Minimum wage history

The Quest for a Living Wage: The His-
tory of the Federal Minimum Wage
Program. By Willis J. Nordlund.
Westport, CT, Greenwood Press,
1997, 283 pp. $57.95.

In Australia (1896), in Great Britain
(1909), and then later in the United
States, minimum wage legislation was
the result of “anti-sweating” agitation,
says the author of The Quest for a Liv-
ing Wage. One of the earliest definitions
of “sweating” was: “The payment by an
employer to his work people of a wage
which is insufficient to purchase for
them the necessaries of life. These in-
clude food, housing, clothing, and the
like, needed to maintain life on a sus-
tained basis.”

Between 1923 and 1933, no impor-
tant legislation or judicial activity re-
lated to the minimum wage took place,
but several public interest groups such
as the National Consumer League ad-
dressed the problems of low wages.
When President Franklin D. Roosevelt
assumed the presidency in March 1933,
the unemployment rate was almost 25
percent. The belief emerged that an im-
portant reason for the economic down-
turn was the exploitation of workers
through low wages and long hours. A
seeming failure on the part of the long-
standing laissez faire policy created a
philosophical void. Into this flowed the
New Deal economic thrusts supported
by—or in some sense legitimized by—
John Maynard Keynes.

In May 1933, the National Industrial
Recovery Act (NIRA) was passed, which
The Economist observed, “probably col-
lects more divergent economic and social
theories under the roof of a single enact-
ment than any other piece of legisiation
ever known.” President Roosevelt ex-
plained, “Its aim was to increase the buy-
ing power of wage earners and farmers so
that industry, labor, and the public might
benefit through building up the market for
farm and factory goods.” While the NIRA
was generally viewed as a failure even

before the Supreme Court killed it on
May 27, 1935, it was a breakthrough in
the attitude towards protective labor
legislation.

In the most general sense, Nordlund
indicates that minimum wage legisla-
tion was passed primarily because of the
existence in our economy of (1)inter-
state markets, (2)monopolistic compe-
tition, and (3)unemployment. The con-
gressional debate on the early wage and
hour bill makes clear that it was pro-
posed, in part, as a means of reducing
unemployment through cutting of
weekly hours. But public opinion as to
whether the States or Federal Govern-
ment should provide a wage floor has
varied over time.

T n 1933, the Department of Labor es-
tablished a long series of “Confer-
ences on the Minimum Wage.” Partici-
pants were State minimum wage admin-
istrators and representatives of organi-
zations with an interest in these pro-
grams: The National Consumers’
League, the General Federation of
Women'’s Clubs, the National Women's
Trade Union League, the AFL, the Na-
tional League of Women Voters, and
the National Young Women'’s Christian
Association. The original bills provided
for, among other things, (1)a five mem-
ber Fair Labor Standards Board, (2)a
minimum wage of not more than 80
cents an hour or $1,200 per year, (3)the
general initiation of a 40 cents-an-hour,
40 hour workweek except in excep-
tional circumstances, (4)the prohibition
of interstate shipment of goods pro-
duced with “oppressive child labor,”
(5)the exception of agricultural work-
ers and executive, administrative, su-
pervisory and professional employees,
and (6)authorization of the Fair Labor
Standards Board to appoint advisory
committees to consider conditions in in-
dustries or occupations before establish-
ing specific wage and hour standards.
The Fair Labor Standards Act (FLSA)
went into effect on October 24, 1938.

The attack on Peari Harbor changed

the world, the Nation, and the adminis-
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tration of the Fair Labor Standards Act,
points out The Quest for a Living Wage.
Military agencies needed more inspec-
tors to ensure the quality and delivery
of war materials. Since the Wage and
Hour Division had developed an exten-
sive field structure, it became a major
component of the war-related inspec-
tion program. On October 3, 1942, the
President issued an Executive Order
which froze wages. Inspectors of the
Wage and Hour Division were assigned
to explain, investigate, and enforce the
wage stabilization program.

In peacetime, legislators and pro-
gram administrators believed it was
time to raise the minimum wage. On
the 10th anniversary of the FLSA, about
22.6 million workers were subject to the
minimum wage provisions of the law,
and about 20 million were protected by
overtime standards. About 638,000 es-
tablishments were covered by the law’s
provisions. But the inflationary spiral
after World War II, unions’ success in
obtaining higher wage levels, and the
general upward movement of the wage
structure left the lowest paid segment of
the labor force further behind. Besides
a wage increase, the Administration
also wanted to expand protection of
American workers by removing exemp-
tions for the food-processing industry
and large retail stores, and expand cov-
erage from those whose work was “in”
interstate commerce to employees whose
work “affected” interstate commerce.
When the conference compromise bill
was passed and signed by President
Truman, about 1.5 million wage earners
received wage increases of 5 to 15 cents
an hour when the amendments became
effective in January 1950. President
Truman, in his signing statement, ob-
served: “The Act has proved to be wise
and progressive remedial legislation for
the welfare not only of our wage earn-
ers but of our whole economy.”

During the Korean War, United
States wages and prices were frozen on
January 25, 1951. To some degree, this
second debate of minimum wage ieg-
islation was a period of experimentation



combined with an effort to regularize
enforcement of the law. It was clear
where the emphasis for expanded cov-
erage would be in the years ahead.
More than 15 million workers in the
lowest paid jobs in retail trade, services
and agriculture were provided no pro-
tection by the Fair Labor Standards Act.

The third decade started with major
amendments to the law on May 5, 1961.
President John F. Kennedy signed a bill
into law that, among other things, raised
the minimum wage from $1 an hour to
$1.25 an hour, expanded coverage to
categories of workers previously with-
out protection, strengthened the back
wage recovery process, and required a
variety of studies to determine the con-
sequences of maintaining several ex-
ceptions to the law. Before the decade
ended, the FLSA was amended again to
provide for a second round of phased-
in minimum wage increases. Between
1960 and 1969, the number of wage and
salary workers increased 29.3 percent.
Average weekly hours continued to de-
cline from 38.6 hours per week in 1960
to 37.7 hours per week in 1969. The to-
tal U.S. population in 1960 was 180.7
million people, of which 39.9 million—
22.1 percent—were classified as poor.

While attention is focused primarily
on the wage, hour, and child labor pro-
visions of the Act, an important amend-
ment in 1963 established the fundamen-
tal principal of pay equity. Entitled the
Equal Pay Act, this amendment to the
FLSA prohibited discrimination in pay
based on the gender of the worker. Al-
though the philosophy underlying equal
pay was widely accepted, the Equal Pay
Actbecame a stepchild of the FLSA. One
can assume that compliance officers
were conscious of equal pay require-
ments, but it is unclear what level of en-
forcement actually occurred.

Most significant of the 1966 amend-
ments was the expansion of coverage by
more than 9 million additional work-
ers—2 million in public, and private
hospitals and nursing institutions, 1.7
million in retail trade, and 1.3 million in
public and private educational institu-

tions. The remaining 4 million were pri-
marily in the construction and laundry
industry, and Federal, State, and local
governments. That amendment also
mandated a study of recommendations
to the Congress based on a study of the
character of employment discrimina-
tion.

The author points out that when one
reads the literature, one gets the distinct
impression that minimum wage pro-
grams are powerful tools for economic
change. But in some ways, more im-
pacts may be attributed to it than could
reasonably be expected—positive and
negative. The program affects less than
2 percent of the population—about 4
percent of the work force. The empiri-
cal evidence generated during the 1970s
and 1980s forged a strong tie between
changes in the minimum wage and
youth employment and unemployment.
But an examination of the data leads to
the conclusion that the consequences of
raising the minimum wage are uncer-
tain, at best.

The 1990s mark the golden anniver-
sary of the minimum wage in the United
States. At different times through the five
decades, the level of the minimum wage

may have approached a “living wage”—-

enough income for the worker to acquire
the basic necessities of life. But a young
person living with his or her parents
may have lesser needs than a person
maintaining an independent household.
When the Act was initiated in 1938,
about 40 percent of the nonsupervisory
wage and salary workers were protected
by minimum wage and overtime provi-
sions. Today, about 80 percent of work-
ers in the same category are covered.
Nordlund concludes by saying that,
“The Fair Labor Standards Act provides
a powerful economic and political state-
ment, upon which many may disagree.
The program is a political, rather than
an economic statement,” he contends.
“What should not be in question is
whether the most advanced nation on
earth should improve the economic po-
sition of its lowest paid workers. There
may be several policy tools that can

move workers in that direction, but
clearly a minimum wage that is com-
mensurate with the state of the economy
and the overall structure of wages and
salaries should be a leading tool in that
change process.”

—Mary Ellen Ayres

Office of Publications
Bureau of Labor Statistics

Labor rights and standards

Human Rights, Labor Rights, and Inter-
national Trade. Edited by Lance A.
Compa and Stephen F. Diamond.
Philadelphia, PA, University of Penn-
sylvania Press, 1996, 311 pp. $39.95.

Worker Rights and Labor Standards in
Asia’s Four New Tigers: A Compara-
tive Perspective. By Marvin J.
Levine. New York, Plenum Press,
1997, 476 pp. $69.50.

The Compa-Diamond book addresses
questions of labor law and labor rights
in the context of the global economy—
a context to which the practice of labor
law is unaccustomed, and for which no
clear venue exists. True, ILO (Interna-
tional Labour Organization) has formu-
lated numerous standards for worker
rights and working conditions, but
while the great majority of nations are
members, its conventions have fre-
quently not been ratified. Even where
they have been ratified, ILO, having no
enforcement powers, must depend upon
the parties to ratification to observe
them. ILO over the years has con-
structed a grand body of labor rights but
not one of actionable labor law.

A number of U.S. foreign trade and
investment instruments include clauses
mandating labor rights as conditions of
what they grant. For example, the act
extending preferential access of foreign
goods to the United States prohibits the
President from designating any country as
beneficiary which fails to vouchsafe in-
ternationally recognized worker rights.
However, as Philip Alston, one of the con-
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tributors to the book, argues, such condi-
tioning represents a type of “aggressive
unilateralism” on the part of the United
States. It lacks standing under interna-
tional law, becauses it imposes stan-
dards not necessarily agreed upon by
the affected country. More important,
it tends to constrict the role of ILO, hin-
dering the evolution of an international
labor rights regime for which ILO, with
its expertise and long experience, is
alone competent. ILO’s persistent mar-
ginality relates largely to the “system-
atic abstention of the United States from
agreements on international labor stan-
dards,” writes David Montgomery, an-
other contributor. He does not probe the
reasons for this but some of them are
implied in the editors’ introduction.
Economic interests take precedent over
worker rights when the stakes are large,
as in granting most-favored-nation sta-
tus to China or Indonesia—countries for
which violations of such rights are am-
ply documented in the book by Levine
(see below).

The major contributions to the
Compa-Diamond book reflect the clash
of two views about worker rights and
standards. A number of contributors,
including David Montgomery, Virginia
Leary, and others, fundamentally hold
worker rights to be equivalent to human
rights, to be inalienable and inseparable;
and that the international labor rights
regime must be strengthened (implying,
to begin with, the ratification of all major
ILO conventions by the United States).
By contrast, R. Michael Gedbaw and
Michael T. Medwig argue in effect that
the subordination of labor rights and
standards to economic priorities is un-
avoidable in the labor surplus condi-
tions of developing countries (and in-
creasingly in Europe as well).

Such standards as minimum wages,
maximum hours, and occupational
safety and health, cannot be “enjoyed”
by the vast majority of the world’s
workers, Gedbaw and Medwig believe.
The economies in which they live are
“too poor.” “The best hope for these
workers lies in the improved conditions

brought about by economic growth.”
Here, again, it is useful to cite Levine.
It isn’t lack of economic growth that vi-
tiates standards, it is severe restrictions
on worker rights to organize and bar-
gain collectively. In Indonesia, for ex-
ample, “. . . restrictions on worker rights
are simply means to prevent gains in
wages and working conditions, which
is the main issue that attracts investment
in developing countries.” Malaysia’s
growth rate has averaged 8 percent an-
nually for years past, yet “Increases in
labor productivity are rarely translated
into increases in real income,” thus
mainly benefitting employers and con-
sumers abroad. At the same time, “the
scope of bargaining is quite limited” by
reason of restrictive regulations and the
Malaysian legal system [being] “biased
structurally toward employers and in-
house unions. . .” In China, according
to Levine, the contrast between high eco-
nomic growth rates and frequently abys-
mal working conditions in the presence
of repression of independent unions, is
even more glaring.

Gedbaw and Medwig warn against
pushing the promotion of labor stan-
dards “too far,” quoting Gary Fields, an
economist who like they defends a neo-
classical position, that would “hamper
employment, reduce competitiveness,
and impede growth. The poor workers
of the world cannot afford this.” Yet,
the benefits these workers derive from
low or no standards appear question-
able. Again, citing Levine, “Even by
the poverty standards in the developing
countries we are discussing, a large por-
tion of workers are severely underpaid.”

ther contributors to the book do
N/ not (as this reviewer reads them)
link the attainment of worker rights to
economic growth. David Montgomery
points out that, in the industrial
countries, the rights of citizenship have
come to include minimal standards of
social welfare. If these rights, together
with working conditions, have tended
to erode over the past two decades, it is
because “the coercive authority of the

42 Monthly Labor Review  December 1997

nation state has been weakened by the
structural changes in the global econ-
omy, brought on by the multinational
corporations, and the power of multi-
lateral lending agencies, such as the
World Bank and the International
Monetary Fund.” But the right of
collective action (that is, strikes),
Montgomery writes, acknowledged by
U.S. courts over the past century, is
anchored in the Constitution, not in
economic factors. The history of labor
standards, and their enforceability reflect
the relative strength of the adversaries—
employers and workers—of reform
movements, and of governments’
willingness to invoke their police
powers—not economic growth.

In an essay on the North American
Agreement on Labor Cooperation
(NAALC), Stephen Diamond purposes a
“labor rights approach”—an approach
that would link worker rights and stan-
dards and the requirements of economic
development (such as increasing pro-
ductivity). NAALC was a “side agree-
ment” to the North American Free
Trade Agreement (NAFTA), concluded
in 1993. Under NAALC, a trinational
Commission for Labor Cooperation
was established whose secretariat pro-
motes cooperation regarding a wide
range of labor standards—such as oc-
cupational safety and health, child la-
bor, migrant workers, and human re-
source development. Labor standards
are to be advanced as well as coordi-
nated so as to prevent them from be-
coming a competitive element in cross
border trade. But enforcement mecha-
nisms are weak, and enforcement pro-
cedures lengthy and complicated—in
contrast to disputes involving property
and investment, where parties to the dis-
putes have direct access to the courts of
NAFTA members.

Nevertheless, Diamond upholds
NAALC; as a new international institu-
tion, “it legitimates the exploration of
domestic labor problems.” Provided the
trade unions organize “parallel forms of
trinational cooperation,” NAALC will
promote a genuine trinational demo-



cratic approach to economic develop-
ment. He concedes difficuities facing
this vision of his—the resentment of
Mexicans who may perceive iabor
rights efforts as intruding upon their
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The book affords considerable in-
gsight into the heatedlv dmmlted

field of the linkage between trade and
worker rights; it includes essays on a
number of topics related to these rights.
It is a superb introduction to the issues
here outlined, indispensable to students
and policymakers concerned with them.
Marvin J. Levine portrays with in-
sight and an indefatigable. even pas-
sionate pursuit of factual detail how
those issues are reflected in the status
and daily struggles of working people
in four countries—China, Indonesia,
Malaysia, and Thailand. A brief review
cannot do justice to his work; only a few
of his main points are highlighted.
Encouraging foreign capital to invest
in production for export is an economic-

policy priority in the four developing

countries with which Levine deals. The
attraction for foreign capitai generaiiy
is cheap labor. Hence, as mentioned
aoove labor l'lgl'llb are repreSSCU Or se-
verely restricted; labor standards, al-
mougn USU&II)’ eSt&DllbllCU oy ldW are
not v1gorously enforced, if enforced at
all. In all four countries, however, gov-
ernment and employers must reckon
with the resistance and protesis of ag-
grieved workers. In China, tens of thou-
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more and more workers have been dis-
charged from inefficient, often virtually
bankrupt state-owned enterprises. A ris-
ing proportion of workers is employed
under contracts whose term run from 6
to 10 years. As efficiency improves,
contracts may not be renewed. Unde-
niably, however, many workers wel-
come the chance to better themselves by
being able to change jobs.

Poor men and women in Indonesia,
Levine reports, will often accept any job
offered, at less than the minimum wage,
which itself falls below basic needs;
squalid working conditions do not de-
ter them from accepting a proffered job.
While wages are but part of a worker’s
compensation, Indonesia now competes
with China, where average labor costs
are higher.

As indicated, the labor-intensive in-
dustrialization practiced by the four
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The first one, broadly accepted if in part

still violated, is the prohibition of the

violated, is the prohibition of th
use of child labor; involuntary servi-
The sec-
ond category he terms “survival rights,”
including guarantees of a living wage
(necessarily defined locally or region-
ally); accident compensation; and a lim-
1ted work week. The third would be

secuntv n Qh[Q —IIlC],lelIlQ nmtecnon
against arbitrary dismissal. Finally, he
calls for “civic rights,” that is, rights to
associate freely, free voicing of griev-
ances, and the right to collective repre-
sentation.

These standards, which paraphrase a
number of ILO conventions, should cer-
tainly lie at the base of any international
labor rights regime. Levine’s work
demonstrates the enormous difficulties
that stand in the path of creating such a
regime; it also argues its necessity for

protecting a large part of humanity.
—Horst Brand

Economist, formerly with the
Bureau of Labor Statistics
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Errata

Following are several corrections for tables in the Monthly Labor Review’s November 1997 special

issue on “Employment in 2006
. Labor force in 2006 (page 25, table 2, fifth data column)
Men Change,
1976-86
25054 9,561
2510 34 e 4,970
351044, 4,848
A510 54 oauneeeeeeveeeeennn -257
3,186
892
2,294
1,529
823
Il. Industry output and employment

Page 44, table 4:

324 Hydraulic cement: the first figure (employment for 1986) is 22; move other figures to the right.

0

b. Page 48, table 4: insert the following industry
736 Personnel supply services 990 2,646 4,039 1,656 1,393 10.3 43 22 57 98 103 5.5

lIl. Occupational employment

a. Page 78, table 4 “Maintenance repairers, general and utility”: change the last category (education
and training) to “Long-term on-the-job training.”

b. Page 82, table 6: Replace data as follows:

Long-term on-the-job training 12,373 13,497 9.3 1
9.4 13.3 21,422 42.4 337

Short-term on-the-job training 52,125 59,062 39.4

9. 3,988 79 490
3 »

These data are correct on BLS homepage  http://stat.bls.gov/emphome.htm



