
Last night, my teenaged daughter was in a snit regarding what she perceives to be the stultifying 
conservative climate of our comfortable suburb. In truth, she is probably the most liberal of her clos-
est friends; scratch the probably. But how is she liberal? Well, let me give you this, and I paraphrase 
only a smidgeon of a smidgeon: “Our country is over $17 trillion in debt; the rich keep getting rich-
er; the poor keep getting poorer, and we fight wars all over the world which aren’t even ours. But no 
one wants to talk about that. All they want to talk about is gay marriage and the Confederate flag.”  

Well, when you put it like that, huh? You know, maybe she has/had a point.  

Oh, she went on about this and that, and I didn’t necessarily agree with all of it. Still, I was happy 
she is developing her own mind about certain issues, even if I told her she should learn more about 
how the world really works before commenting on the bulk of it, particularly the economic stuff.  

Let’s just say she isn’t just aping what her parents say and think, and that is good, even great. How-
ever, she is somewhat naïve when it comes to business and economics, and that is bad. I suppose 
you could say the cobbler’s children have no shoes, or something along those lines. But, then again, 
she is only 16, and has plenty of years to learn a lot of the nuts & bolts.  

Frankly, I don’t expect her, at this age, to be able to think through the probable economic outcomes 
of various government dictates, mandates, or otherwise well-intentioned pieces of legislation. When 
I asked her about income inequality, her response was: “I believe the government should do more to 
bring it down.” However, she couldn’t posit much more than that on her own, only that someone out 
in the ether should do more, whatever that may be.  

Since she is a teenager, and my child, I will, and did, cut her some slack. Unfortunately, there are a 
lot of grownups out there who share her opinions and depth of knowledge and insight on a lot of 
serious economic issues/problems. More disturbing is a lot these adults wield considerable influ-
ence, and the have the ability to really gum up the works.  

Take the Administration’s announcement it intends to extend potential overtime benefits to Ameri-
can workers making up to $50,440/year. This from the current $23,660/year level. Make no bones 
about it: this is well-intentioned, and I firmly suspect the President’s heart is in the absolute right 
place. I also think the President fully understands the plausibility of this proposal, and is using this 
as a tool to paint the GOP into a corner heading into the 2016 elections. I least I hope he is being 
politically savvy, or devious if you sit on the other side of the aisle. Otherwise, wow….his grasp of 
business is somewhat lacking, shockingly even.  

However, if you are in business, particularly if you are a business owner or someone that has to 
watch budgets and employee related expenses, you know how hopelessly naïve this proposal is, that 
is if the desired effect is to dramatically increase the living standards for all but a select handful of 
workers.  

Since this is a recent issue which really has me reeling, figuratively, I wrote about it for my weekly 
submission to the Montgomery Advertiser. This being a Thursday, and my not wanting to reinvent 
the proverbial wheel, let me just cut & paste what I sent the newspaper editor:  

When you are young, you are a little naive. 
 

Maria Sharapova 
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This week, the President announced new rules dramatically increasing the number of workers eligi-
ble for overtime pay. What impact will this have on workers and businesses?   

 

Under current law, employers do not have to pay overtime to salaried employees making in excess of 
$23,660 per year. The proposed new changes push that number up to $50,440. If the Administration’s 
numbers are accurate, this could impact up to 5 million US workers.  

At first blush, it would appear a lot of folks just got a lucky break. Thank you Mr. President! However, 
you have to keep in mind neither the President nor the Secretary of Labor, Thomas Perez, have much in 
the way of practical corporate experience. So, what might sound like a great idea around a table in Wash-
ington doesn’t always play out quite as neatly as envisioned.  

Here is the skinny, which can be difficult to grasp: companies will not pay you more than the marginal 
value of your output relative to other alternatives available to the company. That is a fancy way of saying 
companies pay what you are worth to the company or the cost of replacing you with someone who will 
produce the same for less.  

How does the old saying go? It isn’t personal; it’s just business.  

Political types don’t seem to understand businesses can control their costs far easier than they can their 
revenues or the market clearing price of their goods and services. After all, companies wouldn’t go out of 
business if they could simply pass along increased costs to their customers or if there was a constant de-
mand for their products at any price.  

As a result, the government can’t inflate employee related costs with a swipe of a pen and not expect there 
to be ramifications, of some sort.  

I would be willing to bet a plug nickel this proposed change in the law will turn a lot of folks making a 
$35-50K salary, and eligible for year-end bonuses, into hourly workers who are not. What’s more, their 
boss is now going to be pretty tight on their comings and goings, and, in particular, their hours worked.  

If that doesn’t produce the desired results, the next things to go will be stuff like the match on the 401K, 
or at least a reduction in it. Maybe the company paid life insurance gets the ax, let alone the ham or turkey 
around the holidays. There are any number of things companies can and will do to put a lid on runaway 
employee related costs.  

And I haven’t even touched on staff reductions and outsourcing, of which there will be plenty. That cost 
center worker who makes around $35K, and sometimes stays past 5:00, could very easily be sitting in the 
same desk this time next year. Only it will be for a temp agency who pays them a lesser hourly rate, fewer 
benefits, and gives them less potential for advancement.  
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That last phrase is the most disheartening probable outcome of this. It will become harder for a lot of those 
potential 5 million workers to prove their worth and potential because their employers will want them gone 
by 5:00.  

In the end, the cream will rise to the top, and employers will be happy to pay overtime for those that pro-
duce at a high level. Everyone else won’t see much of a difference in their overall pay including benefits, at 
the very best.  

Isn’t ironic? Don’t you think?    

Well, it is ironic if the Administration thinks this will do anything substantial for the working class. If the aim is to start 
a political fight, it might just be brilliant. Even so, either the Administration is business illiterate or it assumes the rest of 
us are. Either way, I am not sure I like it.  

As you can imagine, business groups and Republican leaders have been up in arms about how said legislation is unfair 
to small business owners and the like. There is some measure of truth to it, but not as much as their shrill cries suggest. 
Nope, and I wish someone, or either side of the aisle, would simply respond with: “We applaud the sentiment, and we 
are in complete agreement the middle class in the United States needs all the help it can get. However, this proposed leg-
islation will have a negligible impact on the desired beneficiaries, at best, and in all probability the following will oc-
cur:” Then they can cut & past the last half of my column as to some of the reasons why.  

Now, I will freely admit putting someone on a $23,660 annual salary simply to get around having to pay them overtime 
is, well, kind of yuck. Undoubtedly, there are any number of employers who have done such a thing, and I certainly 
can’t or won’t condone it. On the flipside, if that is all that employee is worth to the company; if that is the deal the em-
ployee accepted, and if that is the going rate for that level of employee in that particular location, well, gee whiz. You 
know, it is the company’s capital at stake, and not the employee’s, let alone the Federal government’s. Why should the 
Federal government mandate the employer have to pay this particular worker more that what they agreed to make?  

Then, and this is the real crux of the matter, this legislation does absolutely nothing to increase employment opportuni-
ties for anyone. As of June 2015, the Labor Force Participation Rate in the US was 62.6%. That is the lowest level since, 
get this, October 1977. This means this is a lot of slack, or untapped potential, in the US labor force, so why are we at-
tempting to enact legislation that would deter future employment gains?  

How so? Well, this attempts to get around basic economics, Econ 101 if you will. Ask yourself: “what happens to the 
demand for just about anything when the price of it goes up? Does it go up or does it go down? Further, more important-
ly, what happens to the demand for a product, which has a lot of similarly priced alternatives, if its price goes up alone? 
That’s right, most consumers will opt for the lesser price alternatives. It doesn’t matter if we are talking hamburgers or 
low to mid-level employees.  

The cost of labor potentially just went up for upwards of 5 million American workers, or so the Administration esti-
mates. Will the demand for these people be higher or lower moving forward when we realize 37.4% of working aged 
Americans aren’t currently participating in the labor force? When median “usual weekly earnings of full-time wage & 
salary workers” in the US at the end of 1Q 2015 was an annual equivalent $41,704? So, salaried people making up to 
$50,000, well above the median wage, are now eligible for overtime? It would seem there is no shortage of people wait-
ing in the queue to take the job of someone making just a little bit more than they.  

Heaven help me, I wish I wasn’t always so darn pragmatic when it comes to such stuff. But after years of analyzing eco-
nomic data, and after starting a business, I can’t help it. Further, it is a curse my mother gave me, this level of pragma-
tism. But, hey, she wouldn’t take it back even if she could. I will ask her when I see her on Saturday, and I am sure she 
will decline.  

In the end, it is okay for my teenaged daughter to be somewhat naïve about such things, but it isn’t for me at age 47. So, 
she can have whatever opinion she wants to have on certain societal issues, and I don’t have to always agree with her, 
even if we usually aren’t terribly far off. That is fine. However, I suppose I have my work cut out for her as to how the 
business world actually works, as opposed to how our politicians want. To that end, she needs a little bit more than the 
headlines at CNN.  
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