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The Emxecutive Order establishing & 48-hour sechedule as the standard
vorkweek in the United States was limited in its appliecation, by
authority of the Var Manpower Commission, to only a small segment

of imdustry. Not oaly wvas its application restricted to 32 designated
labor market areas, but provision vas made for exemption - gemerally
on as establishment besis - wherever the Var Mampower Commission deemed
ite appliecation insxpedient or umneseessary.

The petential inflatiomery effeet of the overtime premium upon wage
paymente is, therefore, rather megligible besause of the restricted
geogrephie application of the Executive Order and imdustry or establish-
nont emsmpiion within tight labor market areass} beecause the overtime
provisicns of the Fair Labor Standards Act do not eover broad areas of
} and beesuse a large part of industry (memufacturing,
partisularly) vas already working beyond 40-hours and paying overtime.

Veekly hours actually worked in the durable memufacturing industries
averaged 46.2 in December 1942. The scheduled workweek in these
industries, therefore, gemerally averaged 48 hours or more - actual

hours reported necessarily average less tham ssheduled hours because of mew
hiree, separations and absenteeism. Even in the mondurable goods inm-
dustries, vhich averaged 42.1 hours of astual work im December, mamy
establishments were operating om 44 and 48-hour sohedules.

Hov small the potemtial inerease in pay rolls in mamufagturing would be is
indicated by an ostimate of the Bureau of Labor Statisties, whish shows
that if the Exscutive Order was eaforeed in all areas of the ecumtry, with-
cut any exemptions, factory pay rolls would rise by less than 3 percem$, or
lees than $§750 million on an anmual basis. (8ee attached table).

Therefore, vhile it is true that an individusl formerly working 40 hours
would receive a pay inerease of 30 pereemt if he worked 48 hours and received
time and a half overtime, the figure of 30 percent is not significant either
from the cost point of view of the preduser or from the point of view of

the problem of inflation.
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There 18 not ~ven a prima facle case for the argument that the payment of
overtime will nece:sarily require an adjustment of nrice ceilings now in
elfact. At most, vwapge nayments for a manufacturer would be inoreased by
8 1/3 sereent - on the assumption that previously he was operating 40
hours nnd paying no overtime and, unier the Bxecutive Order, would now pay
Lime-end-one-half on 2 a’ditional hours. The effect of the overtime wage
premium would be considerably smaller percentagewise because of the fact
that labor costs are only a fraetion of total costs of production,
Detailnd studies of iniividual industries and firms would be necessary to
prove that commodity price ceilings would need to be increaced in any
particular case.

The mere fact thut many plants preferr~d to remain on a 4O-hour schedule
is not conclusive proof that the overtime provision of the Fair Labor
Standards Aot was prohibitive from the point of view of production costs.
Many other factors accounted for the decision of firms to remain on a
4J0-hour scheduls. In an increasingly tight labor market, many firms
vanted to retain a labor reserve to cover future losses to the armed
services or tc other industries. Many firms were not under pressure to
extend hours because, even though they were losing workers to industries
offering higher waekly =arnings, their volume of output was deelining,
In many instances, workers were villing to remain in such establishments
because, especially in the case of women, considerations of health and
houseiiold responsibilities made overtime work undesirable. Murther, in
many establishments, the operating process was adjusted to a 40-hour
schedule and it was convenient to continue on that basis as long as
possible. (The contimuous-process industries are special examples; more
typical cases are to be found in the nondurable manufacturing group).

The amount of overtime premium to be paid because of the impaet of the
Executive Order is so negligible that it is a minor consideration in the
eneral problem cf inflation. It was the curtailment of consumer goods

in a situation of mounting wage payments) which gave rise tc the
inflationary gap, now estimated at between fifteen and twenty billion
dcllars. Further curtailment of eonsumer goods will intensify the
inflationary danger more than the incressed wage payments attributable
to the Executive Order. Hence the argument that the Order is infla-
tionary because individwal workers will receive 30 percent additiomal
vage payments for producing (approximately) 20 percemt more output is
not particularly relevant because it is highly unlikely that the volume
of consumer goods will be maintained. The inflationary effect of the
Order could be immobilised by payment of the overtime in the form of war
bonds. But the general problem of inflation is little changed by the
Order. Taxation, rationing, compulsory savings, cost subsidies and other
devices are the measures of control by which the general problea of
inflation is (and should be) approached.
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