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ABSTRACT OF DISSERTATION
THE ECONOMIC AND SOCIAL ASPECTS OF WORK TIME

The intent of this study is to investigate the economic and social
optimality of contemporary work schedules and to elucidate how work time has
compounded societal problems and worker anxieties. An historical inquiry
chronicles that work history has been a contentious social issue in industrial
societies and that the “efficiency” grounds for the present workweek may be
untenable. Since the standard competitive theory of labor markets has yielded
unambiguous conclusions about the effect on working-time of changes in
parameters such as real wages, and the productivity of labor and capital, an
alternative narrative of the work time issue that draws heavily on the works of
Institutionalist economists is offered as a superior way of analyzing work time
issues.

The alternative narrative suggests that the external social costs of long
work hours should be given more sway in work time discussions. Additionally,
the alternative narrative examines the work time implications of the ubiquity of
the market relations and the emphasis on economic growth in contemporary
market society. Alternative measures of social health are also investigated to
suggest that the orthodox bent towards greater economic growth may not be

enhancing social welfare. The environment destruction that is wrought by our
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work and spend society is also featured as evidence that an alternative division of
our social labor is needed.

A corollary objective of the research is to investigate the immediate
effects of work hours on the productivity of workers. The industrial effects of
work time reduction are examined through an efficiency week hypothesis that
parallels the efficiency wage arguments. The assertion is that productivity
increases are the result of two primary forces- wages and work durations. Just as
higher wages may yield lower per unit labor costs, so might prudently-determined
work hours. The research concludes that work times are far from optimal in both
an economic and social context and that public policy designed to assist firms in
expanding their payrolls could serve to ameliorate social welfare.

Robert Martin LaJeunesse
Economics Department
Colorado State University

Fort Collins, CO 80523
Fall 2000
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To all of my Irish relatives who taught me the value of work time.
And to all of my French relatives who taught me fo value leisure time.
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INTRODUCTION

“The greatest prospect that we face — indeed what must now be counted one of

the central economic goals of our society — is to eliminate toil as a required
economic institution. "

— John Kenneth Galbraith (1973, p.260)

In the late 1940s, labor analysts correctly predicted that by the end of the
century the productivity of American workers would afford a commensurate standard
of living in less than half the amount of work time. Indeed, at the dawn of a new
millennium, the average American worker could choose to reduce the workweek to
twenty-two hours, work six-months per year, take every other year off, or retire at the
age of thirty-eight and still realize a standard of living tantamount to that experienced
in the early 1950’s. It has also been suggested that if the United States were to devote
just one year of labor productivity growth to the objective of work time reduction,
each worker could enjoy an additional week (42.15 hours) of vacation time annually
with no loss of output (National Public Radio Marketplace, Sept. 6 1999).! In reality,

such drastic shifts in work time have been far from commonplace as American

! The argument can be validated using BLS estimates for average annual labor hours of approximately
1950 and the five-year average growth rate of output per hour of labor in the nonfarm business sector
of 2.18 percent (1950*.0218= 42.15 hours). Incidentally, the BLS estimate for annual labor hours are

conservative relative to the estimates used by the International Labour Organization for the United
States.
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workers toil for approximately as many hours today as they did five or six decades
ago.

Yet, many workers and employers worldwide have begun to question the
optimality of long work hours. Labor and political leaders have renewed their interest
in the work time debate and have begun looking to economists for insightful answers.
Since the genesis of their science, economists have continually visited the issue of
work time but in a piecemeal and almost fleeting manner. Consequently, there is no
well-known, comprehensive study of the effects of work time. Indeed, work time
studies do exist, but none of these has achieved the authoritative stature that writings
on other economic topics, such as efficiency wages, have enjoyed. Nevertheless, the
renewed interest shown by labor unions, politicians, employers and workers in the
subject of work time reduction has again created fertile ground for economic analysis.
The intent of this discourse therefore is to build upon the economic contributions
previously made to the work time in order to elucidate whether or not current
workweeks are optimal from both an economic and social perspective and to examine
how contemporary work schedules may be compounding societal problems and
anxieties. Creating a research mosaic of the work time issue will hopefully help
identify where past economic analysis has been useful and where economists have

more work to perform.

Work Time and Society

In the last three decades, the typical US worker has rarely chosen (or been

given the choice) to exercise productivity dividends in the form of reduced work
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times. Instead, long-run trends (between WWII and the mid-1970s) show that 75 to
80 percent of the productivity dividend has been used to finance greater consumption
and production, with the remaining portion used to increase leisure (Levitan and
Belous, 1977). Since the 1970s, these modest gains in leisure time have likely been
erased by the sedulous work habits shown by Americans during the final decades of
the twentieth century. Examining a longer period, Stephen Hill (1989, p.69)
concludes, “since 1950 it appears that that most of the benefits from rising real wage
rates have been taken in the form of extra income.” In a 1980 United Nations study,
Shipley (1980, p. 50) states that, “left to themselves, workers will continue to barter
leisure and rest time and possibly some of their health for more money.” These
observations lend credence to admonitions that Americans are stuck in an insidious
work and spend cycle- a Faustian bargain of money for work.

There is growing evidence, however, that workers want out of the “capitalistic
squirrel cage” and would like to be freed of the “gospel of consumption” and the
“Treadmill Syndrome” (Galbraith 1984, Hunnicutt 1988, Stanfield and Stanfield,
1980). The lion’s share of labor strikes in the United States of late have centered on
overtime or excessive work hours. Both the Bell Atlantic and US West strikes of
1998 were instigated by mandatory overtime (AP Aug. 1998). Additionally, on April
24 1997, General Motors workers walked off the job to register their demand that GM
hire more employees in order to curtail overtime hours (USA Today, 4/24/97). In
another case, 183 Food Lion employees filed a class-action suit claiming that the
company pressured them to work extra hours “off the clock.” In a 1993 capitulation,

Food Lion settled with the Labor Department, agreeing to pay $16.2 million in back

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



wages to 30,000 to 40,000 employees. The greater visibility of work-time conflicts is
likely a result two related developments; one being society’s increased resistance to
arduous work schedules, and the second being labor’s greater bargaining power in a
time of relatively tight labor markets.

Heterodox economists have long been concerned about the habituation of
material acquisitiveness. John Kenneth Galbraith (1984, p.288) may have posed the
most pregnant economic question of our time: “Why should life be made intolerable
to make things of small urgency?” The tendency in democratic industrial societies to
identify commodities with human needs can be viewed as an affront to societal
welfare. What Marx referred to as commodity fetishism is seen as pernicious to
human progress because it obfuscates the true social relations within industrial
economies. According to Stanfield and Stanfield (1980, 89), the capitalistic structure
is made to “appear as relations among things or commodities, rather than among
people.” This ethos of avarice causes individuals to seek fulfillment and solutions to
their problems through the accumulation of commodities. Americans have come to
identify the ‘goods life with the good life’- living by the maxim that, “if you are
unhappy, you should buy something (Brown, 1985).”

Even Nobel Laureate Robert Fogel has begun to question of the social efficacy
of pursuing more material goods and while sacrificing other rewarding activities. In

his iatest book, The Fourth Great Awakening, Fogel (1999, p. 2) argues that

Americans are not likely to find self-realization from increasing stocks of material
goods, but rather through a “postmodern egalitarian agenda” that addresses the urgent

spiritual needs of our society. Fogel (1999, p.1) opines that “spiritual (or immaterial)
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inequity is now as great a problem as material inequity, perhaps even greater.”
Although there are still glaring deficiencies in the distribution of material
commodities that must be addressed in America, our wildly productive system has
made consumer products so cheap that even the poorest households have transcended
the abject poverty of a century ago. Medical advancement has also benefited nearly
every social class in American. These developments have led Fogel (1999) to
conclude that there is a great potential for a vast democratization of leisure time.

The central goal of Fogel’s (1999) postmodern egalitarian agenda is to answer
Socrates’ time-honored question of “what is the good life?”” In a postmodern world of
material abundance, growing numbers of people will face a dilemma that was
previously only a concern for the landed rich — how to realize personal growth and
self-realization. Freed of the pressing need to work, the wealthy Athenians of ancient
Greece sought self-realization in public service, military adventures, philanthropy, the
arts, theology, ethics, and moral philosophy. It remains an open question whether
Americans will seek self-realization through greater earning and spending or through
the other immaterial pursuits, which are less dependent upon work time.

Social change and the altered composition of the paid labor force have placed
work time back in the political and economic limelight. The last few decades have
witnessed a sea change in who works and how they work. The changing composition
of the laborforce has consequently given work time higher priority on political
economic agendas. The feminization of the workforce and the ascendancy of part-

time labor contracts have drastically altered the labor market; yet labor policies in the
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United States governing work schedules and employment are mired in a pre-World
War I mentality. The disconnect between what we expect from market employment
and what we are held accountable for has lead to an erosion of our social fabric.
Workers, families, and even employers routinely experience anxieties in balancing
work schedules and the social and personal needs of individuals and their families.
Work time anxieties are not only manifest in the spate of recent labor strikes,
but are also articulated by workers in surveys and grassroots political organizations.
The 1997 National Study of the Changing Workforce reports that sixty-three percent
of workers would prefer to work less. Male and female workers are equally eager to
reduce their work hours and would trim their workweek by approximately 11 hours
on average if given the opportunity. Additionally, the proportion that would like to
work fewer hours has increased by 17 percentage points since 1992. Multiple surveys
of the US workforce even show a growing willingness on the part of workers to
forfeit a portion of their pay for more leisure time (See the Half International and
Bozell reports cited below). According to a poll conducted by KRC Research, 49
percent of Americans say society puts too much emphasis on work and not enough on
leisure. That is a monumental shift in thinking from just 11 years ago when the
Opinion Research Corporation found that only 28 percent of workers felt that way.
Evidence clearly suggests that the American workforce is increasingly
demanding fewer work hours— even at the sacrifice of higher income. With
unemployment rates near record lows and the labor participation rate higher than ever,

the stage may be set for a greater resistance to long work hours than in the recent past.
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This dissertation will attempt to show that a “workweek revolution” can foster
increased labor productivity and societal improvements certain to benefit both present
and future generations of American workers. A corollary objective of the research is

to any answer the question: Should work hours be reduced in America?

A Note on Methodology

In economics, and the social sciences in general, the process of explaining
how to understand, interpret, and explain the reality which surrounds us has been a
source of great controversy. The orthodox approach to economic analysis holds that
only the subject matter will differ from one analysis to the next, not the method.
Economic inquiry then becomes an exercise akin to the practice of experimental
science. Much the same way that the laws of gravity are tested and validated in a
vacuum, the positive economist aspires to conduct controlled experiments with few
external influences. As such, orthodox economic methodology is heavily reliant on a
formal system of logical relationships abstracted from any empirical content it might
have in the real world. It utilizes ahistorical assumptions about economic agents
acting rational in any process of production, using any factors of production, at any
set of relative prices, with any type of technology (Wilbur and Harrison, 1978). This
has long been the explicit goal of conventional economics. Samuelson (1969, p.185)
illustrates this positivist bent when he comments on the tendency of economics to
move from “the realm of genuine history” to the “realm of science.” In moving to the

abstracted realm of science, the practice of economics escapes the complexities and
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contradictions of social behavior to a plane where pure logic and deterministic models
reign omnipotent.

The goal of this positivist approach is to obtain a system of generalizations
that can be used to make accurate predictions about the results of a change in
circumstances. Orthodoxy consequently prides itself on its predictive prowess, as
accurate predictions imply accurate explanations. Since successful prediction of
economic issues has been consistently lacking over the past decades, heterodox
economists have proffered alternative approaches to the method of understanding
economic phenomena.

Robert Heilbroner (1973, p.129) has argued that social science lacks
predictive power because “the objects observed by the social scientist all possess an
attribute that is lacking in the objects of the natural universe...this is the attribute of
consciousness— of cognition, or ‘calculation,’ of volition.” Although heterodox
economists agree that economic agents will at times behave in ways that simulate the
objects of physics or chemistry, even the most routine actions manifest an element of
latent willfulness that is lacking from the processes of nature (Heilbroner, 1973).
Thus, human behavior is characterized by both purposiveness and a capriciousness
behavior that makes prediction tremendously more difficult for the social scientist
than for the natural scientist. Heterodox approaches to economic methodology have
thereby dismissed the “positivist fiction” that has largely ignored the real-world
origins of social arrangements and preferences over the course of the last 200 years.

[f we accept that social value judgments influence economic outcomes, then those
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Jjudgments should become part of the analysis of causal relationships. As W.K. Tabb
(1999, p.10) has opined, “how people are socialized has major economic
implications.” Indeed the manner in which people are socialized in the modern
market society has profound implications for work time.

The importance of history and the “real world” in shaping economic analysis
can be delineated along two divergent schools of thought: the absolutist and the
relativist (Landreth and Colander, 1994). The mainstream approach outlined above
typically falls under the absolutist classification. Absolutists stress internal forces,
such as an increasing sophistication of economic tools, to explain the development of
economic theory. The progression towards superior economic solutions does not
depend on historical circumstances for the absolutists, but rather on the discoveries
and explanations of unsolved problems and paradoxes by skilled professional reacting
to intellectual developments with in their profession. Consequently, absolutists
typically view the most recent theory as being more accurate and truthful than
previous theories.

Relativists do not dismiss historical circumstances quite so easily and contend
that they play an important part in the development of any economic theory.
Relativist historians feel it imperative to consider the historical, economic,
sociological, and political forces that brought society to examine certain economic
questions. Moreover, the way in which these forces shape the context of emerging
theory is critically important. As Tabb (1999, p.1) states, “the work of most
economists consciously or not involves a characterization of their own time and

place.” A relativist would argue, for example, that just as Keynesian economics
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cannot be fully understood devoid of a historical, social and political knowledge of
the great depression, the work time issue cannot be truly understood without reference
to historical, social and political events such as labor struggles, cultural pressures
towards greater consumption, and pre-industrial work time regimes. In short,
relativists believe that a broader, historically- and socially-centered approach to doing
economics offers a deeper understanding of economic issues.

Methodological mavericks largely agree that the subject matter of economics
does not lend itself to the positive, scientific approach taken by the mainstream.
Wilbur and Harrison (1979, p.67) argue that, “the instability of economic data makes
ahistorical generalizations exceedingly problematic and severely limits the ability of
economists to predict successfully.” The subject matter of social sciences and
economics has poor experimental quality because it is not amendable to controlled
experiments. Just as it is absurd to expect the paleontologist to recreate the dinosaur
and exact a drastic global climate change to test the creatures’ hardiness and behavior,
the economist cannot be expected to engineer another great depression for the sake of
science. Yet, there are other methods the economist may employ in order to gain a
richer understanding of economic subject matter.

Institutionalists, building upon the sturdy foundation laid by Veblen, employ a
method characterized as holistic, systemic, and evolutionary. Implicit in the work of
the leading Institutionalists is an “investigatory mode” or model of explanation that
conforms to a pattern model. The holistic scientist attempts to explain the ‘whole’
system, emphasizing the interconnectedness or unity of the system. A wide variety of

data (previous case studies, survey data, personal observations, and so forth) is

10
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typically consulted to test the hypothesis or interpretations put forth by the researcher.
After an adequate number of themes have been satisfactorily validated, the holist
proceeds to building a model.

The model is constructed by linking valid hypotheses or themes in a network
or pattern. Benjamin Ward (1972, p.180) refers to the process as “storytelling” and
describes it as “an account of an interrelated set of phenomena in which fact, theory,
and values are all mixed together in the telling.” He further argues that even positivist
researchers end up resorting to storytelling because the counting, model-building, and
statistical estimation that they employ are not proven methods of scientific research in
dealing with human interaction. Indeed, “they are rather crude second-best
substitutes for the primary technique, storytelling (Ward, 1972 p. 185).” According
to Wilber and Harrison (1978, p.76) “this type of model with its emphasis upon
recurrent themes within or around the individual system is aptly known to
philosophers of science as the pattern model of explanation.” A virtuous facet of the
pattern model is its ability to refer to the multiplicity of connections between a part
and the whole system. Within this process, individual descriptions of particular parts
of the system are continually tested as to how well they fit together in a pattern and to
what extant they explain new evidence within the pattern.

A corollary characteristic of holistic concepts is that they are often related
dialectically. As Diesing (1971, p.212) clarifies,
Two concepts are dialectically related when the elaboration of one draws
attention to the other as an opposed concept that has been implicitly denied or
excluded by the first; when one discovers that the opposite concept is required

for the validity or applicability of the first; and when one finds that the real
theoretical problem is that of the interrelation between the two concepts, and the

11
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real descriptive problem that of determining their interrelations in a particular
case.

The terms ‘servant’ and ‘master’ serve as clarifying examples of the dialectic
connection, for one cannot fully understanding the meaning of master absence the
realization of the servant’s duties. In the context of work time, it is difficult to realize
the opprobrium of oppressive work time absence the knowledge of a more humane
regime. By way of example, the working conditions that Marx describes in the 1800s
likely seem more odious in hindsight than they did at the time. Similarly, subsequent
generations, enjoying a less-intense labor market, may view the current 46-hour
workweek as oppressively abhorrent.

The issue of work time seems particularly suited to the Institutionalist method
of inquiry because the holistic, systemic and evolutionary aspects of the “storytelling”
all lend profound understanding that might otherwise be lacking. For example, the
work time issue requires a holistic approach in order to achieve a true understanding
of the relations between employers, workers, families, government, and others
involved in the work hours determination process. Likewise, the issue is systemic
because responses within the system (such as worker productivity improvements
resulting from an hours reduction) influence other agents in the system (employer’s
acceptance of further reductions). Lastly, the work time issue cannot be fully
understood without at least a modicum of evolutionary background to be used, if
nothing else, for comparative purposes. Knowledge of the historic struggle to reduce
work times and the evolution of economic thought on the subject, lends a profound

understanding of the implications of present work time reductions.
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Although it does not necessary attempt to rule out the valuable analytical work
time contributions made by experts of a positivist or absolutist bent, this discourse
employs a research method that is largely consistent with the heterodox standards
outlined above. The method could perhaps be best described as a “let a thousand
flowers bloom” approach to the analysis of work time. Indeed, one of the chief
virtues of the heterodox approach is the wealth of potential alternatives or “visions” it
fosters in the course of examining economic issues. By employing a broad or holistic
research method, the heterodox approach avoids the methodological dangers of
succumbing to the trap of ethnocentrism. According to Tabb (1999. p.8) the
mainstream approach is often ensnared in the trap, defending “a preference set
concerning the best way the world can be organized that is far from value neutral.”
The danger of falling victim to ethnocentrism may be particularly acute while
analyzing work time, because modern market societies tend to associate work
schedules with the imperatives of the capitalistic market system rather than the many
other social systems that have served to allocate material goods throughout history.

In searching for truly perspicuous insights into the work time issue and for highly
innovative solutions to work time scheduling, it makes sense then to employ as well
equipped a toolbox as possible. The heterodox approach places a much wider array of
theoretical and analytical tools at the economist’s disposal.

By drawing upon the Institutionalist methodology delineated above, this study
attempts to create a mosaic of the work time issue in order to present an alternative
way of understanding the work-time-determination process. This work time mosaic

will commingle various types of evidence during the telling of the story, including
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literature reviews, anecdotal testimony, qualitative statistics, survey results, case
studies and, to some extent, appeal to commonly accepted canons of logic and
intuition. The chief methodology contribution of the study therefore lies in providing
the groundwork for a more comprehensive investigation of the determination of work
time, which has been largely absence from the economics discipline in the past.
Although the issue of work time has been a recurrent theme in economics, there is a
notable dearth of far-reaching and authoritative studies. Thus the novel intent of the
research is to espouse a new perspective to the issue of work hours determination that
encompasses the viewpoints of the firm, the individual and the society at large rather
than just a narrow constituency of vested individuals.

To summarize, the “critical historical method” seeks to narrate a very different
story than that proffered by conventional economics. The method is not solely reliant
upon the introduction of new data, but upon re-examining and re-contextualizing
familiar and well-worn data. While it is still considered a minority viewpoint in
economics, this approach should be recognized as having a long and rich tradition
(Landreth and Colander, 1994 and Tabb, 1999.) Its application therefore serves an
important function in preserving that tradition and providing insight into a continuing
economic controversy. Moreover, as the evidence presented herein suggests, this
approach may be more in tune with the other social sciences and humanities in this

age of post modern fervor (Block, 1990 and Fogel, 1999).
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Overview of the Present Study

The present study begins with an historical examination of the work time
issue. The objective of the historical overview is to decipher whether work time
decisions have been governed by natural or economic laws or by other institutional or
cultural influences. This section also includes theoretical commentary on the work
time issue from prominent economic thinkers. The history of the labor movement’s
crusade for shorter work hours is also presented under the historical heading. The
historical examination of work time sets the stage for an examination of the
contemporary work time debate. In an attempt to elucidate the debate over growing
work hours in the United States, the discussion examines the pros and cons of the
primary work time measurement techniques. The research then analyzes the work
time statistics of both individuals and households over several decades to draw
conclusion about trends in the average workweek. After careful examination of
government survey data, labor studies, and other discussions, the chapter concludes
by presenting two undeniable trends in American work schedules. Those trends being
the increase in household work hours and the bimodal distribution of work hours.

Following the historical investigation of work time issues and the
contemporary work time trends, the third chapter of the study critically examines the
neoclassical approach to work time determination. This investigation features both
the labor supply and labor demand aspects of the work hours determination, but, due
to the emphasis that orthodox theory places on individual preference theory,

disproportionate time and space is devoted to the foundations of the labor supply
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curve. Specifically, the notion of a backward-bending labor supply curve is
questioned, and a multitude of explanations are offered as to why workers may not
retract their offer of work in the face of higher wage rates. The works of
Institutionalist economists are drawn upon to illustrate that conditioned, traditional, or
ceremonial behavior may prevent individual workers from supplying an “optimal”
number of work hours. The analysis then turns to the many obstacles (chiefly
proffered by New Institutional Economists) faced by the firm in the determination of
optimal work hours, including bounded rationality, myopia, X-efficiency and
ingrained habituation.

The fourth chapter suggests an alternative definition of optimal work time
from the microeconomic perspective of the firm and the worker. The chapter focuses
on the immediate productivity effects of work hours. The term ‘immediate’ is chosen
to differentiate short-term productivity effects from the long-term societal benefits
that feed back into the productivity of future workers. Since labor productivity, or
per-unit-labor costs, is typically the salient concern for business managers, analyzing
the effects of work time on worker output is a fruitful endeavor. The premise that
work hours are a major determinant of productivity is advanced through an efficiency
week hypothesis that parallels the efficiency wage arguments. The theory is founded
in the notion that productivity increases are the result of two primary forces — wages
and work durations. Just as higher wages may yield lower per unit labor costs, so
might judiciously determined work hours. Empirical evidence from the

implementation of work time reductions at the firm level is examined to elucidate the
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impacts on labor productivity and firm efficiency. The corollary intent of including
this chapter on the “industrial effects” of work time reduction is to show that the
implications of short work time are not incongruous with the implications of the
broader, more sociologically-centered approach that is presented in the fifth chapter.

After examining the determination of work hours at the firm and individual
level, chapter five lays the foundation for an alternative approach to work time by
questioning the pecuniary market bias in mainstream economic thought. The
discussion in the fifth chapter suggests that the mainstream approach to work time
determination has neglected the cultural context that surrounds and motivates the
production and distribution of goods and services. The chapter reinforces the need for
a holistic approach to the study of work time in order to erode the market mentality
that has consistently placed the prospect of increased free time in the service of more
consumption and greater production. The origins of consumer demand and the social
competence of consumers are analyzed in this chapter in order to contemplate the
urgency of production in a high-consumption economy. In addition to the
psychological burdens that the market mentality places on both consumers and
workers, the ecological costs of market-determined work time are also analyzed in
this chapter. Finally, the possibility of increased leisure time being used in an anti-
productive or odious behavior is examined in this chapter and ultimately dismissed as
a non-sequitor.

The sixth and final chapter investigates the social costs that may result from a
heavy reliance on a market-based determination of work hours. In order to capture

the true social costs of excessive work times, traditional economic measures are
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abandoned in favor of broader measures of social health and progress. Worker
surveys are also offered as prima facie evidence of the growing conflict between work
time preferences and actual work schedules. This chapters endeavors to show that the
sacrifices made through long work hours are much more substantial than those arising
as incidental externalities of a free-market determination of work hours. Chief among
these sacrifices are parenting time, volunteerism, civic engagement, healthcare and
self-realization. Since many of the social costs of overwork are of an ‘opportunity
cost’ nature, the various macroeconomic and fiscal issues related to work time are
discussed in this chapter. Mention is also made of the congruence between work time
reduction models and the social efficiency models that a minority of economists has
been advocating of late. Since the success that European countries have had in
reducing work time suggests that the US could experience similar macroeconomic
and social improvements from a nationwide reduction in work times, the chapter
concludes by examining of the results national work time reductions in other
countries.

Based on the conclusions formulated from the re-contextualization of the
social and economic optimality of work hours that the holistic research approach
offers, implications for policy and further research are suggested in the concluding
chapter. If alterative studies reach the conflicting conclusion that few social costs
exist in the labor market and that work hours are near some optimal level, then future
research efforts need only sophisticate the measurement methods presented in this
study so that societies can routinely employ them to ensure that the economy is

utilizing efficient work schedules. In other words, if work times are already widely
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optimized, this research is still worthy because it contributes to the establishment of a
comprehensive formalization of the potential costs of overwork, which seems to be
woefully lacking at present.

However, if substantial social costs of overwork are present, or if there is no
reason to believe that present workweeks are socially optimized, then the possibility
arises for a more active role by industry, government and workers. Government must
be prepared to assist employers in implementing progressive work patterns through a
broad-based reform agenda, which is not limited to the labor market regulation alone.
Indeed a workweek reduction strategy may have to be coupled with other national
policies, such as a socialized system of healthcare or a more flexible retirement
system, in order to make the endeavor of a socially-optimal workweek a less daunting
task. Moreover, the final discussion over the optimality of reducing workdays,
workweeks, work-years, or work-lives suggests that further research is needed on the

specific manner in which to reduce work time.
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CHAPTER ONE

THE HISTORICAL DEVELOPMENT OF THE WORKWEEK

“In effect, the progress towards a shorter work-day and a shorter workweek is a
history of the labor movement itself.”

-George Meany, 1956

As mentioned above the issue of work time has continually surfaced within
the discipline of economics. However, unlike efficiency wage theories or other
compensation and employment topics, it is rare to find an economic inquiry solely
devoted to issue of work time. In order to grasp the full import of the work time
issue, therefore, one has to refer to the works of many economic thinkers spanning
multiple economic epochs. As a critical component of the alternative work time
narrative, this chapter traces the history of work time and relevant economic thought
in order to enlighten the reader as to the ramification of the work time issue and the
rich intellectual history that the topic has enjoyed despite its disjointed nature.

This historical account attempts to ascertain whether contemporary work
times are founded on technical grounds or whether they have been institutionally
determined. Investigating the workweeks of pre-capitalist societies will help resist
the temptation to tincture the work time analysis with our present definition of

humane or oppressive work time regimes. The evolution of economic thought on the
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issue of work time is of paramount importance because it illustrates the controversy
and disheveled nature of the commentary on the subject. This chapter also attempts
to chronicle the contributions that organized labor has made in establishing work time
throughout history as those contributions speak volumes of the institutional nature of
the work time debate.

A definitional clarification of terms should precede any discussion of work
time. Whenever possible the discussion will be limited to just two different states of
activity- working time and leisure time. Granted the term leisure time lacks
specificity and conjures an image of frivolity, but labor market analysis has
conventionally referred to all non-paid work time as leisure. Time away from the
paid laborforce may more appropriately be labeled “discretionary time” but the
usefulness of the demarcation does not warrant a break with traditional parlance.

However, it should not be lost upon the reader that time away from work can
be used in a variety of fashions, ranging from idle pursuits to socially-reproductive
endeavors. For the purposes of this discourse, the term “leisure time” will be all-
encompassing, capturing all hours that are not used in paid-labor. This broad
category captures a sundry of activities, including household production, housework,
do-it-yourself repairs, commuting, personal care, sleeping, eating, et cetera. Thus, the
notion of leisure time does not only refer to indolent hours spent in rest and relaxation
but also to the many productive uses of discretionary, non-work time such as those

devoted to caring or nurturing.
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Work Time in Pre-Capitalist Societies

Myopic historical accounts of work time often give the impression that
contemporary workweeks are relatively humane. Comparing a forty-five-hour
workweek with the excruciatingly long weeks that were common during the Industrial
Revolution paints a rather favorable picture of modern working conditions. Delving
deeper into the history of work time, however, provides a starkly different perspective
(Hunnicutt 1996). Within Feudal societies, for instance, many more holidays were
afforded the working class — in some years approaching as many as 150 annually.
The work of the feudal surf was seasonal, which resulted in substantial leisure time
for workers during the fallow season. Moreover, many experts argue that even during
the harvest the work was conducted at a rather leisurely pace by today’s standards
(Schor 1991, Hunt 199)5).

Searching further into our ethnographical past provides even greater evidence
that the grueling work durations of the nineteenth century were an historical
aberration. Marshall Sahlins (1972, p.3) argues that what we often refer to as
primitive societies should be more appropriately termed “original affluent societies.”
Since hunters and gatherers are less prostrate to the narrow calculus of “Homo
economicus,” they tend to enjoy greater amounts of leisure time than their
industrialized brethren do. According to Sahlins (1972, p.14), “a good case can be
made that hunters and gatherers work less than we do.” Rather than a continuous

travail, “their quest for food is intermittent, leisure abundant, and there is a greater
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amount of sleep in the daytime per capita per year than in any other condition of
society (Sahlins, 1972 p.16).”

Studies of tribes from the African continent also suggest that the hours
devoted to subsistence among these groups are relatively short. Studying the
subsistence production of a dry season camp of 40 /Kung bushmen in Botswana,
Richard Lee (1968) illustrated the sufficiency that the whole tribe enjoyed. Lee
estimated that one man’s labor in hunting and gathering supported for or five people.
This suggests that Bushmen were more efficient at procuring food than the French
farmer in the period up until World War II, when more than 20 percent of the
population were engaged in feeding the rest (Sahlins, 1972). In the particular camp
that Lee observed, 65 percent of the tribe was effective food producers, the remainder
being too young or old to contribute. Yet, these 65 percent of the people only worked
35 percent of the time. Hence, the /Kung bushmen workweek was approximately 15
hours long — or an average of just over 2 hours per day.’

Misperceptions about primitive societies were also rendered evident by the
studies of Australian ethnographers, McCarthy and McArthur (1960). In their
observations, they found that the average Australian aboriginal clan-member devotes
between four and five hours a day to the appropriation and preparation of food. On
other continents primitive societies have been know to devote as little as 2 or 3 hours
per day towards food procurement (McCarthy and McArthur, 1960). Since the other

material desires of tribesmen are minimal, the remainder of their time is spent in

* This weekly hours estimate does not include food preparation and maintenance of personal
implements, but neither do modern measures of work time.
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leisure. Perhaps the most salient lesson to be learned from primitive societies is that
‘wants’ may be satiated in two manners: by producing much or desiring little.

The leisurely work habits and casual attitudes towards time that were common
among our progenitors ended with the mechanization introduced during the Industrial
Revolution. The transformation from a tradition and command economy to a market
society was not a smooth and gradual process but a long, tortuous and sometimes
bloody one (Heilbroner and Thurow, 1998). In England, the bonds and customs of
the medieval world were broken as peasants were expelled from their lands and
forced to migrate to production centers. The British Enclosure Laws, the state
fixation of wages, and the self-interested manipulation of the food supply effectively
enslaved the peasant to the factory owner (Nyland, 1989).

Expensive investments in machinery during the industrial revolution caused
the need for longer production runs. In order to economize on the costs of training
and downtime, nineteenth-century employers regularly subjected workers to long
work durations. Hunt (1992) argues that as England’s putting-out system developed,
eighty-hour workweeks were commonplace. Mechanization was unfettered by
natural limits to the workday as gas lamps surmounted the daylight issue. The longer
runs led to a greater demand for factory labor, which was effectively satisfied by the
colonization of the agrarian household.

As workers became reliant on increasingly sophisticated machines to perform
their tasks, training costs accrued — chiefly to the capitalist. The greater the number

of skilled workers who mixed their labor with a particular machine, the greater the
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training costs associated with a particular level of production. Employers came to
believe that the more workers utilizing a specific machine, the greater the potential for
productivity loss involved with transition time and reduced experience. As a result,
standardized work intervals became much longer in industrialized economies than
those of less automated countries.

The long workweeks brought about by the industrial revolution were
fortunately an historical anomaly. It was generally agreed that the expensive
equipment used during the Industrial Revolution should not be left idle, but surely
more than one worker should be responsible for its efficient utilization. Class conflict
and growing labor unrest eventually forced employers to abandon extensive work
times. Although the shortened day arguably became more intense, workweeks
eventually declined to the ubiquitous 40-hour standard, hovering slightly above that
in the United States today.

The alternative historical narrative of work time illustrates how focusing our
frame of reference on the era of the Industrial Revolution can lead to erroneous
conclusions about trends in work time. John Rae (1894, p.217) offers particularly
poignant commentary on the topic,

It would appear then, from many different sources of evidence, that in the old
England before the industrial revolution, people everywhere accustomed to
season their toil with a due admixture of repose. It is the short day, after all,

like liberty, that is ancient; long hours, at least in this country, are but a modern
and happily transitory innovation.
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Economic Thought and the Work Hours Issue

As previously mentioned, many prominent figures in the history of economic
thought have visited the issue of work hours. Although the issue has not received the
attention that other labor market topics, such as wage compensation, have been
afforded, economists have repeatedly been called upon to contemplate the work time
issue. Not surprisingly, Adam Smith was one of the first observers to comment on
the subject of work hours. Smith broke with the mercantilist doctrine that low wages
and long hours were required for high rates of daily output. In the Wealth of Nations,
Smith ventured the notion that shorter hours and higher wages could enhance the
incentive to produce.

[t is the call of nature, which requires to be relieved by some indulgence,
sometimes of ease only, but sometimes too of dissipation and diversion. Ifitis
not complied with, the consequences are often dangerous, and sometimes fatal,
and such as almost always, sooner or later, bring on the peculiar infirmity of the
trade. If the masters would always listen to the dictates of reason and humanity,
they have frequently occasion rather to moderate, than to animate the
application of their workmen. It will be found, I believe, in every sort of trade,
that the man who works so moderately, as to be able to work constantly, not
only preserves his health the longest, but in the course of the year, executes the
greatest quantity of work. (Smith, 1994 p.94)

Although Smith (1994) realized that short hours could yield industrial and
social dividends, he questioned the ability of the working class to comprehend these
benefits and pursue reduced work time. In modern economic terms, Smith questions
whether workers could adequately balance the benefits of greater income with those
of increased leisure. The lion’s share of workmen would not discount their future

labor in a manner that is optimal for industry and society. Smith (1994, p93)

expounded that,
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Some workmen, indeed, when they can earn in four days what will maintain
them through the week, will be idle the other three. This, however, is by no
means the case with the greater part. Workmen, on the contrary, when they are
liberally paid by the piece, are very apt to over-work themselves, and to ruin
their health and constitution in a few years.
Thus for Smith, the typical workman would not substitute leisure for income in a
manner that was optimal for industry and/or society.

[rrespective of Smith’s admonitions about the sedulous nature of the working
class, many of his successors put greater faith in the ability of workers to desire and
obtain greater leisure time. Marginalists believed that if the pains or dangers of
overwork came to outweigh the benefits of higher income, workers could indeed
register their dissatisfaction. Since workers had not adamantly protested long
working hours, Marginalists concluded that the perils of overwork were not as severe
as Smith had warned. Consequently, economic theory came to reinforce the industrial
policy that work time could be increased with little disruption to the productivity of
the system. As such, economic thought assumed a positive linear relationship
between work hours and output. Even with the productivity windfall brought about
by mechanization, few economic theorists seriously considered reduced work time as
a means of distributing the new found fruits of the economic system.

Perhaps a major reason Smith’s successors did not did not give more store to
the ability of work hour reduction to boost productivity is the conservative view of
human nature that permeates neoclassical economics. Neoclassical economists have

come to rely on Mill’s notion that workers are innately slothful. Their paradigm is

founded upon the force of terror or hunger as an impetus for work. Neoclassical
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theory and policy almost always manifests a reliance upon Arthur Young’s maxim
that “everyone but an idiot knows that the lower classes must be kept poor or they
will never be industrious (cited in Nyland, 1989).”

The emphasis placed on Mill’s characterization that the working class
possesses a natural indolence illustrates the class biases inherent in classical political
economy. Evading the question of how to divide the benefits of improved
productivity between investment, consumption, and free time, was easier than making
normative distributional decisions. It was less controversial to direct the productivity
dividends back into the economic system in the name of further economic growth
than to broach work time and quality of life issues or to test the presumed torpor of
the working class.

As the industrial revolution reached its maturity, however, there was a
fledgling movement to protect the working-class from the capitalists’ bias towards
more output and greater automation. The oracle Karl Marx became the chief
spokesperson against the capitalists’ attempt to extract greater surplus value from the
worker. Karl Marx held a quite different view of the effects of wage hikes or work
time reductions on the welfare of the worker than those of the neoclassical camp.
Although optimistic that better wages or shorter hours would make workers more
productive, he questioned whether workers would ever be allowed to share in the
fruits of the enhanced productivity under a capitalistic regime.

Marx reckoned that the capitalist, even though he had the data and
wherewithal to truly study productivity issues, would not easily see the virtue in high

wages or short work hours. Workers were treated as the reified inputs of a capitalistic
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Leviathan. Moreover, Marx was not optimistic about technological advances
bringing about a reduction of work hours. In fact, his theory of the capitalist’s falling
rate of profit relies on the recalcitrance of the workday. As capitalists substitute
capital for labor, they do not reduce the workday: but rather the hours of labor
devoted to subsistence wages falls while the hours devoted to surplus labor grows. In
Capital Marx (1867, p.236) writes,

Like every other increase in the productiveness of labour, machinery is to

cheapen commodities, and, by shortening the portion of the working day, in

which the labourer works for himself, to lengthen the other portion that he

gives, without equivalent, to the capitalist.
Hence, Marx did not dismiss the usefulness of a work hour reduction but relied on
external, namely revolutionary, forces to bring about its implementation.

One of the main goals of the Communist Manifesto and Marx’s chapter on the

*The Work Day” in Capital was the reduction of work hours. Marx (1867) argued
that with the all-round development of the individual, productivity would not be a
problem. By increasing the non-paid labor pursuits of the individual, the worker
would become more productive during the shorten time spent in the paid-labor force.
Marx (1867, p.232) noted that, “the labourer needs time for satisfying his intellectual
and social wants, the extent and number of which are conditioned by the general state
of social advancement.” As was often thought of subsistence wages, Marx believed
that the length of the working day was ruled by psychological and social factors rather

than physiological concerns. The optimal workday (and wage rate for that matter)

was not defined by hard and fast economic or natural laws but rather by the state of
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‘sociological advancement.” For Marx, more advanced societies would require more
non-work time to allow for the complete development of the human experience.
Although Marx was apralled by the inequities of capitalism and the material
deprivation of the working class of his time, he was aware that with the increasing
productivity of the capitalistic system it would become possible for the workers to
win higher wages and greater material possessions. The fundamental evil of
capitalism, Marx insisted, was not necessarily the material deprivation of workers.
Rather, it was the fact that capitalism systematically prevented individuals from
achieving their potential as human beings. Marx (1969, p.67) admonished that,
A man who has no free time to dispose of, whose whole lifetime, apart from the
mere physical interruptions by sleep, meals, and so forth, is absorbed by his
labour for the capitalist, is less than a beast of burden. He is a mere machine for
producing foreign wealth, broken in body and brutalized in mind. Yet the
whole history of modern industry shows that capital, if not checked, will
recklessly and ruthlessly work to cast down the whole working class to this
utmost state of degradation.
The production process stultified the human experience. The capitalist system
arrested the development of the workers biological, emotional, aesthetic, and
intellectual potential (Hunt, 1995). Thus, Marx was more solicitous about the system
alienating the worker than depriving them of material necessities and accoutrements.
Although Marx was mostly concerned with the working class and the overall
welfare of society, he was also aware that a reduced workweek could be a boon to the
capitalist in the form of higher labor productivity. Marx was prescient in his

suggestion that increased labor productivity was chiefly a result of an increase in the

intensity of the work effort. Marx (1967, p.533) insisted that,
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The readers will clearly see that we are dealing here, not with temporary
paroxysms of labour but with labour repeated day after day with unvarying
uniformity. Hence, a point must inevitably be reached where extension of the
working day and intensification of labour become mutually exclusive so that the
lengthening of the working day becomes compatible only with a lower degree
of intensity and inversely, a higher degree of intensity only with a shortening of
the working day.
Since the intensity of the work effort was the paramount source of labor productivity,
increased productivity depended heavily on the morale workers brought with them to
the factory. According to Marx, any shortening of the workday would be
accompanied by an increase in the intensification of labor. The gradual reduction of
the workweek to forty hours from the extensive workweeks of the 1800’s was indeed
made possible by an intensification of work effort. Nascold (1979) correctly
cautioned that, “the traditional trade union policy of countering increased
intensification by curtailing the length of the workers labour fails to consider the
consequences in terms of intensity that will follow a contraction of this nature.”

[t is not surprising that Marx was one of the first to emphasis the intensity of
work in the work time debate because he was also one of the first to articulate the fact
that human laborers are starkly different from the labor power that is extracted from
them. Unlike machines, a worker can apply herself with varying degrees of intensity
and zeal. As Nyland (1989) points out, the employment contact typically consist of
two elements: first, an agreement on the wage per unit of time; second, an agreement
on the amount of work to be undertaken — that is an “effort bargain.” Typically, the

wage rate is precisely defined while the effort bargain is implicit or nebulously

defined. According to Nyland (1989, p.38),
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At most there are vague references to an implied level of effort considered
acceptable which rests on intuitive norms of what constitutes a fair day’s
work... What the employer pays is predetermined while what is received for this
payment is open-ended.

Indeed, work intensity is determined by a plethora of factors. The most salient
determinates being; work satisfaction (through both material and intangible rewards),
work safety, effectiveness of management, cost of job loss, and equality or
opportunity. Workers, treated as societal beings and not reified inputs into the
production process, will likely manifest a more intensive labor power. Their personal
lives matter and the time they spend away from work-may greatly enhance their
productivity while on the job. Braverman (1974, p.9) employs similar terminology in
his commentary of the separation between labor and labor power,

Labor, like all life processes and bodily functions, is an inalienable property of
the human individual. Muscle and brain cannot be separated from persons
possessing them; one cannot endow another with one’s own capacity for work,
no matter at what price, any more than one can eat, sleep or perform sex acts for
another. Thus, in the exchange, the worker does not surrender to the capitalist
his or her capacity for work. The worker retains it, and the capitalist can take
advantage of the bargain only by setting the worker to work. But what the
worker sells, and what the capitalist buys, is not an agreed amount of labor, but
the power to labor over an agreed period of time [sic].

Whereas classical economists made work time a non-economic issue,

Marx’s emphasis on class relations and productivity brought the subject back to
the forefront. As Nyland (1989, p.78) notes, the neoclassicalists made “no real
attempt to integrate the issues of fatigue and the workers’ need for adequate time
to recuperate from the demands of the production process into the debate as did

Smith, Marx, Chapman and Florence.” Marx’s caustic criticism of the conflicting

nature of capital and labor was crucial in compelling the economics profession to

32

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



address the issue of labor market inequities. Thus the stage was set for work time
to become a central issue in the dialectical relations between worker and capitalist
and one that labor activists would soon seize upon.

Although Veblen did not comment specifically on work time at any great
length, his essay on “The Instinct of Workmanship and the Irksomeness of Labor”
(1964) is particularly insightful when examining how individuals view the work
process in a capitalistic setting. For Veblen the aversion to labor, seemingly
ubiquitous in industrial democracies, is merely a habit of thought created by invidious
displays of predatory power. In Veblenian terms, the instinct of sportsmanship may
appear to dominate workmanship, if those with a proclivity to fight or pillage rather
than work unduly influence cultural customs and norms. In explaining why labor is
often viewed as irksome, Veblen (1964, p.83) writes,

[f mankind is by derivation a race not of workmen but of sportsmen, then there
is no need of explaining the conventional aversion to work... Work is
unsportsmanlike therefore distasteful, and perplexity then arises in explaining
how men have in any degree become reconciled to any but predacious life.

Since the spoils of work result from a dominance over oneself, there is little
room for exploitation and hence little to attract the predacious individual. Only the
dominant soul will try to rid himself of the “need” to work in order to devote more
time for exploitative pursuits. Society has thus come to think of leisure time as being
synonymous with superiority, wealth and power. Leisure time becomes an invidious
display of wealth and is, therefore, neurotically coveted by individuals from nearly

every station of society.
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The “neurosis” stems from the fact that the cultural mores compelling us
towards the pursuit of leisure time are in discord with what our natural instincts are
telling us. Veblen (1964, p.84) offers substantial evidence that mankind has
historically been driven by workmanship rather than sportsmanship,

Throughout the history of human culture, the great body of the people have
almost everywhere, in their everyday life, been at work to turn things to human
use. The proximate aim of all industrial improvement has been the better
performance of some workmanlike task... It will not do to say that the work
accomplished is entirely due to compulsion under a predatory regime, for the
most striking advances in this respect have been wrought where the coercive
force of a sportsmanlike exploitation has been least... Whenever they
dispassionately take thought and pass a judgment on the value of human
conduct, the common run of mature men approve workmanship rather than
sportsmanship.
The lesson in Veblen’s teachings is that purposeful activity is not in and of itself
irksome, but laboring under a predatory or sportsmanlike system may create the
confusion that it is the labor rather than the situation that is resented. Veblen refers to
this confusion or workplace disharmony as a sort of spiritual disincentive. Veblen
(1964, p.95) writes,
The irksomeness of labor is a spiritual fact; it lies in the indignity of the thing.
The fact of its irksomeness is, of course, none the less real and cogent for its
being of a spiritual kind. Indeed, it is all the more substantial and irremediable

on that account. Physical irksomeness and distastefulness can be borne, if only
the spiritual incentive is present.

Culturally instilled values of competition and acquisitiveness create a demand
for leisure as a display of conspicuous wealth, not as a means of escaping social
involvement or useful effort. The fact that those in the lower stations of the work
force typically show a greater aversion to work speaks to the fact that the repulsion

does not necessarily stem from the work itself, but the predatory hierarchy of the
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system. In a Veblenian sense, restructuring economic activity — perhaps by
supplanting corporate production with household production or volunteerism — may
well lead to a more enjoyable way of obtaining material sufficiency.

Veblen’s analysis of the predatory nature of work arrangements
complemented Marx’s strictures of capitalistic labor processes and provided
mounting evidence for proponents of reduced work time. As Marxist and other social
criticisms of the labor market began to threaten the mollifying powers that the pursuit
of growth had on the working class, Neoclassicalist economists routinely appealed to
free will as an argument against work time reductions. A legislated reduction of
hours, it was argued, would be an infringement upon the civil liberties of those who
wished to work longer. In the neoclassical mindset, work time decisions should be
the prerogative of the sovereign worker. For instance, the Marginalists chose to
explain the late nineteenth-century movement for shorter hours as the propensity of
workers to seek free time as real incomes rose. The movement towards shorter hours
was thereby trivialized in mainstream economics as a simple consumer choice
calculus between goods and leisure, rather than a bona fide means of bringing about
improvements in labor productivity and societal welfare. Thus, although some
questioned the distributional justice of industrial economies and the ability of workers
to make truly sovereign decisions, the “rising tide” of economic growth and
deregulated labor markets persisted as lodestars of economic policy.

Political Economist John Rae took exception to the notion that the short hours

movement grew out of a penchant among the working class for shorter hours as a
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result of greater real incomes. Rae (1894, p.218) claims that, “this theory of the
origin of the short hour movement, while containing elements of theoretical
plausibility, is not in accordance with the historical facts.” It was not the high-paid
workers that were demanding shorter hours with their new-found, greater disposable
income, but just the opposite. Rae (1894) believed that relatively low-paid workers
had been the true gadflies in the short hour movement, often sacrificing out of their
abject penury to obtain them.

Since it is more difficult for penurious workers to cope with wage reductions,
there was added incentive to increase productivity. Consequently, Rae (1894) was
convinced that increases in labor productivity would be the salient result of further
work hour reductions. In 1894, Rae (p.240) wrote:

The question of questions therefore, in connection with any proposed further
reduction of the hours of labour, is the question of the probable effect of the
change on the personal efficiency of the workpeople. If short hours meant short
product, they would mean short profits and short wages too; and good wages
are at present as essential to the improvement of most of the working class as
more leisure; but shorter hours may not really mean shorter product, for they
may so better the quality of labor that as much is done afterwards in the short
day as was done before in the long. They have invariably had that result sooner
or later hitherto; and the pith of the eight-hours question is the question of how
far a new reduction of the day of labour may be reasonably expected to be
attended with that result again.
Rae (1894) believed it impossible to predict an exact measure of the degree to
which the quality of the workers’ labor power would be enhanced by a further
reduction in work time, but that such knowledge could be gained by
experimentation. Rae called for more empirical studies to be undertaken in hope

of overcoming the prevailing preconceptions of those asserting that work time and

output were proportionately related.
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Rae (1894) also groped towards the notion that firms could experience
productivity enhancements from work hour reductions through a type of “shock
effect.” Competition alone may not be a sufficient means of ensuring that capitalists
utilize resources in the most productive manner. He argued that firms often possess
hidden “reserves of personal efficiency” that tended to be discovered and tapped
wherever and whenever reductions in standard times were introduced. Rae (1894)
promulgated three manners in which work time reduction could foster greater labor
productivity. First, a work hour reduction enabled both machine and worker to toil
more intensively. Second, shortened work time also enabled workers to labor more
intelligently due to lessened fatigue. Third, better management practices would allow
employers to tap a reserve of efficiency formerly concealed by long work schedules.

Productivity improvements could come from a ‘hauling in of slack,” from
abolishing old habits of working in fits and starts or of sheer dawdling. When
employers are compelled to adopt reduced schedules, they put more effort into
ensuring that labor time is utilized as efficiently as possible. In additional to using
workers more efficiently, an alteration of work times could inveigh firms to better
manage their plant, property and equipment. As contemporary experience in Europe
has shown (see Chapter 6), the management of personnel and machinery scheduling
in the United States might be stuck in a rather backward state.’ The extension of
machine-operating hours represents a potential reduction of per unit labor cost for

employers and, consequently, a higher standard of living for workers. The interest

* International airline carriers may provide the best example of the efficient use of expensive capital
equipment as they make valiant attempts to keep their aircraft in flight as frequent as possible.
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and other overhead costs of plant, property and equipment can be economized upon

when operating hours are expanded.
S.J. Chapman (1909, p.369) offered a simplistic way of contemplating the
benefits of longer operating hours,
[f work hours per day were raised from ten to twenty-four, then, the reaction on
the efficiency of labor (of reduced work hours) still being disregarded, the old
output could be obtained with five-twelfths the old capital; the consequence

would be a fall in interest, an augmentation of the amount of the plant per head

of the people working with it at one time, and therefore, an increased output per
head.

As the link between individual labor hours and operating hours was broken, the
capitalists could economize upon almost every fixed cost of production. Thus, one
implication of work time reductions continues to be a re-examination of shiftwork
and its relation to production and operations management. As the industrial
revolution reached maturity, operations management in both the United Kingdom and
the United States underwent a restructuring of this sort in the name of Taylorism-
named after its innovator Fredrick W. Taylor.

As the close of the nineteenth century set in, both the United States and
Europe witnessed the development of large monopolies and the wholesale
consolidation of large industries (Nyland, 1989). The greatly expanded size of the US
corporations in particular enabled them to exercise substantial control over the
market.

Rather than using the traditional method of increasing efficiency to bring about an
acceptable level of profit, American firms used their significant clout to curtail

competition and restrict production (Veblen, 1978). Growth in the size of firms
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created difficulties with labor control because workers soon realized that, given the
existing wage system, there was little to gain from working harder. Capitalists of the
time tended to view the buying and selling of labor as a “zero-sum game” in which a
gain to the employee was a loss to the employer. A fair day’s wage was set in
accordance with the customary wages prevailing in the locality, and piece rates were
frequently reduced if per unit labor costs rose much above those for time rates
(Nyland, 1989). With firms paying what many today would call “inefficient wages,”
workers had an inordinate incentive to shirk and voluntarily withdraw their
productivity.

The labor management problems stemming from the concentration of
industries soon gave rise to a new movement of scientific management. Since the
movement was spearheaded by Frederick W. Taylor, it came to be recognized under
the label of “Taylorism.” Taylor believed that his systematic approach provided the
means to ameliorate the managerial problems of low productivity, stagnant wages and
slacking profits. He also believed that the scientific management of large firms could
provide a profound benefit - that being a means of easing the struggle between the
classes. He argued that workers wanted, above all, high wages from their employees,
while the employer coveted labor power at a price that would lower costs of
production. These motives, Taylor insisted, were not diametrically opposed. They
could be made congruous if “both employer and worker turned their attention from
the division of the spoils of production and concentrated instead on applying science

to increasing the magnitude of the output and surplus (Nyland, 1989).”

39

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Taylor envisioned productivity increases so large that the long-standing
frictions between capitalists and workers would vanish into thin air. However, he
believed there were two primary obstacles to be overcome in attaining the goal.
Taylor (1903, p.1348) writes,

The chief causes which produce this loss to both parties are: First, and by far

the most important: The profound ignorance of employers and their foreman as

to the time in which various kinds of work should be done (and this ignorance

is shared largely by the workmen) ...Second: their indifference and ignorance

as to the proper system to adopt and the method of applying it, and as to the

individual character, worth, and welfare, of their men...On the part of the men

the greatest obstacle to the attainment of this standard is the slow pace which

they adopt, or the loafing, soldiering or marking time, as it is called.
Since capitalists had little knowledge of what was the most effective means of
accomplishing production tasks or how much work their employees were capable of
sustaining, they had no accurate way of knowing if they were receiving a fair return
on the wages they paid. Consequently, they were perpetually tempted to cut wage
rates or demand longer hours when faced with increased competition. Based on his
assumption that workers were innately indolent, Taylor felt that capitalists could not
rely on the workers’ goodwill to bring forth higher labor productivity. Higher
productivity could only be brought about by the pecuniary rewards of higher wages
(Taylor, 1903).

Taylorism was greatly disparaged for its supposition of financial reward being
the worker’s primary motivation. The theory was maligned for ignoring the human
relations of workers and the worker’s capability to respond to influences other than

money (Nyland, 1989). The failure to treat workers as social beings had the potential

to inflict acute distress upon the working class. Many British critics argued that the
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development of scientific management needed to be accompanied by the growth of a

strong, independent labor movement with the power to bridle the manner in which

Taylor’s tools were used. As Cole (1928, p.56) argues,
Time-study, motion-study, and the other expedients of Scientific Management
may have some beneficent results, especially in such spheres as the study of
industrial fatigue and the relation of output to hours of labour. But here again
science must not be the monopoly of the management or of the employer. The
Trade Unions must equip themselves with the knowledge that is required, and
“science” must become the handmaid of collective bargaining.

Thus, in addition to being a management issue, the “science” of labor usage became a

major concern for labor unions.

A cadre of progressive minded political thinkers in Britain provided the labor
movement with a sound theoretical foundation for an hours-reduction movement.
The theory of hours redistribution, espoused by advocates as varied as H.M.
Hyndman, Sidney Webb, George Bernard Shaw, Henry George, J.S. Mill, and David
Hume, held that fewer hours would shift wealth from capital to labor (Cross, 1989).
[n essence, the redistributionist argument was a rejection of the classical Wage-Fund
theory, which claimed that job-sharing schemes would only reduce individual
salaries. The “Redistributionists” showed how reduced hours could raise wages:
workers’ pay was not the product of output divided by the supply of labor but was
determined by labor demand. Reduced hours would force employers to hire
additional workers and thus raise wages. This argument relied on what has become

known as the “lump-of-labor” theory. It is essentially the proposition that there is a

limited number of work hours within the economy and that limiting individual hours
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is akin to a reduction of labor supply. According to this reasoning, limiting work
hours was an effectual way to reduce the “surplus army of unemployed workers.”
Acting in unison, workers could inflict a collusive reduction in the supply
of labor - not unlike the method used by the cartels of other productive factors.
Lower profit, interest and rental income would soon follow for the capitalist,
rentier, and landlord. The “Redistributionists” thusly joined Adam Smith in his
admonition that a single unorganized worker was at a competitive disadvantage in
bargaining over wages and hours with employers who are always and everywhere
in a state of collusion. For these later day disciples of J.S. Mill, labor unions and
strikes became a valid strategy for labor in its attempt to counterbalance the power

of the capitalist.
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The Labor Movement and Work Time
“I want bread and butter for every working man and an hour to think. "
— Samuel Gompers

During the inchoate days of labor union history, increases in leisure time were
viewed by labor leaders as a benefit of a well-functioning economy. Workers, who
were liberated from the tyranny of the clock, were able to engage in socially-
favorable activities such as childcare, skills transfer, volunteerism, and other
community efforts. Mindful of the fact that productivity increases could yield
dividends in the form of shorter workweeks or higher wages, labor unions once
battled as truculently for hour reductions as they did for wage increases.

In their fight for shorter hours, however, labor leaders did not take an “anti-
progress” approach to the cause. Unions were initial apologists of automation,
viewing mechanization as a means for all workers to share in the fruits of increased
free time. Thus, efforts to preserve the family did not look to revert to the earlier
agricultural or cottage industry, but rather advocated family time spent away from the
factory. Instead of abandoning the factory system, reformers searched for ways to
make it more humane.

Britain’s Ten Hour Act of 1847 was the first major work hour reduction
achieved through organized efforts. The movement started in 1819 when legislation
demanded a twelve-hour day for children in cotton textile factories. By 1833, the
maximum work hours for children were reduced to eight. Finally, in 1847 working

hours for women and children were restricted to ten. Initially, these laws only applied
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to textile factories, but were gradually extended to a variety of trades. Although they
excluded men, Cross (1989, p. 25) argues that, “the close relationship between male
and female labor often led to the same reduced hours for men.” The combined labor
legislation of the mid-1800s is commonly referred to as the Factory Acts.

The Factory Acts provided the first real pretext for an advance debate on work
time. Nassau Senior was particularly active in the debate, but, unfortunately, his
insights paled in comparison to his alacrity for the issue. Although his analysis was
later disparaged and largely discredited, Senior asserted that a reduction in work
hours would inevitably lead to a reduction in output due to idle capital. In his Lerters
on the Factory Acts, 1837, Senior states, “When a labourer lays down his spade, he
renders useless, for that period, a capital worth eighteen pence. When one of four
people leaves the mill, he renders useless a capital that has cost 1000.” What Senior
and others had overlooked is that the spade or machinery could certainly be employed
by other workers. Indeed, if but one employee is trained to use a piece of capital
equipment, the productivity of that capital will be much lower than if a team of
trained employees were to mix their labor with it at different times. But nothing says
that multiple workers cannot mix their labor with capital at various times to prevent it
from ever laying idle. Such swiftwork was quite prevalent during the time of Senior’s
commentary, which is what makes the banality of his analysis most curious. As the
case studies in chapters four and six illustrate, productivity windfalls associated with
the ascendancy and sophistication of shiftwork in the intense market economy is

testament to the benefits of the frugal usage of expensive capital and overhead.
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British workers were not the only ones to enjoy relief from excessive work
hours. Resistance to exhausting work standards heightened throughout the 1800’s,
and culminated in major hours reduction in a variety of countries. As early as 1827 in
France, J.J. Bourcart, a textile manufacturer, argued that the fifteen-hour day in
French mills was less productive than the twelve-hour day that prevailed in Britain.
Moreover, long hours for French children were producing a generation of moral and
physical degenerates. Bourcart cited British medical advisers such as Dr. C.T.
Thackrah of Leeds, who stressed that with long factory hours, “human beings...decay
before they arrive at the term of maturity (Cross, 1989 p.31).”

With work hour restrictions in place, however, employers became increasing crafty in
their speed-up techniques and the ten-hour day was soon perceived by workers as
being exasperatingly intensive. This increasingly intensity led to still greater efforts
to make working hours less extensive around the globe.

Toward the end of the 19" century, the shorter work hours movement became
popular in America as well. Work hours were central to one of the most infamous
labor conflicts in American history. In Chicago on May 4, 1885, three thousand
persons gathered to protest long hours and abject working conditions. As dawn
approached, 180 policemen advanced and ordered the crowd to disperse. When a
bomb exploded near the police — killing seven officers and wounding sixty — they
fired into the crowd killing several people and wounding two hundred. With no
evidence as to the origin of the bomb, the police arrested eight anarchist leaders in

Chicago - only one of which had even been at Haymarket that day. When the jury
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found them guilty and sentenced them to death, it immediately incensed global
interest in labor conditions. The Haymarket Massacre galvanized the labor movement
and served as an impetus for labor to become an influential political force in America.

In the early day of the American Labor movement, the curtailment of the
working day was a chief political concern in America. During the Great Depression,
for instance, significant work reductions were proposed as a stratagem to reduce
unemployment. The thirty-hour-work week, it was argued, would put pressure on
employers to hire back a portion of the 25 percent of the work force that had been laid
off in the early 1930’s. Legislation of a thirty-hour-work week actually passed the
Senate during the Roosevelt Administration, but met truculent opposition by business
leaders whose political clout allowed them to convince the President to abandon the
bill.

In the post WWII era, the Labor movement in the US seemed to ascribe less
importance to the issue of work duration than it had historically commanded. Aftera
long post World War II hiatus, however, work time issues have slowly climbed back
to the top of labor union agendas in both America and Europe. Since unemployment
remains a chronic malady in many European countries, the lion’s share of work time
reduction plans proffered overseas are done so with an eye towards reducing
unemployment or layoffs. In America the objective of most work time reduction

plans is to increase employee retention and recruitment. This goal has tended to

* Unemployment would likely be as significant a problem in the US as it is in Europe if it were not for
massive Federal employment of military personnel and the controversial incarceration of 1.5 million
working age men (See Reich, 2000 Marketplace.)
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favorably impact the firm’s overall productivity and is quite congruent with the
efficiency week approach to work time determination that is presented in chapter four.

Although the objective of European work time reforms of ‘spreading the
work’ and increasing economic participation throughout society is a commendable
one, they have tended to overlook the productivity gains that have been realized by
simply allowing workers to toil fewer hours per week. Labor unions might be better
served by emphasizing the potential for labor productivity enhancements over the
employment gains brought about by work time reductions. Present day labor leaders
should indeed take advantage of the growing body of European evidence that supports
the “efficiency week hypothesis,” outlined below. In so doing, they could begin to
advocate an agenda of work time reform that has the potential of returning the US
economy to the productivity growth rates that were once prevalent when Americans
worked less.

The alternative narrative to the history of work time offered in this chapter has
uncovered evidence that casts suspicion on the notion that the workweek is founded
upon technical or physiological criteria. Work hours have been characterized by
substantial variation across countries, industries, cultures, and societal arrangements.
Just as the iron-law of wages was culturally defined rather than physiologically
determined, work durations are prostrate to similar institutional influences.

Prevailing work hours seem to result from a culmination of influences including;
labor struggles, the altruism of welfare capitalists or progressive governments, and
even tight labor markets. To say that work hours are solely determined by the

economic calculus of workers and employers does not seem consistent with historical
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facts. On account of this inconsistency, the work hour determination process will be
further examined in chapter three. Prior to that, however, it is worth investigating the
manner in which contemporary economists have come to measure the work hours the

average American worker and other critically important laborforce subgroups.
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CHAPTER TWO

CONTEMPORARY U.S. WORK HABITS AND THE WORK TIME DEBATE

This chapter attempts to illuminate the trends in work time for the average
American worker and important sub-groups with the laborforce. It addresses the now
controversial topic of whether or not the average American worker is logging more
hours today than in the early 1970s. The examination of this controversial topic
requires an investigation of the evidence in the debate over the growth rate of average
working hours and the measurement techniques commonly used. This inquiry is
potentially fruitful because it assists in contemplating worker claims of excessive
work hours and also helps in considering the impacts of labor market trends on labor
and social productivity. The subject of the variability of work hours also casts light
on the broader research question of whether or not contemporary work times are

determined by technical or natural laws or if other institutional aspects are governing

work schedules.

Work Hours for the Average American Worker
Be it an effort to achieve increasingly profligate lifestyles or simply an

attempt to combat declining real wage rates and job insecurity, Americans have not
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enjoyed more free time as a quid pro quo for their increased labor productivity. Quite
the contrary, most work time studies have concluded that the average American
worker has experienced a steady increase in work hours over the past several decades.
Reports from the International Labour Office (ILO) recently indicated that the
average US worker logs more work hours than any other industrial worker does. The
ILO’s Key Indicators of the Labour Market reports an average American workweek
of forty-six hours in 1998.

Indeed, much of the increase in work hours has been a result of the strong
economic growth the US has experienced relative to other nations over the last
decade. However, even when such growth is statistically controlled for, work time
figures have shown a gradual increase for nearly three decades. Depending on the
estimate chosen, the average American manufacturing worker now toils between 65
to 165 hours more per year than in the early 1970’s (Schor 1992, 29; Mishel and
Berstein 1994; Bloodstone and Rose, 1997). This same time span has been plagued
with a gradual deterioration in productivity growth rates. A principal objective of this
discourse is to address two questions that stem from these developments. First, could
the overworking of the American hireling be contributing to paltry labor productivity
gains? Secondly, could longer individual work hours, an inequitable work hour
distribution, and longer paid labor hours for households be resulting in smaller gains
in social productivity? Before addressing these productivity issues in later chapters,
the objective of this chapter is to separate fact from fiction in the debate over the

growth of working hours.
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Claims of increased work time among American workers are not without their
critics. A minority of analysts has argued that work hours have actually fallen in the
U.S. This conflict has sparked a debate over how to properly measure work time and
correctly interpret the data. Since this debate warrants attention in any work time
discussion, it is instructive to explore it here before attempting to discern the actual
trends in modern work time.

Since the late 1980’s, the topic of working hours has increasingly captured
public attention. A growing number of economists are now challenging the notion
that Americans are subject to rather constant levels of working hours. On one side of
the debate, economists have employed survey data from sources such as the Current
Population Survey (CPS), the Census and the Panel Study of Income Dynamics
(PSID) to show a marked increase in working hours. On the other side, researchers,
relying on time diary data, have claimed that Americans are experiencing more leisure
time than ever before.

Generally, there are three main data sources for hours of work. The first is
data provided to the government by businesses. This data source has had little
bearing on the working hours debate because it measures hours per job function rather
than per person. Due to the growth in moonlighting and the underground economy,
the establishment data is not particularly useful in analyzing trends in individual or
household time data (Schor, 1997). The second type of data is household surveys.
These are typically large government data sets that provide representative samples of
the population. They use recall questions about weekly hours and weeks of work per

year such as “how many hours did you work last week?” The inquiry as to “weeks of
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work per year” greatly differentiates the household surveys from the third data
source- time diaries. In time diary surveys, respondents are asked, at fifteen-minute
intervals, to record how they are using their time over a 24-hour period. Some of the
time diary surveys use recall methods similar to those of the household surveys in
every manner but frequency.

As Table 1 illustrates, household surveys have been the most popular, and
perhaps the most reliable, source of data on work time. Their superiority over the
employer surveys stems from the fact that employers only record hours on particular
jobs. Therefore, the hours worked by multiple job-holders are not captured by
employer data. If a worker switched from working 40-hours at one job to working
25-hour at two jobs, the employer survey would signal shorter working time while
household surveys would show just the opposite. The chief advantage household
surveys have over time-diary surveys is that time diaries only accurately measure

weekly hours and have not been used to measure annual hours.
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Period

Table 1. Work Time Research Findings

Change in Work Hours (Average)

Sample

Data

Sources

1979 to | +3% Increase (63) Annually Men Economic
1994 +36% Increase (317) Annually Women Policy
Institute
1976 to | +2.4% (1) Weekly, (100) Annually Men Women | CPS Rones, lig
1993 +5.9% (2) Weekly, (233) Annually & Gardner
(1997)
1982 to | +140 Annually Workers CPS Uchitelle
1995 Aged (1997)
24-54
1967 to | +3.3% (66) Annually Workers PSID | Bluestone
1989 Aged 24-54 & Rose
(1997)
1982 to | +140 Annually Workers PSID | Bluestone
1995 Aged 24-54 & Rose
(1997)
1982 to | +600 Annually Working PSID, | Bluestone
1995 Couples CPS & Rose
(1997)
1969 to | +7% (86) Annually, Average CPS Leete &
1989 Worker, Schor
+16% Annually Working (1994)
Families
1969 to { +98 Annually, Men, CPS Schor
1987 +305 Annually Women, (1991)
+163 Annually Average
1973 to | +10.3 Weekly (Median) Workers Poll Louis
1995 Harris &
Assoc.
1960 to | -2.1% (.9) Weekly, White Men Censu | Coleman
1988 -1.9% (.8) Weekly, Black Men s &
-2.0% Weekly, White Women Pencavel
-3% Weekly Black Women (1993)
1965 to | -5 Weekly Workers Time- | Robinson
1985 Diary | & Godbey
(1997)
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As previously mentioned, the contention that Americans are working longer is

not without controversy. In A Quest for Time, authors Robinson and Godbey (1997)

argue that time diaries more accurately reflect work times than the government
surveys which analysts have hitherto relied upon. Their analysis of time diary data
results in average work hours actually falling between 1965 and 1985. The scholars
claim that interviewees have a clouded notion of what they consider work when
reporting it to government officials, because they often include lunch breaks and
commuting time in their estimates. Presumably, the nebulous effect does not apply to
individuals logging work time into a diary at shorter intervals.

The motivation behind why an individual would exaggerate their work hours
to a government interviewer is difficult to fathom and frustratingly unexplained by
the time diary analysts. To the contrary, Veblenian psychology provides some
reasoning as to why individuals might just as likely opt to under-estimate their work
times while responding to a survey. Rather than wanting to appear assiduous to the
same government officials that collect taxes every spring, survey respondents may
wish to display an indifference to work. One of the chief ways in which Veblen’s
leisure class displayed their pecuniary prowess was through a detachment from the
labor process. By not needing to work, the wealthy could invidiously distinguish
themselves from others. In our contemporary work and spend society, there is little
reason to believe that respondents are any less susceptible to such temptations today.

Perhaps it is not that survey respondents over estimate their work hours, but that time

diaries under estimate work times.
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Nevertheless, inspection of the time dairy data leads the authors to conclude
that modern workers are not overworked but that they simply feel that way. Rather
than spending more time on the clock, the US workforce may be spending more time
in front of the television. Robinson and Godbey (1997) concluded that between 1965
and 1985 hours of work have actually fallen for the average worker by approximately
5 hours per week. Weekly hours for women declined from 36.8 to 30.8, while men’s
declined from 46.5 to 39.7. It is important to note, however, that a great deal of the
decline occurred between the years of 1965 and 1975. After 1975, weekly hours
increased by 2.5 for women and fell by 4.2 for men. What is even more curious is
why the authors elected to exclusively focus on the 1965 to 1985 period when more
recent time-use data are available.

While time diary advocates critique the quality of answers provided in the
household survey, others (Schor, Leete, Mishel, Rose, Bluestone) claim that the
surveys are superior to time diaries because they emphasize the importance of
measuring annual hours and accounting for business cycles and labor market trends.
They argue that the time diary approach, which simply takes a snapshot of a 24-hour
period, fails to account for changes in working hours due to altered vacation time or a
variety of macroeconomic influences. To illustrate the importance of considering
annual hours worked, two-thirds of the increase in working hours cited by Schor
(1992) occurred as a result of a growth in weeks of work per year. These substantial
increases are unlikely to be adequately reflected in the smaller samples used under the

time diary methodology, which only measure 24 hour periods.
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Perhaps the greatest point of contention between proponents of household
surveys and those of time diaries is the treatment of variations in the labor market and
macroeconomic conditions. It is commonly accepted that average work hours rise
during expansions and fall during recessions. The recent growth in overtime hours
among US workers, spurred in part by robust economic growth, typifies the
problematic nature of the long-term measurement of work trends. In order to capture
a trend in work hours over an extended time period, working hours should be
calibrated at consistent points in the business cycle (i.e. from peak to peak).
Otherwise, the trend regression should be corrected by the inclusion of a cyclical
variable. Such corrections are now standard practice among economists using
household data. Time diaries have never taken these problematic factors into account,
likely because it would be near impossible to correct for them (Schor, 1997).

An additional criticism of the time diary approach offered by proponents of
the household survey is that time diaries divide the population into the employed and
unemployed. The failure to differentiate between states of robust economic activity,
characterized by high labor market participation, and depressed economic conditions,
characterized by unemployment and underemployment, results in a faulty
representation of leisure time trends. Schor (1997, p. 5) argues that this is probably
the most important source of difference between her estimates and the time diary
studies of Robinson, etal. Schor (1997, p. 5) claims that during the period under
consideration, “there was a pronounced upward trend in unemployment and, more
importantly for the estimates of hours among employed persons, in under-

employment, defined as involuntary part-time and part-year work.” Whereas the

56

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



household surveys identify the “labor-market constrained” the time diaries do not,
leading to a misleading picture of the typical Americans time schedule.

Schor’s estimates correct for the growth of the underemployed, which
partially explains why her findings dwarf the increase in working hours found in
studies that solely adjust for business cycle fluctuations. Also telling in this respect
are the findings of Coleman and Pencavel (1993). Using Census data, they find that
hours of work have fallen for individuals of low educational attainment, and risen for
those with high attainment. Underemployment has been concentrated among those of
lower educational attainment, and also among black males. Since time diaries do not
separate the underemployed, they fail to capture the growth of a bi-modal distribution
of work hours.

[f average hours of work for a random sample fall because involuntary
underemployment is rising for certain populations within that sample, the general
conclusion that Americans have more free-time, while strictly speaking true, is
misleading. Although aggregate free time in society may be creeping upward, those
doing the work of the world may be more harried. As Schor (1997, p. 6) illustrates,
“the growth of a bi-modal distribution in hours (of work) which has emerged since the
late 1960’s is perhaps the major development in time-use trends which cannot be
illuminated by the time diaries [sic].”

Today'’s labor force seems to be comprised of an overworked segment of full-
time workers and a growing group of underemployed whose annual hours are

shrinking. Schor (1997, p.6) reiterates her critique of the time diaries by stating that,
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Failure to account for this development, rather than the psychological processes
they invoke, may well be the most important source of the disconnect between
Robinson and Godbey’s claim that the average American has more free time
than ever before, and the pervasive sense of overwork, stress, and speeded-up
pace of life that everyone agrees has taken hold.
While there is little controversy that time diaries are the most accurate measures of
individual time use at a particular point in time, they are not particularly useful in
assessing trends in the average work hours over an extended period of time. Itis
difficult to imagine how time diaries could adequately assess trends in working hours
over a long time period.

Numerous studies using household surveys, such as the CPS and PSID, have
shown that in the last two decades work durations have steadily increased. Juliet
Schor (1991,1) points out that the change in any one year is imperceptible (9 hours),
but, cumulatively, the increase is alarming. By Schor’s (1992, p.29) estimation, the
average manufacturing worker in the US now labors an additional month- 163 hours
per year. In response to these provocative conclusions, other analysts have
corroborated the increased incidence of longer work hours amongst American
workers, but on a slightly smaller scale. A study by Mishel and Bernstein (1994), for
instance, confirms the mettle of manufacturing workers, by concluding that from
1973 to 1992 annual average hours increased by 100 (or 6 percent).

Bluestone and Rose (1997, p.58) have more recently examined the issue and,
although their magnitudes are more modest, they likewise find an increase in work

durations. Using data from the Panel Survey of Income Dynamics (PSID) and

statistically controlling for business cycles, the researchers find a 66-hour increase in
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average annual work hours from 1967 to 1989 — the equivalent of 1.5 weeks of full-
time work per year. Bluestone and Rose (1997, p.65) argue that data from the Panel
Survey of Income Dynamics provides a more accurate measure of work hours
because respondents are questioned in greater detail about vacation days, leaves,
primary and secondary jobs and the like. “Unlike the CPS, this longitudinal data set
includes many questions about work experience including multiple job holding and
overtime (Bluestone and Rose, 1998, p. 428).”

The feminization of the workforce is a major factor influencing the expansion
of work time. As a general rule, there has been a slight reduction of men’s work
hours and a substantial increase in women’s hours. Bluestone and Rose (1998, p.434)
find that female workers have experienced a nearly continuous increase in both
weekly and annual work hours. It was once thought that burgeoning work hours for
women would plateau but the levels continue to rise as more women are shifting from
part-time to full-time positions. Between the years of 1989 and 1996, the average
work hours for women increased by 61 hours (3.4 percent) per year — continuing a
generally unbroken trend toward increased hours dating back several decades.

Consistent with almost all other survey data sources, the Panel Study on
Income Dynamics shows that work hour increases have not been colorblind.
Although the gap between whites and blacks is closing, white workers still log
more hours per week. “In 1975, whites worked 1.6 more hours per week than
blacks; by 1996, the gap had closed by more than half to 0.64 hours (Bluestone

and Rose, 1998 p.434).” However, the attenuation of the racial gap has been less
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promising when annual hours are considered, as black workers routinely work
fewer hours per year. Hispanics have generally shown the slowest increase in
weekly hours.

Work time trends can also be delineated by educational attainment. The vast
majority of surveys show that the more educated the worker, the longer the
workweek. According to Bluestone and Rose (1998, p.434), college educated
workers averaged 41.8 hours per week in 1996 compared to only 35.1 hours for high
school dropouts. The fact that higher educated workers often have higher quality jobs
of less physical and psychological burden makes them less resistant of workweek
increases. Moreover, the Fair Labor Standards Act exempts employers from paying
overtime compensation to professional/intellectual workers, giving employers a
financial incentive to overwork their professional staff. Whatever the incentive

structure, highly educated individuals are clearly working longer hours.

Two Unequivocal Work Time Trends

Although the work time of the average worker continues to be debated, two
trends have unequivocally emerged from the work time data. First, there has been a
drastic increase in labor hours performed per household. Second, the distribution of
work time has assumed a bi-modal pattern, with clusters of individuals working either
longer or shorter hours. Nearly every data source that can feasibly capture household
work statistics shows that households are now logging substantially longer
workweeks. Bluestone and Rose (1997, 66) have recently analyzed PSID data to

illustrate a mammoth increase in the average hours worked by households. Their
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calculations conclude that “for all husband-wife working couples, family work effort
increased by more than 32 hours per year for each year of the 1970s and 1980s
(Bluestone and Rose 1997, 66).” This amounts to households increasing their annual
work time by an enormous 684 hours- or 4 months- over the course of two decades.

Jacobs and Gerson (1998, p. 456) find similar evidence of this trend using
Current Population Survey data to analyze weekly rates. The CPS data confirms that
most couples joint workweek has dramatically increased. As table 2 shows, the
average couple is working 10 more hours per week for pay than was the case in 1970
(62.8 hours of paid employment, compared with 52.5 hours in (1970). Such findings
show that, although the actual increase in work durations for an individual
manufacturing worker may be slightly lower than Schor (1991) estimates, the increase
for families is prodigious. Schor (1997, 3) also cautions that the rise in household
working hours is not entirely due to rising workforce participation rates among
married women. Her estimates compare today’s dual-earner household with dual-
income families in 1967 and still show astonishing growth rates of 640 more hours
per year.

Table 2. Joint Weekly Hours of Paid Work by Married Couples, 1970 to 1997.

1970 1997
Total (All Couples) 525 62.8
Male Breadwinner 44 .4 4.7
Dual Earner 78.0 813
Wife Only Works 355 369

Source: Jacobs and Gerson (1998) analysis of CPS data.
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Heath et al (1998) also find that from 1971 to 1991 the average dual-earner
family increased their paid labor hours by 8.5 percent (from 69.6 hours to 75.5 hours),
or nearly 6 hours per week. The analysts further examined the composition of the
increased paid labor force participation of households. Male earners in traditional
families actually decreased their labor market hours by 2.5 hours per week (5.5
percent). By contrast, females heading households increased their paid iabor hours
over the period by 3.4 hours per week (10.9 percent). Incidentally, the payoff to this
increased work on behalf of women was low, relative to the poverty threshold. Real
labor incomes for dual-income families only grew from $616 to $694 between 1971
and 1991 (Heath et al. 1998).

David Gordon (1996) offers an indirect suggestion of increased household
work hours by examining the disconnect between workers’ wages and family
incomes. Despite the fact that workers’ hourly real wages have fallen for more than
twenty years, real median annual family incomes have remained relatively flat. In
1973 median family income was $36,893 (in 1993 dollars). Twenty years later, real
median family income had only increased a minuscule $66 to $36,959. Stating the
somewhat obvious, Gordon (1996, p. 102) writes, “arithmetically, the only way for
real median annual income to have stayed roughly constant, while hourly wages were
falling in real terms, was for average hours worked per family per year to have
increased.”

What is perhaps causing workers to feel increasingly harried is the fact that

increases in paid labor effort are not being met with commensurate reductions in
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unpaid labor. Eighty-five percent of U.S. wage and salaried workers live with family
members and have immediate, day-to-day family responsibilities off the job. Nearly
half (46 percent) of all wage and salaried workers are parents — that is they have
children under 18 that they live with at least part-time. Among families with
children, the number of unpaid hours of productive labor performed per week has
declined over the past twenty years, reflecting the increasing imperative of market
work as well as greater household efficiencies. However, families have not been able
to reduce unpaid (i.e. household) work in the same proportion that they have
increased their paid labor market engagement. As Heath et al. (1998) point out,
average weekly household hours of paid work rose by nearly six hours (from 69.9 to
75.5) between 1971 and 1991, while unpaid weekly hours fell by less than 2 hours
(30.5 to 28.6).

The 1997 National Study of the Changing Workforce also provides intriguing
insights into the shifts that have occurred within households’ non-paid labor hours.
For instance, the time fathers spend with their children has increased slightly over the
past twenty years, while the time mothers spend has remained the same. Fathers
spend an average 2.3 hours per workday caring for and doing things with their
children, an increase of 30 minutes since 1977. Mothers spend nearly one more hour
per workday with their children than fathers (3.2 versus 2.3). Although parents have
been managing to jointly spend more time with their children, 70 percent of both

fathers and mothers feel they do not have enough time with their children. Time

* The 1997 National Study of the Changing Workforce defines family members to include anyone
related by blood, marriage or adoption.
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spent on household chores has followed a pattern similar to time spend in
childrearing. In the course of two decades, female engagement in household chores
has fallen by 36 minutes per workday, while men’s time has increased by one hour.

Such shifts in time allocation beg wonder as to the source of the increased
non-paid work time. The Work and Family Institute’s 1997 study also found that
married employees with children spend less time on their own personal activities than
similar employees did 20 years ago. The more drastic decline for fathers than
mothers suggests a convergence between men and women in the usage of time away
from work. On average, fathers spend 54 fewer minutes per workday (1.2 hours)
engaged in their own free-time activities than they did 20 years ago (1997 National
Study of the Changing Workforce). The average mother has reduced her free-time
activities by 42 minutes in the last two decades to 0.9 hours per workday.

The decreased time fathers have been spending on themselves suggests how
they have coped with increased responsibility in child-rearing and household chores.
The decreased time spent by mothers on household chores and their own free time
implies that women have managed to preserve time for their children despite longer
work hours. It bears mentioning that the reduction in personal time begets other
troubling issues such as workers’ mental health, the quality of time spent with family,
and the long-run productivity of the worker (addressed in chapter 4 below).

Work time statistics at the household level patently illustrate the family struggle to
balance paid work and sufficient unpaid labor in the home to fulfill the collective
responsibility for social reproduction. As we will examine below, the trend towards a

greater paid labor commitment fails to value or support the consequent scarcer unpaid

64

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



labor performed in the home and opens the door to a plethora of negative externalities
that ultimately increase the social costs of more paid labor.

A second trend that rings clarion from the time data is the bifurcation of the
workforce. Mostly along educational lines, there is increasingly a bi-modal
distribution of work hours. Larger portions of Americans are working either longer or
shorter hours. This phenomenon is most likely driven by employers economizing on
worker benefits. By forcing full time workers to work more hours, often without
overtime compensation, employers can minimize their fixed labor costs while
spreading them over more units produced (Kelly, 1998). Businesses have also found
that they can hire an army of part-time workers to support their primary employees at
substantial savings due to the fact that most lack sick pay, health benefits, pension
plans, and the like.

The temporary employment of part-timers confers powerful advantages to
employers — a chance to hire workers only as long as needed, and the opportunity to
evaluate potential employees without making any long-term commitments. Asa
result of the flexibility it provides in hiring and firing, temp-agency employment has
expanded twenty-fold since 1960. Today Manpower Incorporated, the leading temp-
agency, employs more people in a given year than any other private employer in the
United States. Temporary agency employment only amounts to 2 percent of the
workforce, however, if other contingent employees are added to the figure the total
reaches a more substantial 11 percent of the workforce (Tilly, 1998)

Since it is less likely that 24-hour time dairies would manifest the work hour

bifurcation as clearly as monthly survey data, most analysts have relied on survey
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data. In their 1998 examination of CPS data, Jacobs and Gerson (p. 443) confirm the

bifurcation of the workforce,

American men are working about 42 to 43 hours per week for pay, while
American women are working about 36 to 37 hours per week on the job. The
stability of these averages, however, masks some important shifts in the
variation around the average. While the average has remained largely
unchanged since 1970, both long and short workweeks have become
increasingly prevalent.

While the 40-hour week continues to dominant as the standard, Table 3 below shows

that it is less common than it was nearly thirty years ago.

Table 3. The Changing Distribution of Work Hours

Mean hours, Percent working less Percent working
all jobs than 30 hrs. weekly 50+ hrs. weekly
(s.d.)
Men 42.5 9.6 25.2
1997 (14.1)
1970 43.5 4.5 21.0
(10.6)
Women 36.7 20.5 10.8
1997 (12.2)
1970 37.0 15.5 52
(9.6)

Source: Jacobs and Gerson estimates of CPS data, 1998.

Professional or managerial workers are typically the individuals logging long
workweeks. As Jacobs and Gerson (1998) illustrate, over one in three men (34.5
percent) employed in professional, technical or managerial positions in 1997 worked
more than 50 hours per week, while just one in five (20 percent) of men in other
occupations toil as long. For women, the respective figures are one in six for the
professional and managerial trades and less than one in fourteen for other

occupations.
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Not surprisingly, the bifurcation or the workweek is related to educational
differences as well. “Nearly two in five American men with four or more years of
college education work 50 hours per week or more, compared to less than one in eight
with less than a high school degree (Jacobs and Gerson, 1998 p.445).” Bluestone and
Rose (1998 p.436) corroborate the educational link to long work hours, “80 percent of
the long-run increase in work time over the past twenty years can be associated with
the increased education level of the workforce.” As examined in the next chapter, the
fact that highly-educated, and presumably well-paid, individuals are working longer
hours poses a conundrum for the traditional labor supply analysis that predicts a
curtailment of hours as incomes rise. Since professional/salaried employees are not
typically paid for their extra hours, the bifurcation of the workforce may be a major
factor contributing to the stagnation of aggregate earnings.

Shifting work from hourly employees to salaried employees with no claim to
overtime compensation can be a potentially lucrative legerdemain for employers, but
it is apt to have deleterious implications for income distributions. In 1995, the
Employment Policy Foundation roughly estimated the annual loss to employees from
unpaid overtime to be $19 billion (Kelly, 1998). Since the overtime hours logged by
professional workers poses such a financial windfall for employers it is difficult to
believe that employees are opting for such hours of their own volition. Indeed, with
such high stakes at hand, “corporate compulsion” is partially to blame for the
inequity of working hours and income in the modern economy.

Despite the additional cost of paying time-and-a-half to their non-salaried

employees, employers have even been demanding longer overtime hours from non-
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professional, hourly employees. As the proportion of European workers laboring
more than fifty hours per week is falling, overtime hours for workers in the US are
rising (Jacobs and Gerson, 1998). For manufacturing workers, overtime recently
reached a record average of five hours per week. Overtime earnings are becoming a
critical part of compensation, accounting for 15 percent of the average manufacturing
worker’s pay in 1995.

International comparisons show that these trends are not ubiquitous. While
Australia rivals the US in the proportion of the men laboring 50+ hours per week at
around 22.5 percent, most other industrialized democracies require less than 15
percent of their male workforce to toil more than 50+ hours per week. Working hours
for women also vary dramatically across industrialized countries. American women,
like American men, have among the longest workweeks in nine OECD countries
(Luxembourg Income Study). The proportion of U.S. women working part-time is
among the lowest, and the proportion working 50 hours or more per week is among
the highest of the OECD members. These international comparisons suggest that
other industrialized countries have been able to attain and maintain a high and
growing standard of living by utilizing a starkly different distribution of work hours
than in the United States. Moreover, the severe bifurcation of working time in
America emerges as a unique trend that is not being replicated in most other affluent
democracies.

Upon first inspection, the bifurcation of the work force appears to be
economically rational because production is flowing towards the most productive

factors. As a factor is utilized more intensively, however, the marginal productivity
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gains tend to evaporate. More importantly, the intensive use of scarce resources often
leads to escalating external costs borne by third parties. Long work hours might be
more palatable if they were freely chosen by workers, but mounting evidence suggest
that greater numbers of workers would actually prefer to work fewer hours (Jacobs
and Gerson 1998, National Business Employment Weekly 1996, Roedinger and Foner,
1989).

The bifurcation of work schedules is also a volatile gender issue, which has
attracted the attention of the feminist front (See Work and Family Institute and the
Center for Work and Family). The reduction of working time can be viewed as a new
feminist vehicle to effect equality between men and women in the paid labor force.
Part-time work, which, in practice, is predominately performed by women, tends to
relegate women to a powerless position of financial dependence. Their paltry part-
time earnings make it difficult to free themselves from labor market dominance and
the tyranny of an unequal division of household and family tasks. A more equitable
distribution of work time would shift the balance of power back towards the
feminized segment of the labor force, or, in the parlance of labor economics, reduce
the market segmentation along gender lines.

If workers are browbeaten into longer hours, the marginal efficiency of an
additional hour of work may very well plummet. Not only will “overtimiers” be
disgruntled, inefficient employees, but they will also tend to derive less satisfaction
from the shrinking hours of leisure time they enjoy away from work. When viewed
from a long-term or societal prospective, as provided in Chapters five and six, the

benefits of a discriminating distribution of work hours may be but dust in the balance
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when weighed against broader societal costs. The trend towards a bifurcation of work
time along educational lines also poses troubling questions for society: such as “who
will be left to raise and edify our children if the most-educated among us are devoid
of free time?”

Although the growth rate of the workweek in America may be difficult to
capture, most analysts would agree that there has not been a significant retraction of
work hours for individuals in the last five decades. The growth in work hours for the
average household is a less ambiguous story. Almost all measures of work time show
increases in paid labor hours for “joint-earner” households. The 40-hour workweek
was designed for men with stay-at-home wives. When the workday was finished,
they went home and relaxed. Today’s dual-earner workforce returns home from paid
employment to a second-shift: cooking, cleaning, shopping and childcare. The
immutable trend of longer household work time nearly renders the debate of
individual work time moot. If households are harried and overworked, then the ill-
effects will surely be manifest in both the individual worker and society at large.

The bifurcation of work hours between over-worked and under-worked
individuals poses equally troubling question about the distribution of market work
and social responsibilities. While the most educated Americans toil longer hours,
other critically important social functions, such as child rearing, are left to those with
less education. As the following chapter suggests, if the social externalities
associated with the disparities of work time were more immediate or observable,

perhaps greater numbers of people would realize the need for reforming paid work

schedules.
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In 1973, John K. Galbraith (p.255) prognosticated that,
In a society of high and increasing affluence, there are three plausible
tendencies as regards toil. As the production of goods comes to seem less
urgent, and as individuals are less urgently in need of income for the purchase
of goods, they will work fewer hours or days in a week. Or they will work less
hard. Or, as a final possibility, it may be that fewer people will work all the
time.
[t seems that the latter two possibilities have come to fruition, with productivity
slacking and employers increasingly relying on the part-time labor of harried
households. However, the alternative narrative presented in the remaining chapters of
this discourse suggests that Galbraith’s third possibility of working fewer hours or

days in a week might be a superior way of allocating work time in an increasingly

affluent world.
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CHAPTER THREE

THE CONVENTIONAL CANONS OF WORK TIME DETERMINATION
AND THEIR SHORTCOMINGS

This chapter examines the paradox that the evidence in chapter two poses for
the standard competitive theory of hours determination. The evidence in chapter two
has shown that although productivity and income have been rising over the past four
or five decades, work time has not receded and may well have rising since the mid-
1970s. In an effort to analysis this conundrum, this chapter offers a critical
examination of the standard competitive model of work time determination. The
objective of the critical inquiry is to test the orthodox model’s usefulness in
explaining the work time determination process and other labor market trends.

The chapter begins by presenting the mainstream explanation of work hours
being determined by forces of supply and demand in the labor market. In the
orthodox theory, sovereign workers strike agreements with firms operating under
competitive conditions to arrive at a work hours arrangement that balances the desires
of the worker and the needs of the firm. The mainstream explanation of the labor
supply is founded upon a utility preference theory that represents the workers
valuation of additional income in the light of leisure time. The critical examination

questions the orthodox approach to hours determination by first; examining the ability
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of workers to optimally choose their hours and secondly; whether or not the employer
actually engages in a passive acceptance of work hours.

After introducing the notion of a backward-bending labor supply curve,
multiple explanations are proffered as to why workers may not retract their offer of
work in the face of higher wage rates. This critical investigation, founded upon the
works of Veblen, Galbraith, and Schor, suggests that rising target incomes impede the
worker’s ability to choose optimal work hours from both a microeconomic and social
prospective. These work preference barriers go a long way in explaining the growing,
or at least recalcitrant, work hours observed in American in the face of rising labor
productivity during the second half of the twentieth century.

This chapter also addresses the firm’s role in determining work hours. As
competition is often accepted as being imperfect in the orthodox paradigm, firms may
have a more active role in setting work hours. The discussion offers various reasons
why firms may not use their power to determine work hours in an optimal fashion. In
addition to the criticisms commonly accepted by orthodox theorists, such as
externalities, competitive imperfections and X-inefficiencies, the chapter also probes
the New Institutionalist concepts of bounded rationality, myopia, and habituation as
barriers to optimal hours determination. As a whole, the topics discussed in this
chapter illustrate the problematic nature of work hours determination and suggest that
a “laissez faire” reliance on the market system may not be the best way to allocate

work time.
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Conventional Labor Market Analysis

The standard argument that the free market allocates labor optimally is easily
stated. Firms hire labor up to the point where wages equal marginal products. Stiff
competition in product markets ensures that all firms pay workers of homogenous
quality an equivalent wage. It follows immediately that the marginal product of like
workers in all industries is equalized. It is worthy of mention that workers in this
textbook model are numerous and uncombined so that it would not be plausible for
them to withhold their labor and alter employment levels. The multitude of
homogenous workers also allows the firm to realize various output levels at relatively
stable labor costs. An argument of this type underlies the orthodox defense of the
desirability of free markets and free trade.

The allocation of work hours is then a result of sovereign workers striking
agreements with competitive firms based on worker preferences of income and leisure
time. The intersection of the labor supply and labor demand curve determines the real
wage and the aggregate level of employment. The labor demand function in this
model is rather sterile or fixed due to the competitive conditions placed on the firm.
Firms, hiring workers in competitive factor markets, are subject to the prevailing
wage and hours preferences demanded by workers. Just as employers would be hard
pressed to find any workers when offering abysmally low wages, competitive factor
markets also restrain them from demanding excessively-long work hours from their
employees. The orthodox assumption of perfect competition consequently results in

work hours being primarily determined by labor supply phenomenon, representing the

will of workers rather the might of employers.
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It is assumed that the labor supply curve is a result of individuals choosing the
income/leisure time combination from the set of available opportunities that best
matches their preferences between the satisfaction derived from goods purchased with
earned income and the utility generated from non-work (leisure) time. Competition in
the product and factor markets then ensures that employers offer income/working-
time alternatives that accord with worker preferences. The familiar competitive
process is dependant upon factor costs falling (and thereby increasing profits) for
employers fast enough to respond to the changing preferences of present employees.

The preferences that underlie the individuals labor supply decision in the
neoclassical theory are typically illustrated with the use of indifference curve
constructs akin to the one shown in Figure 1. Assuming a fixed wage rate, the worker
is presumably able to choose a precise number of work hours. The budget line then
becomes a straight line between 24 hours of income (24W) and 24 hours of leisure
(24).° As both income and leisure provide positive utility, the worker is forced to
make a trade-off based on their personal utility valuation of the two states of being.
The individual’s preferences are represented with an indifference curve, showing
combinations of income and leisure that give rise to the same level of satisfaction.
Utility is maximized when the indifference curve is at a tangent to the income/leisure
constraint (point A). The individual worker then opts to labor for the hours

equivalent to 24-B in figure 1.

¢ The linear nature of the budget constraint implies that daily hours of work have no effect on
productivity per hour, making the employer indifferent to a various number of worker/working hours
combinations. If productivity in fact varies with hours, the linearity of the income/leisure constraint is
lost and variations in tastes will ensure that the hours/income combinations offered by firms will be
non-uniform. (See Hill, and Barzel, 1973)
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FIGURE 1. THE INCOME/LEISURE TRADE-OFF

Income
24W

B 24 Leisure hours

The aggregation of every worker’s income/leisure trade-off decision yields
the supply curve for the labor market. The received wisdom in the labor market
holds that the supply curve for labor is upward sloping — as if labor were any other
factor of production. Yet, mainstream economics typically affords the labor
supply curve a special status. Most labor market theorists admit that the curve can
bend backwards as the income effects of higher wages dominate the substitution
effects. Under the income effect, increases in income induce workers to work less,

or, in effect, consume more leisure. As income rises, however, an additional hour
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of leisure has a higher opportunity cost, inducing workers into longer hours. This
is the substitution effect. Normally, economists envisage substitution effects
dominating decision making at lower wage rates. As seen in Figure 2, the
substitution effects are reflected in the upward-sloping section of the labor supply
curve. However, income effects tend to dominate at higher wage levels where the
supply curve is backward bending.

FIGURE 2. THE TRADITIONAL LABOR SuPPLY CURVE

Labor Supply Curve

Real Wages
. Income E ffects Dominate

-/‘ Substitution E ffects Dominate

Work Hours
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On the backward bending portion of the curve, the offer of higher wages can
reduce hours worked while lower wages may actually increase work hours.” This
construct can be used to illustrate the claim that falling real wages, particularly for
men, are a primary cause of increased work hours (Gordon, 1996). From a labor
demand perspective, it is consistent with the mainstream theory that falling wages
would have encouraged firms to use relatively more labor in the production mix. As
the average wage falls, other things being equal, firms are likely to substitute labor for
capital and expand the total hours of employee time that they hire.

Although female wages have been making modest gains over the last two
decades, the average real wage has shown almost zero growth. As figure 3 illustrates,
these wage trends are likely encouraging both men and women to work longer hours.
Real male wages, which actually declined from the early 1970s to the mid-1990s,
may have previously been on the backward bending portion of the curve. This notion
is reflected as region A in figure 3. As wages fall, reverse income effects dominate
and men feel compelled to increase their work hours. Meanwhile, female wages,
which have been increasing since they entered the labor force en masse in the sixties
and seventies, are likely located on the upward-sloping portion of the curve. As
region B in Figure 3 illustrates, if substitution effects dominate when female wages

rise, women are likewise encouraged to work longer hours.

7 It has been suggested (Gordon, 1996) that the labor supply curve for women, due the existence of
non-work spousal income, is much more responsive to wage fluctuations than the male curve.
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Figure 3. Gender Effects on the Labor Supply Curve

Labor Supply Gender E ffects

Real Wages

\ Region A (Male Wages)
/ Region B (Female Wages)

Waork Hours

Shortcomings of the Orthodox Explanation of Hours Determination

The simple income/leisure choice model has proven ineffectual in explaining
the stability of the average American workweek and other labor market trends.
Stephen Hill (1989, p.75) writes that, “economic theory has failed in the task of
yielding unambiguous conclusions about the effect on working-time of changes in
parameters such as real wages, and the productivity of labor and capital.” The

difficulty in “commodifying” labor greatly complicates conclusions drawn from

However, the feminization of the workforce would certainly erode such a phenomenon.
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traditional labor supply and demand constructs. Perhaps the most troubling notion is
that of the backward bending section of the labor supply curve. The stability of the
average workweek and the work and spend mentality that permeates modern
American society both stand in stark opposition to the theory that hours of work will
decrease with rising incomes. This section examines a handful of reasons why
replacing the backward-bending section of the labor supply curve with a vertical
section might better represent the contemporary labor market.

The basis of the neoclassical approach is that individual employees freely
choose their work hours. Yet, it is far from obvious that employees are generally able
to choose their hours of work. Neoclassicalists typically concede that individual
preferences do not determine working hours directly. Since individual bargaining
over working hours is rare, institutional forces generally decide basic hours.
However, adherents of the standard competitive model maintain that these
institutional forces (i.e. unions) merely reflect individual preferences and are no more
than a passive mechanism translating preferences into working hours (Rubin and
Richardson, 1997). This issue of worker bargaining power will be taken up
subsequently while considering the influence of labor demand on work hours. Suffice
it to say here, that even with imperfect competition in product and factor markets and
asymmetric information between workers and employers, there may be at least a
narrow range of hours from which workers can choose. Indeed, in the extreme,
workers can change employers or entire industries to register their work schedule

choices. Therefore, although the employers’ demands may be the most influential
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force in work hours determination, we must first address the issue of whether workers
themselves are capable of choosing (i.e. supplying) optimal work hours.

Assuming temporarily that workers are not browbeaten into longer hours,
there is still nothing in the conventional labor market model that ensures workers will
discount future labor in a manner that is optimal for society. As was previously
illustrated, conventional economic theory relies on a utility function comprising both
consumption and labor. The worker’s choice between consumption and labor cannot
be generalized because it depends on whether income or substitution effects
dominate. As either productivity or incomes rise, for example, the worker can afford
the same amount of consumption goods with less labor or more goods with constant
labor. Yet, the received wisdom among orthodox economists is that the income
effects associated with higher productivity and wages will militate towards a
reduction in work time.

The orthodox explanation contends that when productivity or income rises to
some psychological threshold, income effects will begin to dominate substitution
effects. The question to then be addressed is whether the level of this psychological
threshold is conducive to the welfare of society. If individuals are disproportionately
governed by acquisitive behavior, they may make work time decisions that inflict
substantial costs on third parties. In practice, workers may fail to internalize the true
costs of longer work hours. With the existence of an externality abating the income
effect, the labor substitution effect will tend to be the predominant force in the utility
function, leading to workers choosing work time over free time. The mere definition

of an externality infers that it is not captured by the market and properly processed by
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“utility maximizers”. Workers may therefore be making labor supply decisions that
are not optimal from a sociological viewpoint because their utility calculations do not
accurately reflect the social costs of additional work hours. (This chapter ignores the
social opportunity costs of overwork that are mentioned in detail in chapter 6.)

The persistent inability of workers to measure the costs and benefits of
their labor force participation relative to their home production has led to a cottage
industry of household labor planners and “downsizing consultants.” These
advisors help dual-earner households make seemingly simplistic cost-benefits
comparisons of work expenses, such as childcare and commuting, in relation to the
rewards of work (Dappen, 1997). The need for assistance in calculating even the
most immediate and obvious costs of work, suggests that few workers can
delineate the true social cost of an extensive attachment to the work process.

Over five decades ago, Mitchell (1937) illustrated how the process of
household consumption had progressed relatively little when compared to business
procurement. Mitchell (1937, p.3) observed individual consumption patterns that
would bankrupt many enterprises and concluded, “the vast majority (of
households) would gain as much from wiser spending as increased income.” As
this may still be largely true today, more free time might provide the time and
energy needed for improved household consumption, partially obviating the need
for more income.

[f the social cost of work time is not given adequate sway under current labor
arrangements, negative externalities will result. If workers are governed by avarice in

their work time decision making, society may shoulder the burden of low future
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productivity, high health care costs, a lack of skills transfer to future workers, and, in
the extreme, a reduction in fertility rates. Modern industrialism has displayed a bias
towards producing tangible goods over leisure. Accumulation of material wealth has
reduced time to money. The resultant dearth of leisure time for those enamored with
large stocks of material possessions may have profound sociological consequences
that are not entirely obvious. Consequently, the benevolent aspects of leisure are
often sacrificed during the accretion of still more material goods.

A salient fear of such acquisitive behavior is that some workers may be
willing to sacrifice their future health and productivity for current income and
consumption. This creates a future societal burden in the form of illness, lost
productivity, and larger medical expenses that will likely be shouldered by society at
large. Moreover, by working longer hours, individuals are defaulting on a panoply of
social responsibilities, including familial investment, civic engagement, and their own
personal growth.® Even though the external costs steraming from overwork can be
quite diverse, this discussion separates them into two general categories: the health of
the worker, and the stability of the family.

The physical discomforts of the individual worker are generally more visible
than the hidden pains experienced by families. Long work durations have been linked
to high incidences of heart disease, hypertension, gastric problems, depression, short-
term memory loss, headaches, exhaustion, and sleep deprivation (National Center for

Health Statistics). The latter being the most immediate and salient drag on
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productivity. Since 1985, the National Center for Health Statistics has been
collecting data about people’s perceived stress levels in its National Health Interview
Surveys (NHIS). Virtually all demographic groups reported increased stress levels
between 1985 and 1993. In 1993, 56 percent of adults reported “a lot” or “moderate”
stress in the past two weeks, up from 50 percent in 1985. Women feel more stress, on
average, than men do. Perceived stress peaks among those aged 35 to 44 and drops
sharply after age 54. Those with more education and more money also claim to feel
more stress.

A 1991 Hilton Time Values Project also measured current stress levels
through a series of attitudinal questions about stress and other time-related factors.
Between 21 and 43 percent of respondents agreed with each of ten statements,
including: “I just don't have time for fun anymore,” and “I consider myself a
workaholic.” The most prominent result of the Hilton study was that almost half of
employed respondents would be “willing to give up a day's pay to have an extra day
off from work.”

The pernicious effects of overwork on the health of the hireling have long
been documented. In his horrific chapter on the workday, Marx (1867) chronicles the
genetic degradation of families employed in the pottery trade. In reporting to the
Children’s Employment Commission (1863), Dr. Boothroyd claimed, “each
successive generation of potters is more dwarfed and less robust than the preceding

one.” Dr. Greenhow, likewise, reported in Public Health (1860) that, “since he began

% Such destructive societal behavior meets the measure of I.S. Mill's gauge of invasive public policy.
That is, policy that prevents individual behavior from inflicting harm upon other members of society is
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to practise among the potters 25 years ago, he observed a marked degeneration

especially shown in diminution of stature and breadth.” Also from the report to the

commissioners in 1863, Dr. J.T Arledge was quoted,
The potters as a class, both men and women, represent a degenerated
population, both physically and morally. They are, as a rule, stunted in growth,
ill-shaped, and frequently ill-formed in the chest; they are prematurely old, and
are certainly short-lived; they are phlegmatic and bloodless, and exhibit their
debility of constitution by obstinate attacks of dyspepsia, and disorders of the
liver and kidneys, and by rheumatism. But of all diseases they are especially
prone to chest disease, to pneumonia, phthisis, bronchitis, and asthma. One
form appears so peculiar to them, and is known as potter’s asthma, or potter’s
consumption.

Although today’s work standards do not invite such harmful health effects,
moral, intellectual or social degradation may well persist. The fact that the physical
stature of the contemporary worker may no longer be “stunted in growth” does not,
by default, afford her intellectual and social advancement the same luxury. Mental or
psychological oppression is not always outwardly apparent. The mental and
psychological stultification of the work force is less obvious than the physical
atrocities that Marx spoke of but may nevertheless still exist.

For some reason, we have drawn the line for employers at physical rather than
mental, social, or familial abuse. The invisible nature of such non-physical
oppression creates the verisimilitude of free will. The opaqueness of the oppression
makes it easier for the capitalist to argue that workers have “chosen” to work

excessive hours— even at the expense of slowly forfeiting their mental wherewithal.

As P. Shipley (1980, p. 40) suggests in a United Nations report,

a just and prudent use of State power.
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Perhaps it is time for a new science of chronopsychology...It is, after all, more
than two decades since the United Nations proposed that the state of an
individual’s health be accepted as a major ‘quality of life’ criterion, and many
would define health these days to include psychological as well as physical
well-being.

Although the long-run price that society pays for being overworked may be
difficult to quantify, it is rather intuitive— particularly for parents— that profound
social costs can be incurred by families. Families may feel the greatest burden of
long work hours, due to the time-intensive nature of raising children. The
ramifications of the decline of leisure time in American may not be immediately
discernible if our children are the ones to shoulder the burden. As Economist Sylvia
Hewlett points out, “parenting deficit” greatly contributes to poor academic
performance, mental problems, drug and alcohol abuse, and teen suicide. Victor
Fuchs (1988) has similarly documented the exigency of the issue. His surveys have
shown that between 1960 and 1986, the time parents actually had available to spend
with their children fell ten hours a week for whites and twelve hours for blacks.” Ina
1990 Los Angeles Times survey of 1,000 families, 57 percent of fathers and 55
percent of mothers reported feeling guilty that they spend too little time with their
children (Hochschild, 1997, p. 11).

The effects of overwork on the family have been given significant shrift in the
work time literature. It is often argued that family heads, who undervalue the utility
of other members and opt for long hours to secure consumption goods for themselves,

inflict a cost upon society as a result of parental negligence. Stanfield and Stanfield

(1980, p. 90) argue that society tends to sacrifice the art of living in its unfettered
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desire to accumulate more goods. They refer to the increased covetousness of
commodities and the dearth of time remaining to use them as the ‘treadmill
syndrome.’ Elsewhere the authors bemoan the fact that the pecuniary emphasis of
society has lead to a ‘nurturance gap’ in contemporary society (Stanfield and
Stanfield, 1997). Stanfield an Stanfield (1997, p.119) write “time being money and
money being the universal calculus of worth, we are systematically instructed that the
non-pecuniary is priceless and therefore worthless.” The unfortunate aspect of the
‘treadmill syndrome’ is that voiceless children are often taken along for the ride, or
shopping spree, as the case may be. Consequently, the ramifications of a dearth of
leisure time in America may be most discernible in the burden it places on our
children.

Dalton Garis (1998) has recently studied the link between an eight-grader’s
supportive family attributes and that child’s later involvement in various forms of at-
risk behavior, including drug and alcohol use and sexual activity. Garis (1998,
p.1100) concludes that,

While parents’ staying married is of some significance in reducing youth at-risk
behavior, it is far less important than the involvement of both parents in raising
their children... Children need the input and oversight of both parents, and the
father’s input is of far more importance than has generally been accredited to it
by policymakers.
The gist of Garis’ findings is that the parenting time available to the household as a
whole should be given more importance in our society.

Garis’ concern seems particularly relevant when, according to Danielle

Ewan (1999) of the National Child Care Information Center, 45% of children
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under the age of one are enrolled in early care programs; and 84% of five-year olds
are enrolled in some sort of childcare program. Of course, enrollment, in and of
itself, is not problematic, but excessively long hours of daycare utilization is far
from beneficial to childhood development. A study by the Urban Institute
provides some insight as to how long children are under the purview of hired
hands. In 1989, the children of working mothers (with children four years old or
younger) averaged thirty-four hours of childcare per week (Hofferth, Brayfield,
Deich, Holcomb).

A recent psychological study published by Elizabeth Harvey (1999) echoes
Garis’s conclusion. In her analysis of the National Longitudinal Survey of Youth
she found that the hours of work, as opposed the extant employment, of mothers
was associated with slightly lower language development and cognitive academic
achievement that lasted through elementary school.'® Harvey’s study can clearly
be viewed as a criticism of /ong working hours for mothers, but it does not serve as
a blanket indictment of motherhood employment. Her research questions the
putative importance of the mother’s non-working presence in the household, while
championing combined parental involvement with children.

These two studies illustrate the importance of fathers in childhood
development as well as the damage caused by long working hours of either parent.
Policies that buttress the ability of fathers to interact with their children may be a
powerful way to reduce at-risk behavior among youth and curtail the many social

costs that result from deviant behavior. Moreover, since moderate working hours
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on behalf of mothers has minimal impact on childhood development, greater
gender equality in both the household and the labor market could be a boon to
families rearing a future generation of workers.

Even if workers are cognizant of the social costs associated with long work
hours, it cannot be presumed that all workers will clamor for the opportunity to spend
more time at home when presented with a bona fide opportunity to reduce work time.
The difficult vicissitudes of family life experienced by some workers may result in
work being a source of refuge for them. A small minority of workers may indeed
view the workplace as an emotional respite from their disheveled lives at home. In
his three-year expose of an anonymous family-friendly firm, Arlie Hochschild (1997),
found that workers with young families paradoxically worked longer hours than those
without. It is likely, however, that such long work hours may be correlated more
closely with age than with family status.

The reasons why individuals may not opt for shorter work hours are manifold,
including financial constraints, fear of employer retribution, or an ignorance of their
availability. However, a less talked about explanation is that people sometimes find
work more rewarding than home life, especially since the rewards of work are much
more immediate than the rewards of child-rearing. Hoshschild (1997) reports that
many workers, particularly fathers, are much more confident that they “can get the job
done” at work than at home. An anonymous human resource specialist points out,
“Now, we don’t know a meaningful way to reward a parent. At work, we get paid

and promoted for doing well. At home, when you’re doing the right thing, chances

' It must be noted that these correlations were very small and tended to fade over time.
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are your kids are giving you hell for it (Hochschild, 1997 p.89).” In some sense then
the factory family has replaced the nuclear family with work consuming more and
more of our lives. Consequently, long work hours may now be viewed as a shirking
of our social reproduction responsibilities — and one that surely threatens the long-run
vitality of the “factory family.”

Due to a reduction of the waking hours spent at home, household activities
have become more “time conscious” and efficient. Home life is becoming more
“industrial” while work life is becoming more “social.” The long hours we spend at
work are increasingly divided between productive work time and periods of
conversation, sending e-mails, resolving quarrels, or gossiping. Thus, the long
workday has come to represent hidden pockets of inefficiency and reservoirs of work
time. The question raised by such a trend is whether or not excessive hours spent at
the workplace is beneficial to the profitability of the firm and optimal from a societal
standpoint.

As the preceding discussion has indicated, the costs of overwork can be
inflicted upon individuals who are distant from the original work contract in many
different ways. The prevalence of work time externalities creates a barrier to the
optimal determination of work time because it distorts the individual’s true utility
preference calculation. If workers are only cognizant of a portion of negative aspects
of longer hours, their utility maximization is not likely to result in socially-favorable
outcomes. Thus, the failure of the income/leisure utility model to incorporate

substantial negative externalities limits its relevancy and usefulness in explaining
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worker behavior. The backward bending portion of the labor supply curve is also
brought into question by the existence of work time externalities as well as by modern
statistics that tend to refute the notion that workers decrease their work time as
incomes rises.

A small but growing number of economists have come to reject the
neoclassical view that growing income is the principal cause of reduced hours. John
Rae was one of the earliest economists to take exception to the income/leisure trade-
off and argued that industrial efficiency and not some vague, unperceivable notion of
an income-leisure trade-off was the central issue regarding work time. Rae (1894)
commented on the historical significance of the income-leisure trade-off in bringing
about past work time reductions. Rae felt that shorter hours were not brought about
by highly-paid workers demanding more leisure, but rather by the lowest paid of
workers. Rae (1894, p.218) states,

It is true, no doubt as a general principle of human nature that after a given
standard of requirements is secured men will then prefer more ease to more
wealth, but this preference did not play in the short hour movement so general a
part as Mr. Jevons believed, for the simple reason that the working men’s
standard of requirements kept constantly rising along with their wages, and
never suffered them to become practically so indifferent to money, and so
unwilling to work hard as his theory requires.

Rae (1894, p.219) also countered the marginalists by arguing that workers are
more often than not found working “a little harder during the shortened day to prevent
that very loss of wages which Mr. Jevons supposed them so ready to bear.” At the
time of some of the earliest work time reductions, such as the mandatory ten-hour

day, wage rates were so low that workers could scarcely afford to do anything other

than to work harder in hopes of abating downward wage pressures. Thus, there is
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little accuracy in the claim that the short hour movement was the brainchild of highly
paid workers, ready out of a newfound abundance to buy more leisure than labor.

More recently, economists have employed an Institutionalist approach in
questioning the income-effect explanation of past and potential work time reductions.
In the late 1950’s, McCormick (1959) viewed unemployment as an important
motivation for reduced hours in Europe. William Roche (1996) rejected the idea that
changing employee preferences explain working hours in Britain in the post-War
period. On the contrary, Roche (1996, p.64) argues that, “structural change and
cyclical perturbation in the political economy determine changes in working-time
patterns in modern Britain.” The main components of the ‘structural change’ are
increasing employer demands for non-standard working hours and major changes in
technology affecting labor demand. Michael White (1987) does not attempt to
explain why hours have been reduced in the past, but he clearly rejects the
neoclassical explanation. White believes that future reductions in hours depend on
both employers and unions adopting an approach that exploits the potential of
reduced hours for increased productivity.

The recent recalcitrance of work time in the face to rising productivity and
income, suggests that workers tend to constantly increase the level of income and
consumption they feel they need to achieve to be satisfied. Likely unaware of the
social costs of discounting future work, workers appear to heavily value current
income over future income. Therefore, the notion of a “target income” or “target

consumption” level is useful in illustrating why the income effect in the labor market

may be largely non-binding.
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Constderation of a wage reduction facilitates the understanding of the target
income concept. If the wage rate falls, workers will work more hours to compensate
for the lower pay rather than reducing work hours. For the typical American worker,
a wage reduction means longer work hours to achieve a fixed nominal level of income
that allows them to fulfill their commitments to mortgages, car payments and other
debt obligations. In theory, the income effect could still place backward pressure on
the labor supply curve when wages rise, but if consumer demand is insatiable; the
income effect may be inconsequential for rising wages as well. Higher wages might
induce workers to cut back on hours once a target consumption level is achieved, but
there is nothing that ensures that the target level of income is an absolute measure.

The backward bending assumption of the labor supply curve is therefore nota
foregone conclusion. Although some labor economists believe that unions, younger
workers and married couples will inevitably make their preferences for shorter work
hours felt in the labor market, desire alone may not succeed. There may be a plethora
of institutions, ceremonies, traditions, and influences that keep workers from opting
for reduced work time. J.S. Duesenberry (1949) was one of the first economists to
point out how rising average incomes could confound the income effect of higher
wages. His relative income hypothesis — commonly used as a sociological theory
explaining the rising secular average propensity to consume — argued that satisfaction
does not increase with rising income, because as everyone receives more income,

relative incomes remain more or less unchanged. Rising average incomes will deny
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an individual the higher status attendant to higher wages and create added pressure for
longer hours and still more income.

Galbraith (1984, p.127) has also illustrated that the target level of income may
indeed be a creeping minimum, constantly redefined by the capitalists’ efforts to
fabricate new wants and desires. Given the impressionable nature of consumer
demands in a capitalist society, workers may never attain their target incomes. In
other words, there is nothing to ensure that target incomes are based on absolute
needs as opposed to the relative needs that merely serve to differentiate us from our
neighbors. As a result of ever-rising target incomes, the backward-bending portion of

the labor supply curve may be better represented by a vertical schedule as shown in

figure 4 below.
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Figure 4. The Constrained Income Effect

Constrained Income E ffects.

Real Wages . Constrained Income Effeccis
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g ‘ Substitution E ffects
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In The Overspent American, Juliet Schor (1999) offers contemporary evidence
that target incomes are still prone to an upward creep. Over the last couple of
decades, growing income levels have failed to mollify American consumers’
voracious appetite for more money and goods. Schor’s research suggests and ever-
rising target income level. In a 1986 Roper poll, Americans were asked how much
income they would need to satisfy their dreams (see table 4). The answer in 1986 was
$50,000. By 1994, the answer had more than doubled to $102,000, far outpacing

inflation. Since past increases in work effort and commensurate income gains have
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left many Americans with a feeling of ill-content, perhaps reduced work time rather
than higher wages could serve as a more effective antidote to the work and spend

cycle that has left so many of its victims feeling unfulfilled.

Table 4. Can Dreams Come True?

Question: How much income per year would you and your family need to fulfill all of
your dreams? Source: Schor, 1999.

Year Median Response
1987 $50,000
1989 $75,000
1991 $83,800
1994 $102,000
1996 $90,000

There are indeed many Americans for whom material deprivation is real and,
in Keynes’ words, absolute. However, there may be equally as many people who
experience a culturally-driven deprivation. Surveys show that the postwar threefold
increase in incomes has left citizens no better off in terms of happiness. Many people
appear to be beyond the point where more income, or consumption, yields a large
psychological benefit. Perhaps a lifestyle alteration such as a reduction of work hours
would have a more profound impact on the collective psyche.

The standard labor supply analysis assumes that raising incomes do not alter

relative prices. However, Gary Becker (1973) has espoused persuasive reasoning
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why higher earnings may change the relative prices of less time-intensive goods. The
implications of Becker’s theory is that wealthy consumers, owing to a greater
opportunity cost of non-work time, will have a greater demand for less time-intensive
goods. Wealthy individuals will also have an incentive to substitute the time of
others for their own (relatively expensive) time. Evidence of this phenomenon can be
seen in the rash of traditionally non-market activities that are now considered part of
the labor market. Examples of expansive market activity range from childcare, to
housecleaning, to dining out."

Prior to Becker’s contribution, the time required to “consume” products was
believed to militate towards a reduction in work hours. However, if extra income
leads to the substitution of less time-intensive goods for more time-intensive
products, hours of work could remain constant or even increase. Obviously, there are
bounds to the labor substitution effects brought about by less-time intensive goods,
but Becker’s analysis provides an additional explanation for why the labor supply
curve may fail to bend backwards. The present shift away from time-intensive goods
could plausibly be resulting in a fall in the time spent in consumption and therefore an
increase in the time spent at work.

A vertical supply curve would predict rather stable workweeks over time.
Indeed the average workweek in America has remained relatively constant over the
last three or four decades — hovering around 35 hours per week when overtime is

excluded. Considering the income and productivity advances achieved during this

"' Even the symbolic peanut butter and jelly sandwich is not sacred: a NY entrepreneur is now selling
gourmet peanut butter sandwiches deli-style.
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period, recalcitrant workweek statistics question the efficacy of the income effect to
bring about a reduction in the average workweek. As previously mentioned, the
bifurcation of work hours has allowed some workers to opt for shorter hours, but it
seems that equally as many individuals are working longer. The stability of the
average workweek appears to lend credence to the notion of a vertical supply curve.

Thus far, this critical examination of the orthodox model has ignored the labor
demand condition that competition force firms to passively accept the wages and
work hours fleshed out by the market. Relaxation of the competitive assumption,
however, creates the possibility that the employer actually takes an active role in the
determination of work hours. Indeed, most orthodox labor economists admit that
competition is imperfect and that the firm has a modest amount of influence in the
determination of work hours. The question which then arises is, “how equipped is the
firm in determining optimal work hours?” This section explores the firm'’s ability to
request a level of work hours that is optimal from both a microeconomic and societal
prospective.

One way to categorize the firm’s ability to inveigh workers into longer or
shorter work hours is the broadly familiar notion of bargaining power. If the working
class possesses relatively little bargaining power (during recessionary times, for
instance), firms will have a greater ability to inflict longer or shorter hours on
workers. The assumption of competition in the labor market assumes that the job
market clears like any other commodity market. Yet, it is rather reasonable to assume
that in slack economic times the competitive checks and balances of the labor market

wane and firms have much more influence over the determination of work hours.
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With imperfect competition and asymmetric information, there is likely a
relevant range of work hours and wages. In the absence of unions, the balance is
tilted further in the favor of the employer, giving them greater bargaining power over
the actual terms of the employment contract. The bargaining power over the
employee is said to be greater for hours than for wages, since wages can often be
negotiated individually, but standard hours schedules are typically offered on a take-
it-or-leave-it basis (Owen 1989, p.34). Thus, the determination of work hours may be
skewed in the employer’s favor far more than orthodoxy admits.

Even America’s foremost pioneer in reducing workweeks was under no
illusion that the move towards short work time was a manifestation of workers
individually registering their desire for more leisure over greater income. Ford (1926,
p.11) opined that

The hours of labor are regulated by the organization of work and by nothing

else. It is the rise of the great corporation with its ability to use power, to use

accurately designed machinery, and generally to lessen the wastes in time,

material, and human energy that made it possible to bring in the 8-hour day.
Ford viewed the work time determination process as a power struggle between
management and labor, in which labor was greatly disadvantaged. On this issue,
Ford may have had a much better understanding of economics than many of the
contemporary labor economists who afford the worker far greater sway in the work
hours determination process.

Like individuals, firms may be acting in a rational manner even though

negative externalities may result from the work schedules they demand from their

employees. Orthodox value theory typically regards the losses suffered in the
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course of the planned market as accidental and exceptional. Self-interested beings
will behave in a manner that signals their choices and most external costs will
eventually be reflected in market prices. Mainstream economics has come to
purport that labor market intervention should only be tolerated in those few cases
in which the direct or indirect losses suffered by third persons cannot be resolved
with private market solutions.

One problem with this approach is that there may be a variety of externalities
that are not recognized as such. William Kapp was one of the more influential
scholars to delineate the social costs of business activity. While orthodox theory has
continued to regard the losses suffered at the hand of the market as minuscule and
exceptional, Kapp (1950) believed that social losses or “external” costs should not fall
outside the scope of economics proper. Kapp (1950, p.9) noted that, “to measure
development in terms of a single monetary indicator...is a selection of one goal and
hence an exclusion of other goals.” Valuing labor inputs by the narrow measure of
profits produced, for instance, may be highly problematic if doing so ignores the other
important social functions performed by workers.

Kapp (1950, p. 11) outlined two reasons why the unregulated market economy
failed to achieve “the maximization of the want-satisfying power of scarce resources.”
The first is the presence of obstacles to the rational behavior of consumers and
entrepreneurs as well as outright non-rational behavior patterns in modern industrial
society. The second obstacle arises from the fact that social returns and costs diffuse
themselves throughout society and, since they cannot be sold in markets or adequately

appraised in terms of dollars, are largely neglected by private enterprise. Kapp (1950)
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also pointed out that while the social costs of production are sometimes felt
immediately, in many instances the ill effects of unfettered market activity remain
hidden for considerable periods of time. This seems to be particularly true of
excessive work hours. Whereas extremely long work hours generally come to bear
immediately on the health or morale of the worker, a nagging or gradual increase in
work time might only manifest itself in larger societal problems.

In Kapp’s (1950, p. 14) words, “indeed, the actual damages caused by
private productive activities may be distributed over so many persons that any one
of them may individually sustain only a relatively small loss.” Market failure in
the determination of work hours often results in harmful consequences and
damages inflicted upon third persons for which private entrepreneurs are seldom
held accountable. Moreover, negative externalities may only be observed with a
time lag. Thus, the subaltern productivity or the growing deviant behavior of
successive generations may be the only indication of whether or not erstwhile
work schedules were onerous.

When examining the cost of excessive work hours it is helpful to envision
labor as a fixed cost of business that can be depreciated like any other factor of
production. Kapp (1950, p.163) argues that, “the impairment of the worker’s physical
and mental heaith in the course of modern industrial production does not differ
fundamentally from the depreciation of nonhuman factors of production.” Yet, the
impairment of the workforce is less likely to be reflected in the customary wage
contract because it is diffused over many societal members over a period of many

years.
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Not only is the human factor in the current production process subject to
deterioration, but the production and upkeep of the long-term workforce is also at
issue. Monetary outlays are required to raise a new generation of workers and
provide them with some kind of training, varying from the elementary erudition of the
unskilled worker to the highly specialized training of professional workers. Such
costs are relatively constant in that a certain minimum must be provided under all
circumstances whether the worker is employed or not. As J.M. Clark (1923, p.16)
contends, “if it is not borne, if the maintenance is not forthcoming, the community
suffers a loss through the deterioration of its working power.” In this sense, the costs
of labor, or at least a substantial part of them, constitute a kind of overhead cost not
solely for the individual worker but for the society as a whole.

Under current labor market conditions, the fixed costs of labor are translated
into variable costs. This translation (or obfuscation) results from the fact that the
laborer is a free person who sells his services by means of a free wage contract.
Under such a system, the burden of all overhead costs of labor falls upon the
individual worker. “He is under our social system, a free being, responsible for his
own continuous support and that of his family; hence his maintenance is his own
burden and not an obligation of industry, except so far as he can exact wages that will
cover it (Clark, 1923 p.17).” Clark’s analysis has been antiquated somewhat by the
establishment of social security systems, but in large measure industry still escapes
much of the fixed cost of maintaining the labor force.

Although Clark and Kapp related the fixed cost of labor to the social costs

of unemployment, the concept also lends itseif to the distribution of work time.
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Indeed the underemployment of a segment of workers is a direct corollary to
unemployment, and the overwork of other segments may dramatically increase the
fixed costs of labor by hindering the maintenance of both the current and future
workforce. Thus, although the firm’s work time optimization process may appear
to be “rational,” the diverse, hidden, and lagged nature of the negative externalities
of work time may result in significant social costs.

Cognizant of the success with which orthodoxy has deflected concerns over
negative externalities arising from market activity, the point of this discussion has
been to illustrate the magnitude and deceptive nature of the externalities associated
with work time. The works of Kapp and Clark have delineated many reasons why
social costs may not be internalized by the labor market even when firms are acting in
a supposedly “rational” manner. However, is it fair to assume that even if firms are
knowledgeable of the social costs of their behavior that they will indeed act

rationally?

Bounded Rationality, Habituation, Myopia and X-Efficiency

In addition to the aforementioned difficulties that may keep a firm from
internalizing the external costs of excessive work time, the firm may also face
substantial barriers to rational behavior. Many economists, particularly of the New
Institutionalist persuasion, have questioned the firm’s ability to act in a perfectly
rational manner and affect an optimal allocation of goods and resources. Barriers to

the allocation process such as bounded rationality, myopia, habituation or X-
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efficiency may result in a work hours regime that is far from optimal for either the
worker, society, or the firm itself.

Beginning with the assumption that firms act rationally in order to maximize
profits and minimize costs, it has been shown by Simon (1997) and others that the
rationality of economic actors may be both costly and bounded. At times, truly
rational behavior inflicts substantial observation, communication and calculation
costs upon the agent doing the rationalizing. A firm may indeed incur substantial
costs attempting to estimate the costs its long work hours inflict upon society or the
productivity implications of a work time reduction. Capturing the social costs of
health problems associated with work place stress, for instance, is not only time
consuming but also expensive. It seems valid to assume therefore that most firms
would devote few, if any, resources to the endeavor of sorting out the social costs
related to its labor schedule.

In addition to presuming agents have the wherewithal or volition to engage in
such analysis, advocates of rational behavior often overlook the cognitive limits of
individuals. If firms find it daunting to calculate all of the costs that are external to
their labor process, it seems near impossible for them to internalize those costs and
implement a socially-optimal workweek. Savage (1972) has labeled this the ‘small-
world assumption’ of rationality. The assumption supposes that the decision maker
understands all the consequences of her actions and is able to assign a probability to
each state of nature. In the ‘large world,’ considering all of the events that are

relevant to a decision may be an awesome undertaking.
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Considering again the issue of work-related stress caused by long hours, it
may require the knowledge of a medical doctor coupled with a social scientist to
properly measure all of the costs associated with various work time regimes. Firms
would not be expected to employ such specialists. Thus, completely rational behavior
may not only be a costly task but a Herculean one. As a result, Wall (1993) claims
that, “information processing tends to be parsimonious, and solutions tend to be
simple-minded.”

Even if firms had the volition, resources, and ability to calculate the rationality
of the workweek, behavioral models predict that a deviation from the status quo is
more often the exception than the rule. Weber (1922) suggested that traditional
behavior, which comprises the bulk of everyday actions, is a pattern of response
determined by ingrained habituation. In terms of exchange relations, such as those in
the labor market, well-practiced or institutionalized routines can be thought of as
traditional behavior. Such behavior may become part of the firm’s corporate culture.
Thus, a firm may obstinately adhere to a pattern of transacting for no other reason
than ‘this is the way it has always been done’ (Lyons and Mehta, 1997).

Mere myopia might also militate against firms implementing shorter work
hours. If the productivity benefits are felt with a lag or dispersed among the whole of
society, the payout to the firm may be too distant for a near-sighted employer to
grasp. Rosthchild made a similar argument in the 1960’s:

The beneficial effects of more leisure and “better nerves” will need some time
to make themselves felt. In so far, then, as employers tend to take a rather short

view of their actions, they will quite logically resist any reduction of working
hours unless it is accompanied by a corresponding reduction in total wages.
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Rothschild’s central argument was that on account of the high level of risk aversion
generally displayed by employers, competition alone could not ensure that optimal
time schedules would be established. He suggested that employers would normally
need to be externally shocked before introducing change to standard times even when
the new schedule could prove more productive than the old one. Nyland (1989 p.234)
offers a similar observation:

[f so innovative an entrepreneur as Ford needed to be pressured by an acute

shortage of labour power or fear of unionism before he would introduce

rationalized worktimes, the overwhelming majority of capitalists would require

a good deal more pressure.

An additional pillory of the firm’s ability to efficiently utilize factor inputs

was put forward by Harvey Leibenstein (1960) in his work on the notion of X-
efficiency. Leibenstein’s argument is parallel to Chapman’s contention that the art of
machinery management can often be described as backward. Leibenstein formalized
the notion that firms may not utilized inputs, such as labor and machinery, in a cost
minimizing/profit-maximizing fashion. Commenting specifically on industry’s
failure to recognize, or even research, the virtue of reduced work hours Leibenstein
(1960, p. 402) states that,

Economists frequently assume that for a given capital stock and quality of work

force, output will be proportional to number of hours worked. Experiments

during World War I and later showed that not only was the proportionality law

untrue, but that frequently absolute output actually increased with reductions in

hours — say from a ten-hour day to an eight hour day. It was also found that

with longer hours a disproportionate amount of time was lost from increased

absenteeism, industrial accidents, and so on. In many cases it would obviously

have been in the firms interest to reduce hours below that of the rest of the

industry. Firms could have investigated these relations and taken advantage of

the findings. For the most part, governments sponsored the necessary research
on the economics of fatigue and unrest under the stimulus of the war effort.
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Indeed, the employers’ indifference to, or ignorance of, the relation between work
hours and output serves as a prime example of X-efficiency.

Leibenstein’s central premise was that there is no reason to presuppose that
the decision makers involved will use inputs as effectively as possible. The
difference between maximum effectiveness of the utilization of inputs and the
actually effectiveness is referred to as the degree of X-efficiency. Of course, X-
efficiency can also be measured in terms of actual quantity produced for a given
combination of capital and labor, which lends itself well to the comparison of two
different work time regimes. The notion expresses the idea that although inputs
might be efficiently allocated to firms, it is not a forgone conclusion that those inputs
will be used in an efficient fashion.

Moreover, X-efficiency is not the same as what is frequently referred to as
technical efficiency, since X-efficiency may arise for reasons external to the firm and
foreign to the knowledge of the managers. Thus, by X-efficiency Leibenstein (1980,
p. 12) has in mind “decisions and processes of implementation, that are nonoptimal,
and which are an inherent part of organisational life.” The salient point of the X-
efficiency theory is that firms do not minimize costs and, indirectly, do not maximize
profits. Can they then be trusted with the important economic and social obligation of
optimizing work hours?

If employers have substantial influence in the work time determination
process, the fallacy of composition might keep any one worker from opting for
shorter hours. What is good for society at large is not necessary beneficial for the

initial pioneers who often suffer while goading society towards a higher standard.
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Although all workers may covet and endorse shorter hours, it may be detrimental,
if not disastrous, for the first workers who voluntarily reduce their hours. The fear
of appearing indolent or being passed over for promotion will tend to limit any one
worker’s alacrity for reduced hours. Any effort to reduce hours on behalf of the
workers must then be achieved on a collective basis.

Widespread cultivation of the virtue of long working hours makes it difficult
for any one individual to break from tradition. Refusing to work overtime, for
example, will often raise the ire of colleagues who regularly volunteer to work extra
hours for the firm."> A continued commitment to long work hours strengthens the
power of the firm over the working class and perpetuates the putative “need” for the
worker’s physical presence in the workplace. Time-honored traditions begin to
appear as “natural” or “economic” laws when their basis is really just prolonged
subjugation by the vested interests.

This chapter has examined the many “exceptions” to the efficient allocation of
work time that are typically conceded to by mainstream economists. Although
orthodoxy has traditionally dismissed these market imperfections as inconsequential,
the growth of New Institutional Economics is causing many economists to place more
emphasis on the magnitude and pervasiveness of shortcomings with the standard
competitive model. This investigation has shown that a market determination of work
time is rife with imperfections from both the labor demand and labor supply
perspectives. Externalities, insatiable target incomes, ingrained ceremonies, and the

inelasticity of time-saving goods are all reasons why workers may fail to chose an
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optimal mix of labor and leisure. Firms possessing the bargaining power to impact
work scheduling may be equally impaired in their ability to demand an optimal
amount of work time from their employees as their decisions are often hampered by
the difficulty of measuring external costs, bounded rationality, cognitive limits,
myopia, ingrained habituation, or the problems falling under the label of X-efficiency.

The diversity and significance of market imperfections in the labor market
shed a penumbra of suspicion on the notion that sovereign workers and competitive
firms can arrive at a socially-optimal workweek if left to their own devices. The path
toward an optimal workweek may not be determined by timeless, immutable natural
laws, as was the path of the planets under Newton’s classical mechanics. The search
for a superior path is often complicated by the fact that the search is usually localized
and sequential (Wall, 1993). Moreover, the search for a new and better solution may
only be undertaken when it is deemed necessary by unmet goals, causing the first
solution that is ‘good enough’ to be retained (Wall, 1993). Thus, although society
might be gradually progressing towards a socially-optimal workweek, we could be
temporarily stuck in a ‘good enough’ stage.

Modern work times may simply be an artifact of a time when worker
bargaining power was minimal or when Calvinistic work ethics held greater sway.
The survival of the customary workweek may have led to the illusion of it being
objectively determined, but the reality might be far from the perception. As Gary
Cross (1989, p.234) points out, “The contemporary distribution of time and money is

not a natural allocation of work, rest, and material need: there is no physiological or

12 See Fried’s Taking Time, 1998..
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psychological optimal workday and workyear, which once reduced, need not be
further reduced.” Indeed, the Panglossian acceptance of a market-determined, 40-
hour workweek needs to be seriously reconsidered in light of our rapidly changing

economic and social system.

CHAPTER FOUR

AN ALTERNATIVE VIEW OF THE INDUSTRIAL EFFECTS OF REDUCED
WORK TIME

In light of the work time imperfections and inefficiencies suggested in the
previous chapter, this chapter examines the relationship between work time and the
productivity of the individual worker and the firm. The intent of the chapter is to
suggest an alternative way for both firms and workers to approach an allocation of
work hours that is optimal from an industrial or microeconomic perspective. It is
important to note that this alternative industrial approach is highly compatible with
the broader societal approach suggested in the final chapters. In short, this chapter
posits that a reduction in work hours can be as beneficial to the firm and the worker as
it would be for society in general.

Since the issue of labor productivity is itself a controversial one, an
examination of the problematic nature of measuring productivity is warranted before

offering opinions on the productivity-enhancing effects of work time alterations. The
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discussion then builds upon efficiency wage theories to introduce an efficiency week
approach to work time determination that is congruent with the objectives of the
alternative narrative of work time determination. Specifically, the efficiency week
hypothesis posits that a reverse causation may exist between work hours and the
productivity of the worker and the firm. The analysis is akin to the efficiency wage
hypothesis, which has engendered an alternative view of the implications of wage
hikes. Just as efficiency wage theories have been used to explain the failure of factor
price equalization across industries, the efficiency week hypothesis argues that a
greater inter-industry variance in average workweeks is theoretically possible. The
chapter offers an examination of inter-industry workweek differentials in order to
suggest that factor equalization has already become less observable across sectors and
that the efficiency week concept may do as good a job explaining such differentials as
the efficiency wage theories have done for inter-industry wage differentials. A
formalization of the efficiency week is then presented to elucidate how firms might
optimize work hours in much at the same way some firms have done with wages.
Lastly, the evidence gleaned from various types of work-time-reduction experiments
at the firm level is offered as an indication of the potential industrial rewards offered

by shorter work hours.

Labor Productivity- Caveats and Concerns
It is commonly held by economists that the average rate of wages, the length
of working hours, and the general standard of living is determined by the

productiveness of labor. However, the measurement of labor productivity is highly
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controversial and therefore warrants closer examination. Many scholars have warned
that valid productivity figures are illusive if not impossible to capture. Measuring the
productivity of the factor of labor is particularly troublesome due to the added
complexity introduced by the human element. As mentioned previously, the
difficulty in separating labor from labor power makes the measurement of labor
productivity much more problematic than that of capital (Braverman, 1974 and
Bowles, Gordon, Weiskopf, 1990.)

Labor productivity measures are commonly criticized along three fundamental
lines of attack. First, the productivity of a worker may be immeasurable at any
particular instant in time. Especially in our service-oriented economy, labor
productivity may only be observable on a monthly, annually, or lifetime basis.
Second, given the modern economy’s complex working milieus, it is becoming
increasing difficult to discern individual productivity from group productivity.
Roland Cullivier (1984, p.51) writes, “the concept of ‘individual output’ is almost
impossible to define, in so far as a large and growing number of jobs in advanced
industrial societies are concerned.” Lastly, a sundry of influences come to bear on
productivity — such as worker skill, regional location, the productivity of the industry,
capital accumulation, technical know-how, et cetera — making it very difficult to
isolate just one factor. Separating the contribution of labor to the productive process
from that of capital is a particularly vexing problem in measuring labor productivity.

Although wages in specific industries may not always reflect changes in the

productivity of workers and implements in that sector, the average wage in a
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community is generally believed to follow the average productiveness of the factors
of production in use in the community at the time. For instance, a cotton-spinner, by
means of more efficient machinery, may produce ten times as much thread in a day as
his counterpart could have a century ago. A bricklayer, however, is less likely to
mortar more bricks today than his skilled brethren did a century ago. But the
bricklayer’s real wages have risen pari passu with the cotton-spinner. In this manner,
even those industries that have not directly experienced productivity revolutions can
share in the results of the productivity gains made elsewhere in society. This
reasoning is essentially an anecdotal way of saying that individual productivity may
not be nearly as important as social productivity.

Clarence Ayres (1967) has offered perspicacious commentary on the issue of
separating individual productivity from societal productivity. Ayres took particular
exception to the notion that any one individual’s contribution to society could be
separated from the group effort. Commenting on productivity in the general sense,
Ayres (1967, p.3) states that,

This word suggests, whether intentionally or not, meanings which are not true
and are exceedingly harmful; and all of us who know this to be the case have a
public duty to repudiate these suggested meanings and to denounce the whole
institutional structure they support.
One such notion that the misconception of the term supports is the belief that free
competition tends to give labor what labor creates, and capitalists what capital creates.
Indeed the rewards of work may depend more on labor’s bargaining power

and societal beliefs about the structure of wages than on “work effort” or individual

productivity. Ayres appeals to economists to dispel the fallacies surrounding the term
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“productivity” to the whole of society. He claims that this is an economist’s

ideological responsibility because,
Economists should know better than anyone else that no one creates anything
except as a participant in the culture he shares with all the other members of the
community, and that it is utterly impossible to determine how different the
future of his society would have been if he had never been born. Better than
anyone else economists should know that price theory is tautological: that we
know what the various participants in our economy “create” only insofar as this
is “revealed” by what they get. There is no independent gauge.

Indeed the total productivity of the production process may be far more
important than individual labor productivity. Since labor productivity is but a small
and decreasing component of total productivity, its overall influence on the
“efficiency” of the system may be limited. Block (1990, p. 95) points out that “in
advanced manufacturing, direct labor costs have fallen to less than 10 percent of the
total costs of production.” Consequently, labor productivity might be moreso
determined by total productivity rather than vice versa. If, for example, the entire
productive process becomes more “efficient” due to the fact that production runs have
increased and the capacity utilization is higher, labor will be one of many factors of
production that will become more productive.

The message in these semantics is that a high and sustained level of capacity
utilization will likely have a greater impact on total productivity than the impact
achieved from increasing the productivity of any singular factor of production. This
phenomenon has been illustrated by the growing productivity statistics that have

accompanied the high economic growth figures in the United States in the late

1990’s. As is typically the case, productivity improvements have been positively
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related to capacity utilization rates in the 1990°s. This correlation reflects the
commonsense notion that productivity, or per unit costs, will tend to improve as a
firm’s fixed costs are spread out over more units of output.

The specter of insufficient or depressed output may then pose the largest
obstacle to labor productivity improvements. It may well be that the businessperson,
in protecting the price of their product, causes more damage to labor productivity than
any that could possibly be caused by a work time reduction. Veblen (1919) has
commented that the term sabotage should not be reserved for the actions taking by
workers, because the captains of industry themselves routinely orchestrate a
“conscientious withdrawal of efficiency” to ensure their continued prosperity. For
Veblen, the rate and volume of output is adjusted to “make a market,” not to the
working capacity of the available resources, equipment and manpower, nor to the
community’s need for goods. This “capitalistic sabotage” likely wreaks more havoc
on productivity than any withdrawal of efficiency the working class could affect.

[f maximizing output is not the modern capitalist’s true sine qua non,
productivity issues should not be an obstacle for the movement towards shorter work
time. If the captains of industry are themselves interested in restraining production,
they could use reduced work time as a fictitious guise for reducing output. As this
chapter attempts to show, however, such a pretext is false because labor productivity
per unit of output will likely rise. Consequently, the capitalists’ real fear may be that
shorter work time will bring about greater production and threaten the scarcity

premium that they often achieved through a “conscientious withdraw of efficiency.”
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In other words, a workweek that enhances the efficiency of labor stands in contrast to
any capitalistic sabotage employed to bolster profits.

In summation, discerning the productivity effects of higher wages or
shorter workweeks may be a Herculean task. Since the output of so many workers
is unknown in the modern workplace, employers may operate under the false
delusion that high labor hour inputs (i.e. long hours) will ensure high levels of
output. The logic is spurious, however, because working longer does not
necessarily translate into producing more. Even if output does rise in absoiute
terms in the short run, a policy of long work hours will likely result in higher per
unit labor costs in the long-run as production inefficiencies come to fruition. As
was suggested in the theoretical discussion of work time in the second chapter,
detaching work hours from operating hours can make better use of shiftwork and
substantially increase the total productivity of the production process by extending
production runs. As goes total productivity, so too goes the productivity of
individual factors. Yet, it remains quite uncertain which way the causation has
more force — from total productivity to factor productivity or vice versa.

Measuring labor productivity is a double-edged sword — for if we cannot
use it to evince productivity improvements then claims of detrimental productivity
effects are likewise limited. Since it is difficult to separate individual or total
productivity from social productivity, the role of labor productivity in the work

time debate is admittedly limited. In short, if workers feel overworked,
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immeasurable productivity concerns should not obviate policy reforms that address

the hardships of the workforce.

The Efficiency Wage Theory - A Springboard to the Efficiency Week Hypothesis
Before the emergence and widespread acceptance of the efficiency wage
hypothesis, it was believed that increased productivity led to dividends being paid to
workers in two basic forms: higher real wages or reduced working hours. The
efficiency wage theory, however, reversed the arrow of causation between the two
variables by purporting sound reasons why higher wages may be a cause of higher
productivity as well as a result. The chief posit of this chapter is that productivity
advances are also correlated with another significant determinant of productivity—
work duration. Thus, just as an efficiently high wage may serve to lower per unit
labor costs, so might judiciously determined workweeks. Since a thorough
understanding of the efficiency wage model is crucial for grasping the efficiency week
hypothesis, the detailed exposition of efficiency wages that follows should prove
useful in understanding the relationship between wages, work time and productivity.

In The Wealth of Nations, Adam Smith commented on the fact that higher

wages would lead to increased industry among the working class. Smith (1994, p.93)
effectively laid the foundation for the efficiency wage hypothesis when he wrote,

The liberal reward of labour, as it encourages the propagation, so it increases
the industry of the common people. The wages of labour are the
encouragement of industry, which, like every other human quality, improves in
proportion to the encouragement it receives. A plentiful subsistence increases
the bodily strength of the labourer, and the comfortable hope of bettering his
condition, and of ending his days perhaps in ease and plenty, animates him to

117

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



exert that strength to the utmost. Where wages are high, accordingly, we shall
always find the workmen more active, diligent, and expeditious, than where
they are low.

Since Adam Smith published his magnum opus, economists have discovered
additional reasons why high wage rates can serve to increase the productivity of both
the individual worker and the milieu in which she toils. Thus, economists have
advocated many explanations as to why per unit labor costs— the capitalists’ sine qua
non- can often times be lowered by paying an efficiently-determined wage rate.

In its simplest form, the efficiency wage hypothesis states that labor
productivity depends on the real wage paid by the firm. As Janet Yellen (1984,
p.200) points out, “if wage cuts harm productivity, then cutting wages may end up
raising labor costs.” The productivity gains attributable to the employee primarily
result from greater incentives to work coupled with a diminished incentive to shirk.
However, the employer can also raise the productivity of her operation by utilizing
higher wages to reduce turnover, improve morale, decrease monitoring costs, and
attract superior job applicants (Yellen, 1984, and Stoft, 1982).

The link between labor productivity and the real wage paid by firms is perhaps
most apparent in the less-developed country context. In this setting, it is quite
obvious how higher wages can abate such productivity drags as malnutrition and
illness. The understanding is still rather intuitive when extended to the developed
countries as we can imagine such productivity enhancements as training, wellness

investments and even psychiatric help being financed out of higher wages. However,
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most models pertaining to industrialized economies tend to emphasize the
productivity gains reaped from a reduction in shirking and employee turnover.

Since piece rates are impracticable in most jobs, monitoring of employees
becomes an expensive endeavor. Direct observation of worker effort is often costly
or otherwise impracticable. Therefore, monitoring can be accomplished by either
purchasing more direct supervision or by purchasing self-supervision (Leonard,
1987.) The payment of efficiency wages results in the direct cost of monitoring being
supplanted by a reduced incentive to shirk (i.e. self-supervision). The ultimate
penalty for shirking is the possibility of being sacked upon discovery of the
impropriety. This has been termed the “cheat-threat” theory by Stoft (1982) because,
if there is a cost to being fired on account of cheating, the threat of being axed creates
an incentive not to shirk. If a firm were to hire a worker for less than or equal to the
going wage rate, it would be in the interest of that worker to shirk, because similar
replacement employment could be easily obtained. Firms that realize this will want
to offer wages that are competitive with those within their particular industry, and
consequently reduce their direct monitoring expenses.

As the subsequent section will illustrate, this argument may have even more
sway under an efficiency week arrangement. Even fewer resources are lost to
monitoring under an efficient week because workers are not only less apt to shirk but
their production mistakes are substantially curtailed (Hunnicutt, 1995, Saltzman,
1997). Rather than paying individuals to tyrannize over, putatively, unruly workers,
society could employ efficiency wages and weeks in order foster socially-superior

results. Both the efficiency week and efficiency wage alternatives to monitoring are
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socially optimal because resources are devoted to the production process rather the
subjugation of the work force.

Firms may also offer wages in excess of the market-clearing rate in an effort
to reduce labor turnover. For reasons similar to the reduced shirking argument,
workers will be more reluctant to quit the higher the relative wage paid by the current
employer, and the higher the aggregate unemployment rate. Since less turnover
translates into lower training costs for the firm, paying a higher relative wage could
be a windfall for firms with substantial training costs.

Henry Ford was one of the first welfare capitalists to benefit from the
increased mettle brought forth by efficient wages. Facing worker rebellion against
the intensification of work resulting from the implementation of his assembly line
tactics, Ford was pressured to take steps to offset a planned unionization drive in the
automobile industry. He was also facing the prospect of having to retrench tens of
thousands of workers during the re-tooling of the Model A (Sward, 1968). In 1928
Ford shocked American industrialist by paying his workers an unprecedented five
dollars a day. Ford was not the first U.S. capitalist to introduce the five-day work
schedule, but no one had implemented in on such a grand scale. His move was
praised by organized labor and attacked by most major industrialists (Laue, 1926).

Having decided to introduce the 5-day week, Ford became a very vocal
champion of the virtues of the policy. Indeed, the benevolent implications of the new
work schedule gave Ford plenty to discuss. Ford’s policy simultaneously increased
the productivity of his workers and bolstered effective demand for his automobiles.

Before the lessons of the five-dollar day, big business adamantly opposed higher
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wages. An increase in the factor cost of labor, it was argued, would prescribe a
curtailment of production. The reduction in output would maim the very workers it
intended to benefit. What these myopic opponents of higher wages were not grasping
was the aggregate demand effects and productivity gains that abound from well-paid
and well-rested workers.

Ford’s main concern was the absenteeism and turnover of his workforce.
Employee turnover was such a menace that the firm even took to referring to the
higher wage as a “profit share” in an attempt to enfranchise workers. Giving workers
greater stake in the company was essentially a strategy to ameliorate a turnover rate
that had reached 370 percent at Ford in 1913 (Summers and Raff, 1986). This
reasoning can be seen in the quid pro quo that was expected in return for the higher
remuneration. In order to qualify for five-dollar day workers had to have a tenure of
six months and prove to one of the 150 inspectors from Ford’s Sociological
Department that the higher wages would not be frittered away. As a 1914 Ford
pamphlet wrote, “a worker is only put on the list of profit sharers after he has been
carefully ‘looked up’ and the company is satisfied that he will not debauch the
additional money he receives.” The Ford executives emphasized the fact that the
policy was a profit-sharing rather than a wage-increasing plan in order to symbolize
the payments as gifts rather than a market compensation they had a right to expect.
The fact that such “gifts” were being shared with workers was claimed to be
justification for the company conditioning the payments on worker’s spending their

salaries wisely. Akerlof’s gift exchange was patently at play in Ford’s strategy, and
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