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BASIC DAILYWAGE RATES
For
LOCOMOTIVE ENGINEERS, FIREMEN, HELPERS, HOSTLERS AND HOSTLERS' HELPERS

on
RAILROADS IN THE UNITED STATES
EFFECTIVE, OCTOBER 1, 1937.

PASSENGER SERVICE

Classification EASTERN RAILROADS I WESTERN RAILROADS | SOUTHEASTERN RAILROADS
la:nn:ilivul | } / || | FIREMAN |
(Welght on Drivers) Electric [ " Electric Electric
| Engincer | Fireman Helper Englneer | Coal Lall] Helper Engineer  Fireman Helper
Less than 80,000 lbs..........._ fi$'?+ﬂﬁ §5.34 $5.54 | $7.00 | $0.30 $5.80 $5.830 | $7.00 $60.35 | w5.36
80,000 to 100,000 lbs....... .| 7.06 6.43 | 5.34 | 7.00 5.38 5.30 5.30 700! b.43 | b5.35
100,000 to 140,000 1bs........... 7.15 5.51 5.34 7.09 | b.48 5.30 6.30 7.09 5.51 b.35
140,000 to 170,000 lbs......._| 7.23 5.69 5.34 T.17 5.62  H.48 5.30 T.17 5.67 | 5.35
170,000 to 200,000 Ibs.........} 7.82 B.77 5.34 .26 6.70 b.64 5.30 7.26 b.76 5.35
200,000 to 250,000 lbs....... . 7.41 H.86 5.51 7.34 | 5.78 b.G2 5.46 7.34 | b5.83| b.51
250,000 to 300,000 lba........_.q T7.49 8.86  b.51 | T.43 | 578 5.62 | 5.46 7.43 | 5.83 | 5.61
200,000 to 350,000 Ibs..........]| 7.58 5.94 8.61 T.61 5.86 a.70 | b.48 7.51 5.91 ' B.61
350,000 to 400,000 Ibs.. ... 7.66 6.03 b.51 || 7.60 5.94 b.78 b.46 7.60 5.99 5.51
400,000 to 450,000 lbs.. v 7.75 6.12 5.69 | 7.68 6.02  5.86 0.62 T.68 | 6.07 5.67
450,000 to 500,000 lbs........ 7.84 | .20 5.69 797 6.10 5.94  5.62 .77 6.15 5.67
500,000 lbs., and over.... .. 192 6.29 b.69 || 7.85 6.18 6.02 5.62 T.85 6.23 | b5.67
Mallets regardless of weight.| 8.14  6.63 ... | 807 | 650 630 . 8.07 | 6.55| . ..
Minimum earnings from | ’
mileage, overtime, or other .
rules applicable for each | I | I
day service is performed...| 7.97  6.08  6.08 7.90 | 5.99 5.99 5.99 7.90 6.04 6.04

FREIGHT SERVICE

Through and Irregular Freight, Pusher, Helper, Mine Run or Roustabout, Eelt Line or Transfer, Wreck, Work, Con-
struction, Snowplow, Circus Trains, Trains Established for the Exclusive Purpose of Handling Milk and all Other
Unelassified Service.

Classification | EASTERN RAILROADS WESTERN RAILROADS SOUTHEASTERN RAILROADS
ol

Locomotives I o M_

AIREERL o8 D) | Engineer | Fireman Elilt:i:pl:Jrr Engrm.--.-r| Coal | il Ell:?;:{f Engineer  Firemnn f—ll:f;gc
Less than 80,000 lbs....__..._ I$’T.T’B PH.82  [F5.82 $7.72 | $0.79 | B5.79 | 35.79 B7.72 §5.84 | 35.84
0,000 to 100,000 lbs......_.._.| 7.88 5.90 5.82 T7.81 5.87 5.79 5.79 7.81 h.92 5.84
100,000 to 140,000 Ibs... .. 7.97 6.07 D.B2 7.90 6.03 5.87 5.79 7.90 6.08 5.84
140,000 to 170,000 Ibs.......... 8.22 6.25 b.B2 B.15 6.19 6.03 5.79 8.15 6.24 5.84
170,000 to 200,000 lbs..........| 8.40 6.42 5H.82 8.32 6.35 6.19 5.7H B.22 6.40 5.84
200,000 to 250,000 lbxp 8.57 6.59 5.99 8.49 6.52 6.25% b5.95 8.49 6.56 | 6.00
250,000 to 300,000 lbs..........} 8.72 | 6.76 5.99 8.64 6.67 6.67 5.95 8.64 6.72 6.00
300,000 to 350,000 Ibs. . .. f 8.87 | 7.03 | 599 879 | 6.92 | 692 | 595 879 89| 6.00
350,000 Ibs, and over........_.| 9.08 | 7.11 5.99 9.00 | 6.99 6.99 | 5.95 9.00 7.04 6.00
Mallets, lessthan275,0001bs. | 9.62 7.11 — 9.54 6.99 BAY | waa 9.54 T.04 R
Mallets, 275,0001bs.andover || 9.86 | 744 | . 977 | 730 | 7.30| . 9.77  17.35

*0il Differential Not to Apply on Locomotives welghing over 215,000 lbs. on Drivers.
For Local or Way Freipht Service, 52 cents per 100 miles or less for engineers and 40 cents per 100 miles or leas for
firemen shall be added to the through freight rates, according to elass of engine.

YARD SERVICE

Clanaification EASTERN RAILROADS WESTERN RAILROADS | SOUTHEASTERN RAILROADS
l..ucnrz!:rlivu Electric : Eleetric I | Electric
{Weight on Drivers) Enginesr Fireman Helper Englneer Fireman | Halper | Enginesr  Fireman Helper
Less than 140,000 Ibs.......... . 87.66 $6.12 $6.12 | $7.60 $6.07 $6.07[ $7.60 $6.07 | $6.07
140,000 to 200,000 lbs.. ... . 7.84 6.25 6.12 7.7 6.19 6.07 797 6.19 6.07
200,000 to 300,000 Ibs...__..... R.01 6.37 6.12 7.94 6.31 . B.07 il 7.94| 6.31 6.07
300,000 Ibs. and over.......__. 8.18 6.55  6.29 8.11 6.47 6.23 B.11! 6.47 6.23
Mallets,lessthan275,0001bs.  8.83 ' 7.32 8.75 T7.19 SR | B.76 7.9 . ..
Mailﬁls,2?5.ﬁ{}ﬂl_bﬂ.andm'cr 9.08 7.58 P 9.00 7.43 ERE 9.00 743 ) .
HOSTLING SERVICE
= Clasalfication | EASTERN RAILROADS WESTERN RAILROADS || SOUTHEASTERN RAILROADS
Outside Hostlers ... ... $6.80 $6.71 Il $6.71
Inside Hosllers ... 6.12 6.07 6.07
Hoatlers' Helpers ................. 6.61 : - 6.61 5.61







The White House today mude publie the report of the

Exergency Board appointed by the President under the Railway Tabor
fet to investizate the natioral wepe reduction controversy
existing between the Class I railroads end certein of their enployees,

The Hmergency Board was ereated on September 27, 1938, by

rroclamation of the President. Its meuwbers are Dean James i, Landis,
Frefessor Harry A. ¥ 1lis and Judge Velter P Stacy.

ings:

2
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The rerort of the Energency loard makes the following find-

The vmges of Reilway Labor mre not high even as compared
with wares in other comperable industries,

A horizentz] reduction of wa-es on a national scale would
not meot the financinl ewergency of the industry, since
the savings would not Le distributed merely to the neady
ronds.

A wape reduction in the rallroad industry would run counter
to the trend of wage rotes in industry penerally,

The Cinancial distruss of the carriers which has obtained
since October 1937 when tho lest wage increases were granted,
is ns et a shert-temrm situntion., As such, it cannot be
regardod as grounds for a worne reduction especially in view
of present indiestions of an improvement in the business

of the carriers.

In the lipht of these findinrs, the Board concludes that
the proposal of the carriers for a reduction of the weges
of railway lubor should not be pressed and recommends that
the carriers withdrew end cancel the notices which would
put such a reduetion inte operation as of December 1, 1338,

THL ENERGENCY BOARD

The Emorgency Hoard, composed of James M. Londis, Harry A.

Mi1lis and Wolier P, Stacy, was created by the President September 27,
1838, under the provisions of the Railway Labver Aet, to investipote

and report

its lindinge eoncerning 4 wepe controversy botween the

4 wg

Cless I radlreads and certain of their cmploysos.



Fublle hearings were held by the Board from Septembar 30
to October 17, 1936, in Washington, D. C.

HISTORY OF TIE FRESENT DISPUTE

On iy 12, 1938 the carriers involved served notice on cer-
taln of their employees of a 15% wage cut to teke effect July 1, 1928,
1t was agresd to negotiate the matter on a netionsl basis, but efforts
at settlement werc fruitless and medistion faeiled to adjust the dispute.
The carriers then emncunced that the wacs-cuts would teke effect October
1, 1938, end the employees, on September 26, ennounced their intention
to call a netion-wide strike unless the wege-cut proposals were with-
drawn. On the following day the President, following the procedure
brasented 1n the Rellwey Labor Act, created tie Emergency Board to in-
vestigate the dispute and to report within Z0 days.

THE ISSUE PRESENTED BY TIIS PROCEEDING

The ultimste issue in this proceeding, the carriers contend,
is whether under all the facts and circumstances involved the carriers!
wege reduction proposal is reasonable and justified. But even further
the earrlers contend in the "absolute ultimate" - to use their expression -
the issue is what, under ell the fects =nd circumstances involved, would
be a falr and reasonable disposition of the nending wege controversy,
with due regard to the condition, necessitiss snd rights of both the
carriers and their amployees.
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THE CONDITION OF THE RAILROADS

The report of the Board maxamines closely the present condition
of the railroads. It finds that the operating revenues of Class I Railways
declined from a level of epproximately $6,000,000,000 during the 1921-1930
period to a level of between v2,000,000,000 end §3,000,000,000 in the 1931-
1938 period. The net income of the roads, the report finds, "which stood
in 1929 at $897,000,000 has doclined seriously since then," and although
net income showed an upturn in 1986, the first six months of 1938 have re-
sulted in a deficit of §$181,253,596,

The report states that in 1929 "95,75 por cent of the railroads
in point of mileage were operating with a not incoms, whereas from 1931 to
1937 that ratio has never been higher then 61 per cent. In 1932 it stood
at 32.14 per cent and for the First six months of 1938 it stood at 13.17
per cent, Both dividend rates and dividend paymonts have deelined, eo has
the market value of railroad securities."

Tho report attributes the declines in gross and net operating
revenues not only to general declines in business activity but to other
causes which, the report says, "have boon operative and will continue to
affect the density of rnilrosd traffic independently of eny rovival of
businoss activity. Chiel among these ceuscs", the report continues, "has
been the rapid development of new and campotitive meens of transportotion,
The privete automobile, inland waterways, the pipe line, the truck, the
bus, the sirplare - all have taken thoir toll. The number of passongers
carried by commercial airlines has risen from 3,782 in 1926 to 1,102,707
in 1937 nnd is certain to incroese o even creater mumbers."  Express,
frelght and mail sarried by airplone in recent years, the report finds,
have also shown sharp ineroases. #

"Registration of passenger automobiles has inereased 168,4
per cent sinee 1921", the report states, while "the revenue of the roil-
roads from passomper treffic during tho samo period decreased 61.6 per
eent.  Much of the passengor traffic of the reilroads must be recognized
to hove become permenently diverted from the roilways.  Ewven what is now
carried is, upon the vhols, sarried ot an out-of-pocket cost,"

Trectors, trailers, pine lines and barge lines have all drawm
traffic away froam the railroads, the roport finds, and relocations of
industrial plants, the dovelopment of othor forme of power and new methods
of producing power howe also had thoir offect,

This compotitive situation, the report states, has had the effect
of reducing railroad ratecs and farcs with tho rosult thet the AVerago -
rovenue per ton-milc of freight has fallen, Morcover, a sericus effoct of this



competitive situation has been to produce in many instances rates which
are based on the presence, er absence of competition rather than rates
which are the "just and roamsonable rates that should otherwise obtain.”

A

"Maintenance", the report states, "has naturally suffered as
net railway income declined., The maintenance situation is deseribed as
cne of "'continued skimping'". Purchases of materials and supplies have
also lagged behind earlier years.

The repert cbserves thaet the railreads have made efforts to
cut their operating expenses. “Locomotives with mors power, heavier
rails, better grades and better roadbeds uave all contributed to improving
the productivity of the railroad plant", the report states, adding that
"this Board cannet, of course, pass any judgment upon the qusstion of
whether the mensgement of the resds, considering the limits of their
resources, has Kept pace as rapidly as it should with the possibilities
of improving productivity and service to the dsgres thet science and
invention during these years have made feasible. Opiniens upon such a
subject paturally vary end find expression toe frequently from those
whnse want of informetion is no barrier to their desire to generalize,"

-
+ «While the funded indebtedness of the resds, in relation to total
investmsnt; has fallen, the amount of money going te pay fixed cherges
has ineressed. "In 1921, 11.2 cents of every dollar of sperating revenus
went te pay fixed charges. In 1937 it teok 15.4 cents, lew and high paints
for the intervening period baing respectively 10.2 gents io 1925 and 2l.9
cents in 1933."

The percentage of railroads, on a mileage basis, in tha hands

of trustees er receivers, which frem 1921 to 1932 never sxcesded 9 Der
cent, rese to 27 per cent in 1935 and 31 per cent as of July 31, 1938,

THE CASE PRESENTED BY THE RATLROADS

The report sumearizos the argument nf the railways as follows:

"Breadly stated, the argument is not only that the railreads
ere in a desparate financial condition, that fer tos long a time
have saerifices been demznded of =wnership se that fairness attends
this request of laber, but alse that the propnssl is nct made in
disregard of the existing level of weges ef railway laber since,
under the cireumstances as they new exist, that level is too high
whan measured in comparison with wago levels elsowhere."



The distressed condition of the industry is the major
argument of the carriers in behalf of u wage reduction. They
cite the skrinking volume of traffie, diminishing cperating revenues,
deelining net income, the deficits, the meager return on investment,
and the many roads in receivership or trusteeship.

The curriers point elso to certain additional factors
that make for the necessity of effecting operating economies. One
of thesn is that increases in tax costs resulting from the Social
Security Act and tho Railroad Retirement Act mdd 5-3/4 per cent,
or about $£103,500,000 ammually, to the payrolls. Another argument
advanced by the roads is that rate inereases no longer offer a
possible selution, nor is there hope of an inerease in traffic.
The roads, too, ure doubtful as to the possibility of aid from the
Government. They deny the employees' claim that ecenomies could
save £1,000,000 u day; maintenance and other expenditures, they
say, are already belny skimped.

The one avenue open in the present emergency, in the
Judgment of the carriers, is to offocect o suving on lsbor costs.
Heduction in wage rates, they feul, would wfierd "quick financial
relief", would make possible increased wxpenditures for muintenance,
repairs and the purchase of equipment, with consequent benefits in
terms of employment.

The carriers contend that a reduction in railway wage
rates is just, for, they maintain, railway wages today whether
stated in cents per hour, dollars per week or dollars Per year are
at the hithest peek ever attained, while the cost of living 4is
considerably lower thun it was in 1929 or 1920. The carriers
maintein that ennual earnings are the most meaningful measure of
railway wages, for upon their smount and the cost of living the
economic welfarc of the worker depends. The roads state that
averoge annual sarnings which stood at £1,79%6 in 1920, fell to
£1,361 in 1983 and reached a level of sbout 1800 for 1934,
Furthermore, if these sarnings are adjusted to the United States
Buresu of Labor Stutistics "Cost of Living" index, the average
weekly earnings of £23.73 in 1938 would have 4.4 per cent more
purchasing power than the £31.64 hud in 1936, 17.7 per cent more
than the $26.10 had in 1935 and 25.7 per cent more than the £32.07
had in 1929. The carriers conclude thet "a movement of over 25 per
eent in real purchasing power of weekly earnings in a peried of
nine years is & most unususl movement. #* * * This advance of £5.7
per coent in real wages within nine years has taken place at a time
in our histery when other things have not been Pursuing a normal
upward courses In 18§ all things in generel turned down. But in
the face of that general depression we find these real earnings
per week of railway employecs showing this extraordinery rise
contrary to all other trends."



THE LEFENSE PEESDITED 3Y THE BRPIOYEES

Reilway labor, according to the report, recognizes
thgunfortunzte present plight of the railroads and their need
for relief, They differ with the rosds, however, as to the
reasons for this condition. While recognizing the effoct of
forces such as competitive means of transportation and the re-
locations of industries, the employnes feel tliat the present
difficulty arises in part from unwice financial practices in
the pasat, over-eapitalization, the Lurden of fixed charpes,
and excessive and unwise dividend distributions during
prosperous years, the consequences of which, they state, sholld
not be imposed upon labor in the form of a demand for lower
wagas,

Hecond, as a solution to the railroad problem, the
employees offer®in place ol the proposed wage cuts o broad
program for the industry. The employses pledge thelr coopera-
tion in seeking (a) rate increases wherever practicabls, (b) the
liberelization of theGovermnment lending policy, (c) equality of
treatment by Conmresf of all forms of transportation, (4) the
withdrawal of Federal Government competition in transnortaticn
(e) restatement of the rate making rule so as to recognize the
right of carriers to a fair return upon the value of their
property, (f) amendment of the Interstate Commerce Act so as to
give the Commission greater power over state rates, (g) amend-
ment of the Revenue Act to exempt railroads from the Undis-
tributed Profits Tax and certain state taxes, (h) surrender by
the Federal Government of its land grant privileges, (i) cnact-
ments of suitable statutes of limitations as to claims of
shippers for reparations, (j) insistence that the relocation of
bridges resulting from the improvement of navigable waters
should be built at Federal expence,

The emnloyees' program for the industry further claims
that wastes agrregating £1,000,000 a day are capable of being
eliminated. This progrom of "preventabls wastes" was
advanced by Senator VWhecler, Chalrman of the Senate Committes omn
Interstnte Commorce. '

The emzloyees econtend, in short that the rallroads
should, in those ways, put their house in order before they
entitle themselves to call upon labor to make a saerifice,

Third, the employecs attack the proposal of reduced
wages ag hcinq unwise in that it fails to meet the real neads
of the carriers, A horizontal pay roduction of 157, the
employacs assert, would not the ecarriers'as a whole estimated
savings of §250,000,000, These savings, however, would be
distributable to the various roads in proportion to their pay-
rolls and not in proportion to thelr needs,
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To illustrnte their point the employees divide the roads
into three groups - those in receivership or trusteeship, those
thet sre problem rosds in the sense that contlnuing prosperity is
a concition of their romaining ubove water, and those whose strength
iz such that even in these times of adversity no pressing need
attaches to them. The estimated savings of $250,000,000 would be
distributed among those three groupa in the following fashion:
Some £60,200,000 or 24.1 per cent of the total savings would go to
rouds in roceivership or trusteeshlp, roads that in 1937 had & net
daficit after fixed charges of $100,161,909. SGome £48,150,000 or
19.3 per cent of the totel savings would go to a group of roads
not in receivership or trusteeship but which heve been designated
by Chairman §plawn of the Interstate Commerce Commission as problem
rouds. The balence or 141,650,000 representing 56.6 ver cent of the
total savings would go to rouds not within these claosses. It may here
be observe. that of this 3141,650,000, some £9%,150,000, or 56.6 per
cent of the total savings, would go to roads which have cither hed net
income after fixed charzes ior evary sespr Irem 1929 through 1937 or
roads having such continuous net income except for o net deficit in
the year 1932. IL muy further be observed thot of this £92,150,000,
some $84,300,00C would po to eight rosds within the above category,
widch elght roads would receive 33.7 per cont of the total estimated
suvings to be produced by the propoped wage recuction.

Fourth, the cmployoes assert that the jresent wage scale ig
Justifiable because of the increaged productivity of rajlway labor and
the incressed responsibility thst it is now required to assume. They
assert that during ths lust 17 years there has been a steady decrease
in the number of employecs per mile of track operated, in the number
of hours worked per mile of track operated, and in the total COmpensa-
tion of employecs per mile of track operated. This lowering of the
cost of labor's scrvices, the employces insist, justifies their
resistence to any wage reduction, Morzover, they state that substan-
tially the same mileage, ond approximately the same tonnage, is moved
over the rails todsy us wae moved in 1920 by sporoximately half the men.

Fifth, the employees cxpress the opinion thet recent improve-
ments in general business conditions snd in the volume of traffic
militate against o wage reduction.

Sixth, the employces meintuin that the proposal for o wage
reduction was hastily conceived snd without regard to its effect upen
wange level movements in other industries. They muintein thet a radil-
road wage reduction would insvitubly be followed by wuge cuts in other
industries; thst it is conbrary to the present sound national policy

LS
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to maintain wage rates and to bring low wages up to a tolerable
level; thet if roilway wage reductions were followed by wagze reduc—
tions in indvstry gencrally, 1% would brint a further loss of jobs
on the railroeds,

Seventh, the employees maintein that, contrary to the
statements of' the earriers, railway vweges do not campare favorably
with vage levele and trends in othepdinduntries,The only fair measure
of earnings, thry rtate, is the hourly woge., The average hourly earn-
ings were 70.9: 1 300 end 1e°1 o & low of 59.0¢4 in 1923, Although
they rearl zd 5%,8; in 1931, they Jell azeiu in 1933 to 60,9¢, For
the first half of 1932, the tverage hourly earnines wers T3.1¢s This
was 845¢ hicher than in 1936, 20% b ter then in 1933, 12,3¢ hicher
than in 1929, but enly 2,68 or 3.7¢ hiher than 4in the secord half
of 1920, .

=i semplezees et ue Gk adgvaocd eaply s Aoabdn used
by the carinern, ey mnbend hoe oaly bhes mdosr aimseis cawob
properly measuve the cest of living, bus thot tha nawlect "ehe most
impertant clement in cousidering roste of Iaving't, ke &dded cost to
the family of :ipusinz ner i%ems which hove si=ie crie into the
customary st und of laving of wage earneorc.
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Findings and Recommendetions of the Board

In ite report, the Hoard makes the following findings and
recamendationss

Proposed legislative programs., = "The Board has had presented
to it programs, more or less specific, for the relief of the railrcad

industry,

"These programs have boen offered as alternativos to the pra=
sent propostl. Vhatover their inoffectiveness may be in affording the
"quick finaneial reliof* which the oarriers olaim is their present neod,
tho ovidence before tho Boaurd has impressed it with the neovesity that
now rests on Govermment for a complete and therough~going reconsidera=
tion of the relationship of the roilrond industry to our national well-
boing."

LA

"Tho heerings beforoe this Board hawve tloroughly impressed it
with the fuot that both carriors cnd railwey 1rbhor have now & vital
end common concsrn in the werking eut of an ndequete, netional trans-
portation poeliey. Both cooperstion and imepginition can bo axpected Lo
be forthooming frem reilwey lobor as well cs frem the esrricrs. Whete
evor mey be the disposition of this proscnt proccuding, the existing
willingness to work together for what iz fully réalized to be o common
end dere not Lo lost by strifo ovor o guestion ocszentinlly smell in
the light of thu ultdmute bonefits thot arc bound to meeruc from
some botter nnswer to the goneral rodlwoy problom,”

¥ * %

"One cautionary word, howuver, doserves to be said. Concern
over the reilronds is tripartite in charrecter. To the intorest of
management and of the mon must be ndded the interest of the publie.

In some of the proposals thet howve been edvanced, the public intorost
secms not to hove beon fully apprucicted. It must be remembored that
it is this third porty that in the lost analysis supports the entire
structure, for the railrosds oxist for tho pubilic and not tho publio
fur thoe railronds.”

T ok

"This Boord is alsc hopeful that the outlines of o more
vigorous, merc farsccing fineneicl policy eon be pursued by managoment
with tho coopuration of Governmont se ns to avoid not only the
finaneinl lossus of the past but nlse thu croation of corporate struc-
turcs with teo little flexibility inherent in them to pormit thum to
survive & peridd of deelining businuss notivity, These nnd kindrod
censiderntions, it is frue, do not promisc the %quick finoncial reliaft
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offered by a wage reduction., Scme ef the proposals, however,
foreshadow relief in the not too distant future. And others,
though the relief they may afford will take longer for realiza-
tion, have, perhaps, an ultimate significance to the welfars

of the railroad industry of such importance that their realization
should not be jeopardized by diseord between men and menagement
over the means fop securing immediate relief, Both men and
management must realize that after this Board shall have discharged
its runction, whatover itw declsion, they will atill be living
with the railroads, Their livelihood, their success, will depend
upon how ably sach can grasp the problem of the other,"

* ok %

The prevention of "wastes" as a substitute for wage
reduction, It was asserted beTors Ghe Board that wastes aggre-
gating 21,000,000 a day could be prevented ard that the pursuit
of such a course by the earriers would ebviate the peed for effecting
savinzs through a wags reduction, The elimination of such waste,
however desirable, the Board finds, eonstitutes a long-term measure
which affords 1ittle in the way of immediat. ralief,

* % ok

The relevanoy of the inereased productivity of labor,
"There has boen inereased productivity of railway labor, This
may have resulted from Several causes, among them inereased
efficiency of the émployees and moderniz tion of plant and equip-
ment. Insofar as the inereased productivity is zhowm to havae
resulted from the inecronsed efficiency of lubor or to havs caused
heavicr responsibilities op sacrificss to rest upon the employess,
this should be rocognized in theip componsation. Insofar, however,
A8 the ineressed productivity is shown to have resulted from the
efficiency of mnagencnt or from in"Vestment of capital in modernizad
plant and e€quipment, that is not true except as additional sacrifice
or responsibility is ineidentally imposed upon the workers, Rather,
Such gain should go to tha earriers insofur as necessary to yield
2 fa2ir return, beyond which it showld go to the publiec through
better service and lower charges,”




=ll=

Relevanoy of the cost of living, = The Board is inclined to
believe that, on the whole, wage earners and other consumers find that
the same incomes go somewhat farther today than in 1929 or in 1920 in
meeting normal wmnts. These considerations become relevant, however,
only when a reduction of wages is justified on other grounds.,

Comparative relewancy of average hourly, weekly, and annual
earnings, = The Honrd, when drawing conolusions coneerning trands
and comparative levels of pay, places main reliance upon average hourly
eamin{;ﬂ.

Trends in wages and earninps of reilyay labor and of labor in
other indusirise, - "o evidenos is found tlet raiiwuy orployees have
benofited more than have employees in osher industries taken as & whole.

Indeed, their pains in hourly earnings have be'm nob quite ns largae,"

Curront rates of pay of railway employess and of other compar=
able workors., - "Ho general assumption cun be indulged in * *# * that
wages of large groups of rallwey labor ars on a level that is higher
than wages for such oomparable class of labor that we have been able to
find,"

General Conclusions, =

The Board observes that "the suggestion that has been entere
tained by some of suspending for a period of time, more or less dependent
upon the volume of traffic, the wage increases granted in 1937 would in-
troduce & somewhat inequitable element, assuming for the purpose of illus-
stration that a reduction of about that percontage should bo made. This
flows from the fact that difforentials in wage rotes among the warious
groups of railwny omployeos exist. That tho differentials prior to 1937
operated too favornbly in behalf of the more highly paid employoos seems
tacitly to have been admitted at that time, for the incromses benefited
percentagewisce the lower-paid proups of employecs more than those in
the highor brockots. Consoquently, to suspend these inereases would be
to operate according te tho analopy of regrosiive rather than progressive
texation - making the burdens fnll with undus woight upon those least
able to meet them,"
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"Some ndJustments are now taking place throuzh the
Jrocesseg?ranr:aniaution. Ine unusnsl percentae of carriers
now in receivership or trustecship thus need not necesserily
disturb one. It pay, indeed, be desirsble from a broad stand-
point that that percentage should incresse, srovided only that
the processes of reor.anizstion will result in real and not
make--shift readjustments. No sacrifices of note need be asked
for to preserve velues that already heve been lon_ dead and
whose burial ic now merely a matier of the psroger amenities of

finance ., |

#* # W o

"We have thus far desli with the problem from the
standpoint thnt the carriers! inability to pay is charscterized
by & short term aspect., To date it iz so. The employces
emphasize the fact thab an upturn in the volume of Lusinass
hus elrcady faken nisce, # # # Haturally, we cannot rest our
conclusion merely uscn & srevalent but possibly unwerranted
optimiam. It may, indeed, eventuate thet opLratbing revenues
will fail to return within 2 reasonable Jeried to 1937 levels
or thereabouts,!

If the occasion should arisec for the carriers to re-
duce wajes, the Board believes it would be well for them to
consider these drawbacks of wage reduction upon a horizontal
national scale - (a) the failure of such a Sroposal to distribute
the benefit of the savin.s to the needier roads; (b) the fact
that a hovizontal wagse reduction falls alike upon all classes of
labor, upon the better paid and the less well paid alike.

"Examination of the data above detailed leads us con-
sequently to the conclusion that the level of wages of railway
labor is not hizh when compared witi wooe levels in other in-
dustries. Nor do waze trends show that railway wszes have
advanced sroporticnutely greater than woges in other industries,
Instead bHhey sezn to show & slight lsg, though on the other hand,
they show _reater resistance to deecline than wales in other in-
dustries. Furthermore, no justification arises for a wa_e re—
duction from the current vaje situantion in other industries.
There, no _cencral movemens to reduce wozes has made its sspear-
ance. These considerations lzad us to the conclusion thet the
carriers' proposal can derive no sustenance from the contention
that railway wa_es as a whole are too high."

oK % #

"We conclude that no horizontal reduction upon a national
scale of the wa_es of railway labor should be pressed by the
carriers at this time,"
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LOUIS B. WEHLE
FIFTY BROADWAY
NEW YORK

April 20, 1938.

Dear Bill:

You asked me this morning to send you my draft of April 12th
of suggestions for a railroad guaranty; and T shall do so below. This
draft resulted from the talk on April 4th between you, Sam Rosenman
and myself. The trial draft of message I madalcﬁ'ﬂpril 12th dealt with
three points: taxation, railroads, and public works relief. This letter,
gent you in duplicate, can carry the suggestions on the two latter points
for what they may be worth to our friend to whom you will te handing this
letter.

I.

The suggested ralilroad guaranty was predicated upon an earlier
paragraph in the imaginary message in which there was acquiescence in a
substantial modification of the undistributed profits tax. Tf there is
to be no such modification, I doubt whether the railroad guaranty should
be undertaken; because, under those circumstances, the guaranty would
have to be larger and longer to brildge over to a period of traffic re-
covery; and I would not be willing to sponsor railroad guaranties in
larger amounts or over such a period of time as to make tkhem a habit.

However, &t your request, and for whatever use their suggestive
value may have, I am sending slong the railroad guaranty suggestions,
and they were as follows:

" Second: The railroads. They collectively constitute our greatest

gingle employer of labor and our greatest buyer. They are languishing
from want of trafiic, their moat crucial immediate naa@. The rail-

roads' long-range problem must be dealt with comprehensively after a
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reasonable period for study and consideration. In the meantime, the im-
mediate problem is tc safeguerd them from further collapse while the
larger problem is being worked out.

Qur stimulation of business including railroads through R.F.C.
loans, and our practical removal of the tax on undistributed corporate
profite, should within the present calendar year bring about a large in-
creage in business amctivities, which should, in turn, bring traffic to
the railroads as great, or perhaps greater in volume than did the year
1936 . But in the meantime, before such a degree of recovery can take
place, their credit must be maintained and supported to a reasonable ex-
tent to prevent lay-offs and to check the dangerous demoralization of
the railroad bond market. I therefore urge Congress, as an emergency
measure at this Session, to peg the railrosads' position with a limited
guaranty. Such a guaranty with an outside limit of, say, $5600,000,000,
ghould, on conditiones presently outlined, operste in two ways. First,
it should guarantee to every reilroad which in the calendar years 1934-
5=-6 had ah a{erage annual operating deficit, sgainst incurring in the
calendar year 1938 an operating deficit greater than its average deficit
in those test years. second, in the case of every railroad which did
not in those three years have an average annual operating deficit, the

Government shoulé guarantee such railroad against any operating deficit

in the year 1938.
But such guaranty should be subject at lesst to the following four

conditions: The first condition should be that the Gpvernment's liabil-
ity to any railroad under such gueranty shall be reduced to the extent
that in 1938 such railroad's expenditures for capital improvements or

for maintenance shall be greater than the average amual expenditure for
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such purposes in the three test years. This is to prevent a railroad's
fattening itself indireotly out of Federal funds. As a second condition,
the Government's liability as guarantor should be reduced to the extent
that in 1938 the state and local taxes accrued and paid shall exceed the
average of such taxes in the three test years,- thie to prevent the
Federal guarantee being employed indirectly to enrich states or munici-
palities. The third condition attached to the Federal emergency one-
year guaranty to any railroad ghould be, that payment under it shall be
reduced pro rata to the extent that the aggregate of wages and salaries
in 1938 ghall exceed the aggregate expended for such purpoges in the
year 1937.

There seems reason to believe that the estimate of $500,000,000%*
represents the outside figure which the Federal Government might be
called upon to pay under such & guaranty. The Act should set the aggre-
gate 1limit at thie figure; and should provide, as a fourth condition,
that the amount paysble under the collective guaranty to any railroad may
be reduced pro rata, in order that the aggregate paid to all railroads
ghall not be in excess of the stated limit.

For the amount of any moneys paid by the Covernment pursuant to
guch guaranty, the railroad should be required by tke Act to give its

ungecured non-interest bearing note payable on or before, =say, fifteen

*nhig amount of maximum guaranty was predicated upon a relatively early

buginess recovery to be sccelerated by tax adjustment. 1f these ad-
justments are not to be made, the improvemente in traffic which may

come will not be due to the recovery of business and the revival of

more normal trafiic volumes. Therefore, the suggested amount of the
guaranty would be inadequate; yet, I would be unwilling to sugrest a
larger or longer guaranty because of its cbvious advantages ans dig-

advantages.
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years from date. Such note should under the Act be entitled to the
goverelgn'g priority over any debt other than a ﬁraaziating mortgsage

debt of the eompany. (Under the terms of such note, the railroad
ghould be limited in its reserves and prohibited from paying stock
dividends while any part of such nnt; remaing unpaid; with the further
prnviaﬁ that if and when the railroad, (or its successor ﬁftar re0rgan-
ization), shall have had the ability over a period of, say, three suc-
cessive years, to serve fully all ite outstanding bonds and any R.F.C.
loans, the Government-guaranty note, or such part as is then unpaid,
ehall thereafter, so long as such ability shall continue, carry inter-
est at 3% and shall be amortized at the annual rate computed on the num-
ber of years of the note's remaining life. Thus, of the maximum amount
which might be paid out by the Federal Government under its emergency
guaranty, a substantial proportion may come to be repaid."

Let me remind you again that in my opinion the foregoing sug-
gestions on the technique of a railroad guaranty are intended for con-
gsideration only when such a guaranty is advisable; and unleqa,th}augh
tax and other adjustments, there should be a stronge chance of early spon-
taneous resumption of business, T would not consider the guaranty advis-
gble. '

II. 2

As a further part of such a message, you and Sam and I were
inclined on April 4th to recommend a statement discountenancing the use
by labor of dangerous weapons. ifhen I started in to draft such a state-
ment, I found t at it could best be made incident to the public works

program and as part of a symmetrical limitation, both upon labor and
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upon capital. Hence the following draft;

‘lThird; Public works relief. We must for the present continue to
resort te public works for reduction of unemployment. Ite chief advan-
tages over any form of direct relief need not be discussed. Made work
is better than no work. Another advantage is that public works give em-
ployment for beyond the works themselves,- in the mines, forests, and
heavy industries where the materials are produced. T am ggking the

Congrese to appropriate & for public works to help in

tiding over what should be a short pericd of acute unemployment. If

in November, 1938, that perio& should threaten to be prolonged, we can
then tseke any further action at a apecial gession of Congreas. otrong
preference should be given under the statute to gelf-liquidating pro=-
Jects, and to works to which at the outset the states and the municipal-
ities contribute a substantisl proportion of the cost.

But we have learned that public works relief must be flexibly
geared so that when conditions improve there may be a quick shift of
man-vower and of wnriing uaﬁital into normal private industry. We must
avoid the creation of any vested interest in emergency makeshifte, and
it seems that such vested interests can be avoided only by reducing the
profit motive both of labor and of capital as far as practicsble in con-
nection with public works relief. I therefore urge that under the aAct
compensation to labor employed on public works be on a basis 154 lower
than the compensation being paid in the locality as certified by the
Department of Labor; and that prices paid for certain olasses of mater-
ials shall be strictly competitive and shall be at least 15% lower than
the commercial prices either obtainable in the locality as certified

by the Federal Trade Commission, or as estimated by it as being obtain-
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able there for similar quantities. Such a price limitation should
apply especially to prices paid, whether by ﬁay of purchase, (or of
rentals for construction equipment), for all forms of steel or ateel
products; for copper, bronze and other metal products; for pipe, plumb-
ing, electrical plant, machinery, cement or other road and conetruction
materials: for stone, sand, brick, lumber, flooring, roofing and composi-
tion materials of all major classes.

Another form of protection to the community should accompany hence-
forth any exteneion of our emergency public works relief, especially if
both wages and prices in public works are to be keyed to current standards
obtaining in outside private work. On the one hand, the Federsl Govern-
ment should sternly check illegal combinations for artificial fixing of
comne recial prices, not only of the materials above referred to, but also
of the necessaries of life. Such practices, especially at such a timse,
cannot be tolerated. They must be promptly and severely dealt with
either under existing laws or new ones,- a matter which muset in due time
be considered by us outside the scope of this message.

Un the other hand, we cannot condone, either, the pursuit by labor
of illegal means for arbitrarily enforeing its demands, whether in econ-
nection with the public works themselves or in conneotion wiﬁh_private
works. The Federal Covernment has now created administrative agencies
for the veaceful settlement of labor disputes; and this Administration
is pledged to extend further its pro jected system for establishing fair
l1sbor standards throughout all industry. There can be no public ac~
quiescence in the illegal selzure or ocoupancy of property of an em-
ployer to force the granting of labor's demands. To condone such

practices is to legitimize for all purposes the use of violence, and to
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surrender the fundamental prinoiples of our civilized order. The Federal
Government, and the states as well, should meet this evil by the stern
enforcement of existing 1nwa.1II

III.

The needle will, in general, point north in spite of magnetic
disturbances. But we must give the needle what chance we can. The true
north is Justice, and the ship is Democracy. Now and then the ship can
get too far off her course for safety. The purpose of such policies as

are guggested above would be to clarify the motivations that affect the

atmosphere around the binnacle.

Yours,

Hon. William C. Bullitt,
The Anchorage,
1ash ingtnn, De Co
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The so-called llanasers' Comnmltiee revresenting the
rallroeds hes pover of attorney binding every reilrosd in
the United States, with possibly three or four excepllions,
nope of the excgeptlon= teing trunk lines, Ne nther reilroad
officers can represent or speak for the railrosds.

Thie best Clement, Gray and Morris cen 6o 1s to
consult with Fﬂu#anicus curias? end then, if tle labnr people
will ive you esgaurances of tielr williqgnesg t0 recommend
£ certain settlemant to their nrsuciateé] the three officers
rogu have called in will then be in A position to ume tHelr

infiuence with the lenacers! Committee, who slone cen settle

i+, for the raitlrosds,






A. There is reason to belleve that the two narties
can be brought to agree 1f the basie were suggested by the
Preasident.

B. There need not be a reduction in wages,

b

C. There 1s every justification, however, for a

et i,
1 cdarp, Tor vhich there is emple precedent. Ien and

:%;izntﬂn-
menagerient voluntarily agreed to 2 of 10% effective

o« e #an .
February 1, 1932, and thils continued by comnmnon con=

sent untll June 30, 1934, At the suggestion of the President
1t was further continued for an eauivalent of six months,
belnz restored gradually throuch a period of nine months.

50 that thie of 1Cp was acturlly effective for e
veriod of 35 months.

D. Through collective barzaining vagzes were in-
creased h cents per hour August 1, 1937 for non-onerating
employes, and on October 1, 1937 wages of trein service Zrouns
were increased Ul cents per day.

E. VWhile the nezntietions were proceasding, treffic
began declining until it reached apnroximetely the level of
10373, Some of the railrosds already benkrunt end barely
merting nayrolls, with three or four exceptions they ere all
in finencial difficulties; forces have Leen cub deenly and
unennloyment arastieally incressed, an inevitable result in
the cirveumstances. Forces should be increasesd, but cannot

be, Lecause of the necessity of balancing income vith outgo.



It 1s sumgested that the Fresident send for the
lebor lesdere first, and meke it 23 his sugcestlon that they

Sy e
agree to & m nT the amount of the ineresses granted

resvectively on August 1 snd October 1, 1€37, vreserving hov-
ever any minimums recently nrovided by law, thﬁw
remain in effect until the gross trafeio of the railroads for
8 neriod of six successive months reaches the level of g test
nerliod which would inelude the last three months of 1935 and
hie first three months of 1837, which would brins it tn the
level of the period at which the negotliations for an inerease
in wages were inaugureted.

F. The President can =8y with the utmost nropriety
thet he has not discuseed this matiter with the railroad
manaigers, but vould be perfectly willing to do so and +o urge

it upon them if labor itself will arree,



ROBERT A. LOVETT
E9 WALL STREET
NEW YORK ciTY

April 20, 1938,

PERSONAL

The Honorable Williem C. Bullitt,
The Anchorage Apartments,

1900 "Q" Street N.W.,

Vasnington, D.C.

DNear Bills

You agked me on Monday night to send you & short memorendum on
an emergency program for certain borderline rallroads which we discussed
briefly when I had the pleasure of seeing you in Tiashington a week or so
ago. The memorandum which T enclose gives merely the roughest outline
of the background against which +o view the suggestions, and it sets out
the suggestions themselves in condensed form. Since the program itself ean
be changed in deteil with considerable ease, I merely touched the high
spots, and have mentioned those elements which seem to me to have a
rarticular appeal at this time.

You will guickly see that the suggestions are not in finished
shave, and that "plen" ig really too big a word to apply to these idess,
On the other hand, there may be gome part of the idea which would fit in
with other more orderly efforts being made by competent men in Vasiington,
Therefore, my natural reluctance to send you en incomplete job has been
quieted by the hope that it might prove useful to you, and by warning you
in advance of my fear that there may be flaws in it which might be dis-
closed if I had time to give this more careful study.

The opinions I have expressed in the attuched memorandum are
purely versonal ones. There hss been no real opportunity to check them
with railrozd officials, end there is nothing in vwriting about these
Fuggestions except this memorandum.

“ince I am not a railroad exoert, my views are not worth much
7rcd I offer them with very resl huility at a time when the desperate
illness of the railroads seems to be Infecting everything.

idele and I enjoyed your perty a great deal the other night.
It wes fun to see you again, and T hope we will have another opportunity
soon. lleanwhile, with my kindest regards as always, I am

Very sinecerely yours,

o
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MEMORANDUM TO ¥.C.B.

RE: EMERGENCY PROGRAM FOR CERTAIN RAILROADS
Background

These suggestions are mede on the theory that the problem of certein rail-

roads in the present circumstances should be treated from an amergency point of view;

that any emergency program should be besed on the sound principle of reduction of top-
heavy capital structures; that the introduction of the principle of sinking funds is
desirable as suggested by this Administration; that the discussion of lebor scales mey have
to be left to more normal times in the case of certain distressad rallroads; that any
program should require a minimum of Congressional action, eand finally, that Goveranment
should not be asked to do more than it has done end is now doing for other depressed
elements in the national economy.

It is felt that effective handling at this time of the problem presented by
borderline railroads in need of financial reorganizatlion will go a great distance
toward restoring the confidence of investors in sll types of senior securities. TWhile
Inadequate freight rates and excessive operating personnel vuge scales during a time of
depression have had obvious influences on investors, one of the prineipal contributing
factors to the fears which have frozen both the senior and Junior capital markets is
the growing reslization by investors that senlority of mortgage position has not meant
much under the policies developed by many Trustees in recent yaérs. The tendency to
pamper the stockholder &t the expense of the bondholder has no doubt to some sxtent
made possible certain azbuses which have grown up through the medium of rail holding com-
oenles,

Outlined below are the bare bones of ‘& prosram which might be considered by
competent Government authorities in connection vith any plans they may make for treat-
Ing the problem of the borderline railroads. In order to huve a specific example for

use in thls explanction, let us take one of the hardest cases -- that of Bsltimore % Ohio
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Railroad Company &s representing one whilch apoeers headed for receivership or bank-
ruptey. The pressnt Indebtedness of the B.&0). is about €670 million dollars, ineclud-
ing the obligetions to the R.F.C. and the P.W.A. Its mortgace and debenture debt
amounts to about 643 million dollars (excluding aéui;mﬂnt trust certificates) which
requires znnual interest service of ¥3 million dollars, or &n average of aporoximately
4,75%. During the pest seven years, it has earned its very heavy interest charges

in three out of the seven years and failed to earn fixed charges four times. On the
average, during the period it covered its fixed charges 0.97 times. To enable us to
use round figures, assume its fixed charges wers 32 millions and that as & result of
this 1 million reduetion it would have eerned its fixed charges on the averuge over the
seven-year period 1.00 times. The present interest charg;s are manifestly beyond its
czpaclty to earn, even over a period of years.

But suppose the Interest charges were cut from 32 milllion to 18 million
annueally. It vould then have earned interest requirements almost two times on the
seven-year average. Therefore, if the interest rates could be substantially reduced
by, say, one-hslf, the B.%0. would have esarned, on the average, 18 million dollars
for interest and have 14 million left over.

.The plan suggested below is designed to bring zbout a) reduction in fixed
intareét, b) creation of & surplus of earnings now going to interest, which would be

diverted to e sinking fund, c¢) which would be used to purchase in the market below per,

or to call st par, the funded debt of the railroad.

l. - Form an agency to be called, ssy, "Federzsl Railroad Mortgege Garpﬂéatian",
to be eapitalized at, say, 50 million dollars. The R.F.C, would then subscribe to
the capital stock and the F.R.M.C. would be authorized to borrow up to, say, 100% of
all 1ts assets used &5 collateral vith the R.F.C. It would be complementary to, znd

not competitive with, the K.F.C. and would perform only a speclalized service. It would
hove to work &5 an srm of the R.F.C, snd its assets vwould generally be contracts from

the reorganized rallroad to opay F.R.M.C. the agreed total interest, or alternztely,
bonds for which 1t hes exchanged 1ts own obligations.
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2. - The function of the F.R.M.C. would be to assist in the reorganization of
rallroads conforming to standards and regulations to be lald down by it and to under-
take gueranties or to issue its own securities agalnst obligations of rallroads who
would agree to a program of voluntary capital reorganization.

Any rallroad which would agree to & voluntary reorganizetion along certain es-
tablished lines would then be in a position to have its bonds elther endorsed by
the F.R.M,C. carrying a substantially lower rate of interest, or to turn its present
bonds in to the F.R.M.C. and exbhénge them for bonds of that Corporation. For example,
assune the B.&). went to the F.R.M.C. for reorganization. The first stes would be
for the F.R.M.C. either to guarantee by endorsement X% interest on the existing B.20.
bonds or to issue its own obligstions in exchange for them. This would permit the first
mortgage bondholder, for example, to receive a gueranteed obligation besring interest
at, say, 3, the second mortgage bondholder to receive a bond bearing, say, 2% interest,
and the junior bond debenture holders might receive, say 1 1/8%. If the total of this
fixed interest charge did not exceed 13 million dollars, there would be on the average
over & perlod of time, an additional 14 million left over from the B.&%0. earnings.

This additional 14 million dollars would be set up as a cumulative fixed cherge ;n the
B.&0., payzble to the F.R.M.C., which, in turn, by the terms of the sgreement, under
wanich its guaranty was givéﬁ, would use it for purchase in the market or call at oar

of bonds and debentures until they retired. Taking the past seven-year average as a
bose, the effect of this sinking fund operstion on the basis of call at par with interest
on called bonds accumulating for the sinking fund, would be to retire tae entire top-
heavy funded debt (670 millions) ;f the B.&). in about 35 years. This period of time

is substentially less than that for vhich railroads try to borrow money.

©. - Obviously, &s the funded debt is retired through sinking fund, the osre-
ferred stock and common stock which now heve almost no value and vould probably be

wiped out through reorganizetion, would acquire a value through the oprogressive reduc-

tlon of debt. This would be the lndueefent to the equity owners of the property.
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But since the plan depends on the give-up of current income by the funded debt holders,
some way should be provided to permit them to regain some portion of the interest
vhich they have sbandoned. This could easily be done through giving them warrants
to buy common stock at some equitable price, since the retirement of their own debt
and the foregoing of interest by them make the creation of an equity value possible.
In theory, if the orocedure were mathematical, bondholders would be paid off by the
end of about 35 years and the preferred and common stock holders would own the road,
vith no funded debt. This would, of course, be unjust to the old funded debt holders.

4., - It is felt that rall labor, the majority of iﬂatitutianal investors, and
rail management In these distressed cases would be favorably disposed to some such
olan. Insurence companies, savings benks, ete., sre vitally Interested, not solely
because of the dollars they may have in a particular trouble-case, but slso because
in their own and in the public interest it is essential to have them as buyers if &
cepital market is to be restored. The rall security problem is hanging over the
entire long-term capital merket. The voluntary nature of the program is one of its
veaknesses. But here, in contrast to such programs in the past, a valuable quid pro
guo is offered to the consenting security holders —- the guaranty of a third party.
Furthermore, the weight of public opinion mizht well swing strongly against any group
which obstructed the gusranty program and forced involuntary receivership through
suit or otherwise.

5. - Figures used in this informal memo &re very rough end contein many guesses.
They ure given only as approximatlons and should be used a5 such. Short summaries
of figures for the B.%0. and Southern Pecific Systems sre attached as exhibits giving
the figures of those rosds relating to gross revenues, balances avusilable for

fixed charges, interest requirements, ete.
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BALTIMORE & OHIO RAILROAD COMPANY

—

The Baltimore & Ohio would benefit particularly by the treatment out-
lined for the Southern Pacific in the accompanying memorsndum, The present in-
debtedness of the Baltimore & Dhio 1is approximz tely $670,000,000 including the
obligations to the R.F.C. and the P.W.A. Rates of interest range from 4% to 6%
and the average interest rate is approximstely 4.75%. With this relatively high
rete of interest the Bsltimore % Ohio would show a large saving by an exchange
of its bonds for bonds guarsnteed by a special agency of the United States Govern-
ment beering an average interest rate of, let us say, 2 1/e%.

The annual fixed charge of the Baltimore & Ohio amounts to approximate-
ly §83,000,000. Over a period of years the earnings of the Baltimore % Ohio have
been as follows:

(000 omitted)

Gross Bal, for Surplus after Fixed Cherges
Year Revenues Fixed Charges Fixed Churges Fixed Charges Times Ferned
1927 £169,436 $31,468 #ze,184 2 721 (d) 0.98
1926 168,993 37,482 z2,895 4,539 1,14
1935 141,843 29,758 32,939 3,181 (d) 0.90
1934 135,539 28,516 52,341 3,826 (4) 0.88
1938 131,792 33,650 52,445 205 1.01
1952 125,883 26,788 88,123 6,335 (4) 0.81
1931 172,768 35,584 Z2,156 3,428 1211
Average 149,463 21,884 Z2,7L6 84z (4d) 0.97

(d) Deficit.

The Baltimore & Ohio has spproximstely £643,000,000 mortgage and deben-
ture debt ineluding obligatlons to the R.F.C. and P.V%.4. but excluding equigment
trust certificates. If this indebtedness wers to be exchanged for the above men-
tioned guaranteed bonds there would be an annual saving of approximetely %13,700,000.
It will be noted from the azbove table that in the 19%1-1937 period the Baltimore &
Ohio failed to earn its fixed charges by an everage amount of nearly £1,000,000 a year,
thus the potential saving of $13,700,000 & year should be reduced, therefore, to
$12,700,000. Over a period of years it should be possible to count on applying this
average annual seving of £1£,700,000 as a sinking fund for the purchase of the pro-
posed bonds if available in the merket at less than 100 or for redemption at 100.

For conservatism, let us assume that all bonds acquired for the sinking fund are ob-
tained at 100. Let us also assume that bonds scquired for sinking fund continue to
draw interest for the benefit of the sinking fund. With such a sinking fund it would
be possible to retire the entire funded debt of the Baltimore & Ohio of about

#670,000,000 stated above within a period of thirty-five years.



April 20, 1938,

SOUTHERN PACIFIC COMPANY

This road hag been particularly hard hit by its inability to
reduce expenses sufficiently ravidly to meet the decline in business. sore-
over, it has recently suffered from flood conditions in Celifornia,

The following table showing the earnings record of the Southern
Pacific Company and Transportation System Companies combined indicetes that
over a perlod of tine--year in and year out excluding such abnormal years ss
1932 and 1935--it has been able to earn more than the amount of its fixed
charges. It also indicates that average earnings over a period of years,
including the bad years, have been in excess of the total amount of fixed
charges.

(000 omitted)

Gross Balance for Fixed Surplus after Fixed Cherges
Year Nevenues Fixed Charpes Charges Fixed Cherges Times Farned
1957 #225,017 £31,480 *80, 70K & 757 1.02
19386 204,359 45,585 30,577 14,948 1.49
1935 185, 360 34,378 30,579 3,797 1,12
1934 149,193 55,057 31,008 4,031 1.13
1933 129,361 25,891 30,882 4,9914. 0.84
1932 142,597 25,583 30,673 5,0904. 0.83
1931 198,642 45,325 30,5886 14,739 1,48
Average 175,287 34,7482 30,715 4,027 1,15 ¢

(d) Defiecit.
NOTE: Above figures do not inelude deficit of separately operated
solely controlled affiliated comoanies.

What this road has been able to do in the past it should be able to do in the
Tuture.

On December 31, 1937 the Sobithern Pacific Company and Transportation
cystem Companies combined reported $698,409,957 funded indebtedness outstanding
in the hands of the publie. The mortgage, debenture and secured indebtedness
(excluding equipment trust certificates) bore rates of interest ranging from
5 5/4% to 5%. The average rate of interest was 4.20%. The actual amount of
this debt was $$654,031,4%55 and the snnual Interest recuirement on it was
627,557 ,557.

If-the #654,051,435 indebtedness mentioned above were to be exchanged
for bonds puaranteed by a speeial agency of the United States Government bearing
an average interest rate of,let us say, 2 1/24, the annual requirement of this
vortlon of the debt would be only $16,350,786, This represents a saving of
£11.,206,571 annually over the present oayments.



SOUTHERN PACIFIC COMPANY - o

As indicated above, it seems falr to assume that the Southern Pacific
during the coming years should, on the average, be able to earn ‘at least the
full amount of its fixed charges. It should be possible, therefore, to count
on applying the above-mentioned saving of $11,206,571 &s a ginking fund for
the purchase of the proposed bonds in the market if obtainable below 100 or,
if not so obtainable, for redemption at 100. TFor purposes. of conservatism,
let us assume that all bonds to be acquired by the sinking fund are obtained
at a price of 100. Let us also assume that interest on the bonds so acquired
for sinking fund is sllowed to accumulate for the benefit of the sinking fund
and is added to the annual instalments of such fund. It is computed that
within about thirty-eight years this sinking fund would have been sufficient
Lo retire the entire funded indebtedness of the company stated above of
£698,409,937 on December 31, 1937.
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WASHINGTON
9/21/38
MEMO FBR THE PRESIDENT

George Harrison telephoned and asked
me to glve you a message,

He says that the six gentlemen have
by mutual accord agreed that just as soon
as the wage question is out of the way, they
will start right in at work on the job
you gave them,

Sald he wanted you to have this word
because some press reports, particularly
the New York Times this morning, were very
misleading, Says the six are in accord,

THM
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Chleago, Illinois.
Yoverber 12, 1941,

“he President,
“he Wnilte iouse,
Washington, D. C.

Deay !r, President:

in our letter of loverber 7th your atten-
“lon was directed %o the action talen by the Ceneral Chair-
men of the five transportation brotherhpods re jeeting the
} Fecoimendation of the _mergency “oavrd in connection with the
[ sz A i 3 = f -
wage dispube between these orzanizations and Ghe rallroads.

In view of the fact that the employes are now
conelled To pursue the only course loft open to them or ac-
cept unfair and unjust creatment, unless the emplovers can
| be rrevailed upon to aclknowledge the »ishts of the rien, dates
nave today been designated for a strilte to becoms effectiva,

e ot

The exployes represented by these organizations
are to engage in a atrilte on avproxim tely one-third of the
railroads at & A’ Sunday, Decenner 7; one-third at 6 Al ilonday,
December g8; and the vemainder at 6 Al Tvesday, Decenber 9,
1941, We feel that you should he Deraonally edvised of this

¥

BCLI O,

Respectfully yours,

L Lo
= b

3 ] i
A’\Q Y oAt
Preslident, ONG. /
ﬂ%/

T 7

President, Lo

ad

President, O.0LNA.




BRIGHT, THOMPSON & MAST
ATTORMNEYS AT Law
BOUTHEAN BUILDING
WASHINGTON, O. C.

FRANK S BRIGHT
HUSTON THOMPSON
QBCAR P MAST

November 11, 1941.

llajor General Edwin 1I.Watson,
The White House,
Washington, D.C.

TELEPHONE

HATIOMNAL 133

CABLE
"BRIGHT"

My dear "Eg': Personal and Confidential.

Following my conversation with you over

the phone yesterday and your suggestion that I prepare

8 short memo for the President, I am enclosine t
same in this letter. fivae

Cordially yours,

Huston Thompson

Enc



BRIGHT, THOMPSON & MAST
‘HTTI:IRHEYQ AT LAW
SOUTHERN BUILDING
WASHINGTON, O. C.
¢ TELEPHONE

NATIONAL Q123
CABLE

November 11, 1941. INRIDHEE"

FRANK 8 BRIGHT
HUSTON THOMPSON
QBCAR P MAST

Honorable Franklin D. Roogevelt,
The White House,
Washington, D.C.

My dear lMr. President: i

I am in receipt of correspondence which
Wayne L. liorse, Chairman of our Emergency Board, has
sent to you. In addition, I am suggesting a few
thoughts about procedure. In confidential talks
wlth Whitney and others they all said the last thing
they wanted was a strike, 80 I am sure that there will
be an approach to you, after the meeting of the Fourteen
Non-operating Unions, November 13th. lay 1 suggest
that the approach come from the parties rather than fronm
you.,

I suggest the calling 1in, in advance of any
conferences with the parties, of Joe Eastman and perhaps
Claude Porter. Both sides seem to have complete confidence
in Eastman. Porter has glven me confidential approval
of the report. He 1s a member of the Finance Board and
would be able to tell what moneys would have to be raised
by rate increase.

I think 1t would be perhaps wise to see the litigante
separately at first and learn their inmost feelings and then
bring them together again.

I have roughly estimated the following., If the
percentage of the Five Operating Groups was raised from our
flgure of 73% to 83% 1t would mean an increase of approxi-
mately $7,500,000. If the Fourteen Non-operating Groups
were ralsed from 9¢ to 107 it would mean an inerease of
approximately $121,000,000. The Fourteen Non-operating
Groups are offered by our findings a raise in terms of
percentages of 13%5 on thelr wages and 1435 for their
vacations, with a total 15% increase. Thus oup total over

all raise for both groups is above 10%.



Hon. Franklin D. Roosevelt. Nov, 11, 1941.

In arriving at our percentages a majority of the
Board considered carefully the following, among many sub jects:
(a) Increased cost of 1iving; (b) Comparison of the wage scale of
the operating groups and the higher ones of the non-operating
groups as compared with other industries. The white collared
man, the preacher, the lawyer, the doctor, ete. all were
lower; (e) The fact that many middle class people had their
investments in 11ife insurance based to a considerable extent
on rallroad securities: (d) Inecreased cost to the public 1f
rates are increased. The impetus to inflation of too high
a ralse; (e) The lose of rallrosd business in raising rates
through the competition of the trucks, airplanes, and other
means.

Cordially yours,

Huston Thompscn



THE FOURTEEN COOPERATING RAILROAD LABOR ORGANIZATIONS
L

November 13th, 1941.

Dear lir. President:

The representatives of more than 800,000 organized railroad
workers, members of the Fourteen Standard Cooperating Rall-
road Unions, today mnanimously expressed their dissatisfec-
tlon end complete disappointment in the report mede to you
on pending national wage dispute.

A more complete statement in this respect is attached. Tt
1s the purpose of the rallway employes to pursue the present
controversy over wage rates, etc., until g satlisfactory adjust-

ment is reached.

Respectfully yours,

#\

rryGen. Vice President,
Ass'n pf Machinists,

Int

}%itif &é;;rumm/
n, Int'l President Hoy He¥n, General President,
Int'l Bro. of Boilermakers, Iron Int'l Bro. of Blacksmiths,
Ship Bullders & Helpers of A. Drop Forgers & Helpers
r

r L]
E: M.'Wicklein, Gen. Vice Pres.

ahieet lietal Workers!' Int'l Ass'n

’ GiéZiz;;éi:Pkers
Felix H. Knight, q;%?iﬁéisident, Géorge/firight , Vide Fresldent,
Bro. Heilway Carmen of America Int'l/¥ro. of Fifgmen, Ollers,
Round“Ho s Ry Shop Laborers

-

« i, Harrison, (Orand President L. ks Milliman, Pre ent,
Brotherhood of Ry. & Steamship Brotherhood of kaifitenance of
Clerks, Frelght Handlers, Express Way

& Statlon Lmployes
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A, E. Lyon, Gra

Bro. of Railro
Americs

Presldent
ignalmen of

Pilots of ﬂmﬁrica

raeid

Samuel J.

Nat1] Marine.

0s8#gph P. Hyan, Preg:
Beneficisel Ass'n

Honorable Franklin b. Roosevelt,

President of the Uhited States,
The White House,

Wasnington, D. C.

'l Longshoremen's
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THE FOURTEEN COOPLRATING RAILROAD LABOR ORGANIZATIONS

November 13th, 1941

MEMO TO THE SECRETARY
OF THE PRESIDENT.

I would appreciate you attaching the
enclosed statement to the letter ad-
dressed to the President today signed
by the Fourteen Cocperating Railroad
Labor VYrganilzations which I overlooked

attaching.
Meny thanks.

Stenographer.



STATEMENT OF THE FOURTEEN COOPERAT ING HATILROAD
LABOR ORGANIZAT IONS ON EMERGENCY BOARD REPORT
TO THE PRESIDENI, NOVEMBER S5th, 1941,

R R p—

The refusal of the President's Emergency Board to grant an inecrease in pre-
vailing contract wages (except as to certain minimums), and recommending only tem-
porary additions to wage payments for a limited period of time, is most disappoint-
ing to the employes. The clearly established facts show that wages of these railroad
workers, on the average, are but EE%{ per hour and are 35% below wages paid similar
workers in other comparable industries,

Failroad wagzes have not been increased since 1957, Every person informed of
current developments knows that wage scales throughout American indusiriss have baen
rising. If railroad workers are to be denied an increase in their wage levels during
periods of industrial activity, then there is no possibility of improving their posi=
tion., If railrcad workers cannot raiss their wage levels in periods of irdustrial
activity, then it might be appropriately asked: ™WVhen can wage standards be ralged?"

The Board admits ware standards in other industrics are rising, but complote-
ly ignores this fact in its recommendations. While the Board peye lip-service to the
"system of orderly procedure" réquired by the Railway Labor ict in the consideration
and disposition of controversies over Wage changes, it substitutcs "compromise" for
"justice" in the interest of unenimity emong the Board Members. Orderly proccdure as
8 substitute for cconomic warfare cennot survive unleas it preduces justice,

While the Board states ancther factor influcncing its decision is rising food
prices, at the sams timc it denies eny relief to the umployes of short line railroeds
except a minimum wage of 40¢ per hour,

The recommendetion of the Board completely ignores its own findings that
économic changes are oecurring rapidly and arc unpredictable., The Report points out
that wholesele prices of 28 basic comnoditics have alruady Jumped by more than 55%
sinee Aupust, 1939, and that retail prices and living costs have risen substantially
and will follow this genernl trend,

In spite of these faocts, the astounding suggestion is made that railread Wage
lovels continue unchanged and that s temporary bonus of 9¢ per hour bo provided to
mset this condition,

The proposal for temporary additions to wage payments ignores cll past history
of wage fixing and imtroduces n new elcemont that the Board itself denounced in dispos-
ing of the carriers' proposed bonus plan,

A bonus plan in eny form is no snswer to this question, nor can it be tolorat-
ed by railroad labor,

Not only is the Board's suggestion inadoquate to meot its own eonelusions, but
it entircly ignores other wdmittoed facts disclosing that railroad wages are far behind
those in other industrics.



While the Board dwells at length unon the virtue of an adeguate minimum wage,
it dismisses this problem with the indefensible rocommondation that employes of trunk
line reilroads be paid a minimum wage of not loss than 45¢ and employes of short
lines 40¢ per hour, If this is the Board's view of an adequate minimun wage, then
there is little difficulty in understanding how it ignored its plain duty in the

genercl wage issue,

The recommecndetion of 6 days' vacation with pay is a disgrace to an industry
that goins o large share of its business from vacation sctivities of the people, The
record in this case abundantly shows that industry generally grants more libsral
vacations, but the Board mukes the amezing suggestion that the oumployes should sacri-
fice som¢ of their nomal working conditions to permit application of this slight
concession, This is wholly unsatisfaetory,

The facts end the rccord in this ensec warrant un increase in contract wage
rates thet will give to railroad labor cquality of trestment with other labor of
similer skill end minimum weges in line with those established through collective
bargaining in othor major industries. The ruilroad employes want frecdem of op=
portunity to protect thumselves against rising prices and to participate in general-
ly incrcasing wege levels, Tais connot be done in view of the restrictions supgest-

e¢d by the Board,

Railroud cmployos believe in orderly procedurs, but they are not willing to
accept injustice. They are determined +o press their demands for cquitable consid-
eration and relief against preesent irtolersblc wage standards and to £ein reasonable
vacations,
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secretary to the Presldent of
the United Statesx,

The VWnite House,

Washington, D. C.
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MEMO TO: Secretary licIntyre, The White House,
FROM: The National Mediation Board.

At your request, the National kediation Board submits the follow-
ing in connection with the rejection of the Emergency Board Report
' by the Chief Executives of the Five ‘ransportation Brotherhoods.
PRorosty Reeranze
' The Chief Executives of the Five Transportation Brotherhoods, Engineers,lonp cTofis

Firemen, Brakemen and Switchmen have advised that they have rejected the find- -
ings or conclusions of the Emergency Board I appointed under the provision of
Section 10 of the Railway Labor Act (the report was made public Nov., 5th) and
that Enginemen, Trainmen and Yardmen, will begin a nation-wide strike December

7, 1941."

"The Chief Executives of the rourteen non-operating railroad labor organ-
izations, i. e. Clerks, Shopmen, Telegraphers, Maintenance men, etc. have re-
Jected the findings of the Board, but have not threatened a strike or set a
date *..

"The Railroad Managements have accepted the Emergency Board Report.

"I have asked for further coal parleys and I now ask for further railroad
parleys. ‘'here must be no railroad strike, All disputes in the railroad in-
dustry have, for 15 years, been settled under the law —— the Railway Labor Act,
and it must not fail now,"

“The Railroads cannot operate without coal and the coal mine$ cannot operate
without the railroads. 'The National Defense Program is dependent,on both the
railroads and the coal mines,’

I have requested the representatives of the railroads and the employees
to meet at Chicago, ionday, lovember 17, 1941, and hold further conferences in
consideration of the kmergency Board Heport, and in the event the parties do
not come to an understanding, to arbitrate under the legal provisions of the
Railway Labor Act, so that orderly democratic principles may be followed,"

“It may be, if the three groups named in the proclamation creating the
Emergency Board are not successful in settling the dispute or disputes, that
several arbitration plans will have to be discussed under the provisions of the

Railway Labor Act, "

Respectfully submitted,
THE NATIONAL MEDIATLION BUAN,



MEMORANDUM

Tos Mr. Marvin He MoIntyre, Secretary to the President.
Frams National Mediation Board.
Date: November 15, 1941.

Subjeott Batkground Observations on the Current Railroad Labor Situstion

Basically, the appointment of the Emergency Board, in whose
recommendations both groups of railroad labor organizations-~those
representing the operating employees and those representing the non-
operating employees--are now voicing their diseppointment, had to be
created by the President because of the inability of the parties con-
cerned to campose their differences in direct conferences or in medi-
ations The railroads were willing to arbitrate, but the labor orgen-
izations were not, electing instead to precipitate the creation of en
Emergency Boarde Under these circumstances it is not unfeir to hold
that the employees should now abide by the recommendetions of the
Boarde This, however, they appear to be umwilling to do, alleging
all kinds of faults with the report of the Roard.

In this connection, it might be recalled that when Mre George
He Harrison same time early in September discussed the railroad labor
situation with the President and indicated that his group of labor or=-
ganizetions would not find it feasible to agree to arbitrate their
differences with the reilroads end that, as a consequence, & presiden-
tial Bmergency Board might have to be appointed, he suggested that
this would be preferable since the goverrmment would then be telling
the parties what would be expected of thems

The leaders of the train and engine service or operating em-
ployees have now authorized their constituents to strike begimning
December 7 for the purpose ostensibly of foreing more favorable cone
sideration from the reilroads than recommended by the Emergency
Boards The non-operating employees and their labor organizations have,
however, simply "rejected" the report of the Board but have not indi-
cated what they have in mind by wey of securing more favorable cone
sideration from the reilroadss The railroads, on the other hand, while
also expressing their disappointment in the awards of the Roard, have
nevertheless indicated their willingness to amccept its findingse

As matters stand at the mament, therefore, the reactions of
the principals irmediately concermed with the report of the Emergency
Board are all in and the position of each is clears The problem,
therefore, is what should be done with respect to the situation from

Iow Olle
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Chicago, Illinois,
fovember 12, 1041,

v, Noht. ’se Conle, Secty.,
Tational ‘lediation Loard,
Washington, D. C.
Dear Sir:
Zerewith, Tor the information of the llational
lledlatlon Doard, copy of commnication we Lave this

day addressed ©o the Preaident of the United States,

Yours wvery tiuly,

Ghiel knginear, Lill.

Incl,



G » Illinois.
November 12, 1941,

The President,
The White Houss,
wl.hmm' Ds Ca

Dear Mr, President

In our letter of November 7th your atten-
tion was directed to the action taken by the General Chair-
men of the five transportation brotherhoods re jecting the
recommendation of the Emergency Board in comnection with the
wage dispute between these organizations and the railroads.

In view of the fact that the loyes are now
compelled to pursus the o course left open to them or ae-
capt unfalr and t trea t, unless the employers can
be prevailed upon acknowlsdge the rights of the men, dates
have today been designated for a strike to become sfftective,

The employes represented by these organigations
are to mgn%- in 8 strlke on approximtely one-third of the
railroads at 6 AM Sunday, December 7; one-third at 6 AM Menday,
Degember 83 and the rema r at 6 AM Tuesday, Decenber 0,
19%1_.. We feel that you zhould be persomally advised of thia
AcULl O,

Respectfully yours,
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L SUNSET LODGE No. 55
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THE AMERICAN FEDERATION

,lt. AR W OF LABOR
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r A=Y November 8,1941.

Hon ¥.D.Roomevelt,
Pres,Unitea Statesn,
White House,
Viemshington D.C.

Vegr ir.Fresident;

Ihe emergency fact finding board appointed by you,
For the rgilroads have rendered thelr decision,which if put to
a secret ballot I am sure that g mgjority of the railroad emp
loyeea will accepta

I was gnd am still Divieion Chalirmen,that handled
the taking of atrike ballot in March on the vacation issue
and in September on the increase in pay the ballot was 100
per cent at that time for mstrike,since the board has rendered
their decision,the rame ones that vote for atrike are in fav
/ ‘ or of ablding by the decision of the boarde.

I would suggest in the interest of fthe old employ
ees,that have been working for the rsilroade 30 and 40 years
thst before the Union iearder= are allowed to call out these
men that you force them to take a secret ballot that will be
taken on the Company property,snd that a member from the Uni

n and 1 compant employee count the secret ballot.

The older railrosd employees during your adminis
tration,received the Railway labor Act,Railrosd Retirement,
&nd unemployment Insurance,and they all appericate these in
provements over past conditione,and al the present time I
feel that we can not lét you down and tie up Defense Produc
tion and we do not want to go on a STRIKE.

Yours 3Sincerel
Division Chairman e

Sunset Lodge #5656

Union Card #65

Texgs New Orleagns RR LidJlcVhirter
4202 Dauphine st
New Orlegns Lae.




Hon F.D.Roosevelt,
President,United States
Yhite House

Wlashington D0.C.

s Pws W a P






was placed to Mr. L. A. McWhirter, 4202 Dauphine Street, New
Orleans, Louisiana, to ascertain whether & letter dated Novem—
ber 8, 1941 addressed to the President of the United States
unsigned, but showing his type written name as the writer, was
authentie.

Mr. McWhirter advised that the failure to sign the
letter was en over sight and that the letter was legitimste.
He also advised that it expressed practically the umanimous
sentiment of all the men with whom he had discussed the rec—

ommendation of the President's Emergency Board,

..

November 13, 1941.
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./  THE WHITE HOUSE
\ A
WASHINGTON

November 19, 1941

AEMORANDUM FOR MR. DAVIL LEWIS:

To reaa and take into the Pres-

ident; and leave with him,



THE WHITE HOUSE
WASHINGTON

11-18-41

MEMORANDUYM FOR THE PRESIDENT:

'phoned me and re-

ported: M"WAfter a conversation last
night with W I believe

that if nine or ten Railroad Presidents

met with representatives of the Unions,
something will develop. I know there is

now a serious difference of opinion among
the Railroad Presidents on tihis issue. This
will take it off the Presiaent's back and

I believe something could be worked out."

¢
ot
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF GOMERNMENT REPORTS
WASHINGTON, D. C.

November 17, 1941

QFFICE OF THE DIRECTOR

CONFIDENTIAL MEMORANDIM T0 THE PRESIDENT:

Charles M. Hey, St. Louls, who represented the Brotherhoods
as attorney before the Railway Mediation Board in Chicago, tells me
the three things that offer possibility of preventing the strikes
are, in the order of their importance:

1. Eliminetion of the proposal that any agreement
shell be binding until the end of 1942. (This would leave
the regular processes of taeking up proposed chenges in contrscts
in effect, 88 provided under the Rellway Labor Act,)

2. Agreement by the roads not to bring up for medietion
during the emergency period controversies over rules, which
they have announced they will submit to mediation following
disposel of the wage disputes. (The men apparently fear
adverse changes in present rules.)

3. Some further ineresse in wages for the lower peid
men. (The Mediation Board apparently allowed a percentage
incresse, based on incressed cost of food, and the point is
made that this increased cost is as great in the case of the
lower paid men &s in the case of the higher paid men and can't
be 2 matter of percentage:)

Mr. Hey reports serious concern on the part of the
Brotherhood heads because & C.I,0. contrect (Automobile Workers)
with the Ford plent is giving certain men doing railrosd work for
Ford considerably better pey than the Brotherhoods have been able
to get for their men doing the same work. Brotherhood heads
indicate fear of & C.I.0. raid on their membership or & serious
drive to take the railroad unions into the C.I.0.

This is given to me by Mr., Hey as a friend of the Administre-
tion, which he has been.

Lowell Mellett
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‘ LV/Assncmﬂou OF AMERICAN RAILROADS
e TRANSPORTATION BUILDING
WasHINGTON. D. C.
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4. J. PELLEY

PRESIDENT 1 Fa
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¥
\- November 25, 1941.

My dear Mr. President:

This will acknowledge and thank you for your letter of today,
in which you advise, as the result of conference in relation to the railroad
problem, that you are, on your own motion, reconvening the Emergency Board,
and have requested the Board to commence its hearings on Friday, November
28th. '

You may be assured that the railroad representatives will be
ready to appear before the Board at that time for the presentation of their
side of the case.

Very sincerely yours,

M%
Honorable Franklin D. Roosevelt f

The President .
The White House
Washington, D. C.
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MEMORANDUM FOR THE PRESIDENT:

11-26-/41

Mr. David Lewis brought in this
memorandum, and says that he and the other
members of his Board think it important that
the President read.this before he meets with
the National Mediation Board, the members of
which arrive here during the morrow.

The hours of arrival are so
uncertain that it is believed safer to have
a meeting with the President sometime Friday
morning, if that meets with the President's
convenience and plezsure.

Mr. Eastman has also read and
approved the memorandum.
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The President
National Mediation Board
November 26, 1941

PENDING RAILROAD LABOR SITUATION
I.

From Mre David Je Lewis, who has been attending your conferences on
the pending railroad labor difficulties along with Messrs. Eastman, Meade,
end Fahy, the National Mediation Board understands that you plan to meet
with the Emergenoy Board tomorrow=--Thursday, November 27-=prior to the
time it will rehear the parties to the controversys. Our Board also under-
stands that representations have been made to you about the diversity of
opinion that prevailed among the members of the Emergency Board in Chicago
befaore they campramised thelr differences, that four members wanted to
recommend wage increases of 15 per cent and 15 cents, respectively, for
the operating and non-operating employees, that only one member was low,
and that the majority yielded to this individual in the interest of making
& unanimous report to you, with the result that prave injustice was done
to the employeess

The facts as regards this alleged diversity of opinion, as revealed
by the minutes of the Board for Ootober 28, 1941, are as follows:

: Position of Bach Board liember
2 ITS:POVELL: THOLPSONs BONBRIGHT 3 MORSE
Issues 1 1 t t t Chairman

Proposed wage raise should be ; 1 ! t $
for temporary period ending 1 Yes , 1 Yes 1 Yes : Yes : Yes
December 31, 1942 : t ? 3 t
Increase in wages for train t ! 1 !
and engine service employees i 5% to t 5% top '?-%;% t 7% t 107
(Johnston=lhitney group) e 2% 3 T2Y 4 : 1
Inorease in wages for non=- 1 1 t 1 1
operating employees t 5¢ to 1 5{.’ tor The + 1o¢g 1 12¢
(Jewell=-Harrison group) s T t Tad 3 : t
Vacations with pay t Lwk t lwk: 1wk 1 1wk 1 7 days

1t of 6 s of 6 ¢t of 6 3 of B 1

t days 1 8 ¢ days 1 days 1
Minimum hourly weges t 45¢ 1 457 1 46¢ 1 45¢ T
Date recommendations should 1 Sepbe 1 Septe:r Sept. 1 Septs 1 Septe
be effective t 1, s o : 1, T 1S g 1,

t 1941 ; 1941 ; 1941 : 1941 : 19

First, you will note that there was virtual unanimity emong the mem-
bers on four issues, namely: 1l temporary period of wage raises; 4, vaca-
tions with pay; 5e minimum hourly wages; and 6, date recommendations should
be effectives Second, you will note that on the wage issue (2. and 3.) the
divergence in reality was chiefly between one member--Chairman Morse-=and



2e

the four remaining members, the majority, who wanted to give less than he
proposeds The compromise finally reached in reality, except for ome item
(10 cents for the non-operating employees), therefore was more than what
the majority felt should be recommended.

II.

The Emergency Board, which sat in this case, was constituted of men
of outstanding integrity and independence of thought. Its eppointment by
you was heralded with great acoclaim, and the hearings before the Board will
attest to the confidence the parties manifested in the Board.

It is our view, if the recommendations of the Emergency Board are
now to be reviewed by it in the light of the situation which has arisen
since it reported to you on November 5, 1941, that the status of the Board
as an independent judicial body voieing its own views on the record before
it should be most carefully maintained. If any other impression should be
created, it would, we fear, have unfortunate results for the future, and
the reactions, so far as individual members of the Board are concerned,
might also be dangerouse

The possible creetion of such an impression could be wholly avoided
if a representative of the railroads--Mr. Fred J. Gurley (who has been act-
ing as Chairmen of the Railroads' Conference Committee)--and two represente-
tives of the employees--Messrs. Alvanéy Johnston end B, if, Jewell (who have
been acting, respectively, as Chairmen of the Employees! Conference Com-
mittees) meet at the same time you meet tamorrow morning with the Emergency
Board e realize, however, that you may prefer to see the Board alone.
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November 26, 1941

The Hemorable Franklin D, Roosevelt
The Fhite House
mn‘hl, b. C,
My dear Mr. President:
Some of the Washington correspondents indicate that you may

bave had the Bailway Labor Agt in the back of your mind in considering

In that case you will likely have drawn WILLIAM M. LERSERSGN
senior member of the National Labor Relations Board, into your counsels,

Lf not, let me suggest that you do.

My suggestion is the quintessence of what might immediagely

ssrve you out of our six months canvass orwlm
Mmuﬁm“lmmlﬂlﬁﬁmmmw

THE ARSENAL FOR DEMOCRACY. (Attached)

Last week, Mr. Lubin expressed his warm appreciation of the

project; and would, I feel sure, be sympathetic also to this suggestion
of mine,

For Leiserson has long been mulling over the need for what he
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calls an "articulated system® of our “meehanisms® for labor relations,
We counted ourselves altogether fortumate in geotting him to freshly-mint

nle experience and thinking in a full length appraisal of The Publio and
Jabor Relations (page 611),

In this (in advance of the captive mine glash) he reviewed the
situation in widch the half hundred federal and state agencles attempt~
ing to deal with industrial coatroversies have found thempelves; and the
gaps anc twilight mones between negotiation, conciliation, mediation and
arbi tration, Nor was he by any means merely negative,

With the old War Labor Board as backdrop, and the Railway Labor
Act as measuring rod, he analymed tools, procedures, stages and also
methods for bringing these into being that earry confidenese with manage-
ment, labor and the publie,

Thimbing it through, you would find his treatment refreshing
and réinforeing. But even mors, you would find him at onge a eanny and
creative counselor as controversy in Congress may beat uponhext steps
in this field, and as dour and haywire proposals may be injected into
the debate if not ints the lagislation itself,

Binﬂrlly.

Paul Kellogg

pk 5 e
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rmnm",ulmrmlmuthwttm, the demand for
m-m---mwmﬂmnﬁmmm
(New York), he was sovering four, as I recall it, before he was through,

H-m-hnnmhhrudjuhnhhhrldludqn
He wrote the sbarter for labor relations under the TVA,

He had handled some of the toughest situations in railroud labor relations
when you transferred him to the MLiB,

But Leisersen ls mere thas as a0e asgoilator, couciliator, mediater or what
have you, Mere than an effestive administrator, or a deep-reashing philos~
opher in tals flald,

In his structural grasp of the fagtors and procsdurea involved, his is the

by assoeiation with him goes back to our Pittsburgh Survey days together,
Anda in our editorial work we have repeatedly tapped his agumen,

Thus in the mid-thirties, at the time of the sit-down strikes, we enlisted

hiz to write for our Survey Uraphig an article which compared the seasoned
federal scheme coveriny labor relations in interstate commerce with frag-
wentary and improvised government ageneies of that sort when it came to
industry as & whole.

b 4 x x

Only this year, Mr. WILLIAM li, DAVIS, chairman of the National Defense
Mediation Boardj Mr. SIDNEY HILLMAN, sssociate direetor general, OPM} and
Er, LEISERSON were three of our chief counselors in shaping the fifth of

our CALLING AMERICA serio: of Survey Graphig, Aes you will see =

lMr, DAVIS leads off the mumber with a luminous portrayal ef the organie
principles and processes that offer alternatives to resort to raw foree
in the economic field; or raw legislative compulsion,
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Ny, HILLMAN leads off the sestion on Labor with his trenchant faith
in the dempersatie process of evolving, rather than premounging -
labtor poliey,

h.mﬂm,inhmludunrrthm“mtﬂthm
overall analysis which concluded as follows!

NANTED: A National Labor Relstions Syates

This mmrlhulduknplunthltﬂlthad-ﬂtluflpﬂ-
manent nationmal pelisy for maintaining stabls lubor relations and
settling disputes pevacefully are now available in various agenoies
of the federal and state governments, What remeins to be done i
to unify the federal machinery inte a national systen, with state
and local hook-ups. hlthilulhfor-utnfm:lu
pelieivs governing mediation, arbitration, and investigation of
labor disputes, together with apprepriate adwinistrative regula-
tions,

Congress may promulgate such a oode, a8 it did whea it imple-
mented caghinery for protesting organization and bargaining rights
in the Matloual Labur Reiations Agt, Grthuhﬂwhlmm
by administrative astion of the government after agreament with repre-
sentulives of labor and mansgewsnt, &3 »as dene iz estabiirhing the
¥ar Labor Board, The main patterns already have been drewn in the
provislons of the Rsilway labor £ot and the New York Mediation Agt,

Unlese o unified, articulated system of labor relations' xeoahe
anisms is built on these patterns, there will continue to be wuch
"setivity” in labor situstions® by many kinde of mediation eontrive
ances, but thers will be as many strikes as ever, BSuch contrivangss
ere usefu) in seitling strikes; only a carefully designed mystom of
adjustment sgencies, operating on preventive pringiples and policies,
can settle labor disputes before they break out into strikes, Only
#0 can ws maintain peaceful industrial velations,
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FOI. THE FREES IMVETTATE RELEACE DECEVBER 2, 1941

The President received this afterncon the following
resume of the ajreement between the President's Emergency
Board and representatives of the various erganizations in-
volved in the threatencd rallway strike:

"December 2, 1941

"The President
The Lhite House

"ir. Presidenti

-"Your Emérgency Deard is honored and pleased to report to
you that its proposals foi* a mediation settlement of the threat-
cned railway strike have Lesn agccepted or acquiesced in by the
representatives and'spokesren for the contending parties.

"It will be neceseary for the representatives of some of the

. labor organizations to submit the proposed settlement to meetings
of their general chairmen fof final approval. These meetings
#ill be held in Chicago on Ducember 4.  However, your Emergency
Board has been assured that the representatives of thase orpaniza-

2 tions who participated in the mediation nepotiations 141l recom-
mend the apprecval of the proposels conteined in the mediation
agrecrent. Ve are confident that the specific proposals for
settlement of the reilway dispute vhich we submitted to the
rarties will be formelly approved without chenge by all of the
parties, The railroad officials have already sceeptud the
mediation proposals.

"The provisions of the mediation svttloment are as follows:

"(1) A1l wage increases set forth in the mediation agreenent
shall be inereascs in basie rstes of poy and not tumporary Wage
increasts. You will nota that the Doard's recommendstion on this
point in its Puport of November b, 1941 was thal wage increascs
should be for & tumporary period running to secember 51, 1842, at
which date the wage structure of the incustry should be reviewed
in light of the then existing cconomic conditions of the industry
anc of the country.

The eerriers apreed in the mediation nepotiations to increases in
basic rates of poy on condition that the railwey labor organizations
would in turn sgrec to 2 soratorium for the period of the national
mErigcncy on proposals for chenges in rules. This moratorium creates-
dual cbligstions in that both labor and menagement ggree that they
will not pruss for rules chenges durdng the amergency pericd. The
exaet doteils and conditions of the agroement for & moratorium sre to
bu worked out by thu parties in accordance with the turms s ex-
Pressed to the Emorgency feard during the mediztion negotiations,

"(2) The retrosctive datus for weage inereases sholl be as fol-
lows:

(a) The employeus shzll roccdve retrosetive pay for the
pericdrslrom September 1 to Lueember 1, 1941, said
rutrocetive psy bosed upon the wage recommendations
a5 sut forth in the Emerpancy Board's Report of
Movembur 5, 1941,

(b) The pay inerezsus provided for in the mediation EErGa—
ment shall be effcetive Decembor 1, 1841,
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The wage increases provided for in the mediation agreement are;

(a)

(b)

(c)

The Five Operating Organizations snall receive a wage
increase of 9% cents per hour in basic hourly wa.e rates.
Translated in terms of an increase per day this amounts
to an addition of 79 ecents per day.

The employees of the Fourteen Cooperating Organizations
shall receive an increase in basic hourly wage rates of
ten cents per hour, or a basic aaily waze increase of
80 cents.

The 10 cents per hour increase lor the omployees of tie
Fourteen Cooperating Organizations shall apply also to
the wuployces of the nuilway Express Agency.

Your attention is called to the fact that the spokasmen for
the Rallway Express Agency wino participated in the mediation
fegotiatlons have informed the Board that the Rallway
Bxpress Agency will not agzrees to a mediation settlement
zalling for a wage increase of 10 cents per hour for its
euployecs. However, inssmucn as all of the other employer
groups have agreed to such a wage inerevass; and in 1light
of the fact tnut tnu representatives of the employees

have Lsourcd tic PBoard tnat they will recommend to their
mon wn dceuptance of the proposed medistion settlement and
the calling off of the striks, it is the view of the Board
that the management of the hailway Express Ageney snould

bi requested to join in tho meaiztion settlement.

It should be distinctly undurstood by you that'the Board
makes the above suzgestion simply becouse it belicves

tnet & bolaneing of 211 intercsts warrants it. It should
be remsmburcd by cll concerned that mediation negotiations
are charseterized primsrily by principles of compromise,
The waployev zroups, as well as the cuirriers, made many
concussions and offvred many compromiscs which econstituted
rucessions from orizincl positions, It would seem best
uncer A1 the cireumstinces for the Railway Express Agoney
to become & purty to the medistion settlement, However,
it sppears that the Railway Bxpross Agency belioves that
it can mule a nore satisfactory settlement by nugotiations,
even though such 4 poliey may involve the risk of & strike
of lts umployucs,

We eall your sttention to the fuet that the Ruilway Express
Ag=ncy constitutes but & very smell portion of the employer
intorusts involved in this disputs. Purthermore, it is to
bk notud that tne other carriur groups did not insist that
the completion of & mediation suttlemunt be held up until
e ullvwey Expross Agency could negotiate what it con-
sigered to be & better settlument or could sce its way
elear to Join in tie meadation suttlement which the other
carrivrs were willing to accept.

It also shoula be stuted thut the Roilway Express Agency
iz 4 financiul subsldiury in 21l practieal effects to the
carrier orgunizations, wnd hence the Board fult that
thure shéuld not bie wny further deley in settling the
major uisputes until suen time as the Railwey Expruss
Agency might see fit to join in the settlement. or
negoticte another onc. This viuw was shared by the
othur carrisrs.
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However, as wa shall state in our official Report which
will be submitted to you temorrow, there is a marked
difference betweer what your ¥mergency Board has aspproved
as a mediation settlement and what 1t would recommend on
the basis of the formal record submitted to it by the
parties at the long hearings in Chicago from September

16 to October 22, 1041, and at the two-day reargument

in Washington, November 28 and 29, 1941,

As the Board stated to the parties yesterday, it is still
of the opinion that all of the major recommendations set
forth in its Report of lovember 5, 1841 are amply supported
by the officinl record, and flow from an application to
that record of the "preponderance-of-the-gvidence" test,
Thorefore, if the Railway Express Agency issue were to be
detarmined on the basis of the formal record, the Board
would reiterate the recommendation which it made in its
Report of Novimber 5, 1941,

"(4) The recommendztion in the Report of November S, 1941 that there
shall be a vacation of six consecutive work drys with pay for all employees
in the Fourtecn Coopernting Organizations who work substantially through-
out the yarr, or who are attached to the industry as a result of rsssonably
continuous employment, shall ke approved, with the additional provision
that employees in the Clerk and Telegrapher classifications who have
glven two yrears of service shall receive a nine day vacation with pay,
and those who have a record of three Jears of service or more shall
receive an annual vacation of twelve days with pay. It has been agreed
by the parties'that the details covering the rules, conditions, and
arranpements which shall govern the granting of vacations shall be worked
out by the parties in negotiations immediately following the aceceptance
of the mediation settlament,

The parties have agreed with the Emargency Board that if thev are
unable to reach an apreement within a reasonable time upon all the
detnils of the vaeation proposal, they will submit all disagreements
to 2 member of the bBoard selected by them, or to some other third party
agreed to by them, for finsl settlement. They have agreed that the
decision of any such referee shall he binding upon them as to vacation
arrangements and as to the formula which shall detormine what particular
employees shall reeeive vaeations,

"(5) The wape increases provided for in the mediation settlement shrll
apply to 2ll of the Ci~ss II and Class ITI railroads represented in the
Chicago hearings by the Cerrier Conference Committees, However, the wage
increnses shzll not be made zpplicable to the so-called Short Lines which
were not represented by the Corriers' Confarcnce Committces, and which did
not join with the carriers in a national handling of their disputes,

For the most part these Short Lines were those represented by Mr, C, A,
Miller and Hr, J. I, lood.

As to thes: latter Short Lines, the rucommendntions eovering thom as
set forth in the Hnergency Board's Report of November S, 1841, shall
continue to povern the finsl sottlement of their disputes., Briefly, this
neans thet a basic minimum wage of 40 econts per hour shall be fixed for
their employees, snd such other wage incresses as can be agrecd upon through
direct negotistions between manegement and the omployeses or which are
arrived st throurh the future operations of the procudurss of the Reile
vy Labor Act shell govern.

The Poard is satisfied that the employees of the Short Lines should
receive sone incresse in wnges at this time, But in view of the fact
that thare sre so many differences between the Short Lines snd the Class T
reilrords, and because in the opinion of the Board it hes pever had
presented to 1t sufficient evidence or informntion to justify its moking
A specific recommendation on the smount of the mage inerease which should
ba granted to the employees in the Short Lines, it has taken the pesition
that the matter should be reforred to the perties for further negotiations,
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. "The Board is satisfied that the parties themselves should have
little difficulty in reaching a negotiated wage settlement for the
Short Lines, but if they should become deadlockad over it, the procedures
of the Railway Labor Act are available to tham,

"The foregoing, ir. Prosident, is a brief resume of the provisions
of the mediation settlement which was submitted to the parties by the
Beard late yesterday afternoon, It is submitted to you at this time
because the Board appreciates the fact that it is important that an
early release announcing the orovisions of tha settloment should be
made to the American people,

"This letter will be followed by a much more detailcd report which

the Board hopes to have ran;d.{ for submission to you somctine Wednesday,
Doceamber 3, The final Report of the Board will set forth the Con—

clusions which it ruached on the record of the reargument hearings,
and the conclusions which it reached in the iediation proceedings,

"The partics are continuing to work with the Board in the prepara—
tion of a formal mediation agreenent based upon the provisions of
settlement which tho Board submittod to them yesterday, The formal
agreament will undoubtedly be sipgned by the partics later on this week,

"ou will find attached a copy of the transcript of record which
was made at the final mediation scssion. It contains the proposals
of the Board and the committmunts of the sertics,

"It should be said that neither side abtainsd all that it wanted
out of the mediation procecdings, but it was gratifying to ace that all
of them recognized that when they went into mediation it was essential
that they demonstrate a willingniss to compromise their diffurcnces and
adopt a give and talw policy,

"Their attitudes and sinc:re eofforts to reach a settlement which
characterized all of their relalions with tho Board during modiation
are a eredit to thawselvss and their principils, and their final
willingness to join in the scttlement represotte a distinet serviee
to their country in this time of griéat emeriyoncy.

"kr. President, your Board awaits your furthor plausure,

Yours resmectfully,
viayne L. werse, Chairman
Thomas Recd Powell
James C, Bonbright

Joseph H, Willits

Huston Thompson

PRESIDENT'S E{ERGENCY HOARD™

L T T e



2 PSF; Rastbrond,

HIETROER ﬂ‘},} ‘Lj_lj".f
BERGENCY BOAHD REPORT - POTINS I
1, Addition to pay temporary - not basic, except for minimun rates.
2. Rates effective September 1, 1941 — expire December 1, 1942,
3. Five Operating Brotherhood employees 73% increase.
4+ 14 Cooperating Labor Crganizations' employees 9¢ per hour increase,
5. &Shortline Basic Linimim Wage LO¢ per hour minimum,
Other Rallroads — minimum wage 45¢ per hour,including Express Agency
6. Express Agency Bmployees increase 7&¢ per hour.
7« OSome increase for employses of Shortlines should be agreed upon
among the parties.
8. Six-day wvacations for employees represented by 1. Cooperating Organizaticns.

Modification of Hules referred to parties for negotiations, ste.
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THE RAILWAY LABOR ACT
=

Being An Act To prﬂf‘ﬁg for the prompt disposition of disputes
between carriers and their employees and for other purposes

(U. B. Code, Title 45, Chapter 8)*

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assem bled,

TITLE I:
DEFINITIONS
Secrion 1. When used in this Act and for the purposes of this

Act—

First. The term “carrier” includes any express company, sleeping-
car company, carrier by railroad, subject to the Interstate Commerce
Act, and any company which is directly or indirectly owned or con-
trolied by or under common control wit any carrier by railroad and
which-operates any equipment or facilities or ierfcrms any service
(other tﬁgn trucking service) in connection with the transportation,
receipt, delivery, elevation, transfer in transit, refrigeration or icing,
storage, and handling of prc(-fmrt. transported by railroad, and any
receiver, trustee, or other in i‘-’i(ﬁlﬂ] or body, judicial or otherwise,
when in the possession of the business of any such “carrier”: Ppo-
vided, however, That the term “carrier” shall not include any street,
interurban, or suburban electric railway, unless such railway is oper-
ating as a part of a general steam-railroad system of transportation,
but shall not exclude any part of the general steam-railroad system
of transportation now or hereafter operated by any other motive
power. The Interstate Commerce Commission is hereby authorized
and directed upon request of the Mediation Board or upon complaint
of any Eartjr interested to determine after hearing whether any line
operated by electric power falls within the terms of this proviso,

Second. The term “Adjustment Board” means the National Rail-
road Adjustment Board created by this Act.

* Third. The term “Mediation Board” means the National Media-
tion Board created by this Act.

! (Public, No. 267, 60th Cong.) (H. R. 0463) : (Approved May 20, 1028), The Rallway
Labor Act (44 Btat. L. 577).

(Public, No. 442, T3rd C© ?‘.} (H. R. 9&5121 An_Act to amend the Rallway Labor
Act approved May 20, 19268, (Approved June 21, 1934.)

That Beetlon T of the Rollwny Labor Act 18 amended to rend ns follows : (Followed
B;Eute:t governing carrlers by railroad and related transportation agencles,) (48 Btat. L.

*Title II, {Publle, No. 487, T4th Cong.) (8. 2408), An Act to amend the Rallway
Labor Act, (A?pmmd Apr, 10, 1936.)

That the Rollway Labor Act, approved May 20, 1028, as amended, hereln referredd to
ng 'Title 1" {8 hereby further nmended by Anserting after the enncting clanse the
caption “Title I'* and blév adding the following Title 1T, (Followed by Title IT governing
air carrlers.) (48 Staf, L. 1185.)

116860—37 1
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Fourth. The term “commerce” means commerce among the several
States or between any State, Territory, or the District of Columbia
and any foreign nation, or between any Territory or the District of
Columbia and any State, or between an Territory and any other
Territory, or between any Territory and the District of Columbia, or
within any Territory or the District of Columbia, or between points
in the same State but through any other State or any Territory or
the District of Columbia or any foreign nation.

Fifth. The term “employee’ as used herein includes every person
in the service of a carrier (subject to its continuing anthority to
supervise and direct the manner of rendition of his service) who
performs any work defined as that of an employee or subordinate
official in the orders of the Interstate Commerce Commission now
in effect, and as the same may be amended or interpreted by orders
hereafter entered by the Commission pursuant to the authority
which is lereby conferred upon it to enter orders amending or
interpreting such existing orders: Prowided, however, That no occu-
pational classification made by order of the Interstate Commerce
Commission shall be construed to define the crafts according to
which railway employees may be organized by their voluntary
action, nor shall the jurisdiction or powers of sue employee organi-
zations be regarded as in any way limited or defined by the provisions
of this Act or by the orders of the Commission,

Sixth. The term “representative” means any person or persons,
labor union, organization, or corporation designated either by a
carrier or group of carriers or by its or their employees, to act for
it or them, ’

Seventh. The term “district court” includes the Supreme Court
of the District of Columbia; and the term “cireuit court of appeals”
includes the Court of A peaﬁa of the District of Columbia.

This Act may be citec{) as the “Railway Labor Act.”

SEC. 2. Section 2 of the Railway Labor Act is amended to read

as follows:
“GENERAL PURPOSES

“(1) To avoid any interruption to commerce or to the operation of
any carrier engaged therein; (2) to forbid any limitation upon free-
dom of association among employees or any denial, as a condition of
employment or otherwise, of the right of employees to join a labor
organization; (3) to provide for the complete independence of car-
riers and of employees in the matter of self-organization; (4) to
provide for the prompt and orderly settlement of all disputes con.
cerning rates of pay, rules, or working conditions; (5) to provide for
the prompt and or&c:-l_v settlement of all disputes growing out of
grievances or out of the interpretation or application of agreements
covering rates of pay, rules, or working conditions,

“GENERAL DUTIES

“First. Tt shall be the duty of all carriers, their officers, agents,
and employees to exert every reasonuble effort to make and maintain
agreements concerning rates of pay, rules, and working conditions
and to settle all disputes, whether arising out of the application of
such agreements or otherwise, in order to avoid any interruption to

3

commerce or to the operation of any carrier wing out of any
dmputa between the carrier and the employees lﬁomaf. '

“Second. All disputes between a carrier or carriers and its or
their employees shall be considered, and, if possible, decided, with
all e tion, in conference between representatives designated and
authorized so to confer, respectively, by the carrier or carriers and
by the employees thereof interested in t dispute,

“Third. Representatives, for the purposes of this Act, shall be
designated by the respective parties without interference, influence,
or coercion by either party over the designation of representatives
by the other; and neither party shall in any way interfere with,
influence, or coerce the other in its choice of re resentatives, Rep-
resentatives of employees for the purposes of tﬁis Act need not

ns in the employ of the carrier, and no carrier shall, by inter-

ence, influence, or coercion seek in any manner to prevent the

de.mi:;atmn by its employees as their representatives of those who
or which are not employees of the carrier.

“Fourth. Employees shall have the right to organize and bargain
collectively through representatives of their own choosing, The
majority of any craft or class of employees shall have the right
to determine who shall be the representative of the craft or class for
the purposes of this Act, No carrier, its officers or agents, shall
deny or in any way question the rigin: of its employees to join,
organize, or assist in organizing the labor organization of their
choice, and it shall be unlawful %or any carrier to interfere in any
way with the organization of its employees, or to use the funds of
the carrier in maintaining or assisting or contributing to any labor
organization, labor representative, or other a ney of collective bar-
gaining, or in performing any worlk the-ra%;r, or to influence or
coerce employees in an effort to induce them to join or remain or
not to gnm or remain membBers of any labor organization or to
deduct from the wages of employees any dues, fees, assessments, or
other contributions payable to labor organizations, or to collect or to
assist in the collection of any such dues, fees, assessments, or other
contributions: Provided, That nothing in this Act shall be construed
to prohibit a carrier from i:ermitting an employee, individually, or
local representatives of employees from conferring with management
during working hours without loss of time, or to prohibit a carrier
from furnishing free transportation to its employees while engaged
in the business of a labor organization.

“Fifth. No carrier, its officers, or agents ghall require any person
gagkmg emplc}yrpqnt to sign any contract or a ment promising to
oin or not to join a_ labor organization: unc{ if any such contract

as been enforced prior to the effective date of this Act, then such
carrier shall notify the employees by an appropriate order that such
contract has been discarded and is no longer binding on them in any
way.

“Sixth. In case of & dispute between a carrier or carriers and its
or their employees, arising out of grievances or out of the interpre-
tation or application of agreements concerning rates of pay, rules
or working conditions, it shall be the duty of the dESignntEd‘repm:
sentative or representatives of such carrier or carriers and of such
employees, within ten days after the receipt of notice of a desire on
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the part of either party to confer in respect to such dispute, to
s Eci};}' a time and placj; at which such conference shall be held:

rovided, (1) That the place so specified shall be situated upon the
line of the carrier involved or as otherwise mutually agreed upon;
and (2) that the time so specified shall allow the designated con-
ferees reasonable opportunity to reach such place of conference, but
shall not exceed twenty days from the receipt of such notice: And
provided further, That nothing in this Act shall be construed to
supersede the provisions of any agreement (as to conferences) then
n effect between the parties,

“Seventh. No carrier, its officers, or agents shall change the rates
of pay, rules, or working conditions of its employees, as a class as
embodied in agreements except in the manner prescribed in such
agreements or in section 6 of this Act, : .

“Eighth. Every carrier shall notify its employees by printed
notices in such form and ted at such times and places as shall
be specified by the Mediation Board that all disputes between the
carrier and its employees will be handled in accordance with the
requirements of this Aect, and in such notices there shall be printed
verbatim, in large type, the third, fourth, and fifth paragraphs
of this section. The provisions of said paragraphs are hereby made
a part of the contract of employment hetween the carrier and each
employee, and shall be held binding npon the parties, regardless of
any other express or implied agreements between them.,

“Ninth, If any dispute shall arise among a carrier’s employees as
to who are the representatives of such employees designated and
authorized in accordance with the requirements of this Act, it shall
be the duty of the Mediation Board, upon request of either party to
the dispute, to investigate such diszzuta and to certify to both parties,
in writing, within thirty days after the receipt of the invocation
of its services, the name or names of the individuals or organizations
that have been designated and authorized to represent the employees
involved in the dispute, and certify the same to the carrier. pon
receipt. of such certification the carrier shall treat with the repre-
sentative so certified as the representative of the eraft or class for
the purposes of this Aet. In such an investigation. the Mediation
Board shall be authorized to take a secret ballot of the employees
involved, or to utilize any other np]ismpriate method of ascertaining
the names of their duly designated and authorized representatives
in such manner as shall insure the choice of representatives by the
employees without interference, influence, or coercion exercised by
the carrier. In the conduct of any election for the purposes herein
indicated the Board shall designate who may participate in the
election and establish the rules to govern the election, or may appoint
A committee of three nentral persons who after hearing shall within
ten days designate the employees who may participate in the election.
The Board shall have access to and have power to make copies of the
books and records of the carriers to obtain and utilize such informa.
tion as may be deemed necessary by it to earry out the purposes and
provisions of this paragraph,

“Tenth, The willful failure or refusal of any carrier, its officers,
or agents to comply with the terims of the third, fourth, fifth, seventh.
or eighth paragraph of this section shall be a misdemeanor, and upon
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conviction thereof the carrier, officer, or agent offending shall be sub-
ject to a fine of not less than $1,000 nor more than $20,000 or inlpris-
onment for not more than six months, or both fine and imprisonment,
for each offense, and each day during which such carrier, officer, or
agent shall willtully fail or refuse to comply with the terms of the
said paragraphs mfy this section shall constitute a separate offense.
It shall be the duty of any district attorney of the United States to
whom any duly designated representative of a carrier's employees
may apply to institute in the proper court and to prosecute under
the direction of the Attorney General of the United tates, all neces-
Sa.lé‘y‘ Frﬂcmdings.fur the enforcement of the provisions of this section
and for the punishment of all violations thereof and the costs and
expenses of such prosecution shall be paid out of the appropriation
for the expenses of the courts of the 'L?nited States: Provided, That
nothing in this Act shall be construed to require an individual
employee to render labor or service without his consent, nor shall
anything in this Act be construed to make the uitting of his labor
by an individual employee an illegal act; nor shall any court issue
any process to compel the performance by an individnal employee
of such labor or service, without his consent.”

: ]SIEG. 3. Section 3 of the Railway Labor Act is amended to read as
ollows :

“NATIONAL BOARD OF ADTUSTMENT—GRIEVAN CES—INTERPRETATION OF
AGREEMENTS

“Sec. 8. First. There is hereby established a Board, to be known
as the ‘National Railroad Adjustment Board’, the members of which
shall be selected within thirty days after approval of this Act, and it
is hereby provided—

“(a) That the said Adjustment Board shall consist of thirty-six
members, eighteen of whom shall be selected by the carriers and
eighteen by such labor organizations of the employees, national in
scope, as have been or may be organized in accordance with the pro-
visions of section 2 of this Act.

“(b) The carriers, acting each through its board of directors or
its receiver or receivers, trustee or trustees, or through an officer or
officers designated for that purpose by such board, trustee or trustees,
or receiver or receivers, shall prescribe the rules under which its rep-
resentatives shall be selected and shall select the representatives of
the carriers on the Adjustment Board and designate the division on
which each such representative shall serve, but no carrier or system
of carriers shall have more than one representative or any division
of the Board,

“(c) The national labor organizations, as defined in paragraph
(a) of this section, acting each through the chief executive or other
medium designated by the organization or association thereof, shall
prescribe the rules under which the labor members of the Adjust-
ment Board shall be selected and shall select such members and
designate the division on which each member shall serve; but no
labor organization shall have more than one representative on any
division of the Board.
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“(d) In case of a permanent or temporar vacancy on the Adjust-
ment Board, the vacancy shall be filled by selection in the same
manner as in the original selection,

X
“(e) If either the carriers or the labor organizations of the &ém¢” g

loyees fail to select and designate representatives to the Adjustment
anrd, as provided in paragraphs (b) and (c) of this section, respec-
tively, within sixty days after the passage of this Act, in case of 31'3'
original appointment to office of a member of the Adjustment Board,
or in & case of a vacancy in any such office within thirty days after
such vacancy occurs, the Mediation Board shall thereupon directly
make the appointment and shall select an individual associated in
interest with the carriers or the group of labor organizations of
employees, whichever he is to represent,

(f) In the event a dispute arises as to the right of any national
labor organization to participate as per paragraph (c¢) of Iir‘:is section
in the selection and designation of the labor members of the Adjust-
ment Board, the Secretary of Labor shall investigate the claim of
such labor organization to participate, and if such elaim in the
judgment of the Secretary of Labor has merit, the Secretary shall
notify the Mediation Board accordingly, and within ten days after
receipt of such advice the Mediation Board shall request those
national labor organizations duly qualified as per paragraph (¢) of
this section to participate in the selection and designation of the
labor members of the Adjustment Board to select a representative,
Such representative, together with a representative likewise desig-
nated by the elaimant, and a third or neutral party designated by
the Mediation Board, constituting a board of three, shall within
thirty days after the appointment of the neutral member investigate
the claims of the labor organization desi ring participation and
decide whether or not it was organized in accordance with section 2
hereof and is otherwise properly qualified to articipate in the selec-
tion of the labor members of the Adjustment oard, and the findings
of such boards of three shall be final and binding.

“(g) Each member of the Adjustment Board shall be com en-
sated by the party or parties he is to represent. Each third or
neutral party selected under the provisions of (f) of this seetion
shall receive from the Mediation %oard such compensation as the
Mediation Board may fix, together with his necessary traveling
expenses and expenses actually incurred for subsistence, or per diem
allowance in lieu thereof, subject to the provisions of law applicable
thereto, while serving as such third or neutral party. -

_“(h) The said A%]ustment Board shall be composed of four divi-
sions, whose proceedings shall be independent of one another, and
Ehﬁ said divisions as well as the number of their members shall be as

ollows:

“First division: To have jurisdiction over disputes involving train-
and yard-service emilayees of carriers; that is, engineers, firemen,
hostlers, and outside hostler helper conductors, trainmep, and yard-
service emﬁluvnes. This_division shall consist of ten members, five
of whom shall be selected and designated by the carriers and five of
whom shall be selected and designated by the national labor organi-
zations of the employees.

it

“Second division: To have jurisdiction over disputes involvin
machinists, boilermakers, blacksmiths, sheet-metal workers, electrica
workers, car men, the helpers and apprentices of all the foregoing,
coach ufaaners, power-house employees, and railroad-shop laborers.
This division shall consist of ten members, five of whom shall be
selected by the carriers and five by the national lnbor organizations
of the employees.

“Third division: To have jurisdiction oven disputes involving
station, tower, and telegraph employees, train dispatchers, main-
tenance-of-way men, clerical employees, freight handlers, express,
station, and store employees, signal men, sleeping-car conductors,
sleeping-car porters, and maids and dining-car employees. This
division shall consist of ten' members, five of whom shall be selected
by the carriers and five by the national labor organizations of
employees.

“Fourth division: To have jurisdiction over disputes involving
employees of carriers directly or indirectly engaged in transportation
of passengers or property by water, and ‘all other employees of car-
riers over which jurisdiction is not given to the first second, and
third divisions, 'llhis division shall consist of six l]’lﬂmi]F.l‘S, three of
whom shall be selected by the carriers and three by the national labor
organizations of the employees,

‘(i) The disputes between an employee or group of employees
and a carrier or carriers growing out of grievances or out of the
interpretation or application of agreements concerning rates of pay.
rules, or working conditions, including cases pending and unad-
justed on the date of a proval of this Aect, shall be handled in the
usual manner up to B.I'KF including the chief operating officer of the
carrier designated to handle such disputes; but, failing to reacl an
adjustment in this manner, the disputes may be referred by petition
of the parties or by either party to the &Ppmpl'iate division of the
Adjustment Board with a full statement of the facts and all support-
ing data bearing upon the disputes.

‘(j) Parties may be heard either in person, by counsel, or by other
representatives, as they may respectively elect, and the several divi-
sions of the A.cij ustment Board shall give due notice of all hearings
to the employee or employees and the earrier or carriers involved in
any disputes submitted to them.

“(k) Any division of the Adjustment Board shall have authority
to empower two or more of its members to conduct hearings and
make findings upon disputes, when properly submitted, at any place
designated by the division: Provided, however, That final awards
as to any such dispute must be made by the entire division as here-
inafter provided.

“(1) Upon failure of any division to agree upon an award because
of a deadlock or inability to secure a majority vote of the division
members, as provided in paragraph (n) of this section, then such
division shall forthwith agree upon and select a neutral person. to
be known as ‘referee’, to sit with the division as a member thereof
and make an award. Should the division fail to agree upon and
select a referee ‘within ten days of the date of the deadlock or
inability to secure a majority vote, then the division, or any member
thereof, or the parties or either party to the dispute may certify that
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fact to the Mediation Board, which Board shall, within ten days
from the date of receiving such certificate, select and name the referee
to sit with the division as a member thereof and make an award.
The Mediation Board shall be bound by the same provisions in the
appointment of these neutral referees as are provided elsewhere in
this Act for the appointment of arbitrators and shall fix and pay the
compensation of such referees.

" (lln} The awards of the several divisions of the Adjustment Board
shall be stated in writing. A copy of the awards shall be furnished
to the respective parties to the controversy, and the awards shall
be final and binding upon both parties to the dispute, except insofar
as they shall contain a money award. In case a dispute arises in-
volving an interpretation of the award the division of the Board
upon request of either party shall interpret the award in the light
of the dispute,

“(n) A majority vote of all members of the division of the Adjust-
ment Board shall be competent to make an award with respect to any
dispute submitted to it.

“(0) In case of an award by any division of the Adjustment
Board in favor of petitioner, the division of the Board shall make
an order, directed to the carrier, to make the award effective and,
if the award includes a requirement for the payment of money,
to pay to the employee the sum to which he is entitled under the
award on or before a day named.

“ﬁp} If a carrier does not comply with an order of a division
of the Adjustment Board within the time limit in such order, the
petitioner, or any person for whose benefit such order was made,
may file in the District Court of the United States for the district
in which he resides or in which is located the principal operating
office of the carrier, or through which the carrier operates, a petition
setting forth briefly the causes for which he elaims relief, and the
order of the division of the Adjustment Board in the premises,
Such suit in the District Court of the United States shal proceed
in all respects as other civil suits, except that on the trial of such
suit the findings and order of the division of the Adjustment Board
shall be prima facie evidence of the facts therein stated, and except
that the petitioner shall not be liable for costs in the district court
nor for costs at any subsequent. stage of the proceedings, unless they
accrue upon his appeal, and such costs shall be paid out of the
appropriation for the expenses of the courts of the United States.
If the petitioner shall finally prevail he shall be allowed a reasonable
attorney’s fee, to be taxed rm(llj collected as a part of the costs of the
suit. The district courts are empowered, under the rules of the
cottrt. governing actions at law, to make such order and enter such
judgment, by writ of mandamus or otherwise, as may be appropriate
;;1 en ’{ orce or set aside the order of the division of the Adjustment

Q.

“ (Iq? All actions at law based upon the provisions of this section
shall be begun within two years from the time the ecause of action
aceries nnger the award oﬁhe division of the Adjustment Board,
and not after,

“(r) The several divisions of the Adjustment Board shall main-
tain headquarters in Chicago, Illinois, meet regularly, and continue
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In session so long ns there is pending before the division any matter
within its jurisdiction which has been submitted for its consideration
and which has not been disposed of.

“(s) Whenever practicable, the several divisions or subdivisions
of the Acl&ustmmt Board shall be supplied with suitable quarters
in any Federal building located at its pPa.ca of meeting.

5 _t{ The Adjustment Board may, subject to the approval of the
Mediation Board, employ and fix the compensations of such assist-
ants as it deems necessary in carrying on its proceedings. The com-
pensation of such employees shall be paid by the Me:ﬁitiﬂn Board.

“(u) The Adjustment” Board shall meet within forty days after
the approval of this Act and adopt such rules as it deems N2Cessary
to control proceedings before the respective divisions and not in
conflict with the provisions of this section. Immediatel following
the meeting of the entire Board and the adoption of sucj’; rules, the
respective divisions shall meet and organize by the selection of a

hairman, a vice chairman, and a secretary. Thereafter each divi-
sion shall annually designate one of its members to act as chairman
and one of its members to act as vice chairman : Provided, however,
That the chairmanship and vice chairmanship of any division shall
alternate as between the groups, so that both the chairmanship and
vice chairmanship shall be held alternately by a representative of the
carriers and a representative of the employees. In case of a VACANCY,
such vacancy shall be filled for the unexpired term by the selection
of a successor from the same group.

“(v) Each division of the Adjustment Board shall annually
prepare and submit a report of its activities to the Mediation Board
and the substance of such report shall be included in the annual
report of the Mediation Board to the Congress of the United States,
The reports of each division of the Adjustment Board and the
annual report of the Mediation Board shall state in detail all cases
heard, all actions taken, the names, salavies, and duties of all
agencies, employees, and officers receiving compensation from the
United States under the authority of this Aet, and an account of
all moneys appropriated by Congress pursuant to the authority con-
ferred by this Act and disbursed by such agencies, employees, and
officers,

“(w) Any division of the Adjustment Board shall have authority,
in its discretion, to establish regional adjustment boards to act in
its place and stead for such limited period as such division may
determine to be necessary. Carrier members of such regional boards
shall be designated in keeping with rules devised for this purpose
by the carrier members of the Adjustment Board and the lahor
members shall be designated in keeping with rules devised for this
purpose by the labor members of the Adjustment Board. Any such
regional board shall, during the time for which it is appointed, have
the same authority to condnet hearings, make findings upon disputes,
and adopt the same procedure as the division of the Adjustment
Board appointing it. and its decisions shall be enforceable to the
same extent and under the same processes, A neutral person. as
referee, shall be appointed for service in connection with any such
regional adjnstment board in the same cirenmstances and manner ns

116800 —37——2
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provided in paragraph (1) hereof, with respect to a division of the
Adjustment Board.
_ “Second. Nothing in this section shall be construed to prevent any
mdividual earrier, system, or group of carriers and any class or
¢lasses of its or their employees, all acting through their representa-
tives, selected in accordance with the provisions of this Act, from
mutually agreeing to the establishment of system, group, or regional
boards of adjustment for the purpose of adjusting and éecidiug dis-
putes of the character specified n this section. In the event that
either party to such a system, group, or regional board of adjustment
is dissatisfied with such arrangement, it may upon ninety days’ notice
to the other Party elect to come under the jurisdiction of the Adjust-
ment Board.”

Section 4 of the Railway Labor Act is amended to read as follows:

YN ATIONAL MEDIATION BOARD

“Sec. 4. First. The Board of Mediation is hereby abolished, effec-
tive thirty days from the approval of this Act and the members,
secretary, officers, assistants, employees, and agents thereof, in office
upon the date of the approval of this Act, shall continue to function
and receive their salaries for a period of thirty days from such date
inn the same manner as though this Act had not been passed. There
15 hereby established, as an independent agency in the executive
branch of the Government, a board to be known as the ‘National
Mediation Board’, to be composed of three members appointed by
the President, by and with the advice and consent of the genute, not
more than two of whom shall be of the same Eﬂ]itica.l party. The
terms of office of the members first appointed shall begin as soon as
the members shall qualify, but not before thirty days after the
approval of this Act, and expire, as designated by the President at
the time of nomination, one on February 1, 1935, one on February 1,
1936, and one on February 1, 1937, The terms of office of all suc-
cessors shall expire three years after the expiration of the terms for
which their predecessors were appointed ; but any member appointed
to fill o vacancy occurring prior to the expiration of the term of
which his predecessor was appointed shall be appointed only for the
unexpired term of his predecessor. Vacancies in the Board shall not
impair the powers nor affect the duties of the Board nor of the
temaining members of the Board. Two of the members in office shall
eonstitute a quorum for the transaction of the business of the Board.
Fach member of the Board shall receive a salary at the rate of
$10,000 per annum, together with necessary traveling and subsistence
expenses, or per diem allowance in lieu thereof, subject to the provi-
sions of law applicable thereto, while away from the principal office
of the Board on business required by this Act. No person in
the employment of or who is pecuniarily or otherwise interested in
any organization of employees or any carrier shall enter upon the
duties of or continue to Ee a member of the Board.

“All cases referred to the Board of Mediation and unsettled on the
date of the approval of this Act shall be handled to conclusion by the

Mediation Board.
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“A member of the Board may be removed by the President for
inefficiency, neglect of duty, malfeasance in office, or ineligibility, but
for no other cause. '

*Second, The Mediation Board shall annually designate o member
to act as chairman., The Board shall maintain its principal office in
the District of Columbia, but it may meet at any other place whenever
it deems it necessary so to do. The Board may designate one or more
of its members to exercise the functions of the Board in mediation
proceedings. Each member of the Board shall have power to admin-
1ster oaths and affirmations. The Board shall have a seal which shall
be judicially noticed. The Board shall make an annual report to
Congress,

“Third. The Mediation Board may (1) appoint such experts and
assistants to act in a confidential capacity and, subject to the pro-
visions of the eivil-service laws, such other officers and emplovees as
are essential to the effective transaction of the work of the Board;
(2) in accordance with the Classification Act of 1923, fix the salaries
of such experts, assistants, officers, and employees; and (3) make
such expenditures (including expenditures for rent and personal
services at the seat of government and elsewhere, for law books,
periodicals, and books of reference, and for printing and binding,
and including expenditures for salaries and compensation, necessary
traveling expenses and expenses actually incurred for subsistence,
and other necessary expenses of the Mediation Board, Adjustment
Board, Regional deustment Boards established under pﬂ.rnsm h
(w) of section 3, and boards of arbitration, in accordance with the
Ernviaimm of this section and sections 3 and T, respectively), as may

e necessary for the execution of the functions vested in the Board,
in the Adjustment Board and in the boards of arbitration, and as
may be provided for by the Gon[j;rESE from time to time. All expen-
ditures of the Board shall be allowed and paid on the presentation
of itemized vouchers therefor approved by the chairman,

“Fourth. The Mediation Board is hereby authorized by its order
to assign, or refer, any portion of its work, business, or functions
arising under this or any other Act of Congress, or referred to it by
Congress or either branch thereof, to an individual member of the
Board or to an employee or employees of the Board to be designated
by such order for action thereon, and by its order at any time to
amend, modify, supplement, or rescind any such assignment or
reference. All such orders shall take effect forthwith and remain in
effect until otherwise ordered by the Board. In conformity with
and subject to the order or orders of the Mediation Board in the
premises, and snch individual member of the Board or employee
designated shall have power and authority to act as to any of said
worlk, business, or funetions so assigned or referred to him for action
by the Board. =

“Fifth. All officers and employees of the Board of Mediation (ex-
cept the members thereof whose offices are hereby abolished) whose
services in the judgment of the Mediation Board are necessary to the
efficient operation of the Board are hereby transferred to the Board.
without change in classification or cumpensntmn; except that the
Board may provide for the adjustment of such classification or com-



12

pensation to conform to the duties to which such officers and cm-
ployees may be assigned,

“All unexpended appropriations for the operation of the Board of
Mediation that are available at the time of the abolition of the Board
of Mediation shall be transferred to the Mediation Board and shall
be avf,u!uhie for its use for salaries and other authorized expendi-
tures,

Sec. 5. Section 5 of the Railway Labor Act is amended to read
as follows:

“FUNCTIONS OF MEDIATION BOARD

“Sec. 5. First. The parties, or either arty, to a dispute between
an employee or {;mup of employees nncf & carrier may invoke the
services of the Mediation Board in any of the following cases:

_ *{a) A dispute concerning changes in rates of pay, rules, or worlk-
ing conditions not adjusted by the parties in conference,

“(b) Any other dispute not referable to the National Railroad
Adjustment Board and not adjusted in conference between the parties
or where conferences are refused.

“The Mediation Board may proffer its services in case any labor
emergency is found by it to exist at any time.

“In either event the said Board shall promptly put itself in com-
munieation with the parties to such controversy, and shall use its
best efforts, by mediation, to bring them to agreement. If such
efforts to bring about an amicable settlement througl mediation shall
be_unsuccessful, the =aid Board shall at onee endeavor as its final
required aclion (except as provided in paragraph third of this see-
tion and in section 10 of this Act) to induce dle parties to submit
their controversy to arbitration, in accordance with the provisions

_—_I_h-___'-——.-

of this Ae

“IT arbitration at the request of the Board shall be refused by
one or hoth parties, the Board shall at once notify both parties in
writing that its mediatory efforts have failed and for thirty days
thereafter, unless in the intervening period the parties agree to
arbitration, or an emergency board shall be ereated under section
10 of this Act, no change shall be made in the rates of pay, rules,
or working conditions or established practices in effect prior to the
time the dispute arose,

“Second. In any ecase in whiclh a controversy arises over the
mealing or the application of any agreement reached throuch
mediation under the provisions of this Act, either party to the said
agreement, or hoth, may apply to the Mediation Board for an inter-
pretation of the meaning or application of such ngreement, The
said Bourd shall upon receipt of such request notify the parties to
the controversy, and after a hearing of both sides give its interpreta-
tion within thirty days,

“Third. The Medintion Board shall have the following duties
with respect to the arbitration of disputes under section 5 of this
Ael s

“(n) On failure of the arbitrators named by the parties to agree
on the remaining arbitrator or arbitvators within the time set by
seetion 7 of this Act, it shall be the duty of the Mediation Board
to nume such vemaining abritrator or arbitrators. It shall be the
duty of the Board in naming such arbitrator or arbitrators to

—
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appoint only those whom the Board shall deem wholl disinterested
in the controversy to be arbitrated and impartial and without bias
as between the parties to such arbitration. Should, however, the
Board name an arbitrator or arbitrators not so disinterested and
impartial, then, upon proper investigation and presentation of the
facts, the Board shall promptly remove such arbitrator,

“If an arbitrator named by the Mediation Board, in accordance
with the provisions of this Act, shall be removed by such Board as
provided liay this Act, or if such an arbitrator refuses or is unable
to serve, it shall be the duty of the Mediation Board, promptly to
select another arbitrator in” the same manner as provided in this
Act for an original appointment by the Mediation Board,

“(b) Any member of the Mediation Board is authorized to take
the aclknowledgment of an agreement to arbitrate under this Act.
When so acknowledged, or when acknowledged by the parties before
a notary public or the clerk of a district court or a cireuit court of
appeals of the TUnited States, such agreement to arbitrate shall be
delivered to a member of said Board or transmitted to said Board,
to be filed in its office. .

“(c) When an agreement to arbitrate has been filed with the
Mediation Board, or with one of its members, as provided by this
section, and when the said Board has been furnished the names of
the arbitrators chosen by the parties to the controversy, it shall be
the duty of the Board to cause o notice in writing to be served upon
said arbitrators, notifying them of their appointment, requesting
them to meet promptly to name the remaining arbitrator or arbitra-
tors necessary to complete the Board of Arbitration, and advising
them of the period within which, as provided by the agreement to
arbitrate, they are empowered to name such arbitrator or arbitrators,

“(d) Either party to an arbitration desiring the reconvening of a
board of arbitration to pass upon any controversy arisin over the
meaning or application of an award may so notify the fediation
Board in writing, stating in such notice the question or %mstmns to
be submitfed to such reconvened Board. The Mediation Board shall
thereupon promptly communicate with the members of the Board of
Arbitration, or a subcommittee of such Board appointed for such
purpose pursuant to a provision in the agreement to arbitrate, and
arrange for the reconvening of said Board of Arbitration or sub-
committee, and shall notify the respective parties to the controvers
of the time and place at which the Board, or the subcommittee, wiil
meet for hearings upon the matters in controversy to be submitted
to it, No evidence other than that contained in the record filed with
the original award shall be received or considered by such recon-
vened Board or subeommittee, except such evidence as may be neces-
sary to illustrate the interpretations suggested by the parties. If any
member of the original Board is unable or unwilling to SeTve on
such reconvened Board or subcommittee thereof, another arbitrator
ghall be named in the same manner and with the same powers and
duties as such original arbitrator. _ .

“(e) Within sixty days after the approval of this Act every carrier
shall file with the Mediation Board a copy of each contract with its
employces in effect on the 1st day of April 1934, covering rates of
pay, rules, and working conditions. If no contract with any craft
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or class of its employees has been entered into, the earrier shall file
with the Mediation ﬂourd a statement of that fact including also a
statement of the rates of pay, rules, and working conditions applicable
in dealing with such craft or class. When any new contraet is
executed or change is made in an existing contract with any class
or craft of its employees covering rates of pay, rules, or working
conditions, or in those rates of pay, rules, and working conditions
of employees not covered by contract, the carrier shall file the snme
with the Mediation Board within thirty days after such new contract
or change in existing contract has been executed or rates of pay.
rules, and working conditions have been made effective,

“(f) The Mediation Board shall be the custodian of all papers
and documents heretofore filed with or transferred to the Boar of
Mediation bearing upon the settlement, adjustment, or determination
of disputes between carriers and their employees or upon mediation
or arbitration proceedings held under or pursnant to the provisions
of any Act of Congress in respect thereto; and the President is
authorized to designate a custodian of the records and property of
the Board of Mediation until the transfer and delivery of such
records to the Mediation Board and to require the transfer and
delivery to the Mediation Board of any and all such papers and
documents filed with it or in its possession.”

Sec. 6. Section 6 of the Railway Labor Act is amended to read
as follows:

“See. 6. Carriers and representatives of the employees shall give
at least thirty days’ written notice of an intended change in agree-
ments affecting rates of pay, rules, or working conditions, and the
time and place for the beginning of conference between the repre-
sentatives of the parties interested in such intended changes shall
be agreed upon within ten days after the receipt of said notice, and
said time shall be within the thirty days provided in the notice. In
every case where such notice of intended change has been given, or
conterences are being held with reference thereto, or the services
of the Mediation Board have been requested by either party, or said
Board has ]pmffm-ud its services, rates of pay, rules, or working
conditions shall not be altered by the earrier until the controversy
has been finally acted upon as required by section 5 of this Act, by
the Mediation Board, unless a period of ten days has elapsed after
termination of conferences without request for or proffer of the
services of the Mediation Board.”

ARBITRATION

Sec. 7. First. Whenever a controversy shall arise between a carrier
or carriers and its or their employees which is not settled either in
conference between representatives of the parties or by the appro-
priate adjustment board or through mediation, in the manner pro-
vided in the preceding sections, such controversy may, by agreement
of the parties to such controversy, be submitted to the arbitration of
a board of three (or, if the parties to the controversy so stipulate, of
six) persons: Provided, however, That the failure or refusal of
either party to submit a controversy to arbitration shall not be con-
strued as a violation of any legal obligation imposed upon such party
by the terms of this Act or otherwise,
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Second. Such board of arbitration shall be chosen in the following
manner .

(2) In the case of a board of three, the carrier or carriers and the
representatives of the employees, parties respectively to the agree-
ment to arbitrate, shall each name one abritrator: the two arbitrators
thus chosen shall select a third arbitrator. If the arbitrator chosen
by the parties shall fail to name the third arbitrator within five
days after their first meeting, such third arbitrator shall be named
by the Mediation Board.

(b) In the case of a board of six, the carrier or earriers and the
representatives of the employees, parties respectively to the agree-
ment to arbitrate, shall each name two arbitrators; the four arbi-
trators thus chosen shall, by a majority vote, select the remaining
two arbitrators. If the arbitrators chosen by the parties shall fail to
name the two arbitrators within fifteen days after their first meet-
ing, the said two arbitrators, or as many of them as have not been
named, shall be named by the Mediation Board,

Third, (a) When the arbitrators selected by the respective parties
have agreed upon the remaining arbitrator or arbitrators, they shall
notify the Mediation Board, and, in the event of their fail}l’ua to
agree upon any or upon all of the necessary arbitrators within the
period fixed by this Act, they shall, at the expiration of such period,
notify the Mediation Board of the arbitrators selected, if any, or
of their failure to make or to complete such selection,

(b) The board of arbitration shall organize and select its own
chairman and make all necessary rules for conducting its hearings;
Provided, however, That the board of arbitration s]uﬁl be bound to
give the parties to the controversy a full and fair hearing, which
shall include an opportunity to present evidence in support of their
claims, and an opportunity to present their case in person, by coun-
sel, or by other representative as they may resgectlve]y elect.

(c) Tﬂmn notice from the Mediation Boar that the parties, or
either party, to an arbitration desire the reconvening of the board
of arbitration (or a subcommittes of such board of arbitration ap-
pointed for such purpose pursnant to the agreement to arbitrate)
to pass upon any controversy over the meaning or application of
their award, the board, or its subcommittee, shall at once reconvene,
No question other than, or in addition to, the (questions relating to
the meaning or application of the award, submitted by the party
or parties in writing, shall be considered by the reconvened board
of arbitration or its subcommittee,

Such rulings shall be acknowledged by such board or subcommit-
tee thereof in the same manner, and filed in the same district court
clerk’s office, as the original award and become a part thereof.

(d) No arbitrator, except those chosen by the Mediation Board,
shall be incompetent to act as an arbitrator because of his_interest
in the controversy to be arbitrated, or because of his connection with
or partiality to either of the parties to the arbitration,

e) Each member of any board of arbitration created under the

rovisions of this Act named by either party to the arbitration shall
Ee compensated by the party naming him. Each arbitrator selected
by the arbitrators or named by the Mediation Board shall receive
from the Mediation Board such compensation as the Mediation Roard
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may fix, together with ms necessary traveling expenses and expenses
actually incurred for subsistence, while serving as an arbitrator,

(f) The board of arbitration shall furnish a certified copy of its
award to the respective parties to the controversy, and shall transmit
the original, together with the papers and proceedings and a tran-
script of the evidence taken at the hearings, certified under the
hands of at least n majority of the arbitrators, to the clerk of the
district  court of the United States for the district wherein the
controversy arose or the arbitration is entered into, to be filed in said
clerls office as hereinafter provided. The said board shall "also
furnish a certified copy of its award, and the papers and proceed-
ings, including testimony relating thereto, to the Mediation Board,
to be filed in its office; and in addition a certified copy of its award
shall be filed in the office of the Interstate Commerce Commission :
Provided, however, That such award shall not be construed to di-
minish or extinguish any of the powers or duties of the Interstate
Commerce Commission, under the Interstate Commerce Act, as
amended,

(g) A board of arbitration may, subject to the approval of the
Mediation Board, employ and fix tﬁe compensation of such assistants
as it deems necessary in earrying on the arbitration proceedings.
The compensation of such employees, together with their necessary
traveling expenses and expenses actually incurred for subsistence,
while so employed, and the necessary expenses of boards of arbi-
tration, shall b2 paid by the Mediation Board.

Whenever practicable, the board shall be supplied with suitable
quarters in any Federal building located at its place of meeting or
at any place where the board may conduct its proceedings or
deliberations.

(h) All testimony before said board shall be given under oath or
‘affirmation, and any member of the board slm]lghave the power to
achuinister oaths or affirmations. The board of arbitration, or any
member thereof, shall have the power to require the attendance of
witnesses and the production of such books, papers, contracts, agree-
ments, and documents as may be deemed by the board of arbitra-
tion material to a_just determination of the matters submitted to
s arbitration, and may for that purpose request ilie clerk of the
distriet court of the United States for the district wherein said arbi.
tration is being conducted to issue the necessary sub beenas, and
upon such request the said clerk or his duly authorized eputy shall
Le, and he hereby is, authorized, and it shall be his duty, to issue
such subpenas, In the event of the failure of any person to com-
ply with such subpena, or in the event of the contumacy of any
witness appearing before the board of arbitration, the board may
invoke the aid of the United States courts to compel witnesses to
attend and testify and to produce such books, papers, contracts,,
agreements, and documents to the same extent and under the same
conditions and penalties as provided for in the Act to regulate
commerce approved February 4, 1887, and the amendments thereto,

Any witness appearing before a board of arbitration shall receive
the same fees and mileage as witnesses in courts of the United States,
to be paid by the party securing the subpeena.
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Sec. 8.2 The agreement to arbitrate—

a; Shall be in writing; ' 1
b) Shall stipulate that the arbitration is had under the provi-
sions of this Act:

(¢) Shall state whether the board of arbitration is to consist of
three or of six members;

(d) Shall be signed by the duly accredited representatives of the
carrier or carriers and the employees, parties respectively to the
agreement to arbitrate, and shall be acknowledged by said parties
before a notary public, the clerk of a district court or circuit court
©f appeals of the United States, or before a member of the Media-
tion Board, and, when so acknowledged, shall be filed in the office
of the Mediation Board; '

(e) Shall state specifically the questions to be submitted to the
said board for decision; and that, in its award or awards, the said
board shall confine itself strictly to decisions as to the questions so
specifically submitted to it;

(f) Shall provide that the questions, or an  one or more of them,
submitted by the parties to the board of ar itration may be with-
drawn from arbitration on notice to that effect signed by the duly
accredited representatives of all the parties and served on the board
of arbitration ; ‘ e ]

{g)l Shall stipulate that the signatures of a majority of said
board of arbitration affixed to their award shall be competent to
constitute a valid and binding award; .

(h) Shall fix a period from the date of the appointment of the
arbitrator or arbitrators necessary to complete the board (as pro-
vided for in the agreement) within which the said board shall
commence its hearings; o . e

(1) Shall fix a period from the beginning of the hearings within
which the said board shall make and file its award : Provided, That
the parties may agree at any time upon an extension of this period;

[]5) Shall provide for the date from which the award shall be-
come effective and shall fix the period during which the award shall
continue in foree; o

(k) Shall provide that the award of the board of arbitration and
the evidence of the proceedings before the board relating thereto,
when certified under the hands of at least a majority of the arbi-
trators, shall be filed in the clerk’s office of the distriet court of the
United States for the district wherein the controversy arose or the
arbitration was entered into, which district shall be designated in the
agreement; and, when so filed. such award and proceedings shall
constitute the full and complete record of the arbitration;

1) Shall provide that tlllje award, when so filed, shall be final
anc(l conclusive upon the parties as to the facts determined by said
award and as to Sua merits of the controversy decided; _

(m) Shall provide that any difference arising as to the meaning,
or the application of the provisions,,of an award made by a board
of arbitration shall be referred back for a ruling to the same board,
or, by agreement, to a subcommittee of such board; and that such
ruling, W%IEH acknowledged in the same manner, and filed in the same

"8ectlon 8 as contained In Rallway Labor Aet, approved Moy 20, 1028,
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district court clerk’s office, as the original award
an?nsjhaSli [l&?ve the samﬂﬂJI f[?rtci? and effect as such u’rf?ﬁﬂilh:wir%a;ri:é!
rovide that the i i 1
ea%lfaith{ixﬂgr execute the Eam;?spectﬁe st o wwat -l
e sald agreement to arbitrate, when pro i

acknowledged as herein provided, shall not be ?evggl hym Enggrt;n tg
such agreement : Provided, however, That such agreement to arbitrate
may at any time be revoked and canceled by the written agreement of
both parties, si ned by their duly accredited representatives, and (if
no board of arbitration has yet been constituted under the agree-
ment) delivered to the Mediation Board or any member thereof:
or, if the board of arbitration has been constituted as provided by
th g Ac% sdt?[l;j vered to such board of arbitration. >

SEC, 8.7 I any section, subsection, sentence, clause. or
this Act is for any reason held to be unconstitutional, sucﬁj}:ire&c}:’%i;f
ﬂ]ﬂ”ﬁ}t affect the }'aj;dlty of the remaining tgmrtiun’s of this Act.
All Acts or parts o i i i isi !
A% Ad herebg 3 ealed.cts inconsistent with the provisions of this

SEC. 9. First, The award of a board of arbitration i
acknowledged as herein provided, shall be filed in the Elile:}gsg cPi%f:g
of the district court designated in the agveement to arbitrate,

F Second. An award acknowledged and filed as herein provided shall
e conclusive on the parties as to the merits and facts of the contro-
versy submitted to arbitration, and unless, within ten days after the
filing of the award, a petition to impeach the award, on the grounds
hereinafter set forth, shall be filed in the clerk’s office of the court
i which the award has been filed, the eourt shall enter judgment on
;]::t]_uwnrd, which judgment shall be final and conclusive on the
‘Lles,

Third. Such petition for the impeachment or contesting of an
award so filed s}mll be entertai 50 o e
o (t.h)e ’flnllﬂwing ellnt ained by thescourt only on one or more

a) That the award plainly does not conform to t i
requirements laid down by this Aect for such award_il ’ Ifsllé.?]t[?? tilll"::
proceedings were not substantially in conformity with this Act:

_{b% That the award does not conform, nor confine itself, to the
staFu} u’tf‘?nﬁ of the agreement to arbitrate; or :

¢ 1t o member of the board of arbitratio deri
award was guilty of fraud or corruption; or thatnnri]nalg;u;gn :E:
arbitration practiced fraud or corruption which fraud or corruption
affected the result of the arbitration: Provided, however, That no
court shall entertain any such petition on the ground that 'an award
1s invalid for uncertainty; in such case the roper remedy shall be
a suhmmmn_af such award to a reconvened oard, or subcommittee
thereof, for interpretation, as provided by this Act: Provided fur-
ther, That an award contested as herein provided shall be construed
liberally by the court, with a view to favoring its validity, and that
no award shall be set aside for trivial irreguﬁlrity or clerical error
gﬂij{lg nrt]}]f It? f}?rm and nl?t]tn substance. ’
., ~ourth. 1f the court shall determine that a part of th i
invalid on some ground or grounds deaignatedp in this ﬂeect?::r;ia 1:

! Hoetl 8
lnpmredmjluna EEH‘I.cIDEII:?r:and In Publle, No, 442, amendment to Rallway Labor Act,

R
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ound of invalidity, but shall determine that a part of the award
15 valid, the court shall set aside the entire award: Provided, how-
ever, That, if the parties shall agree thereto, and if such valid and
invalid parts are separable, the court shall set aside the invalid part,
and order judgment to stand as to the valid part.

Fifth, At the expiration of ten days from the decision of the dis-
trict court upon the petition filed as aforesaid, final judgment shall
be entered in accordance with said decision, unless during said ten
days either party shall appeal therefrom to the ecircuit court of
appeals. In such case only such portion of the record shall be trans-
mitted to the appellate court as is necessary to the proper under-
standing and consideration of the questions of law presented by said
petition and to be decided.

Sixth, The determination of said circuit court of appeals upon
said questions shall be final, and, being certified by the clerk thereof
to said distriet court, judgment pursuant thereto shall thereupon be
entered by said distriet court.

Seventh. If the petitioner’s contentions are finally sustained, judg-
ment shall be entered Setting aside the award in whole or, if the
parties so agree, in part; but in such case the parties may agree upon
& judgment to be entered disposing of the subject matter of the con-
troversy, which judgment when entered shall have the same force
and effect as judgment entered upon an award.

Eighth, Nothing in this Act shall be construed to require an indi-
vidual employee to render labor or service without his consent, nor
shall anything in this Act be construed to make the quitting of his
labor or service by an individual employee an illegal act; nor shall
any court issue any process to compel t?m. performance by an indi,
vidual employee of such labor or service, without his consent.

EMERGENCY BOARD

Sec. 10, If a dispute between a carrier and its employees be not
adjusted under the foregoing provisions of this Act and should, in
the judgment of the Mediation Board, threaten substantially to
interrupt interstate commerce to a degree such as to deprive any
section of the country of essential transportation service, the Media-
tion Board shall notify the President, who may thereupon, in his
discretion, create a board to investigate and report respecting such
dispute. Such board shall be composed of such number of persons
as to the President may seem desirable: Provided, however, That no
member appointed shall be pecuniarily or otherwise interested in
any organmization of employees or any carrier., The compensation
of the members of any such board shall be fixed by the President.
Such board shall be created separately in each instance and it shall
investigate promptly the facts as to the dispute and make a mfort
thereon to the President within thirty days from the date of its
ereation,

There is hereby authorized to be n.ggmgriated such sums as may
be necessary for the expenses of such board, including the compensa.--
tion and the necessary traveling expenses and e:(f)enaes actually
incurred for subsistence, of the members of the board, All expendi-
tures of the board shall be allowed and paid on the presentation of
itemized vouchers therefor approved by the chairman.
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After the creation of such board and for thirty days after such
board has made its report to the President, no change, except by
agreement, shall be made by the parties to the controversy in the
<conditions out of which the dispute arose.

GENERAL PROVISIONS

Sec. 11. If any provision of this *Act, or the application thereof
lo any person or circumstance, is held invalid, the remainder of the
Act, and the application of such provision to other persons or cir-
cumstances, shall not be affected thereby.

Sec. 12. There is hereby authorized to be appropriated such sums
as may be necessary for expenditure by the Mediation Board in
carrying out the provisions of this Act.

SEc, 13. (a) Paragraph “Second” of subdivision (b) of section
128 of the Judicial Code, as amended, is amended to read as follows:

“Second. To review decisions of the district courts, under section
9 of the Railway Labor Act.”

(b) Section 2 of the Act entitled “An Act to amend the Judicial
Code, and to further define the jurisdiction of the cireuit court of
appeals and of the Supreme Court, and for other purposes”, ap-
proved February 18, 1925, is amended to read as follows:

“Sec. 2. That cases in a cireuit court of appeals under section 9
of the Railway Labor Act; under section 5 of ‘An Act to create a
Federal Trade Commission, to define its powers and duties, and for
other purposes’, approved éeptember 26, 1914; and under section 11
of ‘An Act to supplement existing laws against unlawful restraints
and monopolies, and for other purposes’, approved October 15, 1914,
are included among the cases to which sections 239 and 240 of the
Judicial Code shall apply.

Sec. 14. Title 11T of the Transportation Act, 1920, and the Act
approved July 15, 1913, providing for mediation, coneiliation, and
arbitration, and all acts and parts of Aets in conflict with the pro-
visions' of this Act are hereby rt:lpealed, except that the members,
secretary, officers, employees,” and agents of the Railroad Labor
Board, in office upon the date of the Passage of this Act, shall receive
their salaries for a period of 30 days from such date, in the same
manner as though this Act had not been passed,
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TITLE 1I

Secrion 201. All of the provisions of title I of this Act, excepl.
the provisions of section 3 thereof, are extended to and shall cover
every common carrier by air engaged in interstate or foreign com-
merce, and every carrier by air transporting mail for or under con-
tract with the United States Government, and every air pilot or other
person who performs any work as an employee or subordinate official
of such carrier or carriers, subject to its or their continuing authority
to supervise and direct the manner of rendition of his service.

Sec. 202. The duties, requirements, penalties, benefits, and privi-
leges prescribed and established by the provisions of title I of this
Act, except section 3 thereof, shall apply to said carriers by air
and their employees in the same manner and to the same extent
as though such carriers and their employees were specifically ineluded
within the definition of “carrier” and “employee”, respectively, in
section 1 thereof.

Sec. 203. The parties or either party to a dispute between an
employee or a_group of employees and a carrier or carriers by air
may voke the services of the National Mediation Board and
the jurisdiction of said Mediation Board is extended to any of the
following cases: !

(a) A dispute concerning changes in rates of pay, rules, or
workin cﬂmfitiuns not adjusted by the parties in conference,

(b) Any other dispute not referable to an adjustment board, as
hereinafter provided, and not adjusted in conference between the
parties, or where conferences are refused. . .

The National Mediation Board may proffer its services in case
any labor emergeney is found by it to exist at any time.

The services of the Mediation Board may be invoked in a case
under this title in the same manner and to the same extent as ave
the disputes covered by section 5 of title I of this Act.

Sec. 204. The disputes between an employee or group of ewn-
ployees and u_carrier or carriers by air growing out of grievances,
or out of the interpretation or application of agreements concerning
rates of pay, rules, or working conditions, including cases pending
and unadjusted on the date of approval of this Aect before the
National Labor Relations Board, shall be handled in the usuul
manner up to and including the chief operating officer of the carrier
designutmll to handle such disputes; but, failing to reach an adjust-
ment in this manner, the disputes may be referred by petition of
the parties or by either party to an appropriate adjustment board,
as hereinafter provided, with a full statement of the faets and
supporting data bearing upon the disputes. _

?t shall be the duty of every carrier and of its employees, acting
through their representatives, selected in accordance with the pro-
visions of this title, to establish a board of adjustment of jurisdiction
not exceeding the jurisdiction which may be lawfully exercised by
system, group. or regional boards of adjustment, under the authority
of section 3, Title I, of this Act. _

Such boar¥s of adjustment may be established by agreement
between employees and ecarriers either on any individual carrier,
or system, or group of carriers by air and any class or classes of its
or their employees; or pending the establishment of a permanent
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National Board of Adjustment as hereinafter provided. Nothing
in this Act shall prevent said carriers by air, or any class or classes
of their employees, both acting through their representatives selected
in accordance with provisions of this title, from mutually agreeing
to the establishment of a National Board of Adjustment of tempo-
rary duration and of similarly limited jurisdiction,

S{-:c. 205. When, in the judgment of the National Mediation
Board, it shall be necessary to have a permanent national board of
adjustment in order to provide for the prompt and orderly settle-
ment of disputes between said carriers by air, or any of them, and
its or their employees, growing out of grievances or out of the inter-
pretation or application of agreements between said carriers by air
or any of them, and any class or classes of its or their employees,
covering rates of pay, rules, or working conditions, the National
Mediation Board is ﬂereh]r empowered and directed, by its order
duly made, published, and served, to direct the said carriers by air
and such labor organizations of their employees, national in scope,
as have been or may be recognized in accordance with the provisions
of this Act, to select and designate four representatives who shall
constitute a board which shall be known as the National Air Trans-

ort Adjustment Board. Two members of said National Air
}E‘ransport Adjustment Board shall be selected by said carriers by air
and two members by the said labor organizations of the employees,
within thirty days after the date of the order of the National Media-
tion Board, in the manner and by the procedure prescribed by title I
of this Act for the selection and designation of members of the
National Railroad Adjustment Board. The National Air Trans-
port Adjustment Board shall meet within forty days after the date
of the order of the National Mediation Board directing the selection
and designation of its members and shall organize and adopt ruies
for conducting its proceedings, in the manner prescribed in section 3
of title I of this Act. Vacancies in membership or office shall be
filled, members shall be appointed in case of failure of the carriers
or of labor organizations of the employees to select and designate
representatives, members of the National Air Trans{mrt Adjustment
Board shall be compensated, hearings shall be held, findings and
awards made, stated, served, and enforced, and the number and com-
pensation of any necessary assistants shall be determined and the
compensation of such employees shall be paid, all in the same man-
ner and to the same extent as provided with reference to the National
Railroad Adjustment Board by section 3 of title I of this Act, The
powers and duties prescribed and established by the provisions of
section 8 of title I of this Act with reference to the National Rail-
road Adjustment Board and the several divisions thereof are hereby
conferred upon and shall be exercised and performed in like manner
and to the same extent by the said National Air Transport Adjust-
ment Board, not exceeding, however, the jurisdiction conferred upon
said National Air Transport Adjustment Board by the provisions
of this title. From and after the organization of fhe National Air
Transport Adjustment Board, if any system, group, or regional
board of adjustment established by any carrier or carriers Y Aair
and any class or classes of its or their employees is not sntisfactory
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to either party thereto, the said party, upon ninety days’ notice to
the other party, may elect to come under the jurisdiction of the
National Air Transport Adjustment Board.

Sec. 206, All cases referred to the National Labor Relations
Board, or over which the National Labor Relations Board shall
have tuléen jurisdiction, involving any dispute arising from any
cause belween any common carrier by air engaged in interstate or
foreign commerce or any carrier by air transporting mail for or
under contract with the United States Government, and employees
of such carrier or carriers, and unsettled on the date of approval of
this Act, shall be handled to conclusion by the Mediation Board.
The books, records, and papers of the National Labor Relations
Board and of the Natiomﬁ Labor Board pertinent to such case or
cases, whether settled or unsettled, shall be transferred to the custody
of the National Mediation Board.

Sec. 207. If any provision of this title or application thereof to
any person or circumstance is held invalid, the remainder of the Act
and the npglication of such provision to other persons or circum-
stances shall not be affected thereby.

Sec. 208. There is hereby authorized to be a;ﬁruprin.te-:i such
sums as may be necessary for expenditure by the Mediation Board
in carrying out the provisions of this Act,

Approved, April 10, 1936,
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LETTER OF TRANSMITTAL
SETTING FORTH RECOMMENDATIONS

Washington, D. C., November 5, 1941
TeEE PRESIDENT
The White ITowuse

Mg, PRESIDENT

The Emergency Board appointed by you on September 10, 1941, in
accordance with the provisions of the Railway Labor Aet, Las the
honor to submit herewith its findings and recommendations bused upon
the record made by the parties at thie Board's hearings on the pending
nation-wide railway labor disputes,

The Report of the Board sets forth in some detail the pertinent
surrounding faets and ecircumstances involved in the disputes, the
contentions of the parties, and the Board's findings and recommmenda-
tions on each of the issues of the ecase. Subject to certain modifies-
tions and qualifications as stated in the Report, the major recom-
mendations of the Emergeney Board are as follows:

(1) The Board believes that the many unecertainties besetting any
analysis of the economy of this country for the duration of the
existing national emergeney make it uuwise to recommend changes
in basiec wage rates at this time except for minimum rates hereinulter
guggested for the railroads. Therefore, all wage inereases recom-
mended by the Board are proposed as temporary additions to wages,
effective as of Septemnber 1, 1941, and to terminate automatically on
December 31, 1942, unless the parties extend the arrangement by
noreement. This DBoard recommends that on or about December 31,
1942, the wage structure in the railroad industry should be examined
in light of the existing economie conditions of the railroad industry
and of the eountry.

(2) The employees in the Five Operating Brotherhoods should
receive o wage increase of seven and one-lalf percent over their
present wago rates.

(3) The employees in the Fourteen Cooperating Railroad Labor
Organizations should receive an addition of 9 cents per hour—equiv-
alent to an average increase of thirteen and one-half percent.

(4) A week's vaention of six consecutive working days, effective
January 1, 1942, should be granted during the year of 1042 and each
year therealter to those employees of the Fourteen Coopernting Rail-
road Labor Organizations who were regularly attached to the railroad
industry during the year preceding their vacation.

It shall be understood that wherever more favorable arrangements
exist with regard to vacations either by agreement or custom, these
arrangements shall be continuned.

{(6) The rules dispute between the earriers and the employees in
the Tourteen Cooperating Railroad Labor Organizations should be
re-submitted for furtlier consideration and determinntion under the
procedures of the Rnilway Labor Aect. This Board assumes that
whatever changes may be made in the application of present rules,

i
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the basic guarantees to railroad labor as to seniority and craft and
class lines will be preserved. . .

It is the Board's opinion that the rules dispute is one which lﬁnd“
itself to settlement by negotiation, mediation, arbitration, or hiearings
before a Special Emergency Board. It is not one which should be
settled by a test of economie force. If a Special Emerg_enay Board
is appointed to hear the dispute, it should have among its members
persons thoroughly versed in the practical problems of railroad labor
and of railroad operations. .

(6) The employees of the Railway Express Agency should receive
a wage increase of seven and one-half cents per hour.

(7) It is to be understood that the wage increases recommended
by the Board for the period to December 31, 1942, shall be added to
present wage rates, However, the Board further recommends that a
permanent basic minimum wage of forty cents per hour shall be estab-
lished for the employees of the so-called Short Lines, and a permanent
basie minimum wage of Lorty-five cents per hour shall be established for
all other employees in the railroad industry, ineluding the Railway
Express Agoncy, and thal ne one shall be paid below these basic wage
fizures for his elass of employment. Exeept for the employees of the
Bliort Lines, these recommendations involve no further monetary addi-
tion since the wage inercases as recommended will bring railroad
workers in their respective classes up to or above the suggested basic
minimum wage rates,

(8) The Emergency Board is unable to recommend a specific
wage increase for the employees of the so-called Short Lines beyond
the proposed forty eent minimum, beeause the record of the case does
not contain sufficient data on which to base an intelligent wage recom-
mendation applicable to them, Most of the Short Lines are in a
precarious financial condition and are characterized by other dis-
tinguishing factors justifying further consideration of their wage
problem tlirough the procedures of the Railway Labor Aet.

Ilenee, it is the opinion of the Board that some wage increase for
the employees of the Short Lines should be agreed upon among the
parties through the processes of negotiation, mediation, arbitration,
and if necessary, the findings of another Emergeney Board.

(1) The above recommendations, except insolar as they are quali-
fied in this Report, shall be applied to the employees of all parties
listed in the Proclamation of September 10, 1941,

The Dourd is pleased to report to wou, Mr, President, that the
::un_:hmt of the parties throuzhont this case las exemplified a most
1_.i|'.\.||"r|1.l|IE way to h.“ followed by Ameriean employees and employers
in settling their differences over labor relations. The liearings have
demonstrated lhle value of the judicial process in which reason reigns
a5 contrusted with the procedures of economie force in which might
seldom makes right.

The members of the Board await your further pleasure,

Respeetfully submitted,
Wavne L, Morse, Chairman
Tromas Reep Poweny

Josernn IT. Winnits
Jaumes C. Bownrionr

Husronw Trosmrson
v
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REPORT TO THE PRESIDENT BY THE EMERGENCY
BOARD APPOINTED SEPTEMBER 10, 1941 UNDER
SECTION 10 OF THE RAILWAY LABOR ACT

To investigate {he facls as to the dispules between cerlain common
carriers by rail and cerlain of their employees respecling vacalions
with pay, rules of service, and wage increases, and {o report thereon.

II. INTRODUCTION

The jurisdiction, powers and duties of this Emergency Board were
ereated and established by the terms of a proclamation issued on Sep-
tember 10, 1941, by President Franklin D. Roosevelt.

Tle proclamation reads:

“WIIEREAS the I’resident, having been duly notified by the
National Mediation Board that a dispute between the carriers listed on
the attached exhibit “A"® and certain of their employees as they are
represented by the following labor organizations:

Brotherhood of Locomotive Engincers

Brotherhood of Locomotive Firemen and Enginemen
Order of Railway Conductors of America
Brotherhood of Railroad Trainmen

Switchmen's Union of North America

“WWIIEREAS the President, having been duly notified by the Na-
tional Mediation Board that certain disputes between the carriers listed
on the attached exhibit “B"*® and certain of their employees as they
are represented by the following labor organizations:

International Association of Machinists

International Brotherliood of Boilermakers, Tron Ship Builders
and ITelpers of Ameriea

International Brotherhood of Blacksmiths, Drop Forgers and
IMelpers

Bheet Mctal Workers’ International Assoeiation

International Brotherhood of Electrical Workers

Brotherhood Railway Carmen of America

International Brotherhood of Firemen, Oilers, Helpers, Round-
honse and Railway Shop Laborers

The Order of Railroad Telegraphers

Brotherhood of Railway and Steamship Clerks, Freight Handlers,
Express and Station Employes

Brotherhood of Maintenance of Way Employes

* See Appendiz C-1,
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Brotherhood of Tailroad Signalmen of America

National Qrpanization Masters, Mates and Pilots of Ameriea
National Marine Engineers’ Beneficial Association
International Longshoremen’s Association

"WIIEREAS the President, having been duly notified by the Na-
tional Mediation Bourd that certain disputes beween the earrier listed
on the attached exhibit “C"* and certain of its employees as they are
represented by the following labor erganizations :

Brotherhood of Railway and Steamship Clerks, Freight Handlers,
Express and Station Employes

International Assoeiation of Machinists

Luternational Brotherhood of Blacksmiths, Drop Forgers and
Ilelpers

which {1isr_1utes have not heretofore been adjusted under the provisions
of the lelwny Labor Act, as amended, now threaten substantially to
interrupt mt_erstale commerce to a degree such as to deprive the coun-
tr;l.; D'F es:entml transportation serviee ;
; :\G;"'.‘-. TIIEREF‘DHE, [, FRANKLIN D, ROOSEVELT, Presi-
enllin the United States of America, by virtue of the power vested in
med v the Eonst:tutmnl Em:] laws of the United States, and by virtue of
?.nt under the authority in me vested by section 10 of the Railway
f“:‘: or Act, as amended, do hereby create a board to be composed of
t]i e pgrsn!m not pecuniarily or otherwise interested in any oreaniza-
H:::: I::] trf'llllrrrla::, empfnyees or any ecarrier, to investigate the ni'ncj:emen-
ed disprtes a i inr ithi .

bl P nd report its findings to me within 30 days from
» 5311:: Eenjhe;s of this hoard shall be eompensated for and on account
'ar'[|]-'1!.I!r uties in Tlm_m:m of seventy-five dollars ($75) for every day
Im -;1I:¢-Pir ﬁ;ﬂﬂlt?:r'e&! with or upon account of travel and duties in:aidmt
'Iwrlobn.- £|1!lr|:;r: ]he members will be reimbursed for and they are
iy s B;:;Er{d to rr;nk]q expenditures for expenses for themselves

nd of the » meluding traveling expenses and | i
:;:hti :h]lc. ;\’H 21‘.;31 T'!Qd Congress, approved June 30 'lfit']]?? l_‘j*';“g%“:;:?
xeeed five dol 5 i Aot B
e oty ollars ($5.00) per diem for expenses inourred for

“All expenditures
- s of tl i

) Arprocriation Kol :;l Snnnrzﬂ ?}ul!l be allowed and paid for out of
ediation Board Appropriation Aect,

1942" on the i
‘ rresentation of itemized v
the ehairman of the Board herahy crr;-ule?i“ﬂhm FSRES SERNREt

MuI?:‘i TIE'STIMGNY WIHEREOF, T have hereunto set
"?;{]*:']I; seal of the United States to be affixed
~E at the City of Washington this 10t day of September in

the
vear of our Lord one thousand nine hundred and forty-one, and

of the Independence of th i
and sixty-sixth," the United States of Ameriea the one hundred

_—
See Appendlx C-1, Exhinjy e

my hand and

relerring oaly to Rallway Express Agwncy, Toc.,
i
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On September 11, 1941, the President appointed the following per-
sons as members of the Emergency Board : Wayne L, Morse of Oregon,
Chairman ; Thomas Reed Powell of Massachusetts, James C. Bonbright
of New York, Joseph H, Willits of New York, and 1Iuston Thompson
of the District of Columbia, The letter of appointment received by
the members of the Board from the President stated in part:

“The Board will organize and investigate promptly the
facts as to such dispute, and on the basis of facts developed,
make every effort to adjust the dispute and make a report
thereon to me within thirty days from September 10, 1941."

The time for completing the Board report was extended to November
1, 1941, by written stipulation of the parties approved by the President
on September 16, 1941, and further extended by written stipulation
until November 5, 1941, approved by the President October 22, 1941.*

The Board, with all members in attendance, met in Chicago, Illinois,
on September 13, 1941, held a prehearing conference with the repre-
gentatives of the parties, agreed upon rules of procedure which should
govern its hearings, appointed an official reporter, and informed coun-
sel for the parties that the first publie hearing on the dispute would
be convened at 10 A M. September 16, 1941, in the anditorium of Kim-
ball Hall, Chicago, Illinois. Thereafter public hearings presided over
by the Board continued for thirty-one hearing days, being coneluded
at 5:30 P.M, Wednesday, October 22, 1941, Witnesses were heard,
exhibits introduced, and arguments made. The resulting transcript
totaling 7,130 pages plus 436 exhibits comprises the massive record
which was submitted by the parties to the Board for analysis and
evaluation. This report is based npon that record.

The employees were represented by the Conference Committee of
the Transportation Organizatinns and by the Conference Committee
of the Fourteen Cooperating Railroad Labor Organizations. Appear-
ances for the Conference Committee of Transportation Organizations
were entered by Charles M. ITay and Carroll J. Donohue, its attorneys,
and by officers®® of each of the several organizations involved. Appear-
ances for the Conference Committee of Fourteen Cooperating Railroad
Labor Organizations were entered by Frank L. Mulholland and Wil-
lard H. MeEwen, its attorneys, and by B. M. Jewell, its Chairman,
and officers®® of each of the several organizations involved.

The railroad earriers generally were represented by the Carriers’
Conferenee Committee and by the Carriers’ Vaecation Conference
Committee. Appearances for the Carriers’ Conference Committee
were entered by J, Carter Fort, Allan P, Matthew, Daniel P. Loomis,
William TI. Swiggart, Edwin A, Lucas, William T. Joyner, William T.
Faricy, Elmer A. Smith, Bruece Dwinnell, Burton Mason, and Burnham

Enersen, its attorneys.
Appearances for the Carriers’ Vacation Conference Committee were

* See Appendiz B,

*5 See Appendix C-3 and C-3,
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entered by Joseph I Johnston, R. J. Ilagman, and E. R. Brumley, its
attorneys, .
The Railway Express Ageney appeared in its own behalf, and ap-
pearances were entered for it by Albert M. ITartung, L. P, Bergman
C. J. Leary, W, J. MacGreevy, and J. B, Skagos, its attorneys nn:i
officers. The Agency employecs, consisting of members of the :‘C:]m'l:s,
Blacksmiths, and Maehinists Organizations, were represented by the
Conference Committee of the Fourteen Cooperating Orgunizations,
'The sh_urt line railroads were represented by the J‘Lmzricnn Short
Lines Railroad Association, appearances being entered by C. A. Miller
its attorney, and by J. M. Ilood, its president. o I
. W.R. MeMunn appeared specially in behalf of Merchants’ Despatch
! Ez;’:;?si:;:trtatm::] Corporation to protest its inclusion in the present in-
gation and report, u

o rEfrigerutnI;' m; : i;:jc;nﬂ;];;.gruund that the company operates a
" f:‘::e Tu]lenla, Peoria & l?gstelm_Rni]rand appeared by Robert G.
ﬂ;; 2 511:, 1];:';* uttur}wy. The jurisdiction of the Board was conceded.
i mrr,_ ;‘} Squgue asked that the Doard’s recommendation as to
@ r:er' e limited to rates of pay for power house and railway

op employ ecs, contending that only these wage rates were in disput
as :iq:tl:uwn by the records of the National Mediation Board B
= I:E }éuis; ;:! fullf;?}iii:lﬂnh][h“];mi Company appeared by John E.

k, it 1 - Mr. Buck eonceded the inclusi i
Eﬁ:r;z;-ui.n iﬂm Pl:t%]dt?nl':! proclamation. Nevertleless, he pf'lut:;r;s:}cfd Iil::
i any action of the Board beeause of the suceessful con-
n ol wage, rules, and vacation agreements with its brotherhood

and organization employ
o vees throus Nati lati
before the date of tlie prnnlamﬂtiun?h Sk M e

1 All other appearances representing
Etm 3!‘ the Board and all requests Fi?l'
wg:ltrin"cr;nflur stpfanml consideration from the Board were made in
s r:ques:su:mlmufrr;mﬁm?‘r?m?d of sueh written appearances
" ! aims which they urged ar i

ppendix to the transeript of record of the Bﬂnrd‘i if:turﬂ:lrgl -

pnrti_r:s protesting the jurisdie-
special appearances hefore the

III. BACKGROUND OF THE PRESENT CONTROVERSY

The i £
inated :ﬁtnrﬁ:::? which led to the President’s proclamation ori
divided into mm;muspuud between various parties. The carriers nx
eastern, The empl main groups, the Eastern, Western, and South-
men, 1.'r;*rllriz.~1|an'u&r.{j ?EES are divided into two gr oups, The operatin
Orgnnizations, bel y the Conference Committee of Transportati 3
Brotherho ﬂdalTE ong to what are commonly known as lt1I1 F'm:t
ference Commi € non-operating men were represented O
ittee of Fourteen Peanies by the Con-

: ; C i i
sations to whieh they reapectix-elyuﬁrlzr;;mg Railroad Labor Organi-

The proposal for vacati
- t i it
by & notice served by :GII:: ﬂo:ﬂ;ﬂh Py was initiated on May 20, 1940,

of the non-operating organizations
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on some or all of the rail earriers in each of the Eastern, Southeastern,
and Western regions. Thus the vaeation dispute is one between sub-
stantially all non-operating employees and substantially all carriers,
except the Railway Express Ageney.

Five davs after the vacation proposal, on May 25, 1940, most of the
Western earriers served a counter proposal for a reduction in pay
to offset any increase in costs in case vacations with pay should becume
effective. None of the Eastern and Southeastern carriers joined in
this connter proposal.

Conferences on the vacation issue were held on the individual prop-
erties, but no agreements were reached. 1t was not until some eight
months later, on February 13, 1041, that the fourteen non-operating
organizations submitted a strike ballot to their members. On Maurch
14, 1941, the National Mediation Board proffered its services, and
mediation proceedings were condueted in Washington, D. C,, between
March 14 and May 31, 1941. On this latter date the Medistion Board
advised the conference committees of the employee organizations and
of the carriers that no further mediation was possible. 1t then prof-
fered erbitration, which on June 16, 1941, was declined by the organi-

zations representing the employees.

In the meantime, issues as to rules of service and as to wages had ’

arisen. On May 26, 1041, all of the Eastern and Western major truok
line earriers notified the five transportation organizations, represent-
ing the operating employees, of proposed changes in rules of service.
The Southeastern earriers made similar proposals to the operating
organizations on June 2. Seven days later those Western carriers
which had proposed changes in the operating rules presented to the
fourteen non-operating organizations proposals to change the non-
operating rules. In this they were joined by all but two of the South-
eastern carriers. The Eastern carriers joined in the proposals to
change the operating rules but not in those which affected the non-
operating rules,

Conferences between the carriers and the two groups of employees
involved in the rules issue were held in Chieago from July 24 to July
81, 1941. The rules proposals were rejected by the operating brother-
hoods on July 30 and by the non-operating organizations on July 31,
and on these two days the disputes were submitted by the carriers to
the National Mediation Board.

Meanwhile the wage issue had been initiated on June 10, 1941, by
notices sent by some or all of the five operating brotherhoods to the
carriers listed in Exhibit “A” of the President’s proclamation, and
by notices sent by some or all of the fonrteen non-operating organi-
gations to the carriers listed in Exhibits “B" and “C" of the I'resident’s
proclamation. The proposal of the operating brotherlioods was that,
effective July 10, 1941, all existing basic daily wage rates be inereased
80 percent with a minimum money increase of $1.80 on the minimum
day. That of the non-operating organizations was that, effective July
10, 1941, wages be increased by applying to all rates then in effect
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an increase of 30 cents an hour, with & minimum hourly wage of 70
cents, s
Following the receipt by the carriers of the wage proposals, dif-
ferent sets of committees of the carriers and of the operating and
non-operating groups of employees conferred with respect to them
from July 30 to August 5, 1941, In each case the earriers rejected
the proposed increases in wages, and neither dispute was at that time
submitted to the National Mediation Board,

Upon this failure to come to an agreement, each of the employes
groups on August 5 eirculated strike ballots returnable September 5,
1941. The five operating brotherhoods listed the carriers’ proposal for
changes in rules and the brotherhoods’ proposal for wage inereases,
The ballot of the fourteen mon-operating organizations listed four
tssues: vacations with pay, the counter proposal for a 10 percent re-
duction in pay served by most of the Western carriers, wage increases,
and the rules changes proposed by certain carriers, Tlie canvass of the
ballots showed an almost unanimous strike vote in each instance,

On AugusT: 11, 1941, the National Mediation Board served notiee
that thg carriers had invoked its serviees, and mediation proceedings
emhrafmg_ all parties and all disputes started on that date. During
these mediation proceedings it was agreed between the earriers and
the ﬁfn:: operating brotherhoods that their rules dispute be held in
medmtmnt until th& ﬂ{;ﬂl settlement of their wage dispute, No such
agreement was made betw i
fridiitaiivictint etween the earriers and the fourteen non-oper-

T}m remaining mediation proceedingd were terminated by the
Nm_mnn] Mediation Board on September 4, 1041, with an offer of
arbitration. This offer was aceepted by the Eﬂrril'.';'s but declined by
e;:mhr::f the employee groups. Five days later, on September 9, 1941
the five upcratmg brotherhoods notified the National ]!l.[r:d'u:tf.iuu“13-u;na:rt:'lI
that a s!r:ke was to beeome effective on September 15, 16, and 17, 1941
The strike of the fourteen non-operating urguni:r,nti{;ns ,wns r:nII'r:d fml'
September 11, 1941, The President's proclamation ereating this E
gency Board was issued on September 10, 1041 L

The history of the dispute between e'mpIujl-ees and
Express Agency calls for separate recital because of
83'5“5[1 made and because of other circumstances presently to be noted

n June 10, 1841, all of the Express Agency employe -
by three organizations separately served e e
of demands for an § Jracss o the Agency
= inerease of wages, These three oreanizat)

o Brotherhood of Rail A ganizations were

) way and Steamship Clerks, Freizh
_Expresa and Station Employes; Internati e ’ Hnnd]e_r o
ists; and International Brnthe'rhund mmeIiHI Amfn-::mtmn i
and Heloews. i of Blacksmiths, Drop Forgers
notices of two of the organizations conf
a1 ormed

substantially to the wage notices g

_ g erved by other non- i

mzy;f:cﬁ?n ;gr:ﬁ;;e :ﬂei' tltll::nt t‘neﬂExpresa Agency, ;']lzﬂeri::ttii:ti;
: » 10 that it fixed August 1. 194

posed effective date of the increase and in that i'E ma-:ga'r l:a:}tl:lllﬂ:ml::lz

the Railway
the separafe
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for a fixed minimum wage. No proposal for vacations was made to
the Express Agency.

On the same day on which the wage demands were served by the
employees, the Ageney served separate formal notices on the three
organizations for changes in the working rules to effect a restoration
of the 48-hour week in lieu of the existing 44-hour week, and to limit
the existing vacation rule to employees who have worked not less than
250 days or 2,000 hours during the preeeding calendar year. Confer-
ences were held but no agreement was reached. On July 18, 1941,
the services of the National Mediation Board were invoked. The dis-
pute was handled by the National Mediation Board separately from
the general wage dispute between the railroads and the non-operating
employees. Ilowever, the Railway Express Agency was included in
the general strike order of the non-operating employees called for
September 11, 1941, but it was classified separately in the President's
proclamation of September 10, 1941,

IV. THE ISSUES PRESENTED TO THE BOARD
1.

Before presenting in detail the particular proposals on which the
Board is asked to make findings and recommendations, it may be well
to restate briefly what parties are involved in each dispute and to
point out such changes as have taken place with respeet to the issues
before the Board as compared with the proposals initially made by -
the parties to each other. "

The only proposals made by the employees are for an inerease in
wages and for the granting of vacations with pay. All of the em-
ployees are parties to the wage dispute, but only the non-operating
employees presented the vaeation propesal. Both proposals were made
to rail earriers in each of the Eastern, Southeastern, and Western
regions. The wage proposal but not the vacation proposal was made
to the Railway Express Agency.

The only wage-reduetion proposal was the conditional one of the
Western carriers to offset the eost of complying with any vacation
proposal,

Only the Western and Southeastern carriers presented proposals
to the non-operating employees for changes in rules of serviee. The
rules proposals made by all carriers to the operating employees were
postponed for continued mediation pending the report of this Board
on the wage issue. Those made to the non-operating employees were
submitted to the Board, but counsel for the earriers in his opening
statement relieved the Board from the duty of making speeifie recom-
mendations for the adoption of the partieular changes proposed.

The carriers initially filed with the Board no counter proposals to
the general wage proposals of the employees. Toward the close of
their ease in chief, however, the carriers submitted an offer in the
form of a so-called Emergency Payment Plan which would adjust
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wages for a limited time by wariations above but not below the
present bosie rates,

'd,‘ counter propesal initially made by the Railway Express Agency
to its three non-operating organizations ssked for elunges in rules

which would bring about a restorution of the 48-honr week and for
a modification of the existing vaention rule, so as to efjialize past
benefits und 1he cost of the proposed wage inerease. Under dute of
October 16, 141, fhe formal confirmation of withdrawal of this coun-
ter proposal was filed with the Bowrd, sueh witlilrawal havine been
maide orally at the opening heaving of the Boand, The IExpress ;nnney
made a separate record before the Donrd and asked for a S(‘ll;:lrlltﬂ
recommentdition “that as to the dispute between the Railway Express
Ageney and its employees represented by the Clerks, Machinists, and
Blacksmiths Qrganizations, mediation shonld be resumed” for the rea-
son that the dispute “was still in mediution when the proclamation
was issued."”
2,

The various proposals and co i
: : unter proposals
detail as fullows: RESF R

Wages: Proposal made by the operating employees:

L1 H

1““Th:]:t ﬂ[r"‘ft,we_ Jul_-,rdll], 141, all existing basie daily wnge
afes be increased thirty (30) pereent with a minimum
munrc_r tnerease of -‘BLSﬂlnn the minimum day. The same per-
:ﬁl:l:f:;;i;:;zr::l?ﬁ:nnllrlnlmd to the basie day will be applied to
to {}l;tily and mr:mtli::y ﬂgllfzf?]zsn;;;:s” = ARE Siontosts

‘llr}"rlmcus.'::?nm_de by the non-operating employees:
I j::u;,ealwe‘*lul.y 10, mul. there be applied to all rates
elleet an increase of thirty (30) eents an liour, pro-

vided that no emplo ree sl i
el ployee shall be paid less than seventy (70)

Jlt- i i M. g 1
l’rmusl:‘:: t';,l. T;mr& “emergeney compensation payment” to run
above thia L" er 1, 1941, to December 31, 1042, effective only
with ,:.:.,-;,-::im |’mlT'mg of pay and applicable only to them
up to $30.00 Ht?mt iaa% inerense calenlated on weekly \\-nwu;
ol « 8 maxi =
TEEI?;HHE %30 or more per 1;:;;»:“1 of $1.50 per week for men
¢ Pereentage factor of varintion to be determined from a

L]

one-half the gross r i
S8 revenue ine i i
full change in the eost of lh'inr;um - SRR Rk

The payment to be appli
pplied
on the eomposite index F;’ur N iy

e-month period based
ovember 1, 1041, with adjust-
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ments at quarterly intervals, but no adjustment to be made
unless the index has moved five points or more from the date
of the last adjustment.

Vacations with pay: The non-operating employees submitted to all
of the carriers designated in the President's proclamation with the
exception of the Railway Agency the following proposal;

“All employees, upon the completion of one year's service,
and who are regularly employed, shall effective with the year
1940 and thereafter be given annually two consecutive calen-
dar wecks vacation with pay.

“All other employees, upon the eompletion of one year's
service, shall, effective with the year 1040 and thereafter, be
given an annual vacation of one working day with pay for
each month during which they earned compensation during
the preceding calendar year,

“During the vacation period, the basis of pay for hourly
rated employees shall be eight times the hourly rate for the
gervice last performed prior to vacation, and for employees
paid on piece work, mileage, daily or monthly basis, at the
regular daily rate for the serviee last performed prior to
vacation.

“The wacation period shall generally be between April 1
and September 30 and employees in each seniority distriet
ghall be entitled to preferential vacation dates consistent with
the requirements of the service and their standing on the
seniority roster; provided, however, that by agreement be-
tween the Committee representing the employees and the man-
agement arrangements may be made for the granting of vaca-
tions to individual employees at times outside the limits
herein specified.”

The sole ecounter proposal by the carriers was submitted by the
Western group as an offset to the vacatien with pay proposal of the
non-operating employees to compensate for the cost to the earriers of
the granting of such vacations. In his opening statement, counsel on
behalf of the Western carriers stated that this was not an independent
proposal for a wage reduction, but only a counter proposal.

Ile added also that the 10 percent fixed in the notice was inserted
before ascertainment of the cost by the carriers, “with the idea that
when the cost of applying the vacation demands as made was ascer-
tained, the 10 per cent fizure could be adjusted to such an amount
a3 would be necessary to offset the cost.”

Changes in Rules: The rules changes proposed by the Western and
Southeastern carriers in their demands on the non-operating employees
are in the form of a long memorandum® not fully informative unless
read against the background of the rules themselves. Briefly the pro-

* See Appendiz C-4,
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posal, according to the carriers, was to revise some rules so that, while
recognizing and eonfirming the existence of craft and class lines, essen.
tial work may be aecomplished without disproportionate sacrifice of
reasonable efficiency and economy, so that the rules may be clarified to
permit some flexibility in hours, assignments, and starting times, and
so that the revised rules would place on a uniform basis the limitation
provisions for the presentation and handling of claims and grievances
of employees,

Counsel for the earriers, in outlining the rules proposal in his open-
ing statement, informed the Board that the carriers would ask, not for
a recommendation in favor of tle adoption of the proposed changes
but merely for a condemnation of the existing rules as unduly restrie-
tive and for a recommendation that the issue be submitted to mediation
and arbitration if adjustments were not otherwise agreed upon.

V. WAGE CONTROVERSIES IN THE RAILROAD INDUSTRY
SINCE 1920

Labor disputes in the railway industry have been a matter of Federal
eoncern for over Lialf a century, It is linnecessary to give the details of
that history in the present report. ITowever, the present controversy
Hl_a ¥ perbaps be better understood if a brief resume of important labor

isputes und settlements is presented here.®

= ;::i-m [{]m'gﬂI,].mems of grlcal;mat interest date from the period of World
- during this war period, un precedented rises in prices
oceurred and the eost of living seriously outran the ‘Wages received by
the railway employees, Demands for inereases, were aIHready penclin:"
wh_cn. on December 28, 1917, the Federal government took over th:
ra{]n-n;.':s. A commission, known as the Lane Commission, was ap-
pointed by tllae Direetor-Generg] of Railroads to iuvesﬂnat'e the de-
mands of railway labor fop wage inereases, This Gﬂr;missiun on

.-mlnl 30, 1918, recommencded substantial Wage increases on g Bli;liﬂ
Sj:lil ¢ pereentage basis for the bulk of railway labor, primarily on thg
1&1] [{:u ::i;];:;t litt'lqges of krm!wn}r labor had not };ent pmrm with the rise in
el r:!}t‘ ;:{i:n "1 ]J;e recommendations, with slicht modifications,
General Order Ny, l;??.} e Riostog-Goam RN I, T
Y pi::mt:ﬂ:lzlm;_ on the part of railway labor continued despite some
Trﬁl‘-GDnnrnIHm:!;] Justments granted to partieular groups by the Direc-
Work arat ¢ recommendation of the Bogrd of Railroad Wages and

rhing Conditions, & boap established } th ¢
the recommendations of the Lane C Saiioe, o o ith oo of
15;],!] i i ommission, In the latter part of
adjust them to the contin ise i fat i

I ng:;dpt:?s :E :}I:ﬁ;nsi;duf living and to align
ustries. Nothing was

faet th inasi
s faler descrintion of the hiyto at termination of Fed-
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eral control of the railways was pending. President Wilson, while
balding that the problems presented by lubor should be dealt with after
the roads were returned to their owners, assured labor that there
would be provided a mechanism for the consideration of their claims,
The Transportation Act of 1920 set up such a mechanism by providing
for the establishment of the Railrond Labor Board which was author-
ized to deal with controversies relating to wages and working con-
ditions.

On July 20, 1920, after considering the claim of railway labor that
wages were inadequate, the Board granted wage inereases ranging
from 12,5 percent to 26.2 percent and averaging about 22 percent
for all railroad employees. Due to the business recession of 1920-21,
which caused a substantial decline in not operating income, the ear-
riers pressed for a decrease in wages, and nroceedings were instituted
before the Board. On June 1, 1921, the Board eranted waze redue-
tions averaging 12.2 percent. Further reduetions in wazes covering
varying groups of railway employees were zranted in 1922,

For a number of reasons both labor and management grew in-
creasingly disinelined to invoke determinations by the Railroad Labor
Board, and undertoul to deal witl wage problems by direet negotia.
tion. In 1926 the Board went out of existence as a result of the enact-
ment of the Ruilway Labor Act of that year.

The provisions of the Railway Labor Act of 1926 placed emphasis
upon the settlement of railway labor disputes through processes of
negotiation, mediation, and arbitration. These procedures were used
to dissolve controversies coneerning one or another group of employees,
Up to 1929, increases in wages on the basis of individual arrecments
were secured by almost all groups of railway employees, though in
general, wage rates equivalent to those established in 1920 were not
re-established.

The onset of the depression in Jote 1929 ended further upward wage
adjustments. As the depression weepened and net ruilway operating
income declined, the earriers undertook to sccure a reneral rediuetion
in wages. Such a reduction was effected on a nationsl hasis by an
agreement, reached on January 31, 1932, between the officials of the
carriers and the representatives of the employee organizations, This
agreement provided that, for a period of one year heginning February
1, 1932, there should be a deduction of 10 percent from the pay check
of each employee covered by existing contracts. This agreement pro-
vided not for a reduetion in the basic wagze seales then existing, but
for a temporary deduetion from basic wages, The agreement was later
extended to Oetober 31, 1933, and again to Jun= 30, 1034,

On April 26, 1934, an agreement was reached between the carriers
and railway labor for the restoration of the 1932 deduction. Tt was
provided that 214 percent be restored on July 1, 1934, an additional
2% percent be restored on January 1, 1935, and the final 5 percent
on April 1, 1935,

In 1937, with the improvement in business conditions, railway labor
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moved to secure an increase in wazes. After prolonged negotiation
and mediation, the Nationul Mediation Board, on August 5, 1937, and
on October 3, 1937, succeeded in securing settlements which gave to
substantiully all groups of railway labor wage increases amounting to
5 ceuts an Lour for non-operating service and a4 eents an hour for
train and engine service, llardly had these agreements been reached
when @ushlmss recession set in and substantial deelines in railway net
operating income were suffered. This led to an effort on the part of the
carriers to effeet wage reductions to the amount of 15 percent.
Negutiations were entered into early in 1038 by the carriers and the
labor organizations to Landle the matter on a national basis. Eifforts
to settle the controversy by nesotiation and subsequently by media-
tion were unsuccessful, and it appeared that a nation-wide strike
wnulﬂthe called if the wage reduction proposals of the carriers were
not withdrawn, In view of the seriousness of the situation and the
threat ufﬁllm interruption of interstate commerce, the President ere-
ﬂil:*_cl an ll'.ul:IlE'I'gEtlf‘:}" Board, under seetion 10 of the Railway Labor Aet,
to investigate and report respecting the dispute. After extended hear-
ings t]IEr Board reported to the President, on October 29, 1938, and pre-
sented its conelusion “that no horizontal reduction upon a' national
scale of the wages of railway labor should be pressed by the carriers
at this time.” On November 4, 1038, the railroads advised the Presi-

dent that the notices fo -
: r a li o .
withdrawn, 15 percent wage reduetion would be
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also independent representation, argument, and brief in support of
the rules propesal advanced by the Western and Soutlieastern ear-
riers,

With respeet to rules, the earriers involved were the moving party,
and the issne is sulliciently separate from those in the wage and
vacation eontroversies to make it advisable to state the opposing
contentions in the section eanfined to the rules dispute. The em-
ployees advaneed their wage and vaention contentions equally, and
withuut differentintion, against ull the earriers, except that the Rail-
way Express Ageney was included only in the wage dispute. Their
specinl cuse against the Express Aganey was in the nature of rebuttal
against the Awreney's clnims of independence, separability, and dif-
ferentiation. These econtentions will stand out more clearly when
summarized in the section confined to the Express Ageney.

With these qualifieations we proeeed to ontline the major contentions
of the employees and the major contentions of the carviers. The con-
tentions on both sides were supported by elaborate statistical data.
Such proof will not be summarized here, but will be dealt with in the
two suceceding sections on railroad wages and their adequacy and
on the finaneial situntion of the earriers. The summary whieh fol-
lows is confined to an abstract of the prineipal arcuments of the
parties, with no implication of concurrence or dissent on our part.

A, CONTENTIONS OF THE EMPLOYEES
1. The Fourteen Cooperaling Railroad Labor Qrganizations.

The employees in the non-operating services based their wage case
on two main contentions: (1) that the railroad industry is enjoving
a high level of prosperity and ean afford to grant wage inereases;
and (2) that both absolutely and relatively the railroad employees
are entitled to the wage increases which they have put in issue.

The present prosperity of the earriers is the result of the great
expansion in the volume of traffiz. The employees express their con-
fidence that still further expansion is inevitable, As volume inercases,
net income increnses at a still higher rate. The recent improvements
in operating efficiency and in plant and equipment have already
lowered the ratio of waze costs to total costs and will progressively
reduce that ratio as teaflic approaches nearer and nearer townrd full
utilization of the combined facilities of the enrriers. Other costs than
wazes will also be less per unit of traffiec as the same rails and equip-
ment ave more fally emploved. A still greater enhancement of net
earnings will acerue to those roads whieli because of past distress
have been reorganized with resulting deereases in their fixed charges,

The present and prospective improvements in the condition of the
railroad industry as a whale will, it is argued, be refleeted in eorre-
eponding amelioration of the finnncinl status of most individual roads.
If there are still marginal lines which face reorganization, it shonld
be recognized that some of them have long been in a hopeless condi-
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tion and that some are controlled by more prosperous roads for which
they are remunerative feeders. While the necessity for reorganization
is to hg regretted, the necessity is due to already existing conditions
for which reorganization is the imperative cure, The losses to inves.
tors thus registered through reorganization are losses that have long
been aceruing or acerued, The remedy of reorganization restores the
Lur.lystr_r itself to a firmer financial position with new safeguards
against future deficits in net ineome. Whatever the unhappy pros-
peets _uF a few roads, the employees assert that the Board in recom.
mending wage rates for the entire industry should not be influenced
by the eondition of these marginal lines, It would he essentially un-
:ﬁzmﬁ:i‘tf;l;i‘ irleuah?:g the workerf: of an entire indu?try because of

position or the improvident operation of a small
number of roads,

Wh:En‘ihe CArriers in recent vears hgve had to meet eompetition
from “"?Wll they formerly were free, they have made definite progress
In nluac-lmg it, -'iml! further progress is to he anticipated, as theur:ur—
ri|1=rs1 L'u].ltlt].l:ﬂ to improve their services and gs competing forees of
transportation beeome mereasingly subject to governmental regula-
Lm‘st and their employers hecome iltEI‘E'E;Hi||roT1Ir lTnJ'uni:md. >
'.'.nih:zﬁ:l]?ﬁﬁ:f" ]Tr}”“\“d. to I‘nlolnrx which would eushion any post-
ruumiw “n-l: '.I T, ,”m“.!m' atter the first World War. Even this
I!In.-t'v.'l:'lln;n- zl1|: ;-iqi["r.-mlﬁrl“l‘v bbb “T“] for approximately a decade
ool Hh ':t'rllr ~]-ﬂ:“| industey enjoyed great prosperity. The car-
in respest to ;w]é‘__“l'ﬂf 't‘:”l_’""]_“_'-'" 4 peenliar and untenable argument
wonld resjs zl;n: -;1 - Sy ssu0N End ot Prosperity. Presumably they
ings, vet they sin .]_“.“m to raise wage levels in periods of low earn-
o the .lllermr'-:- 1If|tnr_J l”-ll-‘: T :t'““[l elforts in periods of prosperity,
e Sl :1 '.s. lle existing conditions may appear to justify
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In advancing these claims for increased wages, the employees de-
clared that they sought, not a favored position among industrial
workers, but merely equality of treatment. The requirements of
service exacted by railroad employment are as severe as those imposed
by any industry upon its employees, and due recognition should be
given to the skill and to the responsibilities of the employees involved
in performing their work, The railroad workers have for two decades
observed a steady improvement in the wages of the American worker,
an improvement in which they have not participated, and in which
they believe they have a right to share.

With reference to the financial condition of the carriers, the em-
ployees drew the conclusion that when the movement for a wage
increase comes at a time described as one in which the railroads are
receiving a bounteous portion of the mounting earnings of industry,
it is essentially unfair that all of the increased profits be diverted to
management and invested capital. The employees suffered in the
season of depression even more than did the railroads, and now ask
for themselves a just division of the fruits of prosperity.

In support of their plan for a two weeks vacation with pay for the
non-operating groups the employees offered the following propo-
gitions: (1) Enlichtened thinkers everywhere have considered vaca-
tions socially desirable because they provide necessary relief from
industrial fatigue and afford opportunity for leisure and change of
environment which will contribute to the development of faculties
essential to good citizenship. (2) There is a strong and increasing
trend toward the granting of .vacations to industrial workers, {3)
This movement may be extended to the railroad industry without
encountering practical difficulties growing out of either the physieal
structure of the railroads or the present volume of their traffic, (4)
The cost of granting wacations to railroad employees would be
negligible in view of the finaneial condition and future prospects
of the industry. These propositions were elaborated by citations from
reports of employers stating the good effects which have resulted
from the adoption of vacation plans for their employees, by records
of the rapid increase of agreements providing for vacations, and hy
testimony as to the important funetion of vacations in the improve-
ment of the soeial order.

The vacation plan, it was pointed out, did not propose vacations
for those who had not had one year of service. While an employee
who had not had substantially full employment during the preceding
year might be eligible for a vacation, it was noted that an employee
on furlough does not lose his connection with the industry, The rail-
road service of a furloughed employee is not considered as having
been interrupted by a temporary cessation in the performance of
active duties. This continuity of the service relationship, though the
employment may be intermittent, is recognized by both the Railway
Labor Act and the Railroad Unemployment Insurance Act.
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2. The Five Operating Drotherhoods.

The only issue presented to the DBoard by the employees in the
operaling services was that of an inercase of wazes. Inasmuel gs the
non-operating orgnnizations had opened the ease for the empliyees
and had dealt at length and in great detail with the financial situa-
tion and prospeets of the earriers, with the elaims of the empluyecs
that their wages were lower than those of employees in similur oceu-
pations in non-railway industries, and with the rising cost of living, the
conlentions of the operating brotherhoods on these points were mainly
cumulntive and therefore need not be stated in detail.

The basic contentions of (he aperating brotherhoods were thus
set forth in the introduetion to their brief: “The contention of the
operating employes that their wiages do not Tairly and adlenuately
compensate them for the serviees they render and their gonsequent
proposal for a wage incronse rest upon the lollowing considerations:

1. The kind and ehnractor and characteristics of the work;

2, The inerease in the service performance and responsibility of
;Iie rmn since the fixation of wages ut substantially the present
evel;

3. The nereased service performance which is being demanded,
nn:_! will be demanded of them in the emergeney period, upon
::.'Im:h we have entered and which wil| undoubtedly continue

) “i";r many nmnlths and probably for MAnY yvenrs

5~ 'I‘im WHZeS pa il and wage trends in other industries;

A ]m rise in the cost of living which s already ensued and
the eertainty of further marked rises."

In ela i : iy ;
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the men in the service. Upon these men the carriers must rely for
success in efficient handling of an expanding volume of traffic with
heavier loading and at swifter pace with superior records of on-time
arrivals, Upon these mén, ‘too, the earriers must rely for the best of
relations with all patrons of the serviee as an important factor in
meeting the foree of competition.

The operating brotherhoods joined with the fourteen organizations
in expressing confidence that the eurrent improvement in the volume
of business is not a temporary one, but will continue after the present
emergency as it did for a long period after the first World War, They
added that the high volume of traflic at the moment, even if there
should be a recession later, makes inereased demands for service upon
the men and that thercfore they are entitled to an increase in pay
whether the emergency ends tomorrow, next year, or ten years hence.

In connection with the wages of employees in other industries, the

operating brotherhoods recognized a difficulty in determining com-

parability, since the work in the railroad operating service is of a
character seldom found outside the railroad industry. This unique
character of their work was assiened as an additional reason for
wage inereases when accompanied by increased service performance
on the part of the men and by inereased net operating income en-
joyed by the carriers,

Finally it was urged that deserved wage increases should not be
denied for fear that such an inerease might further the tendency
toward inflation. While the employees joined withy the earriers in a
sincere concern over the possibility of excessive inflation, they insisted
that it is not within the provinee of ap Emergency Board, serving as
an intermediary in the collective bargaining process, to attempt to
control or influence such general tendencies by recommending that
an inerease in wages, even if deserved, should be withheld, because of
considerations of a publie eharacter that are for other public agencies
to weigh and act upon. A somewhat similar point was made about
the possible effect of wage increases in furthering the necessity of
the financial reorganization of some of the carrviers. If by reason of
high fixed charges there are roads that eannot pay adequate wages
and still meet the interest due to bondholders, then finaneial reor-
ganization should be regarded as a necessary measure to put the
enterprise on a selid footing,

B. CoxtEnTiONS oF THE CARRIERS

The contentions of the carriers are much more difficult to state
in summary form, since to a large extent they necessarily consist in
denying, qualifying, or minimizing the arguments of the employees.
In general their position was that the proposals of the men are
grossly excessive both from the standpoint of the situation of the
employees and from that of the past, present, and prospective earn-
ings of the carriers. Here again, as in the case of the employees,



18 REPORT OF EMERGENCY BOARD

extensive statistical data and testimony were offered to support the
positions advanced,

. Thle chief counsel for the carriers on the wage issue pointed out
in his closing argument that the question of the reasonableness of
wages does not lend itself to solution by any nice formula. A case
of this kind, he said, is lurgely a matter of measuring equities amiinst
equities, of trying to weigh conflicting interests in order to reach an
eqml_lhrmm. By way of illustration he noted that wage fixing might
be simple if viewed solely from the standpoint of the immediate
terest of the employees, without considering their long-run interest
w:_thuut considering the interest of the security holders, or of l!n:I
El]i]l[lr'rs, or the national interest in a lealthy, robust and thriving
railrvad system. It would be equally simple if viewed solely from
the standpoint of any other selected interest in entire disreward of
|_1]] the rest. But all these interests must he put on the m:ures of
Judzment in order tg reach a proper balance,

Cluunscl emphasized the importance of the railway industry in the
national eeonemy, the difficulties with wlhich the i;ﬂiustrv lias been
beset, the widespread distribution of railroad securities, and the great
?Iﬂ;;lline of employment which the railwg ¥s provide. The liealth n? the
ILSIE-:I”:'JJ'—:E;Jﬂr:nielt:niflu““fmmd' power to provide ample and efficient
A r 0L major importance to the well-being of the
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that present conditions are more than temporary and that wage
increases should be granted on the assumption that business expansion
will long eontinue. It is to be anticipated that, when the defense
emergency is over, traffic volume will decline and the present gains
will disappear.

The railroad workers, it is contended, have fared better, and now
fare better, than the rank and file of the workers of this eountry.
The average compensation of railway employees is not exeeeded in
more than a handful of industries for which over-all records are
available. As a group, therefore, they are in a relatively favered
position. The recent advances in wage rates in a few selected indus-
tries engaged in production of defense materials do not afford a fair
basis for comparison. Much of the new labor has to be brought from
a distanee with consequent inereased expense to the worker, and the
conditions of work and of living are disadvantageous in contrast with
the settled employment on the railroads. Many of the recent inereases
in wages in outside industries are due to factors whieh raised railroad
wages years ago, and are therefore not of significance as evidence of
a general trend whieh should be applied to all wages,

The claims of the employees that they have not been adequately
rewarded for their inereased produetivity, and that the modernized
plant and equipment require the use of more skill and effort, are
without foundation. The inereased productivity is due almost wholly
to huge expenditures for the modernization of the plant and to
improvement in management. Without the deerease in unit costs
of traffie as a result of this modernization, the carriers would have
been unable to maintain the seale of wages that has obtained. The
recent improvements in tools and all facilities have made the labor
of the worker easier rather than harder. The skills required have not
been shown to be greater than those in other industries,

Railway employees shared the ill effects of the depression in less
degree than employees generally. Regularity of employment is higher
on the railroads than in industries generally. Railroads must operate
continuously, Many of the outside industries that are now having a
mushroom growth will inevitably when the emergency is over either
close down or reduce the number of their employees muel more than
will the railronds,

With respect to the demand for a minimum wage, the ecarriers
elaimed that there is no justification for establishing such a rate for
common labor in excess of the rate fixed by the Federal Administra-
tor. An inerease in the minimum rate will necessarily have the effect
of inereasing unemployment.

With regard to the cost of living, it is contended that, neither at
the time the wage requests were made nor at the present time, has
there been any such inerease in the cost of living as would support
or justify a disturbance in the basie rates of pay agreed to in 1937,
In recognition of the possibility of future increases in prices the
earriers proposed an arrangement for temporary inereases in pay on
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