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The a p p r o v a l o f the R a i l r o a d U n e m p l o y m e n t 
I n s u r a n c e A c t o n June 25 , 1938, b r o u g h t t o f r u i 
t i o n a m o v e m e n t w h i c h began as e a r l y as 1934. 
I n h i s a n n u a l r e p o r t f o r t h a t y e a r the F e d e r a l 
C o o r d i n a t o r o f T r a n s p o r t a t i o n r e c o m m e n d e d the 
e s t a b l i s h m e n t o f a F e d e r a l p l a n o f u n e m p l o y m e n t 
insurance f o r t r a n s p o r t a t i o n w o r k e r s , a n d l a t e r 
the I n t e r s t a t e C o m m e r c e C o m m i s s i o n c o n c u r r e d 
i n t h i s r e c o m m e n d a t i o n . I n 1935 the C o m m i t t e e 
o n E c o n o m i c S e c u r i t y m a d e a s i m i l a r r e c o m m e n d a 
t i o n , s a y i n g : 

"We are opposed t o exc lus ions o f a n y spec i f ied 
i n d u s t r i e s f r o m the F e d e r a l a c t , b u t f a v o r the 
e s t a b l i s h m e n t o f a separate n a t i o n a l l y a d m i n i s 
t e r e d s y s t e m o f u n e m p l o y m e n t c o m p e n s a t i o n f o r 
r a i l r o a d employees a n d m a r i t i m e w o r k e r s . " 

I n M a r c h 1936 a d e t a i l e d p l a n , Unemployment 
Compensation for Transportation Employees, was 
p u b l i s h e d b y the F e d e r a l C o o r d i n a t o r o f T r a n s 
p o r t a t i o n , a n d a series o f d iscussions was s t a r t e d 
w i t h v a r i o u s a f fec ted g r o u p s . The d r a f t b i l l 
i n c l u d e d i n t h i s r e p o r t w a s n o t e n t i r e l y s a t i s f a c t o r y 
t o the s t a n d a r d r a i l w a y l a b o r u n i o n s , w h o a p 
p o i n t e d a spec ia l c o m m i t t e e o n u n e m p l o y m e n t 
insurance t o c o n t i n u e a s t u d y o f t h e p r o b l e m . 
The m a j o r o b j e c t i v e o f t h i s committee w a s the 
d r a f t i n g o f a b i l l w h i c h w o u l d be r e l a t i v e l y s i m p l e 
t o a d m i n i s t e r a n d eas i ly i n t e l l i g i b l e t o t h e o r d i n a r y 
w o r k e r . 

W h i l e w o r k i n g o n t h i s p r o b l e m , t h e R a i l w a y 
L a b o r E x e c u t i v e s ' A s s o c i a t i o n c o n s u l t e d w i t h a 
n u m b e r o f i n t e r e s t e d G o v e r n m e n t agencies a n d 
i n d i v i d u a l s . W h e n the b i l l was i n s u b s t a n t i a l l y 
f i n a l f o r m , the A s s o c i a t i o n e n t e r e d n e g o t i a t i o n s 
w i t h the r a i l r o a d s , i n the hope t h a t t h e y m i g h t 
j o i n t l y sponsor a m u t u a l l y s a t i s f a c t o r y b i l l . 
W h e n , h o w e v e r , i t became a p p a r e n t t h a t t h e 
n e g o t i a t i o n s c o u l d n o t be success fu l ly c o n c l u d e d 
be fore the a d j o u r n m e n t o f the 7 5 t h Congress , the 
A s s o c i a t i o n dec ided t o sponsor i t s b i l l i n d e p e n d 
e n t l y . The b i l l w a s r e p o r t e d f a v o r a b l y t o b o t h 
H o u s e s o f Congress a n d passed w i t h o u t a single 
d i s s e n t i n g v o t e . 
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Main Provisions of the Act 

T h e a c t creates a n a t i o n a l p o o l e d - f u n d s y s t e m 
of u n e m p l o y m e n t insurance f o r r a i l r o a d w o r k e r s . 
I t , t h e r e f o r e , exc ludes t h i s t y p e o f i n t e r s t a t e 
e m p l o y m e n t f r o m coverage b y t i t l e I X o f the 
Soc ia l S e c u r i t y A c t as o f J u l y 1, 1939, a n d , as of 
t h i s same d a t e , r e q u i r e s t h e Sta tes t o cease cover 
i n g t h i s e m p l o y m e n t b y t h e i r u n e m p l o y m e n t 
c o m p e n s a t i o n l a w s . I t p r o v i d e s t h a t b o t h o l d -
age a n d u n e m p l o y m e n t i n s u r a n c e f o r r a i l r o a d 
w o r k e r s s h a l l be a d m i n i s t e r e d b y a single F e d e r a l 
agency , t h e R a i l r o a d R e t i r e m e n t B o a r d , o n the 
basis o f a single set o f r e p o r t s f r o m e m p l o y e r s . 
T h e p l a n w i l l be f i n a n c e d b y e m p l o y e r c o n t r i b u 
t i o n s l e v i e d o n the same base as t h e t a x l e v i e d by 
t h e C a r r i e r s T a x i n g A c t . T h e coverage , i d e n 
t i c a l w i t h t h a t o f the C a r r i e r s T a x i n g A c t a n d the 
R a i l r o a d R e t i r e m e n t A c t o f 1937, i n c l u d e s ch ie f ly 
i n t e r s t a t e r a i l r o a d s , c e r t a i n o f t h e i r o p e r a t i n g 
subs id iar i e s , s l eep ing-car a n d express companies , 
t ra f f i c a n d s i m i l a r assoc iat ions m a i n t a i n e d b y the 
r a i l r o a d s , a n d r a i l r o a d l a b o r o r g a n i z a t i o n s . 

Since t h e m a i n p r o v i s i o n s o f t h i s a c t were 
b r i e f l y s u m m a r i z e d i n an ear l i e r issue o f th is 
B u l l e t i n , 1 it is necessary here t o m e n t i o n o n l y i ts 
c e n t r a l f ea tures , a n d p a r t i c u l a r l y t h e bene f i t p r o 
v i s i ons . B e n e f i t s become p a y a b l e o n l y w i t h 
respect t o u n e m p l o y m e n t o c c u r r i n g a f t e r J u n e 30, 
1939. A n e m p l o y e e o f a c overed e m p l o y e r w i l l 
t h e n be e l i g i b l e t o rece ive benef i t s : 

(a) I f , w i t h i n t h e a p p r o p r i a t e p r e c e d i n g ca l 
e n d a r y e a r , he has earned $150 o r m o r e i n covered 
e m p l o y m e n t ; a n d 

( b ) I f , w i t h i n (6 m o n t h s p r e c e d i n g t h e b e g i n n i n g 
o f a n y bene f i t y e a r , he has h a d a w a i t i n g p e r i o d of 
15 c o n s e c u t i v e d a y s o f u n e m p l o y m e n t o r 2 half 
m o n t h s i n each of w h i c h t h e r e were 8 d a y s of 
u n e m p l o y m e n t f o r w h i c h benef i ts were n o t p a i d . 

B e n e f i t s w i l l be p a i d f o r each d a y o f t o t a l u n e m 
p l o y m e n t i n excess o f 7 d u r i n g a n y p e r i o d o f 15 
d a y s , i n a m o u n t s r a n g i n g f r o m $1.75 t o $3.00, 
a c c o r d i n g t o the e m p l o y e e ' s t o t a l e a r n i n g s f rom 
covered e m p l o y m e n t i n a p r e c e d i n g c a l e n d a r year. 
The m a x i m u m t o t a l bene f i t s p a y a b l e t o a n y em-

1 See Social Security Bulletin, V o l . I , N o . 6, June 1038, p. 31. 



ployee d u r i n g a p e r i o d o f 12 m o n t h s w i l l be 80 
t imes his d a i l y b e n e f i t a m o u n t . I n o t h e r w o r d s , 
the rates r a n g e f r o m $14 t o $24 per h a l f m o n t h o f 
t o t a l u n e m p l o y m e n t , a n d the m a x i m u m d u r a t i o n 
is a f l a t 5 m o n t h s . 

T h e bene f i t schedule is as f o l l o w s : 

T o t a l e a r n i n g s in base y e a r 
Daily 
benefit 

a m o u n t 

M a x i m u m 
a m o u n t o f 

b e n e f i t s 
payable in 
a n y b e n e f i t 

y e a r 

$150 t o $199.99 $1.75 $140 
$200 t o $474.99 2.00 160 
$475 to $749.99 2.25 180 
$750 t o $1,024.99 2.50 200 
$1,025 t o $1,299.99 2.75 220 
$1,300 and o v e r 3.00 240 

T h e p l a n is to be a d m i n i s t e r e d b y the R a i l r o a d 
R e t i r e m e n t B o a r d . W i t h no e x c e p t i o n , the p e r 
sonnel is t o be engaged u n d e r c i v i l - s e r v i c e ru les 
and r e g u l a t i o n s . T h e B o a r d receives a l l neces
sary powers , i n c l u d i n g t h e a u t h o r i t y t o e s t a b 
lish special e m p l o y m e n t offices f o r r a i l r o a d w o r k e r s , 
but the a c t c l e a r l y i n t e n d s t h a t t h e B o a r d s h a l l 
endeavor t o m a k e t h e m a x i m u m use of a l l e x i s t 
ing fa c i l i t i e s . 

In o rder t o reconc i le the p r o v i s i o n s o f t h e t w o 
acts, sect ion 303 of the Soc ia l S e c u r i t y A c t is 
amended b y p r o v i d i n g t h a t t h e Soc ia l S e c u r i t y 
B o a r d sha l l m a k e no c e r t i f i c a t i o n f o r p a y m e n t o f 
an a d m i n i s t r a t i v e g r a n t t o a n y S t a t e u n e m p l o y 
ment c o m p e n s a t i o n agency i f i t f i n d s t h a t the 
agency (a) does n o t m a k e i t s records a v a i l a b l e t o 
the R a i l r o a d R e t i r e m e n t B o a r d o r (b ) does n o t 
afford reasonable c o o p e r a t i o n t o e v e r y F e d e r a l 
agency a d m i n i s t e r i n g an u n e m p l o y m e n t i n s u r a n c e 
law. 

Significant Features of the Act 

I t is e v i d e n t t h a t t h i s a c t d i f f ers f u n d a m e n t a l l y 
from t h e t y p i c a l S t a t e u n e m p l o y m e n t c o m p e n 
sat ion laws . C e r t a i n o f these di f ferences r e s u l t e d 
f r o m the d e t e r m i n a t i o n t o i n t e g r a t e i t s a d m i n i s 
t r a t i o n w i t h t h a t o f the R a i l r o a d R e t i r e m e n t 
A c t ; o thers p r o v e d t o be essential i n o r d e r t o 
a d a p t u n e m p l o y m e n t i n s u r a n c e t o the nature of 
the r a i l r o a d u n e m p l o y m e n t p r o b l e m . S t i l l o t h e r 
differences r e s u l t e d f r o m the search f o r a d m i n i s 
t r a t i v e s i m p l i c i t y . 

The use of d a y s of u n e m p l o y m e n t , i n s t e a d o f 
weeks o f p a r t i a l o r t o t a l u n e m p l o y m e n t , e l i m i n a t e s 
the p r o b l e m o f p a r t i a l benef i ts . B e n e f i t s are p a y 
able o n l y f o r d a y s o f u n e m p l o y m e n t i n excess o f 

7 d u r i n g any p e r i o d o f 15 d a y s , p a r t l y because o f 
c e r t a i n r a i l r o a d e m p l o y m e n t prac t i ces , p a r t l y i n 
o r d e r n o t t o g i v e benef i ts t o a w o r k e r w h o has 
earned a p p r o x i m a t e l y 50 p e r c e n t o f h i s n o r m a l 
s e m i m o n t h l y wage . The p r o v i s i o n o f s u b s t a n t i a l 
m i n i m u m benef i ts a n d t h e p a y m e n t o f p r o p o r t i o n 
a t e l y h i g h e r benef i ts t o w o r k e r s i n the l o w e r wage 
classes were r e g a r d e d n o t o n l y as necessary f o r a n 
e q u i t a b l e a n d so c ia l l y use fu l u n e m p l o y m e n t i n 
surance p l a n b u t as essent ia l f o r a s o u n d r a i l r o a d 
u n e m p l o y m e n t i n s u r a n c e p l a n , because the sen io r 
i t y prac t i ces o f t h a t i n d u s t r y c o n c e n t r a t e u n e m 
p l o y m e n t a m o n g the s h o r t - s e r v i c e a n d l o w - p a i d 
w o r k e r s . 

M e r i t r a t i n g was a b a n d o n e d , p a r t l y because o f 
d o u b t s a b o u t i t s genera l soundness , b u t espec ia l ly 
because i t was b e l i e v e d t o be p a r t i c u l a r l y u n s o u n d 
f o r the A m e r i c a n r a i l r o a d i n d u s t r y . C h a n g e s i n 
t h e a m o u n t o f r a i l r o a d e m p l o y m e n t d e p e n d a l m o s t 
d i r e c t l y o n changes i n t h e v o l u m e o f t r a f f i c , w h i c h , 
i n t u r n , are d e p e n d e n t o n genera l business c o n 
d i t i o n s o v e r w h i c h the r a i l r o a d s h a v e n o c o n t r o l . 
I n f a c t , t h e r a i l r o a d s p r o b a b l y h a v e less o p p o r 
t u n i t y t o in f luence t h e a m o u n t o f e m p l o y m e n t 
t h e y offer t h a n d o o t h e r e m p l o y e r s w h o , b y pr i ce 
pol ic ies , a d v e r t i s i n g a n d sales c a m p a i g n s , a n d the 
l i k e , c a n s o m e t i m e s increase o r m a i n t a i n sales 
v o l u m e a n d e m p l o y m e n t . M o r e o v e r , w i t h i n the 
l i m i t s o f the t ra f f i c a v a i l a b l e , c e r t a i n s t r a t e g i c a l l y 
s i t u a t e d r a i l r o a d s , b y t h e i r p o w e r t o r o u t e t r a f f i c 
o v e r one or o t h e r c o n n e c t i n g l ines , c a n in f luence 
the d i s t r i b u t i o n o f e m p l o y m e n t a n d u n e m p l o y m e n t 
o n c o n n e c t i n g c a r r i e r s , a n d s h o u l d n o t rece ive a n 
i n c e n t i v e t o r o u t e t r a f f i c i n s u c h a w a y as t o 
p e r m i t f a v o r e d connec t i ons t o o b t a i n m e r i t - r a t i n g 
r e d u c t i o n s . I n s h o r t , s t a b l e o r u n s t a b l e e m p l o y 
m e n t i n r a i l r o a d i n g does n o t re f l ec t " m e r i t " o r 
m a n a g e r i a l e f f ic iency n e a r l y as m u c h as i t reflects 
t h e e conomic a n d c l i m a t i c c h a r a c t e r o f the t e r r i 
tor ies t h r o u g h w h i c h the r a i l r o a d s o p e r a t e . 

The s i m p l e e l i g i b i l i t y r e q u i r e m e n t o f $150 i n 
e a r n i n g s a n d the b a s i n g o f b e n e f i t ra tes , s ix i n 
n u m b e r , o n c lassi f ied a n n u a l e a r n i n g s d u r i n g a 
fixed c a l e n d a r base y e a r p e r m i t p r e d e t e r m i n a t i o n 
of b e n e f i t r i g h t s a n d a l m o s t c o m p l e t e l y decen 
t r a l i z e d c l a i m s a d m i n i s t r a t i o n . The absence o f 
o v e r l a p p i n g base per i ods a n d o f m e r i t r a t i n g 
e l i m i n a t e the need f o r c o m p l i c a t e d c h a r g i n g o f 
benef i ts a g a i n s t the w o r k e r s ' w a g e c r e d i t s a n d 
the employers' a c c o u n t s . F i x e d d u r a t i o n s o f 
benef i ts e l i m i n a t e c e r t a i n c o m p u t a t i o n s d i f f i c u l t 
t o e x p l a i n o r j u s t i f y a n d assures t h a t e v e r y 



e l i g ib l e w o r k e r w i l l be e n t i t l e d t o d r a w bene f i t s f o r 
a p e r i o d l o n g e n o u g h t o be of g e n u i n e assistance. 
I n c o l l o q u i a l t e r m s , the r a i l w a y u n i o n s r i g h t l y 
ca l led t h i s a " s t r e a m l i n e d " p r o g r a m . A n y w o r k e r 
can u n d e r s t a n d i t ; a d m i n i s t r a t i o n o f r o u t i n e 
cases w i l l be s i m p l e . 

Tentative Administrative Plans 

A l t h o u g h n o d e f i n i t e a d m i n i s t r a t i v e p l a n s h a v e 
y e t been f o r m u l a t e d b y the R a i l r o a d R e t i r e m e n t 
B o a r d , i t is l i k e l y t h a t i t s u l t i m a t e p r o c e d u r e w i l l 
f o l l o w s u c h l ines as these : The B o a r d is n o w 
p l a n n i n g t o f u r n i s h e v e r y w o r k e r w i t h a n a n n u a l 
s t a t e m e n t o f h i s e a r n i n g s c r e d i t e d f o r r e t i r e m e n t 
purposes . The f o r m used f o r t h i s p u r p o s e c a n be 
a m e n d e d t o i n c l u d e a s t a t e m e n t o f h i s e l i g i b i l i t y 
f o r u n e m p l o y m e n t insurance, h i s bene f i t r a t e , 
a n d m a x i m u m bene f i t s . W h e n a c l a i m a n t 
presents s u c h a s t a t e m e n t a t a l o c a l office a n d 
proves h i s u n e m p l o y m e n t , t h e l o c a l o f f i c ia l w i l l 
be able t o a p p r o v e t h e c l a i m a n d send a bene f i t 
v o u c h e r t o t h e neares t d i s b u r s i n g off icer o f t h e 
T r e a s u r y , w h o w i l l w r i t e t h e check . A l l d o u b t f u l 
c l a i m s w i l l be r e f e r r e d t o a d i s t r i c t i n s u r a n c e 
off icer. A n y c l a i m d i s a l l o w e d b y t h e d i s t r i c t 
insurance off icer a n d d i s p u t e d w i l l be r e f e r r e d t o a n 
a p p e a l t r i b u n a l . The f u n c t i o n s o f the W a s h i n g 
t o n office w i l l be l a r g e l y those of s u p e r v i s i o n and 
c o n t r o l . B a s i c o p e r a t i o n s w i l l be d e c e n t r a l i z e d 
t o the g r e a t e s t possible e x t e n t . 

P r a c t i c a l l y e v e r y u n i t o f the r a i l r o a d i n d u s t r y 
has some f o r m a l o r g a n i z a t i o n o f j o i n t c o m m i t t e e s 
f o r t h e h a n d l i n g o f i n d u s t r i a l r e l a t i o n s p r o b l e m s . 
T h i s opens u p a p o s s i b i l i t y , as y e t u n e x p l o r e d , of 
u t i l i z i n g t h i s o r o t h e r r a i l r o a d m a c h i n e r y f o r the 
p r e l i m i n a r y h a n d l i n g o f c l a i m s . I t is n o t i m 
possible , f o r e x a m p l e , t h a t w o r k e r s m i g h t f i le 
t h e i r c l a i m s w h e r e v e r t h e y f i le t h e i r t i m e a n d 
mi l eage s l ips t o be r o u t e d t o a n off icer o f the 
B o a r d a f t e r v e r i f i c a t i o n b y t h e p a y - r o l l office. 

F o r p l a c e m e n t p u r p o s e s — a n d , t o t h e e x t e n t t h a t 
a n a r r a n g e m e n t s u c h as t h a t descr ibed a b o v e c a n 
n o t be e f fected , also f o r c l a i m s p u r p o s e s — t h e 
B o a r d hopes t o a r r a n g e to use the f a c i l i t i e s o f the 
F e d e r a l - S t a t e e m p l o y m e n t offices. O n l y a f ew 
spec ia l ized r a i l r o a d e m p l o y m e n t offices w i l l be 
e s tab l i shed i n large r a i l r o a d centers where a State 
w o u l d be j u s t i f i e d i n e s t a b l i s h i n g s u c h a spec ia l i zed 
o c c u p a t i o n a l office. The B o a r d w i l l p r o b a b l y 
f i n d i t necessary t o assign one o r more o f i t s o w n 
employees t o a f ew o t h e r large State offices. 
W h a t e v e r t h e final a r r a n g e m e n t s — w h e t h e r S t a t e 

u n e m p l o y m e n t c o m p e n s a t i o n a n d e m p l o y m e n t 
offices are used f o r b o t h c l a i m s a n d p l a c e m e n t or 
o n l y f o r p l a c e m e n t — t h e B o a r d hopes t o use the 
e x i s t i n g State offices a n d t o p a y for t h e service 
r e n d e r e d . I t w i l l n o t set u p a N a t i o n - w i d e system 
o f d u p l i c a t e f a c i l i t i e s . 

Effect on State Unemployment Compensation 
Laws and Agencies 

T h e r e has been concern a m o n g some groups 
a b o u t t h e effect o f t h i s a c t o n pol ic ies a n d a d m i n 
i s t r a t i o n i n the F e d e r a l - S t a t e u n e m p l o y m e n t c o m 
p e n s a t i o n p r o g r a m . I t has been suggested t h a t 
t h i s a c t m a y be t h e e n t e r i n g wedge f o r a w h o l l y 
F e d e r a l s y s t e m of u n e m p l o y m e n t insurance. I t 
is d o u b t f u l t h a t t h e R a i l r o a d U n e m p l o y m e n t 
I n s u r a n c e A c t c o u l d be a dec is ive f a c t o r i n s t i m u 
l a t i n g a n y such change . T h i s a c t sets u p a 
n a t i o n a l s y s t e m to h a n d l e a n i n d u s t r y w h i c h , to 
a u n i q u e degree, is n a t i o n a l i n i t s scope, i t s opera
t i o n , a n d i t s v i e w p o i n t . E m p l o y e r s a n d w o r k e r s 
are o r g a n i z e d o n a n a t i o n a l bas is ; wages and 
w o r k i n g c o n d i t i o n s are n e g o t i a t e d o n a n a t i o n a l 
basis. P r a c t i c a l l y e v e r y aspect o f r a i l r o a d opera 
t i o n a n d l a b o r r e l a t i o n s is r e g u l a t e d o n a n a t i o n a l 
basis b y n a t i o n a l agencies. F r o m a n y p r a c t i c a l 
v i e w p o i n t , u n e m p l o y m e n t i n s u r a n c e for t h i s i n d u s 
t r y m u s t l i k e w i s e be n a t i o n a l i n scope. A s t o i t s 
s t i m u l a t i n g a g e n e r a l F e d e r a l s y s t e m , i t can on ly 
be sa id t h a t the a c t rece ived s u p p o r t f r o m those 
w h o h o p e d i t w o u l d a n d m e t o p p o s i t i o n f r o m those 
w h o f eared i t w o u l d n o t c o n t r i b u t e t o a general 
F e d e r a l scheme. T h e f i r s t g r o u p be l i eved t h a t 
t h e a c t w o u l d set the necessary e x a m p l e ; the 
second, t h a t i t w o u l d d e p r i v e the " F e d e r a l i s t s " 
o f the s u p p o r t o f one o f t h e m o s t i n f l u e n t i a l 
pressure g r o u p s i n t e r e s t e d i n g e t t i n g u n i f o r m 
n a t i o n a l coverage . 

T h e r e was also some concern lest t h e a c t have 
a ser i ous ly adverse effect o n the S t a t e funds , 
espec ia l ly i n c e r t a i n w e s t e r n a n d s o u t h e r n States . 
I t was a s s u m e d , f o r e x a m p l e , t h a t t o t a k e a w a y 
20 o r 25 p e r c e n t o f t h e t o t a l coverage i n a few 
States w o u l d e n d a n g e r the s o l v e n c y o f t h e i r 
u n e m p l o y m e n t c o m p e n s a t i o n f u n d s . T h i s s i t u a 
t i o n m i g h t arise o n t w o c o n d i t i o n s : f i r s t , t h a t the 
f r e q u e n c y a n d s e v e r i t y ra tes o f u n e m p l o y m e n t i n 
r a i l r o a d i n g are v e r y m u c h less t h a n those f o r a l l 
c o v e r e d e m p l o y m e n t s ; a n d , second, t h a t a l l States 
h a d c o m p l e t e l y poo l ed f u n d s . 

T h e f i r s t c o n d i t i o n is p r o b a b l y t r u e , b u t i n less 
degree t h a n one m i g h t suppose. T h e m a r g i n of 



ra i l road co l l e c t i ons o v e r d i s b u r s e m e n t s w o u l d be 
a safety f a c t o r i n a S t a t e w h i c h has a c o m p l e t e l y 
pooled f u n d ; b u t m e r i t r a t i n g is des igned t o r e t u r n 
this m a r g i n o f s a f e t y , i f a n y , t o the r a i l r o a d e m 
ployers i n t h e f o r m o f r educed c o n t r i b u t i o n r a t e s . 
I n o t h e r w o r d s , i t c a n n o t be sa id t h a t t h i s a c t 
endangers S t a t e f u n d s w h e n , a t the w o r s t , i t s 
f inancial e f f e c t w i l l p r o b a b l y be a b o u t the same 
as t h a t o f the m e r i t - r a t i n g p r o v i s i o n s f o u n d i n 
most S t a t e u n e m p l o y m e n t c o m p e n s a t i o n l a w s . 

Since t h e m a j o r i t y o f t h e S t a t e l eg i s la tures h a v e 
already a n t i c i p a t e d t h e passage o f t h e R a i l r o a d 
U n e m p l o y m e n t I n s u r a n c e A c t b y e x c l u d i n g f r o m 
covered e m p l o y m e n t a n y service c overed b y a 
Federal u n e m p l o y m e n t c o m p e n s a t i o n a c t a n d b y 
a u t h o r i z i n g p a r t i c i p a t i o n i n r e c i p r o c a l a g r e e m e n t s 
w i t h a n y agency a d m i n i s t e r i n g such a F e d e r a l 
law, the stage is w e l l set f o r t h e few a m e n d m e n t s 
to each S t a t e l a w w h i c h passage o f t h i s a c t m a y 
now r e q u i r e . 

P r o b a b l y t h e m o s t i m p o r t a n t a m e n d m e n t w i l l 
prove t o be one a u t h o r i z i n g t h e S t a t e t o c o m p l y 
w i t h the r e q u i r e m e n t s o f t h e so-cal led t r a n s f e r 
prov is ions . Each S t a t e w i l l be r e q u i r e d t o 
transfer d i r e c t l y o r i n d i r e c t l y f r o m i t s a c c o u n t i n 
the u n e m p l o y m e n t t r u s t f u n d t o t h e r a i l r o a d 
u n e m p l o y m e n t i n s u r a n c e a c c o u n t a n a m o u n t 
w h i c h w i l l be d e t e r m i n e d b y the Soc ia l S e c u r i t y 
B o a r d a f t e r a g r e e m e n t w i t h t h e R a i l r o a d R e t i r e 
m e n t B o a r d a n d c o n s u l t a t i o n w i t h each S t a t e . 
T h e a m o u n t t o be t r a n s f e r r e d is d i v i d e d i n t o t w o 
parts , t h e " p r e l i m i n a r y a m o u n t " a n d t h e " l i q u i d a t 
ing a m o u n t . " W i t h respect t o e m p l o y e r s ' reserve-
accounts, t h e p r e l i m i n a r y a m o u n t w i l l be t h e 
balances as o f J u n e 30 , 1939, i n the reserve 
accounts o f e m p l o y e r s c overed b y t h e R a i l r o a d 
U n e m p l o y m e n t I n s u r a n c e A c t ; w i t h respect t o 
pooled f u n d s , i t w i l l be t h e p r o p o r t i o n o f the 
balance of each S t a t e f u n d as o f June 30 , 1939, 
represented b y the r a t i o o f i t s r a i l r o a d c o l l e c t i o n s 
as of t h a t d a t e t o t o t a l c o l l e c t i ons . The l i q u i d a t 
ing a m o u n t i n a l l cases w i l l be the t o t a l a m o u n t 
collected f r o m r a i l r o a d e m p l o y e r s a f t e r June 30 , 
1939, w i t h respect t o e m p l o y m e n t p r i o r t o t h a t 
date. 

I f f or a n y reason a S t a t e is u n a b l e t o o b t a i n 
the necessary l e g i s l a t i v e a u t h o r i z a t i o n t o m a k e 
this t rans f e r d i r e c t l y , i t w i l l be effected i n d i r e c t l y 
by the w i t h h o l d i n g o f a d m i n i s t r a t i v e g r a n t s b y 
the Social S e c u r i t y B o a r d u n t i l t h e r e q u i r e d 
a m o u n t has been so w i t h h e l d a n d t r a n s f e r r e d t o 
the r a i l r o a d u n e m p l o y m e n t i n s u r a n c e a c c o u n t . 

I n the meantime, the State thus affected is author 
ized to w i t h d r a w f rom its account i n the unem
ployment t r u s t fund the amount which the Social 
Security Board finds necessary for proper ad 
min is t rat ion . 

These transfer provisions w i l l be relat ively easy 
to administer. I n the near future each State w i l l 
receive a l i s t of all employers now determined 
to be covered by the Railroad Unemployment 
Insurance Act , most of whom w i l l be i n the i n 
dustrial classification " 4 0 . " As of June 30, 1939, 
the State agency w i l l t o ta l the contributions of 
these employers, compute the percentage of th is 
to ta l to a l l collections, and apply t h a t percentage 
to the fund balance. This computat ion w i l l give 
the so-called "pre l iminary a m o u n t . " The State 
w i l l earmark subsequent collections f rom these 
employers since the t o t a l of these amounts w i l l 
constitute the " l i q u i d a t i n g a m o u n t . " The final 
determination, however, w i l l no t be made w i t h o u t 
consultation w i t h the State and Federal agencies 
affected. Steps are under way to set up a special 
j o i n t committee of a l l the agencies concerned to 
consider common problems. 

The act contains certain transit ional provisions, 
the effect of which is to protect any worker who 
has started a benefit year under a State law be
tween Ju ly 1, 1938, and June 30, 1939, by assuring 
t h a t he w i l l suffer no loss of benefits dur ing t h a t 
benefit year. These provisions require the R a i l 
road Ret irement Board to assume the l i a b i l i t y for 
benefits to such workers. Again , i t is hoped t h a t 
these provisions w i l l be administered w i t h o u t 
di f f iculty i n some such fashion as follows: T h e 
State agencies w i l l p u l l ou t a l l claims files of r a i l 
road employees and of other workers whose bene
fits are chargeable to employers covered by the 
Rai lroad Unemployment Insurance A c t . The 
State agency w i l l no t i f y each worker t h a t his 
coverage under the State law is terminated as of 
June 30, 1939, and t h a t he must present his c laim 
for benefits thereafter to the Rai l road Ret irement 
Board . The State w i l l also send the Board a l i s t 
of these employees g iv ing name, number, address, 
benefit year, employer chargeable, m a x i m u m bene
fits, and balance of benefits. The Rai lroad Re
t i rement Board w i l l then carry on. 

Some di f f iculty is anticipated i n connection 
w i t h those workers who shift between rai lroad em
ployment and employment covered by a State 
unemployment compensation law. The volume 
of claims from these workers, however, may be 



s u b s t a n t i a l l y less t h a n the v o l u m e o f c l a i m s f r o m 
m u l t i s t a t e r a i l r o a d w o r k e r s o f w h o m the State 
agencies are b e i n g r e l i e v e d b y the R a i l r o a d R e 
t i r e m e n t B o a r d . W h e n the p r o b l e m is b r o k e n 
d o w n i t beg ins t o l o o k s m a l l e r . A w o r k e r o f 
m i x e d e m p l o y m e n t h i s t o r y m a y be: 

(1) e l ig ib le u n d e r b o t h l a w s , 
(2) e l ig ib le under o n l y the r a i l r o a d l a w , 
(3) e l i g i b l e u n d e r o n l y the State l a w , o r 
(4) e l ig ib le u n d e r n e i t h e r l a w . 

I n t h e f i r s t s i t u a t i o n he w i l l u n d o u b t e d l y e lect t o 
d r a w bene f i t s u n d e r the more l i b e r a l l a w . T h e n 
the o n l y d i f f i c u l t y — w h i c h c a n be m e t b y a n o t 
i m p o s s i b l e s y s t e m o f c l earance o f c l a i m s — w i l l be 
t o p r e v e n t h i s d r a w i n g u n d e r b o t h l a w s a t the same 
t i m e . I n the second s i t u a t i o n n o p r o b l e m arises. 
I n the t h i r d s i t u a t i o n the o n l y d i f f i c u l t y is t h a t 
the w o r k e r m a y h a v e l o s t the r i g h t t o n o t m o r e 
t h a n a n average o f a b o u t $12.50 i n S t a t e benef i ts 
based o n r a i l r o a d e m p l o y m e n t . T h e f o u r t h 
s i t u a t i o n is t h e m o s t t r o u b l e s o m e , because a f ew 
s u c h w o r k e r s m i g h t h a v e been e l i g i b l e f o r v e r y 
l i m i t e d bene f i t s i f a l l t h e i r e m p l o y m e n t h a d been 
c o v e r e d b y t h e S t a t e l a w . I n t h i s c o n n e c t i o n i t 
m i g h t be wise t o recognize t h e f a c t t h a t i t is l i k e l y 
t h a t s u c h a w o r k e r w o u l d s h o r t l y be d e p e n d e n t o n 
r e l i e f a n d s h o u l d p e r h a p s n o t be i n c l u d e d i n the 
insurance s y s t e m . I n c o n n e c t i o n w i t h t h e t h i r d 
a n d f o u r t h cases, the R a i l r o a d R e t i r e m e n t B o a r d 
has a u t h o r i t y t o e n t e r i n t o r e c i p r o c a l a g r e e m e n t s 
w i t h the S t a t e s w h e r e b y the l a t t e r m a y be r e i m 
b u r s e d f o r a n y bene f i t s p a i d b y t h e m o n t h e basis 
o f r a i l r o a d e m p l o y m e n t . 

T h i s a c t w i l l n o t s i g n i f i c a n t l y a f fect the p l a c e 
m e n t w o r k o f the e m p l o y m e n t offices excep t i n a 
d o z e n o r so centers w h e r e t h e R a i l r o a d R e t i r e m e n t 
B o a r d m a y e s t a b l i s h i t s o w n offices. T h e r e the 
p r o b l e m w i l l be one o f e s t a b l i s h i n g a c e n t r a l 
m e t r o p o l i t a n f i le o r some s y s t e m o f d u p l i c a t e reg i s 

t r a t i o n cards o r i n t e r o f f i c e c l earance . A sugges
t i o n has been m a d e t h a t the S t a t e e m p l o y m e n t 
offices m i g h t d i s c r i m i n a t e a g a i n s t r a i l r o a d w o r k e r s , 
b u t i t c a n n o t be t a k e n se r i ous ly w i t h o u t cas t ing 
u n w a r r a n t e d aspersions o n the p r e s e n t pract ices 
a n d f u t u r e prospec t s o f the F e d e r a l - S t a t e e m p l o y 
m e n t services . 

Conclusion 

T h e R a i l r o a d U n e m p l o y m e n t I n s u r a n c e A c t 
w a s passed a t a time w h e n m o s t State a d m i n i s t r a 
t o r s o f u n e m p l o y m e n t c o m p e n s a t i o n w e r e s t i l l 
s t r u g g l i n g t o cope w i t h the de luge o f c l a i m s t h a t 
s t a r t e d o n J a n u a r y 1, 1938. I n t h e m i d s t o f t h e i r 
p r o b l e m s i t m a y eas i ly h a v e a p p e a r e d to be the 
l a s t s t r a w . There is n e a r l y a y e a r , h o w e v e r , i n 
w h i c h t o a d j u s t t o t h i s n e w l a w , a n d it is hoped 
t h a t there w i l l be few a d m i n i s t r a t o r s w h o , a f ter 
m a t u r e c o n s i d e r a t i o n , w i l l f a i l t o a p p r e c i a t e i ts 
g e n u i n e c o n t r i b u t i o n t o t h e cause o f soc ial secu
r i t y . I t p o i n t s t h e w a y t o w a r d a s i m p l i f i e d s y s t e m . 
I t a d d s a f u r t h e r d i s t i n c t i v e e x p e r i m e n t t o those 
n o w i n process i n t h i s f i e l d . I t w i l l r e s u l t i n a 
s l i g h t s a v i n g t o t h e r a i l r o a d s a n d w i l l assure the 
r a i l r o a d w o r k e r s n a t i o n a l l y u n i f o r m a n d e q u i t a b l e 
t r e a t m e n t . I n p a r t i c u l a r , it r e m o v e s t h e danger 
ous p o s s i b i l i t y t h a t t h e o p e r a t i o n o f the State 
l a w s m i g h t h a v e i n t r o d u c e d v a r i o u s t y p e s o f S ta te 
d i f f e r e n t i a l s to i m p a i r o r c o m p l i c a t e the s o u n d 
n a t i o n a l basis o f i n d u s t r i a l r e l a t i o n s w h i c h n o w 
p r e v a i l s i n t h e r a i l r o a d i n d u s t r y . I t w i l l free the 
S t a t e c o m m i s s i o n s f r o m a s u b s t a n t i a l p a r t o f the 
c o m p l e x p r o b l e m of m u l t i s t a t e w o r k e r s . The 
a c t presents a c h a l l e n g i n g o p p o r t u n i t y t o d e m o n 
s t r a t e t h e p o s s i b i l i t y o f i n t e g r a t e d a n d e c o n o m i c a l 
a d m i n i s t r a t i o n . T o a l l w h o are c oncerned w i t h 
the f i e ld o f u n e m p l o y m e n t i n s u r a n c e i t presents 
an o p p o r t u n i t y for t h e c o o p e r a t i v e s o l u t i o n o f a 
c o m m o n p r o b l e m . 


