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The employment relationship is generally conceived of as a creature of contract.
Although employment regulation takes different forms in different countries, a contract
of employment is at the core of all models.1 The employment contract is referred to as
the ‘bedrock’ legal institution for the regulation of waged work, or as ‘the corner-stone
of the edifice of labour laws’.2 The contract of employment is often depicted as
providing the core conceptual features that define access to and the content of the
various legal regimes that regulate labour and employment.3
At the same time, the contractual regulation of work is often criticized. One of
the most important critiques of regulating employment through a contractual frame is
that it hides from view the inequality of bargaining power that exists between employers
and employees. The argument of this paper is that a contractual framework obscures
more than the inequality of bargaining power between the parties – it also obscures the
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The regulation of labour and employment takes different forms in different countries and jurisdictions.
These differences, as outlined by Mark Freedland, tend to turn on the degree to which the employment
relationship is statutorily regulated, and the degree to which that statutory regime takes up the central role
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proprietary basis of the exchange. The employment contract is a legal mechanism
designed to transfer wages and rights of control over workers’ capacity to labour.
Conceived of in this way, the employment relationship is fundamentally a contest for
control over property (labour power) waged through contract. For this reason, analysing
the property parameters of the employment relationship opens up another window for
examining the strengths and weaknesses of regulating employment through contract.
As has long been recognized, the contract of employment depends on the
commodification of labour power. And notwithstanding debates amongst political
theorists and trade union activists about whether individuals should be viewed selfowners, and whether it is possible to sell one’s capabilities without selling one’s self,
the law does treat labour power as a commodity.4 There has been little research on the
ways in which the law does so, however, for the simple reason that self-ownership of
one’s laboring capacities is often taken as fact, as the starting premise for analysis, and
treated as a necessary pre-condition for individual self-realization through contract.5
Moreover, proprietary and contractual forms of regulating work are often presented as
diametrically opposed: a proprietary method of labour regulation creates a relationship
of slavery, in which the worker has no sovereignty over the self and cannot leave the
relationship.6 By contrast, contract is presented as an institution of choice, in which the
worker chooses to enter and retains the capacity to exit.
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cf John Locke, The Second Treatise of Government, ch.5 (first published 1689)
<http://history.hanover.edu/texts/Locke/J-L2-001.html> accessed 1 January 2015; cf Karl Marx, Capital,
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Carole Pateman, The Sexual Contract (Stanford UP 1988) at chapter 1; cf Paul O’Higgins, ‘Labour is Not
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But an analysis of labour power as property, and its relationship to contract,
emphasizes that both contract and property are enmeshed in the legal regulation of
waged employment. Examining the ways in which the courts have given shape to
individual’s proprietary rights over their labour power, and set the terms for its
exchange, demonstrates that the limitations on employers rights of control are not
inherent to the contractual form. Instead, they often depend on wider social processes,
such as production methods, collective bargaining, and statutory regulation. Examining
proprietary rights over labour power provides another window onto the malleability of
the contractual form, and the degree to which political choices are made by courts and
legislators in determining the terms of the employment relationship.
This paper will investigate the relationship between labour power as property and
contract in the regulation of employment. I will begin by outlining the background role
property plays in normative arguments over the value of regulating work through
contract, before laying out the more overt property-based claims that are made in
regards to employment. I will then turn to examining the employment relationship as the
sale, or more specifically, lease of labour power. To do so I will discuss the historical
evolution of contractual limitations on employers’ rights of control over the 20th
century, and the ways in which these limitations are now fraying. In particular, I will
describe the development of the managerial prerogative from a property to a contractbased interest, and the ways in which concepts of working-time have theoretically
operated to separate in law the commodification of labour power from the
commodification of self. Finally, I will conclude by examining the ways in which these
limiting mechanisms are beginning to disappear, as collective bargaining protections
dissipate and the statutory protections are rolled back. The result is, amongst other
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things, the expansion of employers’ proprietary rights of control over workers labour
power. To flesh out these arguments I will draw primarily from Canadian and English
common law principles and legal history, but the analysis conceptually should hold
across much of the common law world.!
I.

The Legal Content of the Employment Contract

In legal terms, the contract of employment at common law is usually explained as a
bilateral negotiated exchange between two parties equal in law, who determine mutually
beneficial terms and conditions for organizing their relationship. It is thought of as an
open-ended relationship of ongoing duration, in the sense that while some basic
elements of the relationship will be set a priori, many are likely to shift over time.7
Mark Freedland describes it as a single continuing contract, which is often explained as
relational.8 The open-ended nature of the relationship is managed through the concept of
the managerial prerogative, which allows the employer to direct and allocate work, and
to adjust job tasks and schedules.9 As part of employers’ right to make decisions about
the organization of their businesses, the managerial prerogative carves out a zone of
unilateral employer action in which they may make changes to those terms of the
employment contract that are not fundamental.10 Within that zone of unilateral employer
decision-making, employers have an exclusive right of control over the direction of
work, which is given effect in law through a series of implied contractual duties that the
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employee owes the employer, such as the duties of obedience, loyalty, fidelity, good
faith and confidence.11
The implied duties impose a series of obligations on employees, the breach of which
gives rise to dismissal for cause.12 Employees must obey all lawful orders given to them
by their employers by virtue of the duty of obedience.13 The duties of loyalty, fidelity
and confidence stipulate that employees may not engage in competitive business with
their employers during the life of their employment contract, may not make a secret
profit from their employment duties, and may not divulge any confidential information
or trade secrets imparted to them while on the job.14 Violation of these duties provides
cause for dismissal, and in some cases, entitles the employer to an injunctions and/or
damages. The primary implied duty that employers hold under Canadian law is the duty
to provide reasonable notice of termination, absent cause for dismissal. Employees are
said not to contract for their jobs, but rather for the right not to be dismissed without
cause or reasonable notice.15 For this reason, the primary claim available to employees
dismissed without cause is a wrongful dismissal claim for reasonable notice damages.
The wrongful dismissal claim is framed around what Freedland calls the
wrongfulness/damages nexus, in which the only wrong from dismissal is the failure to
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cf Innis Christie, Geoffrey England and Brent Cotter, Employment Law in Canada (Butterworths 1993)
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12
In Canada, Justice Schroeder’s comment in dissent in Regina v Arthurs, Ex Parte Port Arthur
Shipbuilding Co (1967) 2 OR 49 (CA) (Arthurs) is often quoted as the standard expression of cause for
dismissal. If an employee has been guilty of serious misconduct, habitual neglect of duty, incompetence
or conduct incompatible with his duties, or prejudicial to the employer's business, or if he has been guilty
of wilful disobedience to the employer's orders in a matter of substance, the law recognizes the
employer's right summarily to dismiss the delinquent employee. The Supreme Court adopted a
proportionatlity analysis in McKinley v. BC Tel, 2001 SCC 38 which examines whether the misconduct
raises to a level such that it gives rise to a breakdown in the relationship.
13
Pearce v Foster et al (1886) 17 QBD 536 (Eng); Spain v Arnott (1817) 2 Stark 256 (Eng); Callo v
Brouncker (1831) 4 C & P 518 (Eng); Markey v Port Weller Dry Docks Ltd (1974) OJ 1914 (Ontario)
(Markey); McKinley v BC Tel 2001 SCC 38 (Canada) (McKinley).
14
Robb v Green (1895) 2 QB 315 (Eng CA); Merryweather v Moore [1892] M 876 ( Eng Ch Div)
[Merryweather]; Geoffrey England, Individual Employment Law in Canada (Irwin Law Inc 2008) 56-82.
15
Bardal v Globe & Mail Ltd (1960) OJ No149, 24 DLR (2d) 140.

6

Political Economy and Law: A Handbook

provide reasonable notice of termination, and the only losses relate to the wages and
contractual benefits that would have accrued over the reasonable notice period.16 In
Canada reasonable notice is determined by a series of judicially crafted factors, which in
theory it seeks to put the worker in the position they would have been if the contract had
been performed, and thus provide wages and contractual benefits over the length of time
reasonably necessary to find alternative employment.17 The entitlement to reasonable
notice of dismissal, absent cause, is the primary common law mechanism for protecting
workers against the economic and social dislocation of dismissal.18
II.

Employment as Contract: Its Normative Value, Content and Role

a. Freedom or Subordination?
For some, the contractual principles described above allow the parties the individual
freedom necessary to make the choices that best suit their personal and production
needs. Others view employment’s contractual form as less benign. For those critical of
the contractual regulation of work, a significant amount of commentary proceeds from
the idea that the description of waged work as a contractual relationship between two
equal parties is either incomplete, and/or intentionally obfuscates the structural
inequality of the relationship.
From one perspective the employment contract is viewed as an institution of
individual freedom. Although most economic and legal analysis does not directly deal
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with questions of property in employment, it has been a central issue for political
theorists. Social contract theorists, starting with Locke, argue that individuals own their
physical capacities, that is, that labour power is a form of property. ‘Every man has a
property in his own person,’ Locke tells us. ‘This no body has any right to but himself.
The labour of his body, and the work of his hands, we may say, are properly his.’19 This
notion of self-ownership had profound political significance over the 17th, 18th and
19th centuries. As Macpherson and Steinfeld have argued, property in the person
upended traditional notions of citizenship in which political rights were distributed only
on the basis of land ownership. As self-owners, everyone holds sufficient property to be
entitled to political rights. Moreover, in contrast with the pre-20th C status-based
system, in which one’s socioeconomic and legal rights were based on social status, once
individuals are viewed as self-owners holding a property interest in their own labour,
the choice to enter into an employment relationship and the terms of that relationship’s
operation can be cast as the product of individual choice. Employer and employee are
thus viewed as approaching each other as legal equals, because they each hold property
that the other wishes to acquire – labour power and wages. Thus if a proprietary form of
employment regulation constitutes slavery, the contract of employment is an institution
of individual freedom.
Others, however, are more critical of the contractual regulation of work. One
strain of argument focuses on the degree to which a contractual form intentionally
obscures the social and economic power differential between employers and employees.
From this perspective, conceiving of employment as a contractual relationship serves to
legitimize an inherently unequal exchange. While the parties to the employment
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contract are theoretically equal in law, that very same legal equality, according to Otto
Kahn-Freund, serves to mask the economic disparity between the parties that skews the
bargaining process.20 With trademark eloquence Kahn-Freund argues that:
[T]he relation between an employer and an isolated employee or worker is
typically a relation between a bearer of power and one who is not a bearer of
power. In its inception it is an act of submission, in its operation it is a condition
of subordination, however much the submission and the subordination may be
concealed by that indispensable figment of the legal mind known as the ‘contract
of employment’.21
Similarly Lord Wedderburn argues that the contractual model that ‘emphasises
the personal and voluntary exchange of freely bargained promises between two parties
equally protected by the civil law alone […] is of course suffused with an individualism
which necessarily ignores the economic reality behind the bargain.’ 22 If the contract of
employment masks the economic inequality between the parties, it also obscures their
social inequality, which is rooted in the bureaucratic power held by the employing
organization.23 As Hugh Collins has argued, even where workers are able to exert some
market leverage in their contractual bargaining, they are likely unable to exert
significant bureaucratic power, and are thus subject to the role allocation and
institutional rules of hierarchy which have developed within the employing
organization.24 The ongoing social power of the employer is deployed through the
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managerial prerogative, which legalizes the employer’s ability to direct the work
relationship.
For many therefore, the contract of employment is designed to legitimize an
exchange that is structurally unequal. It is unequal in economic and bureaucratic terms,
and indeed, to the extent that one party has the unilateral power to change some of the
terms of the exchange during the contract’s term, it is also unequal in law.25 For Ken
Foster, the contradictions between equality and subordination in law exist by design and
are integral to the employment contract form. ‘The contract of employment constitutes
the employee both as equal partner and obedient subject at one and the same time. The
contract has both formal equality and subordination.’26 Arguing from a Marxian
perspective, Foster suggests that the continued existence of the managerial prerogative
is not simply an issue of inherited historical remnants but rather that ‘the duality of the
contractual form reflects the dual nature of the labour process under capitalism itself.’27
This argument is an emanation of a broader Marxian critique of liberal law.28 The
common law contract of employment in its idealized form represents an almost
paradigmatic example of liberal law. By framing the employment relationship as one of
contract, individual and formal equality is prioritized as the basis for the law’s
application. Formal equality constitutes workers and employing entities as
commensurable, hiding from view the differences in lived experiences, economic needs
and desires of the parties, rendering them simple objects of formal freedoms and
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Most commentators do not characterize the contract of employment as one that is unequal in law, and
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political equalities.29 Socioeconomic questions are separated from the interests of the
law, relegated to a private zone of market activity in which the law takes no contentoriented role.30 In doing so the question of whether workers actually have the ability to
exit is eliminated from view: whether they are in fact constrained by social and
economic forces in their decision to accept an exploitative relationship is hidden behind
the formal equality of contract law.
The critique of contract’s formal equality treats the issue of property as one of
background rules. Robert Hale famously described the ways in which underlying
property rights serve to limit workers bargaining power in the employment context.31
Workers are dependent on wages for income and subsistence. They are dependent on
employment because every other socioeconomic decision they might make to avoid
wage dependence is conditioned by the rules of property. Access to food, access to land
on which to grow food, acquiring the means to produce goods for oneself, all require
property; they require land, or the means of production, or the payment of rent or a
purchase price to a property owner. In this context, the wages and working conditions a
worker will accept is determined by his or her level of wage dependency, which, in turn,
is determined by the degree of access to property.32 Property therefore forms the context
in which employment contracts are negotiated and formed, and sets the balance of
bargaining power between the parties. It is the fact that contract is an institution of
formal equality that is deformative because it does not acknowledge the bargaining
power differential between them, and because it provides no analytical role for the very
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different nature of the worker’s reliance on wages in comparison to employers’ reliance
on financial productivity.

b. The Relational Standard Employment Contract and Property Rights to Employment
But if arguments over the normative value of regulating employment through
contract rest on ideas about the underlying effect of property entitlements, analysis of
the relational nature of the contract of employment provides more direct arguments for
workers’ property rights in employment.
Some scholars study the contract of employment by analysing the features that
set it apart from other types of contract. If the paradigmatic contractual relationship is a
bilateral executory contract of short-term duration, the paradigmatic employment
relationship is the Standard Employment Relationship (SER) of the Fordist era.33 The
SER has been defined as employment ‘which is continuous, long-term, fulltime, in at
least a medium sized or large establishment […]’, focused on the male family
breadwinner.34 Arising over the mid-20th C and sparked by collective bargaining, the
bureaucratization and systemization of scientific management theories, and the
development of internal labour markets, the SER emerged as the defining concept of
employment around which labour laws, employment practices and welfare state
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regulation were built across much of the industrialized world.35 The SER is a
contractual relationship, but in many respects it operates differently from discrete
commercial contractual relationships. Employment relationships will often be of longterm duration; they are open-ended, and will change over time, allowing workers to
progress up (or down) the ranks within a single employing entity. Starting in the 1930s
and 40s, the central features of the SER were inscribed into law for unionized workers
through collective bargaining agreements, but for non-unionized workers they arose less
by law and more through a series of economic and psychological norms that operated
within a loose contractual frame. The open-ended nature of the employment contract,
and the layers of economic and psychological expectations that guided its ongoing
operation, created a relational legal structure that operated as a framework for
cooperation rather than as a precise delineation of the terms of the relationship.36 It was
a contract ‘incomplete by design’, creating an ongoing series of exchanges within the
framework of an explicit bargain, whose adjustment was mediated by an array of social
norms.37
According to David Marsden, over the second half of the 20th C workers
accepted the open-ended employment arrangement despite its exploitative potential
because it created a number of incentive mechanisms that matched the psychological
expectations and economic interests of workers.38 The psychological contract was twofold. At a broad level it rested on a series of tacit understandings of the expected
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behaviour between the parties and of their respective obligations towards each other in
regards to workplace practices. This was buttressed by professional training and social
expectations associated with specific skill sets and job titles. These rules and
expectations could be counted on to be respected to the extent that there was a
relationship of trust between the parties.39 That trust, in turn, was built on economic
incentives that provided a rationale for expecting their implementation. Labour
economic research modeling the career wage trajectory in internal labour markets
demonstrates that wage rates were not based solely on market rates but on a deferred
compensation over workers’ working lives, which would see them earn a continuing
stable and increasing wage over time, even as their productivity levels fell in later
years.40 It was this deferred compensation scheme that created long-term economic
stability for workers in SERs, and the reason for which they acquiesced to the
employer’s unilateral right of control.41 It was an exchange, in the words of Alain
Supiot, of security for subordination.42
For workers, wage stability over long-term employment was a key feature of the
SER bargain – the reason to accept a relationship of subordination. But outside the
unionized sector, the courts have rarely been willing to acknowledge and enforce a
contractual right to job security, except, in Canada, through the implied duty to provide
reasonable notice of dismissal without cause. In the 1960s, 1970s and 1980s workers
came before the common law courts making contractual arguments for compensation
for the loss of long-term employment and the mental distress and reputational harm that
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arose from dismissal.43 Workers and academics also developed property-based
arguments to highlight employees’ long-term investments in their employers’
enterprises, so as to entitle them to some form of job security. This type of argument can
be seen in litigation over the 20th C concerning the legal nature and ownership of private
pension plans.44 It also initially arose in the United Kingdom over whether unfair
dismissal legislation conferred a property interest in one’s job.45 Jo Carby-Hall quotes
Sir Diarmaid Conroy, the President of Industrial Tribunals in England and Wales in
1968 as saying that: ‘Just as a property owner has a right in his property and when he is
deprived he is entitled to compensation, so a long-term employee is considered to have
a right analogous to a right or property in his job, he has a right to security and his rights
gain in value with the years.’ 46 Property was also used as a rhetorical device to argue,
unsuccessfully, that wrongful dismissal could amount to an improper taking that should
be remedied by reinstatement. 47
More recently some scholars have been making the case for job security and worker
participation in firm restructuring by arguing that workers are not a fixed factor of
production, but are rather long-term investors akin to corporate shareholders. This
argument rests on the internal labour market analysis described above, which suggests
that workers invest in developing firm-specific knowledge for which they will not gain
compensation on the labour market, and agree to a lower than opportunity wage at early
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stages of their careers on the promise of wage stability in their later working years.48 By
virtue of their long-term investments and deferred compensation, employees are akin to
other residual corporate owners, placing their interests in the firm on par with those of
corporate shareholders.49 For this reason corporate directors’ fiduciary duties should be
exercised for the benefit of workers as much as for shareholders.

III.

The Employment Contract as Property Exchange

What is often missing from analyses of the contractual form for regulating work,
however, is consideration of the property interests that are at the core of the wage-work
exchange. The employment contract is fundamentally about the exchange of the human
capacity to labour in exchange for wages, so that employers may use that capacity to
create profit.50 It is a lease of a worker’s labour power to an employer for a specific
period of time, and in regards to certain types of tasks. In this sense property not only
provides the background rules against which the parties’ contract, it is the subject of the
contract itself.
In theory one of the central distinctions between the contractual regulation of
work and a proprietary form of regulation, is that the t contract places limits on what
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employers purchase of workers’ labour power, and the rights of control they thereby
acquire.51 There are two principal ways in which this has occurred. The first is through
restrictions placed on the managerial prerogative, and the second is through limitations
on working time.
Under an employment contract, employers gain not only workers’ time and the
product of their capacities, but the right to control, possess, use and profit from that
labour power through the managerial prerogative. As will be explored below, the
managerial prerogative has morphed over time from a proprietary right over labour
power, to a more limited right of control purchased through contract. Temporal
limitations have also been central in law to determining the scope of the employment
contract, and to maintaining the theoretical notion that one can sell one’s labour power
without selling oneself. Temporal limitations have historically operated to determine the
length of the parties’ obligations towards one another, and the time workers had to
themselves. But, as we will see below, working time limitation are inherently politically
questions, and the limits historically imposed have tended to emerge not from
negotiated terms of individual employment contracts – not from anything inherent in the
contractual form – but rather from surrounding patterns of production, from union
activism and legislated standards.

a. The History of the Managerial Prerogative: From Property to Contract Right
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The differences posited between property and contract regimes, for instance, relate to the ability to exit
the relationship, and to the limitations placed on employers’ rights of control. Under a proprietary regime
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terms of the employment contract. cf Pateman (n 4) 70-72.
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The managerial prerogative, as explained above, provides employers with the
right to direct the workforce on issues concerning the manner of production. As the
British Columbia Court of Appeal stated in Stein v. British Columbia (Housing
Management Commission):
An employer has a right to determine how his business shall be conducted. He
may lay down any procedures he thinks is advisable as long as they are neither
contrary to law, nor dishonest, nor dangerous to the health of the employees and
are within the ambit of the job for which any particular employee was hired. It is
not for the employee nor for the court to consider the wisdom of the procedures.
The employer is the boss […].52
Since the 1990s the Canadian courts have explained the managerial prerogative
as an implied contractual term of the employment relationship.53 By presenting the
managerial prerogative as an implied contractual term, the courts suggest that the right
of control is something purchased through an employment contract – it is a term of the
bargain agreed to by the parties. Some have argued that more than the right to use
workers’ labour, it is the right of control that is the primary benefit acquired by
employers through an employment contract. ‘In return for the payment of wages, the
employer bargains for the right to direct the workforce to perform in the most
productive way.’54
But prior to the 1990s, in Canada at least, the managerial prerogative was not
expressed as something purchased by the employer, or as an implied contractual term.
There was no discussion in the case law of whence this right of control came from or of
what legal authority provided employers with such a prerogative. It was, instead, simply
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presumed to exist. Some scholars trace employers’ right of control and duty of
obedience to the pre-contractual system of master and servant law in England. The
traditional narrative in the field is that a contractual method for regulating work
emerged in the 19th C in tandem with the Industrial Revolution and the general spread
of free-will contracting. Scholars such as Philip Selznick and Alan Fox, however, argue
that the contractual regulation of work never in fact shed the vestiges of status and
subordination that defined the master and servant system.55 They argue that the master
and servant duty of obedience was absorbed into the contractual framework in the 19th
C, so as to allow employers to retain managerial control.56 Ulrich Mukenberger and
Simon Deakin state that ‘the principle of an open-ended managerial prerogative to
organize work and set the terms and conditions of employment [was] grafted on to the
concept of contract’ in the 19th C.57 The fact of subordination and the ability to control
the workforce became the definitional hallmark of the employment relationship,
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The law of master and servant law was a statutory regime for regulating employment first enacted in
England in the wake of the Black Death of the 14th century. It created a penal system of compulsory
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created a comprehensive system for regulating the labour market, through centralized wage-setting,
prohibitions on wage competition amongst employers, control of labour mobility and parish poor relief.
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as well as particular customs and practices from different industries. The enforcement of this body of law
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Beyond Contract: Work, Power and Trust Relations (Faber and Faber 1974) 184.
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distinguishing it from other forms of commercial exchanges and bringing it under the
legal auspices of the laws of work.58 The result, according to Fox, is a ‘[…] legal
construction […] put upon the contract of employment which left it virtually
unrecognizable as contract.’59
The master and servant duty of obedience was intrinsically related to employers’
rights of ownership over workers’ labour power. It has changed over time however, and
an examination of its evolution is suggestive of the modern form of the managerial
prerogative. Until the turn of the 19th C, as Blackstone tells us, employment was
primarily conceived of as a private, personal relationship. Domestic and agricultural
servants were members of the employer’s household.60 Robert Steinfeld explains that
employers’ rights over their workers’ labour stemmed from their positions as head of
the household, through which they could exert both paternal rule and care.61 Over the
18th century, as the theory of possessive individualism began to take hold in England,
the employment relationship was reconceived as a transaction concluded between
consenting individuals.62 But the transaction itself continued to provide the master with
rights of use and control of their servants’ general labour power.
As a result of this voluntary transaction between two autonomous individuals,
the hirer of labor had the legal right to control, use, and enjoy the other’s
personal energies for the term or purposes specified in the agreement. […] One
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party traded away to the other the property in his own labor for wages or
compensation.63

Over the course of the 18th and 19th C, however, as industrial manufacturing
grew in prominence in England, employers’ right of control took on a new significance.
As industrial production grew in the 19th C, manufacturing was increasingly centralized
under a single employing enterprise or individual. Rather than contracting for labour
through an intermediary, such as a foreman, business owners increasingly owned the
factories in which workers worked, the materials and tools needed for production, and
were the direct employers of the labour force needed to transform the raw materials into
physical goods.64 With manufacturing enterprises as the owner of the tools of
production, the materials of production and the labour needed for production, labour
was transformed into a commodity input into the production process. And as employers
owned all of the inputs into a production process, so they therefore owned its outputs.
From such ownership employers’ ability to organize production to suit their business
needs flowed logically, including the ability to direct its workforce:
From the instant [the worker] steps into the workshop, the use-value of his
labour-power […] belongs to the capitalist. By the purchase of labour-power, the
capitalist incorporates labour, as a living ferment, with the lifeless constituents
of the product. From his point of view, the labour-process is nothing more than
the consumption of the commodity purchase, ie, of labour-power; but this
consumption cannot be effected except by supplying the labour power with the
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means of production. The labour-process is a process between things that the
capitalist has purchased, things that become his property.65
The managerial prerogative, therefore, rests on concepts of status and on
employers’ proprietary ownership over the inputs and outputs of their businesses.
Although currently framed as an implied contractual term, it is intrinsically linked to the
employers’ right to control their property which is given effect through legal ideas such
as the implied duties of obedience, loyalty, fidelity and confidentiality.
The managerial prerogative has been tempered by contract over time. Starting in the
late 19th C the courts began to narrow the scope of orders that employees had to obey to
ones that were related to the employee’s particular job functions.66 And as of the mid20th C, the Canadian courts also began to suggest that because the employment
relationship is contractual in nature, an employer’s ability to make unilateral workplace
decisions through the managerial prerogative applies only to non-essential terms and
conditions of employment. An employer may not make unilateral alterations to the
essential terms of the employment contract without the employee’s acceptance.67 What
constitutes an essential term, however, is notoriously slippery. According to the
Supreme Court of Canada, the court must look to what would be considered essential by
reasonable people at the time of contract.68 Generally, demotions, significant alterations
to wages and methods of calculating income are considered alterations to essential
terms, which requires an employee’s agreement to effect, in the absence of which the
employee may considered themselves constructively dismissed.69 This potentially
important limitation on the employer’s managerial prerogative is significantly
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attenuated, however, by the employer’s ability to dismiss for any reason with reasonable
notice. Employee consent to contract variation, therefore, occurs in the shadow of job
loss.
b. Labour Power as Commodity and Changing Notions of Working Time
The second way in which employers’ rights of control have historically been limited
is through definitions of working time. Other than circumscribing the managerial
prerogative, the primary way in which the courts have imposed limitations on the rights
acquired by employers over workers’ labour power is by explaining the employment
contract as a sale, or lease, for specific amounts of time. That idea that the employment
contract is a purchase of working time is what allows for a distinction between workers’
own time, and the time they owe their employers. Such a distinction is vital to create a
legal distinction between the sale of oneself, and the sale of one’s labour power.
Time has always been a central limiting feature of the waged work relationship, but
its conceptualization and legal use has shifted in different eras. Under the pre-20th C
master and servant system, as Steinfeld explains, workers sold their whole labour power
for the entire term of the contract – not just their physical or intellectual labour, but their
whole labour power. The sale was not for the work day, but for all times of the day and
night, for the duration of the contract even where work schedules were set by statute.70
The idea that workers sold their total labour power was facilitated by the concept of the
annual hire presumption. Under the terms of the 16th C Statute of Artificers and later
master and servant statutes, employment contracts in England were presumed to be of
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annual duration unless of specified otherwise.71 The annual hire contract operated
similarly to a modern day tenancy agreement, renewing itself annually unless brought to
an end by with three months notice by either party before the end of the contract’s term.
The employment contract therefore leased to employers workers’ entire labour power
over an annual hire contract, or over the express term set by the parties. The idea that
waged employment differed from indentured servitude was premised on the idea that it
was temporally limited by its fixed duration.
The presumption of annual hire began to lose practical force in the late 18th and
early 19th C in manufacturing work, in tandem with the movement of production out of
the home and into industrial manufacturing centres. As E P Thompson argues, by the
19th C in many industries labour was deployed less towards the accomplishment of
tasks, set by the seasons in agriculture or specific jobs under the putting-out system, and
more towards a systematized work day and work shift determined by the need to
maintain continuous production lines:72
Those who are employed experience a distinction between their employer’s time
and their ‘own’ time. And the employer must use the time of his labour, and see
it is not wasted: not the task but the value of time, when reduced to money is
dominant. Time is now currency: it is not passed but spent. 73
In this context manual and industrial workers were often hired under shorterterm contracts on shift schedules determined by employers.74 At the same time as the
annual hire presumption was slowly displaced over the 19th C, in England the state
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stepped in with new regulations over the working time of women and children, just as
trade unions agitated for greater limits over the working day and work week.75 The
annual hire presumption was fully displaced in law at the turn of the 20th C in Canada,
England and the United States, as indefinite duration slowly employment emerged to
take its place in law. As indefinite duration employment became the norm, the common
law courts began to suggest that employers’ purchase of labour time was restricted to
the work day and work week, based on the presumed intentions of the parties. The
presumed intentions of the parties were often derived from an examination of standard
industry practices regarding working time.
That changing notions of labour time were imposing new limits on the property
interests employers acquired through contract was visible in a series of cases decided by
the courts of England and Canada between the 1890s and the 1920s.76 In the early
decades of the 20th C, employers came before the courts arguing for proprietary rights
over workers’ time, skill and income earned outside of work. In doing so, they relied on
older concepts of exclusive service to argue for an entire proprietary right of control
over workers’ labour power. The courts, however, began to limit employers’ proprietary
rights to those that were impliedly or expressly purchased through the employment
contract. In the 1904 Ontario case of Sheppard Publishing Co. v Harkins, for example,
an employer argued that the worker had violated the exclusive service provision of their
employment contract by engaging in side projects. But rather than requesting damages
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for breach, the employer sought an accounting of the income the employee had earned
from his other jobs.77 The court noted that while ‘[n]o doubt the rights of the master
over the person as well as the time and labour of his servant were much more extensive
formerly than they are today,’78 such older principles were inconsistent with modern
day notions of liberty and citizenship. A covenant to provide all one’s time and attention
to an employer’s business could not mean that the worker was bound to provide services
at all hours of the day or night, or in times designated for rest and relaxation. ‘To hold
otherwise’, Justice Anglin stated, ‘would be in effect to place the employee of the
present day in a position little, if at all, better than that of the villein of former times.79
But, the court noted, although employers could not claim any proprietary rights over
workers’ labour outside of work, an employment contract did serve to provide
employers with ownership over workers’ labour during the time the employer
purchased. The court noted that the employee was required to work diligently for his
employer’s interests during ‘such hours as it is customary for men in positions such as
his to work.80 The court held that the rule remained that the ‘money obtained by the
servant by the sale of time and labour which belonged to his mater, [was], in
contemplation of the law, the proceeds of his master’s property.’81 Any income an
employee made during the time sold to their employer was employer’s property.82
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Determining what amount of time was sold to one’s employer was a matter of contract –
of the presumed intentions of the parties. And in the absence of express terms, the
presumed intentions of the parties could be inferred from evidence concerning the usual
work day and work week in the industry. 83 Increasingly therefore, the courts suggested
that the employment contract was premised on emerging industry standards of working
time.
By the 1930s and 40s, however, judicial discussions regarding the nature of the
labour purchase in an employment contract began to recede. Over these decades,
statutory restrictions, international labour standards and collective bargaining
introduced further controls over the work day and work week.84 At the same time the
Standard Employment Relationship (SER) became the paradigmatic form of male
unionized and white-collar employment, anchoring in law the psychological, social and
economic norms associated with long-term employment.85 During the mid-20th C
Fordist era, a standardized work day and work week was increasingly the norm, which,
in turn, served to implicitly limit employers’ acquisition of property rights over
workers’ labour. ‘By establishing standard working days, defined by hours not output,
employers could only set tasks that could be performed in the allotted time.’86 Thus over
the mid-20th C labour time was increasingly standardized, which endowed employers
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with rights of control, use and profit over the working day, but left workers with a set
period of their own time.
This distinction between working time and one’s own time served placed limits
on the scope of labour commodification. But, as can be seen in the early annual hire
presumption, working time restrictions are not intrinsically a product of the contractual
regulation of work. Rather a standard working week emerged in the mid-20th C
response to certain industrial production patterns, to political and collective bargaining
campaigns by unions, and through legislated norms, just as the annual hire presumption
first emerged in relationship to agricultural planting patterns and the related need to
maintain a consistent work force in seasonal industries. Nonetheless by setting clear
boundaries between work time and workers’ own time, the emergence of a standardized
work week in the Fordist era had a profound impact on the nature of waged work. It
provided implicit contractual limits in law on employers’ purchase of workers’ labour
power; employers owned only that time which they purchased, providing workers with
time away from work in which to live.87
But as the norms of the Fordist era have crumbled since the 1980s, any social
consensus over a standardized work week is receding.88 Since the 1980s and 90s the
SER has been displaced in labour market centrality, with a corresponding increase in
part time employment, short-term contracts, temporary work arrangements and other

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
87

cf Piore and Sabel (n 33) 19-20.
Such set working days and weeks were never afforded to all workers. Ann Porter argues that
governmental officials viewed the role of women as acting as a labour market reserve, to enter the
workforce only ‘under emergency conditions’. At an aggregate level, as Fudge and Vosko argue, the
higher wages earned by unionized workers over the mid-century were sustainable by providing lower
wages and less job security to non-unionized workers. cf Ann Porter, ‘Women and Income Security in the
Post-War Period: The Case of Unemployment Insurance, 1945-1962’, (1993) 31 Labour/Le Travail 111;
Fudge and Vosko (n 85) 276.

88

28

Political Economy and Law: A Handbook

atypical forms of work.89 In some countries statutory restrictions on working-time have
been loosened to permit for greater employer flexibility.90 The number of women in the
workforce continues to increase, and as dual income families become the norm in
Western countries, new questions are emerging about work-life balance and how to
manage the responsibilities of work and home.91 Control over working time is at the
heart of contestations over the nature of flexibilized work and work-life balance. As
Rubery and others argue, ‘the wage-effort bargain, and the division between work and
non-work time are inherently contested aspects of the employment relationship.’92 This
contestation concerns who will control the duration of working days, the timing of work
and the location of work.93 It is fundamentally a dispute over control of workers’ labour
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power, and suggests that to the extent that the mid-20th century working-time consensus
is dissipating, traditional legal methods which limited employers’ rights of control over
labour power are also dissolving. Thus, as the number of unionized workers employed
under collective bargaining agreements drops, as statutory restrictions on working time
are repealed, and as production practices shift towards flexibilized work arrangements, a
social and legal consensus around hours of work appears to be crumbling.
There is conflicting data in developed countries on the percentage of workers
working in non-standard work arrangements, the percentage of workers outside of the
standard work week, and whether and how the numbers vary across different
industries.94 In general, however, over the last 20 years communication technologies
have permitted some types of work to move out of the office, into the home, the coffee
shop, the library, etc.95 In many service-based industries, employers are moving onto 24
hour schedules with multiple work shifts throughout the day. For professional white
collar employees this work-creep takes the form of requiring workers to remain
permanently on-call for their employers and clients, reachable through their cell phones
and laptops at all times of the day and night.96 For more precarious service workers it is
the lack of control over the timing of work schedules that is the most pressing
phenomenon, as the organization of daily life revolves around the potential for work and
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the limited capacity to plan forward.97 In this context, worrying and planning for
potential work ends up taking over off-work time as well. Other 21st century phenomena
are also challenging the traditional boundaries between work and life. In particular,
workers’ non-work online activities can now be viewed by employers with relative ease,
such that workers may increasingly face discipline and dismissal for things said and
done on their own time. In all of these ways, the traditional boundaries between one’s
own time, and work time are beginning to crumble. As Melissa Gregg argues, ‘[i]f
modernist notions of labour hinged on a set number of hours for work, often conducted
at a set physical location, the fact that labour now escapes spatial and temporal measure
poses obvious problems for defining work limits.’98
The absence of judicial concern for maintaining working-time limitations is
visible in current common law wrongful dismissal claims. The British Columbia
Supreme Court recently considered a wrongful dismissal claim from a young lawyer.
Amongst other instances of misconduct claimed as cause, the employer argued that the
employee was not always immediately reachable to his supervisor through phone or
email. He was told he needed to be available 24/7, and that he could not take a lunch
break if there was work to be done, but he nonetheless insisted on leaving the office
over the lunch hour and not answering his phone. The court concluded that the claimant
was insubordinate, because he did not accept that his employer had the right to
determine how to run his business. When the employer’s expectations in terms of the
claimant’s hours of work and availability were explained to him, he rejected them as
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unreasonable and refused to obey. But, as the court stated, ‘it was not for [the employer]
to justify work terms to [the employee].’99 What was noticeably absent from this
decision was any question of whether it should have been a term of the contract that the
employee could take a lunch hour, or any consideration of whether it was unreasonable
for an employee to turn off his or her phone over night. According to the court, the
nature of legal work was that it required constant availability to one’s employer, and to
so refuse was insubordinate and a breach of the employment contract. What this type of
analysis demonstrates is that the terms of the employment contract are determined on
what the courts assume are the reasonable expectations of the parties. These
expectations emerge from standard market practices, including average working times,
and are then read in as terms of the contract. Thus, to the extent that a social consensus
over working time dissipates, that fewer workers are operating under collective
bargaining agreements, and statutory working time limitations are under threat, contract
law in itself, in the absence of expressly negotiated terms, provides no mechanism by
which to maintain limitations on working time.
Thus although some limitations have been placed through contract on an employer’s
ability to change the terms of an employment contract through limitations on the
managerial prerogative, and although there are some limits on the type of control
employers may exercise, there are increasingly fewer boundaries placed around the
terms of workers’ lease of their labour power. Insofar as working time extends, and
workers are to be constantly available to their employers, the zone of managerial control
itself extends, endowing employers with a greater degree of power over the labour
power they acquire through contract.
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IV.

Conclusion

Over the course of these pages I have attempted to lay out the relationship between
property and contract in employment. The main argument of this paper is that issues
surrounding property are not simply a matter of background rules, but are instead
fundamental to an understanding of the operation of the employment contract itself. The
reason for this is simply that the employment contract is a legal vehicle for exchanging
rights over property in workers’ labour. One of the primary innovations of the
contractual method of regulating work, in theory, is that it places limits on the rights
acquired by employers over workers’ labour power, such that the lease is temporally
bound and limited in scope. The two primary methods by which this is said to occur are
through limits on the managerial prerogative to manage the workplace, and limitations
working time. As the above analysis suggests, however, limitations on the managerial
prerogative are minimal at best, given employers’ residual right to dismiss with
reasonable notice, and contractual notions, although central to the analysis of
contractual variations, do little in practice to protect workers from unilateral alteration
of terms. Similarly, as described above, the boundaries created by temporal limitations
on working time have historically emerged from market practices, through collective
bargaining and statutory restrictions. But as those restrictions are loosened through
changing market practices, the decreasing strength of trade unions and statutory
deregulation, in many types of employment working time no longer erects a contractual
boundary between one’s own lives and the time we have leased to our employers.
Contract provides no method of challenging the creeping extension of working time and
employer control, such that in the absence of legal mechanisms like statutory regulation,
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the distinctions between the temporary lease of one’s labour power and the general
alienation of one’s self becomes more tenuous.
What this analysis suggests is two-fold: first, that limitations placed employer rights
over labour power are not inherent to the contractual form, but are rather embedded in
broader social and economic processes that change over time, given content and form
through judicial choices at different junctures. The second conclusion is that property
and contract are not separate and opposed forms of work regulation. Rather the modern
contractual regulation of employment is intrinsically enmeshed with questions of
property in labour power. In this sense, the question of whether or not the contractual
regulation of work is an institution of freedom or subordination is not dependent solely
on the legal equality constructed between the parties, but also on the degree to which it
limits the proprietary rights employers acquire over labour power at any given time.

