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Career structures and training in
internal labour markets in Britain —
and comparisons with West Germany

by David Marsden

This article is based on initial results from a
study funded by the British Social Science
Research Council and the Commission of the
European Communities, Directorate Gen-
eral 5, and is parr ofaresearch programme on
training and internal labour markets con-
ducted at the London School of Economics
by David Marsden with generous help from
the Institute of Manpower Studies, and in
West Germany, by Dr Bernhard Keller ofthe
Instiner fiir Angewandte Wirsschafisfor-
schung, Tabingen.

Although he has received considerable
help and stimulation from his colleagues, and
from the staff of the six comparies who
generously gave up their time to provide
informarion, the author alone is responsible
for the views expressed in this article.

The ability of the labour market to adjust
1o changes in the structure of final demand
and tecenical change is of vital importance
to the adaptibility of West European
economies. In the past emphasis has been
placed upon labour market adjustments
which take place by movements of workers
between enterpriscs and between sectors,
moving from jobs where they are less
productive to those where they are more
productive, Despite the well documented
imperfections and rigidites of labour mar-
kets, a good deal of redeployment of the
labour force took place in this way in a
number of EEC countries during the 19508
and 1960s, but increasingly through the
1970s there have been fears that such flexi-
bility has been declining. A number of
reasons have been put forward ranging from
the effect of higher living standards which
may reduce the willingness of people to
underge such job changes for relatively
smaller increases in real income, throngh
rigidities in the housing market, to the effect
of increased measures of employment secur-
ity as a result of collective bargaining or of
recent changes in employment law. In a
mumber of European countries employers
have expressed considerable anxiety, par-
ticularly about the effect of changes in job
security provislons upon their ability to
respond to changing markets.

In so far as job security provisions are
effective, they undoubtedly increase the
cost to the employer of making people
redundant, and increase the costs of rec-
rultment as greater care has to be taken in
selecting new staff who may not be so easy
to dismiss. An equally important factor is
the increased cost to the worker of leaving a
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job when unemployment is high. This is
likely toincrease resistance tochanges which
might put current jebs in jeopardy and may
lead to a demand for higher severance pay-
ments, and for greater use of internal rede-
ployment of labour,

A great deal of emphasis has been placed
upon the possible increased rigidity in local,
regional or national labour markets, but
much less has been placed upon changes
which may occur within the enterprise. No
doubt it depends in many cases upon its
local labour market for the recruitment of
certain categories of skilled labour, but
much less attention has been given to the
amount of adaptive and other training
which takes place within the firm, and the
opportunities for redeployment to which
this gives rise. Some economists have come
to talk of the firm’s ‘internal labour market’
to tefer to the movements between jobs
which take place within firms.

In some sectors of industry, internal
labour markets have long played an impor-
tant role in company manpower manage-
ment, but the increased costs of recruitment
and of redundancy are likely to increase the
extent to which other sectors make use of
such flexibility for certain sections at least of
their labour force. Many of the collective
bargaining arrangements for dealing with
reductions in the fabour force, such as the
extension of codetermination rights for the
German works council under the 1972
Works Constitution Act, and the provisions
for consultation before redundancies under
the British Employment Protection Act of
1975, are also likely to exert similar pres-
Sures.

There are many important respects in
which internal labour markets are thought
to behave differently from the traditional
model of economic theory of the competi-
tive labour market, and it has been the aim
of this project to investigate some of these.
A second aim has been to highlight the limi-
tations of the stylised description of internal
labour markets sometimes used in explain-
ing such phenomena as labour market
‘segmentation’. A good deal of the argu-
ment of the latter is based upon the work by
Doeringer and Piore? whose empirical mat-
erial was drawn mostly from the United
States manufacturing industry where
seniority rules play a much greater part in
job allocation and lay-off than they do in
West European countries,

The first major difference compared with

competitive labour market theory lies in the
expected duration of the employment rela-
tionship for certain categories of employee.
This creates the conditions in which it is
possible for the employer to invest in the
training of staff, and in the development of
skills that are not readily available on the
local labour market. It also facilitates the
development of experience built up on the
job, and ¢reates the conditions in which
employees are ptrepared to invest in
developing such skills.

A second important difference, which
stems from the training side of internal
labour markets, is that a number of recruit-
ment decisions taken now will affect the
supply of labour for certain occupational
groups within the firm many years later.

A third major difference is that a com-
pany’s pay structure has to be geared not
just to attracting and retraining labour, asis
the case in the competitive model of the
labour market, but it has also to provide
adequate incentives within the company to
keep the flows of workers moving along
career streams adjusted to future supply
requirements. This can create difficult
problems when established pay differentials
in collective bargaining are out of line with
the pattern of incentives which might have
been preferred by management.

A fourth major difference lies in the
patterns of labour force adjustment to
changes in technology or in the product mar-
ket requirements as many of these take place
within the firm rather than by changes in
recruitment patterns from the local labour
market. Thisistosome extentimposed upon
the firm by the expectations on which
employees invest in non-transferable train-
ing. If career development expectations are
cheated too often they willcease tobe attrac-
tive and so cease to offer an acceptable
incentive forinvestment in non-transferable
trainingor experience, Thusemployers have
strong reasons to carry out a significant part
of their adjustment by redeployment of
present staff instead of firing and hiring.
tead of firing and hiring.

A fifth major difference lies in the poss-
ible effect of changes in the demand for
labour and the rate of increase of wages and
salaries. According to the competitive
theory of the labour market, a fall in the
demand for certain categories of labour, or
for labour in general, would lead to an
increase in unemployment, and the unemp-
loyed would compete more intensely for



existing job vacancies within a given oceu-
pation and so depress the wage rate. In a
world in which internal labour markets play
an impertant rote such competition would
only take effect at the points of recruitment
into the internal labour market so that the
effects would be confined to those
categoties. Similarly, in competitive labour
market theory, if a group of workers bids its
wage rate too high, ‘pricing itself out of 2
job', there should be a fall in demand for
that category, the size of the fall depending
upon the supply and demand elasticities.
With internal labour markets, the most
likely consequenice is that sales and thus
profits would take the burden, leading the
company to cui recruitment at the entry
points, so that one is in effect pricing
someone else out of a job, This may be an
important reason why high rates of inflation
can persist beside high rates of unemploy-
ment, and why the structure of unemploy-
ment has changed, hitting primarily the
young and disadvantaged groups.

This last point may be seen as a cost of
internal labour markets, bu against this one
may want to balance some of the benefits in
terms of the flexibility achieved within cer-
tain types of internal labour market.

Finally, internal labour markets repres-
ent the internalisation within the firm of
many allocation decisions that would
otherwise have been subject to the ‘hidden
hand’ of the external labour market. In
becoming subject to managerial decisions,
they also become much more subject to the
influence of collective bargaining and
worker participation. The influence of
seniority rules governing promotion, lay-off
and application by internal applicants for
vacancies within the enterprise, which fea-
ture strongly in the North American litera-
ture on internal labour markets, is a good
example. In recent years, however, we have
seen a big increase in the involvement of
Works Councils in West Germany (after the
1969 Vocational Training Actand the 1972
reform of the Works Constitution Act} in
questions of training and of internal redep-
loyment of labour. In Britain, too, the
growth of workplace collective bargaining
has also made big intoads into this area,
notably by productivity bargaining in
changing the definition of job boundaries
and thus the allocation of labour within the
enterprise.

The second aim of the research has been
to document some of the variety of internal
labour market structures to assess the valid-
ity of the sitylised model of ‘an internal
labour market® which has grown out of
perhaps excessive reliance upon the mater-
ial analysed by Doeringer and Piore.

In their book, Doetinger and Piore out-
line three different types of labour market
structure: enterprise markets, craft markets
and competitive markets, The first refers to
internal labour markets bounded by the
enterprise and in which non-transferable
training and seniority rules predominate.
The second refers to labour markets for
particular craft or skilled workers whose
qualification is sanctioned by an appren-

ticeship ot similar scheme which governs
access to the occupation. Skitls in such
occupations are transferable between
enterprises, and seniority rules play little
part.

In & later paper®, Piore argued that
(enterprise) internal labour markets could
be divided into two sections, a primary seg-
ment T and a primary segment II, the first
consisting of jobs, particularly managerial
and technical ones, in which general skills
were applied, and which therefore permit-
ted inter-firm mobility, and the second con-
sisting largely of jobs requiring on-the-job
training and providing little transferable
skifl.

A good deal of the literature on segmen-
tation treats the structure of internal labour
markets as relatively unproblematic, and as
consisting of a number of parallel job lad-
ders governed by seniority rules. Richard C
Edwards,* for example, offers little beyond
the ‘black box’ of the firm that he criticises
in neo-classical economic theory in stressing
that dualism in the labour market is a part of
dualism in the production process. In the
same volume, this impression is reinforced
by Katherine Stone’s study of the origin of
the internal labour market in the steel
industry, an industry which in a number of
countties is characterised by its closed
nature® and the presence of strong seniority
rules governing promotion among manual
process workers.

Much of the research into the nature and
effects of internal labour markets upon
wage structure and employment structure,
because of the limited nature of the statisti-
cal data available, has had to deduce the
presence of internal labour markets from
associations between variables such as
length of service (an indicater of experience
and on-the-job training) and carnings, or
length of service and establishment size,
and skill structure.®

As yet, little work appears to have been
done following the suggested examples of
possible different types of internal labour
market structure put forward by Derek
Robinson” in an article on internal labour
markets and local labour market wage
structures.

FThe methods used in the research
The principal method used in this project
has been that of company case studies, the
companies being drawn from both the pri-
vate and the public sectors. Interviews and
statistical material were obtained from six
companies.

Apart from the simple statistical anal-
yses, the methods used are fully described in
Bartholomew and Forbes,® notably the con-
struction of ‘camera diagrams’ for the
analysis of career streams from age distribu-
tions by grade.

Where suitable published statistics were
available, these were used to examine the
extent to which the case study companies
were representative of the broader sector to
which they belonged. Thus use has been
made of material from the population cen-
suses, the Department of Employment’s
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annual New Earnings Survey, and the Struc-
ture of Earnings Surveys organised by the
Statistical Office of the European Com-
munities.

Selection of the sectors and the
companies for the case studies
For what has been essentially an explorat-
ary project it was felt preferable to avoid
some of the sectors which have received
widest coverage in industrial relations
research, notably the different branches of
the engineering industry, and to concen-
trate instead on less well researched areas.
The second reason for the choice of sectors
was to select case studies where internal
labour markets were thought to be fairly
developed. It was therefore decided to con-
centrate on the services sector, and in par-
ticular on the financial sector, to gain insight
into internak labour markets in white collar
employment which were not necessarily
managetial, and on industrial companies
whose technology involved the employ-
ment of a large proportion of both workers
with less transferable process skills and
those with the more transferable mainte-
nance skills.

Because of the widespread presumption
in the literature that internal labour mar-
ketsare most developedinlarge companies,
all but one of the case studies related to
large companies. .

The case study resolts

The material coveredin the case studies was
intended neither as a representative sample
of the whole of the sectors covered, norasa
form of ‘crucial test’ designed to falsify a
particular theoretical proposition. Our pre-
sent knowledge of the functioning of inter-
nal labour markets, and the management
and economic problems that they pose, is as
yet too limited to develop much more than
highly schematic theories which do not cor-
respond at all closely to the experience of
companies. The purpose of the case studies
has been to bring out the variety of patterns
of internal labour market organisation in
different companies and to see how far
these can be explained in terms of some of
the current ideas on internal labour mar-
kets, but also 1o attempt to bring out some
of the problems invelved in the manage-
ment of internal labour markets, and of
their adjustment mechanisms. Clearly,
analysis of purely anecdotal cases would be
of little interest, but it is believed that the
problems brought out by the case studies
are sufficiently general to be of wider
importance.

Case studies in the services sector

The case study material on the services sec-
tor relates mostly 1o financial services, but
also to safety and security. The cases were
all typical of the general pattern shown by
services within the UK of steady and mostly
continugus employment growth over the
last two decades. The studies within the
financial sector also displayed a strong
growth in women’s employment, another

11




Manpower Studies No. 4 — Spring 1982

notable feature of the sector as a whole. A
distinguishing feature is that staff are dii-
ferentiated more by grade within the organ-
isation than by occupation, Accompanying
this is a tendency to enter at the bottom or
near the bottom of the grade system and to
move up through it to management posi-
tions rather than be recruited from outside.

The case study in banking

Retail banking in England is dominated by
the ‘Big Five’ clearing banks each of which
has a broadly similar pattern of staff grades,
and which bargain through the Federationof
London Clearing Bank Employers. How-
ever, even under domestic bargaining, the
agrecments reached in each bank with the
Banking, Insurance and Finance Union
(BIFU) and/or the Clearing Bank Union
{CBU) are very similar.

Recruitment into banking is mostly con-
fined to secondaty school leavers, with only
a very small proportion of university gradu-
ates, and is more or less confined to people
aged between 17 and 20.

Most employment in retail banking is in
the banks’ branch structure, and only a
small proportion of the labour force is
employed in the head office. In the clearing
bank studied, clerical staff constituted
about 84 per cent of total staff; supervisors
about 9 per cent; and managers about 7 per
cent.

Simple analysis of the percentage of staff
in each grade gives a misteading impression
of the working of the career system within
the clearing banks because no account is
taken of the different ages at which differ-
ent individuals reach particular grades. For
example, although managers represent only
7 per cent of all staff, or 15 per cent of men,
of men aged about 25 (the age after which
there is little staff turnover) about 50 per
cent will become managers at some point in
their careers, an¢ about 70 per cent will
reach at least the position of supervisor.

Analysis of the career structures within
the bank’s internal labour market, as with
the other case studies in the services sector,
was based on statistical information, mostly
age and length of service distributions of
staff by grade, and breakdowns of recruit-
ment and wastage. Age distributions may
be used to detect career streams within a
graded work force provided that points of
recruitment are limited in number, and pre-
ferably at the lowest age groups and grades.
Clearly, if all staff join an organisation
between 17 and 20, then different rates of
progression through the grade structure will
show up in the age distribution, particularly
if wastage is also confined to certain narrow
age ranges.®

Some of the findings relating to the career
streams are shown in figure 1.

The age-earnings and age-grade profiles
iliustrate clearly the incentives for emp-
loyees to invest in a career in the bank. The
‘high flyers’ in grade M5 and above have the
opportunity to move into the supervisory
grades in their middle to late twenties (vsu-
ally after passing their Institute of Bankers
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Figure1: AGE-EARNINGS AND AGE-GRADE PROFILES
OF MEN IN BANK
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exams) and to take over their first branchin
their middle thirties by which time they
overtake the top decile earnings for non-
manual men. But even those who are more
modest flyers may hope to reach the level of
manager by their early fifties and join the
top 10 per cent of non-manual men eamers.

To some extent the cost to the employer
of offering high salary prospects is balanced
by the lower salaries at the beginning of a
petson’s career, but it is also partly balanced
by the high proportion of young workers,
especially women who carty out many of
the routine counter tasks at low salaries
(compared with those at the end of a per-
son’s career but not necessarily with alter-
native opportunities on the local labour
market). This can be seen in the age struc-
ture of the whole of the organisation shown
in figure 2, a picture which is confirmed for
the whole sector by the results of the 1971
Population Census. Moreover, comparison
with the 1951 Population Census shows a
similar pattern for women’s employment in
banking.

An important element in the internal
labour market within banks appears to be
the degree of flexibility in job allocation,
and perhaps a little surprisingly in view of
much that has been written about internal
labour markets among manual workers, the
limited degree of task and training special-
isation within grades,

Such lack of specialisation would appear
to serve two functions within the bank’s
internal labour market. The first is to ensure
a great deal of flexibility between jobs,
which is probably necessary if the implicit

40 50 age 60

guarantee of long-term cmployment for
certain staff is to be feasible. The second is
that it prevents the development of ways of
thinking related to a particular specialisa-
tion rather than the branch or the bank as a
whole or the emergence of certain
categories of staff with a range of skills
which could be more easily transferred to
other organisations. Such might be the case
with computing skills.

One of the most important points to
observe in the banking example is the
exteat to which flexibility within the organ-
isation’s internal labour market is used as a
substitute for the kind of flexibility that
could be sought from use of local labour
markets. The bank has achieved a great deal
of flexibility in task allocation and in train-
ing but at the expense of offering a ‘quid pro
quo’ of stable employment and good pros-
pects within the firm to staff who-decide to
stay. In deciding to stay, such staff are agre-
eing to invest their time in the development
of skills which do not have much of & market
outside banking.

A second important point to emerge dur-
ing the bank case study was the potential
open to a large organisation with points of

recruitment in many local labour marketsto

use slacker local labour markets as a source
for people who can only be recruited with
difficulty in much tighter ones,

Other organisations

The ‘Big Five’ clearing banks may be almost
unigue in their geographical spread and
their branch structure, and other companies
visited in the financial sector displayed a



Figure 2; Age Distributions of Employeas in Banking
Banking and Bill Discounting. Census of Population. England and Wales.
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number of differences, but also a number of
similarities.

One of the other case studies involved an
organisation engaged in & similar kind of
activity, also providing services through a
branch structure, but organised on a reg-
jonal basis and being much smaller, Tt was of
some interest therefore to see how far size
alone was a major factor in the type of
internal labour market structure developed
by the bank. Analysis of the age and grade
distributions showed that the small organ-
isation had a similar career system and simi-
lar type of pay structure. Moreover, it, too,
undertook most of its own training using a
mixture of training in residential colleges
and supervision on the job. Labour tur-
nover also displayed a similar pattern with
about 80 per cent of men leavers (excluding
retirements) leaving under the age of 25.

The existence of a similar pattern of
organisation in a much smallet company,
although not definitive proof, does provide
a strong indication that size is not the only
factor behind the highly developed internal
labour tarkets in the clearing banks.
Nevertheless it might still be argued that if
enoizgh of total employment in a given sec-
tor were dominated by large scale internal

™ T ot 1 1
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labour markets, then smaller companies
would be forced to organise themselves on
similar lines because of the scarcity of the
desired skills in their local labour markets.
However, despite the dominant position of
large organisations in the British financial
sector, in 1974 enterprises with between 10
and 5,000 employees accounted for 48.3
per cent of all employees in banking, and
46.8 per cent in insurance.'

How far size is a sufficient condition for
the development of internal labour markets
is brought into doubt by the other two case
studies in the services sector. The first of
these was also in the financial sector involv-
ing a large organisation, but with a much
less extensive branch structure than that of
the clearing banks, although considerable
use is also made of High Street offices.

In this organisation the most highly
developed career structure was to be found
in the head office in London, and careers in
the regional and local branches were con-
sideraly less developed. Moreover, there
appeared to be little tendency for careers in
the branch structute to be linked with those
in the bead office, movements between the
two being of a somewhat limited nature.
One possible reason for this difference
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compared with the clearing bank is that the
nature and scope of the service provided to
the public through the branches and their
support organisation are more heavily
determined by head office.

Finally, an important aspect of the inter-
nal labour markets in the organisations in
the financial sector (but to a much smaller
extent in the third just described) was the
position of women. While the organisations
all recruited a large number of both young
men and womnen, many of whom left before
the age of 25, the position was much more
extreme for women. The organisations
were highly dependent upon young wor-
kers, particularly young women, for the
bulk of their routine clerical work and cus-
tomer service. The extent of this is indicated
in the age distributions of staff in the case
study organisations, but also those for the
sector as a whole as shown in the Population
Censuses and the Eurostat survey (SEDBI
1974). In all three case studies it is hard to
sec how the branch structures could provide
the career opportunities they do without a
high proportion of staff leaving before the
careers begin to operate fully.

The fourth case study in the services sec-
tor involved a rather different type of
labour force, the majority of staff being
industrial as opposed to office staff, and the
proportion of women being very much
smaller. In this case, the head office
provided services of a managerial and tech-
nical nature to its other locations where ser-
vices were provided directly to the public
and other organisations. The main activities
at these locations involved safety work,
which was fairly specialised, maintenance
and similar activities employing mainly
craftsmen, and general services.

Of the industrial staff, only those engaged
in safety work showed any kind of internal
labour market — there being a strong ten-
dency for length of service to increase with
grade, and litle indication of direct rec-
ruitment into the higher grades. Among
craftsmen, the position was very different
with about a third having less than three
years’ service. Analysis of the age distribu-
tions indicated that this was not to be exp-
lained by the presence of a large number of
young workers. The main factor would
seem to be the transferability of the type of
skill they have, However, also of interest
was the proportion of craftsmen with mote
than 13 years’ service, 14 per cent in the
largest location, which suggests transfera-
bility is not the only factor at work.

The third group, the largest, contained a
wide range of types of skill, but displayed
few of the indicators of an internal labout
market. Median age did not vary systemati-
cally with job level, nor did length of service
(median length of service for the whole
group at the largest location being less than
four years), The group’s earnings pattern
revealed much of the nature of their work.
Earmnings were high compared with the
average for manual men but a large compo-
nent of gross earnings was made up by over-
time, shift pay and other allowances (about
one-third of gross earnings). This pattern of
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high pay and high turnover appears to have
been related 10 the unsocial hours worked,
suggesting that many were motivated by the
possibility of a short period of discomfort
with high earnings in order to meet some
particular domestic financial objective.

An interesting feature of the internal
labour market for managerial and office
staff, as compared with the enterprises in
the financial sector, is that it provided evi-
dence of a greater degree of openness as
staff were recruited directly from owside
even into the top posts. However, even in
this case the amount of external as opposed
to internal recruitment for such posts was
limited.

Some statistical comparisons with
banking and insurance in West
Germany

Comparisons with the financiat sector in
Wesi Germany are of considerable interest
because of the extent to which the system of
apprenticeships for white collar jobs in
banking and other services creates a form of
qualification which can be transferred from
one enterprise to another. This is in strong
contrast to the in-house training in the Brit-
ish financial sector for all but the profes-
sional level sach as for the Institute of Ban-
kers examinations, or the accountancy or
actuarial examinations.

The results of the Eurostat survey of the
structure of earnings in distribution, bank-
ing and insurance,! particularly as concerns
age and length of service distributions,
provides an invaluable opportunity for
some comparison between Britain and
West Germany.

Figure 3 shows the camera, or career
progression, diagrams for both banking and
insurance in the UK and West Germany.
The British age distributions appear to indi-
cate a greater concentration of young staff
in the lowest grades, fanning out as they
grow older suggesting a stronger tendency
for both sectors in Britain to recruit young
people into certain fixed grades and to train
them up. Further evidence in favour of gre-
ater reliance upon internal labour markets
in British banking and insurance comes
from the length of service distributions by
grade which also show that thete is little
direct recruitment into the higher occupa-
tional grades as compared with West Ger-
many, However, it should be observed that
in both countries there is also strong evi-
dence of career progression within organ-
isations,

One would expect the existence of an
apprenticeship system for training bank and
insurance clerical staff to lead to a more
limited development of internal labour
markets in these sectors in West Germany.
But the results of the Eurostat survey of the
structure of earnings in these sectors in
1974 (SEDBI 1974) show also that there
are big differences between the sectors in
the two countries in the size distribution of
enterprises. In the UK over 50 per cent of
all employees both in banking and insur-
ance were in enterprises with over 5,000
employees, compared with about 28 per

14

cent in West Germany in banking and 16
pet cent in insurance.

As much of the literature has stressed the
importance of enterprise size in determin-
ing whether companies develop internal
lahour markets, it could be argued that the
difference between Britain and Germany is
to be explained more by the differences in
size of companies in these sectors than by
differences in training institutions.
However, the findings emerging from the
smaller company of the case studies suggest
that if economies of scale in organising
one’s own training are important they
nevertheless operate for medium sized
companies also. Thus, insofar as the smaller
company was representative, size is not the
only factor, and the role of different types of
training arrangements should be taken seri-
ously as a factor influencing the develop-
ment and structure of internal labour mar-
kets.

Internal labour markets in
industries with a process
technology

Industries with a process technology were
looked at because they were thought more
likely to have fairly developed internal
labour markets than most engineering
industries on account of the type of skill
prevalent among the labour force.

In Britain they present the added interest
that while process skills may be closely tied
to the company, maintenance skills, which
are largely regulated by apprenticeship
provisions, are not. As a result, one might
expect tensions to develop within the inter-
nal labour market between the manage-
mentof job progression within the company
and the need to retain those workers with
transferable skills and attractive job oppor-
funities in other organisations.

A third area of interest, again in relation
to Britain, lies in the much greater extent of
collective bargaining over job structures
and career progression among manual wor-
kers.

By far the most detailed data were
obtained for the coal industry from the
National Coal Board.

Detailed statistics on job changes within
mining over a one-year period were anal-
ysed and these confirmed the initial picture
of an internal labour market which had two
distinet sub-systems, one of workers
engaged in mining activities proper and one
engaged largely in maintenance activities.
The latter sub-system has grown a great
deal over the period of mechanisation and
currently craftsmen represent about one-
third of the skilled workers engaged in coal
mining. The data on job changes also con-
firmed that movement between the two
sub-systems was extremely limited.

The two sub-systems, shown in simplified
form in figure 4, both rely heavily but not
exclusively upon recruitment of school
leavers who begin working in surface jobs
where they obtain initial training in safety
before moving to jobs below ground. For

future faceworkers, a series of jobs bas to be
gone through below ground, plus 100 days
basic training and 40 days improvership, as
they progress towards the highet earning
coal face jobs. Apari from the technical side
of training there is also an extremely impor-
tant element of getting a feel for the nature
of the material that is being mined, and of
learning to Tead the danger signs when cut-
ting must be stopped. Further promotion is
possible to the grade of deputy (a supervisor
with special responsibility for safety) and
above. This will be dealt with later.

On the craft side, school leavers will enter
as apprentices, but obtain in addition to
their technical training, the essential safety
training required for working underground.
The technical component of the craftsman’s
training {usually about a four-year appren-
ticeship) is of & highly transferable nature,
although the safety training of course is not.
A number of craftsmen are recruited from
outside, although they then require about
seven weeks familiarisation training. As
with face workers, further promotion is
possible into craft supervisory grades, and
although. these flows are fairly small in
themselves, about 60 per cent ot those pro-
moted into the craft supervisory grades had
been directly promoted from jobs as fitters,
electricians or other craft jobs.

This dual structuze in the mining industry
has given rise to difficult problems of pay
structure andfor training policy. In coal
mining, collective bargaining for manual
workers is carried out by the National
Union of Mineworkers in which face wor-
kers siill have a dominant position, which
continues to be reflected in the structure of
basic rates of pay, as is shown in Table 1.

Table 1 — National standard weekly rates
for selected occupational grades in coal min-
ing applicable from February 1979.

Underground workers Surface wor-
kers

Ul 7895 1A 7250 St 6650

U2 7125 1B 67.10 82 60.10

U3 6835 2 6480 83 5890

U1 Operating equipment on power loaded
face etc.

{2 Roadway, salvage, fire prevention work
U3 Transporting supplies to face

1A Fitters, electricians, blacksmiths,
masons/bricklayers, etc.

1B Ropemen, bricklayers, etc.

2 Maintenance men (mechanical
appliances) electricians’ helps, ete.

$1 Winding enginemen.

$2 Articulated vehicle drivers.

§3 Tanker drivers (16 tons), locomotive
drivers, coal preparation plant, etc.
Source: Department of Employment, Time
Rates and Hours of Work.

Faced with the higher rates of wastage, or
more particularly greater variation in was-
tage ratcs among craftsmen over the
economic cycle, shown in figure 5 (volun-
tary wastage ftor selected occupational
groups), the National Coal Board might



have wished to seek an alteration in basic
rates of pay to reflect the stronger position
of craftsmen on their local labour market,
but this would have upset the established
pattern of differentials in the basic rates,
and particularly the dominant position of
face workers within the union.

Two strategics have been adopted to
resolve these pressures, the first being to
build a greater element of supplementary
payments into craftsmen’s earnings and the
second to ensure an adequate stock of craft-
smen by increasing the volume of flows into
craft jobs. The first of these is shown in data
from the Department of Employment’s
New Egrnings Survey in Table 2. Here gross
weekly earnings of craftsmen and face

Table 2 — Gross weekly earnings of selected

fons in coal ing. Full-time men
aged 21 and over, pay not affected by
absence. April.

Sample No.
Craftsmen 1977 1978 1979 1979
Q10 69.6 . 79.5 96.3
Median 928 1144 136.9 145
Q%0 123.5 1560 1858
Face trained miners
Qlo 687 80.4 92.9
Median 78.9 103.7 121.3 461
Q90 1106 1470 1699

Source: Department of Employment. New
Earnings Survey.

Figure 3; Movements through occupations with age in
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Figure 4; Main Features of the Structure of the Internal Labour Market
in Coal Mining
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Figure 6; Age Distributions for Selected Occupations in
Coal Mining and Quarrying ; 1951, 1961 & 1971.

Source : Census of Population (Males) England & Wales

Figure 7; Age distributions by occupation in two industries
with a process technology (Males) .
Source: Census of Population (England & Wales) 1961471
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trained miners are comparad between 1977
and 1979,

The New Earnings Survey does not publ-
ish data on hours of work for these analyses,
but dividing average weekly earnings by
average hourly carnings may give some
indication. This shows that while face
trained miners worked on average 40.5
hours a week in April 1979, craftsmen
worked 45.5 hours. Thus the greater
amount of overtime working by craftsmen
was used to make up the difference.

The second strategy has been to adopt &
policy of craft training designed to balance
losses duc to wastage. This shows in the
difference between the age distributions of
craft and process workers in Figure 6. Part
of the difference may be explained by the
growth in the proportion of workers in craft
jobs, but one has to remember that this ook
place against a background of steep decline
in employment in coal mining.

More recently attempts have been made
to improve the attractiveness to craftsmen
of work in coal mining by extending the
career structure upwards with improved
possibilities of advancement into engineer-
ing and colliery management posts.

An important complicating factor within
the sub-system leading to jobs on the coal
face has been the sensitivity of the flows of
workers into and out of coal face jobs to
changes in relative carnings. Some of the
movements back from the coal face occur as
people find the work too strenuous after a
certain age, or become injured, but short
term variations in this pattern appear to be
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caused by changes in relative earnings pos-
sibilities. This problem can arise from the
complexity of payment systems where addi-
tional payments due to allowances, over-
time and incentive payments can add from
50 to 90 per cent to basic earnings.”®

Although forming the top of the mining
and craft subsystems, supervisory staff con-
stitute to some eXtent a separate sub-system
of their own. Before the major technical
changes of the late 1950s and 1960s, during
which time coal mining moved from being
just aver 20 per cent to over 90 per cent
mechanised, deputies used to be recruited
from among those faceworkers in their late
thirties and early forties who were coming
to the end of their time on the coal face (for
reasons of age or injury). The effective pay
differential facing such workers was that
between deputy (supervisor) and less
strenuous jobs back from the coal face, and
as a tesult it was common for the gross
earnings of deputies to be lower than those
of face workers, and indeed even today
there is a good deal of overlap between
earnings levels of deputies and faceworkers
(New Earnings Survey).

This system was greatly disturbed by the
process of mechanisation which made
facework less arduous, and thus made it
possible for people to stay on the coal face
until a later age. This had led to a drop in the
supply of people coming forward for deputy
positions. [n this case, too, the response has
been to create additional career paths pas-
sing through the grade. Faceworkers who
become deputies in their forties are not

likely to progress a great deal further into
management, butin recent years the Mining
Craft Apprenticeship Scheme was estab-
lished with the aim of getting an accelerated
stream of younger workers into deputy jobs
ii1 their middle twenties after a short period
of facework. .

The reason for the dual structure of the
internal labour market in coal mining is
partly connected with the technical aspects
of training as maintenance skills are applic-
able in many different industries, but
equally, and perhaps more important, is the
link through the apprenticeship system with
trade union structure. While it is true that
the National Union of Mineworkers
provides one of Britain’s best examples of
an industrial union and bargains on behalf
of both miners and craftsmen, the latter owe
their identity to union structure in other
sectors of the economy, notably engineer-
ing and construction. It is in these industries
that the demarcation of craft jobs is largely
established, and thisiscarried overinte min-
ing, where there is a similar demarcation
between craft maintenance jobs and mining
activities proper.

In another case study in an industry using
a continuous process technology, the same
cleavage between craft and process jobs can
be found with the same differences in the
pattern of labour turnover, and indeed 2
similar difference in the age distributions
between, for example, electricians and
process workers. The age distribution for
the skilled process workers rises atleast into
the workers’ forties, in this and another pro-
cess industry shown in figure 7, indicating
the extensive use of promotion from within
the industry. One can contrast this with the
high proportion of younger workers clas-



sified as skilled electrigians, entry to which
occupation is obtained by apprenticeship.

Both these case studies, in common with
that in the services which involved a consid-
erable manual labour force, show a marked
cleavage between the organisation of the
internal labour market up to supervisory
level, and that above. This appears to be
due to the greater degrec to which manager-
ial prerogative holds sway for the higher
levels of the organisation.

Comparisons with West Germany are
less easy than for banking and insurance
where Eurostat’s SEDBI provided a use-
ful guide, However, some of the findings
of a study of pay structure in EEC countries
and its determinants by the present author
in collaboration with Christopher
Saunders' may cast some general light. Tn
both Britain and Germany, there is adegree
of overlap between the manual and the
non-manual pay hierarchies which is not
found in éither France or Ttaly. This sug-
gests that the hierarchy of manual skills,
culminating in the level of foreman, has a
greater degree of independence of the white
collar hierarchy than in France and Italy. In
both Britain and Germany this can be attri-
buted partly to the importance of appren-
ticeship training for manual skills.

Conclusions

The case studies in this project broadly
suppott the view that the distinction bet-
ween transferable and non-transferable
skills is an important one for the unders-
tanding of the functioning and structure of
internal labour markets. But some qualifi-
cation is necessary, particularly in view of
the difference noted between British and
West German banks on the transferability
of training and the openness of the bank’s
internal labour markets in West Germany,

compared with the importance of in-.

company training and closed internal
labour markets in Britain. An important
factor explaining the difference between
internal labour markets in banking in the
two countries would seem to lie in the exis-
tence of white collar apprenticeships, sug-
gesting that vocational training institutions
can play at least as big a part in the
development of internal labour markets as
technology.

A second observation occasioned by the
case studies concerns the nature of non-
transferable skills. Skill categories are often
discussed in the context of internal and local
labour matkets as though there were a
single skill which corresponded to each
separate category, Looked at in this light,
the role of non-transferable skills in the
development of internal labour markets
appears often somewhat unconvincing, It is
perhaps more appropriate to think of any
particular skill category as consisting of a set
of skills related to the full range of different
tasks that a person in that category can be
expected by their employer to carry out.
Thus although any one of the tasks taken
individually might be required in a range of
companies, and thus the particular skill
involved be transferable, it is often the

combination or package into which the
individual task-related skills are grouped
which is less transferable. In the case of an
apprenticeship, be it blue collar or white
collar, the employee is certified as being
able to carry out a particular range of tasks,
and it is up to the employer to design his
jobs to make full use of this range.

On the other hand, an employer wha
relies on his own company-based training
has greater freedom in deciding the way in
which jobs are designed and the appropri-
ate grouping of skills for any given category
of empleyee. This is no doubt one factor
behind the great flexibility of job allocation
feund in the British bank study, butgivesrise
to non-transferable packages of skills.

This leads to the third observation, con-
cerning the role of collective bargaining in
structuring internal labour markets. In the
example of the coal industry and the other
process industry, it was suggested the dual
career structures for craft and process wor-
kers gave rise to a number of problems of
labour turnover among craft workers. One
strategy open to the employer would have
been to redesign jobs in such a way that
craft and process skills were merged, or at
least that craft jobs in maintenance gave rise
to packages of skills that were less transter-
able. However, this would have come into
conflict with established craft patterns
which are sanctified by union structure,

The fourth conclusion is that collective
bargaining plays a bigger role in governing
internal labour market structures for man-
nal than for non-manual workers, Despite
the importance of collective bargaining
over pay and conditions for a large part of
the labour foree in the financial sector, much
more limited inroads have been made by
collective bargaining over work allocation
and jobs. Thus for thesc groups, internal
labour markets are more likely to reflect
managerial strategies, although one has to
recognise the considerable informal pres-
sures by which staff are likely to oppose
any changes which jeopardise their career
expectations once a particular structute isin
place. This would appear to be the main
reason why in Britain the internal labour
markets for white collar and managerial
staff are more homogeneous than those for
manval workers.
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The manpower perspective
on company employment:
an opportunity revisited

by Malcolm Bennison

Although the late 1960s marked the begin-

ning of manpower analysis, and although .

the Manpower Society had been formed
and operational research departments were
busying themselves building manpower
models, and even IMS was created, in terms
of perspective, manpower issues in the
majority of organisations were close to the
vanishing point.

Then, employing organisations’ main
problems concerned getting enough
recruits 1o meet expansion plans. These
manpower problems were frustrating and
irritating, but nothing like so deep, so
intractable and depressing as dealing with
manpower problems in today’s climate of
cutback and redundancy.

However, the hammerings that organisa-
tiqns have taken over the last ten years have
had a major effect, and I believe for the first
time that there is a real appreciation of the
need to examine manpower issues with
much more urgency and in greater depth.
Now, the consideration of manpower issues
in the organisation isin the foreground of the
organisation perspective.

My evidence is subjective, not accurately
sampled and probably highby selective, but
nevertheless overwhelming. To take one
example, in the depths of recession, when
companies and other organisations are cut-
ting back in every possible way, training is
one of the first things to feel the pressure.
Qver the last five years, demand for IMS
courses has tended to follow the economic
cycle. From 1976 to 1978 the attendance
rate on our courses grew, as did the prosper-
ity of organisations, measured in this case by
the number of unfilled vacancies in the coun-
try. 1979, 1980 showed a rapid falling off of
the level of attendance on courses, and we

would have expected, following the same
trendin the number of unfilled vacancies, for
the situation in 1981 to have been even
lower. Yet, there has been the highest level
of attendance ever on manpower courses. I
think that this indicates that organisations
are becoming all too aware of the impot-
tance of manpower issues. :

The Opportunity

Now there exists an opportunity to be
capitalised on once again. I say ‘again’,

" because the opportunity was there in the

1960s, when the attention of Chief Execu-
tives was ongnanpower planning, and how it
might help overcome the shortages of per-
sonnel then constraining expansion plans.
Butsomehow or other, we lost the opportun-
ity to influence organisations,

‘We built mathematical manpawer plan-
ning models. What was an aid, a technique to
help understand, evaluate and possibly solve
somme of the manpower problems, became
first of all the centre of attention, and then at
least the objective, if not the godhead, of
manpower planning. Our language became
full of words like markov and renewal pro-
cesses. Statistical formulae were the subjects
of discussion, not the manpower problems.
One sophisticated enthusiast was overheard
to say during the teabreak at a Manpower
monthly meeting that the resultsof the run of
the model were due te the disaggregation of
stochastic processes. The group of initiates
argund him stood agog, wide eyed and suit-
ably impressed, but the Chief Executive
walked away and tumed to the pressing
problems of sanctioning capital expendi-
ture, muttering ‘manpower mambo jumbo’,

Not only did we lose sight of the objective,

1
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