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Labor Standards and Related Matters

A.
Introduction - Until the early twentieth century, freedom of contract between employer and employee took precedence over any general public policy of governmental regulation that might have benefited the working conditions of employees.  However, as in many other areas of business law, the commerce clause of the Constitution was eventually used as the basis for upholding various federal laws regulating labor practices.  In addition, the Supreme Court began to recognize the states’ police power to pass laws governing employment practices.  Employee rights and benefits have been tremendously expanded as a result of these laws and related court decisions.

B.
Workmen’s Compensation - In exchange for the guarantee of compensation (regardless of fault or of the negligent party), the worker relinquishes the right to sue the employer and relinquishes the right to obtain an amount of damages greater than that provided by the workmen’s compensation laws.  Such laws are basically a state-imposed insurance program.  The state statute also creates a board or commission which has authority to rule on disputes regarding whether an employee has a right to compensation and, if so, what the amount of compensation should be.


Compensation is allowed for all injuries to employment.  If an employee dies as a result of a compensable injury, the person deprived of his or her support will then be entitled to compensation.  Some occupations are excluded, such as farm labor and domestic service.  Claims generally fall into the categories of medical expenses, disability benefits and death benefits.  Detailed formulas are set forth in the act of regulations which determine the amount of payments.  Such formulas are based primarily on the employee’s wage time of service and nature of injury.  In addition to the state workmen’s compensation statutes, there are various federal laws that provide coverage for government employees.

C.
Unemployment Compensation- The federal government created a system of unemployment insurance, originally under the Social Security Act, to provide relief for persons suffering from the high unemployment of the Depression of the 1930’s.  Subsequently, states enacted unemployment compensation laws funded by mandatory contributions imposed on employers.  Similar to workmen’s compensation, the basic questions addressed on these state statutes and regulations deal with eligibility requirements, amount of the benefit, length of time the benefit is to be paid, and whether all qualifications for compensation have been satisfied.  With respect to the eligibility requirements, the employee must show that he or she worked for an employer who was subject to the unemployment tax of the state, and that the employee worked for at least three months.  The period of eligibility depends on the length of employment and the amount earned during such employment.  However, the maximum number of payments is usually about 40 weeks, regardless of length of service.  Compensation is not available to persons who voluntarily quit their job without good cause, and to persons discharged for misconduct.  In addition, recipients must accept suitable available employment or they will be disqualified from further payments.  The amount of the tax imposed on employers is primarily related to their turnover rate.  Coverage has been available to federal employees since 1956 under federal laws that incorporate state guidelines on eligibility and amount of benefits.

D.
Wage and Hour Laws - As described above, the workmen’s compensation laws and the unemployment compensation laws are primarily state statutes.  The four remaining areas of labor law in the chapter are primarily governed by federal law.  The Fair Labor Standards Act of 1938 regulates wages and hours and the use of child labor.  Wage and hour laws do not limit the number of hours an employee can work in a week, but require compensation of time and one-half for each hour over 40 hours.  Handicapped persons, full-time students, domestic workers, and farm workers are not covered by the Fair Labor Standards Act.  The Labor Department and the Justice Department oversee the enforcement of the wage and hour laws.

E.
Social Security - Beginning with the Social Security Act of 1935, the federal government has provided economic security to the elderly and disabled through this retirement assistance program.  The social security benefits are financed by taxes or contributions from employers, employees, and self-employed persons.  This tax is known as FICA (which stands for Federal Insurance Contributions Act).  The tax is based on the taxpayers gross income.  The system is administered by the Social Security Administration.  There are four basic programs which are part of the overall social security system, namely, retirement and survivors benefits, disability benefits, medicare benefits and supplemental security income benefits.  The statute and regulations contain standards of eligibility and formulas which determine the amounts a recipient may receive under each program.
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