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WALLING WOULD FROHIBIT COUNTING TIFS AS WAGES
Wape=-Hour Administrator Proposes Amendment to Fair Labor Staudards Ach

An amendment to the Fair Labor Standards Act which wonld assure all covercd
employes of ninimum wages irrespective of tips, was proposed in a repori sent
to the United States Senate by L. Metcalfe Walling, administrator of the Wape-
Hour and Public Contracts Divisions of the Us S. Department of Labor.

The change was “roposcd specifically for the benefit ¢f railroad redcaps=-
but Mr. Walling pointed out that its effect aoulﬂ be to prevent cther indusirics
covered by the Act from adopting "tip accounting" systems, which saddle the weges
of service employes directly onto the publﬂo.
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The administrator's sugrestion was in response to a Senabte resolution
duced by Senator Elbert De Thomas of Utahe The Senate had asked for a survey o:

wage, hour and working conditions for redeaps in railroad and terminal ccupanlie
in relation to the Fair Labor Standards Act and other federal statutes.
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The record of the Division's inguirve-comprising over 5,000 pazes of testi-
mony--showed that about 70 per cent of the nationt's 4,500 redcapr rocelved only
tips as wages before the Waqc and lour Law went into efrect. Whan the law became
effective, requiring a minimun ware of 256 cents an hour during its [irst year and
30 cents an hour thereafter, raiiroads and railway thrtiruisvrsnerally adopted a

" . '

policy of counting tips reccivedé by redeaps as part of their wagess Kiown as the
"Accounting and Guarantee Plan," this method of payment provided t&at any difffer-
ence between the tips receoived by a redecap and the minimum wage duc him for the
hours worked would be paid by the companye In March, 1942, S« Supreme
Court upheld this system by ruling that tips received were within the
meaning of the Acte

"The record shows clearly that the 'Accounting und Guarantec FPlan! opcrated
in many instences to deprive redecaps of the minimum wepc rates guarantodT oo tiem
by the Tav, ™ TRIIINT SETC 1 the report. Tany Fedoaps ¥ho Feerived T68s fhan
tm;m in Uips ncvemoft d that thoy had rceeived the minimum

wage, either under recal or imagined intimidation from managenent, or out of foar
that they would be discharged or disciplined if their tip carnings did nct meeb
at least the minimum wage level."

In 1940 this plan was replaced in most companios by the 10-conts-a-bag system,
under which redcaps were employed on a straight wagoe basis)end reguired to collect
10 cents a bag {rom pussengers, which they turncd over to thoir omplovers. " This
system created friction between redoops and employers, bthe repors indicabed,
because the redcaps objected to turning cver menecy wnlch scemed to thas to bc in-
the nature of personal gratuities, and further because they thought the systom
reduced the tips or payments in cxecess of 10 cents which they receivede

Menz of the¢ problems arising cut of this system have heen solved by collec-

tive barguining, the report saide Yre Walling noted that the Wage and Hour Divi-
sion had nover quoctlon d the leiul*fJ of the lO0-cents=a=bapg plan. - The proposed

emendient, he indicated, was-aimed primarily et complete elimination of the ™tips
cecounting plan.”
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NALLING FROPOSES AMENDIENT TO FAIR LABOR STANDARDS ACT

Would Frohibit Redeap Tips
Counting as Wages

An smendment to the Fair Labor Standards Act to prevent redcaps!' tips being
counted as part of the 30-cents-an-lhour mininum wage guaranteed them undér the Act,
was proposed in a report sent to the Ues Se. Senate by L. lletcalfec Walling, adminis=-
trator of the Wage-Hour and Public Contracts Divisions of the Us. S. Depariment of
Labor.

The proposal was advanced in a report to the Senate on a survey of wages,
hours and working conditions for redcaps in railroad and terminal companics. The
survey was ordered by the Secnate in a resclution introduced by Senator Elbert D.
Thomas of Utah.

“Importonce of Mr. Walling's suggestion was seen in theo fact that the amend-
ment, as proposed, would prevent other industries covered by the Act from adopting

the "tips accounting plan" which thc railroads originateds

The record of the Division's inqui“V--cmnprising over 5,000 pages of testi-
mony=--showed that about 70 per cent of the nation's 4,500 rcdeaps received only
tips as wagces before the Wage and Hour Law went into c;?ccu. When the law becamc
cffecective, requiring a minimun wage of 25 cents an hour during its first year and
30 cents an hour thereafter, railrcads and railway terminals gcner“llv adopted a
policy of counting tips reccived by redcaps as part of their wages. Xnown as the
"Accounting und Guarantec Plan," this method of payment provided that any differ=
cnec between the tips received by & redcap and the minimum wage due him for the
hours worked would be paid by the companyes In March, 1942, the U. S. Supreme
Court upheld this system by ruling that tips ruceivcc were "wages" within the
meaning of the Act.

"The record shows clearly thut the 'Accounting and Guarantec Plan'operatcd
in many instances to deprive redeups of the minimum wage rates guarantecd to them
by the law," Mre. Walling said in the report. "Many redcaps who reeecived less
than the minimum wage in tips nevertheless reported that they had rcecived the
minimum wage, either under rcal or imagined intimidation from management, or out
of fear that they would be discharged or disciplined if their tip earnings did
not mect at least the minimum wage levels"

C’l

-

In 1940 this plan waos replaced in most companies by the lO-cents-a-bag
system, under which rcdecaps were enployed on o straight wage basis and required
to collect 10 cents a bag from passengers, which they turned over to their
cmployerse This system crcated friction botween redeaps and employers, the
report indicated, because the redeaps objeeted to turning over money which secmed
to them to be in the naturc of personal gratuitics, and further bocause they
thought the systom reduced the tips or payments in exccss of 10 cents which they
reccivedes

Many of the problems arising out of this system have becn solved by collce-
tive bargaining, the roport saide Mre Walling notod that the Wage and Hour Divi-
sion had nover questioned the legality of the lO-conts-a-baz plan. The proposed
amendment, he indicated, was aimed primarily at complete elimination of the "tips
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