract ‘every day and every hour.’* Like Marx,
Commons inferred that it was not only the objectives of capitalists and workers which were in
conflict, but their relations within the workplace.

Later institutionalists writing from a class perspective, such as Lazonick and Lewchuk,
have similarly emphasised that, since the ‘effort bargain’ is only partially market enforced, the
possibility exists ‘for both the buyers of labour time and the sellers of labour time to invest in
institutions which shift the effort bargain in their favour.” The interests of the two parties are
at variance. ‘For a given wage’, says Lazonick, ‘managers want to secure as much effort from

the workers as possible (consistent with the maintenance of product quality). For a given wage,

' O.E. Williamson, ‘The Economics of Organisation: The Transaction Cost Approach’, American Journal of Sociology,
87 (1981), p. 565.

* Cited in M. Shalev, ‘Labour Relations and Class Conflict: A Critical Survey of the Contributions of John R.
Commons’, in D.B. Lipsky ed., Advances in Industrial and Labor Relations (1985), 11. 338.

' W. Lewchuk, American Technology and the British Vehicle Industry (1987), p. 3.

9



ki

workers typically want to expend as little effort as possible.” The level of exertion reflects the

‘relative power of managers and workers to control the duration and intensity of labour.”’

Factors Determining the Level of Effort: Needs and Expectancy Theories of Motivation
It is apparent that the level of effort expected from the employee is formally indeterminate and
must be decided within the process of manufacture. Yet while the conflicting interests of
workers and employers will undoubtedly shape the intensity of effort which actually emerges,
it is perhaps a mistake of some of these writers to place exaggerated emphasis upon this aspect
of effort determination. Three general points should be noted.

First, the dominant feature of the employment relation is its continuous nature, which tends
to ensure that conflict and struggle are not its leading characteristics. As Marshall’s analysis of
composite rent makes clear, the sustained interaction between firm and worker is a precondition
for that addition to productivity around which bargaining over the intensity and remuneration of
labour can take place. Only when these particular factors cooperate is composite rent produced.
More generally, game theorists such as Rapoport, Chammah, and Axelrod have shown that
where, as in the employment relation, parties to a contract have repeated dealings and both have
a share in future pay-offs, there will be a tendency for them to cooperate, even though each
could gain an immediate advantage by reneging upon an agreement. Anticipation of retaliation
by the other party will, in most cases, cause the future costs of defection to appear to outweigh
the short-term benefit.’

Interestingly, Robert Frank has argued that human evolution has tended to reinforce
propensities to cooperate in these circumstances. Individuals who have an emotional reaction
against cheating or lying, who feel guilty or bad, will be better placed to solve what Frank calls
the ‘commitment problem’, namely, the ability to commit themselves to conduct which, while

it is in their long-term material interest, is not in their immediate self-interest. Thus if, in the

"'W. Lazonick, Competitive Advantage on the Shop Floor (1990), p. 6.
2 C.tf. R. Axelrod, The Evolution of Cooperation (1984); A. Rapoport and A. Chammah, Prisoner’s Dilemma (1965).
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early stages of human evolution, a hunter-gatherer who felt guilty if he shirked or cheated when
engaged in some joint activity could cooperate with another who felt similarly, the long-run pay-
off t0o both would have been greater than if either behaved opportunistically and shirked
whenever he knew he could get away with it. The reason, according to Frank, that negative
emotions towards cheating have evolved to become widespread in society is because people can,
on average, distinguish cooperators from non-cooperators on the basis of physical traits (such
as facial and body movements) and assessments of character. It is therefore possible for
cooperators to seek out fellow cooperators and avoid non-cooperators, who are consequently
forced to interact with each other. Doing better materially, cooperators have higher survival
rates and expand relative to non-cooperators in an evolutionary setting.'

These ideas are highly tentative and form, as Frank acknowledges, only a contribution
towards the explanation of genuinely altruistic, selfless, behaviour. Prisoner dilemma simulations
conducted by Frank do, however, show that individuals can, with reasonable accuracy,
distinguish between people likely to cooperate and defect on the basis of half-hour interviews.?
Where Frank’s work is useful is in pointing the way towards an explanation of why people do
not behave opportunistically when there is no chance of detection - which reiterated prisoner-
dilemma theories of cooperation fail to do. It thus provides at least some basis for understanding
why, in contrast to certain models of effort determination, workers in practice put forth more
than the minimum amount of effort they can safely get away with. Firms can promote
cooperative conduct amongst their employees, notes Frank, by recruiting those who feel bad
when they shirk (on the basis, primarily, of references from former employers) and by
encouraging closer ties within the work group.’ Yet the implications of cooperative emotions

for effort levels are not unequivocal: for they can also help to explain why workers who could

"' R. Frank, Passions Within Reason (1988), pp. 46-59.
> Ibid., pp. 140-41.
Y Ibid., pp. 237-40.
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surreptitiously break informal output restrictions do not always do so.'

Second, as we shall argue, for much of the time effort levels, though nominally
indeterminate and thus subject to negotiation, are not so in reality. That is to say, there tends
to emerge in each workplace a standard level of exertion which is accepted as reasonable and
taken for granted by employer and employee alike and thus forms part of the customary structure
of exchange. As Commons himself argued, all collectivities rely on custom and law to settle
disputes and so maintain the cooperation of their constituents.” The effort relation is too
fundamental an element in the manufacturing process to be, in practice, a continual point of
contention. It is, rather, when either workers or employers seek to shift the accepted effort
standard that conflict tends to occur.

Lastly, to say that the employment relation is inherently conflictual or cooperative does
not, in itself, tell us much about the factors which determine effort levels in practice. It is,
indeed, a feature of most economic analyses of the effort decision, including those from the neo-
classical and Marxist traditions, that they fail to make full allowance for the wide range of
variables which have been shown by psychologists and industrial sociologists to influence work
motivation in practice, and whose relative importance has given rise to much vigorous debate.

With regard to the question of what motivates people to work, two distinct approaches may
be identified. First there are content or needs theories. These hold that people have a specific
set of needs which motivate them to action. Once a need is met it ceases to motivate, and is
generally superseded by some other need. Such motives - for example, the need for food,
security, prestige, challenge - are, it is argued, brought by people to the workplace. The degree
to which an organisation 1s able to motivate its members will therefore depend on the extent to
which it offers them opportunities to satisfy their needs. ‘From this point of view,” write Tausky

and Parke, ‘the "needs" are givens and organisational structures must be adapted accordingly or

" The flint glass industry was one in which workplace relations were close. But while the emotional ties between
workers which were thus encouraged helped ensure a basic level of performance from all operatives, they also acted to keep
output levels within certain limits which were considered desirable by the work group as a whole. See below, pp. 351-2.

2 Cited in Shalev, ‘Labour Relations and Class Conflict’, 351.
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there results continuous friction between persons and organisations which reduces the
effectiveness of both.’!

A second approach to motivation derives from expectancy, reward, or reinforcement
theories. Here the emphasis is placed upon the relationship between the behaviour of the
individual and its consequences. People pursue a range of goals - pay, promotion, peer-group
acceptance, security etc., and adopt those forms of behaviour most likely to yield them. The
motivational process is thus seen in terms of ‘exchange’: the individual puts forward time,
energy, and skills in exchange for a valued reward which the organisation offers.> It follows
that the organisation does not simply have to adjust to the already existing needs of the
individual; it can itself, by shaping the work environment and the structure of rewards and

penalties, influence behaviour.

The Needs Approach to Motivation
Most writers in this tradition take their inspiration from Abraham Maslow’s 1954 book
Motivation and Personality. According to Maslow, people are motivated to act in order to
satisfy their basic needs. These needs are ‘constitutional or hereditary’ in origin. Consequently:
needs cease to play an active determining or organising role as soon as they are
gratified... If we are interested in what actually motivates us, and not in what has,
will, or might motivate us, then a satisfied need is not a motivator.?
The basic needs themselves Maslow arranges in a hierarchy of ‘relative potency’. First
come the physiological needs for food, sex, and sleep; then the need for safety and security;
third, the need for love, affection, and belonging; fourth, the need for self-esteem and the esteem

of others; and lastly, the need for self-actualisation - man’s desire for self-fulfilment, to ‘become

actualised in what he is potentially.™

' C. Tausky and E.L. Parke, ‘Job Enrichment, Need Theory and Reinforcement Theory’, in R. Dubin ed., Handbook
of Work, Organisation, and Society (1976), p. 534.

> Ibid.
Y A. Maslow, Motivation and Personality (2nd edn., 1970), p. 57.
Y Ibid., pp. 35-46.
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For Maslow most men seek to satisfy each of these basic needs in succession.

The chief dynamic principle animating this organisation is the emergence in the

healthy person of less potent needs upon the gratification of the more potent ones.

The physiological needs, when unsatisfied, dominate the organism...Relative

satisfaction submerges them and allows the next higher set of needs in the hierarchy

to emerge, dominate, and organise the personality, so that instead of being, e.g.,

hunger-obsessed, it now becomes safety obsessed. The principle is the same for the

other set of needs in the hierarchy, i.e., love, esteem, and self-actualisation.’

All needs, with the exception of self-actualisation, are thus assumed to be finite. That is, a
person can conceivably satisfy their need for food, security, love, and esteem, and at this point
these needs cease to act as motivators. However man’s ultimate desire for self-actualisation is
considered insatiable.

To this simple model Maslow makes a number of qualifications. A need, he says, does
not have to be completely satisfied before a new need emerges. Most normal people are partially
satisfied and unsatisfied in all their basic needs at the same time.> Second, not all individuals
progress through the hierarchy in the manner described. For some self-esteem is more important
than love; others are drawn to creativity even though their more basic needs have not been met;
in others, for example the long-term unemployed, the higher needs for esteem and creativity may
fall into abeyance.

It would appear to follow from Maslow’s analysis that in a developed, prosperous, and
orderly society most physiological and security needs would have been met. The higher social
and egotistical needs will then become dominant, and in particular the need for self-actualisation.
It is, therefore, these ‘higher order’ needs which effectively motivate individuals at the margin -
not the lower order physiological needs.

One of the first authors to apply Maslow’s ideas to the problem of work was Douglas

McGregor. Like Maslow, McGregor assumed that man puts forth energy to satisfy his needs,

and that these needs are organised in a hierarchy of importance, ranging from physiological

' Ibid., p. 59.
2 Ibid., p. 54.
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needs, through safety, belongingness, and esteem needs, to the need for self-fulfilment.’

In the light of this understanding of motivation, McGregor considered the assumptions
which he believed underlay the prevailing approach to management - what he called ‘theory x’.
The three main propositions of theory x were:

1. The average human has an inherent dislike of work and will avoid it if he can.

2. People must therefore be coerced, directed, and threatened with punishment to get them to
put forth adequate effort.

3. The average human prefers to be directed, wishes to avoid responsibility, and wants security
above all.

Resulting from these assumptions was a system of management emphasising control and
discipline, for only then could people be made to do what was necessary for the success of the
enterprise. Although this approach to industry had enabled most of the workers’ physiological
and safety needs to be met, it provided little scope for them to satisfy their social and egoistic
needs. It failed, therefore, to provide motives for exertion. Managers, McGregor noted, often
asked why people who enjoyed good working conditions, wages, fringe benefits, and steady
employment, were unwilling to put forth more than a minimum effort. The reason was that
precisely through meeting workers’ physiological and safety needs, industry had caused a shift
in:

the motivational emphasis to the social and the egoistic needs. Unless there are

opportunities ar work to satisfy these higher-level needs, people will be deprived;

and their behaviour will reflect this deprivation.?

The result was indolence, passivity, unwillingness to accept responsibility, resistance to change,
and unreasonable demands for economic benefits.

As a contrast to theory X, McGregor put forward theory y, the chief assumptions of which

wcere:

1. The average human does not inherently dislike work; it may, according to circumstances, be

D. McGregor, The Human Side of Enterprise (1960), p. 36.
> Ibid., p. 40.
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a source of satisfaction or dissatisfaction.

2. Most people will exercise self-direction and self-control in the service of objectives to which
they are committed.

3. Commitment to objectives is a function of the rewards associated with their achievement - in
particular satisfaction of ego and self-actualisation needs.'

Whereas the guiding principle of organisation derived from theory x was that of control and
direction through the exercise of authority:

The central principle which derives from Theory Y is that of integration: the creation of

conditions such that the members of the organisation can achieve their own goals best by

directing their efforts toward the success of the enterprise.’
That is to say, by a process which has subsequently come to be called job-enrichment, a working
environment should be created in which the individual is able to meet his higher needs by
developing and utilising voluntarily ‘his capacities, his knowledge, his skill, his ingenuity in
ways which contribute to the success of the enterprise.”

Similar conclusions were arrived at in the late 1950s by a group of Pittsburgh
psychologists led by Frederick Herzberg, who set out to answer the question: ‘What do people
want from their jobs?™* To this end they interviewed 200 engineers and accountants representing
a ‘cross-section of Pittsburgh industry,” each of these men being ‘asked to recall specific
incidents in their recent experience which made them feel particularly good or particularly bad
about their jobs.” The researchers found significant differences in the character of the factors
which made workers feel positively or negatively about their jobs. When respondents reported

feeling happy with their jobs ‘they most frequently described factors related to their tasks, to

events that indicated to them that they were successful in the performance of their work, and the

"'Ibid., pp. 47-8.

2Ibid., p. 49.

3 1bid., p. 55.

* F. Herzberg, B. Mausner, and B. Snyderman, The Motivation to Work (2nd edn., 1959).

> S.W. Gellerman, Motivation and Productivity (1963), p. 48.
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possibility of professional growth.”' Five factors stood out as strong determiners of job
satisfaction: achievement (successful completion of a job), recognition (by supervisors, peers,
customers etc.), work itself (varied, carried through to completion), responsibility, and
advancement (promotion). The basic feature of the satisfiers was that they related to the doing
and intrinsic content of the job and reflected, according to Herzberg, man’s fundamental need
to actualise or realise himself through his work. They were therefore referred to as motivators.
When questioned as to the effect of improved levels of job satisfaction, three out of four
respondents claimed that better job attitudes caused them to improve their work performance.’

By contrast, the factors making people unhappy in their work tended to reflect, not the job
itself, but the context in which it was performed. The major ‘dissatisfiers’ were company policy
and administration, supervision, salary, inter-personal relations, job-security, and working
conditions. When any of these were considered inadequate by the worker the result was
unhappiness; yet when all were adequate the result was not happiness but the absence of
unhappiness. These background elements of the job Herzberg called hygienic factors. Although
necessary if dissatisfaction were to be avoided and a foundation laid for the operation of the
motivating factors, they were themselves powerless to motivate the individual above a certain
level of performance.

In a subsequent book Work and the Nature of Man, Herzberg elaborated upon the idea that
man has two distinct categories of needs.® There are his basic animal needs, which arise from
the desire to avoid pain and deprivation, and his human need for continuous psychological
growth. Viewed in this context, the hygiene factors relate to the former need of the individual

to avoid unpleasant situations, while the motivators relate to man’s aspirations to growth:

' Herzberg, Motivation, p. 113.
> Ibid., p. 86.
3 F. Herzberg, Work and the Nature of Man (1968).
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both kinds of factors meet the needs of the employee; but it is primarily the

‘motivators’ that serve to bring about the kind of job satisfaction and...the kind of

improvement in performance that industry is seeking from its workforce.'

Another influential needs theorist was Chris Argyris. Argyris observed that in Western
culture the typical pattern of personality development is from immature child to mature adult,
a process characterised by a transition from passivity to activity; dependence to independence;
shallow interests to deep interests; short-time perspective to long; a subordinate position to one
of equality or superiority; a lack of awareness of self to an awareness of self and self control.?

Yet when the individual enters the workplace he finds that the conduct expected of him
approximates closer to that of the irresponsible child than the responsible adult. The traditional
pyramidal organisational form, with its concentration of power in a few hands, directive
leadership of the order-compliance kind, and managerial control measures such as budgets, time
and motion study, and rate-setting, demands of the worker that he be:

passive, dependent, subordinate, submissive, shallow, and insensitive - that his role

was to do as he was told, repeat routines interminably, and leave the thinking to

somebody else.?

In short, the individual 1s expected to behave like a child, and the lower down the hierarchy of
control he is located, the greater is this the case.

From these observations Argyris formulated a number of propositions. First, there is ‘a
lack of congruency between the needs of healthy individuals and the demands of the (initial)
formal organisation.” Second, the results of this disturbance are ‘frustration, failure, short-time
perspective, and conflict’ as individuals find their desire for self-expression, self-control, and
decision-taking blocked. Third, this sense of frustration will increase as one’s degree of
dependence, subordination, passivity etc. increases. Fourth, employees can act to maintain ‘self-

integration’ in the face of formal organisation by creating ‘informal activities.” These can range

from quitting the organisation to becoming apathetic towards company objectives. Going-slow,

! Herzberg, Motivation, p. 114.
* C. Argyris, Understanding Organisational Behaviour (1960), pp. 8-9.

¥ Gellerman, Motivation and Personality, p. 76.
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quota restrictions, cheating, are all examples of the latter. Informal groups are also likely to
emerge, sanctioning this mode of behaviour. Lastly, the adaptive behaviour of the employee has
a cumulative feed-back effect. Employers, disliking the informal responses of their workforce,
react by tightening organisational discipline, which further exacerbates the basic dichotomy
between needs and organisational demands which is at the root of the problem.’

The solution for Argyris, as for McGregor and Herzberg, is to re-design jobs - in this case
in such a manner that mature personalities would be required for all organisational posts. The
sense of frustration, apathy, and even negative feelings towards company objectives would then
be significantly diminished.

Thus the basic theme of writers within the ‘needs’ tradition is that once a certain level of
physical consumption and security is attained, the individual will be motivated primarily by his
social and egotistical needs. Most people look upon the workplace as a sphere central to their
self-actualisation or psychological growth. In practice, however, the hierarchical structure of
most firms, with their fragmented tasks and systems of authority and compliance, means that
little scope is provided for the pursuit of esteem and self-realisation needs. The result is a lack
of motivational impetus, with dissatisfied individuals exhibiting indifference, indolence, and
discontent towards the work and organisation.

Several comments can be made with respect to this theory.

1. The idea that man’s conduct is shaped by a set of needs, arranged in some hierarchy, is based
largely upon intuition. There is little empirical evidence for these propositions. Indeed Maslow
himself, reviewing the application of his ideas by McGregor, questioned the extent to which they

could be applied to industry:

' Argyris, Organisational Behaviour, pp. 14-18.
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a good deal of the evidence upon which he bases his conclusions comes from my
researches and my papers on motivation, self-actualisation, etc. But I of all people
should know just how shaky this foundation is as a final foundation. My work on
motivations comes from the clinic, from a study of neurotic people. The carryover
of this theory to the industrial situation has some support from industrial studies,
but certainly I would like to see a lot more studies of this kind before feeling finally
convinced that this carryover from the study of neurosis to the study of labour in
factories is legitimate.'
Most research in fact suggests that, unless existence and security needs are satisfied, none of the
higher order needs will come into play, but it is not possible to arrange the higher order needs
into a hierarchy.?
2. The above mentioned authors pay relatively little attention to the origin of the needs to which
they refer. They are generally considered to be, if not universal, then widely distributed
amongst the population and genetic in origin. Argyris forms an exception here, since he remarks
that in ‘our culture’ individuals are expected to advance from immaturity to maturity.?
3. Important doubts exist with regard to the applicability of the propositions of need theory to
the majority of workers. The initial research of Herzberg, for instance, showing the role of job
content as a motivator, was conducted amongst professional engineers and accountants, and there
remains some question as to its importance to semi and unskilled manual labourers. Two
separate studies undertaken in 1965 and 1972 found that amongst workers doing fragmented,
monotonous tasks, approximately 50 per cent. declared themselves dissatisfied with their jobs
and 50 per cent. satisfied.* Similarly Blaumer found that among unskilled automobile workers,
49 per cent felt their jobs ‘too simple to bring out their best abilities,” but 51 per cent. did not

feel this way.” Gallup opinion surveys in 1958 and 1973 showed the proportion of workers

declaring themselves satisfied with their jobs increasing from 81 per cent. to 90 per cent.®

' Cited in M. Fein, ‘Motivation for Work’, in Dubin ed., Handbook of Work, p. 467.
* E.E. Lawler, Motivation in Work Organisations (1973), p. 34.

3 M. Rose, Industrial Behaviour: Research and Control (2nd edn., 1988), p. 203.

* Tausky and Parke, ‘Job Enrichment’, p. 541.

5 Ibid.

¢ Fein, ‘Motivation for Work’, p. 469.
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Clearly many workers, even those in the most monotonous jobs, do not consider
themselves dissatistied or frustrated when opportunities to realise their higher needs at work are
denied. In fact Fein argues that it is precisely because most workers do not seek ‘self-fulfilment’
through their work that they remain healthy human beings. ‘By rejecting involvement in work
which simply cannot be fulfilling, workers save their sanity. Workers would indeed become
mentally ill if they took the behaviourists’ proposals to heart. The factory workplace is

abhorrent to the self-actualising person.’

Workers, he continues, hardly ever raise demands
for job enrichment: their demands focus around the material rewards of pay and security - what
Herzberg classified as hygiene factors. When schemes of job enlargement and workplace
participation have been introduced or discussed, it seems that around 15 to 20 per cent. of the
workforce respond positively. Could this be, asks Fein, the proportion of employees who seek
self-actualisation in their work??

5. Again, the sort of work enrichment advocated by need theorists appears to be more applicable
to professional jobs than the mechanised tasks characteristic of the shop floor. To significantly
increase the scope of such jobs would almost certainly diminish physical output and raise costs.
6. Lastly, there is little evidence of a positive correlation between job satisfaction and
productivity. In a 1964 survey of 20 published studies, Vroom found the correlation between
job satisfaction and performance to vary from -.31 to .86. The median figure was only .14 .3

Meeting workers’ needs might make them satisfied: there is little to suggest that it makes them

work harder.

' Ibid., p. 493.
2 Ibid., p. 496.
Y Vroom, Work and Motivation, pp. 183-6.
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Reinforcement or Expectancy Theories

As we have noted, reinforcement or expectancy theories seek to explain motivation in terms of
the relationship between conduct and its consequences. People do those things which they
consider are most likely to enable them to realise their goals. Most economists have implicitly
operated within this framework, it being assumed that individuals seek to maximise their
happiness through consumption, and are accordingly guided in their work behaviour by the desire
to maximise their income. Since the 1930s, however, several authors have sought to elaborate
upon the initial research of Tolman and Lewin, developing models of reward seeking behaviour
which incorporate a more complex set of variables than those familiar in the writing of
economists. '

Victor Vroom was the first to consider specifically motivation in the work environment.
He began by posing the question: why are people motivated to choose one course of action rather
than another? Maslow answered this question in a concrete way, referring to people’s desire to
satisfy a given structure of needs. Vroom’s approach was to develop a model of how a person
might go about making this decision. He then proceeded to fill in the details by referring to a
range of laboratory and field experiments.

Vroom assumed that people have attitudes or ‘affective orientations’ towards the outcomes
of their conduct. These expected dispositions towards outcomes he calls their ‘valence.” An
outcome is positively valent if a person prefers it to not attaining it; it is zero if the person is
indifferent; and it is negatively valent when he prefers not attaining it to attaining it. Individuals
are considered to be ‘subjectively rational,” in the sense that their behaviour will be directed
toward the attainment of desired outcomes and away from aversive outcomes.? However a
person’s choice between various courses of action will not depend simply on their degree of
attraction or aversion towards its consequences. It will also depend on the probability that a

particular course of action will result in a particular outcome. This estimate of probability

V' C.f. Lawler, Motivation, Ch. 3.

2 Vroom, Work and Motivation, p. 276.
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Vroom calls expectancy, where expectancy is defined as the “momentary belief concerning the
likelihood that a particular act will be followed by a particular outcome.” Expectancy can vary in
strength from +1 (certainty that act a will result in outcome b) to O (certainty that act a will not
result in outcome b).

Combining valence with expectancy we arrive at what Vroom calls the motivation or force
making for a certain choice of conduct. This force is a product of the valence of an outcome and
the expectancy that a certain mode of action will lead to it; 1.e., F=EV. But most actions in fact
lead to a number of outcomes. For instance the extra pay associated with increased output on a
piece-wage system might be positively valent; yet the extra output may also bring other negative
consequences - such as fatigue or the threat of unemployment. Hence the force making for an
action is properly to be considered as the sum of all the products of the action. That is, F= ¥ (EV).

‘It 1s...assumed that people choose from among alternative acts the one corresponding to the
strongest positive (or weakest negative) force.””

Developing upon Vroom’s work, Lawler has provided the most widely used formulation of
the expectancy model.” He retains the notion of the valence of outcomes; and also of the
expectancy that a certain performed act will result in particular outcomes (which he calls the
Performance - Outcome [P-O] expectancy). Lawler adds, however, an additional term, namely the
expectancy that the expenditure of effort will actually result in the intended performance (the
Effort-Performance [E-P] expectancy). Thus:

a persons motivation to perform in a particular way will be influenced by his

expectancies about trying to perform in that way, his expectancies about the outcomes

associateil with performing at that level (P-O), and the attractiveness of the outcomes
involved.

Like Vroom, Lawler suggests that the various terms in the expectancy model can be

Vbid., p. 17.
2Ibid., p. 19.
3 Lawler, Motivation in Work Organisations.

T bid., p. 51.
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multiplied together to obtain a single motivation score. The valence of all the possible
consequences of a particular outcome should be multiplied, in each case, by the likelithood that the
performance will in fact lead to the specified outcome. Summing the results gives the expected
valence of a particular form of performance, and this sum is then multiplied by the probability that
effort will result in the performance; 1.e.
(E-P) . X [(P-O).(V)]

If either the E-P or P-O expectancies, or the valence of outcomes, are zero or very low, motivation
will accordingly be zero or low.' People will be motivated to be highly productive if (a) they feel
they can be highly productive and (b) they perceive a number of positive outcomes associated with
being highly productive. Of these three elements, Lawler considers Performance-Outcome
expectancies and the attractiveness of outcomes to individuals as the most important determinants
of motivation. To this extent his model does not differ significantly from Vroom’s.

Though expectancy models provide a persuasive formulation of the structure surrounding
the individual's choice decision, much investigation remains to be done concerning the factors
which actually shape the effort decision. These cannot be deduced in advance, but must arise from
empirical observation, and both Vroom and Lawler provide thorough surveys of the factors
affecting an individual's effort motivation.

Performance-Outcome expectancies are, says Lawler, strongly influenced by the objective
situation, by people's past experiences in similar situations, and by what other people say about the
situation. The importance of the reports of co-workers has been emphasised by W.F Whyte, who
found that, in their response to incentives, workers could be convinced by the testimony of their
peers that if they were highly productive the pay rate would be reduced, even though they had
never seen this happen and the company said it would not happen.2

With regard to the rewards associated with outcomes, these Lawler divides into extrinsic and

' bid., p. 52.

2Ibid., p. 56.



intrinsic. Extrinsic rewards include pay, promotion, status symbols, and fringe benefits. Pay
has been the most widely studied of the external rewards, and fits readily into the expectancy-
choice framework. Assuming, says Vroom, that money is positively valent:

we would predict that the valence of effective performance on a job would be

directly related to the instrumentality of performance to its attainment. Supporting

this prediction are a large number of investigations indicating that level of

performance increases as the expected relationship between performance and wages

increases. It is also supported by the finding that this effect is greatest for workers

who report that money is relatively important to them.'

Even the most conservative results from these studies, observes Lawler, ‘seem to suggest that
individual incentive plans can increase productivity by 10 to 20 per cent.’?

Yet this result is not general or always straightforward. Tying earnings to output, for
instance, will not motivate workers who attach little value to money income. Lawler cites the
case of a factory staffed largely by married women. Attempts to motivate through piece-work
failed, but when the women were told they could go home after a certain amount of work was
done ‘productivity increased dramatically.’® Further, research by Adams and Rosenbaum
suggests that workers are guided in their response to a wage by a sense of equity; they strive to
attain what they consider an equitable relationship between the inputs and outcomes of their job
and that of others. If a worker believes he is overpaid relative to others, he may work harder
to reduce the tension; if he believes he is underpaid he will, for the same reason, work less hard.
It is a corollary of this theory - and one for which there is some evidence - that workers who
believe their piece-rates are relatively high will limit output to diminish the disparity in
earnings.*

Promotion is another external reward affecting performance, and studies show that it does

so in ways which the expectancy model would predict. If, writes Vroom:

' Vroom, Work and Motivation, p. 260; for a review of the effects of wages on motivation, see pp. 252-60.
2 Lawler, Motivation, p. 119.
Y1bid., p. 138.

* Vroom, Work and Motivation, pp. 252-3.
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workers are indifferent to receiving a promotion, or if they expect that their chances

of receiving it are independent of their level of performance, they will perform less

effectively than if they desire promotion and believe that their chances of receiving

it are directly related to their level of performance.'

Whereas extrinsic rewards are achieved instrumentally through performance, intrinsic
rewards are feelings experienced directly by an individual from behaving in a certain way, and
include the sense of self-esteem, achievement, and competence. It was these intrinsic motivators
that Maslow and McGregor emphasised, and Lawler, in particular, acknowledges their
importance. Job design then becomes a crucial element in motivation since it influences the
extent to which valued intrinsic outcomes can be reached through performance. Under Scientific
Management, for instance, intrinsic rewards are deliberately diminished, work being seen merely
as the means to the greatest possible output. In this case powerful extrinsic incentives must be
put in place - as Taylor himself recognised.

Job enrichment adopts an opposite approach, seeking, by making jobs complex,
challenging, and interesting, to produce greater worker motivation and satisfaction.> To achieve
this end it is necessary, says Lawler, that three ‘core dimensions’ be present in a job; it must:
(a) allow the individual to feel personally responsible for a meaningful portion of the work;
(b) provide outcomes which are intrinsically meaningful or considered worthwhile; and (c)
provide feedback concerning what is accomplished. Studies of the effects of job enrichment
show that in about half of cases it led to higher productivity, while in nearly every instance the
quality of work improved and absenteeism and turnover diminished.” In accounting for this
result, Lawler argues that enriching jobs increases the extent to which intrinsic rewards can be
achieved through work behaviour, and to this extent positively affects a person’s P-O beliefs with

respect to good performance.’

Inter-personal relationships are recognised by Vroom and Lawler to have an important

' Ibid., p. 261.

2 Lawler, Motivation, p. 152.
Y Ibid., pp. 152-3.

4 Ibid., p. 154.
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effect upon motivation, influencing both extrinsic and intrinsic rewards. For instance, the
adoption by supervisors of a ‘considerate’ or ‘employee orientated’ approach was found, in eight
out of eleven studies cited by Vroom, to have a positive effect on performance. However this
result is not readily explicable in terms of the expectancy model since in these cases
consideration appears to have been extended to all employees, not just those who had reached
some performance standard. It similarly appears that operatives allowed a greater say in the
decisions affecting their work perform better than those permitted less.'

Another inter-personal factor influencing performance is the work group. Where
individuals value the approval of their peers, the expectancy model predicts that they would
pursue conduct leading to this end. In practice the influence of group attitudes on productivity
is equivocal, as the Hawthorne studies illustrated. In the Relay Assembly Room the group ethos
promoted high levels of individual productivity; in the Bank Wiring Room, by contrast, workmen
seeking acceptance had to limit their output to a standard daily production of 6,000 units, even
though they could have comfortably made 7,000.> Group pressure may be particularly
important in restricting output under piece-wages:

research has demonstrated that workers on wage incentive plans may be pressured

by their co-workers to hold down production. Individuals whose production

exceeds some informal group standard of production are subject to persistent

influence attempts and, 1f these are unsuccessful, they tend to be rejected by their
co-workers.’
Several studies have sought to establish why norms against high productivity develop. A 1945
survey of American manual workers found that 40 per cent of those questioned thought that an
operative, when taking a job in a factory, ought to produce, not as much as he could, but the

‘average amount.” Those making this reply were asked what they thought would happen to the

worker if he turned out more than the average. 30 per cent. believed that production quotas

' Vroom, Work and Motivation, p. 226. See also J.A.C. Brown, The Social Psychology of Industry (1954),
p. 84, for a summary of the study by the Survey Research Centre of the University of Michigan on the effect of
‘supervisory styles’ on productivity at the Prudential Insurance Company.

* P.S. Florence, Labour (1949), p. 82; Brown, Social Psychology of Industry, p. 81.

* Vroom, Work and Motivation, pp. 231, 258.
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would be raised; 23 per cent. thought it would be unpopular with other workers; 11 per cent.
expected piece-rates to be reduced; eight per cent. believed the worker would break down
physically; seven per cent. anticipated that the worker would gain nothing from producing more;
and seven per cent. predicted that it would cause unemployment.' Since each worker was asked
to name his chief fear, it is quite possible that a worker might expect more than one of these
outcomes to follow upon greater productivity. In a 1949 survey of 1,021 manual workers, 38
per cent. expressed the opinion that it would be ‘bad for me’ if all workers in my plant turned
out more per hour.?

As is apparent, the expectancy approach to work motivation is of wider scope than the
needs approach; indeed it incorporates important aspects of the latter. Yet this generality is
purchased at a price. Whereas the motivation theory made definite predictions regarding the
manner in which an individual’s needs will operate as motivators over time, expectancy theory
has a tendency, like the utilitarianism from which it ultimately derives, towards circularity:
assuming, what it in fact professes to prove, that if an individual acts in some way it is because
he believes it will result in the highest feasible valence.

Nevertheless it is the merit of the expectancy approach that it makes full allowance for the
variety of circumstances determining motivation. Some individuals will place most importance
to meeting their ‘lower order’ needs through extrinsic rewards. Others attach greatest weight
to intrinsic ‘higher order’ satisfaction. But modern research suggests that the majority have
many different needs which they seek to realise through their work - needs which themselves
fluctuate over time and with the ever shifting context. As Schein has emphasised, the sources
of human motivation are highly complex:

Not only do people have many needs and potentials, but the patterning of those

needs changes with age and stage of development, with changes in roles, with
situation, and with changes in inter-personal relationships.?

' M.S. Viteles, Motivation and Morale in Industry (1954), p. 51.
> Ibid., pp. 51-2.
Y E.H. Schein, Organisational Psychology (3rd edn., 1980), p. 93.
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No one theory, even one so general and flexible as expectancy theory, can satisfactorily account
for all the factors contributing to the effort decision. As Vroom acknowledges, ‘it appears that
a person’s desire to perform effectively on a task cannot be completely understood through an
examination of the social reward and punishment systems used to control behaviour.”'

An important advantage of the reinforcement perspective is that it can make allowance for
the social and industrial context within which effort is actually expended. While the individual
might be motivated to work by, for instance, a desire to realise some basic need, there remains
the question of how hard in practice he will actually work. Individuals throughout history and
in all countries have sought to realise their physiological needs; but the level of effort expended
in the pursuit of these goals has differed widely in a way which cannot be simply explained in
terms of the strength of those needs. To account for these differences and variations in generally
acceptable levels of exertion we must make reference to the social context.

In his 1961 study Efficiency and Effort Baldamus argued that there were three elements
which combined to form the expectations of effort standard within any given employment
situation. First there was ‘the remote and indirect influence of basic values originating as social
supports in the process of (primary) socialisation.” A young person, entering employment for
the first time, would bring with him ‘a set of general role-expectations of what is right and
wrong for him as a wage-earner.’? This sense of reasonable work obligations ‘are a powerful
and yet widely diffused determinant’ of effort levels.* Next there was the ‘more definite effect
of institutional controls that are acquired in the course of employment itself.” The young worker
must soon adjust himself to the informal rules governing acceptable standards of effort or
restriction of output prevalent within the workplace; he would, in due course, incorporate into

‘his habitual pattern of behaviour a specific set of institutional controls.”* Lastly his conduct

"' Vroom, Work and Motivation, p. 267.
? Baldamus, Efficiency and Effort, p. 84.
3 Ibid., p. 88.
“Ibid., p. 84.
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would be affected by the regulatory controls instituted by the employer, which govern such
matters as the method of production, the type and intensity of supervision, and the mode of
wage-payment.

The result of these three sets of influences is, within any given work environment, a
standardised expectation as to the appropriate level of effort - an expectation shared, broadly
speaking, by employer and operative alike. This socially sanctioned level of exertion, refined
by the particular context of the workplace, forms part of the institutional structure of exchange.
It thus renders determinate the expected intensity of labour, and, hence, the standard rate of
reward per unit of effort - what Baldamus calls ‘effort values.” It is around this conventional
level of performance that individual variations in productivity will occur.! Without it, stable
industrial relations or even a predictable industrial process would be impossible.

Although accepted, in practice, by both employer and worker, this is not to imply that
nobody should wish to alter the customary effort standard, and it will indeed adjust over time.
Yet in so far as some change is considered by one or other party, in most cases the cost and
difficulties entailed will ensure it is not worthwhile. The conventional level of effort becomes,

in the language of North, an element of the institutional equilibrium of society.?

' The pattern of this variation cannot be predicted with certainty. Whilst we might, a priori, anticipate a normal
distribution, it may, for example, be negatively skewed if the workshop is particularly cohesive and seeks to enforce
an upper limit to productivity. For the use of output distributions as an indicator of effort restriction, see H.M.
Vernon, Industrial Fatigue and Efficiency (1921).

* D.C. North, Institutions, Institutional Change and Economic Performance (1990), p. 86.
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Chapter 2

Centralised Employment and the Emergence of Effort as a Problem

From the mid 19th century, growing numbers of employers and social commentators expressed
dissatisfaction with the effort expended by the average worker. Whether characterised as
unambitious, surly, or un-cooperative; as a militant, or the servile dupe of trade union leaders;
whether compared with the energetic American or disciplined German: i1t was held that
Englishmen were less willing to put in a hard day’s work than their fore-fathers or competitors
overseas. How should we account for this?

The most important reason was that, as the 19th century proceeded, more and more
employers were confronted with the necessity of organising and motivating large numbers of
employees. In 1850 centralised employment of significant numbers of workmen was
comparatively rare, the greater part of industry occurring in workers” homes or small workshops.
The total steam horse power used in manufacturing industry in 1871 was only 15 per cent. of
the 1907 figure.! Where factory production was utilised, the hire and deployment of operatives

was often sub-contracted to leading hands and piece-masters.

The Putting-Out System
Under the ‘putting-out’ system, a merchant-capitalist acquired raw materials and sold the finished
product, yet did not oversee the manufacturing process. Instead outworkers and workshop
owners contracted to make so many items at a given price and within a specified period. A good
example was shoe-making, whose organisation is described in detail below. But domestic and

workshop production predominated in the manufacture of such varied items as guns, jewellery,

A.E. Musson, Growth of British Industry (1978), pp. 113, 169.
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buttons, chains, nails, iron and steel tools, hosiery, and tailoring.! Putting-out offered the
employer several advantages. It enabled him to utilise sources of cheap labour - women,
children, the elderly; capital expenditure on equipment and factory buildings was avoided;
fluctuations in orders could be accommodated without the concomitant idle men and machinery.
However what we wish to emphasise is that by arranging for work to be performed off the
premises, effort was removed as an element in the principal-agent problem. Employers
purchased, not labour time, but the product of labour. ‘The relation of employer and workman
does not exist,” stated a chain maker in 1888, ‘it is really buyer and seller.”” Though the
employer was concerned that work be completed punctually and satisfactorily, the amount and
distribution of effort put forth by the worker was a matter of indifference. As one boot
manufacturer commented: ‘We never ask how much work a man can do, but give him out
according to what we think he can do.” It was said of the Birmingham gun trade that ‘no
master can tell how many hands he is employing at any given time...*

In either domestic or workshop setting the challenge of securing labour effort was not
entirely absent. Yet within the family, husband and wife had an ever present need to earn their
daily living, and parental authority ensured the compliance of children. A workshop owner was
usually remunerated according to the difference between the price for a piece of work and its
cost, and he therefore had every incentive to see that his workmen were kept up to the mark.
Frequently working alongside a small number of men, detecting shirking was not difficult. The
prospect of mobility to master status itself provided a motive to exertion. A master tailor

declared in 1892 that ‘more than a clear third of the employers in our trade to-day are men who

' For a description of the out-working trades of the Midlands, see G. C. Allen, Industrial Development of Birmingham
and the Black Country (1929).

* Select Committee of the House of Lords on the Sweating System, 3rd Report (1889), Q. 22.,437.
Y Ibid., 2nd Report, Q. 11,478.

*S. Timmins, Birmingham and the Midland Hardware District (1866), p. 391.
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have risen from the board.”' Low barriers to entry in many trades facilitated this process. A
few pounds was said to enable a ‘respectable workman’ to set himself up in the Birmingham
button trade.” Nine out of ten master jewellers in that town in the 1860s were reputed to have
once been journeymen.

More ‘tyrannical’ forms of supervision, referred to as ‘sweating’, were associated with
large metropolitan areas, especially East London. With its shifting, and particularly immigrant,
population, the constraints of convention were less strong. It was a feature, also, of unskilled
labour, partly, according to Schloss, because this most needed strict monitoring, and partly since
the markets for its products were more competitive. The smaller sub-contractors in London, said
one contemporary, ‘do the commonest work, have the lowest prices, and pay the least wages,

and exact the maximum of toil from their workers.’?

Sub-Contracting

Where gathering workers into one place was unavoidable or preferable on grounds of cost,
centralised wage contracts did not automatically follow. Sometimes manufacturers constructed
a factory, complete with machinery, and then leased space to garret-masters on the ‘room and
power’ system. An Inspector of Factories in 1868 described how, in Sheffield’s metal trades,
factories erected by limited companies were ‘divided into numerous separate rooms, power being
"laid on" in each room, and an operative grinder hiring a grinding wheel or trough...”
‘Tenement factories’ remained important in the lace trade until after 1918.°

When an enterprise had to be conducted as a coherent unit, manufacturers could still

P.

' Evidence of J. Gordon, Secretary of the Master Tailors’ Association, Royal Commission on Labour, Mins. of Ev.
(Group C), Vol. 1., Q. 15,388.

> Timmins, Hardware District, p. 441.

* Cited in D.F. Schloss, Methods of Industrial Remuneration (3rd edn., 1907), p. 217.

' Factory Inspectors’ Reports, 1868-9 X1V, pp. 13-14.

* Report of the Departinental Committee Appointed to Consider the Position of the Textile Trades After the War, 1918,

98.
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delegate responsibility for employing and managing labour to a sub-contractor.' In mining,
quarrying, construction, and dock work groups of workmen, sometimes co-partners, more often
organised by a leading hand, would contract to perform specified quantities of work.
Contracting-out the supply of labour continued within factories. A familiar figure in the
Lancashire engineering trade was the piece-master.” Given an assembly job by an employer,
he oversaw the work of a gang of men, receiving any difference between the wage bill and the
contract price.> In the iron industry production was controlled by such skilled workers as
puddlers, shinglers, shearers, and rollermen, to whom employers contracted work at a rate per

ton.*

Under shipbuilding’s squad system groups of specialised workers moved between yards
performing particular jobs. Ships-platers, who were paid by the piece, employed their own
helpers on time wages. One helper complained in 1892 that the platers:

attempt to get as much done as they possibly can, and in the shortest amount of

time, seeing that the harder we work and the quicker the job is finished, their

wages will rise in proportion. The jobs are then finished far sooner than they

would be if the men were allowed to work reasonably, as they ought to, and not

driven at it so hard.’
In the cotton industry the self-acting mule was operated by skilled minders, who recruited and
supervised their own assistants - the piecers and scavengers. In Lancashire, Derbyshire, and
Cheshire 8,000 operatives aged under 18 were employed by other workers in the 1830s.°
Sub-contracting shared many of the effort securing qualities of workshops. Remunerated

by the piece, the contractor’s income increased the faster the work was completed. He was well

placed to supervise, and often had the additional authority derived from family relations. And

Il

' H. Gospel, Markets, Firms, and the Management of Labour (1992), p. 19.

* There were approximately 400 piece-masters in Lancashire in 1861. M. and J. B. Jefferys, ‘The Wages, Hours and
Trade Customs of the Skilled Engineer in 1861°, Economic History Review, xvii (1947), 40-1.

YIbid.; R. C. on Labour, A, Vol. 1II, Q. 25,308.

*F. Wilkinson, ‘Collective Bargaining in the Steel Industry’, in A. Briggs and J. Saville ed., Essays in Labour History,

104.

R.C. on Labour, A, Vol. IlI, Q. 20.632.

® W. Lazonick, ‘Industrial Relations and Technical Change’, Cambridge Journal of Economics, iii (1979).
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before the hard-working underhand was the prospect of elevation to sub-contractor status. Sub-
contracting was, in brief, an effective and widely utilised means by which an employer could
have his workforce organised and kept up to a reasonable level of exertion without having to see
to oversee these matters for himself.

Nineteenth century capitalists were thus far from keen to centralise employment, a point
writers like Marglin overlook.! If - as he argues - factories emerged, not for reasons of
technology, but because they offered a more effective means of exploiting labour, why did
employers hesitate to construct such profitable institutions for so long? Better understanding was
exhibited by a representative of the Midland Counties Trades Federation in 1892:

the employers...prefer to have domestic workshops, where it is possible, rather

than factories in some districts...seeing that domestic workshops relieve the

employer himself from any responsibility or risk of an inspector, and for many

more reasons, such as throwing the whole responsibility upon the operatives

themselves, the employers prefer to have workshops so that the workshops

should take their work to a warehouse instead of the employer having a factory;
in that way he has less responsibility and less liability .

Centralisation of Employment
During the last decades of the century industrial organisation underwent significant alteration.
The outworker, small-master, and sub-contractor retreated into the shadows of economic life.
In their place stood the employer of large numbers of labourers. Employment returns for 1913
reveal a factory population seven times that engaged in small workshops.’

Amongst the factors bringing about these changes were technologies permitting the
application of power-driven processes; the emergence of new industries without traditions of
domestic work or sub-contracting; intensifying competition; and a shift in consumer preferences
towards more standardised products. Government also played its part. The Workshops

Regulation Act of 1867 prohibited all work by children below eight years of age and established

'S. A. Marglin, ‘What Do Bosses Do?’, Review of Radical Political Economy, vi (1974).
>R. C. on Labour, A, Vol. II., Q. 17,818.

" Musson, British Industry, p. 246. These figures are not wholly satisfactory since a tfactory was categorised as any
establishment using power, and many workshops would thus have been included.
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maximum working hours for women and young people.’

Its provisions were reinforced when
the 1870 Education Act raised to 13 the age of compulsory school attendance, depriving
workshops of cheap child labour.

Interesting insights into this process of centralisation have recently been provided by
Gregory Clark.? Seeking to account for the emergence in the late 18th century of factory
discipline, under which ‘the employer dictated when workers worked, their conduct on the job,
and that they steadily attend to their assigned tasks,” Clark subscribes to what he calls the
coercion theory. That is to say, disciplined factories developed, not because of their potential
to reduce co-ordination costs, but because discipline could increase worker effort. Workers
subject to factory discipline produced more than those left free to determine the length and
intensity of their working day.

Why, then, had factory coercion not been introduced earlier? According to Clark,
workers had to be paid a ‘disgust’ wage premium to induce them to accept disciplined conditions.
What changed during the industrial revolution was the emergence of new technologies which
increased fixed capital costs per worker. The employer now had an incentive to discipline
workers and increase output, since by so doing he could ‘pay the disgust premium and still have
lower costs.” It was this conjunction of a ‘disgust premium’ and significant fixed costs per
worker which explained the centralised discipline of the industrial revolution.

There remains the question why workers accepted the new discipline rather than, as
Clark believes was possible, working for firms in which they pledged to produce an output quota
per week identical to that achieved under discipline, but were left at liberty to choose precisely
when and how they worked. The reason advanced by Clark is that workers realised that they
needed to be subject to discipline if they were to produce the high output, and make the high

wages, associated with the coercive factories. Whilst the immediate experience of discipline was

' D. Bythell, Sweated Trades (1978), p. 241.
> G. Clark, ‘Factory Discipline’, Journal of Economic History, 54 (1994).
YIbid., 142,
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disagreeable, in its absence workers lacked the will-power to put in the long, intensive, hours
of the new factories. ‘Whatever the workers themselves thought, they effectively hired the
capitalists to discipline and coerce them.’'

Dealing, as he does, with such wide and controversial issues, it is not unexpected that
Clark’s work should raise as well as answer questions. To begin with, several of Clark’s
assertions would seem to rest on rather slender evidence. For instance, his estimate that factories
had to pay, in the first half of the 19th century, a wage premium of 4 per cent. per piece to get
their workers to submit to discipline, is derived from figures relating to Welsh miners at Dowlais
in 1846 and female laundry workers, cigar makers, and Scottish rag-pickers half a century later.
A sample so small and disparate appears a shaky basis for a generalised figure of 4 per cent;
indeed elsewhere Clark suggests the disgust premium averaged 17 per cent. per piece. Such
differences can only undermine the faith placed in either figure. Similarly, in calculating the cost
of irregular attendance to a centralised factory Clark counts only the expense of holding an
inventory of work in progress so that production does not halt because of one worker’s absence.
This is likely to be an underestimate, since it does not include the time and disruption entailed
in seeking, collecting, and transporting the stocks. As we shall see below, in the case of shoe
making it was a conclusion of productivity investigators in the 1940s that the superior
performance of American factories was partly attributable to the greater attention paid to the
prompt supply of materials to workers - thus avoiding the stopping and starting of British
factories. Further, the frequent absence of individual workers would have been likely to
contribute to an air of slackness and irregularity within the workshop as a whole.

Second, as noted Clark cites limits to worker rationality and will-power as the ultimate
factor explaining the emergence of coercive factory environments. Yet it is not clear that worker
deficiencies in these areas were so marked. Unlike Clark’s analogy of the dieter who cannot
resist taking ‘one more bite’, domestic and workshop operatives did get out of bed in the

morning and work, producing, on Clark’s estimate, an output 75 per cent. that of the factory

Ibid., 131.
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worker. Again they possessed, according to Clark’s argument, a conception of the distinction
between short and long term interest sufficiently vivid to cause them to trade in their historic
‘liberties’ for a coercive regime. Neither rationality or self-will were obviously missing.

Clark says that factory discipline served to solve the problem of worker self-control. ‘By
locking them in the factory and banning most social intercourse, the possibility of seeking a few
moments pleasure rather than working is eliminated.”’ But, as is described below, workers did
seek, amongst other things, pleasure within the factory and resisted employer attempts to increase
monitoring and discipline. Whilst these occurrences are not incompatible with Clark’s model,
they do suggest that the pattern of conduct was more complex: workers, on Clark’s reasoning,
could have been expected to call upon employers to assist them in overcoming their weakness
of will within the factory.

Behind these questions concerning events inside the factory lies a failure by Clark to
define clearly what discipline entailed. Towards the beginning of his article he notes that, under
factory discipline, workers surrendered to employers, in return for a wage, ‘complete command
of their labour for a fixed period each day. The employer sets the pace of work and also dictates
how workers will conduct themselves on the job.”> Yet Clark subsequently says surprisingly
little about supervision and monitoring - indeed he states that supervision costs would have been
greater in undisciplined factories since they would be open for longer hours, which appears to
suggest that the intensity of supervision was comparable in the two cases. Clark emphasises,
instead, the regulations and fines governing attendance and punctuality, and cites rules in textile
factories specifying penalties for such indiscretions as ‘Idleness and looking thro’ the window’,
‘riding on each other’s back’, ‘Dancing in the room’, ‘Neglecting his work to talk to people’,
etc. Factory discipline did indeed imply regulations on attendance and conduct. However the
rules Clark describes were most elaborate in the early textile industry (the examples given above

relate to the period 1805 to 1813) and were not really representative of the discipline experience

Y Ibid., 160.
“Ibid., 131.
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of most 19th century workers. It was not the length of the rule book which governed the extent
of discipline, but the number of foremen and managers, the frequency of their visits to the
workshop, their attitudes towards the work people, the ease with which performance could be
monitored, and so forth. Here again we shall see that in many of the centralised ‘coercive’
industries of the 19th century - such as engineering - discipline was frequently not that close.
In fact the situation within workshops often corresponded to what Clark considers the less
competitive ‘freedom model’, with workers being left to organise production themselves subject
to the condition of achieving some expected weekly output.

Lastly, the relationship between discipline and output is problematic. Clark provides two
kinds of evidence to support the existence of a positive correlation between the two. First,
comparing factory and outworkers operating similar machinery, Clark says that the weekly
earnings of factory workers were about 60 per cent. above those of outworkers. Partly this
reflected the piece-rate ‘disgust’ premium paid to factory employees; but it reflected also the fact
that disciplined workers produced 36 per cent. more output per week. However doubts exist
concerning the extent to which this earnings differential can be attributed to differences in
directed effort. Can we be sure that the only difference between factory and outwork conditions
was the greater discipline existing in the former? Was the machinery always of the same
technology, vintage, and repair? Were such matters as the supply of materials and division of
labour the same? Were the workers the same? If factory workers were offered higher wages
then we might, on efficiency wage grounds, expect that the supply of labour to the factories to
be stronger and more skilled. Further, as Clark himself acknowledges, outworkers were widely
regarded as having little bargaining power in wage negotiations and their lower income would,
in part, have reflected this.'

Second, Clark refers to evidence from British efficiency investigations of the early 20th

century suggesting that discipline would have ‘a causal role in driving up labour effort.”

" Ibid., 158.
*Ibid., 148.
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However the results of these studies cannot be considered conclusive. The introduction of piece-
work, for instance, has been shown on numerous occasions to lead to greater output; that is to
say, workers often respond to incentives by producing more, the level of discipline remaining
constant.! This is difficult to explain with Clark’s model: why should the worker increase
output by one unit if the pain is immediate and the addition to wages marginal and delayed?
What is more, the move to less coercive supervision - what is called employee-centred
supervision - has been shown in several studies to increase output. For example, investigations
of the productivity of employees engaged by insurance companies and on railway maintenance
found that work-groups with high productivity tended to have supervisors who attached
importance to the ‘human relations’ aspect of their job, taking a personal interest in their
employees, while supervisors of low productivity groups were characteristically ‘production-

2 And, in contradiction to Clark’s

centred’, using punitive measures to ‘get the work done.’
reference to the positive effects of isolation on productivity, alternative studies by Allport and
others suggest that persons set to perform identical tasks alone and in the presence of others
produced more in the latter situation - and this difference was greater the more mechanical the
tasks.’

In view of these weaknesses Clark’s analysis cannot, as yet, be considered a proven
explanation of the development of centralised factory production. Nevertheless it does help us
to make sense of several features of the move to factory working - in particular the interesting
role played by trade unions. A number of unions, for instance, resisted the imposition of fines
and called instead for workers irregular in attendance to be dismissed. A manual on cotton

industry management found that spinners ‘are generally unwilling to submit to fines either for

bad work or for improper conduct; it seems to be a general feeling amongst them that they would

' For a recent example, see the study by Edward Lazear of the introduction of piece-work at the Safelite Glass
Corporation, Ohio, where average productivity increased 35 per cent. between 1994 and 1995. (The National Bureau of
Economic Research Digest, January 1997).

> Vroom, Work and Motivation, p. 213.

Y Ibid., p. 230.
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much rather have the master turn them away than fine them.’' The Webbs attributed this to a
desire to protect the standard rate, though it is compatible with Clark’s argument that workers
realised the necessity for stiff penalties if they were to maximise their incomes. Equally, several
unions had their own disciplinary procedures to punish irregular application.” Lastly, and most
strikingly, some unions - of which the union of shoe makers was most prominent - actually
pressed for factory working against the wishes of many employers and a significant part of their
own membership. ‘We should be glad,” said a unionist in the chain-making industry, ‘to see all
of it made in factories, all sizes and all sorts.” Here it might be argued that union
representatives had a clearer conception of the long-run interests of their members than the men
themselves - and this was certainly a view expressed by union leaders.* Though, of course,
whether this was the prime factor actuating their conduct 1s a different matter: centralisation of
production was unequivocally in the union’s long-term interest. Where all labour was engaged
by a single employer and confined to a factory it could be more effectively organised.

What rendered union objections to outwork increasingly significant was the greater
tendency for factory and out-work to coexist within the same trade. Unions in the new factories

found their position compromised by the home-worker. Maintaining standard rates of pay was



A representative of the Lock and Key Smith’s Society described how:
When there comes a time of fair trade in the market the masters will ask us to quote a
price, and when that is done the masters will say, no, I will have it made out. It is in
that way that it does not allow the men at the large factories to better their position in
the least.'
An employer unhappy at some union regulation could threaten to put his work out. When nearly
all employees were union members, said one master tailor, the workshop was often ‘less his own
workshop than when he gets it made in an out-workshop.’

They object to work with non-unionists. They have a unionist shop official, a

shop steward they call him, who constantly is reporting little things until really

many an employer in disgust turns his key in his workshop and says for the

future I will get all my work made out.?

Unions consequently sought to prevent employers utilising domestic labour. Where
possible industrial action was threatened - a course exemplified by the shoe trade and considered
below. The Amalgamated Society of Tailors took similar steps to end outwork. However,
weakening the position of unions was the fact that in pressing for factory working they could
only withdraw the labour of those already within factories. Appeals were therefore directed
towards other interests. Among employers, unions enjoyed the sympathy of those ‘respectable’
and ‘principled’ men who had already adopted factory working. Many, said a unionist in the
lock-trade, were ‘against outwork’ but practised it in order to compete with those continuing to
put work out.> Public opinion was also invoked, attention being especially drawn to the abuses
of the sweating system. Government commissions investigated its evils; health and safety
legislation was extended to encompass the small workshop; and in 1909 Trade Boards were
established to enforce minimum wage levels in the chief outworking industries. With labour,
trade, public, and Government opinion hostile to putting-out, the system’s decline, if not

precipitated, was undoubtedly hastened.

Union dislike of outwork was eclipsed in vehemence only by its opposition to sub-

VIbid., A, Vol. 1L, Q. 18,347.
2 Ibid., C, Vol. 1., Q. 14,193.
YIbid., A, Vol. 1., Q. 18,295.
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contracting. ‘All workmen,” wrote Thomas Wright, ‘do strongly object and with bitter reason,
to the sub-contracting system...,” while George Howell spoke of the ‘intense hatred of the
workmen to sub-contracting.”’ Running through this opposition were a number of themes.
Most prominent was the contractor’s ability to enforce levels of effort which were not only high
but unremunerated. Conventionally paying his under-hands time wages, the contractor had an
incentive to employ as few men as possible and work them as hard as possible. Operatives
therefore conceived of the sub-contractor as a task-master; in the building trade ‘such a man
would be continually on the back of the men, driving them, making them scamp their work,
because they must produce a certain quantity in order that he may realise his profit.”> While
the workman received little for his extra exertion, the sub-contractor reputedly enjoyed
substantial earnings; as an iron-worker remarked: ‘he takes the substance while the workers
themselves go home with the shadow.® A Scotch steel-maker recalled how the sub-contractor
would pay his men:

3/-, 4/-, 5/-, 6/-, or whatever it was, and he got so much from the employer for

all the work. He used to go home to my knowledge with £40 or £50, which he

got for standing there and just lifting his finger.*

The sub-contractor was also held responsible for work of poor quality, since he had little
reason to overly concern himself with the work’s character - especially when there was stiff
competition for contracts. Accusations of ‘scamping’ were notorious in the building trades: ‘The
work is pushed on in such a hurried and inferior manner that it is not only bad to the
workman...but it is equally bad to the party who is having the work done...”> Wright

maintained that sub-contracting had ‘done more than anything else to destroy the prestige

formerly attaching to English workmanship, introducing a course unfinished "o-that’ll-do" style

"'T. Wright, The Grear Unwashed (1868), p. 121; G. Howell, Conflicts of Capital and Labour (2nd edn., 1890),

p. 261.

* Evidence of G. Dew, Secretary of the London Building Trades’ Committee, R. C. on Labour, C, Vol. 11., Q. 17,576.

YIbid., A, Vol. L., Q. 14,908.

* Ibid, Q. 16,359.

* Dew, ibid., C, Vol. IL., Q. 17,380.
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of workmanship.’!

The piece-master’s promotion was usually believed to owe little to ability and much to
a willingness to ‘drive’ the men. Contractors were in many cases ‘inexperienced’: ‘He tells a
man to do a certain thing. The man thinks it is wrong, or knows from practical experience that

it is wrong, but he has to do it...””

Viewed as an interloper, the sub-contractor was a man
‘equal with themselves’ but ‘taking a large amount of money home for work while they
themselves are earning that money.”? Since sub-contracting occurred where production was
already centralised, unions were better placed to secure its abolition. Miners in the Midlands
struck against the contracting or ‘butty’ system as early as 1842.* The Amalgamated Society
of Engineers maintained a consistently hostile front. From 1861 any piece-master failing to share
the surplus equally amongst the work-group was fined and, if persisting, excluded from the
union. A member working for a sub-contractor without receiving a share of the surplus was
similarly disciplined. In the 15 years following the resolution piece-mastership failed to extend
its sway, and by 1900 few traces of its existence remained.’

From the 1880s under-hands in the iron and steel industry formed unions and pressed
for an end to sub-contracting. The Association of Iron and Steel Workers claimed in 1892 that

6

it was ‘doing away’ with sub-contracting ‘very rapidly.”® A representative of the Scottish

Society of Mill-Men recounted how:

"' Wright, Great Unwashed, p. 121.
2R. C. on Labour, A, Vol. 1I., Q. 16,757.
3 1bid., Q. 19,024, evidence of C. Hobson, President of the Sheffield Federated Trades’ Councit.

* A.J. Taylor, ‘Sub-Contract System in the British Coal Industry’, in L.S. Pressnell ed., Studies in the Industrial
Revolution (1960), p. 219.

> Jefterys, ‘Skilled Engineer’, 42, 44; R.C. on Trade Unions, 1st Report, Q. 743.
“R. C. on Labour, A, Vol. 1., Q. 15,329,

44



About three and a half years ago we took action with regard to the matter...we

appealed first to one employer and pointed out the inequality of the thing and the

unfairness of it, and we got it abolished through every works in the West of

Scotland, except in a few non-unionist works.'

By the mid 1890s contracting was practised extensively only in Sheffield.

Dissolution of the contracting system was achieved by London dockers in the strike of
1889.7 Around this time the long-standing objection of building workers to piece-mastership
intensified. Branches of the Association of Operative Plasterers raised levies to finance strikes
against it, and in 1892 the General Secretary stated that:

in some of our large centres during these last two or three years they have

endeavoured with all their power to put a check to this evil system of sub-

contracting, sub-letting, which has been in existence for so long, and

consequently they strike.?
To coordinate opposition the London Building Trades Committee was formed and persuaded the
London School Board and London County Council to forbid sub-contracting on work they
commissioned. A building employer complained of ‘an organised crusade at the present time
against task-work’ with two contractors being recently ‘driven entirely out of the trade.”® It was
made a rule of the Amalgamated Society of Carpenters and Joiners in 1892 that no member take
a job under sub-contract or work for any person on that system.’

By seeking to end sub-contracting, labour was working with the evolving logic of
industrial organisation. New machine technologies, extended division of labour, more integrated
production processes: all rendered contracting-out units of work less and less feasible. Sub-
contracting then, like outwork, retreated over the latter decades of the century in the face of

institutional as well as more narrowly economic pressures. The extent of change should not be

exaggerated. The domestic worker, garret master, and contractor survived in several trades

"Ibid, Q. 15,982.

2J. Lovell, Stevedores and Dockers (1969), pp. 102, 112.

YR. C. on Labour, C, Vol. 1I., Q. 17,296.

*Ibid., Vol. 1II., Q. 32,051.

* K. Burgess, Origins of British Industrial Relations (1975), p. 131.
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through to the inter-war years, and never wholly disappeared. What 1s undeniable is that the
position of the typical capitalist-employer in the Edwardian period vis-a-vis the securing of labour
effort was much removed from that of 1850. At the earlier date he was able, if not to solve the
problem, at least to pass it on to others. But the utilisation of alternatives to centralised
employment became steadily less feasible and the capitalist had himself to arrange for the hire,
motivation, and discipline of significant numbers of human beings.

With employment centralised, there were two dimensions to the effort problem: the
regularity of work and its intensity. Sustained exertion could not be taken for granted. The
irregular application of domestic labour was notorious. Having neglected work for the first few
days of the week, Thursday, Friday, and Saturday saw activity late into the night as the
outworker sought to crowd ‘six days’ work into the last three days of the week...”' A generally
looser life-style was encouraged; so complained a London Factory Inspector:

our girls go to bed late; our music halls get filled; they go to bed late, they get

up late; and piece-work...1s the one great thing which allows this domestic

labour and overtime to exist.?

The connection between outworking and alcoholism was reputedly strong. Nail-makers did their
washing on Monday and ‘unfortunately some have to get over Saturday’s drunk. ™

To two factors was this uneven work pattern attributable. First, the domestic producer
appeared to have in view a target income, to which there corresponded a certain quantity of
work.* In times of good trade and rising incomes working hours tended to fall.> Of greater

importance, the domestic worker enjoyed discretion as to when work was performed. Asked by

C. Hoare, Inspector of Factories for Wolverhampton in the 1890s, whether they should not

'G.C. Allen, ‘Methods of Industrial Organisation in the West Midlands’, Economic History, i (1929), 541. On similar
patterns of work in the Leicester hosiery trade, see P. Head, ‘Industrial Organisation in Leicester 1844-1914: a study in
changing technology, innovation and conditions of employment’ (Leicester Univ. PhD. thesis 1960), p. 221.

> S.C. on Sweating, 2nd Report, Q. 17,128.

3 Ibid., 2nd Report, Q. 11,342; 3rd Report, Q. 23,085.

+ C.f. Lazonick, Competitive Advantage, p. 38.

M. A. Bieneteld, Working Hours in British Industry (1972), pp. 12, 114.
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prefer to work in factories, the outworkers cried out against it:

No, we would rather have this work at our doors; if we have to go to a factory

we are bound to be there at a certain moment in the morning, no matter how the

weather is, or anything else; whereas here, if we do not feel inclined to do any

work before breakfast, we need not do it."'

These propensities did not cease with the centralisation of production, and it was some
while before sustained application could be taken for granted. In the potteries little work was
accomplished at the beginning of the week, but much overtime at its end.? Staffordshire iron-
workers were described in 1865 as ‘vivacious pleasure seekers,” St. Monday being observed as
‘a general district holiday.”* Workshop tailors, complained a contemporary:

will only work just so long as it suits them; and on Mondays very often and

Tuesdays, I am sorry to say it will even run to Wednesdays, they will not show

up to work, and consequently all the work is driven to the end of the week.*

Poor work performance at the beginning of the week continued a feature of industry into the 20th
century. Time lost by ship-yard workers was consistently highest on a Monday; amongst Welsh
coal-miners in 1918 ‘absenteeism was at a maximum on Monday, and dwindled down to a
minimum, which was about half the Monday value, on Friday.”

Where wages were calculated by the piece, flexibility often remained a feature of the
trade. One colliery manager described in 1867 how miners went ‘into the pits and come out
pretty well at what hours they like.”® Such irregularity was common in the first Midland metal-
working factories. Lock-smiths were said to walk out of the factory when they pleased; chain-

makers ‘leave off at any time they feel disposed.’” Putting-out merchants could tolerate uneven

patterns of work, and in factories where the operative produced a self-contained commodity the

'S. C. on Sweating, 3rd Report, Q. 23,013.

* Bienefeld, Working Hours, pp. 65, 114.

3 Timmins, Hardware District, p. 75.

4§. C. on Sweating, 3rd Report, Q. 28,806.

5 Vernon, Industrial Fatigue, p. 155.

® R.C. on Trade Unions, 6th Report, Qs. 11,605-8.
TR. C. on Labour, A, Vol. 1., Qs. 18,168, 16,975.
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distribution of effort could be of secondary importance. But this was less often the case. When
paid day-wages, an indolent worker represented a direct loss to the employer. Even when on
piece-work, his absence meant that factory overheads would be spread over fewer units, and

more integrated processes frequently rendered one man’s output dependent upon that of several

others.
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Chapter 3

Output Limitation and its Motives

Despite the progress of mechanisation, effort remained, in the late 19th century, a variable
quantity even in apparently automated processes. A war-time study by Florence found two-thirds
of workers in a mechanised American brass-factory were not actually engaged on mechanised
work. Of those that were, most controlled the pace of production.! His conclusion that the
‘human factor’ continued an important determinant of output was confirmed by investigations of
munitions production. In one factory youths removed, four times each minute, a cap from a
semi-automatic machine and clamped in another, a task taking below two seconds. Over a 13
week period they worked an average week of 71 hours. When for the following 66 weeks
average hours were reduced to 55, hourly production increased by 21 per cent.” It was in fact
observed in a wide range of industries that a reduction in hours was associated with enhanced
output per hour. Not without reason did gas-workers complain in the 1890s that a diminution
in hours had benefited them little since the pace of operations had risen in proportion.’

All of which reaffirms that the level of effort is not a technological phenomenon, but a
social one. This is usually acknowledged by worker and employer alike. Notwithstanding
expressions of discontent from either side, the prevailing intensity of work is regarded as
‘normal’ and ‘fair’. It is when disagreements emerge as to the acceptability of the observed level
of exertion that conflict may result. Such disequilibrium threatened in the later 19th century

owing to three tendencies. One was the movement of labour into factories. Effort became, in

' Florence, Labour, p. 34.
2 Vernon, Industrial Fatigue, p. 44.
3 Bienefeld, Working Hours, p. 221.
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many trades, an ‘issue’ for the first time. Second, additional to customary bounds upon output,
the labour force imposed further constraints of its own. And third, employers were subject to

pressures causing them to question the established intensity of labour.

Informal Constraints Upon Output
That informal output limitation occurred is little open to doubt. Starting with Mayo, a series of
sociological studies have described the practice.' A leading discussion appeared in Mathewson’s
1931 book Restriction of Output Among Unorganised Workers. Whereas output limitation had
usually been attributed to trade unions, Mathewson suggested the practice antedated union
organisation and was ‘a widespread institution, deeply entrenched in the working habits of
American labouring people.” Upon entering a workshop the operative:
is first aware of the direct pressure exerted by his fellow workmen. In fact, a new
worker will often practice restriction for a long time for no other reason than the
working group insists upon it. Later, he becomes familiar with the underlying...
factors which make ‘regulation’ in the eyes of his fellows, necessary.’
It is to be anticipated that comparable limitations to exertion existed in Britain. Yet being
typically uncodified, direct evidence is not readily come by. Contemporaries certainly believed
it common. ‘There is no doubt,” said W.T. Thornton in 1868, ‘that men in general could if they

pleased do more and better work than they usually do.™

The efficiency expert H. Atkinson
assumed it ‘well known that the worker can produce far more than he does,” whilst Vernon noted
shortly after the War that: ‘Almost everyone is agreed’ that output limitation ‘is widespread, and

is a serious danger to economic prosperity, especially in this country.” For the employer Ernest

Benn output restriction remained in 1926 ‘the principal problem of importance existing to-day.’

U'C.f. T. Nichols, British Worker Question (1986), pp. 25-27.

> S. B. Mathewson, Restriction of Output Among Unorganised Workers (1931), p. 146.

3 Ibid. p. 15.

4 W. T. Thornton, On Labour (1868), p. 391.

° H. Atkinson, Rational Wages System (1917), p. 15 Vernon, Industrial Fatigue, p. 118.

® E. Benn, If [ Were a Labour Leader (1926), pp. 72-3.

50



Valuable insights are provided by studies of munitions production during the Great War.
Where performance is not confined within narrow technical parameters, uniformity of output,
between individuals or over time, is unlikely, serving as prima facie evidence of a notional
standard output amongst employees.! In 1923 Vernon described measuring the output for a 58
week period of 18 women making tiles with hand-presses. During the first four months 41 per
cent. of production values fell, on average, within the 28 unit per day group. Electric heaters
were then incorporated into the presses and the reduced need for cleaning saved an hour’s
working time a day. Yet by the end of the first month output had increased only five per cent.
A third of the women continued to produce a daily output of 28. Five men believed to exercise
a ‘moral’ influence upon the women were then withdrawn, and output immediately increased ten
per cent. A new customary make of 33 units then emerged, with between 20 and 40 per cent.
of daily outputs conforming to this quantity. It appeared:

as if the women had an unconquerable desire to work to a fixed standard of some

sort, and that when they found that they could easily exceed one recognised figure,

they promptly set-up a higher one.?

Another instance of such behaviour was cited by the Health of Munition Workers Committee:
At one long established factory a new shop has been built and staffed so as to
produce 5,000 of a particular stock article of warfare per week, that estimate being
based upon the results of the older shops doing the same work. New hands were
engaged, and these in the new shops are now, after six months, producing in spite
of their inexperience not only 5,000, as expected, but 13,000 of these articles per
week. The older hands in the other shops do not approach this output, though all
the mechanical conditions of work are practically the same.?

This lower output of experienced hands was attributed ‘to the effects of long-standing customary

restrictions upon habits or rhythms of work from which the newer hands are free.’

Informal output limitation was suggested in a study by W.N. Jones. Measuring rest pauses

of over three minutes duration taken by 27 women in a munitions factory on five days in 1916,

he found that during each ten-hour shift the women rested voluntarily for an average of 60

' P.S. Florence, Economics of Fatigue and Unrest (1924), p. 218.

* H.M. Vernon, ‘Note on the Causes of Output Limitation’, Journal of the National Institute of Industrial
Psychology, 1 (1923), 185.

' Cited in Vernon, Industrial Fatigue, p. 132.
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minutes. There is no reason to consider such results extraordinary. Vernon, observing the
output of eight women working on fuse-bodies over two shifts of 12 hours, found voluntary rests
averaged 90 minutes per shift.'

Turning to more general references, the iron-trade commonly figured in allegations of
output restriction. Puddlers recognised six ‘heats’ as the proper quantity; once completed the
puddler went home ‘leaving his furnace for an hour or more doing nothing.”* In the ‘declining
malleable-iron industry’ the tendency of operatives to go slow, says Burn, ‘was, and had been,
chronic.” A union official acknowledged the existence of a ‘stint’ amongst chain-makers.
“There are a certain number of links each day which are sufficient for a man’s work per day; that
1s the regulation of the trade.” This limit met ‘with universal approbation on the part of the
employers, because they think that when a man shuts so many links he has not got physical
power to do more rightly.” Similar ‘stints’ had been a feature of coal-mining, though they
became less common after the 1850s.°

Work-group pressure to limit the output of more productive members was indicated by the
Superintendent of the Royal Carriage Department. An individual would be disinclined to pursue
higher wages since ‘if one man is making a larger percentage above the average make I think
there would be some influence at work to stop him...it would be owing to some internal

6

arrangement amongst themselves.”® When one man received a wage above the standard, his

fellow employees ‘would be apt to find out eventually, it could not go on very long, I imagine,

' Ibid., p. 47.

* Cited by K. McClelland, ‘Time to Work, Time to Live’, in P. Joyce ed., Historical Meanings of Work (1987),
p. 198.

3 D.L. Burn, Economic History of Steel Making (1940), p. 147.

*R.C. on Labour, A, Vol. II., Qs. 17,262-266.

> Bienefeld, Working hours, pp. 27, 55, 94. However the Reid Committee on technical methods of coal mining,
appointed in 1944, found ‘stints’ limiting the length of the face men were prepared to work during a shift still in
place. These, along with short-shifting, whereby the operative ceased work before the end ot his shift, it criticised

as ‘incompatible with good mining practice.’[C.f. W.H.B. Court, Coal (1951), p. 313.]

° Report of the Committee appointed to Inquire into the Organisation and Administration of the Manufacturing
Departments of the Army, 1887, Qs. 1,577-578.
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without their finding out, and I think the impulse would be to put a stop to it if they could.”
The building trades were infamous for output limitation. Pratt claimed it an ‘unwritten
law’ that ‘a bricklayer must "go-easy" and not lay more than 400 in the day.” Anyone exceeding
this limit ‘will be subjected to constant annoyances...and life will become so unpleasant that he
will be forced either to work no harder than the others do, or to go elsewhere.” Price cites
comparable regulations amongst builders in the North-West. In 1845 labourers reduced the
number of bricks to be carried in each hod from 14 to 12, and declined to move materials by

wheel-barrow.> Here, however, we are passing from informal to formal restriction.

Trade Unionism and Output Limitation

Constraints upon production enforced by the culture of a trade could exist independently of union
organisation. There has nonetheless been a tendency to associate output control with trade
unionism. Certainly as labour organisation developed, established workshop practices became
more frequently matters of conscious policy; whilst the strengthening of labour’s position
facilitated enforcement of such procedures. Contrariwise, workers able to sustain restrictions
were more likely to found unions. In addition, many contemporaries had difficulty
comprehending that workers could, of themselves, raise-up hindrances to the free pursuit of gain.
Practices so evidently dysfunctional must surely be traceable to politically motivated agitators.

E.A. Pratt provided the most forthright exposition of this viewpoint in The Times at the
turn of the century.® Industrial efficiency, he argued, was being undermined by trade union
policies, chief amongst which was the limitation of output. Though operatives desired a ‘fair
day’s pay,’ there was an ‘almost universal unwillingness, among those who are subject to trade

union influence, to do a fair day’s work.” Most workmen were anxious to do their best, but

"'Ibid. Q. 1,613.
2 E.A. Pratt, Trade Unionism and British Industry (1904), pp. 28-30.
3 R. Price, Masters, Unions and Men (1980), p. 42.

* A series of articles reprinted as Trade Unionism and British Industry.
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were ‘compelled by their fellows to do as little as they, being so treated that they are forced to

abandon any idea of doing their duty to their employer...”'

Pratt cited the experiences of
businessmen across industry. Building was characterised by ‘lazy working, excessive labour
cost, and resort to intimidation;’ in engineering there remained, despite the 1897 lock-out, ‘too
great a prejudice on the part of the workers against labour saving machinery, still too great a

b

reluctance to work with full energy.” Within the London gas industry, non-unionist stokers at
the South Metropolitan Company drew 50 retorts an hour; unionists at other works did at best
40. Union restrictions had brought the flint-glass industry within ‘measurable distance of
extinction.” An ‘authority’ on the printing trade believed the tendency of the men to ‘go easy’
in the use of machinery was ‘almost universal.’?

Pratt voiced the grievances of many employers. A Northumberland colliery manager
alleged, in 1867, that unions limited each man’s earnings to 3s. per day - half the customary
figure - at a great loss to the owner: “The mines produced considerably less coal, the same
incidental expenses went on, pumping water, keeping the mine in proper repair and so on.”
The Managing Director of the Wigan Coal Company said that union organisation at his colliery
resulted in:

a great want of economy directly tending in every way to enhance the cost of

production of coals by causing the men, I suppose acting under the council of their

leaders, to perform their various operations not only in a sullen spirit, but to a

much smaller extent than formerly.*

One employer conceded that there were, amongst building unions, no written rules limiting
labour. However there occurred:

weekly meetings unionists are expected to attend, and if any man does more than

some of his partners think that he ought to do, it is a very easy thing to bring him
up there and condemn him.’

' Ibid., p. 26.

! Ibid., pp. 33-4, 95, 150-51.

3 R.C on Trade Unions, 6th Report, Q. 11,790.
* Ibid., Tth Report, Q. 15,035.

S Ibid., 3rd Report, Q. 4,436.
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In the absence of unions, claimed a Manchester builder, the men ‘work more with a will...’

Now a man knows that he has the eye of his fellow on him, and if he can do more

work than his neighbour, and is doing so, the fact is at once mentioned to the

delegate of the union, who is not slow to take action...'
Another builder challenged operatives in his joinery shop: ‘Now come, do you mean to say that
is a fair day’s work?” And the answer has been, ‘Well sir, it is not, but I am not allowed to best
my mates.”* In the London gas industry strikers sought, in 1889, to ‘impose restraints upon the
intensification of work’ by restricting the number of mouthpieces to be worked by each gang and
limiting the volume of coal carbonized in a shift> G. Livesy, Chairman of the Vauxhall Gas
Works, judged that a fifth less work was done in 1889 than in 1888.°

The contention that unions promoted output limitation received little endorsement from
writers sympathetic to labour. ‘Ca’canny or deliberate going slow,” wrote Cole in 1918, ‘is not
countenanced in any Trade Union rule or byelaw... There is no evidence at all of its existence
in any widespread form...”> Myers stated in 1925 that investigators of the Institute of Industrial
Psychology had met with no instance of output restriction by unions.® These remarks may be
broadly accepted. Yet not wholly. For some unions did incorporate regulations on the quantity

of work into their rules. This was true of the Flint Glass Makers’ Society in the 1850s and

1860s.” Rule 11 of the Society of Operative Stonemasons, adopted in 1865, specified that:

"'1bid., Q. 5,255.

2 Ibid., 1st Report, Q. 2,920.

3 R. Price, Labour in British society (1986), p. 117.

* Ibid.

> G.D.H. Cole, Payment of Wages (2nd edn., 1928), pp. 23-24.
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7 See below pp. 285-86.
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Not to take less time than that taken by an average mason in the execution of the
first portion of each description of work is the practice that should be adopted
among us as much as possible; and where it is plainly visible that any member or
other individual is striving to overwork or ‘chase’ his fellow workmen ...the party
so acting shall be summoned before the lodge, and if the charge be satisfactorily
proved a fine shall be inflicted.'

The Society’s Secretary was questioned by the Trade Union Commission in 1867:

Q. 1,214. Does Rule 11 prevent a worker stronger and more skilful than the
average from doing more stonework in the day than the average man?

A. Certainly it does.

Q. 1,215. Do you consider yourself a better judge of the man’s capacity for work
than the man himself?

A. We consider that we know what he ought to do.

Q. 1,216. What do you mean by that?

A. A fair average day’s work.

Q. 1,238. You would fine the good man and the better workman because he was
a good man and a better workman?

A. According to that rule.

Candidness of this kind at the national level was exceptional, as Pratt recognised.

It 1s not much use searching among union rules for clear evidence of the adoption

and enforcement of a principle which has become the bane of our industrial system.

The average trade unionist is much too cute to offer evidence against himself in this

way. The more prominent leaders would, of course, disavow the principle; but

though they may not encourage it openly, they do so tacitly, and their subordinates,

‘shop delegates’ etc. do so directly.?
Here Pratt arguably demonstrated greater perception than writers like Cole and the Webbs. The
latter, notes Fox, were mislead into believing that labour was abandoning restrictionist tactics
by ‘heeding too much the statements of national leaders, and too little the quiet but unremitting
defence of "custom and practice” by work groups on the shop floor.™ It is in union regulations
at branch or district level that limitations to output are most frequently encountered. Burgess,
for example, says that local rules of bricklayers’ societies often specified limits to working.

Manchester bricklayers in 1869 were fined for ‘running or walking beyond a regular speed.’*

It was said to be the fifth rule of the Leeds bricklayers’ lodge that:

I'Cited in S. and B. Webb, Industrial Democracy (New edn., 1902), p. 305.
2 Pratt, Trade Unionism, pp. 26-7.

Y A. Fox, History and Heritage (1985), p. 214.

* Burgess, Industrial Relations, p. 120.

56



Any brother in the union professing to carry any more than the common number,

which is eight bricks, shall be fined 1s., to be paid within one month, or remain out

of benefit until such fine be paid.'

Also cited before the Trade Union Commission was a rule of the Bradford branch of the
Labourers’ Union:

You are strictly cautioned not to outstep good rules by doing double the work you

are required (by the Society), and causing others to do the same, in order to gain

a smile from the master. Such fool-hardy and deceitful actions leave a great portion

of good members out of employment the year round.?

In 1892 it was a reported stipulation of the General Labourers’ Union of Darwen:

That any man found running or working beyond the regular speed or trying to run

off or take any advantage of his fellow workmen, be fined for such an offence as

the committee may think proper.?

The Hull branch of the Shipwrights” Society ruled that a ‘day’s work in metalling’, i.e., affixing
copper to a ship’s bottom, ‘shall in no case exceed 25 sheets on hard wood strips, and 28 on soft
wood strips.’® As is discussed below, officials in the Leicester district of the Shoe Makers’
Union raised techniques of output limitation almost to the point of science.

Again the gas industry provides instances of local restriction. W. Thorne, General
Secretary of the Gas Workers’ Union, described in 1892 how men at the Bromley Station of the
Gas Light Company voted to limit daily production to 76 retorts. The company called instead
for 80. To ‘avoid conflict’ the union agreed to do 80 retorts over the six months before and
after Christmas. When, at the end of this period, the men returned to 76 the company divided
the workforce into those prepared to complete 80 retorts and those who were not. ‘Intimidation’
was applied to the latter, several being dismissed. Balloted again, the men elected to restore 80

retorts.’

Figuring more prominently in local union regulations suggests that output restriction owed

''R. C. on Trade Unions, 1st Report, Q. 3,122.
*1Ibid., Q. 3,120.

3 R. C. on Labour, C, Vol. IlI, Q. 26,112.

* Schloss, Industrial Remuneration, pp. 22-3.

SR. C. on Labour, C, Vol. IIl., Qs. 24,867-70.
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less to conscious leadership strategies than to everyday work group practices. Effort constraints
were not imposed ‘top-downwards’ upon feeble-minded operatives. They originated within, and
drew strength from, established shop-floor opinion and procedures. Even the Masons’ Rule 11,
introduced in 1865, ‘was generally understood previous to that.”

Output limitation and trade unionism were, nevertheless, frequently associated, and each
reinforced the other. There was a bias towards restricting labour supply at all levels of union
organisation. No union was likely to encourage expanded numbers of entrants into its trade, and
a call to raise effort levels was equally improbable. Unions exerted, however, their greatest
impact in causing labour to become more self-conscious. The very act of clarifying procedures
prompted reflection upon the ends they served and their appropriateness as means. Such a
process was part of that move from custom to contract which Hobsbawm has identified in the
second half of the 19th century. Previously workmen had conceived of effort levels and wage
rates as contingent upon status and custom rather than market bargaining, but by the 1870s this
was changing, with skilled workers, in particular, wishing to render labour scarce so as to raise
its price. And Hobsbawm suggests that:

It is at least possible that certain groups of workers now began systematically to

allow their output to sink unless held up by incentives, or else that the weakening

of older forms of labour discipline or tradition produced the same result.?

Contemporary writers similarly spoke of a consolidation of the ‘cash-nexus’ between men and
employers. ‘To enable themselves,” wrote Thornton of unions in 1868:

to get the highest attainable wages, and to do in return the least possible work,

doing that little, too, with the least possible inconvenience to themselves...such,

stripped of its various glosses and represented in its natural colours, is their simple

scheme.’

We should not follow Hobsbawm and these other writers so far. There is much evidence

of output restriction in the 1860s, and no reason to assume it a new phenomenon even then. Nor

U'R. C. on Trade Unions, 1st Report, Q. 1341; this was true of the Flint Glass Makers’ rule of two moves per
turn also.

2 E. Hobsbawm, ‘Custom, Wages and Workload in Nineteenth-century Industry’, reprinted in Labouring Men
(1964), pp. 348, 351.

3 Thornton, Labour, p. 200.
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was it confined to skilled or organised workmen. What unions did was encourage amongst
labour a belief that it had interests distinct from, even opposed to, those of employers.
Successive master builders, appearing before the 1867 Trade Union Commission, cited unions
as solvents of the ‘personal compact’ between employer and operative. G. Trollope recalled how
there used to be ‘some sort of attachment between master and men,’ but that had entirely gone and
‘it is the unions and nothing else that has brought about that result.” The men’s individuality had
been lost. ‘I have talked to them and argued with them, but in two or three days’ time it is all
obliterated by the influence of the union.”' It was, declared A. Mault, Secretary of the General
Builders’ Association, customary for working arrangements to be settled by mutual agreement of
master and man.

A master had a set of men that he kept by him for 10, 20, or 30 years, in fact very

often for the whole term of their lives. The men did not receive more wages in good

times or less in bad times...the man was always to be found work and always to be

prepared to make an extra push when the master required it.?
But trade unionism had fractured allegiances:

A workman at the present time is taught to think that in any question in which his

duty to himself or to his master militates against his duty to workmen in general, the

former must give way to the latter, and he is also taught to think that there are many

cases in which those two classes of duty do militate...?

Intensity of labour naturally constituted a scene for this process of differentiation. Existing
limits were underscored, while formalisation brought more stringent enforcement. ‘I am sure,’
said Mault, ‘that as much work is not done now as used to be done, and that is attributable to the
feeling generated by the union,” according to which the old notion of a worker:

having a duty to perform, and his pleasurably doing that duty to his master, is to be

put upon one side, and that he is to think that if he does too much work, other people

will be kept out of employment.*

To summarise. Trade unions did not innovate the practice of output limitation, nor were

'R. C. on Trade Unions, 1st Report, Qs. 2,904-5.
2 Ibid., 3rd Report, Q. 4,236.

YIbid., Q. 4,322a.

*Ibid., Q. 4,322.
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they responsible for its continuance. But they rendered it more conscious and heightened its
effectiveness. As J.R. Commons remarked in 1904, the ‘non-unionist does not change his nature

when he becomes a unionist, but merely has more power to do what he wanted to do before.”

Direct Motives for the Limitation of Effort
Operatives did not put all the energy they were capable of into their work. Output and standards
of material well-being were consequently lower than they would otherwise have been. Why did

labour act in this way? Several reasons were given by workmen to justify output limitation.

(1) Maintaining the Standard Rate
It was widely believed that if production was increased, remuneration per unit of effort would
fall. A Durham colliery manager attributed the ‘restrictive principle’ amongst his employees to
an idea:

that they would limit the produce of coals from the mine, reduce the stock on the

colliery in case of a strike, reduce the supply to the market, increase the price of

coal, and thus raise the wages.’
If the worker produced more, it was possible that he should find himself earning wages little
above those before, whilst having to put forth more effort. Such scepticism as to the ultimate
reward from greater application was intimately connected to the phenomenon of rate cutting.
A piece worker lifting his output could, it was alleged, expect his payment per unit to be cut so
as to keep his wages within bounds acceptable to the employer. A Government committee
inquiring into the Textile Trades in 1918 concluded that, of the factors hindering productivity,
resentment of rate cutting was:

probably the most widespread, and is certainly the most powerful in creating

distrust and ill-feeling between employer and employed. The fear on the part of the

workers that if they exert themselves to the utmost they will not reap the full reward
of their efforts is easy to understand and not altogether groundless.’

' Cited in Mathewson, Restriction of Output, p. 6.
2 R.C. on Trade Unions, 6th Report, Q. 11,791.

' D.C. on the Position of the Textile Trades, p. 115.
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There emerged in these circumstances a notion of a quantity of work 1t was ‘safe’ to perform,
which if exceeded was likely to prompt wage cuts. Rate-cutting and its effects lie, in many
respects, at the heart of output limitation.

Underlying this unwillingness to labour harder for uncertain benefit was an attachment to
the principle of a fair day’s work for a fair day’s wage. Dividing the former into the latter
yielded the ‘standard rate’ of return to effort, to maintain which, the Webbs acknowledged:

Various unions of operatives working at time wages have from time to time

attempted to secure a real, as distinguished from a nominal identity in the rate of

remuneration, by fixing, not merely the minimum money wage, but also the

maximum amount of work to be done for that wage.'
Besides notions of customary fairness which gathered around the standard rate, Huberman has
argued that it reflected, also, workers’ concern with life-cycle earnings. Focusing upon the
experience of cotton spinners in the first half of the 19th century, Huberman notes that the
uncertainty of the market, combined with the breakdown of traditional kinship networks and the
absence of unemployment insurance, caused operatives to seek a wage and employment bundle
that provided them with income support over their lifetime. Maintaining a standard rate of
reward was an important element of the bundle since, he writes, ‘it gave workers some

protection that as they aged they would not have to work harder to maintain their levels of

income.’?

''Webb, Industrial Democracy, p. 304.
2 Huberman, Escape from the Market, p. 38.

61



(11) The Lump of Labour Theory

The most important motive for limiting output arose from a conviction that if each workman
produced more total employment would decline. This ‘lump of labour theory” assumed there
was, at any given time, a fixed amount of work to be done. The more performed by one
workman, the less remained for others.'

This idea was long and widely entertained by labour. In 1832 the Poor Man’s Advocate
called upon operatives to ‘lesson their labour that they may enjoy the more. Let them cease to
"produce" so much, that the "demand" for their labour may increase.’””> Almost a century later
a Report on the engineering industry found that:

there seems to have been in certain quarters a belief that there is only a certain

amount of work to be done, and that it is necessary that this work should be spread

over the largest number of workmen possible.

The Labour Commission was told by a member of the Society of Carpenters and Joiners:

If a man was working piece-work he would not work piece-work for anything less

than time and a half. Now if we had 50 men working on a ship, and they are

receiving time and a half, if they were satisfied with time wages, there would have

been work for 25 other men.*

That increased output could damage employment was a reason cited by the Secretary of the
Portsmouth Branch of the Shipwrights’ Society for his union’s objection to piece-work:

We have to work harder, and the consequence is that we are doing more work,

which other men should be employed to do. That is the general system under

which we try to govern our Association - that no man shall work piece-work or
overtime if there is an idle man to be got.’

It is sometimes said that this viewpoint was more common amongst operatives than the

better educated union officials. While union leaders rarely evoked the doctrine, this may simply

! Schloss, Industrial Remuneration, p. 80; S. Webb, Works Manager To-Day (1917), p. 57.
2 Quoted in S.J. Chapman, Lancashire Cotton Industry (1904), p. 99.

¥ D.C. on the Position of the Engineering Trades, p. 14.

*R. C. on Labour, A, Vol. 1Il., Q. 22,086.

S Ibid., Q. 21,789.
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reflect, as Fox suggests, their sensitivity to middle class opinion.! Some were less reticent. The
Secretary of the Union of Boot Clickers stated before the Labour Commission that, to maximise
employment, hours of work should be reduced and output per worker regulated.” And unions
frequently argued that diminutions in working hours, even with wages unchanged, would bring
increased employment - which comes to much the same thing. The Trade Union Congress in
1869 resolved that a shortening of hours of labour would ‘assist in finding employment for the
unemployed.” The Secretary of the Masons’ Society asserted, in 1867, that the benefit of
reduced hours, besides greater hourly wages, was employment ‘for an increased number of
hands.’* Reduced unemployment was, from the beginning, an advantage urged by Tom Mann
and other campaigners for an Eight Hour Day. Just as reduced hours increased employment,
overtime diminished it. When founded in 1850, the A.S.E. attacked systematic overtime, and
in 1892 the Society’s districts unanimously believed that abolition of overtime ‘would find
employment for a large number of men who are less fortunate, and of a necessity walking the
streets; and thereby bring about a more equal distribution of those benefits which arise from
good trade.”

Behind this concern with the employment consequences of greater output was the dread
of unemployment. Possessing little beyond his capacity to work, subject to the unstable
environment of early capitalism, confronted by unprecedented technological change, seeing
traditional mechanisms of support overwhelmed: with such a history behind and around him, the
typical operative not unexpectedly regarded unemployment as a calamity. °If there is one thing,’
said the dock-worker George Milligan, ‘more than another that even the stoutest-hearted son of

toil dreads, it is to be out of work.” Increased earnings in the immediate term could thus present

' Fox, History and Heritage, p. 214.

*R. C. on Labour, C, Vol. II., Q. 15,182.

7 R.A. Hadfield and H.De.B. Gibbins, Shorter Working Day (1892), p. 34.
' R. C. on Trade Unions, 1st Report, Q. 1,186.

SR. C. on Labour, A, Vol. 1II, Q. 22,658.
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an unacceptable bargain if purchased at the expense of job security. Through output limitation
the operative hoped to stabilise employment and earnings.

Self-interest entered the employee’s reasoning in other ways. Unemployed workers
represented a burden upon union funds, and the greater the ‘reserve army of unemployed’ the
weaker the position of those in work. Yet altruism was present also, since an individual could
usually best further his own chances of avoiding redundancy by out-performing his fellows. This
aspect of worker motivation was similarly evidenced by the fact that in trades such as cotton
textiles, glass, and engineering, shortage of orders caused demands for short-time working in
which all operatives, including the stronger and more skilled, shared in reduced hours so as to
maximise employment.

Did the belief that greater productivity diminished employment have any justification? The
‘lump of labour’ theorem has been refuted many times. It frustrated Shadwell to discover that
workmen seemed ‘unable to understand that demand expands indefinitely with cheapness and that
lowering the cost of production increases employment.”’ The Departmental Committee on
engineering held it:

a fallacy to believe that within practicable limits, the demand for engineering

outputs is a limited quantity. There would appear to be no reasonable limitation to

engineering demands from the world at large for certain articles.’
Ernest Benn attempted to disabuse labour of its suspicions. Suppose, he said, a chair sells for
£3, but that, as a consequence of workmen doubling their output, reduced average costs enabled
the price to diminish to £2.

It is a solid fact that the market for chairs at £2 is five times as large as the market

for chairs at £3...That is nothing to do with capitalism, it is no part of any ‘system’,

it is no conspiracy by profiteers, it is not a trick to cheat the workers, but a simple,

common human fact...’?

Each of these authors advances a ‘strong’ objection to the lump of labour theorem,

' Shadwell, Industrial Efficiency, p. 554.
> D.C. on the Position of the Engineering Trades, p. 14.

i Benn, Labour Leader, p. 77.
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contending that if operatives in an industry increase output, employment in zhat industry will not
fall and may rise. The validity of this assumption depends on the behaviour of average costs and
the elasticity of demand for the product. For example, if operatives receive piece-wages at a
fixed unit rate and overhead charges constitute a small proportion of costs, increased productivity
can reduce average costs and prices comparatively little, and the amount of labour necessary to
produce the firm’s output will almost certainly decline. Similarly for many products, especially
those catering for a specialised, often luxury market, elasticity of demand was low. Increased
output could then result in fewer men working harder. Obviously, different assumptions would
yield a contrary outcome. The point is that the ‘lump of labour’ theory cannot be casually
dismissed.

That enhanced productivity could, at least temporarily, reduce employment was
acknowledged by J.E. Powell, a contemporary writer on industrial productivity. In some works
where piece-work had been introduced ‘the previous output has been much less than half of what
was reasonably possible.” As a result ‘wonderful increases in output have followed and in many
cases, shortage of work, for which, in consequence, payment by results has been blamed as

o]

"working men out of their jobs. Correcting over-manning could thus reduce employment,
and ‘it is not to be expected that men of any trade...will be enthusiastic in pursuing efficiency
when by such pursuit their means of livelihood will be even temporarily endangered.’® Higher
motives had, therefore, to compensate:

We can only say that there appears to be a duty laid upon every employer and

worker to prevent a false demand for employment by allowing inefficiency of any

kind to exist.’

It may be objected that a contraction of employment in one part of the economy would,

through falling prices and rising real incomes, bring an expansion elsewhere. But while the total

'J.E. Powell, Output Problem (1920), p. 119.

2 J.E. Powell, ‘Future of Payment by Results’, Journal of Industrial Administration, xv (1923), 75.

3 Ibid. Tt is noteworthy that, in his first application of efficiency methods at the Bethlehem Steel Company, F.W.
Taylor increased the average wages of the workers loading wagons by 60 per cent., but reduced employment from

500 to 140. See Brown, Social Psychology of Industry, p. 14.
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volume of employment might not fall, it was unlikely that a worker losing his job in one sector
of the economy would secure employment in another, probably located elsewhere in the country.
The operative possessed of a definite skill, manufacturing a product for a specific market, could
be forgiven for assuming that the task before him was well defined, not admitting of indefinite
extension or easy replacement. What is more, in certain trades - such as ship and house building
- work was task specific. Once a job were completed there was no guarantee another would be
immediately available. Tressell’s ‘ragged trousered philanthropists’ were ever aware that work

was a scarce resource, completion of which threatened a return to poverty.

(ii1) Preference for Quality
A third objection to increasing output arose from the belief that faster working entailed a decline
in product quality. Operatives were not indifferent to the form of effort. Whatever the initial
quality of a manufactured article, we can be confident no workman gained satisfaction from
producing a piece that was inferior, and it was appreciated that this is what accelerating
production frequently entailed.

This view was strongest amongst craftsmen. Sturt, for instance, found the ‘temper’ of the

wheelwright’s made lowering the quality of the product ‘out of the question.”

As we shall see,
the sacrifice of quality to quantity perceived to be required by piece-work was one of the chief
objections to the system. Such debasement had itself damaging consequences for productivity.
As work becomes less interesting operatives tend to slow down, talk, and become restless.”> A
1934 study considered the effect of incentive schemes upon girls making sweets, each working
successively at five processes. With the introduction of piece-work, output on some processes
increased by more than on others, and in the task of unwrapping faulty chocolates failed to

increase at all. When asked to list processes according to preference, it was found that

favourably viewed jobs exhibited greater increases in output. Unwrapping was widely disliked:

' G. Sturt, Wheelwright’s Shop (1923), p. 53.
2 Marriott, Payment Systems, p. 225.
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The unpleasant nature of the task, combined with its apparent aimlessness, created

a feeling of aversion which weakened the inclination to work and caused it to be

described by the operative as boring and dull.’

Yet in resisting deteriorating quality the operative was often motivated by a wider
perspective. Glass makers regarded a quality product as the ultimate guarantee of the prosperity
of the trade. Furniture producers were of similar opinion:

The type of work for which the employers wish to establish a system of payment

by results is ‘low-grade, shoddy work which is now being sold in the retail shops

as furniture.” The unions believe that this cannot but be detrimental in the long run

to the best interests of the trade, and they are not prepared to lend any support to
such a tendency.’

(1v) Hierarchy and Status

If everyone does their best a hierarchy will emerge, some earning above the average, others
below. This operatives did not wish to see. Nineteenth century workshop opinion endorsed
rankings founded upon length of service and degree of skill. While these often went together,
rapid production was likely to be at variance with both.

By limiting production workmen could reduce disturbance to those features of the
hierarchy they valued. This was particularly important for operatives on piece-work.
Unchecked, it threatened to create a new order based upon productivity, with weaker and steady
workers placed at a disadvantage. In the engineering trade of 1918 it was believed, for example,
that ‘older or less experienced hands must not be handicapped by the superior powers of
production of their fellow workmen.”? There could be no doubt, said the Webbs, ‘that a
considerable section of the wage-earning class have a deeply-rooted conviction that the
conscientious, industrious, and slow mechanic ought in equity to receive no less pay than his

4

quicker but equally meritorious neighbour.” Colonel Maitland, Superintendent of the Royal

' Ibid., pp. 189-90.
2 J. Hilton, Are Trade Unions Obstructive? (1935), p. 185.
' D.C. on the Position of the Engineering Trades, p. 14.

* Webb, Industrial Democracy, p. 285.
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Gun Factory, told an 1887 Inquiry that the men fixed ‘the amount themselves that they take
away, which is a little over a time and a half you will observe. Practically, they say, we will
not do any more.’ This was partly because ‘they do not quite like to throw the less able workers
too much into the background. I think there is that feeling amongst the men a good deal.”’ In
the Carriage Department the Superintendent acknowledged that wage differentials between piece-
workers on similar work were only around 1s. 6d:

I think there is a very strong desire on the part of the men themselves to be upon

an equality as a rule, and that any selfish impulses would be more or less nipped

in the bud by external pressure.’

Unions were frequently charged with ‘levelling’ performance. A building master complained
in 1867 that:

if there should be an inferior man who is a member of the union and there are three

other men on the scaffold with him, in all probability the three union men would

accommodate their work to the inferior man, and although they could do much

more they would not finish theirs until he got his done.’

Unions, contended the Secretary of the Building Masters’ Association, ‘endeavour to equalise
the value of labour by reducing the work of the more industrious and skilful to the standard of
the least industrious and skilful.

The order sanctioned by labour was regarded as superior to any thrown up by competition,
rewarding skill, patience, and a willingness to make sacrifices for the good of the work group.
Each workman realised that even if faster and stronger than other operatives, time and chance
could reverse the situation to his disadvantage. Whereas to a building-master union opposition
to piece-work controverted ‘the natural law, that an industrious and an intelligent man should

have no obstacle place in the way of his making the most of his industry and his intelligence,’

unions in the furniture trade justified opposition on these very grounds. They did not object:

' Manufacturing Departments of the Army, Qs. 906-7.
2 Ibid., Qs. 1,560-61.
3 R. C. on Trade Unions, 3rd Report, Q. 4,433,

* Ibid., 1st Report, Q. 3,117.
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to all differentials in earnings. They realise that some men are better workers than

others, and they approve of the recognition of merit by increased payments above

the minimum scale. Carvers, for example, are rated according to their individual

ability. Some can only do ordinary moulding, others are real masters, and there is

a committee which decides what the rate for any particular man shall be... What they

object to is a system which sets one man against another, and of which the sole

criterion is speed...It places a premium on physique rather than on craftsmanship.’

Frank’s work on the role of status in social organisation throws additional light on these
attitudes.? When, he argues, effort and earnings play some part in the establishment of a
workplace hierarchy, operatives would still have an incentive to restrict output. Any individual
would be tempted to increase his application, hoping to secure not merely enhanced earnings but
increased status. With other operatives behaving similarly, the latter objective is frustrated. The
return to effort appears misleadingly large. Ceilings to piece-wages set by workshop opinion or
union regulation could check such mutually damaging conduct.

We have omitted hostility towards machinery as a distinctive factor motivating effort
constraints. This is not to deny that many workmen objected to mechanisation and sought to
restrict the output of machines. How labour hindered the performance of new machinery in the
shoe trade is considered below. Cotton spinners resisted the introduction of self-acting mules,
while the automatic loom enjoyed at best grudging acceptance from cotton weavers, with frequent
disputes over wages and workloads.> Printers, during the late nineteenth century, operated
compositing machines at below feasible rates. When pneumatic riveting machines were
introduced into shipyards after 1900, requiring three men for their operation, the Boilermakers’
Society enforced retention of four-man squad’s.’

Failure to maximise machine production was partly actuated by dislike of machinery as

such. But the policy is best understood in terms of the motives considered above, for on all

grounds machinery constituted a threat to labour interests. With greater output per operative,

! Hilton, Unions Obstructive?, pp. 185-6.
> R. Frank, Choosing the Right Pond (1985).
3 Lazonick, ‘Industrial Relations’, 257.

*E.H. Lorenz, ‘Evolutionary Explanation tor Competitive Decline’, Journal of Economic History, 51 (1991), 920.
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not only would selling prices and the reward to effort decline, but it was expected that fewer
workmen would be employed. Mechanisation was associated with the manufacture of
standardised products and diminished worker discretion. Lastly, by transforming work,
machinery challenged the established ranking of earnings and status.

Workmen did not conceive of increasing output as a simple, once-and-for-all matter,
raising earnings or reducing costs in some fixed ratio. They regarded it as a complex process.
Expanding output would generate some reaction, either automatically, or by the forces of the
market, or by employer volition. The extent and nature of this reaction was unpredictable, yet
it was certain that the eventual pay-off to enhanced productivity would be altered, and in ways
possibly damaging to the operative or labour as a whole. Whatever the worker’s initial position,
he suspected that boosting output could ultimately make it worse. Had they been asked, British
workmen would probably have echoed the fears expressed by operatives at the Hawthorne Plant:

If we exceed our day’s work by any appreciable amount something will happen.

The ‘rate’ might be cut, the ‘rate’ might be raised, the ‘bogy’ [standard output]

might be raised, someone might be laid off, or the supervisor might ‘bawl out’ the
slower men.'

' Quoted in Marriott, Payment Systems, p. 191.
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Chapter 4

The Social Background to Output Limitation

Though distinct, labour’s motives for holding-back production were elements of a wider
movement within society. Preserving the standard rate, maintaining employment, upholding
workmanship, supporting factory hierarchies: by all these means did operatives reflect the 19th
century’s search for order.

Throughout history man has sought to bring stability to his economic life. Thus trade in
mediaeval England was hedged around by regulations designed to protect various communal
interests, it being understood that every economic decision had political, military, and religious
implications. However through a process which gathered momentum from the 16th century,
formal constraints upon the operation of markets fell into abeyance. Polanyi has described how
the market system, once freed from control, proceeded to restructure society in line with its
requirements. If industry were to be organised through the price system, it was essential that
labour and land be available as commodities. The consequences of this men could not long
tolerate, for:

the alleged commodity ‘labour power’ cannot be shoved about, used

indiscriminately, or even left unused, without affecting also the human individual

who happens to be the bearer of this peculiar commodity. In disposing of a man’s

labour power the system would, incidentally, dispose of the physical, psychological,

and moral entity ‘man’ attached to that tag.'

Accordingly there developed, from the middle decades of the 19th century, a movement

to re-assert social control over the economic process; to limit the market’s disturbing features

and protect individuals and the environment from its damaging effects.?

' K. Polanyi, Origins of Our Time (1945), p. 79.
2 Ibid., pp. 81-2, 133-4.
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Polanyi’s analysis bears important similarities with that developed twenty years earlier by
J.R. Commons. Writing of the American context, Commons identified the process of a
‘Reasonable Stabilisation of Capitalism’ through custom, which he dated to the late 19th
century.! The 18th and early 19th centuries had been characterised by the abolition of the
restrictions ‘of mercantilism, of guilds, and of ancient custom’ in accordance with the doctrines
of competition and unregulated private property. However:

the 19th century, with its alterations of prosperity and depression, its overemployment and

unemployment, its unregulated and cut-throat competition, showed the mistakes of this

doctrine, and hence, at the close of this century, the period of stabilisation began to take
shape.?
Yet this stabilisation was not inevitable:
it has been the conscious activity of the collective wills of businessmen, of workingmen,
of farmers, of the judiciary, of legislatures, and of public boards and commissions,
endeavouring to adapt their customs, their rules and regulations, to the new industrial
conditions...’
The guiding concepts, according to Commons, were the common-law ones of reasonable practice
and reasonable value, developed through the ‘age-old practices of custom.’

In Britain the reaction against the unregulated market occurred at a number of levels. In
the world of ideas, criticism of the doctrines of laissez faire liberalism grew in extent and
confidence. The works of Carlyle, Ruskin, Morris, Matthew Arnold, and T.H. Green could ail
be cited. In the expanding middle class professions, associations arose to organise these
practitioners and represent their interests. Strict rules governing qualifications and promotion
were considered essential for maintaining the quality of the service and the respectability of its
practitioners. In the legislative sphere, a growing tendency for the state to interfere in the

formation of contracts, grant privileges to organisations as opposed to persons, and undertake

a wider array of functions, caused Dicey to characterise the mid-Victorian years as marking the

'J.R. Commons, ‘Marx Today: Capitalism and Socialism’ (1925), reprinted in W. Rutherford and W.J. Samuels
eds., John R. Commons: Selected Essays (1996) 11. 379, 385.

2 Ibid., 38.
Y Ibid.
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ascendancy of ‘collectivism’ over ‘individualism.”' The dramatic increase in the scale of
government is indicative. In 1851 64,000 males worked in public administration; by 1901 the

figure was 191,000.

Within industry, also, the second half of the century saw a tendency toward employer
organisation, and Joyce shows these years to be ones in which paternalism achieved its highest
development. To the professional concept of justification through service there corresponded a
belief in ‘the civilising mission of industry.” But of more lasting importance, some employers
began to recognise (and others had never forgotten) the economic limitations of relying solely
on the market mechanism in conducting employment relations. While the supply of labour at
the market wage rate may have been adequate in quantitative terms, firms also had an interest
in the quality of that labour - its skill, productivity, and reliability.* Huberman has shown how,
in the early decades of the 19th century, Lancashire cotton spinners made active use of the
external labour market in seeking to minimise labour costs, discharging workers failing to
conform to factory discipline, laying-off workers during periods of bad trade, replacing male
spinners with cheaper women and young people, and cutting piece-rates whenever market
conditions appeared to warrant. However over time employers, particularly those specialising
in high quality fine cotton, began to appreciate the costs of this strategy. Employment of women

and inexperienced hands raised wastage costs; frequent rate cuts undermined the standard rate

"' A.V. Dicey, Law and Public Opinion in England (2nd edn., 1914), p. 64.

2 B.R. Mitchell, British Historical Statistics (1988), Ch. 2, Table 2. Dicey’s work has given rise to a substantial
debate on the chronology and motives of state economic regulation in 19th century Britain. In an early article J.B.
Brebner attacked Dicey’s linking of the age of laissez faire with the writings of Bentham, arguing that ‘Bentham was
the archetype of British collectivism.’[*Laissez Faire and State Intervention in Nineteenth Century Britain®, Journal
of Economic History, viii (1948)] The role of the Benthamites was itself downplayed by O. MacDonaugh, who saw
the growth of government intervention as a piece-meal process, emerging in response to particular problems.[‘The
Nineteenth Century Revolution in Government: A Reappraisal’, Historical Journal, i (1958)] A similar point was
made by D. Roberts, who claimed that had ‘Bentham never written his epochal works, Victorian reformers would
probably have contrived their poor laws, factory acts, and educational schemes, all fitted out with central
inspectors.’[‘Jeremy Bentham and the Victorian Administrative State’, Victorian Studies, ii (1959)] The work of these
‘revisionists’ was forcefully countered by H. Parris [‘The Nineteenth Century Revolution in Government: A
Reappraisal Reappraised’, Historical Journal, iii (1960)] and J. Hart [‘Nineteenth Century Social Reform: A Tory
Interpretation of History’, Past and Present, 31 (1965)]. The whole debate has been well summarised by V.
Cromwell in ‘Interpretations of Nineteenth Century Administration: An Analysis’, Victorian Studies, ix (1966).

3 P. Joyce, Work, Society and Politics (1980), pp. 136, 153.
4 Huberman, Escape from the Market, p. 6.
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and prompted employees to respond with output restriction; and short-term contracts provided
little basis for the development of reciprocal trust and cooperation. As a consequence these firms
began moves to, in Huberman’s words, ‘escape from the market,” developing employment
packages that were, in the eyes of the workforce, fair. This involved working short-time, rather
than discharging hands, when trade declined; giving, if bad trade persisted, preference in
employment to senior hands; and avoiding, so far as possible, piece-wage reductions in
acknowledgement of operative attachment to the standard rate. Firms following this strategy
gained reputations as good and fair employers, thus attracting the services of steady, skilled,
labour, which cooperated within the workplace to maintain high levels of effort.

Huberman here describes only the beginning of a process whose impact was by no means
general during the 19th century. He himself notes that his remarks apply chiefly to the high-
quality fine-spinning section of the cotton industry; in the course-spinning and rural sector
employers continued to shape their employment strategies according to external labour market
conditions. As we shall see, this remained a widespread feature of industry throughout the
century, particularly in small and medium sized firms which did not possess the resources or
incentives to internalise labour relations.

Further, as Huberman again recognises, the impetus towards the insulation of employment
practices from market contingencies arose primarily from the demands of workers themselves,
and it was indeed the case that the reaction against the unchecked market mechanism operated
earliest and most sustainedly amongst working people. From the beginning operatives resisted
attempts by employers to apply tests of efficiency to an ever-wider share of productive decisions.
Workers in traditional crafts sought the enforcement of legislation regulating wages and
apprenticeship, but any success was temporary, as laws appealed to were abolished.! Operatives
therefore sought to develop systems of self-defence. The poverty and impotence of the individual
tradesman rendered a stable and supportive society essential for his well-being. And if workmen

could not, initially, shape the wider society to their needs, they could at least regulate the world

"' H. Perkin, Origins of Modern English Society 1780-1880 (1969), pp. 188-89.
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of labour. To this end there occurred a steady development of communal organisations, the basic
object of which was to secure to the workman greater control over the condition of himself and
his family. By organisation the workman hoped to reduce uncertainty, even out good times with
bad, defend his status, and provide some basis for the fuller life education and rising incomes
promised. All of which was especially important for skilled operatives desiring respectability
and opportunities for self-improvement. These the market afforded in a contingent and transitory
way. Stability and security were their sine qua non: to feel ‘somewhat settled,’ said the
Boilermakers’ Monthly Report, ‘is one of the things a respectable man wants."'

Trade unions grew in membership over the second part of the century. In 1892 about a
fifth of all males engaged in manufacturing and transport were organised. So far as possible they
limited employer power over labour utilisation through a host of regulations and customs relating
to ‘hours of labour, overtime, the right of entrance to trades, demarcation of jobs, methods of
payment, the regulation of boy labour, manning ratios, the exclusion of women and

2

unapprenticed men to certain occupations, the right to use certain tools...”> Against such

constraints manufacturers chafed. In circumscribing individual initiative, complained one, trade

3

unionism ran against ‘all the principles that regulate progress.’” Building masters in Leeds in

1867 noted that, with free trade in labour, each operative was able to:
Work piece or contract work, and by so doing increase, in proportion to his skill
and industry his weekly earnings, and to share with his employer the profits of his
labour. To embrace any opportunity for improving his individual position, or of
obtaining increased remuneration for his services. The result of all this would be:
That each workman would find his own level.*

Yet with unions the worker was no longer free ‘to embrace any opportunity of increased

remuneration; though better educated, more skilful or more industrious than his fellow, he cannot

" Quoted in McClelland, ‘Time to Work’, p. 200.
> Fox, History and Heritage, p. 274.

*R. C. on Trade Unions, 9th Report, Q. 16,919.
* Ibid., 3rd Report, Q. 4,572.
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rise above others of his class.”! Unions, in short, had no intention of allowing the individual
to ‘find his own level;’ this, and the conditions of work associated with it, were to be
consciously regulated.

Other collectivities besides unions brought stability to the workman’s life. Assisting
operatives in times of sickness or unemployment was a concern of the Friendly Societies, which
emerged in the 1830s and 1840s. There were in 1847 around 10,000 societies, with a
membership of 782,000.> By the mid 1880s over four million adults ‘were active participants
in the life of the societies.” Membership of the Co-operative retail society simultaneously grew
from a few thousand in the early 1850s to half a million in 1881 and three million in 1914.*
During the later decades of the century these organisations were joined by a host of others -
sports and recreational clubs, allotment societies, building societies, political parties. Not all
were originated by workmen. Working Men’s Clubs, founded by middle class reformers with
a view to refining the habits of the working classes, were ‘absorbed’ by their members during
the 1880s. The number of associations affiliated to the Working Men’s Club and Institute Union
in 1904 was 1,000, accounting for a membership of 250,000.°> Already in 1870 labour’s
attempts to make a settled existence for itself amidst the new industrial society disillusioned a
former Chartist. Once the working men of Lancashire, though poor, could be found huddled
together discussing great issues of ‘political justice’:

Now you will see no such groups in Lancashire. But you will hear well-dressed

men talking, as they walk with their hands in their pockets, of ‘Co-ops’ and their

shares in them, or in building societies. And you will see others, like idiots,

leading small greyhound dogs.®

Formal elaboration of an organisational framework for a workman’s life was accompanied

U Ibid.

2 J.H. Clapham, Economic History of Modern Britain (2nd edn., 1930), 1. 590.

3 Ibid., (1932), 11. 477.

“ E.J. Hobsbawm, Industry and Empire (1969), p. 163.

> R.N. Price, ‘Working Men’s Club Movement’, Victorian Studies, xv (1971-72).

® Thomas Cooper, cited by Hobsbawm, Industry and Empire, p. 126.
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by equally significant developments at the informal level - inside and outside of the factory.
Indeed, the latter ultimately nurtured and sustained the former. It is in this context that
restriction of output may be best understood, for controls upon application were an essential part
of that institutional structure within which individuals and organisations operated. There were
rules governing productivity, and these were one means by which operatives endeavoured to
bring stability to the workplace. Exercising discretion over the speed of production was valued
in itself, yet it was additionally regarded as a way of regulating employment, remuneration,
status, and the quality of labour. Workmen could produce more, but the consequences of doing
so were unpredictable. And this was a fatal objection since the workman appreciated knowing
what his daily task would be and that it was comfortably within his powers.

Output limitation was not, however, a purely defensive policy, and this for two reasons.
(1) Restriction of output helped lay the conditions for labour organisation. It constrained
individual conduct to the collective rule of the workshop; assisted in producing stable conditions
of work; and was, as the Webbs observed, essential for collective bargaining. A ‘general treaty’
governing payment for work implied some measure to which this rate referred. This was the
Standard Rate, its principle being that operatives should receive identical pay for identical
work." If this rule were to be observed when workmen were paid time wages, effort per hour,
as well as the wage, had to be regulated.

It is a necessary incident of the collective bargain that one man should not underbid

another; and this underbidding can as easily take place by the offer of more work

for the same hour’s wage, as by the offer of the normal amount of work for a lower

hourly wage.
Collective wage negotiations implied workshop effort restraints - or what the Webbs called
‘subsidiary regulations.’

In short, if the fundamental object of Trade Unionism, the enforcement of a

Common Rule, has any justification at all, the principle of the Standard Rate must

be conceded, and if a Standard Rate is admitted, the subsidiary regulations which
we have described follow as a matter of course.?

' Webb, Industrial Democracy, pp. 281, 319,
2 Ibid., pp. 305, 320.
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(2) Restrictions upon production reflected the wider significance of work. A typical artisan of
1860 worked a sixty hour week. Though hours fell during the 1870s, in the last decades before
the First World War the customary week was 54 to 56 hours, with working days of nine or ten
hours.! The workplace could never be simply the scene of a commercial transaction; it was the
sphere in which life itself was chiefly lived, and it was thus natural for work and its social
relations to become ends in themselves. This is evidenced in the attention workmen gave to
maintaining the ‘conditions of the job’ through influencing such matters as overtime, rest breaks,
machine operating procedures, apprenticeships, supervision, and promotion. Claims to
participate in decisions governing the functioning of the workshop were denounced by employers
as infringing their ‘power to manage.’ ‘It is no longer enough,” wrote Thornton in 1868, ‘for
a master to say to his men that he wants a thing done, he must also enquire whether they will
be pleased to do it.”> For Pratt, negotiation over the price of labour was legitimate; not so
interference in production.

What these commentators overlooked was that operatives had interests in their work
besides the earnings it generated, and in pursuing these they were frequently prepared to forgo
income. Some had a potentially positive effect upon productivity. Such was true of the loyalty
many workmen felt towards their employer. Dependent upon the employer for work, income,
and numerous daily favours, there arose in the operative a sense of reciprocal obligation. The
authority of employers, declared the Cotton Spinners’ Association in 1830, was just and all
members ought to ‘pay a due obedience and respect to their respective masters...”> Other values
contributing to production found no simple reflection in quantitative measures. An example was
the concern with the quality of the finished product felt by large sections of the Victorian labour
force. Requiring time and effort, quality working had a price in output, yet it was a trade-off

many workmen considered worthwhile - especially those with a distinct skill. In the munitions

! Bienefeld, Working Hours, p. 106.
? Thornton, Labour, p. 254.

3 Chapman, Cotton Industry, p. 216.
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department of the Royal Ordnance Factory, the most skilled operatives on piece-work never
earned a time-and-a-third. It was the lower-rated men, said the Superintendent, ‘who really get
up to that.”

Several workmen journeying to America with the Mosely Commission in 1903, found the
balance there struck between speed and quality unwholesome. After visiting several engineering
works, D.C. Cummings of the Boilermakers’ Society reported that:

Finish as we understand it is practically unknown; even in the engine works, and

other parts necessary to be machined, only those parts are done that are absolutely

necessary, all the rest being left rough and ugly... American locomotives compared

with our own are extremely ugly, and of inferior work and finish.

Although they might serve their purpose, he would ‘be sorry to see such an age of utility in our
country that would sacrifice all beauty and finish, believing, as I do, that if anything is worth
doing at all it is worth doing well.”> Representing the Bricklayers’ Society, H. Taylor similarly
observed that in America the demand had been mainly for ‘cheap and nasty’ work. The
proportion of ‘faced’ to ‘rough’ work was small, though he hoped that in the future:

demand for faced work will increase, and that architectural designs in brickwork

will assume a more artistic from than heretofore, and that more concern will be

given to the quality of the work executed, thus giving the workman an opportunity

of taking some pride in his craft, and in excellence and character of finish.’

In Britain the bricklayer gave ‘a smaller quantity but better quality for a low wage;’ whereas the
American produced ‘a larger quantity of lower quality for a much higher wage.”* If American
methods were adopted in this country:

Technical knowledge, training, and skill would be at a discount. All that natural

pride the real craftsman takes in the strength, durability, and finish of his handicraft

would be extinguished and destroyed; all the years of struggle and work we have

had to raise the standard of workmanship to its present high standard would have
been in vain, and all would be sacrificed in the interests of present-day utility

' Manufacturing Departments of the Army, Q. 3,148.

2 A. Mosely, Reports of the Mosely Industrial Commission (1903), p. 83.
YIbid., p. 178.

4 Ibid., p. 179.

SIbid., p. 181.
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Skill was not, in the opinion of operatives, a mere indulgence. Employers valued the skilled
worker’s ability to make judgements in the unpredictable circumstances of production, and there
was frequently truth in the claim that good quality work secured the long-term success of a trade.
Yet it remains likely that much of the workman’s attention to finish failed to be fully reflected
in measures of production.

Amongst other dimensions of work valued by operatives, yet entailing more explicit
sacrifice of output, was participation in the social life of the workshop. The engineer Thomas
Wright found the employee who considered work ‘even during his working hours...his being’s
end and aim’ to be a monster rarely ‘met with in the flesh,” and his chapter ‘On the Inner Life
of Workshops’ describes some of the ‘traditions, customs, and usages interwoven with, and
indeed in a great measure constituting, the inner and social life of workshops, a knowledge of
which is...essential to the comfort of those whose lot is cast amongst them.’' Beginning work,
the apprentice would soon be introduced to such customs as ‘keeping nix,” which involved:

keeping a bright look-out for the approach of managers and foremen, so as to be

able to give prompt and timely notice to men who may be skulking, or having a sly

read or smoke, or who are engaged on ‘corporation work’ - that is work of their

own.

Another accomplishment was the ability to smuggle drink into the shop ‘in a bold and scientific
manner.’ Apprentices ran such errands for it was on the good-will of the skilled workmen that
they depended ‘for being initiated into those little "wrinkles" and specialities’ of the trade.?

Marriage was the occasion for the ceremony of ‘ringing in.” Permitted to return after

breakfast from a few days’ holiday, the newly-wed’s arrival caused his workmates to commence

hammering against any metal object likely to yield decent sound.

"' Wright, Grear Unwashed, p. 84.
> Ibid., pp. 85-6.
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In a large establishment, the Benedict of the occasion may have to pass several

shops before reaching the particular one in which he works. In that case the ringers

in each shop, having rung him through their particular department, follow him as

he passes out of it, until the whole body of them are assembled in his own shop,

and then the peal reaches its grand climax.'

Alfred Williams’s 1915 account of Life in a Railway Factory shows these customs to have been
confined in neither time or space. Described are the pranks workmen delighted to play -
particularly on All Fools’” Day; the night-shift’s New Year celebrations; how a usually punctual
workman arriving late could find ‘an effigy of himself standing near the forge’ and ‘a salute
composed of hammers knocking on steel plates;’ the excitement generated by the annual ‘Trip;’
the ‘ringing in’ of a newly married man, and a host of other diverting activities.

These accounts highlight the extent to which the energies and emotions of operatives were
directed towards ends other than production. Workmen appreciated the community dimensions
of labour, with the opportunities it provided for camaraderie and rough humour, and their actions
showed them ready to bear the cost in lost output: an attitude to which employers were not
necessarily unsympathetic. One day, recalled George Sturt:

there came, knocking at my office-door, an innocent apprentice-boy with a message

from the wheelwright ... Please sir,’ the boy said, ‘Mr ___ sent me to get a straight

hook.” Of course I ought to have been angry with the man for wasting time in

sending the boy off on a fool’s errand, and with the boy for coming to me when he

must assuredly have been sent to the blacksmith. But in fact I could not be angry.

I sent the boy back. ‘Go tell Mr ___ if he wants a straight hook to come and ask

me for it himself.” And though there cannot have been any profit in that transaction

I have always valued the good temper it betokened all round, as a product of

industry too much overlooked in modern times.?

Work was thus a rich process, tending to a wide range of needs. In the act of production
more was created than commodities. Friendships, skills, loyalties, ambitions, customs, ethical
judgements: all were brought to, and generated by, the manufacturing process. Viewing
production, less as a thing to be maximised, more as an activity taking place within the wider

structure of workplace culture, it is probable that the operative put forth less directed effort than

his employer, and ultimately the consumer, would have been prepared to pay for, and that his

' Ibid., p. 100.

2 Sturt, Wheelwright's Shop, p. 203.
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measured productivity suffered accordingly.

Workmen were not alone in attaching importance to things distinct from income
maximisation. Status, for instance, was a concern of employers with the potential to impinge
upon effort levels. Though occupying the apex of the world of industry, the employer may have
risen to this position from more humble origins, and the social gulf between himself and his
operatives was frequently not fundamental. Further, employers inhabited a cultural environment
in which industry was considered an inferior activity, viewed with disdain, not simply by the
aristocratic classes, but also by the expanding ‘professional’ middle class. His position therefore
doubly insecure, the employer was likely to be sensitive to matters of social status. One area
in which this was manifested was in concern with the level of employee earnings. Like their
workmen, employers did not regard wages as a purely economic category. They, too, had a
notion of a ‘fair’ wage, and there was a sense in which they could judge wages to be ‘reasonable’
or ‘excessive’ without the need to refer to the productivity of that labour. Reference was made,
instead, to the operative’s class position and the level of remuneration in keeping with its
requirements. Thornton noted in 1868 that many people:

who have no personal motive for thinking otherwise - evidently think that there are

certain limits of remuneration which it would be unbecoming for manual labour to

overstep.  This rate of wages they style reasonable and suitable, that,
disproportionate and extravagant.
He recalled the ‘almost angry surprise’ when:

some of us, during the iron-masters’ lock-out of 1865, heard for the first time of

the wages which some descriptions of iron-workers get. How we exclaimed on

being told of shinglers with nearly five, seven, even ten guineas a week!...What

business have mere mechanics - fellows with grimed faces and grubby hands - with

rates of pay so ill-accordant with the stations in life to which it has pleased God to

call them.'

The 1887 committee investigating the Government’s ordnance factories was concerned with
rumours of a period of high wages at the Enfield works. ‘Do you remember,” a Superintendent

was asked, ‘hearing at one time that the workmen used to make very large sums...even some

hundreds a year in the case of ordinary workmen?...Did not ordinary workmen keep gigs and

' Thornton, Labour, pp. 196-7.
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things of that sort?” There had indeed, said the Superintendent, been ‘a foreman who used to
drive up in his gig.”!

Such attitudes tended to create an informal ceiling to workmen’s earnings which labour
also came to acknowledge. As an American observer noted at the turn of the century:

Nothing is more frequent than the remark that the workingman does not need more

than so many shillings a week...This view among employers has prevailed for so

long and is so nearly universal that their every effort is to obtain more work for a

traditional wage rather than to decrease the cost of production by means which will

justify a higher wage...Working men have come to accept the view widely too and

it 1s the acceptance of this theory of status which is at the bottom of the deadlock

in British Industry.?

It was in piece-work that the implications for productivity of this reluctance to pay wages
above a certain level were most direct, since it formed an important factor behind the propensity
of employers to cut piece prices. If an operative, responding to a wage incentive, expanded his
output, what, asked Sidney Webb, would the ‘stupid employer’ be inclined to do?

Because he can’t bear to see the ‘mere workman’ draw so many pounds at the end

of the week, because he finds that the workmen, as he quite frankly says, ‘earning

too much,’ he cuts the rate.’

Schloss commented in 1907 that:

In fixing piece-prices the employer will often keep an eye on the men’s earnings,

and, if he thinks that they are making too much money, will lower their piece-wage

by ‘nibbling,’ i.e. by an insidious process of continual petty reductions.

In England, argued Mosely in 1902:

it has been the rule for generations past that as soon as a man earns beyond a

certain amount of wages, the price for his work is cut down; and he, finding that

working harder or running his machine quicker (naturally a greater strain) brings

in the long-run no larger reward, slackens his efforts accordingly.’

This ‘certain amount of wages’ ranged between a quarter and a half above the standard weekly

time wage for the labour in question. In engineering a 1918 Report found it to have been

' Manufacturing Departments of the Army, Qs. 1,587-88.
? Cited in Offer, First World War, p. 123.

3 Webb, Works Manager, p. 74.

4 Schloss, Industrial Remuneration, p. 71.

° Mosely, Industrial Commission, p. 7.
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‘widely held’ that ‘if a piece-worker drew between time and a quarter and time and a third, that
was the most he ought to earn under the piece-rate.’’ ‘Nothing was laid down in the early days’
of the engineering trade, remarked Powell, ‘as to the amount of earnings which a man should
be able to make, but 25 per cent. became gradually to be looked upon as representing the happy
medium. It may be that when this amount of earnings was exceeded, reduction in job rates were
found to take place...”

Concerned with the status implications of an advance in wages, employers tended to
conceive of their relation with their workforce as a ‘zero-sum game.” An increase in
productivity and wages, though possibly bringing greater profits, was seen as occurring at the
employer’s expense. The Organiser recognised in 1918 that much responsibility for the
restrictionist bias within industry rested with masters who, seeing:

a man has done exceptionally well on piece-work, has said ‘this man is making too

much money; we must cut down his rate.” A more insanely suicidal policy it would

be hard to imagine, yet no one can say it has not been. The spirit which it stands

for has been one of the great obstructions to cooperation between British capital and

labour.?

As a foreman remarked in 1915: ‘what can you do when a girl is earning as much as 15 shillings
a week, but lower the piece rate?™*

Status was not the only factor influencing the conduct of employers. Religious obligations
exerted a powerful hold over many industrialists, as did the ‘paternal ideal,” according to which
the factory master was responsible for the social and cultural, as well as economic, welfare of
his employees. ‘He was not indifferent,” said the mill-owner Hugh Mason in 1868, ‘to the

teachings of political economy, but he should be very sorry if the rigid and abstract rules of

political economy alone prevailed in his workshops...He felt a deep interest in the welfare of his

"' D.C. on the position of the Engineering Trade, p. 14.

2 J.E. Powell, Payment by Results (1924), p. 88.

¥ The Organiser, July 1918, p. 58.

* Report of the Chief Inspector of Factories (1915), p. 49.
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workpeople...The bond which united them was not the cold bond of buyer and seller.”’

Joyce
has shown that such attitudes were far from exceptional. By the 1850s in Lancashire:

works dinners and treats, trips to the countryside and the employer’s residence,

libraries, reading rooms, canteens, baths, lectures, gymnasia, burial societies and

the like were...the rule rather than the exception among the big employers.?

Employers and workmen therefore sought to realise in work and its social relations a range
of objectives. Income was a means to some of these - status, for instance. It was not, however,
the only one, and in pursuing some of those other means - friendship with fellow operatives, the
exercise of skill and patronage, and so forth - wages or profits were almost certainly forgone.
In this producers were acting in ways subsequent research has tended to endorse. Studies show
that it is through work, as well as consumption, that happiness and human development are
furthered.® It is at once the means by which goods are produced and a leading source of the
conditions for well being. Some of the properties of work favouring the producer enhance
productivity, but most do not. In practice the market system resolves this conflict. Resources
expended in production yet not realised in the value of commodities constitute a form of
inefficiency, and competition eliminates such unproductive costs, ensuring that the consumer
obtains goods at the lowest conceivable price. Markets have, in short, a consumer as opposed
to a producer orientation, the interest of the latter in enjoyable and rewarding work being
subordinated to the former’s desire for cheapness.*

What permitted workmen and employers to indulge in actions which raised costs was the
existence of what Fox describes as a ‘margin of slack’ in the British economy, enabling people

to exercise preferences not economically productive.” Since the output from a given set of

inputs will not be maximised, slack implies the existence of what Leibenstein called x-

' Cited in Joyce, Work, Society, p. 134.

2 Ibid., p. 148.

3 R.E. Lane, Market Experience (1991), pp. 240-42.
4 Ibid., p. 334.

S Fox, History and Heritage, p. 168.
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inefficiency.! A firm or economy’s ability to operate at this higher level of cost rests,
ultimately, upon market power. Several factors provided the economy at mid-century with
protection from foreign competition. Most important was its technological lead, which meant
that even if a machine were not operated to full capacity, costs per unit were still lower than
those achievable by competitors. Others included costs of transport; preferences for British
goods in dominion and colonial markets; and idiosyncratic features of the national market. Mid-
Victorian economic growth also eased pressure on costs. In Lancashire, says Joyce, paternalism
became possible after 1850 ‘if for no other reason than the money and time prosperity brought
with it.”> And the general commercial environment could be one in which competitive pressure
was limited - consumers, too, manifest slack. This, according to Sturt, was true of the Surrey
wheelwright trade. He acknowledged in 1923 that he would soon have become bankrupt in the
1880s:

if the public temper then had been like it 1s now - grasping, hustling, competitive.

But then no competitor seems to have tried to hurt me. To the best of my

remembrance people took a sort of benevolent interest in my doings, put no

difficulties in my way, were slow to take advantage of my ignorance. Nobody

asked for an estimate - indeed there was a fixed price for all the new work that was

done.’
Slack arises also from the cultural factors which establish for employers and workers the range
of acceptable conduct. Just as certain forms of repressive work regime were unacceptable in late
19th century England, so did workmen expect to put forth levels of exertion within recognised
limits. Effort, as we have argued, was a social phenomenon, and to this extent so was
production as well.

Due to these market imperfections and wider cultural influences, producers were able to

engage in non-productive activities at limited cost to themselves. Output was forgone, but in the

short term employment or profitability did not appear imperilled. We have enumerated several

"' H. Leibenstein, Beyond Economic Man (1976), Chapter 3.
2 Joyce, Work, Society, p. 147.
3 Sturt, Wheebvright's Shop, p. 53.
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of these alternative interests. To these may be added trade unionism, which absorbed a large
share of the energy of some of the most gifted workers (besides, as Austin and Lloyd remarked,
a significant part of their members’ incomes).! Another were sports and games which, Shadwell
commented in 1905:

are taken more seriously in England than anywhere else; they absorb a much larger

proportion of the attention, interests, energy and thought of the population in all

classes. It is not that young mechanics and mill-hands spend an hour and a half on

Saturday watching a football match; it is that they think and talk football all the

week..?

For one German it was ‘a source of wonder’ to see ‘the thousands who go to Lord’s’ on a week-
day to watch cricket.® Stock-taking at the end of the War revealed, says Clapham, that there
had been amongst those controlling industry ‘a certain indifference towards the attainment of
maximum technical efficiency at the expense of other values, values sometimes doubtful
sometimes high.” It was this indifference which French, German, and American businessmen
mocked when they caricatured the English long weekend.*

[t has been said that the chief advantage of monopoly is a quiet life, and this was true of
slack also. Change is stressful and, for most people, unpleasant. Besides resources utilised in
the process of change itself, relinquishing a given state of affairs usually entails unpredictability.
Individuals, moreover, tend to grow fond of what they do and use regularly. Following tested
procedures not only minimised the daily cares of business but itself reinforced rigidity.
Conservative acquiescence in the starus quo was not confined to operatives. Returning to

England in 1901 the future George V called upon the Old Country to ‘wake up.” It was

supposed, noted Masterman, that this invocation was addressed:

' B. Austin and W.F. Lloyd, Secret of High Wages (1926), p. 102.
2 A. Shadwell, Industrial Efficiency (2nd edn., 1909), pp. 490, 500.
Y Ibid., p. 654.

* Clapham, History of Modern Britain (1938), 1ll. 121.

&7



mainly to the working people, whose extravagant thirst for alcoholic refreshment,
and whose Trade Unions, encouraging an enforced idleness, are creating, in this
theory, a falling-off in commercial and industrial efficiency. But far more than
among the ‘rude mechanicals,” a facing of realities is needed among the classes who
have conquered and attained; and now, absorbed in the difficult art of living under
elaborate standards, finding little superfluous energy or wealth remaining for the
setting of the house in order.’

Williams found hostility to innovation throughout the factory. Many times had he suggested
improvements and been ‘rewarded with the cutting of my prices’ and ‘the mortification of being
"hooted" by my shop mates into the bargain.’

The fact of the matter is, workmen and overseers, too, want to run along in the

same old grooves, at any rate, so far as processes are concerned...There are many

jobs in the sheds which have been done in the same old way for half a century. It

is painful to contemplate the ignorance, stupidity, and prejudice of the staff in

charge of operation.’
Marshall believed managers were prone to the temptation ‘to consult their own ease by jogging
along quietly in accustomed routes, and avoiding the trouble and worry of new initiative,’* while
for Tawney most employers were satisficers, finding the prevailing state of affairs to be, if not
the best conceivable, at least ‘good enough.” An ordinary employer:

does not spend sleepless nights reflecting whether by raising wages he would not

increase the efficiency of his employees, of whether he could not meet the extra cost

by better organisation and machinery, until the need for attending to such matters

is forced upon his notice. While to the outside observer such matters may appear

fluid, to those actually engaged in the industry they usually present themselves as

conditions more or less fixed, which ‘will last our time,’ and to alter which would

involve capital expenditure and the tiresome work of reorganisation.
‘In fact,” concluded Tawney, ‘there are probably not many industries where the actual product
is identical with the potential product under good conditions of labour and management;’
employers, like other people, "get into ruts."

The established intensity of effort was one of the routines or ‘ruts’ of economic life.

Hobson judged it not unreasonable to assume that ‘pre-war slack’ amounted to one-third or even

' C.F.G. Masterman, Condition of England (1909), pp. 62-3.

> A. Williams, Life in a Railway Factory (1915), p. 230.

* A. Marshall, Industry and Trade (1919), p. 324.

* R.H. Tawney, Establishment of Minimum Rates in the Tailoring Industry (1914), pp. 157-8.
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one-half of the available productive power. Nobody seriously disputed:
that bricklayers could increase their toll of bricks by, say 50 per cent., without
injurious over exertion, if they felt it to be worthwhile, and that the same holds of
very large bodies of other time workers in the building, transport, engineering and
distributive trades...'
However if labour closed this ‘slack’ by raising the pace of work the stress of workplace life
would have increased and those spaces giving play to a host of concerns would have been closed.
To this fact labour was not indifferent. According to Cole, there was ‘a very great volume’ of
workshop opinion ‘which is opposed to speeding-up as such, and prefers a living wage under
reasonable conditions to high earnings under conditions which preclude the enjoyment of them.
There was thus elaborated in the second half of the 19th century, not consciously or
explicitly, as in the continental varieties of ‘syndicalism,’” but pragmatically and intuitively, an
economy which laid greater emphasis upon the interests of producers. What emerged bore only
partial resemblance to the world of creative labour imagined by social reformers. The individual
found himself hedged around by restrictions often frustrating and sometimes perverse; they

nevertheless helped sustain a work environment more settled, predictable, and relaxed than would

otherwise have existed.

I'J.A. Hobson, Incentives in the New Industrial Order (1922), p. 123.
2 Cole, Payment of Wages, p. 30.
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Chapter 5

Techniques for Inducing Work Effort and their Diffusion
in British Industry

To raise effort levels an employer could either enhance the quantity of effort customary for the
workshop or encourage individuals to substitute targets of performance above those collectively
sanctioned. Corresponding to these alternative strategies were collective and individualistic
approaches to the intensification of effort. In either case, the employer sought to act upon the
employee’s desire for gain or fear of pain. The former had greater potential. Whereas the stick
of discipline could only realistically raise the worker’s effort up to some socially accepted level,

the prospect of a carrot might induce him to go beyond this.

Monetary Incentives

(1) Piece-Work

With straight piece-work there was attached to a piece of work or operation a rate of payment

which did not vary however much was produced.' Piece-work was held to simultaneously serve

the interest of workmen and employers. To the former it promised higher earnings for additional

effort, while the employer’s supervisory costs were diminished since he paid only for work

accomplished. And although, as output expanded, labour costs per unit remained unchanged,

overhead charges were spread more widely. Further, workmen would have a broader interest

in the efficient functioning of their plant, for stoppages and time-wasting depressed earnings.
Where the finished product represented the combined endeavour of a number of men,

or the speed at which one man produced depended upon that of others, collective piece-work was

't is possible to distinguish progressive piece-rates, where the reward per unit increases with production, and regressive
picce-rates, where it declines. Bonus wage systems provide examples of the latter; of the former there was little evidence.
Even during the First World War Vernon came across only one instance.|Vernon, Industrial Fatigue, p. 138.]
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sometimes used, a group of workmen receiving a sum of money for each unit of output they

made. The remuneration of flint-glass chairs provides a good example.

(11) Premium Wages

Prior to the 1890s premium wage systems had not that vogue they were to enjoy subsequently.
Their basic characteristics were, however, established. Each workman received a time-wage to
which there corresponded a standard output. If the operative completed less than the standard
output in the time allotted, he received his basic wage nonetheless. But if he produced more he
would be paid a bonus.! A variant of premium wages was ‘gain sharing,” whereby the worker
accomplishing a task in less time received as an addition to his basic wage a share of the saving
in labour costs.

The worker appreciated the security of a guaranteed wage, yet it entailed the anomaly
that, prior to achieving the standard output, the more the worker produced the lower the average
price per unit. If the employer set the standard output too high, his workers would have no
incentive to seek to approach it. Another feature of premium systems was that the worker did
not gain the full wage value of any increase in productivity. Any additional output therefore
benefited the employer doubly, reducing his average labour costs as well as his average fixed
COsts.

In the case of collective premium wages every worker had an incentive to speed his
fellows up and ensure a high average standard of performance. After, for example, the adoption
of a collective bonus scheme at the Thames Ironworks in 1891, the managing director remarked
that ‘No driller is kept on unless, in fact, he can earn a good deal more than his time wages; if
he cannot do this his mates ask that he may be sent away; and this request is not refused.’
Within months of the scheme’s adoption over 300 men were ‘discharged out of the various trades

at the request of the fellowships themselves.

" Schloss, Industrial Remuneration, p. 87; Cole, Payment of Wages, p. 44.
2 Cited in D.F. Schloss, Report on ‘Gain-Sharing’ (1895), pp. 100, 111.
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(111) Internal Labour Markets and Efficiency Wages

It has been increasingly recognised over the last three decades that many firms operate what have
come to be called internal labour markets, in which ‘the pricing and allocational functions of the
market take place within rather than outside the establishment.”' Characteristically, a set of
rules limit entry to certain occupations within the firm, the remaining jobs being reserved to
those already employed, who have a long term relationship with the firm. These jobs will
themselves be structured into a hierarchy of skill and status, and the assignment of high-level
positions will be governed by explicit or implicit procedures.?

While there is general agreement concerning the features of internal labour markets, this
is much less the case in matters regarding their origin and function.> An influential approach,
represented by the work of Williamson, Wachter, Harris, and Wright, has modeled internal
labour markets in terms of the optimising goals of firms and workers. Four factors, in
particular, are identified as rendering internal labour markets efficient. First, as we have noted,
firm-specific investments in human capital imply that a firm and worker are more productive
jointly than severally, and this provides an incentive to maintain long-term relationships so as
to maximise the joint productivity surplus. Second, risk aversion on the part of workers ensures
that they value the predictability of an established earnings hierarchy. Third, asymmetries in the
information possessed by employer and worker mean that long-term relations diminish the
incentive and possibility of either party engaging in opportunistic behaviour at the expense of the
other. Lastly, employers and workers are held to have a common interest in minimising the
transaction costs involved in specifying in advance the details of the employment contract.

However, when contracts are incomplete, both parties may be tempted to behave strategically;

''P. Osterman ed., Internal Labour Markets (1984), p. 2.

> L.T. Pinfield, The Operation of Internal Labour Markets: Staffing Practices and Vacancy Chains (1995),

Ch. 1.

Y (C.f. R.P. Althauser, ‘Internal Labour Markets’, Annual Review of Sociology xv (1989) for a summary of the debate.
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the reiterated dealings entailed by long-term contracts render this opportunism less likely.'

Of these elements, the third is most directly relevant to the problem of effort. When,
note Wachter and Wright, the employer cannot observe worker effort, the operative will have
an incentive to put forward as little effort as possible and attribute the low output to factors
beyond his control (such as technology). An incentive contract like piece-work, which links
output to output, is one solution to this problem. Yet it renders employee earnings
unpredictable, and this may be resisted when employees are risk averse. Internal labour markets
offer an alternative solution. On the one hand, continuous employment provides the firm with
more occasions to judge the performance of the employee. On the other, when the firm connects
various rewards to advancement through the organisation, and undertakes to advance those who
perform best, employees will have an incentive to behave cooperatively and diligently.

These rewards can take numerous forms. Besides the obvious inducement of higher pay,
the firm could offer enhanced job security. In the 19th century trade fluctuations were marked
and unemployment insurance non-existent, so an employer’s promise to discharge during poor
trade only his least diligent workers, or guarantee employment for certain higher grades, would
act as a significant spur to effort. Indirect monetary incentives could thus be established for
workers paid by the hour. Pensions were another reward to diligent operatives, while other
forms of preferment were distributed informally within the workplace. ‘In a large building,’
wrote the Webbs,

the employer will select his best stonemasons to do the carvings, an occupation

not involving great exertion and consistent with an occasional pipe, whilst the

common run of workmen will be setting stones under the foreman’s eye.’

Associated with internal labour markets, but logically distinct, is the concept of efficiency

wages, according to which firms may sometimes be willing to pay wages higher than is necessary

253.

" M.L. Wachter and R.D. Wright, ‘The Economics of Internal Labour Markets’, Industrial Relations, ix (1990), 244-

M

Webb, Industrial Democracy, p. 284.
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to hire their current workforce.! Put another way, firms which face an excess supply of labour
at the existing wage will not necessarily cut the wage rate. Effictency wage models suggest that
firms behave in this manner because they perceive a connection between the level of the wage
and the quality of labour: if lowering the wage has the effect of lowering the quality of labour,
firms might find themselves worse off.?

There are three reasons why paying an above equilibrium wage could result in higher
productivity. First, in poor societies better paid workers will probably have more nutritious
diets, and so be stronger and less frequently ill. Second, there might be selection effects.
Workers, it is assumed, often know their true ability better than potential employers. Hence
higher-ability workers will ask for a higher wage than lower-ability workers, who will be content
with the competitive wage. By paying wages above the average firms can expect to attract these
higher-ability workers. Thirdly, it may have various incentive effects. For example, the higher
a worker’s relative wage the greater the monetary cost if he is caught shirking and dismissed.
A firm may then pay a wage above the ‘going rate’ to induce its workers to put forth more
effort.” Alternatively George Akerlof has interpreted the payment of high wages as part of a
‘gift exchange’ between workers and firms. Workers tend to develop sentimental attachments
to each other and the firm, and are consequently prepared to perform more than the acceptable
minimum quantity of work. Firms, not wishing to lose this goodwill, reciprocate the output

‘gift’ by paying a wage in excess of what the operatives would otherwise receive.’

" A.B. Sorenson, ‘Firms, Wages, and Incentives’, in N.J. Smelser and R. Swedberg eds., The Handbook of Economic
Sociology (1994), p. 514.

> A. Weiss, Efficiency Wages.: Models of Unemployment, Layoffs, and Wage Dispersion (1991), pp. 1-2.

¥ C. Shapiro and J.E. Stiglitz, ‘Equilibrium Unemployment as a Worker Discipline Device’, American Economic
Review, 74 (1984), 433.

* G.A. Akerlof, ‘Labour Contracts as Partial Gift Exchange’, Quarterly Journal of Economics, xlvii (1982), 543-4,

559-60.
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(iv) Profit-Sharing

Profit-sharing has been defined as a voluntary agreement, by virtue of which an employee
receives a share, fixed beforehand, in the profits of an undertaking.! In England the contractual
distribution of profits to workers, without the requirement of taking them into partnership, was
made possible by a company law amendment of 1865. From this date did the career of profit-
sharing proper commence.

Rarely can so much have been expected from a comparatively small adjustment to
economic organisation. Thornton declared that ‘when capital takes labour into partnership, every
labourer in becoming a partner becomes also a partaker in a master’s motives for vigilance.”
For George Howell, sharing profits with workmen could not ‘fail to produce results more or less
beneficial and lasting,” encouraging operatives ‘to do their best in order to promote the progress
and prosperity of the firm.”’

Yet as a stimulus to effort, profit-sharing’s deficiencies are more apparent than its
strengths. There is no direct or stable relationship between a worker’s energy and the profits
of an enterprise, for the latter is also a function of ‘manufacturing policy; the utility of the
product; the state of the trade; wise buying; effective selling arrangements; the suitability of the
plant; the efficiency of the organisation and of supervision; efficient labour and the efficient use
of labour.’* Connecting a workman’s remuneration to factors for which he has no responsibility
is subversive of any incentive mechanism. Second, profit-bonuses are necessarily distributed
infrequently - once, or at most twice, a year. Lastly, a part of profits, shared across all
employees, normally made little difference to individual earnings. In 1894 the average ratio of

bonus to wages on 83 schemes was 4.4 per cent.’ - a figure unlikely to prompt noticeably

"Quoted in D.F. Schloss, Report on Profit-Sharing (1894), p. 2.
* Thornton, Labour, p. 392.

Y Howell, Conflicts of Capital, p. 466.

* Powell, Payment by Results, p. 114.

* Schloss, Profit-Sharing, p. 155.
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greater exertion, or inaugurate transformed industrial relations. The record of profit-sharing was
indeed poor. Between 1865 and 1919 only 380 schemes were implemented, of which 198 had

ceased to exist by 1919. The average duration of discontinued schemes was nine years.'

Effort through Supervision - The Stick

With time-wages the employee sells to the employer his ability to work over a given period of
time, and this payment he receives irrespective of the amount of work accomplished. It does not
follow that effort is of no account. To the hourly wage offered by the employer there
corresponds some minimum acceptable level of exertion, and a worker falling below this
minimum could be fined, demoted, and ultimately dismissed - as was most apparent under task
work, where a definite output was to be accomplished in a given period. The worker could be
induced to perform above the basic standard if he believed that by so doing he should enhance
his prospects of promotion or diminish the likelihood of redundancy. To the extent to which
these considerations encroached, time-work approximated to a monetary incentive.

A consequence of time-wages was the employer’s need to monitor performance and
maintain acceptable levels of discipline. Supervision tended to be the responsibility of a factory
manager and, more especially, the workshop foreman. There remained, of course, the matter
of motivating the motivator. Awareness of coincidental interests between supervisor and firm
could be promoted through such means as the delegation of responsibility and display of trust.
Additionally, various incentive payments were evolved for foremen, relating their earnings to
the output of the employees. A particular instance of the use of one man to stimulate the
exertion of others was the employment of a fast worker known as a ‘chaser’ or ‘bell-horse,” who
was paid a premium to set a pace which others must emulate. In building, for instance, two men
constructing a wall had to meet in the middle and a ‘bell-horse’ was able to force the other to

keep up.’

' Ministry of Labour, Report on Profit Sharing (1920), p. 189.

> Schloss, Industrial Remuneration, p. 95.
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The effectiveness of supervision as a means to secure effort was a function of the
intensity of monitoring and the costs of redundancy, of which there were two types.! On the
one hand, the personal costs of broken friendships and loss of status. Much here was beyond
the employer’s influence, but through the cultivation of a friendly working environment and the
promotion of social activities amongst employees, these personal hardships of redundancy could
be made more keen. On the other hand, there was the reduction of earnings consequent upon
dismissal, which depended upon the difference between the worker’s current earnings and his
next best wage, and the ease with which he could secure an alternative position.

The distinction we have drawn between incentives and supervision as means to the
inducement of effort is obviously exaggerated. All supervisory schemes contained elements of
material reward, and monitoring and organisation were necessary in even a wholly piece-wage
workshop. Nevertheless, it is just to say that these two approaches to worker motivation

presented themselves as alternatives to the 19th century industrialist.

The Relative Deployment of Piece and Day Wages 1850-1914

Table 1 gives results from two Government surveys into the application of incentive schemes:
the 1886 Report on the Wages of the Manual Labour Classes and the 1906-07 Enquiry into the
Earnings and Hours of Labour. The latter, covering 40 per cent. of operatives in manufacturing,
processing, and construction, indicates that approximately two-thirds were paid by the hour and
one-third by the piece.”? If those in mining, transport, public utilities, and agriculture are
included, the proportions become 75 per cent. and 25 per cent. respectively. The 1886 figures
suggest an equal division between piece and day work. However if an estimate for building, a
large employer of time-labour, is included, and the gas and water utilities removed, we arrive
again at a ratio in manufacturing and construction of two-thirds day to one-third piece work.

Piece-work was probably more prevalent in 1836 than in 1850. As sub-contracting

S. Bowles, ‘Production Process in a Capitalist Economy’, American Economic Review, 1xxv (1985).

* Report into the Earnings and Hours of Labour (1906-07).
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declined, operatives in industries like coal mining and iron making increasingly earned piece-
wages directly. Piece-work also strengthened its hold upon the cotton industry. Day and piece
work were evenly balanced in the cotton mills of the 1830s,' yet by 1892 a union representative
could doubt whether any time-workers could be found in the weaving sheds - ‘unless it was the

man who swept up the alleys; they are all paid by results.”

' Chapman, Cotton Industry, pp. 262-3; S. Pollard, Genesis of Modern Management (1965), p. 190.

> R. C. on Labour, C, Vol. 1., Q. 1,095. Though it should be remembered that under the minder-piecer system,
the spinner paid big and little piecers time wages.
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Table 1. Proportions of Workers Paid Day and Piece Wages in Certain Industries, 1886 and 1906

1886 1906
Time Work Piece Work Time Work | Piece Work

Industrial Category (%) (%) (%) (%)
Textiles 40 60 49 51
Cotton Manufacture 38 62 34 66
Woollen and Worsted 43 57 62 38
Linen 42 58 50 50
Silk 51 49 55 45
Jute 48 52 67 33
Clothing N/A N/A 62 38
Hosiery 11 89 27 73
Boot and Shoe Manufacture (indoors) 48 52 77 23
Dress, millinery (workshop) N/A N/A 99 |

Dress, millinery (factory) N/A N/A 43 57
Shirt, Blouse &c. N/A N/A 32 68
Tailoring (bespoke) N/A N/A 53 47
Tailoring (ready made) N/A N/A 35 65

Corset making (factory) N/A N/A 18 82
Pottery, Brick, Glass, Chemicals N/A N/A 65 35
Porcelain, China, Earthenware N/A N/A 38 62
Brick, Tile, Pipe 57 43 66 34
Glass Bottle Making N/A N/A 36 64

Paper and Printing N/A N/A 79 21

Paper manufacture N/A N/A 70 30
Printing 75 25 91 9

Mines and Quarries 43 57 N/A N/A
Coal and iron ore mining 42 58 N/A N/A
Metalliferous mines 32 68 N/A N/A
Slate mines 21 79 N/A N/A
Stone quarries 68 32 N/A N/A
Iron and Steel Processing 87 13 72 28
Pig Iron Manufacture 87 13 90 10
Iron and Steel N/A N/A 72 28
Tin Plate Manufacture 32 68 40 60
Shipbuilding (Iron and Steel) 75 25 67 33
Engineering and other Metal trades 90 10 67 33
Railway Carriage Building 55 45 32 68
Cycle Making and Repairing N/A N/A 47 53
Smiths and Smiths’ Strikers 82 18 69 31

Turners 94 6 69 31

Fitters and Erectors 93 7 73 27
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Table 1. (Continued)

1886 1906
Industrial Category Time Work Piece Work Time Work Piece Work
(%) (%) (%) (%)
Building and Woodworking N/A N/A 95 5
Building N/A N/A 99 1
Harbour, Dock Construction N/A N/A 90 10
Cabinet Making N/A N/A 83 17
Saw Mills 94 6 95 5
Carpenters and Joiners N/A N/A 92 8
Food, Drink Tobacco N/A N/A 83 17
Grain Milling N/A N/A 99 1
Baking and Confectionary 90 10 98 2
Malting, Brewing, and Distilling N/A N/A 96 4
Chocolate, Sugar Confectionary N/A N/A 54 46
Drink Bottling N/A N/A 97 3
Biscuit Manufacture N/A N/A 72 28
Miscellaneous N/A N/A 81 19
Leather, Tanning N/A N/A 58 42
Coach, Carriage Building 90 10 86 14
Brush and Broom Manufacture N/A N/A 32 68
Oil Seed Crushing N/A N/A 97 3
Rubber N/A N/A 69 31
Coopering 60 40 60 40
Bag Manufacture N/A N/A 73 27

Source: Report on Wages of Manual Labour Classes (1886); Enquiry into the Earnings and Hours of
Labour (1906-7)

The movement towards piece-work was not large, and from the 1880s the relative
proportions stabilised. The major scene of change was engineering. Outside the manufacture
of standardised items like textile machinery and locomotives, payment by results occupied a
subordinate place within engineering: in 1886 six per cent. of turners, seven per cent. of fitters,
and eleven per cent. of the less skilled machinists were paid piece wages. Henceforward piece-
work spread into traditional sectors of engineering and was adopted in the emerging areas of
cycle and motor manufacture. By 1906 27 per cent. of fitters, 31 per cent. of turners, and 44
per cent. of machinists were paid by results." But while piece-work grew in engineering, it gave
place to time wages in the previously piece-work trade of shoe-making. By 1906 the proportions

of piece to day wages were little changed from 1886, and thirty years later it remained the case

' Burgess, Industrial Relations, p. 50.
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that a third of manufacturing and a quarter of industrial employees were paid by results.'

While most piece-wages were calculated on an individual basis, collective piece-work
operated in such trades as glass-making, textile-dyeing, and the ‘tonnage-system’ in Her
Majesty’s Dockyards. Prior to the early 1900s collective piece-work was the chief sphere of the
premium wage system, which tended to emerge with the decline of sub-contracting in such trades
as iron making and railway engineering. Maintenance staff sometimes received a bonus on
collective output. Cadbury described how, at Bournville, men responsible for machinery earned
a commission according to the output of their department. Similar motives underlay the payment
to foremen of bonuses dependent upon workshop output.? This was far from general:
guaranteed weekly wages were one of the chief privileges of the foreman’s position.
Nevertheless, commission payments to weaving overlookers had been introduced into cotton mills
in 1847, and by 1906 three-quarters of foremen and assistant foremen were paid by the piece.
In cotton spinning, by contrast, only seven per cent. were so remunerated.’

[f premium bonus blurred the distinction between piece and time work, the same was true
of task work. In the iron industry at mid-century puddlers were expected to finish six ‘heats’
during a nominal twelve hour shift. Once completed, the operative would go home, sometimes
working less than twelve hours, sometimes more. If failing to make his six heats he could be
fined or dismissed. By the 1890s this practice was being superseded by a standard working day
of eleven hours.* Task work was employed at the London furniture firm of Maples.
Upholsterers were paid for a certain number of hours, provided they turned out a specified
quantity of work. If completed in a shorter time, the operative could leave off; if taking longer,

he could find his wage and standard output reduced. Maple’s, said one upholsterer:

' Marriott, Payment Systems, p. 49.
2 E. Cadbury, Experiments in Industrial Organisation (1912), p. 160.
Y Joyce, Work, Society, p. 100; Earnings and Hours of Labour, 1906-07.

*'R.C. on Labour, A, Vol. II., Qs. 15,2289, 15,423, 15,437.
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is the worst shop I have ever worked in. A man at this firm has to work twice as hard

as he would have to do at a West End house, and is bullied and blackguarded by the

foreman, and is treated altogether more like a machine than a man.'

Several factors influenced the extent to which piece-work prevailed in any given trade.
(1) It was necessary that the output consist of easily measured units. The absence of an
identifiable product precluded piece-work in most general labouring trades - even cotton
manufacture employed its labourers on day wages. Where, on the other hand, labourers
performed standard functions - such as the dockworkers who loaded cargoes like iron-ore, grain,
and coal - work was often paid by the piece.
(2) The wished for characteristics of the article should be few and conveniently monitored. His
remuneration linked to one dimension of the finished product, usually number or weight, the
employee had no immediate incentive to maintain others. Where the qualitative features of the
product were complex or important, payment by results was accordingly less applicable. In the
saddlery trade, for instance, ‘men doing preparing, finishing and all the skilled part of the work
are paid day-wages; and the stitchers and those doing the mechanical part are paid by the
piece.’> Day, piece, and task work were all found in the furniture trade but, said the Secretary
of the Cabinet Makers’ Association, ‘day work is used where the best class work is made.”
(3) Individual piece-work required that a direct relationship exist between an operative’s effort
and output. Where production was affected by the quality of materials, the functioning of
machinery, or the performance of other workmen, difficulties were created: witness disputes over
‘pad cotton’ and ‘bad metal’ in cotton spinning and glass manufacture. In coal-mining
differences in thickness and accessibility of seams had to be compensated through complex price-
lists.

(4) Where techniques of production or the finished product changed frequently, price lists were

troublesome to implement and more often required revision. Piece-work was thus commoner

''S.C. on Sweating, 1st Report, Q. 4,527.
2 Ibid., 3rd Report, Q. 24,391.

3R. C. on Labour, C, Vol. 1., Q. 19,770.
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in trades with a standardised product and technique. In furniture making variability of the
finished article acted as a barrier to piece-wages. Even in upholstering, where payment by
results was more widely used, frequent re-negotiations necessitated by design changes created
problems:

Suppose that an employer is bringing out a settee with straight lines; next year he

wishes to alter the design a little, and introduces a curved back - an extra rate is

immediately demanded...every time any alteration is made, an addition is demanded,

so that the cost grows like a snow-ball.’
Within printing it was the uniform newspaper compositing that was remunerated by the piece;
in the varied work of book, jobbing, and periodical offices, time wages were the rule.?

Complexity or variability of the finished product was not an insurmountable barrier to piece-
work. Some complicated articles, such as shoes, were compounded out of a series of standard
operations. In other trades elaborate price lists encompassed more common variations in work
and product. Thus in shipbuilding, the Boilermakers’ Tyne and Wear list ran to 46 closely
printed pages.® Such lists were troublesome to construct and operate, revisions and questions
of interpretation requiring on-going negotiations between management and labour representatives.
(5) Supervision and incentive wages being to some extent alternatives, when the former was
particularly difficult or expensive, piece-work was often favoured. Coal-mining’s ‘butty system’
offered a means to oversee the performance of hewers scattered throughout the mine, and as this
declined the natural alternative was to pay miners by the ton.* Problems of supervision were
one factor explaining the wider use of piece-work in large firms than small, as well as its greater
prevalence in night work: the Gun Factory’s Superintendent claimed that in his workshop ‘day-

work would be almost impossible - you would find all your men asleep - therefore, we put every

man who is on a night shift, with one or two trifling exceptions, on piece-work.’”

" Hilton, Unions Obstructive?, p. 177.

2J. Zeitlin, ‘Compositors and Engineers’, in R. Harrison and J. Zeitlin ed., Divisions of Labour (1985), p. 190.
3 Cole, Payment of Wages, p. 85.

* Webb, Industrial Democracy, p. 290.

5 Cited in Schloss, Industrial Remuneration, p. 52.
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Many contemporaries would have included, amongst the circumstances influencing the
application of piece-work, the hostility of organised labour. However in their Industrial
Democracy (1897) the Webbs showed not only that many unions recognised both day and piece
wages, but that 49 of the 111 principal labour organisations insisted upon piece-work. Amongst
these latter were unions of cotton operatives, coal miners, shoe makers, tailors, glass makers,
and tin-plate workers.! In fact, the second half of the 19th century saw several instances of
unions resisting moves to introduce day labour. In Coventry’s ribbon trade time wages were
substituted for piece-work with the development of factory production in the 1840s. When In
1858 demands for a return to piece-wages prompted a strike at one factory, employers called a
lock-out in defence of hourly wages.>? The 1895 lock-out in the shoe industry arose from
employer attempts to abandon piece-work, while tailors likewise resisted any intrusion of day-
work into their trade.’

If some unions welcomed piece-work, others only grudgingly accepted the system and
opposed its expansion, whilst others were unequivocally hostile. The A.S.E. provides an
example of the former; 37 unions, with a combined membership above 200,000, were in the
latter category, including societies representing Pattern-Makers, Brassfounders, Bakers,
Carpenters, Stonemasons, Bricklayers, Plasterers, and Plumbers. According to the Webbs, this
dichotomy between unions welcoming and objecting to piece-work arose from a common desire
to maintain the standard rate of reward for effort. Where circumstances permitted collective
enforcement of price lists, unionists saw piece-work as the best means to secure the standard
rate. Where, on the other hand, each job had to be separately priced the standard rate could only
be protected with day-work.*

Where output was idiosyncratic it was indeed difficult to set standard prices and payment

' Webb, Industrial Democracy, pp. 285-8.
> Timmins, Hardware District, pp. 187-8.
YR.C. on Labour, C, Vol. 1II., Q. 33,296.

* Webb, Industrial Democracy, pp. 285-301.
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by results was unsuitable - from the employer’s or worker’s perspective. Still there was no
logical sense in which the standard rate was more secure under day-work. In a trade such as
engineering the inability to set piece-prices reflected the difficulty of setting a standard fime for
a job, but a piece-worker vulnerable for this reason to rate-cutting would, under time-work, be
vulnerable to driving and oppressive supervision. Engaged in a customarily day-work trade,
engineers believed they could best deal with these pressures on time-wages. However what most
determined the outcome of this situation was not the mode of payment, but such factors as the
degree of workshop cohesion, strength of tradition, and level of skill.

The clue to labour’s attitude lies in the observation that conventionally piece-work trades had
unions accepting or insisting upon that system; whilst time-work trades had unions preferring or
recognising only that system. In the period 1850 to 1914 several instances occurred of workmen
striking to prevent employers altering an accustomed mode of payment; there are hardly any of
workmen striking to change an established system. Trade unions reinforced the existing
distinction between price and time work industries, contributing to the stability in the coverage
of the two systems.

Preference for customary forms of remuneration was part of labour’s wider attachment to
the status quo. Under whichever mode of payment they were employed, workers sought to
regulate production. Piece and time workers alike feared a shift to another system would disrupt
these patterns of production. Both associated new modes of payment with increased output,
bringing downward pressure on payment per unit of effort, compromise of quality, subversion
of the existing earnings hierarchy, and heightened probability of unemployment.

This was apparent in opposition to piece-work in trades like engineering, building, and
woodworking. Sometimes operatives objected to speeding up directly. Under piece-work,
complained a representative of the Shipwrights’ Society, ‘we have to work harder...It adds to

1

our old age I might say before it should do.”” Furniture Unions similarly believed piece-work,

' R.C. on Labour, A, Vol. Ill., Q. 21,789.
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by leading to constant speeding up, ‘shortens the life of a man.”'

More commonly workmen
cited the adverse consequences of increased output. As the intensity of work increased, so would
remuneration per unit of effort fall - and under payment by results this assumed the visible form
of a cut in piece-prices. We do not approve of the system, commented an A.S.E. official in
1892:

because we find from practical experience that it reduces the wages. It has always a

downward tendency, and I know of no instance in which employers have raised the

piece-prices.?

Another result of accelerated production was diminished employment. Owing to the
introduction of piece-work, said a shipwright in the Government dockyards, ‘we are doing more
work, which other men should be employed to do.” It was a policy of the Shipwrights’ Society
‘that no man shall work piece-work or overtime if there is an idle man to be got.” Piece-work,
declared a Boilermakers’ Journal, ‘gives to one man what ought to be enjoyed by three or
four.”

Piece-work was thirdly criticised for encouraging the sacrifice of quality to output. George
Potter, carpenter and unionist, acknowledged that men who could ‘skip their work’ without being
discovered made it ‘inferior to what it would be if they were on day work, and if more time was

given them to manufacture the article.”

This was a weighty objection in hitherto time-wage
trades, for these had tended to manufacture unstandardised products, generating traditions of
skilled workmanship. Builders, carpenters, and engineers all associated piece-work with

‘scamping.” An A.S.E. survey of 1892 showed it to be the unanimous opinion of 123 districts

that piece-work conduced to ‘scamping of work and the concealing of defects in partly finished

"' Hilton, Unions Obstructive?, p. 185.

>R.C. on Labour, A, Q. 22,797.

Ybid., Q. 21,789.

* Cited by McClelland, ‘Time to Work’, p. 199.
S R.C. on Trade Unions, lst Report, Q. 398.
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work.”!

It was lastly argued that piece-work threatened the social cohesion of the workshop. As each
workman looked to his own capacities to improve his earnings, jealousy would displace
solidarity, and legitimate differentials of age or skill give way to ones owing more to brute
strength and anti-social motives: piece-work, objected unions in the furniture trade, ‘places a
premium on physique rather than on craftsmanship.” Building unions alleged that, with much
of their trade depénding upon team work, ‘Recognition of individual craftsmanship would only

break the team spirit and would militate against reduction in costs.”

One casualty of these
individualistic tendencies was believed to be organised labour; an employer in the iron trade
welcomed payment by results precisely because he considered it ‘the only mode of getting rid
of trade unions.”

These criticisms assumed that operatives presented with an incentive would respond by
increasing output. That which employers hoped to achieve through piece-wages was the very
reason for labour’s disapproval. Though less often having cause to protest, workmen in piece-
wage trades similarly feared a move to time wages would herald a loss of control over the
production process. In the absence of payment by results supervision would intensify - to the
point of ‘oppression.’ ‘Supposing the master pays by time,” commented one tailor, ‘he takes the
men by the shoulder and drives them like slaves.’* Additional effort threatened to go
unrewarded, undermining the standard rate. Only with piece-wages would workmen be sure to

receive sixpence for every ‘sixpenny worth of work’ performed.” While, for instance, printers

protested as piece-work encroached upon the provinces, London compositors believed the system

YR.C. on Labour, A, Vol. III., Q. 22,658.

* Hilton, Unions Obstructive?, pp. 185, 25.

Y R.C. on Trade Unions, 6th Report, Q. 11,723.
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ensured that high levels of exertion were rewarded with high earnings.'

Labour’s relationship to the various forms of remuneration may be summarised as follows.
Certain trades were better suited to one payment system than another, and there was a tendency
for them to gravitate toward that system most appropriate. Labour went with the grain. Where
piece-work was suitable and customary, unions supported it; where day-work was the rule,
unions approved. If there was a single factor shaping employee attitudes it was custom. Thus
as conditions of production changed in certain trades we find unions struggling to prevent
payment methods adapting. Shoe-makers struck in defence of payment by results, while cabinet
makers and engineers resisted the spread of piece-work as production became more standardised.

Workmen objected to the risk any alteration in customary practice entailed. Having
regulated working practices under one payment system, workmen came to connect this latter with
regulation per se. Workers in time trades, for instance, believed piece-work led to reduced
quality. This was, in principle, true. But taking a skilled trade like flint glass manufacture,
which was conducted on piece-wages, we find operatives did not in practice maximise output at
the expense of quality. Equally, while workmen on day-wages pitied their piece-wage brothers
for the pressure of their work regime, piece-workers did not envy the oppressive supervision to
which the time worker was subject. The Secretary of the A.S.E. objected in 1867 to piece-work
because it tended towards ‘something like the sweating system amongst the tailors.” In fact,
sweating occurred primarily amongst tailors on day-wages, those working to the piece rejecting
the system for that very reason. Operatives on piece and day wages alike underestimated the

capacity of labour to regulate production under any mode of payment.

L' C.f. Zeitlin, ‘Engineers and Compositors’, p. 192.
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Chapter 6

The Conduct of Economic Incentives

Inadequate rate setting procedures were the essential fact undermining payment by results as a
stimulus to increased exertion. It is useful to contrast them with those shortly afterwards
recommended by the movement for Scientific Management, which clearly perceived the
importance of this function. Required, first, was an analysis of the production process to arrive
at the best manner of performing an operation. A ‘good average’ worker was then trained in
these procedures, and his performance measured by time and motion study, permitting a standard
time to be set for each operation. After adding an allowance to enable workers of lower ability
to make the standard output in actual workshop conditions, this standard ‘task’ was combined
with the conventional wage to yield a piece-price per unit. Piece-work was then introduced with
a pledge that rates would only be revised if production techniques altered.

Such procedures were absent from the setting of prices in nearly all industry before
1900, and in most parts beyond 1914. Payment by results was generally grafted onro the
prevailing conditions of production, and few steps were taken to arrive at a standard rate of
production. The administration of piece-work was chiefly the foreman’s responsibility, and in
arriving at an appropriate price he was likely to utilise one of three methods.

The output customary under day wages commonly served as the basis of the standard
task. Although ensuring more ready acceptance of piece-work from labour, no attempt was
made to ascertain the extent to which production was a fair test of the operative’s potential, and
how far it reflected ‘idleness, inefficiency, bad supervision, bad organisation, and shortage of

work.’! All those factors compromising productivity were thus embedded in the job rate.

Powell, Qutput Problem, pp. 39-40.
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On other occasions the foreman estimated the price. This was the procedure in the Royal
Carriage Department. ‘The foreman,’ said the Superintendent, ‘from his long experience of the
work knows pretty well what the value of a job is, and the probability is that he errs on the side
of liberality than otherwise.”’ Including rate setting amongst a foreman’s duties met with
criticism from early writers on Scientific Management. Most foremen, observed Powell, ‘had
insufficient time at their disposal to do the work properly,” while for Knoeppel ‘piece-rates
cannot be set without careful study. It needs infinitely more than a look and a guess.’”
Alternatively, a particular individual’s output supplied the basis for a standard rate - though this
attracted allegations that the workman was chosen for exceptional ability. Williams describes
how, upon the introduction of Yankee hammers and oil furnaces into the Stamping Shed,
management turned to the strongest man to set the piece prices.

This man was urged to work hard, and he was timed during the morning period

after breakfast, when a man is at his best. As a consequence the prices set were

very competitive, and the best of workers has to work incessantly to make his

basic wage.’

In other instances the output of a group of workmen was measured. Inevitably, workmen were
held to prolong jobs in the hope of securing more generous terms. When, in the coal industry,
‘a new seam is opened it is common to find that the men go slow, and deliberately restrict output
during the period while prices are under consideration.” Rather than deny this charge, miners
pleaded self-defence, alleging it ‘the practice of the employers to select a short length of new
face, and to have everything ideal for securing a maximum output.”

Piece-prices thus bore the imprint of custom, bargaining between capital and labour, and
the personal judgements of foremen. Neither employer or operative could be confident that the

time allowance for a job reasonably reflected the workman’s abilities. This ignorance fatally

compromised payment by results as an incentive to additional exertion, for it meant there was

' Manufacturing Departments of the Army, Q. 1,530.

* Powell, Quiput Problem, p. 134; Florence, Economics of Fatigue, p. 87.
Y Williams, Railway Factory, pp. 183-4.

* Hilton, Unions Obstructive?, pp. 50, 54.
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no direct connection between effort and remuneration. Piece-prices were, as the Superintendent

of the Carriage Department admitted, ‘more or less arbitrary.”!

Workers found some prices
‘good’, others ‘bad’, according to the ease with which they were able to make their customary
income. Equally, employers were uncertain whether an alteration in earnings reflected changed
production conditions, excessive allowances, or intensified application.

Piece-prices were usually embodied in lists, whose sphere depended upon the degree of
uniformity in production conditions between firms. Where techniques of manufacture were
standardised, district or even national lists were feasible. Still their establishment remained an
act of will, initiative usually originating from trade unions. Trades operating district lists by the
late 19th century included cotton spinning and weaving, shipbuilding, shoe manufacture, iron and
steel making, and printing. Where, however, working conditions were variable or trade
organisation weak, firm-specific prices were the rule.

Even if the initiative for stable prices embodied in lists came from operatives, many
employers - particularly large, more established concerns - were willing to cooperate with this
demand. Huberman, on the basis of a study of the Lancashire cotton industry, suggests two
reasons for this. By standardising remuneration per unit of output across firms, the threat of
competitive rate-cutting was reduced. Opposed by employer and workman alike, rate-cutting
evolved in the Lancashire cotton industry into a ‘taboo’ which helped to preserve piece-rate
stability.? Second, as the 19th century proceeded employers came to realise the value employees
placed on a secure standard rate and saw that, by promising to pay ‘fair’, guaranteed, wages,
they could attract productive employees who would cooperate by expending high levels of effort.
This policy of ‘fair wages’, Huberman believes, was operated by Manchester firms specialising

in fine spinning after 1829. Whereas previously firms had responded to falling demand by

maintaining capacity production and cutting piece-rates, after 1829 they sought to limit piece-rate

Y Manufacturing Departments of the Army, Q. 1,554,
* Huberman, Escape from the Market, p. 86.
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reductions and adopt, instead, part-time working.'

Price lists could thus become an institutional parameter of the trade. ‘We have a Scale
of Prices, the result of various conferences,’ said the Chairman of the Association of Master
Printers in 1867. ‘This scale is really our law.™* Its authority strengthening with time, the wage
list stabilised prices. Employees, commented the representative of a wool firm, know the price
they are going to receive for a job; ‘The price has been laid down, and it has never been altered
for 20 years, I believe.”® A worsted manufacturer had not changed his prices ‘for the last seven
or eight years.” Hilton found payments in the coal industry based on lists drawn up 20 or 30
years previous.’

Yet notwithstanding these forces making for stable prices, rate cutting remained common.
How common cannot be definitely stated, though it was considered widespread by observers as
well as workmen. ‘The history of payment by results,” wrote Powell, ‘is not the happiest,’ being
damned by shortages of work and rate cutting. Shadwell encountered the complaint that ‘when
a man increases his output by working harder, the employer cuts down the price and reaps the
benefit; and it cannot be denied that this has often been done.’® Sidney Webb believed it an
‘habitual practice in the past...in all sorts of trades.”” Engineering was the ‘cockpit’ of the rate
cutting controversy. A 1918 report found price-cutting in the ‘old days’ prevalent ‘to such an
extent and without justification, that piece-work was brought into disrepute.’® At the Royal

Ordnance works, the Gun Factory’s Superintendent described how ‘from time to time we go into

' bid., p. 84.
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the prices and see if we cannot reduce them, and they are very often reduced.”’ An average of
80 piece-price revisions, mostly downwards, occurred each week in the Carriage Department.*

Accusations of rate cutting were, however, made in other industries. It was said of the
Sheffield metal trades in 1892 that ‘the most common cause of disputes and strikes is the
demands made by the employers for reductions in prices of work.” The Brass Founders’ Union
alleged that it was constantly having ‘to grant strike pay to a member resisting reduction.’
Piece-prices in the cotton trade were cut repeatedly during the 1870s and 1880s, and the Report
on the Position of the Textile Trade placed foremost amongst the factors making for output
restriction the operatives’ fear ‘that if they turn out the maximum amount of work and earn big
wages, the piece-price may be reduced by the employer.”> As we shall see, downward pressure
on prices operated in flint glass manufacture and, to a lesser extent, in shoe-making.

In explaining the prevalence of rate-cutting, a distinction can be made between
‘legitimate’ and ‘illegitimate’ factors making for reduction. The former encompasses
circumstances necessitating adjustment of rates even where the initial piece-price accurately
reflected the operative’s effort. The latter reflect errors in the scheme’s establishment or
dispositions on the part of those overseeing it at odds with its functioning as an incentive.

‘Legitimate’ reasons for revision included technological changes reducing effort per unit
of output, and downward pressure on the selling price. One producer might be able to expand
output and maintain price, but if several operated successful incentive schemes a fall in price
would be likely.® General price deflation would also prompt a lowering of piece-rates - a factor

of some importance during the Great Depression. Where, as in the case of iron and coal, prices

' Manufacturing Departments of the Army, Q. 535.

2 Ibid., Appendix 31, ‘Memorandum on the Piece-Work System’, H.J. Butter, Manager.
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were especially volatile, their connection with piece-rates was established by means of ‘sliding
scales.’

However justified such reductions may have appeared to the employer, they were
frequently contested by operatives. Employers in the cotton industry asserted that operatives
objected to re-timing ‘regardless of changes in equipment and other facilities.” The manager
of a Staffordshire Iron firm informed the Trade Union Commission that though, initially, his
workmen’s wages were reasonable, of late:

the improvement of machinery and so forth has enabled a man to do very much

more of some classes of work in a given time now than he could do formerly,

whilst the same scale of wages that he used to have he obtains now...but the

moment you introduce anything new of that kind the Union is down upon you

at once...?

Another iron master described how the installation of steam hammers caused a ‘considerable
diminution’ in effort per ton, and piece-rates ought to have been reduced. However:

It was necessary for me to consider that in the excited state in which the

workmen then were, instead of offering less to the men who went to these new

hammers, and instead of the firm having the benefit from this large outlay of

money in improved machinery, we shall have to give the same wages per ton

with the improved machinery as the men had with the old machinery.’

Consequently ‘for many months - in fact for two or three years - we paid in that department most
extravagant and extraordinary wages; wages which the trade could not afford.’

Underlying the ‘illegitimate’ motives for cutting was the belief that there was a level of
earnings appropriate to each class of labour. Where a worker made a wage between 25 and 50
per cent. above this amount his piece-price was cut. There existed, in other words, an implicit
day rate, around which wages could vary only within limits. “The evil in piece-work system,’

complained a mason in 1867, is that ‘if a man earns a certain amount of money the master

considers that the price is too high, and of course he cuts that price down.’* For one carpenter:

" Hilton, Unions Obstructive?, p. 79.
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The objection to piece-work is this...When it is found that a workman is earning

double, say, of his ordinary wages, the employer at once thinks that the man is

getting too much money, and he cuts down the price.'

An 1861 survey by the A.S.E. found that, of the 218 branches furnishing replies, only seven
reported no limit to piece-earnings. Of the workmen covered by other branches, 45 per cent.
could make 25 per cent. above day rates before prices were cut; 22 per cent. up to 40 per cent.,
and 25 per cent. were permitted to raise their incomes by a half.?

Upper limits to wages were openly acknowledged at the Royal Ordnance factories.
According to W. Barlow, Superintendent of the Laboratory, the rule of a maximum to wages of
‘time and a third’ was ‘a very old one at the works and universal.’

We look upon the limit of piece work to be the earning about a time and a third

of a man’s day rate. For instance...say that a man’s time rate is 21s., then he

might earn, we will say, one third more; he might earn up to about 28s....If I

found that the average were earning more than that I should expect the Manager

to reduce the piece-work price.’

In the Carriage Department prices were so regulated that ‘the average earnings of the men should
be about a time and one-third.” Where this was exceeded ‘the rate would be reduced.’* E.
Maitland, Superintendent of the Gun Factory, noted that the ceiling to average wages of time and
a half was ‘not fixed in any written law, but it naturally follows: it is a sort of boundary that we
have tacitly fixed.”

There were two senses in which earnings could appear ‘excessive’. The first, already
discussed, had to do with a ‘just’ price for labour, beyond which it would be inappropriate to
go. Such reasoning exerted an influence at the Royal Ordnance factories. “We started with the

one third,” explained the Carriage Department’s Superintendent, ‘because we found that one third

added to his rating gives him a very liberal week’s pay and makes the man satisfied.” ‘I have
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always thought that a time and one third was a reasonable addition, that one third added to the
common time was a reasonable amount for a man to earn.”’ The second arose from the belief
that if a worker made significantly more than his customary wage this indicated some mistake
in the piece-price, a conviction which in turn reflected the weaknesses of the rate-setting
procedure. Although failing to ensure piece-prices truly reflected the effort per unit of
production, employers appreciated that errors could have serious implications for costs. How,
then, did they judge if a price were accurate? Unable to gauge a suitable output, they could at
least ascertain the market wage for the type of labour in question. When a number of workmen
earned wages a quarter or half above the standard this was taken to demonstrate, not special zeal,
but that the piece-price was too high.’

That the customary limitation of earnings at the Royal Ordnance works served as a check
upon prices was conceded by Barlow:

It would be impossible for any Superintendent to go through the enormous

number of piece work rates that there are, and to check them, but...I call weekly

for a return from one shop or another, and I look through 1t, and I then see

whether the men are earning what appears to be an extravagant rate of pay, and,

having this one and a third rule, I, without having a thorough technical

knowledge of each job that every man is engaged on, I can tell whether I am

paying the people pretty well in proportion to the rates paid by outside firms.’
It is impracticable, he continued, ‘to draw the line and say that you actually do arrive at a price
that is reasonable.” Better was it ‘to give a man what is a sufficient inducement to make him
work hard; and certainly one third more than his ordinary rate is a very great inducement to a
man to work.’® Where operatives earned half as much again as their daily wage, it was likely,

argued the Laboratory’s manager, ‘that their piece-work price had been set too high to begin

with.”> Once a new rate had been set in the Carriage Department, if, said the Superintendent,

' Ibid., Qs. 1,639, 1,654.
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over ‘the course of a month or six weeks we find that the average men possibly are making
considerably over what their fellows would be making at the other jobs in the same shop, all
equally good men. The attention is called to this, and the piece-work prices are revised.”' With
management lacking confidence in the existing piece-rate, there prevailed an almost irresistible
bias towards reduction.

This bias was far from groundless. As Powell pointed out, productivity gains under
piece-work were frequently traceable to the removal by workmen of inefficiencies incorporated
in the initial piece-price. It was the problem with this mechanism of improving organisation that
workmen were rewarded as if the one-off change in technique were a continuous intensification
of exertion. Labour was being paid the wrong way for something which was the responsibility
of management.”? In addition, workmen were suspected of restricting production whilst prices
were being assessed, and the phenomenon of ‘good’ and ‘bad’ prices implied that, just as
operatives had every incentive to see a ‘bad’ one raised, employers were likely to lower a “good’
one.

The fact remained, however, that piece-rate reductions were utterly at odds with the
operation of payment by results as an incentive. High earnings were required to serve two
inconsistent ends: to reward the operative for increased exertion and highlight mistakes in the
rate-setting procedure. To the extent that the latter function prevailed, the former was nullified,
an outcome which reflected the fact that, as Gospel observes, the British employer was apt to
regard labour more as a cost to be minimised than a resource to be developed.’ Far from being
rewarded with increased earnings, the operative found that he had to work harder merely to
maintain his previous income. The workman’s defence was obvious; viz., to ensure his earnings
did not go beyond that point at which rate cuts would be initiated. In practice output was not

permitted to exceed by more than about a third the level standard under time work. Thus,

"Ibid., Q. 1,531.
* Powell, ‘Future of Payment by Results’, 77.

" Gospel, Markets, Firms, and the Management of Labour, p. 2.
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remarks Powell, was ‘"ca’ canny" born, baptised, and by both sides carefully nurtured.’
Indeed, by limiting the growth in wages, employers encouraged that propensity of their
operatives to seek protection and security not through individual exertion leading to higher
incomes, but by means of trade unionism and workplace regulation.?

The 1887 Enquiry into the Royal Ordnance factories disclosed the informal rules
governing output and earnings. In the Gun Factory, noted its Superintendent, the men rarely
permitted their wages to exceed by more than three-eights the day-work rate, knowing ‘very well
that after a time the piece-work price would be reduced. It is a constant match between the
foremen to reduce the prices and those men to prevent their being reduced.”” The workmen,
concurred the department’s Manager, realise ‘that we are watching and looking after them; we
do not say, "You must not earn any more," but they seem to think this: - "If we do earn
something more, we shall probably have our prices taken down".’* Where more was produced,
operatives sometimes held work back for another week when output was deficient. In this way
earnings were equalised between workers and over time, and the method of payment was not,
as the Superintendent acknowledged, ‘piece-work pure and simple after they have attained a
certain level of proficiency...it comes to day-work paid at the price of piece-work.” Similar
uniformity of wages prevailed in the Carriage Department, while the possibility that, by limiting
earnings, output was forgone had not occurred to the Superintendent of the Laboratory ‘because
we have always kept to this rule.’®

Where limits to piece-wages prevailed they, and the level of output corresponding, tended

to become customary aspects of the trade. Employers did not expect operatives to produce more,

' Powell, Output Problem, p. 115.

* Austin and Lloyd, Secret of High Wages, p. 101.

} Manufacturing Departments of the Army, Q. 532.

*Ibid., Q. 6,415.

*Ibid., Q. 531.

“Ibid., Qs. 1,540, 1,560, 3,160.
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and they, In turn, did not conceive of earning more. Output was as much constrained under
piece-work as under day wages. From the standpoint of productivity the rate-cutting employer
was ‘behaving like a fool.”' Yet in judging conduct, motives must also be considered.
Employers were not indifferent to the status implications of increased piece-wages. Nor was this
the only factor influencing their administration of payment by results.

Of the stimulus to productivity associated with piece-work there are numerous examples.
When, for instance, individual incentive wages replaced group contracting in the West of
Scotland steel trade, output is said to have increased by a quarter.” With the introduction of a
bonus scheme at Willans and Robinson, engine builders, the men ‘got through their work with

more than normal expedition. ™

A furniture manufacturer claimed to Hilton that by introducing
piece-work output had increased 50 per cent.* ‘I should certainly say,” stated the Superintendent
of the Royal Gun Factory, ‘that you get more work’ under piece than day wages.’ Intensified
effort was a consequence of piece-work anticipated by employers and workmen alike.
However this heightening of exertion was a once-and-for-all phenomenon - a boon
traceable to piece-work, not its primary quality. Employers rather looked to piece-work to
stabilise effort with a minimum of supervision. That a satisfactory level of productivity could
be taken for granted, and not contingent upon vigilant management, was what the employer
desired. Under day-work, commented Close, Superintendent of the Carriage Department, ‘we
should have no absolute certainty that anything would be turned out,” and there would be

required ‘an enormous amount of supervision.’ Piece-work offered ‘an inducement to men to

work generally, I do not say to work excessively hard, but to work fairly well, because what is

' S. Webb, Works Manager, p. 80.

*R.C. on Labour, A, Vol. I1., Q. 15,984.

' Schloss, ‘Gain-Sharing’, p. 56.

* Hilton, Unions Obstructive?, p. 176.

' Manufacturing Departments of the Army, Q. 870.
“Ibid., Qs. 1,570, 1,677.
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paid is paid on the output.” ‘I am sure,” he continued, ‘to get the worth of my shilling under
piece-work; but I am not sure of getting a shilling’s worth of work under day work."'

In providing a stimulus to output, payment by results was seen as a substitute for
supervision. As A. Noble, Managing Director of W. Armstrong, explained: ‘The advantage that
employers have’ with piece-work ‘in certain classes of work is that they do not require the same
number of sub-foremen to look after it. The men are interested in it.”* Piece-work performed
an effort stabilising, as opposed to intensifying, function. It was not because, said Close, he got
the largest possible quantity of work that he preferred piece-work, but because ‘I am quite sure

that I will get more work for my money.”?

A customary level of output below the maximum,
whether arising from labour regulation or rate-cutting, was not incompatible with the operation
of piece-work since, as Close remarked, ‘I am sure of the work up to a certain point, because
I am sure that the man will make his rate.”

To the control of exertion desired by labour there corresponded a certainty of output
appreciated by the employer. As the complexity of firms increased over the 19th century,
individual differences in application threatened to create disequilibrium. Yet it was the eftect of
freely functioning piece-wages to promote variability between workmen and in the daily
performance of a given workman. To these disruptive potentialities of piece-work many
employers preferred a system which, though providing an incentive, ensured that most workmen
operated to a customary level of effort. Moreover, with earnings confined within limits there
was less temptation to scamp on quality. It was thus, for instance, that piece-wages were
rendered compatible with a skilled trade like flint-glass manufacture. As conducted, therefore,

payment by results was akin to task work. The employee received a wage one-third greater than

under day-work, and in return did one-third more work. It was not expected that he should fall

"Ibid., Qs. 1,646, 1,653.

*R.C on Labour, A, Vol. III., Q. 25,296.

Y Manufacturing Departments of the Army, Q. 1,652.
YIbid., Q. 1,657.
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significantly below this level of output - nor that he should significantly exceed it.

Payment by results reproduced, even reinforced, the strengths and weaknesses of the
existing system of production. Standard tasks were based on customary performance,
supplemented by the foreman’s personal estimate. In responding to the incentive, the worker
was guilded, on the one side, by workshop opinion and conceptions of a ‘fair’ level of exertion;
on the other, by an employer reluctant to pay more than a certain amount for his labour and
looking to piece-work to reduce supervisory costs and stabilise output. This subordination of
piece-work to the broader organisation of production explains labour’s acceptance of the system,
for it found much to approve in standard price lists, ceilings upon earnings and output, and less
intensive supervision. Noble claimed he would be pleased to see able men earning time and
three-fourths, and others earning less. But amongst his men there existed an idea ‘that because
a man is on piece-work, his rate must be time and a half.”! Unions in the furniture trade
acknowledged, in 1935, that they imposed a limit of one-third to the extra earnings on piece-
work. To this regulation ‘reputable firms’ had never objected: ‘It is done so we do not have
cutting of prices. If we did not do this, a firm might get hold of a number of high speed men,

2

and this would result in displacing labour.’> Thus hedged around with restrictions, piece and

day wages had, in practice, little to distinguish them.

Engagement and Internal Labour Markets
We have last to consider, under the heading of economic incentives, the engagement and
promotion of labour. Employers made some effort through internal labour markets to connect
an operative’s performance with his rewards. When hiring a worker, attempts were made to
evaluate his capacity for work. References were frequently requested, the workman’s wage rate

being regarded a ‘fair index’ of what his last firm thought of him.> Employer associations

' Ibid., Q. 9,012.
* Hilton, Unions Obstructive?, pp. 184-5.

" Evidence of A. Noble, R.C. on Labour, A, Vol. 1Il., Q. 25,256.
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sometimes systematised these arrangements with a standard ‘character note.” Such schemes
operated in sections of the shoe industry and in the engineering trade of the early 1890s.

Within firms, employers wished to promote diligent operatives to positions commanding
higher income and status. Cotton masters, notes Joyce, ‘took a pride in their workforces,
weeding out the less efficient and making the utmost efforts to hold on to good workers.”' By
the late 19th century there had developed a plentiful supply of piecers ready to become spinners,
and employers used the occasion, said the Secretary of the Spinners’ Union, to ‘select the giants
- I do not mean the giants in stature, but the giants in working capacity, as spinners to begin
with.’> Cadbury’s operated a scale of wages for its adult males, making twice yearly wage
revisions on the basis of performance reports. According to Cadbury, the scale was not rigid:
‘where special ability or industry is shown, an amount over and above the scale is given;
conversely, where circumstances warrant, a part of the rise is withheld for a time.”* The South
Metropolitan Gas Company tried, said Livesy, ‘to give to every man the wage we thought he
was worth, and whenever a man showed himself to be worth more I think a desire was shown
on the part of the management to give it to him.™ Standard piece-prices prevented men at the
Dowlais iron works being paid different rates for the same job; nevertheless the good worker was
‘sure of steady employment’ and had ‘the choice of best furnaces, and...the most convenient
place in the forge for work.”

Internal promotion was integral to the administration of the Royal Ordnance factories.
The foreman’s rank was distinguished into three grades: Chief Foreman, Foreman, and Assistant

Foreman. Of course, said the Superintendent of the Gun Factory:

" Joyce, Work, Society, p. 119.

*R.C. on Labour, C, Vol. 1., Q. 794.

* Cadbury, Experiments, pp. 155, 246.
"R.C. on Labour, C, Vol. IIL., Q. 26,762.

Y G.T. Clark, Trustee of the Dowlais Works, R.C. on Trade Unions, 5th Report, p. 93.
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A man must get himself known before he becomes Assistant Foreman at all; you

must see that he is a little better than the average, and that there is some

probability of his becoming a useful man in that line before you take him from

his tools...if he is a good Assistant Foreman he gradually becomes a Foreman,

and so on to Chief Foreman.'

The Department’s Manager had himself joined the Factory in 1859 as a draughtsman, becoming
subsequently Foreman, Principal Foreman, and Assistant Manager.? The Manager of the Small
Arms Factory had similarly risen from the shop-floor. If, he commented, a man ‘shows ability,
and is a steady man and a good tradesman, if we want a foreman I recommend him.”* Below
the supervisory grades, also:

The promotion and advancement of workmen is made to depend entirely upon

the skill and assiduity of each individual workman, and at stated periods the

Manager submits, for the Superintendent’s approval, a list of such men as he

considers deserving the higher rate of pay than those which they are receiving.*

Lathe operators at the Laboratory commenced at weekly rates of about 20 shillings. After four
or five years their wages rose to 23, 26, and even 28 shillings if ‘they get first class hands at the
work.”

At the Royal Dock Yards there was open, to the journeyman of ‘good character and
ability,” the possibility of elevation to such positions as draughtsman, dockyard writer, leading
men of trades, foreman of the yards, masters of trades etc.® Prior to 1891 workmen in any
given trade received a standard wage, but pay-scales were then introduced, permitting, explained

the Financial Secretary to the Admiralty, a better connection between performance and

remuneration:

' Manufacturing Departments of the Army, Q. 503.
* Ibid., Q. 6,388.

Ybid., Q. 8,014.

Y Ibid., Q. 2,995.

Y Ibid., Q. 6,069.

“R.C. on Labour, A, Vol. IlI., Q. 25,811.
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The heads of the departments concerned, aided by the advice of the foreman of

the ship or shop under whom the men are serving, are to submit to the Admiral

Superintendent the names of those whom they recommend for such promotion

or increment of pay. In making such selection, competency, diligence, and

conduct are to be regarded as of primary importance, due consideration also

being given to length of service.'

A range of enterprises thus appreciated the potential of internal labour markets to elicit
loyal and diligent service. And we may suspect that the prospect of promotion, particularly to
the status and security of the foreman’s position, acted as a stimulus to many hands. Yet when
assessing the effectiveness of such schemes, certain qualifications must be entered. For systems
of promotion were adapted to the character and preferences of those constituting British industry.

First of all, earnings variation in most firms was quite limited. The highest position to

which most workmen could aspire was the foreman’s. Table 2 illustrates for 1906 how his wage

compared to that of the average operative’s.

Ibid., Qs. 25,816-821.
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Table 2. Earnings of Foremen and other Adult Male Operatives in Selected Industries, 1906

Av. Male Av. Earnings Weighted Foreman's Foreman's Wage

Earnings of Labourers | Av. Wages of Wage as as Percentage of

(s) (s) Foremen and Ass. Percentage of Labourer’s Wage

Foremen Av. Wage (%)
(s.) (%)

Cotton 29 20 41 141 205
Woollen and Worsted 27 20 35 130 175
Boot and Shoe 29 N/A 39 135 N/A
Building 33 24 47 142 196
Saw Milling 27 21 39 144 186
Cabinet Making 33 22 47 142 214
Paper Manufacture 29 21 52 180 250
China and Earthenware 32 22 43 134 195
Brass and Allied Wares 32 20 44 127 220
Light Iron Castings 31 20 48 155 240
Engineering and Boilermaking 32 21 52 163 250
Ship Building 36 21 50 139 240
Railway Carriage Building 31 22 52 168 236
Electrical Appliances 35 25 53 151 212

Source: Earnings and Hours Survey 1906-7.

With the exception of paper manufacture and engineering, workmen on average earnings could
expect, if becoming foremen, to raise their wages 30 to 50 per cent. In no case could they
double their earnings. The last column further shows that an adult male, entering a trade as a
labourer and then, however improbably, rising through the wage hierarchy to its summit, could
normally little more than double his earnings. Where the spread of wages was larger, as in
engineering and paper making, a maximum increase of 150 per cent. was possible. But in the
wool, worsted, porcelain, china, and building industries it was impossible for a labourer to even
double his income. Operatives completing an apprenticeship could look forward to wage

advances over a life-time significantly less than this. What is more, wage differentials tended

to correspond to distinctions in skill. Here effort was less important than the particular trade in
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which the operative was apprenticed or had specialised. The workman’s ability to raise his
earnings by hard work and consequent promotion was thus limited.

Unions encouraged this equality of earnings, with many insisting that no workman be
engaged at less than some minimum wage. The Ironfounders’ Society resisted payment of
weekly wages below 32s. to any moulder between the ages of 22 and 50." A minimum wage
was similarly fixed by the A.S.E.* It was a more general complaint of employers that unions,
by insisting that all workmen on time wages doing the same job receive identical rates of pay,
prevented the adjustment of earnings to effort. Such was allegedly the case in shipbuilding.
When we engage a man, said one employer, ‘he must be paid the general rate of wage, or he

is immediately withdrawn from our employ.”’

Preference for uniformity did away ‘with the
wholesome element of competition...Instead of your first-class man getting, we will say, 38s.
or 39s. a week, and your inferior men getting 32s. or 34s.; if the trade union system were
carried out you would then have the whole of these men coming in at 36s. a week...” One
Thames shipbuilder described in 1867 the state of affairs consequent upon growing union power:
When I began business 35 years ago we always took note of a man’s working when he
was first engaged, and...then rated that man accordingly...30s. a week, or 32s. a week,
as we thought he was worth...But gradually and by degrees the men have become the
parties who have fixed the wages, and the masters have been ignored in the matter
altogether...
The unions:
meet together and determine that no man shall work under a certain price. They no
longer leave the masters free to fix the wages...but say, "Good men or bad men, you
shall insist upon having 6s. in the case of joiners and 7s. in the case of shipwrights."™

When introduced, the classificatory system at the Royal Dockyards met with resistance from the

men. A meeting at Pembroke protested ‘against the new wages scheme which necessitates absurd

"R.C. on Trade Unions, 5th Report, Qs. 8,631-635.
*R.C. on Labour, A, Vol. III., Q. 22,774.

*R.C. on Trade Unions, 9th Report, Q. 16,913.

" Ibid., Q. 16,916.

Ibid., Qs. 16,712, 16,776.
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distinctions between workmen,” and affirmed that the only ‘fair policy” was to ‘have been to have
paid all workers at the same rates as are paid to those who do similar work for private firms.”'

Complaints of union interference in the structure of remuneration emanated from across
industry. Building masters claimed they were prevented from giving greater rewards to superior
workmen, operatives contending that if a man ‘is a superior workman, and so does more work
in a day, he, to a certain extent is depriving that other workman of the extra amount of work
which he does.”? A carpenter objected to the regulation that all employees receive a standard
hourly rate. It puts ‘a stop to enterprise on the part of the individual workmen...I do not like
to find myself going to the pay office and getting just the same as the most inefficient men in the

3

shop.’” But ‘the inferior workman is most loud and most prominent in asserting himself if he
finds another man getting better payment or better treatment.”

A. Noble acknowledged the benevolence of seeking to bring ‘inferior men up to the
advantages that ought to belong more especially to men who can distinguish themselves by their
capacity;’ it was nonetheless the effect of such measures ‘to extinguish, or at all events diminish,
individual excellence.’”®> ‘The action of the trades unions,” said another engineering employer,
‘certainly tends to equalise the wages of all the men. You get the inferior man getting a higher
wage, and the superior man getting a lower wage than he otherwise would do.’

This state of affairs, even if immediately associated with union influence, conforms with a
more widely noted tendency for observed pay schedules within firms to be more egalitarian than
would be predicted if all workers were paid their marginal product. That is to say, high

productivity workers, it is argued, tend to receive a wage below their marginal product, and low

productivity workers a wage above their marginal product. Robert Frank, for example,

"R.C. on Labour, A, Vol.Ill., Q. 24,405.

2 Evidence of Mr. Wright, builder, ibid., C, Vol. 1IL., Q. 32,285.

Y Ibid., Vol. 1I., Qs. 18,798, 18,817.

*Ibid., Q. 18,912.

*Ibid., A, Vol. III., Qs. 25,448-9.
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comments that according to the conventional marginal productivity theory of wages a worker’s
wage should increase by one dollar every time they add a dollar to the firm’s product. But,
considering a random sample of 13 large auto-dealerships in New York State, he did not find
this prediction confirmed:

Whereas the slope of the earnings schedule predicted by standard theory is 1.0 - meaning a
$1 increase in earnings for every extra dollar in gross commissions - the largest slope among
the earnings schedules in my sample was only .30 - meaning that 30 cents more wages for
every extra dollar in gross commissions.'
The average slope was .24. A similar survey amongst real estate salespersons revealed a ratio
of .7, while amongst research chemists it was as low as .09.?

Frank attributes this failure of earnings to rise in line with productivity to the fact that
individuals value their status within local hierarchies. Consider two individuals, A and B, where
B has a lower marginal productivity than A. If B attaches value to his relative position in the
earnings hierarchy he will have an incentive to leave this firm and join another where average
productivity is lower so that his marginal product yields him a higher place in the earnings
hierarchy. Equally, B’s arrival will cause lower-productivity workers in this other firm, not
wishing to occupy inferior positions in the earnings hierarchy, to seek out firms where their
marginal product and wage is relatively higher, and so on. °‘If,” writes Frank, ‘workers are paid
their marginal product, and care about income differentials, then the only sustainable outcome
is for each firm to employ workers whose marginal products are identical. There will be no

room for a firm with a heterogeneous workforce.”?

Since, in fact, heterogeneous workforces
are typical, Frank concludes that wage levels must adjust to compensate for status differentials.
Essentially, those workers attaching particular importance to a high position in the earnings

hierarchy receive a wage below their marginal product. This wage reduction is then used to

purchase the acceptance by other workers of lower-status positions, who earn a wage above their

' Frank, Choosing the Right Pond, p. 62.

* Frank, Passions Within Reason, p. 182. Of course, as Frank himself admits, the limited size of these samples renders
heir results suggestive rather than conclusive.

* Frank, Choosing the Right Pond, p. 41.
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marginal product by way of compensation. The result is a compression of the wage hierarchy.
However, although individual workers do not receive the value of their marginal product,
workers on average at the firm do.

Though the logic of Frank’s argument is persuasive, the evidence he himself supplies is
insufficient to confirm the theory. This is not unexceptional, given the difficulty in many trades
of measuring the difference between marginal products and wages and the further difficulty of
establishing the role of status considerations in accounting for any differential. It was certainly
a complaint of 19th century employers that wages were subject to levelling pressures which
prevented them from fully reflecting differing contributions to production, and status was, as we
have observed, a factor capable of influencing employee performance. Yet there were many
examples of lowly-paid workers whose earnings appear to have been almost certainly below their
marginal products. The flint glass industry, considered in detail below, provides a good
illustration. Here the footmaker, who performed the important and strenuous task of gathering
molten glass onto the blowing iron, occupied the lowest position, in terms of status, within the
work group. He also received wages which, at often less than one pound a week, were low both
absolutely and in comparison with those of senior work-group members. What reconciled the
footmaker to his low earnings was the prospect that, over time, he himself would rise to occupy
the high-wages positions. This dynamic element Frank overlooks. By tying wages and status
to seniority there was less need, in British industry, for high paid workers to compensate
permanently low-paid colleagues. The minder-piecer distinction within cotton spinning provides
another prominent example of this phenomenon. Indeed, in these cases the structure of earnings
accords more closely with that suggested in various Internal Labour Market models, according
to which the spread of wages actually exceeds that of productivities.! Here it is argued that
workers are encouraged to invest in human capital and reduce shirking by accepting long-term

contracts with the firm in which they at first receive a wage below their marginal product and

"C.f. E.P. Lazear, ‘Agency, Earnings Profiles, Productivity, and Hours Restrictions’, American Economic Review Ixxi
(1981); R.J. Flanagan, ‘Implicit Contracts, Explicit Contracts, and Wages’, American Economic Review Ixxiv (1984).
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then, as they become more senior, a wage above their marginal product. ‘Senior workers,’
writes Lazear, ‘are paid a high wage not because they are productive at that point in time, but
rather because paying high wages to older workers induces young workers to perform at the
optimum level of effort in the hope of growing old in that firm.”!

Whether the wages of senior workers are, in general, greater or less than their marginal
product is not, however, clear. Studies by Dalton and Thompson and Medoff and Abraham have
suggested that wages do increase more rapidly than productivity. Daiton and Thompson, for
instance, found that, according to managers in six major engineering firms, the contribution to
the company made by design and development engineers increased till they reached their mid-
30s, after which it declined steadily. Salaries, by contrast, peaked in the early 40s and thereafter
levelled-off.> However the figures provided by Frank point in the opposite direction, while a
1983 study by James Brown found no evidence of significant wage growth following the
completion of on-the-job training.’

Even if wage hierarchies are, on average, compressed, status-compensation is not the only
possible explanation. Stiglitz and Baily, for example, have developed models in which workers
are assumed to be risk averse, preferring steady income streams to variable ones.* Although
workers may know their own productive potential, they cannot predict how productive they will
be at any given time due to the operation of forces beyond their control - such as technology and
market conditions. Since firms are taken to be less risk averse, the way is open for trade in
which the firm assumes some of the risk by offering the worker a more constant wage. In
Stiglitz’s analysis this is accomplished by the payment of wages based upon the average
productivity of the group rather than the particular performance of the individual. The

operative’s income will then be a ‘weighted average between the mean marginal product of those

' Lazear, ‘Agency, Earnings Profiles, Productivity, and Hours Restrictions’, 615.
*G.W. Dalton and P.H. Thompson, ‘Accelerating Obsolescence of Older Engineers’, Harvard Business Review (1971).
* Cited in Flanagan, ‘Implicit Contracts, Explicit Contracts, and Wages’, 346.

*J.E. Stiglitz, ‘Incentives, Risk, and Information: notes towards a theory of hierarchy’, Bell Journal of Economics, Vi
(1975); M.N. Baily, ‘Wages and Employment under Uncertain Demand’, Review of Economic Studies, xli (1974).
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working under the given contract and the individual’s own marginal product.’'

Such a mechanism may well help to explain the narrow wage hierarchies in many 19th
century firms - notably for labour of a given skill or experience. Workers were, we have
contended, risk averse, especially given the absence of reliable sources of income outside the
labour market. They feared not only the impact upon their earnings of technological change and
the trade cycle, but the unpredictable consequences of their own ageing process and ill health.
As a result they attached a premium to stable income streams. This, we have suggested, was
an important motive underlying the practice of output limitation, while Huberman has shown how
the employee desire for predictable earnings prompted Lancashire cotton firms to adopt ‘fair-
wage’ policies. Considerations of risk, as well as status, it seems fair to assume, helped account
for the preference for narrowed wage hierarchies amongst late 19th century workers.

A second factor weakening the incentive from promotion was the limited opportunities for
advancement in most firms. ‘Promotion among the workmen,’ observed Williams, ‘is very slow
and tedious.’? ‘Foremen are only made once or twice in a generation, and when the odds on
any man for the post are high, surprise and disappointment always follow. The first is usually
relegated to the rear, and the least expected of all is brought forward to fill the coveted
position.”® Most operatives were resigned to spending their working lives upon the shop floor.
‘Once a puddler a man remains a puddler as long as he has health and strength to carry on his
avocation’: such was the rule in the iron trade.* A gas-stoker appearing before the Labour
Commission acknowledged that, in 15 years, he had had ‘no promotion whatever. I remain now
what I always was - a workman.”> In the cotton industry the piecer-minder distinction had

provided an effective basis for promotion. Yet as growth slowed in the late 19th century, the

! Stiglitz, ‘Incentives, Risk, and Information’, 559.
* Williams, Railway Factory, p. 282.
"Ibid., p. 74.
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