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e economic theories presented in the “classical” texts explain that the

workers of different countries receive very different wage returns in
some countries from those in others, and that the conditions in which they
work and live also vary greatly. The existence of these differences of income
and condition emphasised in these texts is undisputed. It is also a part of the
generally accepted body of economic theory that the conditions of the work
and life of the wage earners in any country depend primarily upon the real
income of the country; that even making allowances for possible variations in
the sharing out of the product within any country, hours of work will be long,
wages low, and the conditions burdensome if the total real income of the
country is low in relation to the number of inhabitants, and that the opposite
conditions will prevail when the economic effort of the country is more
effective. In short, economic theory presents and strives to account for a
great contrast in the economic lot of the workers of different countries, and
regards this contrast as in the main ineradicable.

The movement to improve conditions of labour on an international
scale by international action appears in some respects to run counter to these
conclusions. That movement, as represented by the work of the International
Labour Organisation, is engaged in an effort to stimulate national action, in
accord with international agreements, towards the achievement of a
universal minimum standard of satisfactory labour conditions. [...]
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1I

This paper is written to examine a set of closely connected questions: (1)
whether this difference of doctrine between widely accepted economic
theory and the effort to regulate labour conditions by international action is
areal or only superficial difference; (2) to explain how such difference as may
be real has arisen; (3) to examine in the light of both sets of doctrines the
possible economic gains and losses which may result from such action; (4) to
indicate the problem by which countries possessing different conditions of
labour are faced by projects of international labour regulation, and the
benefits and losses they must calculate; (5) to analyse briefly the efforts of the
International Labour Organisation to take into account the possible losses
and difficulties that might arise from its action, and still to carry out its main
purposes.

These purposes require first of all a brief restatement and recon-
sideration of certain relevant economic doctrines which bear upon the
problem raised by international action for the purpose of improving labour
conditions. The restatement will be brief, and run in accordance with the
system of assumptions and ideas as presented, say, in the books of Alfred
Marshall (and to be understood, therefore, as presented by him, as only an
introduction to the complex actuality of contemporary society). It is limited
to those points of economic theory which present themselves only when
international action is under consideration, as apart from those which
present themselves when the contemplated action is only on a national scale.
Thus, for example, it does not touch the controversies bearing upon the value
of legislation as a means of regulating labour conditions; for these arise
whether action is on a national or an international scale.

The established economic doctrine holds that the productive activities
of the people of each country are, under conditions of economic freedom,
devoted to those industries and occupations which will yield the largest
volume of valuable goods and services. This conclusion is expounded by its
authors only as a rough approximation to the truth, and should not be taken
as a defence of complete laisser faire. A grave modification arising out of the
inequality of wealth and income in each country is always admitted, as well as
many other qualifications arising out of special circumstances. But the main
argument remains, and is, for one thing, the centre of the free trade position;
advocates of economic regulation have to prove that regulation is necessary
to overcome some obstacle to effective production, or that some important
non-economic end must be served, as, for example, when a country subsidises
its merchant marine.

This economictheory can be explained simply. There is a strong tendency
for those who directindustry, who have land and capital, and employ labour, to
use them in the ways which promise the greatest return. Further, in any
particular use of these means of production two forms of competition must be
met — internal and external. The internal competition is that of different
industries and enterprises seeking the use of the limited supplies of land,
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labour, and capital. The highest bid for each tends generally to prevail, and the
highest bid, the doctrine runs, comes from those who can employ the desired
means of production in directions yielding the largest volume of valuable
goods and services. External competition tends to extend the same effect
further. As a result of this competition, in the absence of tariffs and other
obstacles, the economic energies of each country are used in those industries
which are carried on with the “greatest comparative advantage” as compared
with the same industries in other countries. Such goods (and, to a much lesser
extent, services) as can be procured more cheaply abroad than at home are
imported, and paid for by exports requiring smaller outlay than the goods
procured. Hence it is concluded that international competition, by leading to
international specialisation, increases the real income of all peoples. Thisis the
result indicated by general economic analysis; it will therefore have to be
enquired at a later point why the opposite opinion is so strongly held - the
opinion that international competition is injurious to the economic life of a
country and depresses labour conditions, and therefore creates a need for
international regulation of those conditions. :

[He explains the role of natural resources, capital, human energies and
talents, organisation and techniques in determining the volume of
production, according to classical theory.]

II1

Joint international action for the improvement of labour conditions is
being carried on by the International Labour Organisation. This institution
was created by the Treaty of Versailles and its constitution is contained in
Part XIII of that Treaty. The first section of the Preamble indicates the
reasons for its creation:

Whereas the League of Nations has for its object the establishment of universal
peace, and such a peace can be established only if it is based upon social justice;

And whereas conditions of labour exist involving such injustice, hardship and
privation to large numbers of people as to produce unrest so great that the
peace and harmony of the world are imperilled; and an improvement of these
conditions is urgently required: as, for example, by the regulation of the hours
of work, including the establishment of a maximum working day and week, the
regulation of the labour supply, the prevention of unemployment, the provision
of an adequate living wage, the protection of the worker against sickness,
disease and injury arising out of his employment, the protection of children,
young persons and women, provisions for old age and injury, protection of the
interests of the workers when employed in countries other than their own,
recognition of the principle of freedom of association, the organisation of
vocational and technical education and other measures;

Whereas also the failure of any nation to adopt humane conditions of labour is
an obstacle in the way of other nations which desire to improve the conditions
in their own countries;

The High Contracting Parties, moved by sentiments of justice and humanity as
well as by the desire to secure the permanent peace of the world, agree to the
following: ... :
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In pursuance of these purposes the International Labour Organisation
has in the nine Sessions of the Conference of its Members brought into being
23 international Conventions and 28 Recommendations. They deal with such
subjects as the following: hours of labour, workmen’s compensation
insurance, weekly rest in industry, minimum age of employment, etc. The
process of ratification has been tardy but continuous: up to the present (1
March 1927) there have been 217 acts of ratification of the various
Conventions by States Members, and wherever ratification has taken place
national law has been brought into substantial conformity with the terms of
the Convention ratified. In addition, even when ratification has not been
given, conditions and laws have been changed in many countries in the
direction of the terms of the Conventions through voluntary action or
national legislation. International consciousness and activity have grown up
about these Conventions; once the Conference comes to an agreement there
arises pressure in each country, sometimes strong, sometimes weak, to meet
its terms.

[-..]

It may be observed in passing that the creation of a permanent
institution to concern itself with labour conditions on an international scale
was the product of experience which seemed to indicate its need, and not the
product of theory. Those interested in the improvement of industrial
conditions in various countries had more than once found that a desired
change in labour conditions was hindered by the possibility that the same
industry in some other country might secure a competitive advantage as a
result of the change. This possibility is always present when the contemplated
improvement involves a possible increase in production costs. The idea of
resorting to joint international action is, therefore, natural in such
contingencies. That is the train of thought which led to the creation of the
International Labour Organisation. Its connection with the League of
Nations lies in the fact that differences in conditions of labour have been in
the past a source of international antagonism. We are familiar, for example,
with the mingled fear and dislike invoked among the workmen of the United
States and Europe by the bugaboo of the competition of the work of the Far
East carried on under much poorer conditions. [...] By the workman and
often by the employer international competition is usually regarded as a
force depressing his conditions.

But the preceding economic reasoning indicates that this view cannot be
accepted as an accurate and complete statement of the effects of
international competition. The general analysis, on the contrary, tended to
indicate that international competition and exchange was an important
means of increasing the real income of the nations engaged in it; it
emphasised the fact that international competition tended to bring it about
that the economic energies of each country were turned in the directions that
would yield the greatest volume of valuable goods and services. The
difficulties encountered by countries arising out of changes in the
international competitive situation are regarded as only transitional, and
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incidental to the attainment of a new position of equilibrium by which all
countries will benefit. That doctrine, when rigidly stated in the classical texts,
further implies that the more advanced standards of the more productive
countries cannot in the long run be affected deleteriously by the competition
of countries having lower standards — the standard of each resting upon the
productive effectiveness of each competing country.

Can these opinions be reconciled? I believe so. The first view is that
naturally entertained by particular groups of workers and employers as
producers; they see their jobs or their economic power often menaced by
foreign competition. The second view is the natural one when thinking of the
people of a country as consumers, to whom international competition and
exchange bring goods and resources on better terms than if no such
competition occurred, and thus increase their real income. In the classical
doctrine it is this viewpoint which is maintained and put in the forefront. That
classical analysis assumed, for the purposes of its enquiry, that the workmen
and capital within a country could quickly change their occupation, quit an
industry where foreign competitors were proving able to undersell, and enter
another industry which possessed a greater comparative advantage — the
whole benefiting by the change. The opposition to international competition,
the desire to regulate by international action the labour conditions in which it
takes place, arises from facts and tendencies contrary to that assumption. It is
dominated by the fact that within highly industrial countries the mobility of
labour and capital — their capacity to shift themselves about from one
industry to others under the pressure of competition — is slow, painful, and
incomplete. Whole masses of men seem either unwilling or unable to shift
their occupations in the older industrial countries in which few valuable
natural resources remain unexploited. Only in countries undergoing rapid
industrial expansion does a great shift in the employment of the means of
production occur without serious difficulty. Despite all obstacles those
influences which are recognised and summarised in the “principle of greatest
comparative advantages” tend to assert themselves, but only slowly,
overcoming the inertia of human beings, and bringing direct suffering in their
courses. [...]

[---]

It is out of these circumstances that the support, theoretical and actual,
comes for the regulation of international competition by international
agreement upon labour conditions. Countries find that they cannot face the
misery and disorganisation that arise from an unfavourable shift in their
competitive position, and the organised workers strive to combat the
worsening of their conditions. A measure of stability is sought by means of
international agreement. It may be argued with force that the countries
should, on the contrary, strive to encourage and aid mobility of their labour
and capital within their boundaries. There can be no doubt that countries in
which great mobility exists are better off. But the older industrial countries
and the over-populated countries find this a counsel of perfection. For them
it is virtually impossible to find fresh employment quickly for the tens or even



308 International Labour Review

hundreds of thousands of workers that may be engaged in a single industry.
Besides, in most countries circumstances have compelled the enactment of
unemployment insurance and other legislation which tends to lessen the
shifting of workers, and brings a fresh problem to the budget when serious
unemployment occurs.

It is in these important differences of circumstance, prevailing rather
than exceptional as far as post-war Europe is concerned, that a reconciliation
with the classical economic theories must be sought. Under these conditions
the gains and losses from unrestricted international competition are not so
simply assessed; and likewise the good and bad results of interfering with that
competition by means of international labour agreements are not to be
judged simply and solely in the light of the unqualified conclusion that “in the
long run” unrestricted international competition leads to the production of
the largest possible volume of valuable goods and services in each country.
They are to be judged by weighing a more complex set of possible good and
bad results.

The prevention of misery and the avoidance of industrial dis-
organisation, which under existing conditions in many industrial countries
would not bring its own quick end in accordance with the classical theory, are
the economic ends sought in international action dealing with labour
conditions. This effort thus becomes, in my interpretation, above all an effort
to secure some measure of stability in relative labour conditions. Some
economic loss may — nay, it can be said, will — result from this regulation of
international competition. This loss may be in several directions: first, many
consumers may have to pay somewhat more for certain products; secondly,
the workers and capitalists of certain countries where the general level of
industrial effectiveness is low may find themselves unable to enter certain
industries which they could carry on under unrestricted international
competition and which would yield higher returns than some already in
existence; thirdly, the lack of freedom to revise standards may produce
unemployment in some directions and countries, while avoiding it in others.
These losses may be serious. But considering the present conditions of
industry the gains may sometimes outweigh them — gains in the way of
protection of the higher standards already obtained in some countries, in the
partial stabilisation of the conditions of competition, in the creation of the
necessity of finding new means of competitive effectiveness, in the possible
avoidance of industrial strife. It is to be expected that the losses would be
minimised by the anxiety of each country to guard its own interests before
entering any international agreement. The correctness of this opinion
becomes more likely when it is reflected that in the absence of all
international agreement it is possible for a temporary change in
circumstances in any one country, say a temporary industrial depression, to
affect seriously the standards in competing industries in other countries. The
trade unions of each country, in particular, feel that the conditions which
they have secured are always in danger of destruction even by the temporary
difficulties experienced in other lands, even by the fluctuations in trade
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union strength abroad. Hence their firm support for international action and
their tendency to disregard the economic losses they may suffer as consumers
— and in some cases, if the terms of the Conventions do not fall within the
productive capacity of their country, as producers.

I wish to develop somewhat further the possible losses and gains ~
dangers and advantages — of international labour legislation. A number of
possibilities, half in the realm of fact, half in the realm of policy, require
consideration. First, it must be observed that if a country establishes a
minimum standard of labour conditions as part of a joint agreement, it
thereby becomes more difficult for any new industry to arise within that
country merely because it happens that it can benefit by conditions of labour
especially low even for that country. In other words, it may help to prevent
“sweating”: it makes it more difficult for an industry to arise in a country
merely because it can take advantage of the bargaining weakness of
particular bodies of workers; it stimulates the effort to employ the same
labour more advantageously and with better methods of production. In the
event, however, that no adequate alternative employment exists for the
groups of workers affected, the result will be unemployment.

The preceding line of thought may be carried a step further and applied
to the competitive relations of different countries. If international
agreements establishing minimum conditions of labour are ratified by those
countries in which conditions are now very much poorer than in the more
- effective industrial countries, the result will be to prevent the further
expansion of industry in these countries unless and until they can meet this
standard. The countries where conditions are poorest have as yet relatively
few industries competing in the international market. By international action
terms would be created for the possible future growth of competition with
those countries where higher standards have already been achieved. That, in
my opinion, is an advisable step for the world, although certain immediate
economic losses will result, and these losses might fall most heavily on those
countries in which conditions are already poorest.

So much by way of estimating the differences of doctrine between
orthodox economic theorists and advocates of international labour
legislation, as regards the effects of unregulated international competition.
Another point of difference between the two schools lies in their difference
of emphasis upon another set of possibilities. This set of possibilities is
represented by the belief that joint action through a permanent organisation
such as the International Labour Organisation, in the work of which
governments, workers, and employers participate, might in itself do
something to create the economic conditions making an improvement of
labour conditions possible. There has been the hope that continued
discussion and effort carried on through the International Labour
Organisation would sharpen the consciousness of labour conditions, arouse
greater co-operative effort within each country to improve them, and, by
improving industrial relations and encouraging thought and action, produce
an increase of productive effectiveness within each country. [...] Akin to this
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possibility is another which undoubtedly has figured in the thoughts of the
labour supporters of international action. That is the possibility that the
promotion of joint action by such a body as the annual Conference of the
International Labour Organisation would give moral strength and prestige to
the workers of each country in their effort to secure as large a share of the
product of industry as possible; in other words, that joint action may be an aid
to securing conditions really permitted by the general productivity of a
country, but not established until forced by events. [...] Economic history
tends to show that when the conditions of labour within a country are
extremely poor, they tend to perpetuate themselves. This may be traced to a
number of causes — the force of tradition, the weak bargaining power of
extremely poorly paid workers, the deterioration of strength and character,
the tendency towards poor management of a cheap labour supply, the extent
of family labour, and the high birth rate characteristic of poorly paid
industrial wage-earning groups. Joint action seeking to create a world-wide
minimum standard of conditions may act as a counter force and be the
beginning of an effort to overcome the self-perpetuating situation. This
result is not by any means assured — but it is among the possibilities. The
necessary increase in human effort and co-operation may or may not be
forthcoming under compulsion. The size of the population may or may not
continue to grow at so rapid a rate compared with natural resources as to
defeat all effort at improvement — huge masses seeking work at any price,
and habitual economic misery such as exists in the Oriental countries. But
international action is one of the few available means of stimulating the
effort. The main body of economic theory does not contemplate it, does not
recognise it as among the basic influences which may determine standards of
work and living in the long run; on the other hand, it does not completely
reject the possibility.

v

Some further possible consequences of international labour legislation
are revealed by considering the position in which countries possessing at
present different standards of labour conditions find themselves placed in the
face of international action designed to establish a universal minimum
standard.

The position of countries in which the conditions of labour are already
better than elsewhere is a simple one (at least as regards those particular
questions in which this established superiority is clear and permanent). They
anticipate a protection of their relative position in international competition.
They should tend, furthermore, to become the promoters of an international
interest — real or presumed. That international interest is based on a humane,
semi-ethical judgement that there is a standard of working conditions and
welfare which is necessary in the modern world for the proper development
of human character and satisfaction of basic human wants; it is defended by
the conviction that wherever such a standard has been attained it should be
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protected, and that where it has not been attained it should be developed.
This judgment as to international interest therefore holds that those
countries which have attained higher standards should not be compelled to
sacrifice them to a competition which is effective merely because it is based
on very poorly paid labour working under very poor conditions — as has
already been stated, this result could only be temporary, but nevertheless
serious. It asserts that countries where standards are poor should carry the
burden of improving them before they enter into international competition,
that industries and industrial activity should not be permitted to migrate to
places where conditions are poorest. Naturally this reasoning tends to be
congenial to trade union organisations throughout the world.

In support of this judgement the parallel of national legislation, creating
minimum standard conditions throughout the whole of a national territory, is
often cited. But this parallel has little force. For within any one country there
are neither customs barriers nor immigration restrictions, and there is a much
freer movement of goods, capital, and labour than between countries. All
parts of a country may therefore be required to meet a minimum standard
with less fear of economic suffering or less chance of injustice than in the case
of international action. And, on the contrary, the existence of tariff and
immigration laws greatly weakens the moral argument for the international
observance of minimum standards. It weakens the moral duty imposed upon
the countries where conditions are poorest to meet some world standard
since they enter into international competition. Our general reasoning
indicates that these countries may sometimes risk an economic loss to
themselves if they do participate in joint action. On the other hand, such joint
action may act as a moral, social, and technical spur to these countries,
helping them to improve their conditions of labour.

[.--]

[...T]he effort to improve conditions should be made whenever a
reasonable chance of successful achievement exists — the possibilities of
making industry more effective or increasing the share of the product going
to the workers without doing corresponding economic harm elsewhere.
These are important possibilities in this rapidly changing, complex economic
world, in which we are all conscious of the fact that our technical knowledge
and human talent are enough to make production so much more effective
than it is at present. Yet they are often only vague and frequently turn out to
be visionary. Still, it is within the domain of these possibilities that the hopes
of those lie who believe it possible gradually to create by international action
a general minimum standard of conditions, good enough to satisfy to some
extent the aspirations embodied in Part XIII of the Peace Treaty — even in
countries where conditions are now poorest. The economic limitations are to
be tested. Because of them the work of the International Labour
Organisation must become an educative, conciliatory influence, adding to
practical knowledge, moulding human attitudes and relations — if the
Organisation hopes to make any progress in its aims. If it turns into a
mechanical Convention-dragging agency it will be dead.
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v

[The author comments on the process of reaching agreement on new
ILO standards.]

VI

If the preceding examination of the economic problems brought up by
international action dealing with labour agreement, and of the methods by
which the attempt to reach agreement is carried out, is correct, it is plain that
the establishment of a uniform standard of conditions is unattainable; or
rather, itis plain that the only uniform standard that might be attainable would
have to be within reach of those countries where the level of production is
extremely low, and such standards will never find embodiment in international
agreements. It may be asked, therefore, whether the attainment of uniformity
isessential to the achievement of the aims of international action, and whether
that is the only just basis of agreement. A natural assumption to that effect is
often made in conference discussion. There would seem to be no sound
economic or ethical basis for that opinion. The economic results of such a
policy have already been discussed; and (since national barriers such as tariff
and immigration laws are enforced, and as long as it is generally held that a
country’s economic policy should be based first of all on national interests
irrespective of international effects) only an extremely weak ethical duty can
be assigned to those countries where the standards are lowest, except the duty
of these countries towards their own workers.

Economic analysis reveals no essential need for uniformity; nor will the
absence of uniformity in itself defeat the aims of joint action. Even if
uniformity of minimum standards were attained, the difficult situations
sometimes created by international competition would not necessarily be less
than they would otherwise be. What is needed, and what may not be out of the
range of achievement, is, first, a tendency towards general improvement, a
tendency on the part of each country to improve conditions of labour as much
as its industrial effectiveness may permit; secondly, substantial equality and
stability of minimum conditions as between countries where the levels of
industrial effectiveness are substantially equal; and thirdly, the gradual
pressure on States where conditions are poorest to approach the standards
existing elsewhere, so that industrial activity may not gradually shift into the
areas where conditions are worst. In some such moderate policy as this lies the
hope of avoiding some of the worst effects of international competition, while
preserving most of its gains.

VII

[.]

First, [...] serious controversy has arisen at each Session of the
Conference over the precise standard of conditions to be embodied in the
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proposed agreement under discussion. It was to be expected that it would
often be debated whether the conditions provided should be actually or
very nearly within immediate attainment on the part of countries’ having
comparatively poor conditions, or so decidedly above existing conditions in
those countries as to make their acceptance and enforcement a
considerable risk and strain, though still below the conditions prevailing in
the countries of greater industrial effectiveness. The decision in many
instances runs in the latter direction. But in many instances, also, the
controversy has concerned itself rather with the question whether the
conditions prescribed should not mark an improvement over existing
conditions even in the countries of comparatively high existing conditions,
such as those of Western Europe. That is due to the comparatively great
strength and prestige of the trade union movements in those countries.
These trade unions have been most reluctant to see standards embodied in
Conventions that did not mark decided improvement over the conditions
under which they, themselves, were working. These trade union movements
have held the hope of procuring the ratification of their own countries,
even though the countries where existing conditions were comparatively
low could not be expected to ratify. In short, the labour representatives of
the various countries have not often been afraid of tipping the balance of
international competition against themselves. This attitude is based partly
on the deeply held trade union conviction that it is virtually always possible
for workers to receive a larger share of the product than they are actually
receiving without doing economic harm. In short, labour representatives
have wanted the Conventions to be of assistance to them in their
distributive contest, and have been willing to rest on the hope that similar
improvements of industrial conditions in other countries would keep the
international competitive position unchanged. The economic hazards of
realising this programme have already been discussed. The employers’
representatives of each country have usually taken a position of opposition
to the labour demands and views, and have tended to seek conditions
relatively easy of establishment which also might improve their competitive
position. Sometimes they have supported a small measure of improvement,
sometimes declared that economic difficulties made any improvement
impossible.

A tendency towards group feeling and co-operation within the
Conference has probably led the employers’ representatives of some
countries to oppose terms which might not have caused any serious
additional production expense to them, but might have that effect in
other countries. Behind such action lies the hope of reciprocal support.
The same tendency to group support and bargaining exists among the
workers’ representatives. The result of the whole process is compromise
under influence of the government representatives, sometimes on terms
little or no better than the existing situation in many Member States,
sometimes better than those in most or all Member States. To try to
describe fully and accurately the level reached would require an immense
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detailed investigation. Seldom or never have the terms of agreement
passed by the Conference majority (two-thirds) been pitched down to the
lowest range of those existing. But no guarantee of ratifications exists, of
course, and the process of ratification in many instances has made
difficult progress.

Certain other features of the agreements reached by the Conference
require consideration as part of the same subject. In the case of several
important Conventions a special standard lower than the main standard is
provided for countries which could not possibly reach the main standard. The
debates of the Conference show that this arrangement was made only with
reluctance. An instance of such special provisions is to be found in the Hours
of Work Convention of 1919, wherein a special regime different from the
general one of the Convention is specified for Japan and British India, and it
is furthermore provided that “The provisions of this Convention shall not
apply to China, Persia and Siam, but provisions limiting the hours of work in
these countries shall be considered at a future meeting of the General
Conference.” Special provisions of a similar character to that of the
illustration just given are to be found in the Conventions concerning the
employment of women during the night, the minimum age for admission of
children to industrial employment, the night work of young persons
employed in industry, and the minimum age for the admission of young
persons to employment as trimmers and stokers.

All the differences of regime specified in the Conventions up to the
present apply only as between certain countries of the Far East and the other
Member States. The general idea that all the other Member States must and
can prove themselves capable of having minimum conditions equal to those
of the Conventions has prevailed. Smaller differences were involved. Still,
the, attainment and enforcement of the general terms of these Conventions
will mean a different measure of change in different countries. A real
economic problem may he involved with the possibility of genuine economic
loss; it will be solved only if and as the countries with the relatively poor
conditions improve their productive effectiveness.

[..1 .

It is important to observe, however, that [...] it has often been found
necessary to avoid the insertion of precise and rigid terms on many points if
any real hope of ratification was to be entertained. On various points of the
matters covered by the Conventions, no precise standard is defined within
the Conventions. The method used is to provide that the conditions to be
established as regards the point in question are to be decided in accordance
with national legislation. This procedure was followed, for example, in the
matter of determining the rates of compensation for industrial accidents and
occupational diseases. This leaves the way open for States Members to ratify
the Convention, though the conditions established in some respects or parts
may differ from those maintained in other countries. It leaves these points to
be decided by each country. Or in other words, when this formula is used, the
States Members of the Conference virtually agree to disagree.
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Lastly, it should be observed that up to the present no attempt has been
made to secure international action dealing with wages. It has been tacitly
recognised that the differences between the productive effectiveness and
economic condition of the States Members, and the complexity of the
subject, make it impossible to formulate internationally any general level —
not even a low minimum. For these same reasons any future agreement
reached will have to be in very general terms and weak form; for example, a
recommendation to States Members to establish machinery to determine
minimum wages for the poorest paid occupations.

These have been the main methods by which, up to the present,
economic difficulties have been reckoned with in the effort to reach
international agreements, by which the attempt is being made to limit the
possible downward pressure of international competition without sacrificing
its advantages. To try to measure the success of this effort is beyond the scope
of this paper.

VIII

The preceding analysis does not lead to many clear-cut conclusions. But
a few tentative and general ones may be drawn.

(1) The conclusion of economic theory, that the main effect of
international competition is beneficial to all countries affected by it, is sound.
Its main constantly working effect is to increase the income of all countries
participating in it.

(2) The general doctrine does not give proper weight to certain effects of
international competition which may be destructive and serious. These arise
from the fact that the basic assumptions of economic theory do not always
correspond closely to some of the existing facts of economiclife. Many of those
industries which are most subject to international competition operate on an
immense scale, have great fixed plants, and employ up to hundreds of
thousands of workers who can find employment in other directions only with
difficulty and when the country is in a state of industrial activity or expansion.
Hence shifts in the competitive situation of different countries may produce
serious depression in labour conditions, particularly in the export industries,
below the standards supportable by the productivity of some or all of these
countries. These effects may be of considerable duration, and indirectly may
prove aserious set-back of the whole industrial situation within a country.

(3) Such agreements may be a means of securing important economic
gains for all concerned:

(a) They may prevent a depression of working conditions and industrial
disorganisation, especially in the export industries, from being produced by
temporary circumstances and fluctuations in one country.

(b) They may prevent such depression of standards resulting from the
fact that in one or several countries particular grades of labour are
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“sweated”, taking into account the level of industrial effectiveness within
these countries.

(c) They may prevent a drift of industry to those places where labour
conditions are poorest, at the cost of great readjustments in those countries
where they are better; they may lead to the establishment of certain
minimum required standards in the creation of future industrial
communities.

(4) On the other hand, such agreements may entail certain economic
losses:

(a) By hindering certain basic changes in the conditions of competition
between countries from working themselves out, they may produce higher
prices than would otherwise prevail.

(b) They may make it more difficult for countries where conditions are
poorest to advance industrially.

(c) The welfare of particular groups of workers and capitalists in
industries in particular countries may be adversely affected by the lack of
freedom to revise standards downwards so as to meet either temporary or
permanent changes in their competitive situation.

(5) The soundness of international labour legislation cannot be judged
solely by weighing the preceding possibilities of loss and gain. Some broader
considerations must also be taken into account:

(a) The fact that there often is a genuine possibility of increasing
industrial effectiveness within a country by determination, intelligence, and
common effort is a sound basis for the opinion that countries have a duty to
co-operate in international action in this field; it also is the basis for the
further opinion that a particularly serious duty rests on those countries where
conditions are unusually low to approach the more general standard.

(b) If in any country the product of industry is being shared out so that the
workers are not receiving in the way of income or conditions approximately as
large a part of the product as might be paid to them without doing injustice to
the other participants, and without reducing future production by
discouraging investment and business leadership, this tends to produce a
similar result in other countries because of its effect upon comparative costs.
Bargaining weakness may produce this result; international action might
overcome it without a shift in the competitive conditions.

(¢) The inability or unwillingness of some countries to improve labour
conditions may act as a drag upon the efforts at improvement in other
countries - as indicated in the preceding headings. This check can only be
temporary, but is, nevertheless, of consequence.

Certain further pertinent conclusions indicated in the preceding analysis
may also be summarised here.

(6) Substantial uniformity of labour conditions, even as a legal
minimum, is never to be expected. Nor is there any economic reason for
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believing that a condition of uniformity established by legislation will result
in the greatest total economic good for all countries concerned, or avoid, to
the greatest possible extent, economic misery.

(7) It is in the essential nature of the aims of the International Labour
Organisation that it will for ever be faced with intricate conflicts of interests
between workers and employers, and between different countries. It can do
little more than achieve a delicate and constantly renewed balance of these
interests on changing grounds, a reconciliation of them on the basis some
improvement of labour conditions wherever the economic circumstances
make improvement possible.

(8) Substantial and permanent progress towards the aims of the
International Labour Organisation must come through uniting workers and
employers in a common duty, in the determination to make improvement of
conditions possible by making industry more productive. Its work must be, in
that sense, primarily educational.





