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Vi' 'V ¥fage-Eour Adniinis t rator Proposes Aro-endTnetit to Fa i r Labor Staiidards /lot 

An amendme.ut to the Fa i r Labor Standards Aot v/hioh wo'ild assure a l l cov. red 
employes of .m.inimum wages i r r e s p e c t i v e of t i p s , was proposed in a r e p o r t sen t 
to t h e United S ta t e s Senate by L. Metcalfe Wal l ing , adrrdnis t ra tor of t h e Vja.f.e-
Hour and Public Contracts Divis ions of t h e U, S. Department of Labor. 

The chang'o v/as proposed s p e c i f i c a l l y for t h e b e n e f i t cf r a i l r o a d redcaps— 
but Mr. Wall ing pointed out t ha t i t s ef.i'ect -/rauld be to prevent c-'r-her i ndus t r i co 
covered by the Act from adopting " t i p account ing" sysbems, v/hich saddle tho wa,ges 
of s e rv i ce employes d i r e c t l y onto 'the p u b l i c . 

The a d m i n i s t r a t o r ' s sugges t ion was in response to a Senate rer^olution i-..-oro-
duced by Senator E lbe r t D, Tl'iom.as of Utah. The Senate had asked for a survey of 
v.'age, hour and v/orking cp,'.iuition3 for redc-aps in r a i l rDad and termiyial coi.ipauiet, 
in r e l a t i o n to the Fa i r Labor St;indards Act and oth.er f e d e r a l s-ca-fcutes. 

The record of the D iv i s ion ' s inquiry—coiapriE ing 'over 5,000 pages of t e s t i -
mony~shov/ed t h a t about 70 per cent of the n a t i o n ' s 4,500 redcap.-? r ece ived only 
t i p s as v/ages before t ho Ware and Hour La-;v v/ent in to e f i ' e c t . When the lav/ becojao 
e f f e c t i v e , r e q u i r i n g a minmum ware of 25 ce.nts an hour dur in.;,': i t s x i r ^ t year and 
30 cents an hour t h e r e a f t e r , r a i l r o a d s and railv.-ay tona5.nals gene ra l ly adopted a 
p o l i c y of count ing t i p s received '•OY redcaps as p a r t ef t l i e i r -v/ages» Kr̂ own as t 'lu 
"Accounting and Guarantee P I P J I , " t h i s method of payicnb provided t l i a t any d i f f e r 
ence betiveen the t i p s received by a redcap and t h e iiiniiivim 'v/ago due him fo r the 
ho.-ars v/orked v/ould be paid by tho companj.-. In March, 1942, th.e u'. S. Supreme 
Court upheld t h i s system by r u l i n g t h a t t i p s reccrivee v/ero "wages'' iv i thin tlie 
meaning o.f t h e Act . - -, - , ' ^ ,•• - ,-,.• 

"Ths record shows c l e a r l y t h a t the 'Accounting ...nd Guarantee P l a n ' operated 
inmany ins tances to deprive redcaps of t l ie minimum v»a,g,G r a t e s guaran-booc T,-̂  tlTem 
by~the~Taw7*~na^ 
t h e mmlwiiim v/agc "in"f.l|)8 TlUVt!J"!!heiess r e p o r t e d t h a t thoy liad rece ived tho rainini.um 
v/age, e i t l i e r under r e a l or imagined i n t i m i d a t i o n from Juanagoment, or o-at ox' f ea r 
-that they v/ould be discharged or d i s c i p l i n e d i f t h o i r t i p earnings did not meet 
a t l e a s t t he miniaun v/ase l e v e l . " •-h^ 

In 1940 this plan -was replaced in most companies' by the 10-oa'nts-a--bag system., 
under which redcaps v/ore employed on a straight wago basisV-i'-̂ i- ro^uire'd to collect 
10 cents a bag from passengers, which they turned over to thoir omployers. 'Th.is 
system created friction betv/oen redcaps and employer?;, the report indicated, 
because -the redcaps objocted to turning ever mxncy v/hicli seemed "bo tlici;i to bo in 
the naturo of personal grabuities, and f\;rtlicr becauoc tlicy thought the system 
reduced tho tips or payments in excess of 10 cent;i which the;,'- reoeiv-ed. 

Man.-'- of thy problems arising cut oP this system hav-e been solved by collec
tive bargaining, the report said. Hr. Walling noted tlnat the Wage and Hour Divi
sion had never GUo;;̂ tionod bhe legality of the lO-eents-a-bar plan. The proposed 
amondinent, ho indica-bed, wa.-̂ -aimed prinarily at complete eli'mination of tho "tips 
acoounting plan." 



F o r R e l e a s e Monday R - l 9 0 7 
iJ\I(iwenber 9 , 1942 

U. S . DEPARiliENT OF L ÎBOR 
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'•'W '....• WALLING PROPOSES AMENKiENT TO FAIR LABOR STANDARDS ACT / - I ' i 

••/•••••::'-i Would P r o h i b i t Redcap Tips ,- /V-- ;•• •; ,•.•', , ' - ^ ' '• "' 
'- Counting as Wages • •,-'.- '..i^---' .. - V. 

An amendment to the Pa i r Labor St.'indards Act to prevent r e d c a p s ' t i p s being 
counted as pa r t of tlie oO-cents-an-hour minimimi vv̂ age guaranteed them under the Act, 
was proposed in a r e p o r t sent t o t h e U. S. Senate by L. l l e t ca l f c Wal l ing , admin is 
t r a t o r of the Wage-Hour and Public Contracts Divis ions of tho U. S. Dopar'tmont of 
Labor. 

The proposal was advanced in a r e p o r t to the Senate on a survey of wages, 
hours and v/orking condi t ions for redcaps in r a i l r o a d and t e rmina l com.panics. The 
survey was ordered by t h e Senate in a r e s o l u t i o n int roduced by Senator Elber-b D. 
Thomas of Utah. 

. • • , ^ \ ; • . • • • ^' • - • ' • . ' : , ? • • , . - - • - . 
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• Import:-nco of Mr. Walling's suggestion was seen in tho faot that tho amend
ment, as proposed, v/ould prevent other industrios covered by tho Act from adopting 
the "tips accounting plan" which the railroads originated. 

The record of tJie Division's inquiry—comprising over 5,000 pages of testi
mony—shov-red that about 70 per cent of the nation's 4,500 redcaps received only 
tips as v/agcs before the 17agc and Hour Law v/ent into effect. Wlnon "bhe law became 
effective, requiring a ininimui'a v/age of 25 cents an hour during its first year .and 
30 cents an hour thereafter, railroads and railv/ay terminals generally adopted a 
policy of counting tips received by redcaps as part of their v/ages. Knoirxi as tho 
"Accounting and Guarantee Plan," -bhis method of pajrmont provided that any differ
ence betv/een the tips roceivod by a redcap and the minimum v/agc due him for -iiie 
hours worked would bo paid by tlic company. In March, 1942, the U. S. Supreme 
Court uphold this system bjr ruling that tips received v/cre "v/ages" -f/ithin the 
meaning of the Act. 

"The record shov/s clearly that the 'Accounting and Guarantee Plan'operated 
in many instances to dcprj-ve redcaps of the minimum v/ago rates guaranteed to then 
by the law," Mr. Yifallirig said in 'the r-.port. "Many redcaps v/ho received loss 
than tho minimum v/age in tips nevertheless reported that "bhoy lir-d received tho 
m-inim.um wage, either under real or imagined intimidation from management, or out 
of fear tl'iat tho-y "v/ould be discharged or disciplined if -bheir tip earnings did 
not meet at least 'bhe minimuni i/age level." 

.. -•• : p V.,s-

In 1940 this plan was replaced in m.ost companies by the 10-cents-a-bag 
system, undor v/hich redcaps v/erc employed'on a straight wage basis and required 
to collect 10 conts a bag from, passengers, v/hich they turned over to their 
employers. This'system created friction botr..-een redcaps and employers, the 
report indicated, because the redcaps objected to turning over money which seemed 
to thorn to bo in the nature of personal gratuities, and furthor because they 
thought the system reduced the tips or paj/mcnts i:-i excess of 10 certs v/hich they 
roce ivod . . . . . . 
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Many of tho problem.s a r i s i n g out of t h i s system have been solved by c o l l e c 
t i v e ba rga in ing , the r e p o r t s t d d . Mr. Wall ing notod t h a t the V/agc and Hour D.ivi
s ion had never quest ioned t h e lega l i ty / of tho lO-conts -a -bag plo.ii. The proposed 
amendmiont, he i n d i c a t e d , v.ras auTicd p r i m a r i l y a t complete e l i m i n a t i o n of tho " t i p s 
account ing p lan , " --pp'zpy'i/i: / • n / t < • n ^ 
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