
WHY WAGES RISE:
F. A. HARPER

In the previous article two types of
so-called fringe benefits were dis-
cussed--taking some o/ one’s pay to
buy things he may not want, and
paying him when he does not work.

One type is not a benefit at all ]or
most wage earners; it is a detriment
instead. Part of one’s pay is taken to
buy something he does not want at
the price. Under a centrally con-
trolled plan, which follows the com-
munist-socialist ideal of "to ec~ch ac-
cording to his need," all employees
of one corporation or perhaps all
members of one union are forced, by
a deduction from their wages, to pur-
chase a certain item whether they
want it or not. Their "need" is deter-

mined by someone else, not by the
wage earner himself. And when the
purchase is not his own preference,
the worth of his wage is thus reduced.

The other type of so-called fringe
benefit does not a]ect, in this sense,
how much one receives in total pay.
It a~ects the time when he receives
the pay due him. He may receive it
either more or less frequently. He
may receive a part of it during pe-
riods of idleness, rather than all of it
when he is actually working. In the
sense of his total wages, this is not a
monetary benefit to him; it is at best
a convenience.

This article will deal with leisure
and its relation to wage rates.

WE ALL seem to yearn for idle-
ness-all we can get of it. But

do we, really ?
Surely we do not want unlimited

inactivity. Even in sleep one is un-
comfortable if he cannot move and
turn about now and then. If a thor-
oughly well person is hospitalized
and forced to be inactive for a day
or two, it is said that he would feel
about as ill as one who has had an
operation. He quickly absorbs his
fillof idleness, and wants to make
a break for freedom.

So it is not really, inactivity we
want, in our yearning for more
leisure. It is, instead, our desire to
be active at something other than
our regular activity. We want to be
free of what we are currently ob-
ligated to do, in order to do some-
thing else for a change.

The truck driver wants leisure to
get off the road; perhaps he wants
to spend a few quiet days at home.
But a telephone operator or a
watch repairman yearns for leisure
so he can take a spin in his car.

Dr. H~rper is a member ot the staff ot the Foundz~t}on ,#or Economic Education.
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The farmer wants leisure to go
to the city. The city dweller wants
it to go to the country.

The coal miner wants leisure for
a plane trip. The plane pilot wants
leisure to avoid one.

A hired ballplayer wants leisure
away from the game so as to be
able to get back home on his farm.
The farmer wants leisure to play
ball at the picnic.

What most persons do with their
leisure costs them money. Yet they
probably are paying for the privi-
lege of doing something that some-
one else gets paid for doing regu-
larly for his living. Two persons
might even pay a vacation expense
direct to one another for reversing
their regular activities.

Welfare and Leisure

As recently as a hundred years
ago in this country, as elsewhere
in the world over most of its his-
tory, a person had to work hard
during most of his waking hours in
order to provide himself with the
food and protection required to
keep alive. A hundred years ago in
the United States, for instance, the
"work year" was a little over 3,500
hours on the job, out of the total
of 8,766 hours in a year. Practi-
cally all of great-grandfather’s lei-
sure hours were needed for eating
and sleeping.

With our present advanced pro-

ductivity, one could probably main-
tain himself at the level of bare
subsistence with the income from
as few as 200 hours of work per
year. 1 This would provide an ex-
tremely humble existence, to be
sure, without many things we have
come to think of- falsely- as ab-
solute necessities.

We now work 2,000 hours, or a
little less, per year rather than
these minimal 200 hours. We do
this in order to have many more
economic things to enjoy, beyond
the level of strict necessity.

This increased capacity to pro-
duce above the starvation level of
existence allows people to choose
over a wide area between more
things and more leisure. This in-

creased productivity gives us the
choice of either working more
hours and having a multitude of
luxuries, or having almost com-
plete leisure at the starvation level,
or some mixture of luxury and
leisure.

After you have worked 200
hours a year to barely protect
yourself against starving, you can
afford to wonder what you will do
with the next hour-the 201st hour.
Probably you will want to continue

~See "Why Wages Rise: 4. Tools To Har-
ness Energy." The Freeman, June 1956.
pp. 34-38.
Also, see "The Con~titions of Economic
Progress," by Colin Clark. (London : The
Macmillan Company, 1951.)LICENSED TO UNZ.ORG
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to work for Setter food and other
economic things you want to enjoy.
This is because you have more de-
sire for these things than for the
leisure, at this point.

In the 202nd hour probably you
will work for still more things, be-
cause leisure still has less appeal to
you than more things. This would
leave 8,564 other hours in the year
that could be devoted to leisure.

Moving on up the scale of work°
ing hours, a point is finally reached
where more work and more things
become less appealing than more
leisure. So you begin to take a little
more leisure. Eventually a point
will be reached when almost all the
next hour will go for leisure, be-
cause it finally comes to have more
appeal than greater material wel-
fare beyond the abundance you al-
ready have.

Persons differ widely in their
choices in this respect, of course.
The "lazy" person likes leisure so
much that only dire necessity or
some sort of threat will cause him
to bestir himself for much work,
because of his high susceptibility
to the lures of leisure. Some per-
sons, on the other hand, have
strong fortitude and rigidly dis-
cipline themselves to purposeful
work. They will keep at their work
far beyond the starvation level. A
few rare persons may even work as
many hours as their ancestors did,

though their total economic reward
would keep 20 or 50 or 100 persons
alive.

These are the pleasant choices
we have as a result of our present
high productive capacity. They are
choices between more total income
and more leisure which each person
may test on his scale of values.

Our incomes per year could have
risen even further than they have
up to now. But leisure has been
chosen in preference to some of the
luxurious living that would have
been possible with more hours of
work. To observe this is not to
criticize the choice, since leisure is
-in a sense-a form of wage and
should be thought of in this man-
ner. We might call this "the wage
of leisure."

How Much Leisure Chosen?
There has been a considerable

increase in productivity from each
hour of work since 1855 (see
chart). At that time the average
work week was about 70 hours.

If we were still working 70
hours a week with present produc-
tivity, the total weekly income
would have increased the same as
the great increase in hourly pro-
ductivity. But instead, the ~vork
week has declined to about 40
hours.

This means that as compared
with a century ago, three-fifths of
the benefits from increased produc-
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LEISURE AND BETTER LIVING
The Fruits of Greater Productivity--United States
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SOURCE: Derived from data on productivity, The Freeman, "Why Wages Rise: 1.
Labor Unions ?", March 1956, page 43; America’s Needs and Resources, by J. Frederic
Dewhurst, The Twentieth Century Fund, page 695.

tivity have been taken in the form
of leisure and only two-fifths in
more sumptuous living. This pre-
sumably reflects, in a rough way

at least, something about people’s
preferences for leisure versus the
luxury of more goods and services.

In the middle of the period
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around the turn of the century,
when productivity was increasing
slowly, most of the increase was
taken in the form of leisure.

The change is what one might
expect. The higher your material
living, the more you will probably
listen to the appealing call of lei-
sure, taking more and more of your
rising wage as the "wage of lei-
sure." Or if you don’t take more
leisure, having become fixed in
your habits of work, your children
probably will adjust the family
tree to the times.

Unions and Leisure

Most labor union officials claim
to have attained the shorter work
week for workers in the United
States. This is a questionable claim
indeed.

Union membership now includes
little more than one-fourth of all
gainful workers.2 This one-fourth
has little if any direct control over
the hours of the other three-
fourths. And the 40-hour week is
widely accepted outside the unions,
as well as inside the unions.

The strength of unions and
changes in their membership do
not justify these claims of having
obtained the short work week (see
chart). The greatest movement
toward taking more of the in-

’See "Why Wages Rise: 1. Labor
Unions ?" The Freeman, March 1956. pp.
42-45.

creased productive capacity in the
form of leisure was in the third of
a century prior to 1920. Unions
were then unimportant, whether
measured by membership or by
their power over nonmembers.

Up to the late thirties-except
for a couple of years right after
World War I- union membership
was never more than about 10 per
cent of all gainful workers. And
before the turn of the century
their membership was negligible.

The shorter work week of recent
decades, when unions have been
most conspicuous, is merely a con-
tinuation of the previous trend.
All the evidence indicates that a
shorter and shorter work week
would have happened in the ab-
sence of unions, simply because
persons have always evidenced a
choice of more leisure when they
can afford it out of a higher pro-
ductive capacity. So the shorter
work week would have come any-
how, with or without unions.

Unionized Unemployment

One cannot know for sure, of
course, what the length of the
work week would now be in the ab-
sence of unions. But let us assume
that in the absence of unions we
would now be working more hours
--that unions have, in other words,
reduced the work week beyond the
free choice of individual workers.
If that were the case, the attain-
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merit would amount to a disservice
to the wage earners. For we would
then have to conclude that the
workers, under union pressure,
have been forced to accept leisure
-fewer work hours-instead of
their preference for somewhat
more hours and increased buying
power.

Unemployment prevails where a
person who wants to work for the
wage an employer is willing to pay
is prohibited from doing so by
some outside power. So, fewer
work hours than wage earners
would prefer of their own free
choice amount to the same thing
as forced unemployment.

Thus, the unions’ claim of credit
for attaining the short work week
is either false or foolish. At best,
it is hardly something in which
to take pride, so far as its effect
on the victims is concerned, be-
cause it amounts to having caused
partial unemployment every week
-unionized unemployment, we
might call it.

On Vacations with Pay
Among various patterns for lei-

sure, vacations with pay are popu-
lar as a supposed benefit to the
employee. They are sometimes the
object of bargaining by employees,
granted reluctantly by the em-
ployer. And sometimes they are
offered initially by the employer
as an act of beneficence.

For the purposes of our concern
here, we shall leave aside the ques-
tion of whether or not a person
really needs a vacation-and how
long a vacation-from the stand-
point of maximum productivity
and happiness. We shall assume
sufficient leisure for that purpose
has already been reached, and that
the question now under considera-
tion is an extended vacation be-
yond this point. Perhaps the em-
ployer thought it up as a "fringe
benefit" to be given to his em-
ployees out of the goodness of his
heart, so to speak. So he decides
to grant an additional week’s vaca-
tion at Christmas time, this year
and in future years.

Imagine an employer’s probable
amazement upon receiving from a
sharp-thinking employee a note
like the following:

Dear Employer :
I have just noticed on the bulletin

board that you are granting us an
extra week of vacation at Christmas
time, with pay. Thank you for your
good intentions. But I sincerely re-
quest that you rescind your action.
And I’ll tell you why.

You and I know that you can’t pay
us for not working during that week,
except by taking from our pay for the
other weeks of the year. It has to
come out of what we earned in the
other weeks of this year. And in com-
ing years it will have to come out of
what you could pay us in the other
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weeks of the year in lieu of this week
of vacation.

So when you say it is to be a vaca-
tion with pay, you are being mislead-
ing. What you must really mean is
that it is to be a vacation without pay,
but that we will be given some pay in
that week for work done earlier in the
year and already due us--held back
at that earlier time, so as to be avail-
able to pay us during this week of
vacation.

Or look at it this way: If we were
to work that week instead of vaca-
tioning, we could produce about 2
per cent more in the year than if we
didn’t work that week. And if we
worked, you could pay us about 2 per
cent more for the year than if we
didn’t work.

So, really, this is a vacation wi~h-
ou~ pay rather than a vacation with
pay, so far as the year’s total pay is
concerned.

I for one am sorry you are doing
that to us. You no doubt have been
overcome by this so-called "spirit of
Christmas." But my family needs the
extra $75.00 of income more than I
need the extra week of leisure. As it
is, we have hardly enough to buy
Christmas presents for the children
anyhow, after paying our taxes and
meeting all our other bills. We need
the extra $75.00 for Christmas, not a
week of unemployment.

Please reconsider this fringe detri-
ment -- this partial unemployment --
you have imposed upon us.

Sincerely yours,
Employee

This type of analysis of vacation
benefits will apply equally well to
many forms of partial unemploy-
ment "with pay." It is clear that
there can’t be idleness with pay
unless there is at some other time
an equal amount of work without
pay. "Vacations with pay" are an
accounting device only. They are
really vacations without pay, no
matter when and how the pay
checks are arranged during the
year.

Looking to the Future
If the uptrend in our productive

capacity continues as in the past,
we shall be able to continue to
choose between more leisure and
more economic things. How far
leisure may eventually go, we have
no way of knowing. Automation
and atomic power hold untold pos-
sibilities of this sort, unless a loss
of liberty should terminate prog-
ress.

One can see in the future, how-
ever, a great and increasing prob-
lem of what is to be done during
increasing leisure, as we can af-
ford more and more of it. Looking
toward a better life and a more
peaceful society, we can surely see
how leisure may tend to erode both
virtue and wisdom. We can surely
see the danger of a serious leisure-
disease developing among man-
kind, a disease which work for-
merly restrained. For work ap-

LICENSED TO UNZ.ORG
ELECTRONIC REPRODUCTION PROHIBITED



48 THE FREEMAN December

parently has some sort of thera-
peutic quality so far as virtue is
concerned. And its substitute un-
der leisure seems not yet to have
been found.

For instance, in my files is evi-
dence from capable authorities
pointing out that the shorter work
week is an important cause of
crime; how leisure puts many of
its victims into penitentiaries
where they must be cared for and
serviced at a cost to be borne by
people who have done no wrong in
this instance.

Evidence in my files also indi-
cates how certain authorities as-
sert that compulsory unemploy-
ment devices, such as child labor
laws coupled with required pres-
ence in school buildings during
teen-age years is an important
cause of juvenile delinquency.

Mental problems of all sorts,
too, may in some important degree
be the product of increasing lei-
sure.

The paradox of all this is that it
may be the problems which leisure
brings that will, in the future, of-
fer unlimited opportunities for
work in solving them.

So in conclusion, increased pro-
ductivity has gone more and more
into leisure in preference to a
more sumptuous life. As a result,
yearly wages are not nearly as
high as they could be if we had not
prized the leisure more, if we had
not chosen it instead. But once
having made the choice this way,
leisure itself creates serious prob-
lems which are suggested without
being resolved. ¯ ¯ ¯

" ~ ~! We Cannot Escape Ourselves

REsoui{c~s oF T[iE SPIRIT are like savings: They must be ac-
cumulated before they are needed. When they are needed, there
is no substitute for them. Sooner or later, the individual faces
the world alone, and that moment may overwhelm him if he
has no resources within himself. , ,

Distraction helps but little and betrays us when we least
expect-it. We can escape our physical environment and our
neighbors, but we cannot escape ourselves. Everyone with any
maturity of experience and self-knowledge knows that the lone-
liest moments are sometimes experienced in the midst of the
greatest crowds and the most’ elaborate entertainments.

MARTEN TEN IzIOOR, Educatio*~ for Privacy
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THE ECONOMIC

FOUNDATION OF

HOWARD BUFFETT

It is no accident that th~ basic premise of communism is the
abolition of private property. For private property is the
standing ground of the individual. Without it he has neither
means nor power with which to practice freedom.

A CLEAR understanding of the
economic foundation of free-

dom and its ramifications is re-
quired by the person who strives to
be an effective disciple of human
liberty.

In a material sense, the economic
achievements of American free-
dom in the last 150 years present
the greatest phenomena of all his-
tory. In this relatively short
period, our freedom has released
and channeled human energy of
such potential that an entirely new
and hitherto undreamed-of world
has been created.

What explains all this ?
Some people have asserted that

Americans are a superior race,
smarter than any previous people.
Not so. I have never seen or heard
any evidence to indicate that
Americans are an intellectual aris-
tocracy. Perhaps it was our for-

tune to descend from superior
pioneer stock. I don’t know. In any
event such a superiority, if it ex-
isted, cannot begin to explain the
fantastic material achievements of
this nation in the last 150 years.

Some would have you believe
that the natural resources of
America were the decisive factor.
Not so. Other lands are as rich or
richer in natural resources. South
America and Mexico are examples.

Nor has the human situation
changed during this period. Peo-
ple are the same, and the earth is
the same size and constitution as
it was when Socrates was holding
forth in Athens.

Here, for the first time in human
history, human energy was freed
from arbitrary authority. Here for
the first time man was able to
make and carry out business ven-
tures individually, or in relation-

1VJr. Buffett, former Conl~ressman from Nebraska, is a member of the firm of BuRett-Falk &

Company i~ Omaha. T~is artlcle is condensed from a lecture at Midland College, Freemo~t,
Nebraska, February 20, 1956.
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