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ABSTRACT 

This thesis will focus on the study of the working class poor 

minimum wage and the impact it has had on their income. The study 

begins with the historical background of the minimum wage from early 

colonial times until the changes of the minimum wage law of 1993. It 

analyses the reasoning of creation of minimum wage legislation and the 

economic principles of the period. 

Chief Justice Hughes said in in West Coast Hotel Co v. Parrish 

300 U.S. 399: 

The exploitation of a class of workers who are in an unequal 
position with respect to bargaining power and are thus 
relatively defenseless against the denial of a living wage is 
not only detrimental to their health and well-being but casts 
a direct burden for their support upon the community. What 
these workers lose in wages the taxpayers are called upon 
to pay. The bare cost of living must be met. {Interim Report 
111) 

The purpose of this study is to investigate the important studies of 

minimum wage to determine if a living wage has been provided for the 

working class poor and the impact that minimum wage has had on 



poverty and income distribution. This study will analyze and attempt to 

determine the impact to workers such as disemployment and 

unemployment and the effect of other programs related to the low wage 

earners such as government transfers. 

As this study indicates, the value of minimum wage to the low wage 

worker is the provision of a living wage. Previous studies did not 

adequately indicate impact of disemployment or unemployment have on 

minimum wage. The data from the literature review indicates that any 

impact of disemployment occurred only to teens aged 16-19. 

A change in distribution of income does not occur in any great 

significance as a function of raising the minimum wage. Prior studies 

indicated that minimum wage workers are across all deciles of income 

and that the low wage worker can be found in all categories. Distribution 

of income does not reflect minimum wage increases to those workers who 

are below the poverty line because of government transfers. 

The author reasons that minimum wage is a necessary ideal 

because of potential unfair labor practices that can occur without it, that 

the author thinks that there is a moral obligation of any nation to care for 

its working class poor. However, the data indicates that there may be 
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more efficient ways in which to distribute income to the working class 

poor. Data appears to indicate that family size and education attainment 

are critical to solving poverty of low wage workers. 
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Chapter 1 

INTRODUCTION 

Every man has a right to life; and this means that he has 
also a right to make a comfortable living. He may by sloth or 
crime decline to exercise that right; but it may not be denied 
him. We have no actual famine or dearth: our industrial and 
agricultural mechanism can produce enough and to spare. 
Our government, formal and informal, political and 
economic, owes to everyone an avenue to possess himself 
of a portion of that plenty sufficient for his needs, through his 
own work. 

Franklin Delano Roosevelt at the Commonwealth Club 
San Francisco, California, September 23, 1932 
( Interim Minimum Wage Report to the President 2) 

Wage earners in the United States have played an important role in 

the life and growth of the national economy. Beginning in colonial times 

with a work ethic brought from the European countries, American wage 

earners sought to contribute to the growth of industry and American 

society. Working for a wage was considered a source of honor and pride 

in colonial times. The worker was responsible for taking care of his fam ily 

and providing a living wage so that society would not have to care for the 

fam ily under relief acts such as England's Poor Act of 1620 (Groner 32) . 
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The Industrial Revolution brought to America new prosperity and 

technology. The revolution also brought an increased social 

consciousness of a labor force which occasionally conflicted with the 

economics of manufacturing companies. Disagreement arose on the 

minimum age for a worker to be allowed to work in a factory and how 

many hours a day all workers could be allowed to work for their safety and 

productivity. The fact that women and children received different wages 

for the same hours of work and same work done by men in the same 

plant was also at issue. Individual states and the Congress of the United 

States questioned if they should interfere with the right of entrepreneurial 

ownership. A minimum wage and a maximum hour schedule were 

demanded by reformers so that workers could earn a living wage and 

have time to spend it. As early as 1830 in the United States these were 

all issues which were debated between reformers, businessmen and 

legislators (Andrews 9) . 

The History of Minimum Wage 

During Colonial times, production of goods was limited to 

what the manufacturer could produce for his family and for the 
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community. Few manufacturers employed others, but those who did, paid 

the worker a low wage and treated the worker as family. Because the 

individual states had traded with England and other countries as colonies, 

the practice of individual trade agreements and tariffs was common. By 

1776 free-flowing commerce without government interference was 

considered very important by the Continental Congress and the individual 

states (Groner 40) . 

Congress was charged with the responsibility of interstate 

commerce by the Constitution, but not intrastate commerce. States were 

left to legislate commerce produced and distributed within the 

geographical boundary of the state. A national policy of labor was not 

established until 1888 when the first subdepartment of labor was created 

under the Department of the Interior. Until that time there was no state or 

national policy regarding workers, wages or hours in the private sector 

(Groner 42) . 

The economic principle of "laissez-faire" was the prevailing 

principle of early American commerce. Adam Smith, considered to be the 

father of modern economics wrote a book called An Inquiry into the 

Nature and Causes of the Wealth of Nations in 1776. Alex Groner 

wrote in his book The History of American Business and Industry 



By a coincidence of history rather than of forethought, two 
documents made their appearance in 1776. Which one had 
more enduring significance remains moot- The Declaration 
of Independence, published July 4 in the American colonies, 
or Adams Smith's An Inquiry Into the Nature and Causes of 
Wealth of Nations, published in the spring of that year of 
ferment. (32) 

4 

Adam Smith believed that a free market system which allowed workers to 

make goods, sellers to buy goods and owners to make a profit would 

result in a productive society. He wrote in An Inquiry into the Nature and 

Causes of Wealth of Nations: 

All systems either of preference or of restraint, therefore, 
being thus completely taken away, the obvious and simple 
system of natural liberty establishes itself of its own accord. 
Every man, as long as he does not violate the laws of 
justice, is left perfectly free to pursue his own interest his 
own way and to bring both his industry and capital into 
competition with those of any other man or order of men. 
(qtd in Bartletts 326) 

Smith believed that labor was to be considered a production cost 

just as raw materials and machinery were costs, and that businesses 

should be allowed to set the price of the item based on production costs 

and profits and sell the product in a competitive marketplace. Workers in 
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the plants should be able earn a spendable wage, purchase products and 

the market allowed to flow freely without government interference. Smith 

was critical of government interference such as the British system of 

tariffs, British colonization and other interferences of free trade. Smith 

wrote in An Inquiry to the Nature and Causes of Wealth of Nations that: 

It is not from the benevolence of the butcher, the brewer, or 
the baker that we expect our dinner, but from their regard to 
their own interest. We address ourselves, not to their 
humanity but to their self-love. (qtd in Bartletts 326) 

Beginning in the 1820's the Industrial Revolution brought new jobs 

and wages into communities. The "Lowell Experiment", a mass 

production factory in Lowell, Massachusetts, made changes in the New 

England countryside. Not only were men employed in the textile plant, 

but also young women from farm families were employed. Rules of the 

plant included that the young unmarried girls were chaperoned, educated, 

and taken to church on Sunday as well as paid a good wage. Money from 

the work at the plant was required to be sent home to the farm families by 

these young, single girls and the wages they earned supplied much relief 

to the families. Generally, the work in the plants was comfortable and the 
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girls were allowed to read when they were not busy on the looms 

(Andrews 30) . 

By 1830 trade competition in the textile plants began to change the 

wage structure and working conditions. Immigrant labor began to replace 

farm girls as workers and the hours were extended to twelve hours a day. 

Overcrowding was common and employee safety in the plant was 

ignored. The attitude of the American population, Congress and the 

Supreme Court was to leave private industry alone to work out wages, 

hours, and working conditions with its workers (Andrews 32) . 

Low wages, child labor and unsafe working conditions were the 

common practices after 1830. Public sympathy began to grow for shorter 

hours and higher wages in the plants. President Van Buren issued an 

Executive Order in 1840 to limit the work day to ten hours per day on 

government projects but no laws were passed for the private sector. By 

1872 both the Republican and Democratic parties had incorporated a 

maximum eight hour day for government projects in their campaign 

platforms. Federal laws were passed in 1868 which prohibited the public 

sector from working more than eight hours a day but the Supreme Court 

nullified the act by declaring that companies who worked for the 

government were not required to follow the law (Minimum Wage Vol II: 15) . 
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Trade unions began to gather strength in the 1880's and the 

Knights of Labor admitted the first women members in 1881 and 

appointed a women representative to investigate the concerns and wages 

of women workers in the factories. The Populist Party, a social change 

political party seeking reforms from abuses in labor and farming, was 

formed by the Knights of Labor in 1892 and the Farmers' Alliances. The 

party promoted an eight hour work day, an increase in the amount of 

money in circulation by the government, and the printing of paper money. 

The Populist party did not win the presidential race but it did receive over 

one million votes in 1892 and was successful in obtaining several state 

offices. By 1896 the Democratic party had taken over the social reforms 

that the Populist Party had advocated and the Populist party gradually 

dropped out of existence. 

Harold Metz reported in his book Labor Policy of the Federal 

Government that Congress established a Bureau of Labor as part of the 

Department of the Interior in 1884 to collect data regarding wages and 

information of workers as a "means of promoting their material, social, 

intellectual, and moral prosperity" (7). The bureau had no regulatory 

powers. Congress changed the name of the bureau in 1888 to the 

Department of Labor but did not give it cabinet rank status 

(Congressional Record 132) . 



Public indignation was aroused for minimum wages, child labor 

and working conditions for women when a tragic fire broke out at the 

Triangle Shirtwaist factory in New York in 1911 . The fire enveloped the 

building where garment workers were sewing and 145 men, women and 

children were trapped inside the building. However, the only immediate 

result of the tragic fire was legislation in New York State prohibiting 

workers working in unsafe conditions with no fire exits. A witness to the 

fire was Frances Perkins, who was the Executive Secretary and principal 

lobbyist for the New York Consumers' League. Perkins was to become 

the first woman Secretary of Labor in 1933 (Volume II 12). 

8 

The first state to pass minimum wage legislation and child 

protection laws was the state where the Lowell experiment began. In 1912 

Massachusetts passed legislation which established a minimum wage for 

women and maximum hour regulation for children. Eight other states 

quickly passed legislation which was similar in language to 

Massachusetts. Andrews in her book, Minimum Wage Legislation, 

described the mood of the day as being concerned about the health and 

welfare of women and children. She noted that the states were 

concerned about a living wage which should be the minimum wage for all 

workers. She quoted the National Conference of Charities and Correction 



by the Committee on Standards of Living and Labor with the following: 

The monetary equivalent of a living wage varies according to 
local conditions, but must include enough to secure the 
elements of a normal standard of living; to provide education 
and recreation; to care for immature members of the family; 
to maintain the family during periods of sickness; and to 
permit reasonable saving for old age. (9) 

9 

The United States was not the only country considering and 

adopting minimum wage laws. Great Britain had passed the British Trade 

Board Act on October 20, 1909 and the Coal Mines Act on March 29, 

1912. The New York Factory Investing Commission wrote to the Board of 

Trade in London asking questions regarding the minimum wage laws. The 

Commission wanted to know the answers to four questions: 1) Does the 

minimum wage become the maximum; 2) How much unemployment 

results from such legislation; 3) Do such laws tend to drive industry from 

the state; and 4) Do minimum wage laws results in decreasing efficiency? 

(77) The Secretary of the Board of Trade replied that while the Trade 

Boards act had only been recently legislated, the Board felt that 

employers had not reduced the wages to the minimum wage as a whole; 

that unemployment had not resulted from establishing a minimum wage; 

that manufacturing had not been transferred to other countries such as 
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Ireland; and that workers were no less efficient than before the minimum 

wage was enacted (78). 

Great Britain's laws of minimum wage covered all workers, both 

male and female: whereas all the laws written in the United States 

covered only women and children who were considered incapable of 

organizing and speaking for themselves. 

One of the primary reasons for the lack of interest in minimum 

wage and minimum hours for men in the United States was the belief that 

men should be members of the American Federation of Labor and could 

negotiate their wages through individual bargaining even though the right 

to collective bargain was not yet law. Samuel Gompers, head of the AFL 

from 1886-1924, wrote in his book Labor and the Employer in 1909: 

I trust no one misapprehends my position as far as to 
believe that I favor a government enactment of a "living 
wage" for wage-earners in private employ, for, as a matter of 
fact, I recognize the danger of such a proposition. The 
minimum would become the maximum, from which we 
would soon find it necessary to depart. 

In laying the basis of, or giving a definition for this 
discussion I submitted the following; "a minimum wage- a 
living wage which, when expended in the most economical 
manner, shall be sufficient to maintain an average-sized 
family in a manner consistent with whatever the 
contemporary local civilization recognizes as indispensable 
to physical and mental health , as required by the rational 
self-respect of human beings. (58) 
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The Supreme Court affirmed what Gompers and his AFL members 

believed. All of the laws, except a Massachusetts law, written from 1913-

1920 pertaining to minimum wages and minimum hours were declared 

unconstitutional by the Supreme Court. The Report to the President by 

the Minimum Wage Commission reported that : 

It was feared that a reliance on government would dilute the 
negotiating strength with employers and leave workers 
vulnerable to subsequent wage reduction as government 
policy changed. (Vol. 11: 11) 

Public support for minimum wages and hours was present even when the 

laws were constitutionality declared invalid. California manufacturers who 

were no longer bound by legislation, continued to support the wage and 

hour system provided by the voided law. Legislation of wages and hours 

was considered a violation of the individual's right to the Fifth Amendment 

to make a contract, and that having to pay a "living wage to women was 

an unacceptable interference with freedom of contract as implied in the 

Constitution" ( 12). 

The Sherman Anti-Trust Act of 1890 began a new trend of the 

public thinking away from the old "laissez-faire" approach thinking of 

economics and interference into business. While this law and other 

antitrust laws were not used extensively until after 1900, the American 
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public was beginning to see that non-government interference was 

leading to monopolist practices. By 1911 Standard Oil was broken up and 

other companies such as General Electric, U.S. Steel and National Cash 

Register had court cases pending against them. John Groner writes in his 

book The History of American Business and Industry that the worker did 

not benefit from the successes of their companies, and a study in 1890 

reported that more than half of the nation's wealth was held by one 

percent of its families ( 216). 

In the quest for higher wages, shorter work hours and better 

working conditions, labor unions began to become more vocal and violent 

in the 1880's. In 1886 the McCormick Harvesting Machine Company and 

labor had a dispute which resulted in police killing several strikers in 

Haymarket Square in Chicago. Carnegie Steel was the site of a battle 

between strikers and police in 1892 when ten strikers were killed. When 

laborers at Pullman went on strike, the federal government called out 

troops to stop the violence which had resulted in property damages of 

$80,000,000 (Groner 218) . 
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The Age of Labor Reformation: 

Reformers continued to press for minimum wages, child labor and 

maximum hours. A cabinet position was given to the Department of Labor 

as a separate department in March of 1913. It was given the directive Hto 

foster, promote, and develop the welfare of the wage earners of the 

United States, to improve their working conditions, and to advance their 

opportunities for profitable employment" (Metz 8). The Secretary of Labor 

was a representative of organized labor from 1913 until 1933. Congress 

passed its first minimum wage legislation for women and children in the 

District of Columbia in 1918 (Congressional Record 6) . 

Businessmen such as John Bates Clark continued to debate the 

issue of minimum wage in 1913. Clark wrote in the article" The Minimum 

Wage" in The Atlantic Monthly that: 

Of pending measures of economic reform , few appeal so 
strongly to public feeling as does the minimum-wage act, 
and perhaps none has a better right to appeal to it. If in 
every large city thousands of persons must continue to work 
hard and get less than a living, the fact in an indictment of 
civilization. (289) 

Clark continued his essay by questioning if minimum wage could be 

legislated into effect when business could not support the law and stay in 



business. He continued: 

... Whoever will support a law which fixes minimum rates of 
pay needs first to assure himself that the thing can be done, 
... it is safe to say no one at present can be sure enough 
that it is not workable to justify him in definitely rejecting it. 
(289) 

14 

Minimum wage and minimum hours became a less popular issue 

for workers and reformers during World War I. Employment was high, 

wages were higher and almost everyone who wanted a job could get one 

that would pay a good wage. Workers were called upon to produce more 

goods, more quickly than ever before. However, at the close of the war, 

the demand for all the goods to be produced dropped and workers began 

to lose their jobs and the wages began to slide. Frances Perkins wrote in 

her book People at Work : 

After the war and the high prices and markets so great that 
they could not be satisfied, it was natural to expect a 
recession. The recession came. The huge government 
plans were cancelled and plants which had been running 
overtime on war work began to throw off men by the 
thousands. (70) 

In 1919 nearly one in four wage earners worked in manufacturing. 

As orders decreased for products, companies began laying off workers, 

increasing hours of existing workers and cutting salaries. According to 
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Groner industrial production had dropped from its 1920 peak of 119 per 

cent of the 1914 base to 102 per cent in the second quarter of 1921. 

Between 1920 and 1921 the wholesale price index suffered a 33 per cent 

drop. Unemployment jumped from 3 million in 1919 to 4.74 million in 1921 

(273) . 

War debts unpaid by European countries to the United States, tight 

money supply, farmers borrowing too much based on war time economy, 

labor strikes, and buying too much stock on credit inevitably led to the 

collapse of the stock market in 1929. While business continued to 

produce durable goods from 1922-1929, wages did not rise in conjunction 

with the increase in production. Production of durable goods increased 

65% from 1922-1929 (290). Among workers and the general population, 

however, "almost four fifths of all Americans could be considered as 

having little or no discretionary income" (290). As a result, companies 

produced more, stockpiled more goods, cut hours and pay of workers and 

eventually, many of the plants drastically cut production or ceased 

business altogether. The course was set for the Great American 

Depression ( 292) . 



Perkins wrote: 

The Bureau of Foreign and Domestic Commerce of the 
Department of Commerce reports that wages suffered the 
most severely in the general decline since 1929 with a falling 
of 60 percent in those industries in which it was possible to 
segregate this item. Salaries dropped 40 per cent, much 
less rapidly than wages, with the most severe curtailment 
occurring in 1932. Wages totaled $52,793,000 in 1929; 
$48,582,000 in 1930; $40,896,000 in 1931; and 
$31 ,533,000 in 1932. (104) 

She noted the figure of employment sank to 38.4 percent when 

payroll actually decreased to 58.6 percent, indicating that wages had 

dropped even lower than employment (104). 

16 

President Hoover maintained the position of earlier day "laissez­

faire" economists and declared that the system would have to cure itself 

of its own cancer. He refused to interfere with private businesses and 

would not grant relief aid to unemployed workers. He routed army 

veterans from Washington with troops and declared that prosperity was 

just around the corner. Feeding the hungry, unemployed wage earners 

and their families fell to cities and states, whose relief systems were soon 

overburdened. 

Fortune wrote a lengthy expose, on the poverty and 

unemployment of families in 1933, entitled" No One Has Starvedu. The 



following are statistics from that article: 

• California: Los Angles last winter had 151 ,00 unemployed 
registered, of whom 60,000 were heads of families. May 
relief expenditures in Los Angles were $638,207 ; in San 
Francisco $564,737; in Oakland $107,734. 

• Missouri: In March the Governor estimated that 100,000 
were unemployed. May relief expenditures were $259,298, 
in Kansas City $69,192. In St. Louis relief agencies dropped 
13,000 families from their load of 25,000. Approximately 
one-eighth of the city's population faced starvation and 
eviction. 

• Georgia: Atlanta had 4,000 families on relief in December. 
Relief needs for thirty weeks were estimated at $1,200,000. 
Contributions were only $590,000. In June 20,000 people in 
Atlanta and Fulton County were abandoned when a county 
appropriation was withdrawn from the budget. 

• New York: Ninety-five persons suffering from starvation 
were admitted to city hospitals in 1931 , of whom twenty 
died; and 143 suffering from malnutrition, of whom twenty­
five died. Housing is, of course, with the general lowering of 
standards and doubling up of families, worse that it was 
during the boom. About 1,000,000 of the city's 3,200,000 
working population are unemployed. 

• Detroit: The great majority on relief are laborers but Detroit 
also carries or has carried forty-five ministers, thirty bank 
tellers, lawyers, dentists, musicians and "two families after 
whom streets are named." Riots, chiefly employments riots, 
have been fairly common with bloodshed in at least one. 
( 19-28) 

The article concluded by blaming the current administration for a lack of 

purpose, direction and funding which led to the dire situation of that 

17 



winter. The article prophesied that American industry would have to pull 

itself out of the depression without help from the presidency and that a 

thirty hour week was the most important new development of the 

depression for workers (84) . 

18 

By 1932, wages had hit a new low and the percent of unemployed 

had reached a new high. Men and women wage earners were 

experiencing a decline in wages and living conditions. In the book 

Productivity, Wages and National Income Spurgeon Bell wrote the 

following: 

While such technological procedures have been instituted by 
business enterpriser with a view to making profits for 
themselves rather than for the express purpose of raising 
standards of living, the theory has been that the latter 
objective is none the less automatically realized. The 
increasing efficiency in production makes possible an 
expansion of output which is supposed to result in higher 
standards of living and increasing employment resulting 
from new demands. 
In recent times, however, the process by which new 
technological developments are transmitted into higher 
standards of living has obviously not been working smoothly. 
Even before the coming of the great depression, there 
appeared to be some doubt as to whether the system of 
wealth production and distribution was operating with 
maximum effectiveness. (164) 
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FDR and the New Deal: 

Democrat Franklin Roosevelt was swept into office in 1933 by promising a 

"New Deal." He said in a radio address in 1932: 

These unhappy times call for the building of plans ... that 
build from the bottom up and not from the top down, that put 
their faith once more in the forgotten man at the bottom of 
the economic pyramid. ( Radio Address April 7, 1932 qtd in 
Ba rt letts 648) 

Roosevelt took office in the midst of a terrible economic depression; 

13,204,000 workers were unemployed and 15,071,000 were part time 

workers (Berstein 2}. 

Roosevelt may have been impressed by a different economist. 

Dexter Perkins noted in his book The New Age of Franklin Roosevelt, 

1932-45 that a British economist of the day, John Maynard Keynes, had 

written to the president telling that only an infusion of government money 

into the economy would save the country from the deepening recession 

of 1937 (66). According to Perkins, the president only gave a perfunctory 

response. Perkins indicated that the Roosevelt was an "opportunist rather 

than wedded to any theory " (66) . Exactly how much influence that 

Keynes had on Roosevelt is not clear, but some of the principals of 
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Keynes were employed by Roosevelt in his planning to repair the 

damaged economy. Jacob De Rooy, in his book Economic Literary. What 

everyone needs to know about Money and Market describes Keynes 

philosophy as "animal spiritu- meaning the public optimism or pessimism 

that pervades a market place (209) . Described by later economists as 

"business confidenceN this type of economic theory concluded that if 

business as a whole and the public saw the market place as properous, 

they would continue to invest and spend in such a market place; if 

business confidence was bad, the reverse would be true (209). Keynes 

was also a bel iever in government using its buying power to interfere with 

private markets to stabilize economies (327). Alan Brinkley reported in 

his book The End of Reform: New Deal Liberalism in Recession and War: 

But while Keynes' own influence in America was relatively 
limited in the winter of 1937-38 a set of ideas closely related 
to his was emerging from other sources and was slowly 
gathering substantial support both with in the administration 
itself and in the larger liberal community .... The foundation of 
what would eventually become known as the "Keynesian 
approach• were two broad assumptions about the 
economy ... One was the bel ief that consumption, not 
investment, was now the principal engine driving the 
industrial economy and hence the principal social goal 
toward which public efforts would be directed. The other was 
the conviction that public spending was the best vehicle for 
fighting recession and economic stagnation. The two ideas 
emerged separately, but by the late 1930s they were 
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becoming fused. (66) 

One of his Roosevelt's first steps was to appoint Frances Perkins 

as Secretary of Labor, the first woman to be appointed to a cabinet 

position and the first Secretary of Labor who was not a representative of 

organized labor. Perkins, who was a graduate of Mt. Holyoke College and 

Columbia University, had also worked in the slums of Chicago at Hull 

house (Berstein 11-12). She had been Industrial Commissioner in New 

York under Governor Al Smith and had taken the position of the welfare of 

the worker (13} . She believed as did Roosevelt that underconsumption 

was the issue and that more workers needed to return to work, working 

shorter hours so that the workers could buy the stockpiled goods of 

manufacturers. Perkins said: 

The Department of Labor of the United States is dedicated 
to achieving a good life for the wage-earners of America. It 
has become increasing clear that national recovery can be 
made permanent only on the basis of an internal market 
great enough to absorb the products of our industry and our 
farms. (223} 

Roosevelt saw his task, besides restoring public confidence in 

themselves and government, as a three-pronged approach. He 

determined that government regulation of business, government 
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mandates in hours and wages, and public works projects could solve the 

problem, and he directed Perkins to begin work on legislation to help the 

workers (18) . Almost immediately after taking office, Perkins meet with 

Senator Hugo Black of Alabama who had introduced a bill in Congress 

known as the Black Bill. The bill called for a mandatory 30 hour work 

week for all workers, as recommended by the AFL. Roosevelt felt that this 

was unworkable for industry because not all industries could scale their 

production to meet this schedule. Industry was opposed to the Black bill 

because it did not contain a floor for wages while it placed a ceiling on 

hours. The Black bill passed the Senate but did not pass the House, due 

to lukewarm support from the President and opposition from industry (24-

25). 

By May of 1933 a new bill was drafted by Perkins and Roosevelt 

called the National Industrial Recovery Bill. Its objective was to act as a 

vehicle for "a great cooperative movement throughout all industry ... to 

obtain wide reemployment, to shorten the working week, to pay a decent 

wage for the shorter week and to prevent unfair competition and 

disastrous overproduction" (30). Perkins wrote in her book: 

During the spring of 1933, I had over five hundred letters 
from employers saying something like this: "Can't you do 
something about the wages in our industry? We, in our 



plant, are being ruined by competition which is paying less 
than a living wage. Can't you do something about this?" 
(142) 
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The National Industrial Recovery Act was amended and made into law on 

June 16, 1933. Supported by both the U.S. Chamber of Commerce and 

the AFL, the legislation marked a change in the attitude of government 

and the public toward the wages and hours of workers. Title 1, Section 

7(a) of the National Industrial Recovery Act said: 

Every code of fair competi1ion, agreements, and license 
approved, prescribed, or issued under this title shall contain 
the following conditions: (1) that employees shall have the 
right to organize and bargain collectively through 
representatives of their own choosing, and shall be free from 
the interference, restraint, or coercion of employers of labor 
or their agents, in the designation of such representatives or 
in self-organization or in other concerted activities for the 
purpose of collective bargaining or other mutual aid or 
protection; (2) that no employee and no one seeking 
employment shall be required as a condition of employment 
to join any company union or refrain from joining, organizing, 
or assisting a labor union of his own choosing; and (3) that 
employers shall comply with the maximum hours of labor; 
minimum rates of pay, and other conditions of employment, 
approved or prescribed by the President. (Berstein 34) 

With the passage of this bill, Congress had passed legislation providing 

for minimum wage and maximum hours to be established by the 
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President for the first time in history for the private sector. Industries were 

to make their own codes for their industry subject to government approval. 

The Blue Eagle emblem symbolized adherence to the code, and was 

displayed as a sign of patriotism and cooperation throughout the United 

States. 

Congress, industry, the President, labor unions and the American 

people saw the National Industrial Recovery Act as a way of economic 

recovery through teamwork. In its historical account The Minimum Wage 

Commission Report Volume Two by the Minimum Wage Commission in 

1981 recorded: 

Aside from these particular interest, the Act had a general 
appeal as well. Judging from the exceptional number of 
states that followed with minimum wage laws of their own in 
the legislative session of 1933, considerable support for 
wage and hour legislation had already developed since 
1929. The upswing in the economy following the enactment 
of the NIRA could not but affirm their positions. Production 
increased after the NIRA was enacted, and average weekly 
hours were reduced to produce a net reemployment effect of 
2,462,000 jobs between June and October of 1933. These 
increases in employment under the NIRA must have been 
welcomed by large number of Americans considering that 
unemployment was the major concern of the day. (16) 

The Supreme Court took a different point on NIRA when hearing 

the case of Schechter Poultry Corporation v U.S. (Grossman 2) . While 
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this case had nothing directly to do with minimum wage, the court ruled in 

a five to four decision that NIRA was unconstitutional in that it interfered 

with the right of states to control intrastate commerce. 

Franklin Roosevelt saw the court as reactionary and narrow in its 

definition of interstate commerce and determined to change the structure 

of the court by a process known as packing. In February of 1937, 

declaring that the court was behind in their work, the President proposed 

that when a federal judge reached his seventieth birthday, the President 

could appoint a type of co-adjudicator for the court. This system, the 

President claimed, would speed up the judicial process and end the 

backlog of court cases. Ultimately, Roosevelt withdrew his plan under fire, 

but the threat resulted in the resignation of one of the four conservative 

justices and Congress passed a bill assuring the retiring justices full 

retirement benefits. Another justice switched positions on the matter of 

government interference in interstate commerce and minimum wage 

legislation so the door was opened to new legislation. Newsweek 

Magazine reported with the headline "Court: Justices Reverse themselves 

on Wages" in April, 1937: 

This week the Supreme Court of the United States looked 
upon the present-and upon Mrs. Elsie Parrish, a 
chambermaid of Wanatchee, Washington. Her needs and 



her changing world induced five of the Justices-including the 
youngest and the oldest-to reverse four previous decisions 
and to uphold Washington's State's Minimum Wage Act 
(10) . 
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The next minimum wage, maximum hour legislation proposed by 

the Roosevelt administration was the Fair Labor Standards Act in 1937. In 

its original form, the bill provided for an administrator to set minimum 

wage and maximum hours as the NIRA law had done. Senator Black was 

back again to push the merits of the minimum wage law. He said in a 

radio address over NBC on June 7, 1937: 

We know that... minimum wages, maximum hours, child 
labor and working conditions in industry cannot be 
adequately handled by 48 separate State legislatures, 48 
separate State administrations and 48 separate State 
courts ... We have sought and will continue to seek to meet 
these problems through legislation within the Constitution 
(Black 686} 

Black referred in his speech to the Democratic Convention which had 

passed the plank of minimum wage, child labor reform and less hours and 

when facing delays in the voting, he noted: ''This Republican 'do nothing 

yet' policy was overwhelmingly repudiated by American voters in 1936" 

(688) . 
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Robert H. Jackson, Assistant Attorney of the United States, 

appeared before a Joint Congressional Hearing on the Constitutionality of 

the bill on June 2, 1937. He defended the constitutionality by noting the 

powers of Congress in interstate commerce as specifically referred to in 

the constitution as the basis of law (Jackson 526). He pointed out that 

commerce had been regulated since the passage of the antitrust acts 

(527) . Jackson quoted Justice Holmes in the issue of states rights versus 

Federal rights when Holmes said: 

The act does not meddle with anything belonging to the 
States. They may regulate their internal affairs and their 
domestic commerce as they like. But when they seek to 
send their products across the State line they are no longer 
within their rights. If there were no Constitution and no 
Congress, their power to cross the line would depend upon 
their neighbors. Under the Constitution such commerce 
belongs not only to the States but to Congress to regulate. It 
may carry out its views of public policy whenever indirect 
effect they may have upon the activities of the States. 
Instead of being encountered by a prohibitive tariff at her 
boundaries, the State encounters the public policy of the 
United States, which tt is for Congress to express. The 
public policy of the United States is shaped with a view to 
the benefit of the nation as a whole. (529) 

The Senate passed the bill, but the House, whose members had 

not approved of the President's Supreme Court reorganization, refused to 
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pass the bill before the end of the session. The President called a special 

session of Congress in November of 1937 to act on the bill. The House 

sent the bill back to committee and it did not reach the floor until May of 

1938. The misery of the Depression had not passed for the working 

people when Elinore Herrick of the National Labor Relations Board 

reported in a radio address in January 1938: 

When the Industrial Commissioner of New York State, and 
the Director of the State Minimum Wage administration can 
report as they did on December 14, 1937, that the working 
girl who lives alone cannot clothe, feed, house, beautify 
entertain, and educate herself unless she earns at least 
$23.00 a week, yet the average wage scale in an industry 
employing over 25,000 women was only $13.00, and some 
made as little as $6.00, who can say that minimum wage 
legislation is not needed in the north as well as in the south. 
(Herrick 250) 

Finally, after numerous compromises, additions and exceptions, 

the bill passed the House and Senate and was passed into law on June 

25, 1938, with its effective date October 24, 1938 ( Grossman 9) . 
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The Fair Labor Standards Act 

The Fair Labor Standards Act (FLSA) was written to include several key 

elements. These items were administration of the law, exceptions to the 

law, child labor, minimum wage, equal pay for equal work, and the 

establishing of regular work pay, hours in a work week, training wages, 

liabilities, fines and penalties. The law set a minimum amount of money 

per hour based on a standard set of hours. It called for certain business in 

interstate commerce to provide a living wage to their employees who 

were workers, rather than management, and provided rules and 

regulations regarding child labor. Since the date of its original passage, 

the law has been amended by Congress twenty five times (History of 

Minimum Wage 3) . 

The purpose of the law was fully explained in The Fair Labor 

Standards Practice Act "Congressional finding and declaration of policy" 

which states: 

(a) The Congress finds that the existence, in industries 
engaged in commerce or in the production of goods for 
commerce, of labor conditions detrimental to the 
maintenance of the minimum standard of living necessary 
for the health, efficiency, and the general well-being of 
workers (1) causes commerce and the channels and 
instrumentalities of commerce to be used to spread and 



perpetuate such labor conditions among the workers of the 
several States (2) burdens commerce and the free flow of 
goods in commerce; (3) constitutes an unfair method of 
competition in commerce; (4) leads to labor disputes 
burdening and obstructing commerce and the free flow of 
goods in commerce; and (5) interferes with the orderly and 
fair marketing of goods in commerce. The Congress further 
finds that the employment of persons in domestic service in 
households affects commerce. (b) It is declared to be the 
policy of this chapter through the exercise by Congress of its 
power to regulate commerce among the several states and 
with foreign nations to eliminate the conditions above 
referred to in such industries without substantially curtailing 
employment or earning power. (2) 
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To administrate FLSA, a division of the Department of Labor called 

the Wage and Hour division was created. An administrator was to be 

appointed by the President with the advice and consent of the Senate to 

manage the division. The Administrator was made accountable to the 

Secretary of Labor (3) . 

The Secretary of Labor was required to make a report to Congress 

each year to include further legislation, an evaluation and appraisal of the 

minimum wage and overtime coverage and include further 

recommendations. Once every two years the secretary must have made 

a study of employment opportunities which have had "an historically high 

incidence of unemployment" ( 6) and the secretary was required to report 

on imported foreign commerce which resulted in unemployment in the 

United States (3) . 

,, 
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While Congress intended that workers should receive a fair and 

living wage for their labors, it did not originally envision for all workers to 

be covered by the Fair Labor Standards Act. In the Interim Report of the 

Administrator of the Wage and Hour Division by the U.S. Department of 

Labor written in 1939, the number of employees that were covered by the 

act was 11,000,000, roughly 1/3 of the total number of workers employed 

(1-10) . 

The courts affirmed that the purpose of the Fair Labor Standards 

Act was to provide a living wage for workers and their families. The case 

of Foremost Dairies Inc. v Wirtz in 1967 affirmed that the law 

is a major enactment by Congress of social and economic 
policy, intended to protect certain groups of the population 
from substandard wages and excessive hours which 
endanger the national health and well being and free flow of 
goods in interstate commerce. (U.S.Annotated Code Title 
29 Labor 199). 

A New York court confirmed in the case of Snee v Goldman in 1947 that 

the law u was passed in part to rectify labor conditions which were 

detrimental to the maintenance of minimum standards of living for health, 

efficiency and general well-being of workers" (200) . 

Congress had determined that the rulings of hourly wages by an 

administrator was too slow and unequal and amended the bill to give 

Congress the power to set the rates as it chose. Once Congress had the 

power to legistate minimum wage, it has done a very inconsistent and 
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erratic job of governing. The following chart shows the erractic behavior of 

Congress in changing the rates of minimum wage. There was no 

consistent plan of raising the rates, no index, no cost of living, but rather 

an arbitrary raising of rates, many times related to politics. The 

Department of Labor provides the following: 

Table 1 

History of Minimum Wage Rates under the Fair Labor Standards Act 
1938-1996 

Effective Date 1938 Act (1) 1961 (2) 1966 and(3) 
Amendments Subsequent 

Amendments 

Non farm Farm 

Oct 24, 1938 $0.25 

Oct 24,1939 $0.30 

Oct 24, 1945 $0.40 

Jan 25, 1950 $0.75 

Mar 1, 1956 $1 .00 

Sept 3,1961 $1.15 $1 .00 

Sept 3, 1963 $1 .25 

Sept 3, 1964 $1.15 

Sept 3, 1965 $1 

Feb 1, 1967 $1 .40 $1 .40 $1 .00 $1 .00 

Feb 1, 1968 $1 .60 $1 .60 $1 .15 $1.1 5 

Feb 1, 1970 $1.45 

Feb 1,1971 $1.60 



(2) The 1961 Amendments extended coverage primarily to employees in 
large retail and service enterprises as well as to local transit, construction, 
and gasoline service station employees. 

(3) The 1966 Amendments extended coverage to State and local 
governments of employees of hospitals, nursing homes, and schools, and 
to laundries, dry cleaners, and large hotels, motels, restaurants and 
farms. Subsequent amendments extended coverage to the remaining 
Federal State and local government employees who were not protected in 
1966, to certain workers in retail and service trades previously exempted, 
and to certain domestic workers in private household employment. 

4. Grandfather clause- employees who do not meet the tests for individual 
coverage, and whose employers were covered by FLSA on March 31 , 
1990, and fail to meet the increased dollar volume test (ADV) for 
enterprise coverage, must continue to receive at $3.35 an hour. 

5. A subminimum wage- $4.25 an hour is established for employees 
under 20 years of age during their first 90 consecutive days of 
employment with the employer. 

Source: History of Federal Minimum Wage Rates under the Fair Labor 
Standard Act 1938-1996, Department of Labor : 
http//ww .dol/gov/esa/publi/minwage/coverage.htm. 1996. 

Summary and Statement of Purpose 
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Hourly earnings for workers is a complex and subjective concern of 

workers, management and social reformers. From the time of the 

Industrial Revolution, a class of workers was created who worked at the 

very bottom of the economic ladder. Adam Smith followers believed that 

salaries and the cost of employing workers was a cost of doing business 

and not a social concern. The "Laissez-faire" philosophy demanded that 
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employers be free to pay their workers as they chose, rather than have 

government interference. As early as 1838, reformers took a conflicting 

view of this theory stating the need of society to provide a uliving wage• to 

its workers so that the workers could provide for their families (Groner 

289). 

During the good economic times, labor unions also supported the 

view of the employers who believed that business should have the 

freedom to pay its workers as it chose. The aftermath of World War I and 

the changing of social patterns in America saw the growth of the 

Progressive Party and their reforms, among the reform legislation for 

minimum wage, maximum hours and child labor laws. As the debate 

raged in Congress and the states, questions about the effects of 

unemployment, competition, the minimum wage becoming the maximum, 

and decreased productivity came to the forefront. How much of a wage 

was minimum and how many hours were maximum were also part of the 

discussion. 

The original purpose of the Federal Fair Labor Standards Act 

(FLSA) as stated in its Congressional Findings and Declaration of Policy 

was to provide• a maintenance of the minimum standard of living for the 

health, efficiency, and the general well-being of workers" (2). The 



following sections of this paper will review current literature to determine 

the impact of minimum wage legislation on the working class poor in the 

private sector. 

The purpose of this study is to clarify who the low income workers 

are and if, in fact, these individuals on the lowest income scale have 

achieved such as minimum standard of living as prescribed by the law. 

How minimum wage workers compare to poverty levels will be addressed 

to see if the purpose of the law as stated in the court case of Culkin v. 

Glenn L. Martin of "stopping employment at substandard rates of pay by 

establishing a floor under wages" has been met (U.S. Annotated Code 

Title 29 Labor 201) . 

Specifically, this study will focus on full time, minimum wage 

workers of all ages, the impact of minimum wage legislation, distribution 

of income, poverty levels, unemployment and the actual, real numbers of 

the individuals who fall within the category of working class poor. The 

author will evaluate studies from the literary review in an attempt to 

determine if, in her estimation, the current minimum wage legislation 

(FLSA) which was passed into law in 1938 is a valuable asset to the 

working poor, or a deterrent to maintaining a minimum standard of life. 
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Chapter II 

LITERATURE REVIEW 

It seemed to Harold Wolfe of Philadelphia that 
'a miracle happened to me and my family.' He 
reported working fewer hours, making a fine 
living, and enjoying better health. Roosevelt... 
made it possible, our dream come true. 
(Nelson 47) 

In his article uGive us Roosevelt : Workers and the New Deal" , 

Bruce Nelson describes the feeling of a worker of the depression era as a 

result of Roosevelt's work and the passing of Federal Standards Labor 

Act. Another worker expressed his feelings in another way when he 

wrote: 

I'm almost as much a product of that mil l down there as any 
rail or ingot they ever turned out. If I'm anything at all, I'm an 
American, only not the kind you read about in the history 
books or that they make speeches about on the Fourth of 
July, any way, not yet. (Nelson 45) 

Franklin D. Roosevelt commented in his State of the Union message on 
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January 11, 1944: 

In our days these economic truths have become self­
evident. We have accepted so to speak a second Bill of 
Rights under which a new basis of security of and prosperity 
can be established for all-regardless of station, rank or 
creed among these are the following: 

(1) The right to a useful and renumerative job 
in the industries of shops or farms or mines of 
the nation. 
(2) The right to earn enough to provide for an 
adequate living. 
(3) The right of every farmer to raise and sell 
farm products at a return which will provide a 
decent family living. 
(4}.The right of every business, large or small, 
to trade in an atmosphere of freedom from 
unfair competition and domination by 
monopolies at home or abroad. 
(5)The right of every family to a decent home. 
(6).The right to adequate medical care and the 
opportunity to achieve and enjoy good health. 
(7)The right to adequate protection from the 
economic fears of old age, sickness, accident 
and unemployment. 
(8).The right to a good education. 

(DSA HOME Page 2 "A Bill to 
establish a Living Wage. Feb 24, 
1995.) 
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Since the passage of FLSA, the American public as a whole has 

supported the concept of minimum wage. The Gallup organization 

reported that "by early in 1938, two of three Americans favored the 

minimum wage and that it should be between 30 and 40 cents per hour." 
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(Gallup Poll Newsletter Archive Internet page 1 ). Due to the strong 

support of the public, Congress and the President also supported the 

minimum wage law, but at a lower wage than did the public. The concept 

of support for a low-income worker having a minimum wage was always 

strong. Starting in the late 1940's Gallop first reported public support for 

minimum wage increase to 65-70 cents (when the current rate was 40 

cents) and support continued through 1963 when Gallup reported that 

three-quarters of the public was in favor of raising the minimum wage 

from $1 .00 to $1 .25. The public has always supported increases in raising 

the rates (2). Voting for increases has nearly always been along partisan 

lines and liberals support minimum wage less than do moderates or 

conservatives (2). In a 1995 telephone poll of 1,010 adults, Gallup 

gathered information regarding the stance of selected sub groups on the 

minimum wage (see Table Two). The chart clearly shows that Democrats 

overwhelming approved of a minimum wage increase, while Liberals and 

Conservative did not. Depending on who had the votes in Congress 

determined whether or not minimum wage was passed in that session. 
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Table 2 

Minimum Wage, By Selected Subgroups 

Gallup Poll by Selected Sub- Favor Oppose No Opinion 

groups 

Total n .00% 21 .00% 2 00¼ 

Polltlcs: 

Republican 63.00% 34.00% 3.00% 

Democrat 89.00% 11 .00% 

Independent 80.00% 18.00% 200% 

Ideology 

Liberal 84 15.00% 1.00% 

Moderate 83 16.00% 1.00% 

Conservative 68.00¾ 30.00% 2 00% 

1992 Vote: 

Bush 59,00% 37.00% 4.00% 

Clinton 10.00% 1.00% 

Perot 74.00% 26.00"/4 0.00% 

Source: Gallup Poll Newsletter Archive.webmaster@gallup.com Internet 2. 

Minimum wage legislation has far reaching impact, beyond what the face­

value of the law indicates. Although many studies have been performed 

on minimum wage, no one study covers all of the issues of the impact of 

minimum wage. This study will look at various types of ramifications and 

limitations of the minimum wage so that the entire picture may become 


