THE RAILROAD UNEMPLOYMENT INSURANCE ACT AND
UNEMPLOYMENT COMPENSATION ADMINISTRATION

W. J. COUPER *

The approval of the Railroad Unemployment
Insurance Act on June 25, 1938, brought to frui-
tion & movement which began as early as 1934,
In his annual report for that year the IFederal
Coordinator of Transportation recommended tho
establishment of a Federal plan of unemployment
insurance for transportation workers, and later
tho Interstate Commerce Commission concurred
in this recommendation, In 1935 the Committeo
on Econoinic Security made a sirnilar recommenda-
tion, saying:

“Wo are opposed to exclusions of any specified
industries from the Federal act, but favor the
establishment of n separate nationally adminis-
tered systemn of unemnployment compensation for
railroad employees and maritime workers.”

In Mareh 1936 o detailed plan, Unemployment
Compensation for Tronsportation [Employecs, wns
published by the IFederal Coordinator of Trans-
portation, and a series of discussions was started
with various affected groups. The draflt bill
included in this report wns not entirely satisfactory
to the standard railway labor unions, who ap-
pointed a specinl committee on uncmployment
insurance to continue a study of the problem.
The major objective of this committeo was the
drafting of n bill which would be relatively simple
to administer and easily intelligible to the ordinary
worker.

Whilo working on this problem, the Railway
Labor Exccutives’ Association consulted with a
number of interested Government agencies and
individuals. When the bill was in substantially
final form, tho Associntion entered negotintions
with the railroads, in the hope that they might
jointly sponsor a mutually satisfaetory hill,
When, howovor, it beeamo apparent that the
negotintions could not be successfully conecluded
bofore the adjournment of the 75th Congress, the
Association decided tc sponsor its bill independ-
ontly. The bill was roported favorably to both
Houses of Congress and passed without a singlo
dissenting vote,

*Acting Exocutlve OfMcer, Durean of Unamploymont Insurnnce, IEnllroad
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July 14, 1938
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Main Provisions of the Act

The act creates o national pooled-fund system
of unemployment insurance for railrond workers,
It, therefore, excludes this type of interstate
cmployment from covernge by title IX of the
Social Security Act as of July 1, 1939, and, as of
this same date, requires the States to eease cover-
ing this employment by their unemployment
compensaiion Iaws. It provides that both old-
age and unemployment insurance for railroad |
workers shall be administered by a single Ifederal
ageney, the Railroad Retivement Board, on the
basis of a single set of reports from employers.
The plan will be finaneced by employer coutribu-
tions levied on the sume base as the tax levied by
the Carriers Tuxing Act. The covernge, iden-
tical with that of the Carriers Taxing Act and the
Railrond Retirement Act of 1937, includes chiefly
iterstate railroads, ecertain of their operating
subsidiaries, sleeping-car nnd express companies,
traflic and similur associations maintained by the
railronds, and ratlroad Iabor organizations.

Since the main provisions of this nct were
briefly swminarized in an earlier issue of this
Bulletin,! it i3 necessary here to mention only its
central features, and particolarly the benelit pro-
visions.  DBenefits  become payable only  with
respect 1o unemployment. oceurring after June 30,
1049, An employee of o covered employer will
then be eligible to receive henefits:

(n) I, within the appropriate preceding cal-
endar year, he has enrned $150 or more in covered
employient; and

{(h) I, within 6 months preceding the beginning
of any benelit year, hie has had o waiting period of
15 consceutive days of unemployment or 2 half
months in each of which there were 8 days of
unemployment for which benefits were not paid.

Benefits will be paid for caeh day of Loin]l unen-
ployment in exeess of 7 during nny period of 15
days, in amounts ranging from $1.75 to $3.00,
according to the employee's total carnings from
covered employment in a preceding ealendar year,
The maximum total henefits payable to any cm-
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ployee during o period of 12 months will be 80
times bis daily benefit ammount, In other words,
the rates range from $14 to $24 per half month of
total unemployment, and the maximum duration
is a flat 5 months.

The benefit schedule is as follows:

Maximun:

Trtly amount o
"Total enrnings In base year henefit I‘:"S::ﬁ?ﬂl?“
ot uny benefit

year

$150 Lo $100.09. $.l.7.’> $H‘(i
$200 to $47HAN. . 200 160
475 Lo $T40 2.2 15¢¢
$750 Lo $L,02¢.800 . 2400 Pab]]
$1,029 1o $1, X0 - s 275 220
$1,300amd OVer L laaioaaaos 3. 00 210

Thoe plan is to be administered by the Railroad
Retirement Board.  With no exception, the per-
sonnel is to be engaged under civil-service rules
and regulations.  The Bourd reecives all neces-
sary powers, including the authority o estib-
lish specind employment offices for railroad workers,
but the act elearly intends that the Board shall
endeavor {o make the maxinnnm use of all exist-
ing facilities,

In order to reconcile the provisions of the two
aels, seetion 303 of the Soeinl Security Act is
amended by providing that the Social Security
Bourd shall make no certifieation for payment of
an administrative grant to any State unemploy-
ment compensation agency if it finds that tha
ageney (n) does not make its records available to
the Ruilrond Retirement Board or (b)) does not
wlord reasonable cooperation to every Ifederal
ageney administering an uncnmiployinent insurancoe
law,

Siguificant Features of the et

I is evident that this net differs fundamentally
from the typieal State unemployment compen-
sation laws.  Certain of these differences resulted
from the determination to integrate its adminis-
tration with that of the Railrond Retirement
Act; others proved to be essentinl in order to
adapt unemployment insurance to the nature of
the railrond unewmployment problem.  Still other
difforences resulted from the search for adminis-
trative simplicity.

The use of days of unemployment, instend of
weeks of partial or total unemployment, eliminates
the problem of partinl benefits. Benefits are pay-
ablo only for days of unemployment in excess of
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7 during any period of 15 days, partly bocause of
certain railroad employment practices, partly in
order not to give bonefits to a worker who has
cenrned approximately 50 percent of his norinal
semimonthly wage. Tho provision of substantial
minimuin benefits and the payment of proportion-
ately higher benefits to workers in the lower wago
classes were regarded not only as necessary for an
cquitable and socially useful unemployment in-
sitranee plan but as essential for a sound railrond
unemployment insurance plan, beeause the eenior-
ity practices of thut indusiry concentrate unem-
ployment mnong thoe short-service and low-paid
workers.

Merit rating was abandoned, partly becnuse of
doubis about its general soundness, but especially
beeause it was belioved to bo particularly unsound
for the Ameorican railroad industry. Changes in
the nmount of railroad employment depend almost
directly on changes in the volume of traflic, which,
in turn, are dependent on general business con-
ditions over which tho railroads have no control.
In fact, the railroads probably have less oppor-
tunity to influence the amount of employment
they offer than do other employers who, by prico
paolicies, advertising and sales campaigns, and the
like, can sometimes incresse or maintnin salos
volume and employment. Moreover, within the
limits of the traflic available, certain strategically
situated railroads, by their power to route traflic
over one or other connecting lines, ean influenco
the distribution of employment and unemployment
on connecling carriers, and should not receive an
incentive to route traflic in such o way as to
permit favored conneetions to obiain merit-rating
reductions,  In short, stable or unstable employ-
ment in railronding does not refloct “morit’ or
managerinl efliciency nearly as much as it roflects
the cconomic and climatic character of the torri-
tories through which the railroads operate.

The simple eligibility requirement of $150 in
carnitgs and the basing of benefit ratos, six in
number, on classified annual oarnings during a
fixed calendar baso year permit predetermination
of benefit rights and almost completely decen-
tralized claims administration. Thoe absence of
overlapping base periods and of merit rating
climinate the need for complicated charging of
benefits agrinst the workers’ wago credits and
the cmployers' accounts, Fixed durations of
benefits oliminate cortain computations difficult
to explain or justify and assures that every

13



eligiblo worker will be entitled to draw benefits for
a poriod long onough to bo of genuino assistance.
In colloguial terms, the railway unions rightly
called this a “streamilined” program.  Any worker
ean understand it; administration of routine
cases will be simple.

Tentutive Administrative Plans

Although no definite administrative plans have
yot been formulated by the Railroad Retirement
Board, it is likely that its ultimate procedure will
follow such lines as these: The Board is now
planning to furnish every worker with an annunl
statement of his earnings credited for retirement
purposes. The form used for this purpose can be
amended to include a statement of his eligibility
for unemployment insurance, his benefit rate,
and maximum benefits, When o claimant
presents such a statement at a loeal office an
proves his unemployment, the loeal oflicial will
bo able to approve the cloim and send o benefit
voucher to the nearest disbursing oflicer of the
Treasury, whowill write the check. All doubtful
¢lnims will be referred to n distriet insurance
officer. Any eclaim disallowed by the distriet
insurance officer and disputed will be referred to an
appeal tribunal, The functions of the Washing-
ton office will be largely those of supervision and
control. DBnsic operations will be decentralized
to tho preatest possible extent,

Practically every unit of tho railrond industry
hns some formnl organization of joint committees
for the handling of industrial relutions problems.
This opens 1p n possibility, as yet unexplored, of
utilizing this or other railroad machinery for the
preliminary handling of elaims. It is not im-
possible, for example, that workers might file
thoir claims wherever they file their time and
milenge slips to be routed to an officer of the
Board after verification by the pay-roll office,

For placement purposes--—-and, to the extent that
an arrangement such as that deseribed above ean-
not be eilceted, nlso for claims purposes—tho
Board hopes to arrnnge to use tho fucilities of the
Fedoral-State omployment oflices. Only o few
specialized railroad employment offices will be
established in Inrge railrond centors whero a State
would be justified in establishing such g specialized
occupational office. Tho Doard will probably
find it necessary to assign one or more of its own
employees to & few other large Stute offices.
Whatever tho final arrangements—whother State
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unemployinent compensation and  employnient
oflices aro used for both elaims and placement or
only for placement—tho Board hopes to use the
existing Stato oflices and Lo pay for the servica
rendered. 1t will not set up a Nation-wide system
of duplicate facilities.

Iffect on State Unemployment Compensation
Loaws and Agencies

There lias heon concern among some groups
about the effeet of this net on policies and admin-
tstration in the Federal-State unemployment com-
penseiion program. 1t has been sugpested that
this act may be the entering wedge for a wholly
Federal system of unemployment insurance. It
is doubtful that the Railroad Unemployment
Insurance Act could be n decisive fuctor in stimu-
lating any such choange. This net sets up o
national system to handle an indusiry which, to
o unique degree, i national in its seope, its opern-
tion, and its viewpoint. IKmplayers and workers
are orgnnized on a netional basis; wages and
working conditions are negotinted on a national
haste.  Practieally every aspeet of railroad opera-
tion and labor relations is regutated on o national
basis by nationnl agencies,  From any practieal
viewpoint, unemployment insturanee for this indus-
try must likewise be national in scope,  As to its
stimulating a general Federal system, it ean only
be said that tho act received support from those
wha hoped tt would and met opposition from thoso
who fonred it would not contribute to a peneral
IFedernl scheme,  The first group believed that
the act would set the necessary example; tho
sccond, that it would deprive the “Federalists”
of tho support of one of the most influentinl
pressure groups interested in getting  uniform
national coverage.

There wag also some concern lest the act have
a seriously adverse effect on the State funds,
especinlly in certain western and southern States,
It was assumed, for example, that to take awny
20 or 25 percent of the totnl coverage in a fow
States would endanger the solvency of their
unemployment compensation funds. This sitea-
tion might arise on two conditions: first, that the
frequency and severity rates of unemployment in
railronding nre very much less than those for all
covered employments; and, sccond, that all States
had completely pooled funds.

The first condition is probably true, but in less
degree than one might suppose.  The margin of
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railroad collections over disbursements would be
n safety factor in a State which has » complotely
pooled fund; but merit rating is designed to return
this margin of safety, il any, to the railrond em-
ployers in the form of reduced contribution rates.
In other words, it eannot be said that this aet
endangers State funds when, at the worst, its
finaneinl effect will probably be about the same
as that of the merit-rating provisiens found in
most State unemployment compensation laws.

Since the majority of the State legislatures have
already anticipated the passage of the Railroad
Unemployment Insurance Act by excluding from
covered employment any scerviee covered by a
Federal unemployment compensetion act and by
authorizing purticipation in reciprocal agreements
with any ageney administering such a Federal
law, the stage is well set for the few amendments
to ench State law which passage of this act may
now require,

Probebly the most important amendment will
prove Lo be one authorizing the State to comply
with the requirements of the so-called transfer
provisions.  liach  State will be required to
transfer directly or indireetly from its account in
the unemployment trust fund 1o the railroad
unemployment  insuranee account an  wmoun'
which will be determined by the Socinl Security
Board after agreement with the Railroad Retire-
ment Board and consultation with each State.
The amount to be transferred is divided into two
parts, the “preliminary amonnt’” and the “liquidat-
ing nmomnt.”  With respect to employers’ reserve
accounts, the preliminary amount will be the
balances as of June 30, 1939, in the reserve
accounts of employers covered by the Railroad
Unemployment Insurance Act; with respect to
pooled funds, it will be the proportion of the
balaneo of each Siate fund as of June 30, 1939,
represented by the ratio of its railroad collections
a3 of that date to totul eolleetions,  "T'he liquidat-
ing amount in all cases will be the total amount
collected from railrond cmployers after June 30,
1939, with respeet to employment prior to that
date.

If for any resson a State is unable to obtain
the necessary legislntive authorization to make
this transfer directly, it will bo effected indirectly
by the withholding of administrative grants by
tho Socinl Sccurity Board until the required
amount has been so withheld and transferred to
the railrond unemployment insurance necoun.
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In the meantime, the Stato thus affected is guthor-
ized to withdraw from its account in the unem-
ployment trust fund the nmount which tho Socinl
Security Board finds necessary for proper ad-
ministration.

These transfer provisions will bo relatively casy
to administer. In the near futuroe each State will
receivo a list of all employers now determinoed
to he covered by the Railroad Unemploymont
Insurance Act, most of whom will be in tho in-
dustrial classification “40.”  As of June 30, 1930,
the Stato agency will total the contributions of
these employers, ecompute the percontage of this
total to all collections, und apply that percentage
to the fund balanee. This computation will give
the so-called “preliminary amount.” The State
will enrmuark subsequent colleetions fromn thoese
cemployers sinee the total of theso amounts will
constitute the “liquidating amount.” The final
determination, howover, will not be made without
consultation with the State and Fedoeral agencios
affected.: Steps are under way to sot up a spocial
joint committieo of nll the agencios concerned to
consider common problems.

Tho act contains cortain transitiona) provisions,
the effect of which is to protect any worker who
has siarted o benefit year under a Stato law Do-
tween July 1, 1938, and June 30, 1939, by assuring
that he will suffer no loss of benefits during that
benefit year. These provisions require the Rail-
road Retirement Board to assume tho linbility for
benelits to such workers. Again, it is hopod that
these provisions will be administerod without
diflienlty in some sueh fashion as follows: The
State agencies will pull out all elaims files of rails
rond employces and of other workers whose beno-
fits are chargeable to employers covered by the
Railrond Unemployment Insurance Act. The
Stato agency will notify each worker that his
coverage under the Sinto law 1s terminated as of
June 30, 1939, and that he must prosent his claim
for benofits thereafter to the Railrond Roetireinont
Board. The State will also sond the Board a list
of these employees giving name, number, addross,
benefit year, employer chargeable, maximum bene-
fits, and balance of benefits. ‘The Railroad Re-
tirement Board will then enrry on,

Some difliculty is anticipated in eonncction
with those workers who shift between railroad em- |
ployment and employment covered by a Stato
unemployment compensation law. The volume
of cluims from these workers, however, may bo
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substantially less than the volume of claims from
multistate raifroad workers of whom tho State
ngoncics are being relieved by the Hailroad Re-
tiroment Board. When the problem is broken
down it begius to leok smaller. A worker of
mixed employmont history may be:

(1) oligible under both laws,

(2) eligible under only the railroad law,

(3) ecligible under only the State law, or

{4) eligible under neither law,
In the first situation he will undoubtedly elect to
draw benefits under the more liberal lnw. Then
the only difliculty—which can be met by & not
impossible system of clearaneo of elaims—will he
to provent his drawing under both laws at the same
timo. In tho second situation no problem arises.
In the third situation the only difliculty is that
tho worker may have lost the right to not more
than an average of about $12.50 in Stite benefits
based on railroad employment. The fourth
situntion is the most troublesome, because o few
such workers might have been cligible for very
limited benefits if all their employment had been
covered by the State law. In this conneetion it
might be wise to recognize the fact that it is likely
that such a worker would shortly be dependent on
relief and should perhaps not he included in the
insurance system. In conneetion with the third
and fourth cases, the Railroad Retirement Board
has authority to enter into reciprocal agreements
with the Siates whereby the latter may be reim-
bursed for any benelits paid by them on the basis
of railroad employment.

This act will not significantly affect the place-
ment work of the employinent oflices except in a
dozen or so conters where the Railrond Retirement
Board may cstablish its own offices. There the
problom will be one of establishing & central
metropolitan [ile or soine system of duplicate regis-
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tration cards or interoflice clenrance. A sugpes.
tion has been made that the State employment
offices might diseriminato against railroad workers,
but it cannot be taken seriously without casting
unwarranted aspersions on the present practices
and future prospects of the Federal-Stato employ-
Inent services.

Conclusion

The Railroad Unemployment Insurance Aet
was passed nt a time when most Stato administra-
tors of unemployment compensation were still
struggling to cope with the deluge of clanims that
started on January 1, 1938, 1n the midst of their
problems it may easily have appeared to be the
last straw. ‘Thero is nearly a year, however, in
which to adjust to this new law, and it is hoped
that there will be lew administretors who, after
mature considerstion, will fail to apprecinte its
genuine contribution to the enuse of social sceus
rity. Ll points theway toward asimplified system,
It adds a further distinetive experiment to those
now in process in this field, 1t will result in a
slight saving to the railronds and will assure the
railrond workers nationatly uniform and equitablo
treatment,  In particular, iL removes the danger-
ous possibility that the operation of the State
laws might have introdueed various (ypes of State
differentials (o impair or complieate the sound
national basis of industrinl relutions which now
prevails in the ratlrond dustry. 1t will free the
Stote commissions from g substantinl part of the
complex problem of multistate workers, Tho
act presents a chullenging opportunity to demon-
strate the possibility of integrated and cconomieanl
administration.  To all who are coucerned with
the field of unemplovment insurnnee it presents
an opportunity for the cooperative solution of n
common problen.
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