
For Release R-888 
Sunday, July 14, 1940 

• U. S. DEPARTfffi?JT OF LABOR - y - y . 
' , ' • - • . , , y/AGE AI<ID HOUR DIVISION ' . ' ' ' ' - " 

'̂'•••' . '• •'' • •' ' ' • ' fv.'^ y^'-y. Washington • ' '*' . e -i - • '. 

•'•*•••'';• •-'•"'• WAGE-HOUR ADMINISTRATOR DISCUSSES "CONSTAITT̂ l-VAGE" PL/JJS i:̂ ''-'-- "-" -

' i- : y ' '• 
" Tn response t o reques t s for in format ion jsoucerning the ex t en t t o which a 

"cons tan t wage" may be mainta ined by f irms sub jec t t o tho p r o v i s i o n s of tlie Fa i r 

Labor Standards Act, Colonel Ph i l i p B, Fleming, Admin i s t ra to r , Wago and Hour 

Di-vision, U. S. Depar-tment of Labor, today r e l e a s e d d e t a i l s of methods which, • 

i f not abused, would allow -their Users t o main ta in a cons tan t wage jind s a t i s f y 

t h e s t r i c t requirements of t h e loa-. " - y y r - .. ei"'^ 

Ful l d i scuss ions of t l ie p l a n s a r e con ta ined in nov/ly i ssuod p a r a g r ^ h s 

supplementing Wage and Hour Di'vision I n t e i r p r e t a t i v e B u l l e t i n No. 4 , which 

e^y-lains the maximum hours and overt ime pro-visions of Sect ion ^ of t h e Fa i r 

Labor Standards Act . .-. .-,ve,r -: * - , • ' .. ---•'-;'••{fj-*?--.-, -e 

* -' "Since t h e F a i r Labor Standards Act went i n t o e f f e c t i n October, 1938," 

- Colonel Fleming s t a t e d , "many employers have in fo inod the Div i s ion t h a t i t is 

undes i rab le t o pay workers i n i n d u s t r i o s having seasonal f l u c t u a t i o n s a b ig 

-wage during peak woeks, t h e n t o al low t h i s t o dwindle t o a few s ing lo d o l l a r s 

i n the o f f - s eason . 'Constant v/ago' p l a n s , v/hereby a v/orker 's income i s 

d i s t r i b u t e d evenly tliroughout the e n t i r e yea r , -//oro sought for as a sol -a t ion . 

In Congress l a s t sess ion l e g i s l a t i o n was in t roduced t o allow such p l a n s t o bo 

w r i t t e n i n t o the Fa i r Labor Standards A.ctj as I s wel l kna-.'/n, t h i s l e g i s l a t i o n 

'• dSd not p e s s . •:' "--' • '̂  • •-- '• - ' • y--'y'.':^'i''iy^yyymryr 

' '•"'• "HoTi/ever, wa have found t h a t some payment p lans seeking a c o n s t a n t wage as 

t h e i r ob jeo t ivc mvry be i n accord v/i th t h e p r e s e n t law, and i f followed . y y y 

'•• l e g i t i m a t e l y t h r y w i l l ben^^fit en-ployee and omployer a l i k e . " " ••:,'"*•'-'''-" '-.:..-' 
" ^ - ' I / - ; •'• - .»•• • ••:•-'-• • •-• • • • - ' - - > " • - ' • ; r .. .y (4876) p e e - v ^ 
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According to the Fair Labor Stax-idards Act, employees vfhose work touches any 

phase of production of goods which v/ill move in interstate coinmerce must be paid 

a minimum wage of thir ty cents an hour, with compensation at time and a half 

their regular rate of p.ay* for all hours' worked in excess of forty-two in any 

single week. Averaging of hours from one week to another is not -permissable; 

a single week remains the yardstick for calculation of compensation due. Nor can 

pay for o-vertime be withlield by the employer past the payday covering the work­

week or v/orkweeks in which the overtimo was earned. - y--y*Ai.- : 

"Sti l l obser-ving thoso provisions," Colonel Fleming explained, " i t i s 

possible in many cases for an employer to give his workers the benefit of constant 

wages. One method that would come v/itioin the present law may be called tho 

'tin^e o f f plan, described fully in the anondod bulletin No. 4. The second method, 

also described in the bulletin, calls for 'prepajm^nt*-' of overtime wages. 

"Using the 'time off method an employer may so control v/orking ho.urs in Ijis 

plant that even with overtinie compensation figured at the time and a half rate 

paychecks for v/orkers will not exceed a stated amount. For example, where an 

employer wishes to s-et -on employee's pay at a |42 lindt for a two-week period 

and that scane employee puts in overtime in tho f i r s t woek enough to moke that 

week's pay total more than |21 , the employer may cut tho second week's working 

hours enough to keep the employee's salary or xvage for the whole poriod at |42 . 

i 

--„,, "This does not mean, of course, that an employee cannot work as much over­

time as may be required. There i s nothing in, ^ny part of tho V/ago and Hour law 

prohibiting overtime or setting any arbitrary limit on hours that may legally be 

worked^ so long as the required time and a half is paid." :,...,.-. 

The time-off plan cannot be followed when workers are paid- ench v/eek, since 

according to the law an employee's overtime conpensaticn ccBnot be carriod over 

from one pajr period to -.another. It can be usod, of course, with bi-weekly, 

semi-monthly, or monthly pay periods. (4876) 



"Under the 'pre-payment' system," continued the Administrator, "the employee 

i s paid a l i t t l e more each payday than he ac tua l ly has earned. The d e t a i l s of 

course are a l i t t l e more complicated than th i s and are explained in fu l l i n the 

addition to Ir^terprotative Bullet in No. 4 . But in effect , the advance pjaym.ents 

build up a reserve of 'overtime due . ' For instance, tho onployoe's regular hourly 

ra te may t o t a l but $19.50 for an overage week's woi'k. The employer, hov/over, pays 

him $21, or $1.50 more tha.n roquired. Perhaps the employoe wi l l work for three 

weeks on th i s b a s i s , thus actually receiving an advejice of $4.50 on work not yot 

performed. Aid then comes a rush job, and so the extra hours that the eii5)loyee 

must nov/ work overtime- are charged off at tim© and a half the regular r a t e , 

against the $4.50. Should tho job underway ca l l for even more than that sum wil l 

pay for , the employee must be paid his ful l conpensaticn for the 'over-overtime' 

at the next regular payday. 

"In other words, the employee i s guaranteed a basic wage each week. He 

knows he wi l l got i t , and the r e s u l t of t h i s knowledge on his pa r t , from the 

s ta idpoint of morale end consequently incre-P-sed efficiency on the job, is too 

obvieuri to require further elaboration by me." ,, 

Coi;!pv.,nse..tion for salar ied eE-,ployecs nay also be fixed in accordanco with 

these constant -vvs.ge systems. And v/here applico.ble e i the r to sa lar ied workers or 

hourly wage-eamjors, the t ine off and prepaymont plans may be used in conjunction 

with each o t h e r . However, in no circuiiisttnce may timo off be given in one week 

to balance overtime in anotlier week, if tha t time off i s charged against siok 

leave, vacation period, or holiday v.'hen the v/orker would normally be released 

from v/ork. 
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