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U. S. DEPARTMENT OF LABOR
WLGE AND HOUR DIVISION
Washington
WAGE-HQUR ADMIKISTRATOR DISCUSSES "CONSTANT“".‘JAGE'.' PLAN§ :

i In response -to requests for information ,qoncerning the extent to w‘u ch a
"coﬁstant wage" may be maintained by firms subject to the provisions of; the Fair
Labor Standards Act, Colonel Philip B, Fleming, idministrator, Wage and Hour
Division, U, S. Department of Labor, today rel"e'ased details of methods which,

| -
if not abused, would allow their users to maintain = constent wage end satisfy
the striet requirements of the law, |

Full discussions of the plans ax.'e conteined in newly iésuad parsgrep hs
éuppleﬁxenting Wage 'aﬁd Hour Division Interpretative Bulletin Ho, 4, which
expleins the meximum hours and overtime provisions‘of Section # of the Fgir
Labor Stendards Act, :

"Since the Fair ‘Labor Stendards Act went into effect in Qetober, 1938," °
Colonel Fleming stated, "many emp.loyers have informed the Division thet it is
gndesirable to pey workers 'in industriss having seasonal fluctustions a big
wage * during pesk weeks, then to cllow this to dwindle to & few single dollars
in the offeseasons ‘'Constent wage' plsm,:s; whe reby & worker's income is
distributed evenly throughout the entire year, wore sought for as a solution.
In Congress last session legislation was introduced to allow sur;h plc..n_s to be
written Into the Fair Lebor Stendards Aet; as is well knevm, this legislatipn
d#d not jesse ; ‘

"Dowever, we have found that some payn{ent plans sceking u constant wage as
their objestive may be in wccord with the present law, end if followed
legitimately théy will bencfit employee end omployer elikes"
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According to_ the Fair Labor Stendards Act, employees whose work touches eny
phase of production of goods which wi 11 move in irterstate commerce must be paid
& minimum wage of thirty cents an hour, with campensation at time and & half
their regular rate of pay'for ell hours worked in excess of forty-two in eny
single week. Averaging of hours from one week to another is not -permissable;

& single wsek remeins the yerdstick for caleulation of compensation due. Nor cean
pey for overtime be withheld by the employer past the peyday covering the work-
week or workweeks in w};ich the overtime was sarned.

"$t1l ébserving these provisions," Colonel Fleming explained, "it is
possible .in' many casevs for an employer to give his workers the benefit of constent
wagess One method thet would come within the present law mey be eal led- the
'time off' plan, described fully in the smondod bulletin No. 4. The second method,
also described in the bulletin, cells for 'prepayment®’ of overtime wages.

"Using the 'tims off' method an employer may so control working haurs in %is
plent that even with overtime compensstion figured ot the time end a helf rate
paycheck‘s for workers will not excecd a stated amount. For example, where an
employer wishes to sct un employee's pay ut o $42 limit for o two-weck period
and that seme emﬁloyec puts in overtime in the first woek enough to moke that
weck's pay total more then $21, the emp loyer mey cut the second week's working
hours enough to keep the employee's salary or wage for the whole period at §$42.

* "This does not meen, of course, that wn employee cemnot work as much over= .
time os maj be Areq«uir'ed.. There is nothing in eny purt of the Wege ond Hour law
prohibiting overtime or set‘ting;‘any erbitrery limit on hours that mey legally be
worked so long us the required time end e half is peid."

The time-off plen cennot be followed whez.l workers cre palid esch week, since
according to t;,he lew en employee's overtime compensation cemnot be cerried over

from one pey period to -another. It cen be used, of course, with bi-weekly,

semi-monthly, or monthly pay periodse (48786)
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"Under the 'pre-payment! system," continued the Administretor, "the employee
is paid & little more each payday then he actuslly has earned. The detsils of
course are a little more conhlplicated then this and ere explained in full in the
addition to Inpterpretetive Bulletin No. 4. But in effect, the advance peyments
build up & reserye of 'overtime dues! For instance, the employce's regular hourly
rate may total but $18.50 for en everage week's work. The employer, however, pays
him $21, or $1.50 more than required. Perheps the cmployee will work for three
weeks on this basis, thus actually receiving an edvence of $4.50 on work not yet
performed. Aand then comes & rush job, and so the extrs hours thet the employee
must now work overtime cre churged off at timé and o helf the regular rate,
ageinst the $4.50s Should the job underwey cell for even more than thet sum will
puy for, the employce must be paid his full compensstion for the 'over~overtime'
at the next regulur paydeoye.

"In other words, the employee is guaranteed o basic wage each weeke. He
knows he will got it, and the result of this knowledge on his part, from the
stedpoint of morale end conseguently increased efficiency on the job, is too
obvious to require further elaborstion by me."

Componsation for salaried employecs may olso be fixed in saccordence with
thesc constant woge systems. And where applicable either to salaried workers or
hourly wagc=-earncrs, the timé of f end prépayment plons mey be used in conjunction
with each other., However, in no circumstence may time off be given in one week
to belance overtime in another week, if thet time off is charged against siok

leave, vecetion period, or holidey when the worker would normelly be releesed

from work.
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