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U ,S . DEPAETMEIIT OF LABOR 
• : ; . ' • ' ; . , , , . WAGE AND HOUR DIVISION 

•Ay--yii-r.:..-y Washington 

SUIT FILED TO COMPEL RAILROAD TERMIl^^ TO PAY "RED CAPS" MINIMUM WAGE 

A s u i t to compel the C inc inna t i Union Terminal to pay i t s 96 red caps , or 

hand-baggage p o r t e r s , a minimum wage of 30 cen t s per hour , a s provided under the 

F a i r Labor Standards Act , was f i l e d today i n the U. S. D i s t r i c t Court for the 

Southern D i s t r i c t of Ohio ( C i n c i n n a t i ) . . * 

The c o n p l a i n t , f i l e d by Joseph Rauh and John E, S k i l l i n g in behalf of the Wage 

and Hour Div i s ion of the U. S. Department of Labor, Washington, a l l e g e s t h a t the 

te rmina l corjpany ha.s conipelled the red caps to mainta in r eco rds of t i p s r ece ived 

and a r b i t r a r i l y i n s t r u c t e d them to l i s t not l e s s than the l e g a l minimum p r i o r to 

Oct , 24. Those who f a i l e d to r e p o r t as much a s the l e g a l minimum, i t i s a l l e f o d , i 

rere t h r ea t ened with d i smi s sa l by agents of the te rmina l conpany. ; 

The Cinc inna t i Union Terminal i s reputed to be owned j o i n t l y by the Bal t imore 

and Ohio, Pennsylvania , Chesapeake and Ohio, Norfolk and Western, Southern, 
•y'.-\ 

Louisville nnd Nashville, pjid the Cincinnati, New Orleans and Texas Railroads. 

"During the worlweeks beginning October 24, 1938, nnd continuing to the date 

hereof," the complaint alleges, "the defendpnt at the said terminal, with intent ' 

to evade the provisions of the Act, has ecrployed and is employing said enployees 

in interstate commerce under purported contracts by which the defendant pretends 

to agree to pay wages to such employees as required by the Act. Under the so-

called contract the defendant pretands to require the enployee to report daily to 

the defendant the amounts actvuilly received by him as tips or other remuneration. 

"In fact, however, the defendant has not mn.de any real attempt to discharge 

its piu-ported guarantee of the minimum wage, but instend informed each of the said 

employees that defendant would not pay him money on account of said gusrantee, nnd 

the defendant has intimindated said enployees with tlureats of discharge nnd has 
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knov/ingly caused then to fa lse ly report the receipt of t i p s or other renunerr.tion 

in suns equn.1 to'*' or greater than, the mininun wp.ges prescribed by the Act, vrhen, 

in fac t , snid enployee received t i p s in amounts l e s s than the minimum wages 

prescribed by the Act." 

The complaint further a l leges thr.t tho terminal cocipnny has violated regu­

la t ions concerning the keeping of records of employees promulgated by the Wnge and 

Hour Division on October 24, 1938 and amended on October 13, 1939, and thp..t i t 

has "fa i led to make conplete rjid precise records of the wages and other conditions 

and prac t ices of employnent of nany of said enployees as required in the 

regula t ions ." 

"In records which enployees have been required to keep since October 24, 

1938," according to the conplaint, "snid enployees have been or are being coerced 

to mpJce fa lse en t r ies of t i p s received by then fron the public and the defendant 

knows thnt npjiy of such ent r ies are false in material respec ts . " 

According to the complaint, the terniiial conpany, p r io r to October 24, 1938, 

when the Fair Labor StaMards Act becane effect ive , sent to erch of the 95 red 

caps enployed in the terminal two copies of the contract , one of which the 

enployees v/ere instructed to sign and return to the co:.pany. 

This contract provided; ' 

1. That each of the red caps must report to the conprmy n i l t i p s 
roceived dai ly fron the travel ing publ ic . 

2. The conppin.y gup.ranteed that each enployee would receive the nininun 
wnge provided by the Wage-Hour law, including t i p s . 

3. That each employee was authorized to re ta in a l l t i p s received 
except deductions nade for the Rpllroad Retirenent tax. ' 

Tlie suit f i l ed todny vras an outgrowth of an invest igat ion conducted several 

months ngo. Subsequently P. hearing was held in Washington ( l a s t June 27 /md 28) 

before Gustav Peck, Assistant Chief of the Hearings and Exenptions Section of the 
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Wage and Hour Division, U. S. Department of Labor, to determine whether or not 

addi t ional regulations should be issued concerning records to be kept of the wnges 

paid red caps or hnnd-br.ggnge po r t e r s . During the tv;o dnys of the herr ing numerous 

witnesses appeared representing both the enployees and the ra i l roads , -̂  

In h i s findings Mr. Peclt declared that "the Association of Anerican Railroads, 

which i5)penrcd on behalf of substant ia l ly a l l the enployers of red caps in the 

United iSStates, opposed any changes in the exis t ing regulat ions; contended that 

anendments proposed were attempts under the guise of a records regulat ion, to 

deternine a na t t e r of substance which only the courts can decide; nnnely, whether 

or not "the present arrangement, by which red cnps record the t ips and g r a t u i t i e s 

received and the Railrond Terminal Conpanies agree to gunrrntee that each pjid 

every red cap wi l l receive at l ens t the nininun wage, i s in conformity v/ith the 

provisions of the Act," 

"When tho Fair Labor Standards Act v*rs enacted," Mr, Peck's findings declared, 

' the c a r r i e r s , according to the i r testimony, gave serious consideration to the 

problens raised hy the Act to dotemine 'whether they could devise nny wny to 

avoid havirg snddled upon then nn ndditionnl cost of operation of upwards of 

$2,000,000 n y e a r J , " 

Testimony offered at tho honring shows convincingly that the "records kept by 

the cnrr ie rs n.B t i p s reported as received by the red caps do not accurately 

represent the t i p s received by these non. Numerous red caps test if ied, that they 

padded the i r repor ts when thoy nade l o s s thnn 25 cents an hour in t i p s . The reason 

for th i s fnlse reporting of t i p s was said to be the fear of d isc ip l ine or discharge 

by the ca r r i e r s for fa i l ing to report the nininun. I t nppenrs to have becone 

well-nigh the universnl prr.ctico to report $2 (the nininun wage pr ior to Oct. 34) 

'jach nnd eveiy day, even in cases where the nen have always received considerably 

nore than $2 in the pas t . " 
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In h i s findings and reconnendntions, Mr. Peck declared that "thero i s grave 

legal doubt ns to the va l id i ty under the Fair Labor Standards Act of the accounting 

and guarantee arraiigenent which the ca r r i e r s have used.V He reconncnded that the 

Wage nnd Hour Division tnke innediato steps throtigh court action to deter.rdne the 

v a l i d i t y of the contract in force in the Cincinnati Terminal, the terns of which 

i t i s alleged are in general p rac t ice in ra i l road t e m i n n l s throughout the country. 

He also reconnendod that enployers be required to keep records shtjwing separately 

fron other amounts paid as wages, the anoujit of t ips which are claimed by the 

enployer to be wages paid. 

These reconnendations were incorporated in smendnents to regulations v/hicih 

becane effect ive October 13. In the conplaint f i led today the defendant terminal 

conpany i s charged with fa i l ing to pay the nininun wage; f a i lu re to keep adequate 

records; rjid f a l s i f i ca t ion of records, . 

The sui t asks tho court to enjoin and r e s t r a i n the t e ra ina l conpany fron 

continuance of these unlawful p r ac t i c e s . 
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