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" The Vice President

United States Senate
Washington, D, C.

Dear Mr., Vice President:.

In accordance with the terms of Senate Resolution 105 of the
lst Session of the 77th Congress, I am pleased to submit my report,

Under the provisions of the Senate Resolution, the Division
has conducted an inouiry inte the wages, hours, and other conditions and
practices of employment of Redcaps in railroad and terminal companies,
giving full epportunity, in public, to both the employees and the employers
to present evidence, information, and argument. The inquiry was conducted
through the process of hearings, independent investigations, and a statisti-
cal survey. All phases of the incuiry were carried on in accordance with
arrangements developed in conferences with representatives of employers and
employees. The railroads were represented by the Association of American
Railroads and a committee of railroad officials designated to deal with
redcap problems; the employees were represented by the United Transport
Service Employees of America and the RBrotherhood of Railway and Steam-
ship Clerks. ' ; '

The record of the investigation comprises 5,250 pages of trans-
eript of sworn testimony, given by 144 witnesses heard in Chicago, New
York, Dallas,- $t. Louis, and Washington, D. €., between July and December,
1941, It also includes a total of 321 exhibits, consisting of correspond-
ence, payroll records, dulletins, union agreements, and reports which
resulted from questionnaire and field investigations carried on by
members of the Division's staff, A copy of the transeript of the hear-
ings is being transmitted to the Senate under separate cover, The
exhibits are voluminous, and the single set of them is being held, for
convenience, at the offices of the "age and Hour Division in New York, .= -
They can be furnished to the Senate at any time.
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Following the hbiding of héarings and the making of the investi-
gations, an analysis of the complete record was prepered by the Economics

Brench of the Division. This &nalysis, entitled Redcaps in Railway Ter- =%
minals Under the Fair Lebor Standards Act, 1938 - 19641, was submitted to

the employers and. the employecs, and made aveilable to all interested f
persorns. Opportunity was given for the filing of briefs on the report, 1

the record, and the recommendations which the Administrator was obligeted
to meke under the terms of the Senate Resolution. Briefs were filed by
the railroads &nd the United Trunsport Service Employees of America.
Opportunity was offered for final oral argument before the Administrator,
but neither the employees nor the railroads requested such argument.

This report to the Senate is based upon the entire record of
the inquiry, including the report, Redcaps in Railway. Terminals Under
the Fair Labor Standards Act, 1938 - 1941 ten copies of which are sub-
mitted herew1th. B

Neture of the Evidence Disclosed By the Inquiry.

The record of the inquiry showed that about 70 percent of the
nation's 4,500 Redcaps worked for no other compensation than tips before
the Wege and Hour Law went into effect. ¥When the law, which requlred the
payment of 25 cents an hour as & minimum wage during its first year, took
effect, railroads and railway terminal compsnies generally adopted a
policy of counting the tips received by the Redcaps a&s part of their
wages. Under this arrungement, which wes known &s the "Accounting snd
Guerentee Plen," Redcaps were required to account for all tips received,
the employers egreeing to meke good any differences between the amounts
accounted for and the minimum wege rates to which the Redcaps were
entitled under the provisions-of the lew. During.the first two years
of the law's existence, the "Accoumting end Guarentee Plan" wes challenged
before the Division and in the courts by Redcaps' representatives, who
meinteined thet the tips were payments made directly by passengers to
the Redcaps and could not be counted as peart of the minimum wage required
to be paid by the Fair Labor.Standards Act. The Division, desiring to
obtain judicial opinion on the question whether tips were wages within
the meaning of the law, became a party to several employee suits. The i
United States Supreme Court in March 1942, in the cases of Pickett
versus Union Terminal Company and Williems et al versus Jacksonville
Terminal Company, €62 Sup.Ct. 659 (1942), held under the facts of those
cases that tips under the "Accounting end Guarantee Plan" were . :

"weges" within the meaning of the Act.

While the legal issue was thus settled after more than three
yvears of controversy, the Senate will be interested in the light which
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the investipgation threw uvon the nature of the "Accounting and Guarantee
Plan." The record shows clearly that the "Accounting end Guarantee
Plan" operated in many instances to deprive Redcaps of the minimum
wage rates guaranteed to them by laws In those instances in which Red=
caps wiformly earned at least the minimum wage in tips received from
passengers, there was no question that their total earnings amcunted

To the legal requirements of the Fair lLabor Standards Acte. Bubt there
were many cases in which Redeaps did not receive the equivalent of

the minimum wage rates in tips for substantial periods of time bssause
of seasonal declines in volume of passenger travel, inequitable dis=
tribution of work opportunities among the Redcaps at particular sta-
tions, genefal depression of business conditions, and other factors,
Meny Redcaps who received less than the minimum wage in tips never=
theless reported that they had received the minimum wages, either

under real or imapgined intimidation from management, or out of fear
that they would be discharged or disciplined if their tip earnings

did not at lsast meet the minimum wage levels Station officials had
generally told their Redcaps that discharges would be made if the
number of Redeaps was fowmd to be too large to yield all employees
opportunity to earn the minimum wage rate in tips; statements of this
type usually were sufficient to instill fear emong the Redcaps, whose
employment stutus and security had always been precariouse In nost
such cases records were kept of wage payments and tip reccipts, but

it is clear from the evidence in the rccord *that little reliance could
be placed upon the accuracy of these records or, indeed, upon the accur=
acy of eny tip reports made by any employees to employers under like
circumstancess

Since 1940, the "Accounting and Guarantee Plan" has gradually
been elimineted from the railroad industry, although it was still in
use at a fow stations at the time of the inquirye In 1240 and 1941
most of the railreoads and terminals abandoned the ™Accounting and 3
Guarcntee Plan®™ and substituted the 10=-cents-a=bag system or Cincinnati
Plan, which now is used by most railroad and terminal companicse Under
this arrangemenrt, Redcaps ore employed on & straight wage basis and
are requirec to collcet 10 cents from passengers for each bag carried,
and to turn the procceds of the lC=cent charge system over to their
employerse Redcaps keep all tips over and above the 1lO=cent chargee
The record shows that the new plar resulted in strained relations bctween
employers and Redeaps for & consicderable period of time, primerily because
of three factorse First, the Redcaps objected to any procedure under
which they had to turn over to the railroads any paymeunts made by the
public, on the growmd thet these payments were made as personal gratui-
ties and were not railroad propertye Second, they objected on the
eround that they were compelled, wnder the new system, to handle more
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bags than they had formerly handled so that they could earn at least
the minimum wage in bag charges, Third, the Redcaps claimed that

the plan cut their tip receipts and, in consequence, their total earn-
ings, At about the same time that the new plan was introduced, dis-
satisfaction also arose over the introduction of technological changes.
The chief technological change was the extension of the use of hand
trucks: instead of serving one passenger,- a2 Redcap would have to serve
several passengers at each train, During the year following the intro-
duction of the 10-cents-a~bag system and the cxtension of the hand
truck system, a number of disputes arose over thc details of working
arrangements, especially in the larger eastern tcrminsls., Many of
these problems have been solved through the application of the tech-
niques of collcctive bargaining and others are on their way to being
solved. In some ceses, the aches and pains of infancy still attend
the development of adequate machinery for the sctilement of disputes.

Despitc the frietions and strained relations which were
engendercd by the changes in working rclationships during the period
1938-1941, it can without qucstion be said that the carnings, hours,
and working conditions of Redcaps had substantially improved by the
cnd of this period, Aggregote hourly ecarnings = including tips and
woges = increascd from about 30 cents during the "free tipping" period
prior to thc Act to morc than 40 ccnts in the middle of 1941, This
rise was accompanied by an inercase in total weekly carnings, 2 general
reduction in the workweck from about 56 to 48 hours, and the institu-
tion of a schedule calling for onc day's rest coch week, Undcr the
Wage and Hour Lew and under the terms of an Interstate Commcrce Commis-
sion decision honded down just prior to the effcetive date of the law
(Ex Porte 72, sub, no, 1, In the Matter of Regulations Concerning
Class_of Employees and Subordinate Officials to be included within the
term "employee" under the Reilwey Labor Act, 229 I,C.C, 410), Redcaps
for the first time attained status as regular cmployces, As cmployces,
they have been cntitled to the protection of minimum iage, retirement,
and uncmployment compensation legislation, as well @s to the protection
of ceclleetive bargaining, During the period of the Aet's existence,
approximately 85 pcrcent of the Redecaps have been organized into unions
vhich have won for them improvements in wages, decrecses in hours, the
proteetion of seniority, and other improvements in working conditions,

Despite o gencral decline in hours of work, Redeaps have con-
tinued to work an average of 48 hours a weck, without rceciving extre
compensation for hours above 40, (Redcaps, like other railroad
cmployees, are exempt from the provisions cof Scetion 7 of the Act,)
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‘Léﬁd‘hours of work, rartlcularly those resulting from split shifts,
were found to be one of the worst featurea of employment in the oce
éuPation. :

Employment of Redcaps: decreased by approximately 5 percent
over the 1938-1941 period, when passenger traffic was increasing and
- should ordinarily have occnsioned a rise in volume of employment, The
decline was undoubtedly a reflection of the railraods?! decisions to
reorganize their redgap forces so that an adequate amount of work could
be distributed among all- emplovegs who remained in the service, Prior
to the Act, working time, msarnivgs, and employment opportunities had
been supervised loosely; the-railroads .gencrally maintained such large
groups of workers at their stations that it was impossible in many .
instences for all Redcaps to earn in tips the minimum wege rates of
the Fair Labor Standards Act, Since the effcetive date of the Act,
reilraod officials have been carcful to organize their forces ‘with a
view to the avoidance of 1ncreaood 1ubor costa,

Decrecages in onploymcnt were gromtcut at the larger stations
in the Eagt, South and Midwest, where Redeaps had beon pai& no wages
prior to October 24, 1938, Railroad and terminal companies generally
cut employment slightly, rationnlized and supervised operations, or

" introduced technological changes when they had to assume the burden
of paying wages to their Redeaps, But there was no consistent practice
in this respﬁct° some roilroads kept emplovmcnt at the pre=Act lovels
and paid the minimum wage obligabions required by the Law to all eme
ployees, In the far Wost, where Rcdcaps hod for many yearssreceived
salaries in addition to tips, and where the use of hand truck systems -
and "mass production® deviccs for handling passerger traffi¢ had long
prevailed, employment increased during the 1938=1941 period,

One of the gricvanccs which was aired during the course of
the investigation was the allegation that the railroad companies were
moking a great deal of money from the 10-cent charges levied under
the Cincimnati plan or lO=centsea=bag system, You may recall that -
General Fleming, former Administrator of the Vage and Hour Division,
in his yeport on Scnote Resolution 325 (76%h Cong,, predeccssor of
Senate Resolution 105), submitted to Scnator Thomas of Utah, Chairmon
af the Senate Committee on Education and Lebor, on November 30, 1940,
pointed out that preliminary investigations had chowed certain come
panies to be profiting from the system,  Our inquiry has disclosed
that such profits werc made only during the early months of the’
systemds operation, As the system dontlnued in existence over g .
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Period of tire and was accompanied by increases in hourly wage rates
paid to employees -~ increases occasioned by the operation-of the Act
and by collective bargaining —- the ra¢lroads generally ceased to

make any money on the operations of the system, and on the contrary,
had to make net expe nd*tur@s, over and above rasvenue received, for pay-
' .ing Redcaps' wages, -Thé railroads and terminals generally havp had
to.spend more money for Redcap service since the Wage and Hour Law
‘became effective than they did prior to the Act —— more in the aggregate
- and more for each Redcap, on the average. It should be borne in mind,
*- however, that by the use of the "Accounting and Guarantee Plan" and
the lO—cpnt—a-bag system the railrcad and terminal companies were able
‘to avoid additional annual Redeap payrodl, over and above that which
they paid, of arnroximately $2,000,000, which would have been required
had Redcaps been paid wages and been permitted to keep all passenger
payments without accounting for or turning them back to the companies,

Tha 1nqu1ry also was conccrned with the effect of the 10~
ceqt—a—t:p system upon the nublic, Soon after its inauguration, the
plan was challenged b: the Redcaps in a proceedlng before the Interstate
Commerce Commission on the ground that a 10-cent charge to passengers
was contrary to thc rugulations of the Commission: - the Redeaps held
that the service was a free service covered by the regular transporta-
tion charge. The Commission, in the case of lda M, Stopher versus
Cincinnati Union Terminal Co. Inc., 246 I.C.C: 41, rejected this conten-—
tion but ordercd the filing of tariffs resnceting the new charge,

Under this decision, of course, the public has had to pay the 10-cent
-.charge levied by the railroad and terminal companies, .The plan was the
object of  sonsiderable public criticism during the first year of its
existence, espeeially at certain terminals where the use of the bag
system was an andoysnce during rush hours. Several of the reilroads
modificd the system to eliminate the tagging feature and the public

has for the rost part grown used to the charge plan; complaints have
become fewer. Some passengers, of course, have adjusted to the new 1
system by carrving their own bags or by al¢ov1ng the Redeaps to carry
only the heavisr of their bagss  On the whole, in view of the adjust-
ments whﬁch pessengers have made to the new system, it is impossible
to stute that the system is costing the pubiic any . more than the tip-
ping svstom cost them. Many passengers have, -of course, had to adapt
thxmselves bo less personalized scrvice than that which they used to
raceive prior to the cffcctive date of the Act:-some have resented-
bsing fitted into a mass—production scheme of service,  In the.far West,
however, whcre the practice of having Redeaps handle several passengers
at once has been of long stending, so-called "mass: production® handling
secms to have gained general accentance,
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The situation in the far West deserves special mention.
With few exceptions, Redceps in this area hed received the Fair Labor
Standards Act minimum prior to October 24, 1938, and in addition had
kept all tips which passengers gave. Neither the "Accounting and
Guarantee Plan" nor the lO-cents-a-bag system was used in the 1938- -
1941 period. Relations between Redcaps and managements in that area
have been much more amicable than have relations in the East; in fact,
it may well be said that the "Redcap problem" was one which centered
about the large eastern and midwestern and the southern stations.
In the far West, unlike the rest of the country, Redcap employment
has increased since 1938, and average hourly earnings have remained
relatively higher than those of the rest of the country.

Recommendations

Upon the basis of the record of the irquiry I am prepared
to submit to the Scnate a report on the three questions to which spe-
cific answer was requested:

(1) The extent to which such condition and practices
violate the letter or the spirit of the Fair Labor
Standards Act of 1938 or other Federel statutes,
if at all;

(2) The extent to which such conditions and practices
are susceptible to regulation under the Fair Labor
Standards Act in its prescnt form; and

(3) What legislation, if any, should be enscted for
the purpose of further regulating wages, heurs,
and other conditions and practices of employment
of Redcaps under the Fair Labor Standards Act of
1938. ' '

: (1) With respect to the first, it is now clear that neither
the "Accounting and Guarantee Plan" nor the 1l0-cent-a-basg system viclates
the letter of the Fair Labor Standsrds Act of 1938. The legality of
the "Accounting and Guarantee Plan" was established by the decision of
the Supreme Court in the Pickett and Williams ceses; the legality of
the 10-cent-a-bag plan, insofer as it involves the Fair Labor Standards
Act, has never been questioned by the Division. I do believe, however,
that the "Agcounting and Guarantee Plan" unquestionably violates the
spirit of the Act. Its operation has deprived many Redcaps of the
benefits provided by the Fair Labor Standards Act because it
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invariably induces the lkeeping of improper records and defies adequate
control througi administrative powers granted under the lawe No
specific atiempt was made during the course of the ‘nvostﬁgaulon to
determine whether the “Accountlnﬁ and Guarentee Plan" or the 10~-cenb=a=
bag plan violated the letter or spirit of iederal statutes other than
the Feir Labor Stenderds Acts :

(2) With respect to the second question, I ecan report
that, -insofar.eas the paymeut of minirum wages is concerned, the
10=cent-a=day bag plan is easily usccnt;blu to regulation under
the Fair Labor Standards Act in its presont forme Ilte "Accounting
and Guarentec Plan" however, is not so easily suscaptible to rasgula=-
tion; in fact, as has already becn indicated, its opcration tends to
deprive many employecs of the minimum wego guarantces provided by -
the lawe Othor feabures of the two plans than those which rolate to
the minimun wage arc, of coursc, morc appropriatc for. regulation
under other types of federal statutese

() With respoct te tho third question, I should like to
rocommend the following proposal for furthor logislations: that the
Faeir Labor Standards Act of 15938 bo amonded to prohibit the applica=
tion of tip roceipts toward tho payment of the minimum wagee This
amondmont would eliminate the usc of tip accounting plans in the
railroad and bus industries, whorce they still provail, would provent
the rc=cstablishment of such a systom oy reilroad companics which
discardod it in 1940 and 1941, and would preovent its institution in
other tipping trades covercd by the Acte

. In.addition to tho forogoing, I would likec to give furthor
thought to tho possibility of applying the hours limitation provisions
of scction 7 of tho Act to Rcdcapse Tho invostigation indicated tha
Redecap cmployment is of a typo which is no different from other omploy=
ment coverced by the overtime provisions of the lew, that it could pro=-
babl;” be regulated within tho framowork of the overtime provisions,
and Lhut.Ruccaps would corive substantial bonefits from beoing covorcde
Any propesal to include Redeaps within the overtimc provisions, hows-
over, would incvitably raisc tho qucstion of the coveragoe of other
railroad cmployces, which may involve sorious dif flcultl pcecousc .of
tho long history of ro*ulmtlon under collectivo bargaining along

ntlxolv diffcront linos than thosc provided by the Fair Labor otand-

erds Acte It may be that further investigation will show that reguloae=
tion of hours of work of Rodecps cannot bc considere eparatoly from

that of othcr cmployccs .of railwoey cnd torminal cowmpanicse :

o
(&)
.
-
-

Vory tru T yours,

Le lotcalfo Wallix QQ.Q«’\‘S
Administrator
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