
AMENDMENTS T O T H E R A I L R O A D UNEMPLOYMENT 
INSURANCE A C T 

S O L O M O N S . K U Z N E T S * 

The fundamental interrelationship between the Federal-State systems of unemployment 
compensation and the system of unemployment insurance for railroad workers makes the following 
analysis of the recent amendments to the Railroad Unemployment Insurance Act of special 
interest to readers of the Bulletin. This article discusses the background for the proposals and 
the need for changes in the benefit formula revealed during the first year of operation of the act. 

D U R I N G T H E first hal f year of operation of the 
Rai lroad Unemployment Insurance A c t , which 
went in to effect on J u l y 1 , 1 9 3 9 , i t became ap
parent t h a t benefits paid under the act were con
siderably lower than those under most State u n 
employment compensation laws and t h a t the 
contr ibut ions called for by the act could support a 
more adequate benefit scale. Accordingly , early 
i n 1 9 4 0 organized labor, represented by the R a i l 
way Labor Executives ' Association, in i t i a ted 
negotiations w i t h the Association of American 
Railroads w i t h a view to a r r i v i n g at a series of 
amendments wh i ch could be presented to Congress 
as a b i l l agreed to by bo th management and labor. 
A t the same t ime the Rai l road Ret irement Board 
was requested to make certain studies i n order to 
provide technical assistance to the two parties 
directly concerned i n dra f t ing the legislation. 

N o agreement was reached i n the negotiations 
between management and labor. For this reason 
two separate bills to amend the Rai lroad U n e m 
ployment Insurance A c t were introduced i n the 
Senate. T h e b i l l introduced by Senator Wagner 
(S. 3 9 2 0 ) 1 incorporated the changes proposed by 
the Rai l road Labor Executives ' Association; this 
b i l l was later reviewed and approved, w i t h minor 
emendations, by the Rai l road Ret irement Board . 
T h e b i l l sponsored by Senator Gurney incorpo
rated changes supported by the Association of 
American Railroads (S. 3 9 2 5 ) . T h e provisions of 
S. 3 9 2 0 contained i m p o r t a n t changes i n the rate , 
dura t i on , and t o t a l amount of benefits, i n the 
w a i t i n g period, and i n a number of adminis trat ive 
features of the or iginal act. T h e amendments 
proposed i n S. 3 9 2 5 were concerned m a i n l y w i t h 
benefit provisions and w i t h a s l id ing scale of con

tr ibut ions depending on the amount of assets in 
the ra i l road unemployment insurance account, 
f rom which benefits are pa id . 

Hearings on the two bills were held before a 
subcommittee of the Senate C o m m i t t e e on Inter 
state Commerce on M a y 1 3 and 1 4 . A l though an 
effort was made to arrive a t an agreement in the 
Committee , two separate reports were submitted 
to the Senate on June 3 . The m a j o r i t y report 
approved w i t h a few technical changes the bi l l 
introduced by M r . Wagner. The dissenting report, 
signed by five members, recommended the passage 
of M r . Gurney's b i l l w i t h some changes, the most 
i m p o r t a n t of which was the subst i tut ion of the 
scale of da i ly benefit amounts proposed i n S. 3 9 2 0 . 

Because of the pressure of legislation on national 
defense, the Senate d id not consider the amenda
to ry bills u n t i l J u l y 2 9 . On t h a t date S. 3 9 2 0 was 
passed as reported out of committee, w i t h the 
addi t ion of a section prov id ing that most of the 
changes go into effect on October 1 , 1 9 4 0 , instead 
of J u l y 1 as or ig inal ly proposed. This section also 
directed t h a t certain adjustments be made i n con
nection w i t h benefits paid and w a i t i n g periods 
served d u r i n g the period J u l y 1-September 3 0 . 

I n the House, bills to amend the Railroad 
Unemployment Insurance A c t were introduced by 
Representative Crosser on M a y 8 ( H . R. 9 7 0 6 ) , 
by Representative Reece on June 1 3 ( H . R. 1 0 0 8 2 ) , 
and by Representative Kennedy on June 1 4 ( H . R. 
1 0 0 8 5 ) . The Crosser and Reece bills were sub
s tant ia l ly the same as the Wagner and Gurney 
bills. T h e Kennedy b i l l proposed an equal d i v i 
sion of contr ibut ions between employers and em
ployees, whereby the employer contr ibut ion rate 
would be reduced f rom 3 to 1½ percent and an 
equal contr ibut ion would be payable by employees. 
Hearings on the three bills were held before the 
Committee on Inters tate and Foreign Commerce 
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on June 1 4 and 1 7 and J u l y 8 and 9 , b u t no report 
was submitted . O n J u l y 3 0 , S. 3 9 2 0 as passed by 
the Senate was referred to the Committee , which 
submitted a favorable report on September 1 3 . 
The Committee recommended a number of 
changes, however, of which the most i m p o r t a n t 
eliminated the carry-over of unused benefit r ights 
from one benefit year to the next. T h e b i l l was 
subsequently recalled by the Committee and after 
additional changes were made was passed by the 
House w i t h o u t dissent on September 3 0 . The 
House version was adopted by the Senate on 
October 2 and signed by the President on Oc
tober 1 0 . 

The amendatory act contains 2 7 sections, most 
of which went into effect on November 1 . M a n y 
of them a t t e m p t to correct weaknesses and d i f f i 
culties in administrat ive processes which were re 
vealed dur ing the first year of operation. The 
v i ta l changes, however, are concerned w i t h the 
benefit formula and provide a substantial increase 
in benefit levels. The discussion which i m m e d i 
ately follows deals w i t h the background of the 
proposals and analyzes the more i m p o r t a n t 
changes. 

Inadequacy of Benefits Under the Original Act 

The act or ig inal ly provided benefits for each 
day of unemployment i n excess of 7 i n a period 
of 1 5 consecutive days (a half month) up to a 
maximum of 8 0 dai ly benefit amounts in a benefit 
year. The dai ly benefit rates ranged f rom $ 1 . 7 5 , 
for employees w i t h base-year compensation of 
$ 1 5 0 - 1 9 9 , to $ 3 . 0 0 when base-year compensation 
was $ 1 , 3 0 0 and over. W i t h i n this range the dai ly 
benefit amount was raised by 2 5 cents for each 
increase of $ 2 7 5 in the base-year compensation. 
Benefits were payable after a w a i t i n g period of 
one half m o n t h w i t h a t least 8 days of unemploy
ment, served w i t h i n 6 months of the beginning of 
the benefit year. 2 

T h a t the benefit f ormula of the original act 
would result in rather small benefits was evident 
even before actual payments began. True, the 
potential durat ion of benefits i n a benefit year, 
which extended over a period of 5 months or 
sl ightly over 2 1 weeks for al l eligible employees, 
compared favorably w i t h the provisions of State 

unemployment compensation laws, i n which the 
m a x i m u m l i m i t i n most cases is 1 6 weeks. The 
wait ing-per iod provision could also be considered 
satisfactory, since the w a i t i n g t ime appeared to 
range f r om s l i ght ly more than 1 week to s l ight ly 
more than 2 weeks. Here, however, appearances 
were somewhat misleading. I n practice the unem
ployed worker had to w a i t for his first benefit check 
for at least 1 m o n t h after the beginning of his 
unemployment, because he was not ent i t led to 
benefits for the first half m o n t h (the w a i t i n g period) 
and had to complete another half m o n t h before a 
v a l i d benefit c laim could be adjudicated. He was 
therefore i n a position similar to t h a t of the c la im
ant i n a State w i t h a w a i t i n g period of 3 weeks; 
this was i n effect a longer w a i t i n g period t h a n the 
2 weeks required i n a m a j o r i t y of the States. 

I t was i n relat ion to the benefit provided for 
a period or spell of unemployment t h a t the i n 
adequacy of the benefit formula was s t r ik ing . 
The benefit for a period of 1 5 consecutive days 
of unemployment ranged f rom $ 1 4 to $ 2 4 . The 
equivalent weekly benefit rate for t o ta l unem
ployment m a y be calculated either as seven-
fifteenths of the benefit for 1 5 days or as one-half 
of such benefit, the la t ter on the assumption t h a t 
the fifteenth day is a Sunday or other day on 
whi ch the c la imant does not normal ly work . 
Even on the basis of the larger fract ion, the 
equivalent weekly benefit rate under the u n 
amended act works out to a m i n i m u m of $ 7 and a 
m a x i m u m of $ 1 2 , w i t h 4 intermediate rates spaced 
at $ 1 intervals. A l though the m i n i m u m rate 
appears to be high, being equaled or exceeded i n 
only a few States, the m a x i m u m is lower than i n 
any State system. 

The comparison, however, is misleading because 
i t involves an application of standards developed 
for manufactur ing and other industries to r a i l 
roads, which have a markedly different wage-rate 
structure . I n an industry i n which the lowest 
paid and least skilled groups average $ 1 8 - 2 2 for 
a f u l l week, where skilled labor i n the shops and 
i n the train-and-engine service is paid a m i n i m u m 
of $ 4 0 while semiskilled helpers and apprentices 
average $ 2 7 , and where clerical employees receive 
a weekly wage approximating $ 3 5 , the adequacy 
of the original benefit scales is obviously question
able. Even for the lower wage groups a substan
t i a l amount of employment i n the base year was 
necessary to qual i fy them for benefits wh i ch 

2 The statement about the waiting period applies to the act in effect in J u l y 
1939-Octobcr 1940; for changes made in the waiting-period requirements in 
June 1939, see p. 14. 



would approximate one-half the full-time wage. 
Since the highest weekly benefit was $ 1 2 , the 
ski l led and white-col lar groups could n o t under 
any circumstances receive a benefit approaching 
one-half their full-time wage. 

W h e n a c laimant was unemployed for less t h a n 
1 5 days, the inadequacy of benefits was even 
greater. Thus , a c la imant w i t h 7 days of unem
ployment received no benefits a l though his unem
p loyment extended over v i r t u a l l y half the 15 -day 
period, and a c la imant w i t h 1 0 days of unemploy
ment received only 27½ percent of the m a x i m u m 
benefit whi le his unemployment equaled nearly 
6 7 percent of the m a x i m u m possible unemploy
ment for the period. T h i s relationship between 
unemployment and benefits is i m p l i c i t i n the 
formula , wh i ch provided for benefits only for days 
of unemployment i n excess of 7 , on the principle 
t h a t i n a 15-day period earnings f rom employment 
should be allowed to offset i n whole or i n p a r t the 
wage loss f r om unemployment . I n this respect 
the provisions of the act were s imilar to the 
t reatment of so-called p a r t i a l unemployment i n 
the State systems, except t h a t i n most States the 
period dur ing w h i c h earnings are applied as an 
offset against the wage loss is l i m i t e d to a week. 
The length of this period is, of course, the ma jor 
factor governing the l i bera l i ty of compensation for 
p a r t i a l unemployment as compared w i t h compen
sation for t o t a l unemployment : the longer the 
period, the less generous are the " p a r t i a l " benefits. 
Under the benefit formula of the rai lroad act this 
is most obvious i n the case of 7 consecutive days of 
unemployment , for which the c la imant receives no 
benefits; under m a n y State laws an eligible 
c la imant would i n this case be ent i t led to a week's 
benefit, or half the benefit d r a w n for 2 weeks (or 
1 5 days) of consecutive unemployment . 

These weaknesses of the benefit provisions— 
the low level of weekly or semimonthly benefits 
and an unduly long w a i t i n g period—were apparent 
before benefit operations under the act began i n 
J u l y 1 9 3 9 . I n fact a minor change i n the w a i t i n g 
period was made i n the amendments approved i n 
June 1 9 3 9 ; for the or iginal requirement of 1 hal f 
m o n t h w i t h 1 5 consecutive days of unemployment 
or of 2 hal f months w i t h a t least 8 b u t less than 1 5 
days of unemployment a simpler provision was 
subst i tuted which required only 1 half m o n t h w i t h 
a t least 8 days of unemployment . N o major 
changes, however, were considered desirable a t 

t h a t t ime because there appeared to be no reason 
to qual i fy the theory under ly ing the or iginal act. 
T h i s theory assumed t h a t , because of the wide
spread acceptance of the seniority principle, un
employment among rai lroad workers is concen
trated more t h a n i n any other industry i n the 
low-wage groups and t h a t unemployment when i t 
occurs is i n the main continuous over long periods. 
Accordingly stress was la id on extended duration 
and on prov id ing a benefit scale which would con
fo rm to the standard of one-half of the full-time 
wage at least for the lower paid groups. Small 
differences i n the w a i t i n g period were unimportant 
when the durat ion of unemployment was long. 
Moreover, i t appeared impossible to finance larger 
benefits w i t h a contr ibut ion rate of 3 percent, the 
norm established for the country by the Federal-
State unemployment compensation system. 

Benefits in the First Year of Operation 

Cla im and benefit-payment experience under 
the act qu i ck ly revealed some addit ional flaws in 
the benefit structure of the system. I t became 
apparent i n the first few months of operation that , 
regardless of any objective and long-run considera
tions, claimants were immediately and v i ta l l y 
concerned w i t h the benefit amount payable to 
them for each half m o n t h . The fact t h a t they 
received a benefit for a half m o n t h which was 
smaller than they had received under the State 
systems for a similar period appeared to them more 
i m p o r t a n t than the longer potential durat ion of 
benefits i n the course of a year. Because of dis
satisfaction w i t h the benefit scale, the Board was 
early impelled to make a stat ist ical s tudy, based 
on actual cases, of the comparative benefit r ights 
under the rai lroad and State systems. The re
sults of this s tudy , as modified by weights reflecting 
the first f u l l year of experience, are summarized 
in table 1 . 

Benefits under the act compared with State bene
fits.—For the purposes of this s tudy about 1 0 0 
cases per State were selected at random from the 
group of applicants for benefit r ights under the 
rai lroad system i n the first m o n t h of operation. 
The sample included 4 3 jurisdict ions i n the con
t inenta l U n i t e d States. Six small j u r i s d i c t i o n s 3 

were omi t ted because no satisfactory sample 
could be obtained or because the State benefit 

3 Delaware District of Columbia, Nevada, Rhode Island, Vermont, and 
Wisconsin. 



formula precluded calculations on the basis of data 
available in the files of the B o a r d ; these 6 j u r i s 
dictions account for less than 4 percent of the 
employees covered under the act. 

For each case included i n the sample, benefit 
rights for a long and continuous period of unem
ployment beginning J u l y 1 , 1 9 3 9 , were calculated 
both under the ra i l road act and under the unem
ployment compensation statute of the employee's 
State of residence, on the assumption t h a t the 
wage cred i ts—but not necessarily the base period 
—under the two laws were the same. The State 
laws used for this purpose were those enacted by 
March 1 , 1 9 4 0 ; no at tent ion was paid to benefit 
provisions apply ing to a transit ional period or to 
those reflecting an old benefit formula which was 
scheduled to be replaced by a new formula. The 
weekly benefit rate for to ta l unemployment and 
the m a x i m u m amount of benefits for the benefit 
year under bo th systems were then compared 
for each case. I n order to guard against any 
exaggeration of the weaknesses of the rai lroad 
act and for s impl i c i ty i n calculation, the weekly 
benefit rate under the rai lroad act was assumed 
to equal one-half the benefit for a half m o n t h 
w i t h 1 5 days of unemployment. Cases found to 
be ineligible under State statutes were el iminated 
from this comparison, because cases ineligible 
under the railroad act were not included at the 
outset i n the universe f rom which the sample was 
drawn. The results of this comparison were 
compiled separately for each benefit class i n 
each State; for the same groups the median 
weekly benefit rate and the m a x i m u m amount of 
benefits i n the benefit year were also obtained. 
The s u m m a r y results for each State were ca l 
culated by means of benefit-class weights based 
on the first f u l l year of operation under the act. 
The summary results by benefit classes for the 
United States were calculated by means of State 
weights proport ionate to the number of rai lroad 
employees i n each State. 

Because of differences between the benefit pro 
visions of the rai lroad act and the State statutes, 
differences which relate not only to the methods of 
calculating the benefit rates and m a x i m u m 
amounts b u t also to the length and position of 
base periods w i t h respect to the benefit years, 
there is no reason to expect t h a t the comparison of 

Table 1 .—Compartson of average weekly benefit rates 
and maximum benefits payable in a benefit year to 
railroad workers, under State unemployment com
pensation laws and under the Railroad Unemploy
ment Insurance Act1 

Group or State 

Weekly benefit rate Maximum benefit in 
benefit year 

Group or State Average 
under 
State 
law 

Percent of cases 
in which State 

rate— Average 
under 
State 
law 

Percent of cases 
in which State 

maximum— Group or State Average 
under 
State 
law Exceeds 

RUIA 
rate 

Equals 
RUIA 

rate 

Average 
under 
State 
law Exceeds 

RUIA 
maxi

mum 

Equals 
RUIA 
maxi
mum 

Total $11.90 74 3 $163 33 5 
Employees with 

RUIA base-
year compen
sation of: 

$150-199 5.75 21 5 54 6 
200-474 9.50 60 4 118 25 2 
475-749 12.50 77 4 167 36 3 
750-1,024 14.25 86 8 205 47 1 1,025-1,20099 15.00 97 1 219 55 
1,300 and over 15.25 100 241 27 30 

States: 
Alabama 8.50 35 10 179 84 5 
Arizona 11.25 71 156 82 Arkansas 9.25 32 20 143 82 
California 15.00 100 256 88 9 
Colorado 11.50 57 12 171 46 
Connecticut 11.00 63 9 110 13 
Florida 13.50 76 17 199 64 2 
Georgia 11.25 56 13 175 55 Idaho 12.25 82 7 172 44 
Illinois 14.00 90 3 166 35 
Indiana 12.50 69 7 152 29 
Iowa 12.50 70 178 59 
Kansas 9.75 39 16 104 13 
Kentucky 11.75 61 175 54 
Louisiana 10.75 63 170 42 
Maine 8.00 15 11 132 13 
Maryland 10.25 52 13 145 29 
Massachusetts 12.25 67 5 190 45 1 
Michigan 14.75 90 2 205 66 2 
Minnesota 11.50 60 15 174 51 1 
Mississippi 10.75 49 8 146 84 
Missouri 11.75 67 140 22 7 

Montana 12.00 66 19 191 59 6 
Nebraska 10.50 52 22 160 42 New Hampshire 12.00 67 21 117 14 

New Jersey 11.00 57 9 121 18 
New Mexico 9.25 39 15 145 26 1 
New York 12.25 66 13 158 33 North Carolina 7.25 5 11 114 13 
North Dakota 11.25 55 19 174 49 1 
Ohio 13.00 72 13 208 77 
Oklahoma 9.50 34 24 109 14 
Oregon 12.75 82 8 105 15 
Pennsylvania 14.25 83 178 45 
South Carolina 9.50 85 18 150 36 2 
South Dakota 8.25 22 2 114 13 

Tennessee 9.75 43 20 158 43 1 
Texas 8.75 80 8 119 15 Utah 11.00 64 6 144 22 
Virginia 11.50 68 175 56 
Washington 12.25 67 16 173 54 1 
West Virginia 8.00 13 4 110 13 
Wyoming 15.00 83 8 157 31 

1 Calculated f rom sample of 100 cases per State. For statement of methods 
used, see text , p . 15. I n interpret ing table the fol lowing facts for r ights under 
or iginal railroad act should be noted: Equ iva lent weekly benefit rate for the 
U. S. and for each State averages $9.25; for i n d i v i d u a l benefit classes i t ranges 
from $7 to $12, w i t h intermediate rates a t $1 intervals . M a x i m u m benefits 
in a benefit year for the U. S. and for each State amount on the average to 
$185; for i n d i v i d u a l benefit classes m a x i m u m ranges from $140 to $240, w i t h intermediate amounts spaced $20 apart . 



benefit r ights under the State and Federal laws 
would show t h a t a l l or nearly a l l benefit rates or 
m a x i m u m benefit amounts under the State law 
are higher or lower or the same as under the r a i l 
road act. The results of the comparison can be 
stated only i n terms of the proport ion of cases i n 
which the benefit rates or m a x i m u m benefits under 
one act are higher or lower than under the other. 
Greater l ibera l i ty of benefits is indicated when the 
proport ion of cases w i t h higher weekly or m a x i 
m u m benefits exceeds one-half. Another method 
is to compare the averages under the two laws, to 
get a measure of the differences between the laws 
i n terms of dollars and cents. The figures pre
sented i n table 1 p e r m i t comparison b y b o t h 
methods. 

I n re lat ion to the weekly benefit rate, the figures 
i n table 1 show t h a t there are only 6 of the 4 3 
States i n which the State amount is clearly lower 
t h a n t h a t provided under the ra i l road act. I n 
these States—Alabama, M a i n e , N o r t h Carol ina, 
South D a k o t a , Texas, and West V i r g i n i a — t h e 
proport ion of cases i n wh i ch the State rate is 
greater than or equal to the equivalent weekly rate 
under the rai lroad act is definitely less than 5 0 
percent. The average rate i n these States is also 
below the average under the rai lroad act, which is 
$ 9 . 2 5 . I t is significant t h a t these 6 States include 
a l l those i n which the law provides for the deter
minat i on of the weekly benefit on the basis of 
annual wages f r om covered employment, a for
mula s imilar to t h a t used i n the rai lroad act ; 
the rates i n Maine , N o r t h Carol ina, South Dakota , 
and West V i r g i n i a are, however, m uc h lower 
t h a n under the act, because the weekly benefit is 
taken on the average at a much lower fract ion of 
base-year wages. 

For 5 other States (Arkansas, Mississippi, New 
Mexico , Oklahoma, and South Carolina) the com
parison b y the two methods is inconclusive, sug
gesting t h a t i n general and on the average the 
differences between State benefit rates and the 
equivalent weekly rates under the act are smal l . 
For the remaining 3 2 States the weekly benefit 
amounts are appreciably higher t h a n the equiv
alent rates under the act ; i n 5 of them—Cal i f o rn ia , 
I l l ino i s , M i c h i g a n , Pennsylvania, and W y o m i n g , 
wh i ch include nearly 2 7 percent of the t o t a l n u m 
ber of ra i l road employees—the average benefit 
rate under the State law is at least 5 0 percent 
greater t h a n under the Federal act. I t is no t 

surprising, therefore, t h a t the average benefit 
rate under State laws for the country as a whole 
exceeds by nearly 2 9 percent the equivalent 
weekly rate under the Federal act. I t is also 
noteworthy t h a t for nearly three cases out of 
four the weekly benefit under the State laws is 
greater than under the Federal act for the same 
wage credits. 

W i t h respect to the m a x i m u m amount of bene
fits in the benefit year, the comparison yields at 
first glance almost diametrical ly opposite results. 
I n only 5 States out of 4 3 does the proport ion of 
cases w i t h m a x i m u m benefits larger than under 
the rai l road act exceed 5 0 percent and the State 
maximum exceed $ 1 8 5 , the average applicable to 
the rai lroad act. Among these 5 States are 
Cali fornia, w i t h a m a x i m u m potential durat ion of 
2 6 weeks, and M o n t a n a and Ohio, w i t h uni form 
potential durations of 16 weeks. For 8 other 
States the comparison is inconclusive, suggesting 
t h a t the differences are on the whole smal l . For 
the remaining 3 0 States, however, m a x i m u m 
benefits under State laws were appreciably lower 
than under the Federal act, a lthough for 1 9 of 
them the State weekly benefit was definitely 
above the equivalent rate in the rai lroad system. 
For the country as a whole, m a x i m u m benefits 
under the rai lroad act were higher in about 62 
percent of the cases; the net average excess over 
the State level was about 1 3 percent. Obviously, 
these figures do not indicate whether and to what 
extent longer durat ion can offset lower weekly 
benefit levels—from the standpoint of either the 
unemployed worker or sound social policy. 

More significance attaches to this s tudy when 
the results are presented separately for each bene
fit class. As may be seen from the averages for 
the country i n table 1 , the deficiency i n the benefit 
rate under the rai lroad act does not occur at a l l in 
the group w i t h base-year wages of $ 1 5 0 - 1 9 9 and 
is no t too large for the group w i t h annual compen
sation of $ 2 0 0 - 4 7 4 . For these groups the equiva
lent weekly rates under the Federal act are $ 7 and 
$ 8 , respectively, as compared w i t h an average of 
$ 5 . 7 5 and $ 9 . 5 0 i n the State systems. The dis
p a r i t y becomes really wide for the higher compen
sation classes, i n which the difference i n favor of 
the State systems ranges f rom $ 3 . 2 5 to $ 4 . 2 5 per 
week. Moreover, for the classes w i t h base-year 
wages of $ 7 5 0 or more the longer durat ion under 
the rai lroad act i n no sense compensates for the 



lower weekly benefit amount ; for these classes 
there appears to be little difference between the 
Federal system and the State averages in the m a x i 
m u m amount of benefits in the benefit year. 

Benefits by occupational groups.—Experience i n 
payment of benefits made i t also increasingly 
clear t h a t the original theory exaggerated the 
concentration of unemployment i n the rai lroad 
industry i n the groups w i t h relat ively low wage 
rates. Large numbers of skilled and semiskilled 
employees, part i cu lar ly i n the shops and i n the 
train-and-engine service, registered as unemployed 
and claimed benefits. Under the provisions of the 
act, employees in these groups could not conceiv
ably become ent i t led to benefits t h a t would approx
imate half their full-time wage. The results of the 
first f u l l year of operation bearing on this po int are 
summarized i n table 2, which covers approxi 
mately 90 percent of the compensable unemploy
ment among employees of class I railroads, by far 
the largest class of employers subject to the act. 
The occupations omi t ted consist of supervisory 
employees, the senior grades i n the t r a i n - a n d -

engine service, restaurant and k i tchen employees, 
marine workers, and other groups for which the 
rat io of benefits to full-time wages is of no interest 
for the purposes of this discussion. 

I n this table, low wage-rate groups account for 
only 60 percent of the unemployed workers who 
received one or more benefits and for approxi 
mate ly 65 percent of their compensable unemploy
ment. These figures are based on a broad def ini 
t i on of low-wage groups, i n which are included no t 
only unskil led and semiskilled manual workers 
b u t also the helpers and apprentices i n the skil led 
crafts. Even for these groups, however, benefits 
for a half m o n t h of t o ta l unemployment compen
sate on the average only 35 to 43 percent of the 
wage loss. For other employees the degree of 
compensability is muc h lower; for the skil led 
crafts i t ranges on the average f rom 24 to 32 per
cent, and for white-collar employees i t does not 
exceed an average of 28 percent. 

Intermittent unemployment.—The discussion so 
far has dealt only w i t h half months of t o ta l unem
ployment , which , i t was antic ipated, wou ld 
account for substantial ly a l l the unemployment 
i n the industry . On this point , too, experience 
showed t h a t the original theory is subject to seri 
ous qualifications. Of the t o ta l number of claims 
submitted by eligible workers which, were processed 
i n the first year of operation, only 52 percent 
were for half months w i t h 15 days of unemploy
ment . Of the remainder, 14 percent covered 
half months w i t h 7 or fewer days of unemploy
ment and 34 percent covered hal f months w i t h 
8 to 14 days of unemployment. A sample s tudy 
of half months b y number of days of unemploy
ment suggests t h a t the number of half months 
w i t h 7 or fewer days of unemployment would 
probably have been larger i f eligible employees 
had registered w i t h respect to every day of unem
ployment which they incurred. Undoubtedly 
many employees neglected to do so when they 
were certain to go back to work i n a few days, 
because under the act they could receive neither 
benefits nor credit for w a i t i n g period for a hal f 
m o n t h w i t h fewer than 8 days of unemployment. 
E v e n when taken at face value, the figures show 
clearly t h a t , a t least i n a year when employment 
conditions are fa i r l y good, unemployment among 
eligible workers is b y no means continuous. 
M u c h of the unemployment apparently occurs i n 
short spells, the benefits for which compensate a 

Table 2 .—Comparison of railroad unemployment 
insurance benefits and full-time wages for selected 
occupational groups of employees of class I railroads, 
fiscal year 1939-40 1 

Occupational group 

Average 
full-time 
wage for 
a period 

of 2 
weeks 

Average 
benefit 
for 15 

consecu
tive days 

of un
employ

ment 

Ratio of 
benefit 
to wage 
loss in 15-day 
period 
(per
cent) 

Percent of occu
pational group to 
total for class I 

railroad employ
ees Occupational group 

Average 
full-time 
wage for 
a period 

of 2 
weeks 

Average 
benefit 
for 15 

consecu
tive days 

of un
employ

ment 

Ratio of 
benefit 
to wage 
loss in 15-day 
period 
(per
cent) Benefi

ciaries 
Benefit 

half 
months 

Skilled crafts: 
Maintenance of way and 
structures, skilled $50.50 $19.22 32.3 2.5 2.2 
Maintenance of equip

ment, skilled 67.80 20.08 29.6 14.6 10.9 
Train, engine and yard 

service, junior occupa
tions 79.44 18.77 23.6 14.3 14.1 

Other manual workers: Maintenance of way and 
structures 38.65 16.62 43.0 30.1 33.8 

Maintenance of equipment 
and stores 43.20 17.97 41.6 6.2 6.1 

Helpers and appren 
tices (maintenance) 48.00 18.84 39.3 12.9 10.9 

Freight handlers 50.04 17.47 34.9 5.5 6.8 
White-collar employees: 

Clerical 68.76 19.39 28.2 2.8 3.5 Station agents and teleg
raphers 71.15 19.49 27.4 1.9 1.9 

1 Ful l - t ime wage is calculated from data on average hour ly and dai ly earn
ings bv occupation for 1938, compiled by the Interstate Commerce Commis
sion. For a l l occupations other than ski l led crafts in maintenance of way and 
structures and in maintenance of equipment , and helpers and apprentices, a 
fu l l week is assumed to consist of 48 hours or 6 days; for excepted occupations a 
fu l l week is set at 40 hours. The occupations are combined by means of 
weights proportional to number of employees w i t h less than 12 months of 
service and w i t h credited compensation of $150 or over in 1938, as compiled by 
the Railroad Retirement Board. Other figures in table are calculated from 
sample of benefit certifications covering first f u l l year of operation under the 
Railroad Unemployment Insurance Act . 



smaller proport ion of the wage loss t h a n i n cases 
of t o t a l unemployment i n 15-day periods. 

Moreover, c ont inu i ty or in termit tency of u n 
employment appears to be related much more to 
the department or service i n which the employee 
works than to his occupational grade or the wage-
rate level. A n analysis of a sample of benefit 
certifications i n the first year b y the durat ion of 
unemployment i n the hal f months to which they 
apply shows, for example, t h a t for the skil led 
crafts i n maintenance of way and structures 73 
percent of a l l certifications were for half months 
w i t h 15 days of unemployment , while for other 
manual workers i n the same departments the pro 
por t i on was 71 percent. For maintenance of 
equipment and stores the proportions for the 
skil led and other manual workers were 53 and 55 
percent, respectively; only for helpers and appren
tices, a group which includes some employees 
also i n maintenance of way and structures, was 
the proport ion as h igh as 59 percent. The lowest 
proportions of continuous unemployment were 
found for freight handlers—37 percent—and for 
the jun ior occupations i n the t r a i n , engine, and 
y a r d service—48 percent; these percentages ob
viously reflect the conditions of employment i n 
these departments rather than the degree of sk i l l 
required or the rate of pay. 

The figures therefore lend no support to the 
theory t h a t higher compensation was provided 
under the act for wage losses among the lower 
wage groups because the ir unemployment tends 
to be continuous. Experience showed t h a t con
t i n u i t y of unemployment is characteristic of cer
t a i n departments of rai lroad operations subject 
to pronounced seasonal fluctuations; a l l groups of 
employees i n such departments are equally liable 
to suffer long periods of continuous unemploy
ment . I n other departments there is re lat ively 
l i t t l e difference i n the character of unemployment 
as between the ski l led and the unski l led. 

Maximum duration and waiting per iod.—The 
results of the first year of operations also have an 
i m p o r t a n t bearing on the other aspects of the 
benefit f o r m u l a — t h e m a x i m u m potent ia l durat i on 
and the w a i t i n g period. D u r i n g t h a t year, of 
160,735 persons for w h o m one or more benefit pay
ments were certified, on ly 29,303, or a l i t t l e more 
t h a n 18 percent, were unemployed long enough 
to draw the m a x i m u m amount of benefits to wh i ch 
they were ent i t led d u r i n g a benefit year. Th i s 

crude calculation understates the figure significant 
for this discussion, namely, the proport ion of 
beneficiaries who draw the m a x i m u m amount of 
benefits before their benefit year expires. On the 
basis of data available at present i t is estimated 
t h a t the exhaustion rate w i l l probably be about 
27 percent. For at least two- th irds of the bene
ficiaries, therefore, an extended durat ion of 
benefits i n the year is of no mater ia l consequence, 
at least when employment conditions are as 
favorable as they have been since June 1939. 
For this group long durat ion is in no sense an 
offset for low weekly benefit amounts. The signifi
cance of this inference is magnified by data 
which suggest t h a t for the higher wage-rate groups, 
for w h o m weekly or semimonthly benefit rates 
compensate a lower proport ion of the wage loss 
than for other employees, the exhaustion rate is 
also much lower. 

Experience i n the first year of operation prob
ably exaggerated the effect of the w a i t i n g period in 
reducing the amount of benefits, because the vo l 
ume of unemployment dur ing t h a t year was com
parat ive ly small . However, even after account 
is taken of this quali f ication, the figures for the 
first year are s t r i k i n g . T h e y show t h a t , i f the 
wait ing-period requirement had been el iminated, 
benefits on the average would have been raised 
about 19 percent. Inc luded i n this calculation is 
the group of claimants who drew the m a x i m u m 
amount of benefits to which they were entit led 
for the year and whose benefits were therefore 
unaffected b y the w a i t i n g period. Exc lud ing this 
group, the average increase i n benefits by e l imina
t i on of the wait ing-period requirement works out 
to 23 percent. Granted t h a t i n a year w i t h 
greater unemployment the effect of the w a i t i n g pe
r iod would have been smaller, the question of j u s t i 
f y ing so restr ict ive a requirement s t i l l remained. 

T h i s question appeared to be part i cu lar ly 
relevant because the arguments ord inar i ly ad
vanced for a w a i t i n g period are not applicable 
to the rai lroad unemployment insurance system. 
A just i f i cat ion on administrat ive grounds—to 
afford sufficient t ime for the i n i t i a l determination 
of benefit r ights—obviously is i rre levant , since 
r ights of the great m a j o r i t y of covered workers 
are i n fact determined about a m o n t h before the 
earliest possible beginning of the benefit year. 
Statements of compensation and service credited 
for the calendar year are prepared and d istr ibuted 



by the Board i n the fol lowing M a y and June to 
all employees; these statements represent i n fact 
init ia l determinations of benefit r ights for the year 
beginning on or after J u l y 1. The argument t h a t 
i t is preferable to make relat ively larger payments 
to workers w i t h long periods of unemployment 
than to disperse benefit funds through small pay
ments to workers w i t h short periods of unem
ployment presupposes t h a t the condit ion of the 
reserve compels a choice between the two alter 
natives. A comparison of the aggregate benefit 
outgo i n the first year of operation w i t h the con
tributions applicable to t h a t period clearly sug
gested t h a t i t would be possible to pay larger 
benefits to workers w i t h short periods of unemploy
ment w i t h o u t penalizing other groups of claimants. 

Extent of possible increase in benefits.—From 
July 1939 through June 1940 a to ta l of approx i 
mately $14,811,000 was certified i n benefits. I f 
account is taken of benefits certified after June 
30, 1940, for unemployment which occurred pr ior 
to the end of the fiscal year, i t is probable t h a t 
the benefit outgo for the year would amount to a 
little more than $15,000,000. B y the end of 
September 1940 a t o ta l of about $65,470,000 had 
been collected in contr ibut ions , interest, and 
penalties for the year J u l y 1939-June 1940. 
Ninety percent of this figure, or about $58,923,000, 
is available for the payment of benefits; the 
remainder is appropriated under the act for ad 
ministrat ive expenses. I t appears therefore t h a t 
less than 26 percent of the contributions accruing 
for the fiscal year was actual ly paid i n benefits. 
A clear indicat ion is thus afforded t h a t benefit 
levels can be raised. 

The next question relates to the extent of the 
possible increase i n benefits, i f on the one hand 
solvency of the unemployment fund is to be as
sured through al l the vicissitudes of the business 
cycle and on the other the accumulation of unduly 
large and unnecessary reserves is to be prevented. 
There are no absolutely reliable data furnishing 
an answer to this question, nor can they become 
available u n t i l sufficient experience is accumulated 
w i t h the operation of the rai lroad unemployment 
insurance system or a system similar to i t . For 
the time being reliance must be placed on such 
approximate indications as can be derived f r om 
other sources. 

The experience of the B r i t i s h unemployment 
insurance system from 1929 through 1939 shows 

t h a t a t their peak annual benefit payments are 
about 2.4 times as large as the out lay i n years when 
unemployment is a t i ts lowest. The differences 
between the benefit features of the B r i t i s h p lan 
and the employment h istory of the B r i t i s h i n 
dustry on the one hand and the corresponding 
factors i n the rai lroad system i n this country on 
the other a l l po int to the fact t h a t this measure of 
the range of benefit payments exaggerates the 
probable experience under the ra i l road act. 
Parallel ing this measure of f luctuations i n bene
fits , statistics of rai lroad pay rolls i n this country 
for the period f rom 1933 through 1939 suggest 
t h a t i n a year of low employment contributions 
are l ike ly to be not less t h a n 70 percent of the con
tr ibut ions applicable to a year of h igh employment. 
Even after account is taken of probable increases 
i n rai lroad pay rolls i n 1940 and 1941—as a result of 
industr ia l expansion i n connection w i t h the de
fense program, which can scarcely be regarded as 
a normal phase of the business cycle—the lowest 
annual contr ibut ion amounts to not less than 66 
percent of the highest annual figure. 

On the basis of these conservatively estimated 
factors and using the conservative assumption t h a t 
the number of good years is the same as the 
number of bad years, the fo l lowing equation can 
be set u p : 1 b + 2 . 4 b = l c + . 6 6 c , where b is the 
benefit out lay i n a year of h igh employment and 
c is the contr ibut ion apply ing to the same year. 
Th i s equation shows t h a t i n a very good year 
benefit out lay may amount to nearly 49 percent 
of the contributions accruing for t h a t year w i t h o u t 
destroying the solvency of the f u n d ; this wou ld 
permit the payment i n a bad year of benefits ex
ceeding 175 percent of the contributions apply ing 
to such period. I n the l i gh t of this calculation, 
the experience of 1939-40, w i t h benefits amount ing 
to less than 26 percent of the contr ibut ion accruals, 
means t h a t the benefit out lay could be nearly 
doubled. Since the est imating procedure includes 
obvious elements of a conservative bias and since 
employment conditions i n the year 1939-40 were 
by no means the most favorable for the period 
used, i t is safe to say t h a t benefit payments could 
be raised by more t h a n 100 percent. 

Recommended Changes in the Benefit Formula 
Analysis of the experience i n the first year of 

operation and of supplementary data indicated 
the areas i n which changes appeared to be most 



desirable and the extent to which benefit levels 
could safely be raised. For administrat ive reasons 
these changes were to be made i n such a way as to 
re ta in as much as possible of the external charac
teristics of the benefit formula. Understanding 
by claimants of their r ights is always essential to 
the smooth funct ioning of the system, and radical 
departures f rom the principles to wh i ch the c la im
ants had become accustomed i n the first year 
would have caused confusion and complaint . 
Th i s was clearly so i n a system i n w h i c h the ad 
min i s t ra t ive agency has no every-day direct con
tact w i t h the c la imant , because the functions of 
registration and claims tak ing are performed by 
4 5 , 0 0 0 m i n o r supervisory employees of the r a i l 
roads. E v e n the task of t r a i n i n g this vast a rmy 
of p a r t - t i m e claims takers i n the intricacies of a 
new formula whi le they were act ively engaged i n 
the adminis trat ion of the system under the current 
formula would be an extremely di f f icult and haz
ardous undertaking. 

Change in the number of benefit days .—The 
change most definitely indicated by the various 
studies was i n the benefit payable for a single 
c laim and benefit period, 1 5 consecutive days under 
the act as i t then stood. I t was essential to raise 
the amount of benefit payable for substantial ly a l l 
claimants, b u t more par t i cu lar ly for semiskilled 
and ski l led manual workers and the white-col lar 
groups. Moreover, the benefit payable for par t ia l 
unemployment i n such periods was to be increased 
more t h a n the benefit for to ta l unemployment. 

Clearly the simplest device for accomplishing 
p a r t of this result would be to increase the number 
of days of unemployment i n the period for which 
benefits are payable. A n addi t ion of even 1 
benefit day to the m a x i m u m of 8 or ig inal ly pro 
vided would obviously increase benefits al l along 
the l ine, and would also provide for a greater 
relative addi t ion for par t ia l unemployment . Thus 
a c la imant w i t h 1 5 days of unemployment would 
have his benefit raised b y 1 2 . 5 percent, while a 
c la imant w i t h 1 0 Days of unemployment would 
receive an addit ion of 3 3 . 3 percent. 

There is a definite l i m i t beyond which an i n 
crease i n the number of benefit days would violate 
the principles of sound unemployment insurance. 
I n a 15 -day period this l i m i t is 1 0 benefit days; 
the remaining days w i l l include 2 Sundays and 2 
Saturdays and 1 other day, which m a y also be a 
Saturday or a Sunday. T o provide for 1 1 benefit 

days would mean the payment of benefits to some 
f u l l y employed persons who regularly work a 5-
day week. This problem cannot be solved by 
a s ta tutory exclusion of Sundays, because i n an 
industry i n wh i ch the most i m p o r t a n t depart
ments operate continuously the normal day of 
rest for some employees w i l l no t fa l l on a Sunday. 

The l i m i t can be pushed a little farther in a 
14-day period, which always includes only 2 
Sundays and 2 Saturdays and for which i t is 
possible to provide t h a t benefits be payable for 
al l days of unemployment i n excess of 4 . Such a 
provision would moreover abolish insofar as 
practicable the difference between compensation 
for par t ia l and for to ta l unemployment : a 5-day 
per week worker who was unemployed for only 
a p a r t of the 14-day period would be compensated 
for his wage loss i n practical ly the same proport ion 
as i f he were to ta l ly unemployed throughout the 
period. This result could be accomplished even 
better in a 7-day period w i t h a m a x i m u m of 5 
benefit days; bu t , apart f rom doubl ing the claim 
lead and the consequent addit ion to the adminis
t ra t ive expense which a 7-day benefit period would 
entai l , such a change would require too drastic a 
departure from the established registration and 
c laims-taking routines. 

The first change recommended was accordingly 
that a registration period of 1 4 days w i t h a m a x i 
m u m of 1 0 benefit days be substituted for a 
half m o n t h of 1 5 days w i t h a m a x i m u m of 8 
benefit days. The effect of this change is to raise 
benefit levels for all employees. The amount of 
increase is approximately 4 3 percent for to ta l 
unemployment in a period of 1 4 consecutive days, 
and an average of about 86 percent for cases of 
8 - 1 3 days of unemployment. I n addi t ion , bene
fits are payable to employees who have 5 - 7 days 
of unemployment, to whom benefits are denied 
by the original formula. The equivalent weekly 
benefit for to ta l unemployment would by v ir tue 
of this change range from $ 8 . 7 5 to $ 1 5 . 0 0 , w i t h 
4 intermediate rates spaced $ 1 . 2 5 apart . 

Change in daily benefits.—This change in the 
number of benefit days would provide fa ir ly 
satisfactory benefit rates for employees whose 
full-time weekly wage is between $ 1 8 and $ 2 5 . 
Employees w i t h weekly wages of $ 1 8 to $ 2 0 — t h e 
number whose wages are below $ 1 8 is relat ively 
so small t h a t they need not be considered here— 
would require only 1 0 weeks of fu l l employment 



in the base year to become ent i t led to a weekly 
benefit approximating half their wage. E m p l o y 
ees whose wages range f rom $21 to $25 would 
qualify for a benefit compensating hal f of the wage 
loss i f they had about 6 months of employment i n 
the base year. For workers w i t h more employ
ment i n the base year, the weekly benefit would 
be somewhat larger, b u t in no case would i t 
approach dangerously close to the full-time wage. 
The benefit would exceed 60 percent of the wage 
only for employees whose wage was less t h a n $23 
if their employment i n the base year exceeded 36 
weeks. Under no circumstances wou ld the benefit 
reach 70 percent of the full-time wage. 

For employees w i t h wages over $25, appl ication 
of the benefit rates provided i n the original act 
to the 14-day period w i t h a m a x i m u m of 10 com
pensable days would produce far less adequate 
results. Employees w i t h wages of $26 to $30 
would require a m i n i m u m of about 36 weeks of 
full employment i n the base year to entit le them to 
a weekly benefit approximat ing one-half of the 
wage. Employees w i t h wages exceeding $30 
could not i n any case become entit led to a weekly 
benefit equal to 50 percent of the wage, because the 
maximum benefit is set at $30 for 14 days, or $15 
per week. As may be seen from table 3, the n u m 
ber of such workers and their proport ion of the 
total is by no means small , even i f i t is assumed 
that unemployment among workers w i t h base-
year earnings of $2,000 or over is so insignificant 
that i t should for practical purposes be disre
garded. More than 13 percent of the to ta l 
eligible employees of class I railroads have a 
full -t ime weekly wage of $25 to $29, and more 
than 47 percent a wage of $30 or greater. To 
provide adequate weekly benefits for these groups 
an increase in dai ly benefit amounts is required. 

After some experimentation i t was recommended 
that the dai ly benefits for employees w i t h base-
year compensation of $1,000 or over be changed 
as follows: 

Base-year compensation 
Daily benefit amount 

Base-year compensation 
Original Recom

mended 

$1,000-1,024 $2.50 $3.00 
1,025-1,299 2.75 3.00 
1,300-1,599 3.00 3.50 
1,600 and over 3.00 4.00 

This change would permi t weekly benefits of 
$17.50—nearly as h igh as the highest m a x i m u m i n 
State systems, wh i ch is $18.00—and even of $20.00. 
A l t h o u g h barely affecting employees w i t h weekly 
wages of $25 or less, the change would mater ia l ly 
improve the position of the groups w i t h weekly 
wages f rom $26 to $40. The benefit for employees 
w i t h wages of $26 to $30, for w h i c h they wou ld 
be qualified by 36 weeks of base-year employment, 
would range f rom 52 to 58 percent of their wage 
loss. A b o u t the same amount of employment 
would ent i t le employees w i t h weekly earnings of 
$31 to $40 to a benefit ranging f rom 45 to 57 percent 
of the wage loss. E v e n employees whose wages 
range f rom $41 to $50 would be qualified by the 
same amount of employment to a benefit com
pensating 40 to 49 percent of their weekly wage 
loss. A summary showing the qual i fy ing amount 
of base-year employment required for a benefit 
equal to at least 40 percent of the weekly wage, 
and the rat io of benefit to wage loss for different 
base-year compensation classes under this proposal 
is presented in table 4. 

I t is interesting at this po int to examine the 
effect of the two recommended changes i n the 
benefit f ormula on the comparison w i t h benefit 
levels i n the States discussed i n connection w i t h 
table 1. These changes would substantial ly equal
ize weekly benefits under the railroad-system and 
those i n the States, as may be soon f r om the f o l 
lowing figures: 

Base-year compensation 
Average 

State 
rate 

Rate under 
RUIA 

Base-year compensation 
Average 

State 
rate 

Old New 

Total $11.90 $9.25 $12.20 
$150-199 5.75 7.00 8.75 
200-474 9.50 8.00 10.00 
475-749 12.50 9.00 11.25 
750-1,024 14.25 10.00 12.50 
1,025-1,299 15.00 11.00 15.00 
1,300 and over 15.25 12.00 1 19.05 

1 Obtained by the use of weights proportionate to number of class I rail
road employees with credited compensation for 1938 of $1,300-1,599 and of 
$1,600-1,999. 

I t is also i m p o r t a n t to note the effect of those 
changes on the rat io of benefits to wages b y occu
pational groups. For the skillod crafts the new 
ratios w i l l be f rom 41 to 43 percent as compared 
w i t h 30 to 32 percent under the original benefit 
schedule. For other manual workers the old range 



of ratios f rom 35 to 43 percent is l i f ted to a new 
level of 44 to 54 percent. For white-col lar em
ployees the benefit will compensate for 38 percent 
of the wage loss as compared w i t h 28 percent 
under the old rates. Only for the jun ior occu
pations i n the train-and-engine service does the 
changed schedule f a i l to raise the average benefit-
wage rat io above 31 percent. 

Change in potential durat ion.—The recom
mended change i n the number of benefit days i n 
a registrat ion period clearly required an extension 
of the potent ia l dura t i on of benefits f r om 80 days 
i n the benefit year to 100 days. The act o r i g i 
n a l l y provided benefits for 10 hal f months of t o ta l 
unemployment ; under the proposed formula 10 
registrat ion periods of t o t a l unemployment would 
entai l benefits for 100 days. Fai lure to extend 
durat i on would therefore amount to a reduct ion 
i n the durat i on of benefits granted i n the or ig inal 
act, a result which was scarcely consonant w i t h 
the purpose of the amendments. Accordingly 
i t was proposod t h a t the l i m i t a t i o n on benefits i n 
a benefit year should be reworded to provide for 
a m a x i m u m of 100 da i ly benefit amounts instead 
of 80. 

I n fact a consideration of the experience i n the 
first year of operation led to a proposal for an 
independent change i n the durat i on provisions. 
As shown above, the durat i on of benefits under the 
ra i l road act, w h i c h is somewhat longer t h a n the 
m a x i m u m so far adopted i n most State systems, 
was merely a theoretical advantage for at least 
two - th i rds of the claimants under the favorable 
employment conditions i n 1939-40. T r u e , i f the 

volume of unemployment had been larger, more 
use wou ld have been made of the long durat ion ; 
this fact , however, does no t detract from the 
v a l i d i t y of the statement t h a t , in some years at 
least, the extended durat ion of benefits is a right 
no t l ike ly to be exercised by the great major i ty 
of the eligible unemployed. 

This conclusion necessarily leads to a recon
sideration of the argument which was originally 
advanced for a 5-month benefit period in the year. 
The just i f icat ion was i n terms of concentration of 
unemployment i n certain groups whose annual 
amount of unemployment tends to be great. The 
argument, however, fails to distinguish between 
the various types of unemployment peculiar to the 
different groups in the industry . For the track 
and bridge-and-building departments unemploy
ment is largely seasonal in character, and for 
many employees, part i cu lar ly in the northern 
regions, i t extends over a number of months in 
the year. For shop employees unemployment is, 
under normal conditions, i n t e r m i t t e n t , w i t h some 
tendency to concentrate toward the end of months 
or quarter ly fiscal periods. Usual ly unemploy
ment i n the jun ior occupations i n the t ra in -and-
engine service is equally sporadic; i t also reflects to 
some extent the seasonal f luctuations in freight 
and passenger movements. Among the station 
forces unemployment is i m p o r t a n t only for freight 
handlers, where a certain amount of casual and 
spread-the-work employment is found. Except in 
the track and bridge-and-building departments, 
therefore, prolonged unemployment is usually i n 
frequent. I t attains really large proportions, 
however, in periods of depression and affects par
t i cu lar ly the shops and the jun ior train-and-engine 
occupations. For these groups a long durat ion of 
benefits, although not generally used in good times, 
becomes an extremely valuable asset when r a i l 
road business is slack. Generally speaking, such 
employees could i n most years wel l do w i t h shorter 
durat ion than that provided in the act, b u t would 
require considerably longer durat i on in some 
years. 

P r i m a r i l y to accommodate this type of case, a 
proposal was developed to permi t the carry ing over 
of unused benefit r ights from one benefit year into 
the next. As finally recommended, this change 
would set the m a x i m u m number of days i n the 
benefit year at 100 plus an add i t i on , no t exceeding 
50 days, equal to the difference between 100 and 

Table 3 .—D i s t r i b u t i o n of employees of class I railroads 
with credited compensation of $150-2,000 for 1938, by 
amount of full-time weekly wage 1 

Full-time weekly wage Number 2 Percent 

Total 790,806 100.0 
Under $18 30,286 3.8 
18.00-19.99 155,811 19.7 
20.00-24.99 127,716 16.2 
25.00-29.99 107,996 13.5 
30.00-34.99 197,689 25.0 
35.00-39.99 105,084 13.3 
40.00-44.99 43,434 5.5 
45.00-49.99 11,784 1.5 
50.00 and over 11,906 1.5 

1 F u l l - t i m e wage estimated from hour ly or da i ly earnings for 1938 
as calculated by the Interstate Commerce Commission, on assumption of a 
48-hour or 6-day week for a l l occupations except skilled crafts in maintenance 
of way and structures and in maintenance of equipment and their helpers 
and apprentices; for these groups a 40-hour week was assumed. 

2 N u m b e r of employees obtained from tabulations of the Railroad Retire
ment Board ; does not include employees whose occupation was not reported 
or employees in 4 re lat ively small occupations not recognized as such in the 
occupational classification used b y the Commission. 



the number of days for which benefits were drawn 
in the preceding benefit year. Th i s r i g h t wou ld 
of course be l imi ted to those eligible for benefits i n 
both the preceding and the current benefit years. 
The proposal amounts to a def init ion of potent ia l 
benefit durat ion i n terms of 2 successive years, 
wi th a l i m i t of 200 days for the 2 years taken t o 
gether and a l i m i t of 100 to 150 days i n the second 
year depending on the number of benefit days i n 
the first year. I t is somewhat similar to the B r i t 
ish provision of addit ional days beyond the 26 
weeks' normal durat ion , and to the addit ional 
benefits incorporated i n some of the early State 
statutes i n this country b u t repealed as u n w o r k 
able before benefit payments began. Unlike 
these State provisions, however, which required 
wage and benefit records over a period of 5 years, 
the carry-over proposal could be readily adminis 
tered because i t requires no th ing more than a de

terminat ion of e l ig ib i l i ty for 2 years and a record 
of the number of da i ly benefits d r a w n i n the pre 
ceding year. 

Th i s proposal, i t was felt , wou ld prove o f def i 
n i te assistance not on ly i n periods o f severe cyc l i 
cal decline. I t wou ld be equally helpful i n i n d i 
v i d u a l cases i n which the pa t te rn of unemploy
ment is affected b y special conditions, and also for 
groups of workers who m a y be displaced because 
of technological innovations, consolidation or co
ord inat ion of facilities, and abandonment of opera
tions. Moreover, i t would tend to mi t igate the 
r i g i d i t y of a un i f o rm benefit year, the adoption o f 
which was recommended on other grounds, and 
to offset i n p a r t the restr ict ion of benefit r ights 
entailed for some employees i n the subst i tut ion o f 
a un i f o rm for an i n d i v i d u a l benefit year. 

Change in the waiting period.—As stated above, 
the wait ing-period requirement i n actual operation 

Table 4 .—Rat io of benefit to wage and amount of required employment in base year for employees classified by 
amount of full-time weekly wage and amount of base-year compensation, under the Railroad Unemployment 
Insurance Act as amended in 1940 1 

Fulltime weekly 
wage 

Base-year compensation and weekly benefit classes 

Fulltime weekly 
wage 

$150-199 
($8.75) 

$200-474 
($10.00) 

$475-749 
($11.25) 

$750-999 
($12.50) 

$1,000-1,299 
($15.00) 

$1,300-1.599 
($17.50) 

$1,600 and over 
($20.00) 

Fulltime weekly 
wage 

Percent 
of full-
time 
wage 

Weeks of 
base-
year 

employ
ment re
quired 

Percent 
of full-

time 
wage 

Weeks of 
base-
year 
employ
ment re
quired 

Percent 
of full-

time 
wage 

Weeks of 
base-
year 
employ
ment re
quired 

Percent 
of full-

time 
wage 

Weeks of 
base-
year 
employ
ment re
quired 

Percent 
of full-

time 
wage 

Weeks of 
base-
year 
employ
ment re
quired 

Percent 
of full-

time 
wage 

Weeks of 
base-
year 
employ
ment re
quired 

Percent 
of full-

time 
wage 

Weeks of 
base-
year 
employ
ment re
quired 

$18 49 8 56 11 63 26 69 42 
19 46 8 53 11 59 25 66 39 
20 44 8 50 10 56 24 63 38 75 50 
21 42 7 48 10 54 23 60 36 71 48 
22 40 7 46 9 51 22 57 34 68 45 
23 44 9 49 21 54 33 65 43 
24 42 8 47 20 52 31 63 42 
25 40 8 45 19 50 30 60 40 70 52 
26 43 18 48 29 58 38 67 50 
27 42 18 46 28 56 37 65 48 
28 40 17 45 27 54 36 63 46 
29 43 26 52 34 60 45 
30 42 25 50 33 58 43 
31 40 24 48 32 57 42 65 52 
32 47 31 55 41 63 50 
33 46 30 53 39 61 48 
34 44 29 52 38 59 47 
35 43 29 50 37 57 46 
36 42 28 49 36 56 44 
37 41 27 47 35 54 43 
38 40 26 46 34 53 42 
39 45 33 51 41 
40 44 33 50 40 
41 43 32 49 39 
42 42 31 48 38 
43 41 30 47 37 
44 40 30 45 36 

45 44 36 
46 44 35 

47 43 34 
48 42 33 
49 41 33 

50 40 32 

1 Table l i m i t e d to base-year employment required to qual i fy for benefit 
equal to at least 40 percent of weekly wage. Obviously , at each wage l isted, 

employees may qual i fy for lower benefits w i t h shorter periods of employment 
in the base year. 



was equivalent to 3 weeks, wh i ch was longer 
t h a n t h a t provided i n most State laws. I n add i 
t i o n the w a i t i n g period was discr iminatory , since 
some employees were no t compensated for 15 
days of unemployment while others, whose unem
ployment was i n t e r m i t t e n t , could have as few as 
8 days which were noncompensable. The w a i t i n g 
period was part i cu lar ly hard on employees w i t h 
2 or more half months of continuous unemploy
m e n t ; these had to w a i t as long as 37 or 38 days 
for their f irst benefit check, the last week of the 
period being required for adjudicat ion and trans
mission of documents i n the m a i l . The s i tuat ion 
of these employees would be improved b y m a k i n g 
some benefits payable for even the first period of 
unemployment. This result could have been 
accomplished b y apply ing to the proposed benefit 
formula the principle under ly ing the or ig inal re 
quirement. The result ing waiting-period p r o v i 
sion would amount to grant ing benefits for the 
first registration period for every day of unem
ployment i n excess of 11, or a m a x i m u m of 3 
dai ly benefits. N o independent l iberal ization of 
the w a i t i n g period would have been involved i n 
such a provision, because the number of n o n 
compensable days is merely the sum of half the 
m a x i m u m number of days of unemployment i n 
the per iod—the or iginal m i n i m u m requirement— 
and of the regular number of noncompensable 
days i n any registrat ion period. The experience 
of the first year, however, was such as to suggest 
t h a t l iberal izat ion was bo th desirable and p r a c t i 
cable. For this reason the change i n the w a i t i n g -
period requirement finally recommended was t h a t 
i n the first registration period benefits should be 
payable for each day of unemployment in excess 
of 7, and t h a t a first registration period w i t h only 
7 days of unemployment should be accepted for 
wait ing-period credit . 

T h i s requirement wou ld p e r m i t the payment of 
benefits for even the first registration period to 
claimants who were unemployed for more than 
hal f the number of days. For such claimants the 
noncompensable w a i t i n g t ime would be l i m i t e d 
to 3 days. However, for other claimants the 
requirement would i n fact be more str ingent , 
because no benefits would be payable for any 
registration periods w i t h less t h a n 8 days of u n 
employment which precede the first registration 
period w i t h at least 7 days of unemployment . 

Estimate of cost.—The changes i n the benefit 
formula recommended by the Board were esti
mated to entai l an addit ion of no more than 115 
percent to the benefit cost of the formula in 
the original act. This figure applies to a period 
covering an entire business cycle. I n good years 
the addit ion to the cost would probably be con
siderably smaller and i n bad years considerably 
greater. Since the employment outlook for the 
next 2 or 3 years is definitely favorable, there 
was no hesitation i n recommending these changes 
even though the tentat ive calculation outlined 
above indicated a l i m i t of approximately 100 per
cent for the increase in benefits. This estimate 
of the rat io of benefits to contr ibutions was on 
the face of i t conservative. Moreover, a reliable 
measure of this type can be obtained only from 
actual experience. I t was felt t h a t i n the next 
few years such experience can be gained under 
conditions in no way endangering the solvency of 
the system. This was true not only because of 
the favorable employment outlook b u t also because of the large reserve already available, which 
was more than $130 mi l l i on at the end of June 
1940. This reserve consisted of more than $100 
mi l l i on transferred or due from the State unem
ployment funds, and approximately $30 mil l ion 
representing the excess of collections over benefit 
payments in the first year of operation. 

The estimated addi t ion to benefit cost was 
composed of several items. The subst i tut ion of 
a registration period of 14 days w i t h a max imum 
of 10 benefit days for a half m o n t h of 15 days 
w i t h a m a x i m u m of 8 benefit days, w i t h the neces
sary increase in the m a x i m u m number of benefit 
days i n the year f rom 80 to 100, was estimated 
to add about 42.8 percent. The changes in daily 
benefit amounts, affecting as they do only em
ployees w i t h base-year compensation of $1,000 
or more, were estimated to add only about 5.6 
percent. B o t h of these figures were calculated 
f rom a sample of records representing the first 
4 months of c laim and benefit experience. D u r i n g 
this period beneficiaries in groups w i t h higher 
base-year compensation and w i t h i n t e r m i t t e n t 
unemployment had a greater weight than in the 
remaining months of the year. Since the increase 
i n the benefit r ights for these groups was greater 
than for beneficiaries w i t h lower base-year com
pensation and w i t h t o t a l unemployment , i t was 



apparent, even a t the t ime the calculations were 
first completed, t h a t the result ing figures over
state the most probable addi t ion to cost. 4 

Similarly , for a year of severe unemployment 
those figures would overestimate the addi t ion to 
the cost, because of increases i n the number of 
benefit days i n the period and i n the dai ly benefit 
amounts. I n such a year the proport ion of regis
trat ion periods w i t h t o ta l unemployment would 
be much greater than i t was i n 1939-40; hence the 
estimate of nearly 43 percent for the increase i n 
the number of benefit days would be too h igh . 
A t the same t ime the proport ion of beneficiaries 
in the base-year compensation groups of $1,000 
or over would probably be much larger; hence 
the estimate of less than 6 percent for the increase 
in the dai ly benefit amounts would be too low. 
However, since the first of these figures is more 
than 7 t imes larger than the second, the net effect 
would apparently be an overstatement of the addi 
tion to cost. 

No current data were available for a cost estimate for the other proposed changes. The add i 
tional cost of the reduction in the w a i t i n g period 
was estimated on the basis of the d i s t r ibut ion of 
unemployed workers by durat ion of unemploy
ment used i n the actuarial calculations under
ly ing the original act. Af ter the durat ion table 
was adjusted to agree w i t h the expected exhaus
tion rate for the first year of operation, i t appeared 
that the addit ional cost entailed by the shorter 
wait ing period would be about 14 percent. Th i s 
estimate was applicable to conditions when u n 
employment was l ow; in years of severe unem
ployment the addit ional cost of a shorter w a i t i n g 
period would be lower. 

For an estimate of the cost of the carry-over pro 
vision—the addi t ion of a m a x i m u m of 50 benefit 
days in one benefit year for unused rights in the 
benefit year immediately preceding—reliance had 
to be placed main ly on a small sample. For these 
cases the record of earnings m o n t h - b y - m o n t h 
over the period 1937-39 was processed i n such a 
manner as to y ie ld a measure of the unemploy
ment experienced and a description of i ts t ime 
pattern. The estimate thus obtained is an add i 
tion of 25 percent to cost for the average year ; i n 
good years the addi t ion would probably be i n 

significant, whereas i n bad years i t m i g h t be more 
t h a n double the average. A l t h o u g h the factual 
foundation for this estimate was slender, i t is 
probable t h a t i t too does not understate cost. 
The durat ion table previously referred to shows 
t h a t the addit ional cost of extending f r o m 100 to 
150 days i n the year the potent ia l dura t i on of 
benefits for a l l eligible employees would be about 
31 percent. The cost of the carry-over provisions 
should certainly be lower t h a n t h a t of an o u t r i g h t 
increase i n potent ia l durat ion b y 50 percent. 

4 Estimates based on analysis of the first f u l l year of operation clearly show 
the overstatement in the original calculation. I n 1939-40 the change in the 
number of benefit days wou ld have added 39.6 percent to the cost, and the 
change in daily benefit amounts 3.9 percent. 

Changes in the Benefit Formula Enacted into 
Law 

The changes discussed above were supported b y 
representatives of organized labor b u t were n o t 
f u l l y accepted b y the representatives of manage
ment . The la t ter were prepared to support the 
subst i tut ion of a registration period w i t h 10 benefit 
days and the increase i n the dai ly benefit amount 
for employees w i t h base-year compensation of 
$1,000 or more. Opposit ion was voiced, however, 
to the reduction i n the w a i t i n g period, to the ap
parent extension of potent ia l durat ion , and most 
of a l l to the carry-over provision. The objection 
to the increase i n potent ia l durat i on to 100 days 
and to the wait ing-period change was grounded 
largely i n the belief t h a t such a change would set 
standards higher than those accepted i n the 
m a j o r i t y of the State systems. The carry-over 
provision was attacked as a radical departure 
f rom principles of unemployment insurance estab
lished i n this country and as an add i t i on to benefit 
r ights the f u l l cost of which cannot be accurately 
estimated. I t was also argued t h a t this provis ion, 
designed to help the groups t h a t do no t as a rule 
experience any significant amount of unemploy
ment , perverts the purposes of unemployment 
insurance 

A t first the representatives of management pro 
posed also a sl ight reduction i n the dai ly benefit 
amounts for employees w i t h base-year compen
sation of less than $700. The dai ly rate proposed 
was $1.50 for employees w i t h compensation of 
$150-399 (instead of $1.75 and $2.00 under 
or ig inal a c t ) ; $2.00 for employees w i t h compensa
t i o n of $400-699 (instead of $2.25 for most of 
this group under or ig inal a c t ) ; and $2.50 for employees w i t h compensation of $700-999. However, since the differences were small and since i t 
was obviously desirable to avoid numerous 



changes i n the external characteristics of the 
benefit f o rmula , this proposal was w i t h d r a w n at 
the conclusion of the Senate Committee hearings 
on the amendatory bi l ls . 

T h e general tenor of the arguments advanced 
b y management was t h a t an addi t ion to cost of 115 
percent is altogether too drastic to be made after 
on ly a year of operation under the law. T h e 
changes supported by management entailed an 
addit ional cost of about 35 percent, which was 
held to be about as large an increase as is safe to 
grant u n t i l fur ther experience could be accumu
lated. There was, furthermore, strong objection 
to the sett ing up of standards higher than those 
accepted i n the more progressive and liberal State 
systems. Such a procedure would presumably p u t 
the rai lroad employees i n a privileged class and at 
the same t ime unduly burden the industry , because 
the benefits are financed exclusively through 
employer contr ibutions. W i t h one-third of the 
rai lroad mileage i n receivership and not operating 
income considerably below the level of the 20's, i t 
was argued, the industry should not be required to 
support a system prov id ing larger and longer 
benefits than those adopted for the rest of the 
insurance coverage. I f the usual type of benefit 
can be financed w i t h a cont r ibut i on lower than 3 
percent, then the rate of c ontr ibut i on should be 
reduced. Such a reduction would have been 
granted i n any event i n most State laws w i t h 
i n d i v i d u a l employer-reserve or experience-rating 
features i f a separate Federal system had not been 
created for the railroads. 

Consistent w i t h this line of thought , the repre
sentatives of management proposed an amendment 
which would relate the rate of contr ibut ion to the 
reserve i n the rai lroad unemployment insurance 
account. The contr ibut ion rate would remain at 
3 percent as long as the reserve, inc luding amounts 
due though not actual ly transferred to the account, 
was less than $100 m i l l i o n . The rate would be 
reduced to 2 percent when the reserve was between 
$100 and $125 mi l l i on and to 1 percent when the 
reserve was $125 m i l l i o n or greater. The change i n 
the rate would be made as of the beginning of each 
fiscal year on the basis of the size of the reserve as 
of t h a t date. I n its original formulat ion the pro 
posal would have resulted i n an immediate reduc
t i on of the contr ibut ion rate to 1 percent. As a 
result of the hearings before the Senate Committee 
the phrasing was modified to assure a contr ibut ion 

of not less than 2 percent for the fiscal year 1940-41. 
A l though the proposal was characterized and 

defended as industr ia l mer i t ra t ing , i t differs from 
the type of experience r a t i n g incorporated in the 
laws of a number of States. The major differ
ence is t h a t i n the State systems the benefit 
experience of the employees of each individual 
employer governs the var iat ion in the employer's 
contr ibut ion rate. I n the State laws the measures 
adopted by the employer to reduce fluctuations 
i n employment and to minimize labor turn-over 
may be reflected in a reduction of the number of 
employees becoming entit led to benefits and in a 
decrease of the amount of benefits per claimant. 
W i t h industr ia l mer i t ra t ing , no such incentive 
is offered to stabil ization of employment by ind i 
v idual employers, for the efforts of one employer 
may be completely null i f ied by the policies of 
another. Because the experience of indiv idual 
employers is not control l ing there is no need to 
mainta in a record of such experience; this factor 
eliminates the objection usually advanced against 
mer i t r a t i n g from the standpoint of complexity 
and costliness of the administrat ive process. 
So-called industr ia l mer i t r a t i n g can therefore be 
neither justif ied nor condemned on the same 
grounds as experience r a t i n g in the State systems. 

I n the amendatory act adopted by Congress the 
proposals for a s l iding scale of contributions and 
for a carry-over of unused benefit r ights from one 
benefit year to another were e l iminated. A l l the 
other changes in the benefit formula recommended 
by the Board were enacted into law, inc luding the 
two features on which there was no agreement 
between management and labor—the reduction in 
the w a i t i n g period and the increase in potential 
durat ion to 100 benefit days in the year. 

Other Amendments to the Act 

I n addit ion to modifications in the benefit 
formula the amendatory act contains other changes 
which affect the benefit rights of covered em
ployees. These changes are noncontroversial in 
character and were recommended by the Board 
p r i m a r i l y w i t h a view to s impl i fy ing and reducing 
the cost of adminis trat ion . The more i m p o r t a n t 
are discussed below. 

Changes in the benefit year and base year .—The 
original act provided for an ind iv idua l benefit 
year, beginning w i t h the first day of the first half 
m o n t h for which benefits are payable to an em



ployee. The base year, however, was u n i f o r m for 
all employees whose benefit year began between 
July 1 and the fo l lowing June 30; this was the 
calendar year preceding J u l y 1. The inconsist
ency between an i n d i v i d u a l benefit year and a 
uniform base year was bound to lead to unneces
sary complexities and misunderstanding. One of 
them was t h a t , for an employee beginning a bene
fit year i n A p r i l , M a y , or June, benefit r ights were 
governed by earnings i n a base period removed 
by at least 1¼ years f rom the period of unemploy
ment; moreover, such determinat ion would be 
controll ing for the entire period of the fo l lowing 
12 months, even though a complete record of 
earnings for the calendar year fo l lowing the base 
year had become available in the m e a n t i m e 

Another complication was involved i n the fact 
that the r i g h t to benefits for any half m o n t h of 
unemployment could be based on earnings i n 2 
different calendar years, depending on the date 
when the employee's current benefit year began. 
Since the date of occurrence of the i n i t i a l spell of 
unemployment had no necessary re lat ion to the 
current spell of unemployment , i t was di f f icult to 
just i fy the apparently a r b i t r a r y selection of base 
years. This di f f iculty was magnified by the pro 
cedure, essential for other purposes, of d i s t r ibut ing 
to employees i n M a y and June official statements 
of compensation and service credited to them for 
the preceding calendar year. Equipped w i t h 
such a statement, a worker unemployed i n J u l y 
1940 could c laim w i t h some show of reason t h a t 
he was ent i t led to benefits on the basis of wages 
earned i n 1939, even though his benefit year i n 
which the r ights were based on 1938 wages had 
not yet expired; the readiness to press such a 
contention would of course be greatest i n those 
cases i n which the benefits based on 1939 wages 
were larger or i n which the r i g h t to benefits based 
on 1938 wages had been exhausted although the 
benefit year was s t i l l current . The recommenda
tion was therefore made and adopted by Congress 
that the benefit year be defined u n i f o r m l y for all 
employees as beginning on J u l y 1 and ending on 
the fo l lowing June 30. The def init ion of the base 
year was not changed i n principle , since i t was 
uniform i n the or iginal act. 

The effect of the new benefit-year provision upon 
the r ights of employees varies w i t h the ind iv idual ' s 
pattern of unemployment and of previous employ
ment. Employees who exhaust their r ights for the 

year some t ime pr ior to J u l y 1 and who under the 
o ld definit ion of benefit year could no t have be
gun a new benefit year for a number of months 
after J u l y 1, w i l l obviously be better off. Other 
claimants who draw only a fract ion of the m a x i 
m u m benefits before J u l y 1 and whose benefit year 
under the old law would extend for some months 
beyond J u l y 1, may be adversely affected i f they 
happen to suffer prolonged unemployment after 
J u l y 1. I t is probable t h a t under normal condi
tions the net effect of the change is advantageous 
to the covered employees; i n periods of rap id rise 
i n unemployment, on the other hand, the number 
adversely affected may be large. The carry-over 
provision discussed above would , i f enacted, have 
neutralized a major share of this un i form lapsing 
of r ights on J u l y 1. 

I n connection w i t h the new def init ion of the 
benefit year, a change i n the t ime at which the 
w a i t i n g period is served was also recommended 
and adopted. Or ig inal ly the w a i t i n g period could 
be served at any t ime w i t h i n 6 months of the 
beginning of the benefit year. Under the amended 
act the w a i t i n g period for a benefit year w i l l be 
served i n the benefit year i n the first registrat ion 
period which includes 7 or more days of unem
ployment . This change w i l l result i n considerable 
s impli f icat ion, because i t eliminates a l l registra
tions of workers who are no t current ly ent i t led to 
benefits. B y the end of June 1940 nearly 12,000 
claims had been received f r om workers who were 
no t current ly ent i t led to benefits b u t who m i g h t 
be able to begin i n J u l y or subsequent months a 
benefit year based on 1939 wages. I n the period 
July-September nearly 12,000 addit ional claims 
of this type were received f r om workers who s t i l l 
had a benefit year current a l though their r ights to 
benefits i n such year were exhausted. I n m a n y 
cases two or more such claims were filed b y the 
same i n d i v i d u a l . This huge mass of unnecessary 
paper work w i l l be dispensed w i t h because, under 
the act as amended, a c la imant cannot serve before 
J u l y 1 the w a i t i n g period for a benefit year begin
n ing on t h a t date; hav ing served such a w a i t i n g 
period, he does no t need to serve any addi t ional 
w a i t i n g t ime u n t i l the fo l lowing J u l y . 

When the amendatory b i l l was or ig inal ly i n t r o 
duced i n M a y i t was thought t h a t the legislation 
would be passed i n t ime for the changes to go i n t o 
effect on J u l y 1. Because of the delay, the effec
t ive date of most of the changes was shifted to 



November 1, thereby creating a special problem 
i n regard t o the benefit year ending on June 30, 
1941. Th i s problem has been met b y a series of 
provisions based on the principle t h a t a l l unem
ployment wh i ch occurred subsequent to June 30, 
1940, is to be regarded as though i t fell w i t h i n the 
benefit year ending June 30, 1941. Employees 
who have completed a wa i t ing period i n hal f 
months ended after June 30, 1940, w i l l no t need 
to serve another w a i t i n g period before J u l y 1941. 
Employees who had compensable days of unem
ployment i n hal f months begun after June 30 and 
before November 1, 1940, w i l l have those days 
charged against their r ights i n the benefit year 
ending June 30, 1941, whether such benefits were 
paid on the basis of wages for 1938 or on the basis 
of wages for 1939. 

Changes in definition of unemployment.—A 
number of changes were made i n the def init ion 
of various terms which modi fy the concept of a 
day of unemployment w i t h respect to which an 
employee may register and c la im wait ing-period 
credit or benefits. The original act specified 
t h a t an employee m a y register as unemployed 
w i t h respect to any day i n the week, inc luding 
Sundays and holidays. W h e n only days of 
unemployment i n excess of 7 i n a hal f m o n t h were 
compensable, there was no temptat i on to register 
w i t h respect to Sundays and holidays unless the 
employee had a t least 4 addit ional days of unem
ployment . W i t h benefits payable for each day 
i n excess of 4 i n a 14-day period, i t appears more 
i m p o r t a n t to prevent a large volume of Sunday 
and holiday registrations b y persons who m a y 
wish to protect themselves i n case 1 or more days 
of actual unemployment are added i n the course 
of the same registration period. For this reason 
a provision was inserted to disqualify Sundays 
or holidays as days of unemployment unless the 
c la imant also registered as unemployed on the 
day preceding and, except at the end of a regis
t r a t i o n period, also on the day fo l lowing the 
Sunday or hol iday. 

Another change regulates the effect of income 
f rom employment or self -employment upon the 
v a l i d i t y of registration as unemployed. Or ig inal ly 
the act provided t h a t no day could be regarded 
as a day of unemployment i f remunerat ion was 
payable w i t h respect to such day. Remunerat ion 
was defined restr ict ive ly as pay for services for 
hire only (although i t specifically included t ips ) . 

Thus a c la imant who dur ing the lay-off period 
derived income f rom some w o r k could be barred 
f r o m benefits only i f he performed the w o r k i n the 
capacity of an employee or on grounds of unavai l 
a b i l i t y for suitable employment. 

The first year's experience revealed at least two 
difficulties i n connection w i t h this provision. 
F i r s t , i t was apparent t h a t i n some cases its l iteral 
enforcement resulted i n discr iminat ion t h a t could 
no t be just i f ied on any objective consideration of 
the facts. I f an electrician, for example, worked 
for an electrical contractor, his wage would defi
n i t e l y bar h i m from benefits; b u t i f he performed 
the same work d irect ly for the customer or cus
tomers of the electrical contractor, the pay re
ceived would not be for services for hire and would 
no t make h i m ineligible for benefits. Second, i t 
was obvious t h a t to disquali fy any day on which 
the man may have earned a few cents as an em
ployee is unduly harsh. Th i s di f f iculty assumed 
grotesque proportions in such cases as those of em
ployees who were also officers of local lodges of 
labor organizations, fraternal organizations, or 
bui ld ing and loan associations. The duties at 
tached to these offices required perhaps one eve
n ing every week or every other week, b u t the pay 
for the services was formal ly calculated a t a small 
amount per m o n t h . A l i tera l interpretat ion of 
the law would have disqualified such employees 
f rom benefits for the entire m o n t h even though 
they were i n fact unemployed in their regular f u l l -
t ime positions. 

These difficulties are resolved by the fol lowing 
changes i n the law. Remuneration is redefined 
to include income f rom self-employment. H o w 
ever, subsidiary remuneration does not disqualify 
a day as a day of unemployment . Subsidiary re
munerat ion is defined as pay no t i n excess of an 
average of $1 a day for work which can be per
formed b y the employee even whi le he is i n active 
service on fu l l t ime i n his regular occupation. 

Rights of mileage workers.—Under the act as 
amended i n June 1939, any half m o n t h i n which an 
employee earned, under a contract of employment 
prov id ing for compensation on a mileage basis, 8 
times his schedule dai ly rate of pay could no t be 
claimed as a hal f m o n t h of unemployment. This 
provision, which applied main ly to employees in 
the train-and-engine service, was justi f ied on the 
ground t h a t labor agreements supported b y long 
established practice imposed m a x i m u m l imitat ions 



on the amount of work t h a t any one employee was 
allowed to perform i n the course of a m o n t h . 
Experience i n the administrat ion of the act showed 
that l imitat ions of this type apply also to certain 
employees i n other departments. I t was found 
furthermore t h a t the provision discriminated i n 
favor of workers who performed the m a x i m u m 
amount of work allowed for the m o n t h dur ing the 
first half of the m o n t h and were therefore free to 
register as unemployed i n the second half . D i f 
ficulty was experienced also i n obtaining accurate 
information on the schedule dai ly rate of pay. 
Accordingly the old provision has been reworded 
to apply specifically to employees i n the t r a i n -
and-engine service, yard service, dining-car, parlor-
car and sleeping-car service, and express service 
on trains. For such employees the disqualifica
tion applies to any registration period i n which 
earnings equal at least 20 times the dai ly benefit 
amount and also to any registration period which 
constitutes the second half of a period of 28 days 
in which earnings equal at least 40 times the dai ly 
benefit amount . I t is estimated t h a t for this 
group of employees 20 times the dai ly benefit is 
roughly equivalent to 8 times the schedule dai ly 
rate of pay. 

Registration period for transfers.—The def init ion 
of the registration period i n the amendatory act 

is such t h a t an employee transferring f r o m one 
claims agent to another must begin a new regis
t r a t i o n period w i t h the second claims agent even 
i f the registration period w i t h the original agent 
contains less than 14 days. This change f r om the 
original provision, under which the hal f m o n t h 
was a period of 15 days regardless of the number 
of claims takers involved , is designed to meet 
certain administrat ive difficulties. Under the reg
ulations i n the first year a transferring c la imant 
would obtain f rom the original claims agent the 
duplicate of a transfer f o rm to be turned over to 
the second claims agent. The purpose of the 
transfer f orm was to faci l i tate the correct prepa
ra t i on of claims and the matching of the two or 
more claim forms re lat ing to the same half m o n t h . 
This procedure d id not work wel l . T h e matching 
c laim f o r m f rom the second claims agent often 
contained registrations for an entire new half 
m o n t h , leaving the original c laim unmatched. I n 
some cases a large number of c laim forms had to 
be combined i n order to account for one hal f 
m o n t h , and i n other cases no matching c laim forms 
were received. The result ing confusion and delay 
worked to the disadvantage of the c la imant and 
entailed an unjustif iable administrat ive cost. T h e 
obvious way out was to begin a new period w i t h 
each transfer, a provision now made i n the law. 


