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REPORT TO THE PRESIDENT BY THE EMERGENCY BOARD 

Appointed by Executive Order 11015 dated April 9.3, 1962, pursuant 
to section 10 of the Railway Labor Act, as amended. 

This is an Emergency Board report and recommendations in a dis- 
pute between the Chicago and North Western Railway Co., a carrier, 
and the Order of Railroad Telegraphers, a labor organization, which 
has been found to threaten substantially to interrupt interstate com- 
merce to a degree such as to deprive a section of the country of essential 
transportation service. 

I. BACKGROUND OF THE DISPUTE 

On April 23, 1962, the President of the United States by Executive 
Order 11015 and pursuant to section 10 of the Railway Labor Act, as 
amended, created Emergency Board No. 147. The President ap- 
pointed as Chairman, Arthur M. Ross of Berkeley, Calif., and as 
members, Charles C. Killingsworth of East Lansing, Mich., and Paul 
D. Hanlon of Portland, Oreg., to investigate this dispute and report 
to him concerning it. The Board convened in Chicago, Ill., and held 
hearings from April  30 to May 2 and from May 9 to May 17, 1962. 
Final arguments were made at San Francisco, Calif., on May 26, 1962. 
The record of this case consists of 1,879 pages of transcript and 30 
exhibits. 

In  view of the importance of the issue and the size of the record, 
the Board requested, and the parties agreed to, a 30-day extension 
of time for submitting this report. The request was granted by the 
President, the time for presenting the report being thus extended to 
~lune 23, 1962. 

The Carrier is a class I line-haul railroad operating as a common 
carrier in nine States: Illinois, Wisconsin, Iowa, Minnesota, South 
Dakota, Nebraska, Wyoming, Michigan, and North Dakota. I ts  
system consists of approximately 10,000 miles of railroad. The Or- 
ganization is one of the national organizations representing non- 
operating railroad employees for collective bargaining purposes 
and has been certified by the National Mediation Board as a repro- 
sentative on this Carrier of station agents, telegraphers, tower men, 
and certain other employees engaged in communication duties. 
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In  December 1961 the number of telegraphers represented by the 
Organization in the employ of the Carrier was 1,139, constituting 
approximately 10.3 percent of the l'ailway's nonoperating employees 
and approximately 7.3 percent of the railway's total employees. 

On December 23, 1957, the Organization served notice on theCarrier 
under the provisions of section 6 of the Railway Labor Act 1 re-' 
questing that the current bargaining agreement be amended by adding 
the following .rule: 
. :  N o  p o s i t i o n  i n  e x i s t e n c e  o n  D e c e m b e r  3, 1 9 5 7 ,  w i l l  b e  a b o l i s h e d  o r  d i s c o n t i n u e d  
e x c e p t  b y  a g r e e m e n t  b e t w e e n  t h e  C a r r i e r  a n d  t h e  O r g a n i z a t i o n 2  . . . .  

On December 24, 1957, the Carrier responded by'letter to the Organ- 
ization stating that it did not consider the requested rule a proper 
subject for a section 6 notice ,~d generally takh~g the position that 
such a request was not a proper subject of bargaining under the Rail: 
way Labor A c t :  A single conference on':Jalfuary 17, 1958, failed to 
achieve agreement. On February 5, 1958, the Organization filed an 
application invoking the services of the National Mediatiori Board. 
Mediation efforts between February and May of 1958 were un0.vafl- 
ing. On May 27, 1958, the National Mediation Board pr0pbsed tha~ 
tile parties submit the controversy to arbitration as provided in section. 
8 of the Railway Labor Act, Both pai~ies declined. On June16,  
1958, the Mediation Board notified the pai~iesthat it was terminating 
its services. 

On August 18, 1958, the Organization authorized a strike effe'c~ive 
August 21. Further mediation efforts Were made by the Mediation 
Board on August 19, again without success, and on August 20 the 
Board once more terminated its services. 

On August 20, 1958, the Carrier fileda c0mpiaint against the 0rgfin- 
izati0n and  certain of its officers in the U.S. District Court for  the 
Northern District of Illinois, seeking an injunction against the impend- 
ing strike on the ground that the rule demanded by the Organization 
was not a bargainable issue under the RailwaY Labor Act. A tem- 
porary restraining order was entered on that date; but after full hear- 
ing, on September 8, 1958, the District Corn% he!d that the Organiza- 
tion's demand was a bargainable issue under the act. The court ac- 
cordingly entered a decree restraining the strike only until midnight 
September 19, 1958, and de.nying.:~u~her injunctive relief, T h e  
~Carrier appealed and the U.S. Court of Appeals for the Seventh Cir- 
cuit reversed the District Court, holding' that the contract demand 

z 48  S ta r .  1197,  45 U.S.C., sec t ion  i56."  .. ' . . . .  "- ~ . : 
SOn December  19, 1957, a n  identical  but separate  notice had been served upon t he  

Chicago, St. P a u l ,  Minneapolis  and Omaha Rai lway Co., now a subsidiary of the Chicago 
a n d  North Western R a i l w a y  Co. T h i s  r e p o r t  and its  recommendations a r e  equa l ly  
applicable to the Carrier and said subsidiary. 



was not a bargainable issue and remanding t~ the District Court 
with instructions that a permanent injunction be entered as requested 
in Carrier's complaint. Pursuant to a petition by the Organizations 
the Supreme Court granted certiorari. On April 18~ 1960~ the Su- 
preme Court reversed the Circuit Court of Appeals and held that the 
Union's request was a bargainable issue; that the case was therefore one 
"involving or growing out of a labor dispute"; and that the injunc- 
tion as ordered by the Court of Appeals was forbidden by the Norris- 
LaGuardia Act. Carrier's petition for a rehearing was subsequently 
denied. 

The legal question being at last authoritatively answered~ in July 
of 1960 conferences were resumed at the request of the Organization. 
Several conferences were held between August 1960 and December 
1961. No agreement could be re~ched~ and on April 18~ 1962~ the 
Organization advised the National Mediation Board that a strike 
was once again authorized, this time for April P-~, 1962. The Na- 
tional Mediation Board certified to the President that an emergency 
existed, On April  23~ 1962~ the President issued Executive Order 
11015 creating this Emergency Board. 

I t  should be noted that the proposed rule is a major objective of 
the Organization among the Nation's principal railroads. The 
Organization has served notice on 33 carriers~ accotmting for 60.9 
percent of the Nation's railroad employment~ requesting adoption of 
the rule by collective bargaining. An amplified version of the rule 
has been requested of seven additional carriers. 

Furthermore~ other nonoperating railway labor organizations am 
seeking similar position stabilization agreements with the North 
Western. On February 1~ 1960~ 14 such organizations filed a section 
6 notice with the Carrier reading as follows: 
All posi t ions  wi th in  the  scope of the  ru les  and  work ing  condit ions a g r e e me n t  he- 
tween the  Car r ie r  and  the  S ignatory  Organiza t ion  which were  in ex is tence  on 
May  9, 1959, an d  which  have  been abol ished or have  become va c a n t  or  the incum- 
ben t s  of which have  been fur loughed,  shall  immedia te ly  be res tored  and  sha l l  be 
filled in accordance  wi th  the  applicable ru les  of sa id  agreement .  T h e r e a f t e r  no 
posi t ion wi th in  the  scope of sa id  ag reemen t  sha l l  be abolished, or  al lowed to 
r e m a i n  vacant ,  or  the  i ncumben t  thereof  be fu r loughed  except  a f t e r  conference 
and  ag reement  between the represen ta t ive  of the  Car r ie r  and  the  Genera l  
C h a i r m a n  of the S igna to ry  Organizat ion.  

The 14 organizations have conducted a strike vote on this demand. 

644"153---62~2 





II. PRINCIPAL CONTENTIONS OF THE PARTIES 

As we have stated, the Organization demands a rule reading as 
follows: 

No posi t ion in exis tence  on December  3, 1957, will be abol ished or d i scont inued  
except  by ag reem en t  between the  Car r ie r  and  the  Organizat ion.  

In  our 12 days of hearings, both parties made detailed presentations 
of data and argument which have been most helpful to the Board in 
formulating recommendations. I t  would not be feasible to recapitulate 
in their entirety all of the factual presentations and arguments of the 
Carrier and the Organization. Instead, we will summarize briefly at 
this point the principal contentions of each party. 

A. Contentions of  the Organization 

The Organization holds that the need for tile rule grows out of two 
principal developments on this Carrier since the advent of ~ new 
management in 1956. The first is an excessive elimination of jobs in 
the telegrapher classes. The second is the absence of any collective 
bargaining, either as the need for particular job eliminations, or as to 
terms and conditions applicable to affected employees. 

The Org,~nization estimates that between 1955 and 1969, approxi- 
mately 40 percent of telegrapher positions ill the North Western were 
abolished. Telegrapher jobs on other railroads have declined during 
the same period, the organization concedes; but it points out fllat on 
the majority of other roads the decline has been between 15 and 25 per- 
cent. On the basis of this and similar comparisons, the Organization 
concludes that the rate of telegrapher job elimination on this Carrier 
has been highly excessive since 1955. 
• T h e  ORT argues that the industry's average rate of job abolition in 
a particular craft  or class such as telegraphers represents a kind of 
collective judgment concerning the proper rate of change. No in- 
dividual railroad should expect to exceed that average rate, the Organ- 
ization says, unless it can show that its basic circumstances (such as the 
types of service rendered, terri tory traversed, etc.) have substantially 
altered. The Organization holds that such is not the case with the 
North Western. Therefore, it argues, there is a need for regulating the 
rate of job aboligion in the telegrapher classes on this railroad. The 
ORT states that  it does not oppose, and has never opposed, techno- 
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logical change and other methods of improving efficiency. But it 
argues that an excessive rate of change can produce excessive unem- 
ployment as well as excessive hardship and insecurity for those who 
remahl in the employ of the carrier. The prevention of such excess 
through regulating the rate of job abolition is essential fo r job security, 
the Organization contends, not only for present employees of the rail- 
road but for their future replacements, to whom the Organization also 
owes an obligation. 

When the demand for the proposed rule was first served on the 
North Western, the ORT points ou.t, the railroad took the position 
that the demand was improper under the Railway Labor Act a~rd re: 
fused to bargain concerning its adoption. That remained the formal 
position of the Carrier until after the U.S. Supreme Court decisi6n 
holding that the Carrier was obligated to bargain concerning the re- 
quested rule. During that period, the Organization concedes, Carrier 
representatives offered on several occasions to discuss the general 
problem of employee displacement and possible measures to alleviate 
this problem. As the Organization views these approaches, however, 
some were couched in terms that seemed to constitute a demand for 
the surrender of the Organization's position; and those approaches 
that resulted in substantive discussions came to nothing because the 
Carrier refused even to consider the proposal for control over the rate 
of job abolition. The Organization emphasizes that it was given 
no opportunity to participate in the policy determinations that led to 
extremely high rates of job abolition beginning in 1956, and that  there 
has been no meaningful discussion of protective measures. 

The Organization emphatically denies that its proposed rule con- 
templates a "job freeze" since jobs can be eliminated by agreement be- 
tween the parties. Neither does the rule bar teclmological advances 
or improvements in efficiency through organizational changes, ORT 
states. In  its 76-year history, the Organization declares, it has en- 
conntered many technological changes and has not sought to prevent 
any of them. Nor is the rule a means of perpetuating useless jobs, ac, 
cording to the Organization. Its position is that the Carrier should 
not be the sole judge of the usefulness of a position; the fact that 
management believes that it can dispense with a particular job does 
not prove that the job is useless. The Organization contends that any 
determination concerning the usefulness of a job should be the mutual 
determination of the parties, and that when agreement is reached to 
eliminate a job, the parties should also agree on adequate protective 
measures for the employees affected. 

Thus the purposes of the proposed rule, the Organization states, ar~ 
to ensure the following: (1) reasonable and proper control over job 



elimination, rathei" than excessive and arbitrary elimination under: 
taken unilaterally by the Carrier; (2) an opportunity for the negotia- 
tion of proper rates and working conditions for employees whose 
duties are changed as a result of the elimination of other jobs; and (3) 
an opportunity to negotiate, in advance, proper protective provisions 
for employees displaced by ~ob elimination. 

The Organization believes that its proposed rule would provide the 
basis for a flexible, case-by-case approach to job elimination and the 
problems resulting from it. The Organization says that, if the Board 
believes some specification of detail is desirable, it should consider a 
recommendation that the parties to this dispu.te adopt provisions like 
those incorporated in the recent agreement between the Southern 
Pacific Co. and the Order of Railroad Telegraphers. 

The subject matter of the Southern Pacific agreement is discussed 
below. The Organizatien particularly commends the Southern Pacific 
agreement controls over job abolition. Merely limiting the rate of job 
abolition to the rate of attrition would provide insufficient protection, 
the Organization contends; insecurity of employment can induce an 
abnormally high rate of at tr i t ion~about 9 percent per year since 1956 
on the North Western, as compared with 4 to 5 percent per year for the 
railroad industry. Hence, the future limitation that job abolition in 
any year may ]lot exceed a stated percentage of a base figure is essential, 
says the Organization. 

The Organization challenges the validity and relevancy of the Car- 
rier's plea of financial stringency. The Organization contends that 
many of the Carrier's statistics are misleading, and that any genuine 
financial difficulties are at least partly the result of mistaken and im- 
provident policies pursued by the management since 1956. For ex- 
ample, the Organization argues that the institution of the CentrM 
Agency Plan, under which two or more stations are placed under the 
control of a single agent, has resulted in substantial loss of revenue. 
A good station agent can almost always develop far more business for 
the railroad than the cost of his salary, the Organization says. In 
any event, the Organization concludes, the employees should not be 
expected to subsidize the Carrier's policies through hardship and 
financial loss. 

B. Contentions of  the Carrier 

To the Carrier, the ~undamental issue in this dispute is whether 
progress should be impeded by preserving obsolete jobs or pos.tponing 
their abolition. The Carrier is opposed to any kind of "job freeze," 
including any arrangement which Eves the Organization a veto power 
over the abolition of jobs, or limits the rate of job abolition to the 



rate of employee attrition, or places a percentage limitation on the 
number of jobs that may be eliminated in any year. The Carrier 
emphasizes that from the outset of the dispute it has been quite willing 
to discuss protective measures for employees who suffer hardships as 
a result of job abolition; indeed~ it has tendered written proposals 
on this subject to the Organization. In  the Carrier's vie% however~ 
the only question properly before this Emergency Board is whether 
the parties should adopt the "job freeze" embodied in the Organiza- 
tion's proposed rule. The Carrier believes that if this question were 
eliminated from consideration~ the parties could readily work out 
mutually acceptable protective measures. 

The Carrier explains the substantial decline in the number of 
employees in the telegrapher classes since 1955 in the following way: 
When the new management assumed control of the North Western 
early in 1956~ the railroad was in a perilous financial condition; reve- 
nues had been declining rapidly~ roadbed and rolling stock were in 
particularly bad condition~ and evidences of inefficiency were abun- 
dant. The Company's competitive position was very weak. The 
ratio of wage costs to operating revenue was the worst or second 
worst in the industry. Under these conditions a thoroughgoing econ- 
omy program was essential. The general purpose of the economy 
program, according to the Carrier, was to eliminate all unproductive 
uses of flmds and to concentrate resources into productive chalmels. 
To accomplish tlfis~ the management organization was strengthened; 
al remaining steam engines were scrapped; the need to purchase 
additional diesel engines was eliminated through better utilization 
of existing engines; a modern repair facility was constructed at 
Clinton~ Iowa; many intereity passenger trains were taken out of 
service; a modern commuter service was inaugurated in the Chicago 
area; amalgamations were consummated with the Chicago, Mimm- 
apolis~ St. Paul and Omaha~ and with the Minneapolis and St. Louis. 
Much real estate was sold off to provide additional funds; numerous 
freight rates were reduced; and unnecessary personnel were eliminated 
wherever possible. 

In  analyzing the curtailment of telegraph employment~ the Carrier 
distinguished between agency and nonagency positions. A relatively 
small number of agency positions had been abolished by virtue of line 
abandonments, station consolidation with other railroads~ the closing 
of station agencies~ and the purchase of the MSnneapolis and St. Louis 
railroad. In  those cases where the Interstate Commerce Commission 
had jurisdiction~ protective conditions similar to those embodied in 
the Washington Job Protection Agreement were required. 
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The bulk of the decline in agency positions, however, has been 
occasioned by implementation of the Carrier's Central Agency Pro- 
gram~ under which two or more neighboring stations were "duallzed~ ~'~ 
i.e. handled by a single agent. Up to October 1~ 1961~ 270 agency 
positions had been abolished as a result of installing the Central 
Agency Program in 4 States: 52 positions in South Dakota, 69 in 
Iowa, 101 in Wisconsin, and 58 in Minnesota. The Carrier empha- 
sizes that this program required the approval of the State regulatory 
commissions, and that extensive hearings were held in all the States 
affected. 

The Carrier asserts that the Central Agency Program was adopted 
for a number of reasons. The placement of stations approximately 
8 to 10 miles apart was established in the mid-nineteenth century~ 
on the principle that a farmer should be able to drive a wagonload of 
grain to the railroad station and return home all in 1 day. The 
development of hard-surface roads~ telephones, automobiles and trucks 
made this layout obsolete and wasteful. By the 1950's less-than- 
carload freight had largely been lost to other forms of transportatio n. 
Prepaid carload freight did not require the services of an agent. 
Branch line passenger trains had disappeared for the most part. The 
railroad station was no longer the economic and social center of small 
agricultural communities. Analysis of workload showed that many 
station agents had very little work to do. Consolidation of agencies 
made it possible to continue giving service to these communities rather 
than closing down the stations altogether. While some local shippers 
and receivers of freight were apprehensive at the outset, experience 
has shown that adequate service can be rendered under the Central 
Agency Plan~ the Carrier states. 

The remaining job eliminations have been in the nonagency cate- 
gory~ among the tower~ telegraph, and relay employees. The Carrier 
states that upon assuming control in 1956, the new management found 
considerable inefficiency and overmanning in the utilization of non- 
agency forces. Among the reasons for abolishing positions have 
been the following; instalation of automatic gates and signals; dis- 
continuance of trains; telegraph service no longer needed; insufficient 
work for two telegraphers, permitting the elimination of one teleg- 
rapher clerk; elimination of towers and installation of automatic 
inter-locking plants. 

In the Carrier's vie% the measures which it took to improve its 
efficiency were essential to avert imminent bankruptcy. I t  estimates 
that it has reduced nonoperating payrolls by about :~20 million per 
year~ which greatly exceeds its net income in any recent year. I f  
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all of the telegrapher class positions abolished since December 3, 1957, 
had been in existence in 1961, the smmal cost to the railway would 
have been approximately $3,850,000, wlfich is more than the'net income 
for 1961. The Carrier emphasizes that if ORT's proposal were 
granted, the other labor organizations would expect equal treatment;  
so that  the costs of unneeded positions would be greatly increased. 
Such costs would be impossibly high, the Carrier states. Further-  
more, it stresses that  under the rules of the regulatory agencies freight 
rates must be "compensatory;" increases in wage costs reduce or 
ehminate the possibility of rate reductions to make railroads more 
competitive with other forms of transportation. 

The Carrier believes that the Organization has no real incentive 
to agree to an adequate rate of job abolition. The ORT has con- 
demned the rate of the past several years, the Carrier points out, 
although a slower rate might have meant bankruptcy. The Carrier 
emphasizes that it is not in a position to maintain a single mmeeessary 
or obsolete position, and is sure that a large number of such positions 
would have to b6 maintained if the Organization's proposal were 
adopted. 

The Carrier finds the terms of the Southern Pacific-ORT agree- 
ment equally objectionable. I t  is quite possible, the Carrier says, 
that  this agreement will not impose unnecessalyy positions on the 
Southern Pacific; but this would not be true on the North Western, 
where the modernization pro~oTam is still in progress. 



IlL CONCLUSIONS CONCERNING THE PROPOSED RULE 

A. Problems of Employment  Loss and Economic Stringency 
The dispute between ORT and the l~orth Westeru over the proposed 

rule is not all isolated occurrence. On the contrary, it is one reflection 
of the massive problem of job security in an industry experieucing 
radical employment declines and profound economic difficulties. 

Between 1945 and 1961, average employment on class I railroads 
was cut almost exactly in half, falling front 1,420,266 in the former 
year to 717,453 in the latter. For  ,~ time, younger men wiflt short 
seniority were prilnarily those affected; but in more recent years 
middle-aged and older men with many years of seniority have felt 
the impact of employment cutbacks. The human problems "trising 
out of this trend have been a major concern of the railway labor 
organiz~tions for many years now. 

Z_lthough the railroads have been able to increase their labor ptx)- 
ductivity more rapidly than the majority of industries (between 
1955 and 1960, for example, there was a 24.7 percent advance in revenue 
ton-miles per man-hour on class I roads), nevertheless the industry's 
competitive position and general economic situation have continued 
to deteriorate. The raih'oads' share of intercit, y freight traffic has 
been declining since the end of World War  I I  in favor of private and 
common-carrier ~rncks, oil pipe lines, river and canal boats, :rod air 
carriers. In fact, even the absolute volume of railroad freight traffic 
may have fallen off slightly. Net incomes held up well during the 
first postwar decade, but have fallen off pl'ecipitously in the later 
period. According to the Interstate Commerce Commission, net in- 
comes of class I railroads dropped from $927 million, or 5.7 percent 
of net investment, in 1955 to $382 million, or 0_.2 percent, in 1961. 

I t  is not the task of this Board to analyze or explain the railroads' 
economic difficulties. Suffice it to note tlmt the xNation's transportatio,1 
system as a whole, in the words of the Doyle Report  to the U.S. Sen,~te 
in 1961, suffers from "an excess of transport that is unequalled in this 
country except during the major economic depression of the thirties." 
And as the President stated in his Transportation Message of April  5, 
1962, "Pressing problems are burdening our n'ttional transportation 
system, jeop%rdizing the progress and security on which we depend." 

Under all these circmnstances, it is not surprising that railroad 

(11) 
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employees and their organizations have become deeply concerned over 
the problem of job security. Neither is it surprising that the carriers 
have been equally preoccupied with the need to effect economies, and 
that  conflicting demands for job security and operating efficiency have 
given rise to bitter labor-management disputes. 

B. Position Stabilization in the Railroad Industry 
To persons not familiar with collective bargaining practices in 

the railroad industl-y, the Organization's proposed rule and the alter- 
nate request for the Southern Pacific type of agreement may appear 
startling indeed. The decision as to how many employees are needed 
is ordinarily a function of managelnent. As the Carrier points out, 
a lnajority of the Federal judges who passed on the question thought 
that the North Western was not obligated to bargain with ORT con- 
cerning the rule which is before us. But a majority of the U.S. 
Supreme Court has held that the railroad nmst bargah~ concerning 
the rule, and of course that question is not before us. We are called 
upon to recommend how this dispute should be settled in the best inter- 
ests of the parties and of the general public. The fornmlation of a 
finding on this pofi~t requires a sensitivity to the special characteris- 
tics of employment and of labor-management relations in the railroad 
industry. 

To a far  greater extent than in most other industries, a change in 
assignment for a railroad employee frequently means a change of 
residence. This is particularly true of station agents in one-man 
agencies. The evidence in this case reveals nlany instances in which 
such agents remained in the employ of the railroad, but only by leav- 
ing a commmfity in which they had sunk their roots; some agents 
voluntarily terminated their employment in order to avoid such a 
move. Often part  of the value of a station agent to the railroad 
derives from his intimate knowledge of his commtmity and especially 
of the needs of its principal shippers. This -knowledge, which may 
take years to acquire, is generally not transferable to other types of 
employment. Changes of residence are also required rather frequently 
of nonagency employees. Some relatively long-service employees in 
the telegrapher classes on the Chicago and North Western have been 
"bumped down" to the extra board, which often involves work at 
irregular hours and in a variety of locations. As we have noted, the 
entire railroad industry has experienced a considerable decline in 
employment in recent years, and the accelerated decline which began 
on the North Western in 1956, when unemployment in the Nation 
as a whole began to creep upward, has understandably induced a feel- 
ing of insecurity among the employees. I t  is particularly pertinent 
to note that telegrapher employment was remarkably stable for a great 
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many years. Unlike some crafts, tile telegraphers did not generally 
experience a substantial shrinkage of jobs in recession periods nor 
a sizeable expansion in prosperous periods. Hence, recent downward 
trends in tele~'npher employment can be said to have created unprece- 
dented problems of adjustment for employees in this category. 

An oth er s i gni fi ca.n t a spear of em pl oy,n en t con d i ti on s on the rail roads 
has been special public concern over the welfare of raih'oad employees. 
This special concern 'q)pears to have been in part a product of special 
conditions of raih'oad employment, in l)art a product of a belief that 
employee welfare is a necessa,'y part  of an enlightened transportation 
policy, and 1)erhaps in part a means of reducing the likelihood of 
strikes on tim raih'oads by providing favorable conditions for the 
employees. The case ]:or some degree of special consideration of the 
welfare of railroad elnployces is at least as meritorious today as it 
e v e r  w a S .  

We also recognize the long history of close cooperation and in some 
respects joint decision-making on policy issues by raih'oad labor organ- 
izations and railroad managements. Indeed, the o.,,'iginal version of 
tim 12;tilway Labor Act under which this Emergency Bo'u:d is func- 
tioning was worked out in conference bet ween the labor organizations 
and lhe leading carriers in this industry. The railway 1.tbor .rgani- 
zations have long been active in promoting legislation beneficial to 
the industry, and their l)art, icipation in proceedings before regulatory 
agencies has been prominent. 

Position stabilization ;lgreemenis are not unknown in the rqih'oad 
industry. Seniority has greater status as :~ "property right" on the 
railroads than in 11111113, other indust,:ics; at times the right lms attached 
to particular jobs in lmrtieular locations, l-fence, generally spealdng, 
the concept; of a "job" denotes a ~'reater qnalit 3' of permanence on lhe 
railroads Ilmn in industry generally. This fact probably hell)S to 
explain the sizeable mmlber of position stabilization agreements in 
this industry, son.1e of which tim Organization introduced in evidence 
in this cqse. 

The largest grou 1) of agreements of t.his type has been negotiated 
by the Brotherhood of Maintenance of Way Employees. Most of 
these provide that the number of section gangs will not be reduced 
below specified minim,~ except by agreement; or that employment will 
be reduced only ~]lrough the process of attrition. ] t  should be pointed 
out, however, that the employment guarantees in these M~dntemmce 
of ~'Vay agreements have generally been well below the aetu;tl employ- 
ment levels. 3'lore recently, the Maintenance of W'~y Employees 
negotiated an ~greement with a.ll three Carriers' Conference Connnit- 
tees. The agreement requires adwmee notice and consultation in the 
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event of "a ntaterial change in work methods affect.ing employees," 
with at least 96 hours' notice to the affected employees themselves. 
There was no quantitative limitation on job abolitions, however. 

We do not suggest that position stabilization agreements of the kind 
just discussed are so prevalent as to constitute an industry pattern. 
On the contrary, they are relatively infrequent alnong nonoperating 
employees. Nevertheless, the fact, relnains that position stabilization 
is not unl(uown in the railroad industI3, , nor is it alien to the tradi- 
tions of the industLs,. But  this fact alone is not sufficient to pemuade 
us that the Orgalfization's proposal for a veto power over job aboli- 
tion merits our support. Af ter  considering tile likely effects and the 
implications of the proposal, we have concluded it would not be in 
the best interests of the employees, the Carrier or the general public. 
We now turn to our reasons for that conclusion. 

C. Analysis of the Proposed Rule 
The Organization's proposed rule, requiring mutual consent before 

ally position can he eliminated, is simply worded; but its implications 
are COml)lex .rod disturbing. 

We agree with the Organization that its proposal cannot accurately 
be called a "job freeze," since jobs could be abolished by joint agree- 
ment. Likewise we accept the Organization's assnrances that it does 
not ad~:ocate a moratorium on technological and organiz,~tional 
changes. Nevertheless we are satisfied that the rule would have the 
result of retarding efficiency improvelnent and preselwing unnecessary 
positions. 

How would the requirelnent of joint consent operate in practice? 
The Organization candidly states its belief that the railroad industry 
needs controlled efficiency through control over the rate of job aboli- 
tion. 3 Even a rate of job abolition which is no higher than the attrition 
rate--resignations, discharges, retirements and deaths--is likely to be 
too high, the Organization says, because employees need a %ushion" 
of job opportunities and the lack of this cushion would drive the attri- 
tion rate up. I t  seems clear that this kind of approach to job security 
would inevitably mean the retention of some jobs which, by any reason- 
able standard, serve no real purpose other than that of providing an 
income for the incumbent. Hence, although the Organization's 
innnediate objective is control over the rate of job abolition~ this objec- 
tive would necessarily involve some control over the rate of efficiency 
improvement. 

S T he  Organiza t ion  also seeks an  oppor tuni ty  to negot ia te  pro tec t ive  measu re s  for  
displaced employees, and  to bargain over  condit ions  of  employment  in remaining posit ions.  
Thes e  l a t t er  object ives  arc ent ire ly  proper;  but  w e  believe they  can and should be pur-  
sued direct ly r a t h e r  t h a n  th rough  the  device of the  proposed rule. 
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The need to abolish jobs is a matter for regret, particularly in a 
period when there is excessive unemployment in the economy as a 
whole. Certainly all of us would prefer it if railroad traffic could 
expand sufficiently as to rexluire more, not fewer employees. :But we. 
must declare unequivocally that the retention of unnecessary positions 
is not an accept.~ble form of job security. 

Such a policy is clearly unsolmd in the railroad industry, which 
must struggle to n~aintain and improve its share of the market against 
competing forms of transportation. But  this situation is not peculiar 
to the railroad industry. One of the central concepts of our economic 
system is that competition imposes constant pressm~ on business 
enterprises to adopt the most efficient methods, and that such pressure 
is in the public interest because it promotes the best possible use of  
resources. In  this connection we are reminded that our Nation's lead- 
ers, beginning with the President, have been emphasizing the neces- 
sity for more rapid increases in industrial efficiency in order to permit 
the achievement of our nation,~l economic goals. 

:Employees who remain on jobs which have become tectmologically 
obsolete, or which provide only a fraction of a fall  day's work, are 
no~ contributing their potential to the national economy. 

To retard efficiency is to invite stagnation, which would benefit no 
one. And we are sure]), not forced to regard economic efficiency and 
employee security as mutually exclusive choices. I t  is not necessary 
to sacrifice one in order to achieve the other. We can find reasonable 
ways and means of accommodating both these important goals. 

In  concluding that the effect of the proposed rule would be to retard 
efficiency improvement, we need not. rely on pure logic. The Organi- 
z,ttion's analysis of employment reductions among telegr~Lphers on 
the North Western confirms this belief. 

The Organization points out that between 1955 and 1960, the number 
of telegrapher positions on the Notq~h Western declined 36.9 percent, 
as compared with approximately 20 percent for class I raih'oads as a 
whole. Among the important carr ie~ in the Nort;h ]'Vestern's terri- 
tory, corresponding reductions were 18.9-, percent on the Burlington~ 
18.5 percent on the Illinois Central, 23.9 percent on the MJlwaukee~ 
and 18.5 perceut on the Great Northern. On the basis of these com- 
parisons the Organization denominates the North Western as one of 
the %ad actors" in the industry deserving a special priority in the 
hnposition of the proposed rule. 

We do not l~hink these statistics can be used to prove that any em- 
ployment reductions in the North Western exceeding 15 to 25 percent 
were unwarranted, excessive~ and unfair. There is ample evidence in 
the record before us that the North Western was a remarkabIy inetll- 
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cien~ road in 1956; that it had lagged behind the rest of the industry 
in adopting modern technology and organization; and that economic 
necessity demanded extraordinal\y efforts to attain greater efficiency. 
This Bo,~rd is eerta.inly not in ,~ position to state that each and every 
job abolition was necessary or wise: and as we sb.all ip.dicate presently, 
we deplore the lack of sufficient provision for problems of worker 
ttd.~ust,ment. We are satisfied, however, that if the rate of job aboli- 
tion had been held down to tile industtT average, nmnerous unneces- 
sary positions would have been maintained. 

The Organization contends that the Carrier's Central Agency Pro- 
gram, under which two or more stations are assigned to a single agent, 
is bad business and bad management; that the retention of full-time 
agents ill the majority of such stations would have been profitable; 
and that nmnerous colnmlmities are being deprived of necessary serv- 
ice. But questions relathlg to the adequacy of railroad facilities mid 
service lie within the jurisdiction of Federal a.nd State regulatory 
agencies, not Emergency Boards. The fact is that the Central Agency 
Program was approved and ordered by State commissions in South 
Dakota, Iow% Wisconsin, Minnesota, and Illinois. The Order of 
II~ilroad Telegraphers vigorously contested the plan, along with el, her 
opponmlts, but the plan was approved nonetheless. Where the Or- 
ganization carried the ma.tter to t, he courts, the regulatm T commissions 
were uph~ld. Therefore the question of whefl~er t, he Central Agency 
Program is consistent with the public interest in adequate transporta- 
tion f~milities in those States must be considered ~'e.~ .{'ttdiea, t(t so far as 
this Board is concerned. 

With respect to elimination of non'~gency positions, the Organiza- 
tion offered no evidence whatever to refute the Carrier's reasons for 
these decisions. 

The inadequacy of the Organization's statistical comparisons is also 
evident when other relevant statistics are reviewed. I t  is true that the 
2(orth Westenl discontinued au unusually large percentage of teleg- 
rapher positions. But telegrapher employment on that property was 
unusually large to begin with, in relation to total employment and 
to the volume of business. It; remains mmsually large in both respects 
despite the curt,~ihnent of telegrapher positions. Thus, telegraphers 
constituted 5.6 percent of all North l'Ve~stern employees in 1951, 6.5 
percent in 1955, and 7.3 percent in ])ecember 1961. The correspond- 
ing percentages for class I raih'oads as a whole :~re 3.8 percent, ¢.2 
percent, and 4.5 percent. 

In  1960 the North lVestcrn had 18,500 revenue ton-miles of freight 
per st~ttiolr agent; and 10,700,000 per telegrapher. In contrast, class I 
roads as a whole had 35,900,000 revenue ton-miles per station agent 
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and 16.200,000 per telegrapher. The results are similar when com- 
parisons tu'e made in terms of operat.ing revenue, t:reight revenue, or 
t, he number of originating carloads. Thus, despite the sharper decline 
ill recent years, telegrapher elnploy'ment remains relatively high Oil 
the North Wes[ern. 

Neither can it be said that t:elegra.phers have been singled out for 
p'~rticula.rly harsh tre:ltment in the course of the North ~'Vestern's 
economy program. The record shows t, ha.~ between April  1956 and 
Deeelnber 1961, the lmmber of telegraphers employed by the North 
Western dropped 89 percent. This reduction compares with 43 
percent in the category of Ma.intenanee of Way and Structures, 58 
percent for Maintenance of Equipment and Stores, 36 percent for 
Professional, Clerical and General Employees, and 49 percent for ~ll 
Nonoperating Employees. 

Our a.nalysis has thus convinced us that the proposed rule would 
seriously imp~ir efticieney and would represent an undesirable ap- 
proach to job security. 

We are not the ill-st Emergency Board to express its opposition to 
this type of restriction. Presidential Emergency Bo~u'd No. 138 con- 
sidered OR.T's demand of the Southern Pacific Co. for the same rule 
that it seeks here. That  Board's eomn/ent was as follows: 

T he  Amer ican  public has  long recognized tim inevi tabi l i ty  of teclmological change  
and.  we think,  general ly  believes t ha t  the n;itionnl transDortattion policy will be 
effectuated by enc,mr~lging and  fac i l i ta t ing  teehnobJ#cal  advance.  A "job 
freeze" provision would thus  not  meet  with lmblic al)proval. 

Emergency Board No. 145 considered a proposal by all the Organi- 
z~ttions representing nonoperating employees for 6 months' advance 
notice of job ~bolit, ions. The Board concluded that such a require- 
meat would constitute a form of job freeze and stated: 

W h e n  one views the  orgnniza t ion ' s  propos-tl ~ga ins t  the background of "t cons tan t  
decline in rai l road employment - -espec ia l ly  among  nonopera t iug  e mp loye e s - - a nd  
of the  cont inu ing  necessi ty for  the car r ie rs  to emph)y all feasible  advances  in 
technology and scientific managemen t ,  the conclusion is inescapable  t h a t  the 
solut ion they seek fa l ls  fa r  sho r t  of i ts appa ren t  goal. 

The recent report of the Pre.sidential Railroad Colmnission also 
deals with the problem in the following terms: 

To obs t ruc t  technological adwmce  is to give the public a Imorer t r anspor t a t ion  
sys tem,  to hobble the  ra i l roads  in thei r  compet i t ion wi th  other  modes of t rans-  
port, and  to reduce employment  oppor tuni t ies  for  till ra i l road employees. 

Finally~ President Kennedy stated in his recent Transport,~tion 
Message to the Congress : 

An efficient and  dynamic  t r anspor t a t ion  sys tem is vital to our  domest ic  eeonolnic 
growth,  productivi ty,  and  progress.  Affecting the  cost of every commodity  we 
consume or export ,  i t  is equally vital  to our abil i ty to compete abroad.  I t  
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influences both the cost and the flexibility of our defense preparedness,  and both 
the  business and recreat ional  opportunit ies of our citizens. * * * For  the  long- 
range benefit of labor, management ,  and the public, collective bargaining in the 
t ranspor ta t ion  indus t ry  must  promote efficiency as well as solve problems of 
labor-management  relations. Problems of job assignments,  work rules, and 
other  employment policies must  be deal t  wi th  in a manner  tha t  will both 
encourage increased productivi ty and recognize the job equities which are  affected 
by technological change. 

We recommend that the Organization's request for this rule be 
withdrawn. 



IV. IS THE SOUTHERN PACIFIC SETTLEMENT AN 
APPLICABLE PRECEDENT? 

The Organization urges that in the event we are lmable to endorse 
the proposed rule, we should at the ve, T least recon~nend that  the 
dispute be settled on the basis of an agreement reached between the 
O,~anization and Southern Pacific Co. (Pacific Lines) on October 29, 
1961. 

That  agreement was the end result of a notice served on the South- 
ern Pacific April  24, 1958. Almost a year later---on May 5, 1959-  
the Organiz'ltion served its amplified notice embodying alternative 
propos.fls. By Executive Order 10953 of Ju ly  -00, 1961, the President 
created Emergency Board 138 to investigate the dispute involving 
these two notices. That  Board reported that the April  .04, 1958, notice 
was "neither a practical nor l~tlistic solution of the e~nployee displace- 
ment problem," on tlm ~oTound that "an employment stabilization 
program based on rnles which freeze existing jobs, bar improvement 
in work methods "rod blocked technological progress reaps more dam- 
age than benefit." The Board also recommended, for similar reasons, 
that most of the May 5, 1959, notice be withdrawn. This was not 
intended, the Board s.dd, "to foreclose exploration by the parties of 
more feasible approaches to job stabilization." Finally, the Board 
recommended that a program of income maintenance and other forms 
of worker protection be developed. 

On October -09, 1961, a Memorandum of Agreement between South- 
ern Pacific Co. (Pacific Lines) and its employees represented by the 
Order of Railroad Telegraphers was executed. This agreement, dis- 
posing of the Organization's 1958 and 1959 notices, was an amalgam 
of position stabilization and worker protection measures. 

A. Terms of  the Southern Pacific Agreement 

Under  the terms of the Southern Pacific Agreement, the affected 
employee is given at least 96 hours' notice when a regular assigned 
position is abolished. The Organization receives 90 days' notice of 
discontinuance of positions by reason of teclmological or organiza- 
tional changes. Joint conferences may be initiated at the option of 
the General Chairm,~n, with a view to avoiding grievances and mini- 
mizing adverse effects on employees involved. 

A fommla for limiting abolition of positions is incorporated. 
(19) 
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Future reductions are computed from a base of 1,000 positions, and 
are limited in the following ways: (a) The number of positions calmot 
be reduced except in line with teclmo]ogical or organizational changes 
or ,~ cha.nge in the volume or composition of tramc. (b) No more than 
five agencies ma.y be eliminated in any calendar year except through 
conference and a~'eement between the parties. (c) Abolition of posi- 
tions will no~ exceed the rate of normal attrition ; neither will it exceed 
2 percent per year on a system basis. This limitation, however, does 
not apply to reductions resulting from the installation of Centralized 
Traffic Control. (d) The number of positions will not be reduced 
(with certain exceptions) %ntil such time as the number of positions 
which may be abolished under this agreement has equalled the differ- 
ence between the base of 1,000 positions and the number of positions 
currently in effect." Inasmuch as there were approximately 950 tele- 
grapher positions when the a~'eement was executed, the quoled l.tn- 
guage means that the number of positions cannot be reduced below 
that level until some time in 1964. 

TelegT~phers holding seniority as of September 15, 1961, were ~mr-  
anteed 40 hours of work per week, or pay in lieu thereof, when assigned 
to the extra board. 

Employees adversely affected "by force reductions restflting from 
abolishment of positions by reason of technological or organizational 
changes" were allowed benefits equal to those provided by sections 
6, 7, 8, 9, 10, and 11 of the Washington A~.eement. For  employees 
adversely affected between the dates of April ~94:, 1958, and September 
15, 1961, these benefits were made retroactive. Sections 6 to 11 of the 
Washington Agreement cover displacement allowances, coordination 
allowances, maintenance of fringe benefits, separation allowances, mov- 
ing expenses, and real estate losses. (See the discussion in section 
V of the present report.) 

Telegraphers previously employed on the Southern Pacific were 
given preference of employment in vacant positions tmless they have 
retired or were discharged for cause. Furthermore, the pa~¢cies agreed 
to develop training programs to improve the qualifications of teleg- 
raphers presently or folanerly employed by the Carrier. 

Finally, a special adjustment board was established to handle cases 
of alleged improper transfers of work to employees outside the juris- 
diction of the Organization. (This was a major issue in the South- 
era Pacific case, but does not appear to be seriously involved in the 
:Nrorth Western case.) 

The Southern Pacific agreement was praised by high Government 
officials; and when it was execnted the Organization stated that  it 
would serve as a precedent for the entire railroad industry. We must 
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therefore consider whether it does in fact constitute a valid and appli- 
cable precedent for the North Western. 

B. Differences between the Southern Pacific Case and the North 
Western Case 

The Board is prepared to reconm~end protective terms and condi- 
tions shnilar to those embodied in the Southern Pacific settlement, 
including a requirement of notice and conference; a 40-hour guarantee 
for employees assigned to the extra board ; provisions similar to those 
in the ~Vashhlgton Job Protection Agreement which will protect 
earnings, maintain fringe benefits, and indemnify telegraphers against 
certain economic losses; and a preferential hiring and training pro- 
gram. In  fact our recommendations will be even broader in one 
essential respect, in that we do not believe that income protection 
should be limited to job abolislnnents arising fi'om technological and 
organizational changes. 

We have determined, however, that the Southern Pacific formula 
for controlled attrition cammt be considered an applic'~ble precedent 
in the present dispute. 

In  our view, a controlled attrition formula of this type camlot be 
diffused on a wholesale basis throughout an industry in the same 
fashion as a wage pattern, a vacation plan, etc. Such a formula may 
be helpful in some instances but must be carefully geared to the cir- 
cumstances of the particul.~r case. I t  should be demonstrably feasible 
and basically acceptable to both parties immediately involved. In  
this connection, the record indicates that some of the key elements in 
the Southern Pacific folznula were proposed by the carrier itself. 

] f  this formula h.ld already been accepted by a large number of 
important railroads, the case might be different, since we would be 
faced with a widely prevailing practice. Southern Pacific, however, 
is only one out of scores of important railroads in the United States. 
Controlled attrition certainly cannot be considered prevailing practice. 
Moreover, while there are other agreements in the industry limiting 
abolishment of nonoperating positions, these agreements are relatively 
mlcommon and each seems to have been negotiated in the light of spe- 
cific factual circmnstances. 

The major reasons why we do not consider the Southern Pacific 
controlled attrition formula applicable in the specific factual circum- 
stances of this case are as follows: 

(1) One of the principal complaints of the Organization against 
the Southern Pacific was that telegrapher work had been diverted to 
other crafts. This contention was stressed throughout the proceeding 
before Emergency Board 138. The Organization not only sought to 
prohibit the unilateral abolishment of positions, but also ~o bar the 
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unilateral transfer of any functions, work and positions now and 
heretofore performed or held by telegraphers. In the present case, 
however, alleged diversion of work to other crafts is not "~ significant 
issuc. 

(2) Positions to be abolished as a result of installing Centralized 
Traffic Control were exempted from the controlled attrition formula 
in the Southern Pacific agreement. At  the time the agreemcnt w:~s 
signed, it was stated that CTC installations ah'eady authorized would 
eliminate perhaps fourteen positions. Inst~llations planned but not 
yet officially authorized might eliminate 40 to 50 additional positions 
over a period of several years. Thus a total of 60 or more positions 
could be abolished outside the terms of the formula. This type of re- 
lief wotfld not be of significance to the North Western, which has 
inst~lled CTC on only i percent of its trackage and does not plan to 
extend its use of this teclmique. 

(3) The most important reason for position abolition on the North- 
western has been the Central Agency Program. We have been given 
no reason to believe that the Organization would be willing to exempt 
the Central Agency Program from the operation of a controlled attri- 
tion formula. Here again the two carriers have diametrically opposite 
policies. As Emergency Board 138 observed, "Southern Pacific has 
not only not dualized stations but retMns a finn policy opposed to 
agency dualization." 

(4) When the October 29, 1961, .tgreement was executed, Southern 
Pacific had already closed 160 agencies ; there were only 290 remaining 
open :~gencies on ihe road. The recnrd indicates that Southern Pa.cific 
was not planning to abolish any ht.rge number of additional agencies. 
Therefore, it does not appear th'tt the provision limiting agency clos- 
ings to five in any calendar year, in the absence of special agreelnent, 
will prevent Southern Pacific from carrying out l?lnns for moderniza- 
tion or reorganiz'~tion. This would not be the case if the provision 
were applied to the North Western, however. The Board requested 
the Carrier to furnish information concez'ning prospective job abolish- 
ments in the foreseeable future. We were informed, first, that ap- 
proval of the Central Agency Program will be sought in Nebraska. I f  
the regulatory commission should concur, approximately 40 positions 
would be eliminated. Station operations are being studied in Wyo- 
mhag and Michigan; it presently appears that if the Central Agency 
Program should be implemented in those States, 15 to ~90 positions 
would be abolished. An .~pplication has been fried in Minnesota 
which would eliminate 29~ positions. (All but one of these positions 
are covered by a separate contract between the Minneapolis and St. 
Louis Railroad, an operating subsidiary of the North Western, and 
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ORT, however.) Likewise the Carrier has applied to dualize some 
.additional stations fil Iowa. About 18 positions would be eliminated, 
• )f which approximately half are covered by the agreement here in- 
volved and tbe remainder by the Mimleapolis and St. Louis agreement. 
Thus, contemplated extensions of the Central Agency Program would 
eliminate almost 100 agency positions, of which about 70 are covered 
by the present agreement. A formula limiting the abolition of agency 
positions to five per year, within an overall 2 percent limitation, would 
impede these plans as contrasted with the relative lack of inapedilnent 
.on the Southern Pacific. 

(5) The situation of the two roads with respect to relative employ- 
ment of telegraphers is vastly different. In  1961 Southern Pacific had 
.1,069 telegraphers among 41,302 employees, or 2.6 percent of the total. 
The North Western, on the other hand, had 1,189 telegraphers out of 
16,505 total employees, or 7.2 percent. Thus the North Western's ratio 
of telegraphers in the labor force was almost three times as great as 
Southern Pacifiers. 

(6) Although Southern Pacific has fewer telegraphers, and fewer 
agency positions, than the North Western, it is a much bigger railroad. 
I ts  net investment is approximately twice as great;  its revenue ton- 
-miles of freight and operating revenue are more than three times as 
great. As one would therefore expect, the relationship between rev- 
enue ton-miles, operating revenues, and employment of telegraphers 
is vastly different on the two roads. In  1961 the North Western re- 
ported 11,200,000 revenue ton-miles per telegrapher, as compared with 
35~100,000 on Southern Pacific. Similarly, the North Western had an 
operating revenue equivalent to $184,000 per telegrapher in 1961 while 
Southern Pacific's operating revenue was equal to $551~000 per teleg- 
rapher. On the other hand, the two carriers do not  differ substantially 
in the number of revenue ton-miles per employee, or in operating rev- 
enue per employee. This situation reflects the fact that telegraphers 
make up a much higher proportion of the labor force on the North 
Western.  Such being the case, it is understandable that Southern 
Pacific may have been relatively unconcerned over the controlled 
attrition formula whereas the North Western believes it would be 
extremely damaging. 

(7) But even if the burden were approximately equal, which it is 
not, the two carriers differ greatly in their .ability to absorb it. The 
Southern Pacific is one of the half dozen most profitable railroads in 
the Nation, while the North ~'Vestern's fimmcial condition is marginal. 
Net income on the Southern Pacific has been running in the neighbor- 
.hood of $50 milliort per year, while the North Western showed a net 
income of $2,815,000 in 1958, a net loss of $~,897,000 in 1959, a net 10SS 
of $7,170,000 in 1960, and a net income of $3,030,000 in 1961. 
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C. The Question of  Natural Attrition 

We have also considered whether we should recommend a formula 
restricting the rate of job elimination to the rate of "naturar'  labor 
force attrition resulting from death, retirement, resignation, and dis- 
charge. We should note at the outset, however, the Organization's 
contention that inadequate lob security would be provided by such 
a formula. The attrition rate has been abnormally high among teleg- 
raphers in the North Western in recent years. The Organization 
states that forced changes in residence, unattractive assignments, low 
earnings, and general insecurity are responsible for this fact. Since 
few if any telegraphers were actually laid off to the street, it is not 
clear that a "natural attrition" formula would have changed the 
situation. Nevertheless the Board believes this approach should be 
discussed in order to cover all the alternatives. 

Reliance on attrition may be a desirable and humane way in which 
to reduce work force when the attrition rate is approximately the 
same as the rate of job abolition which the pertinent economic and 
technological factors dictate. Indeed, under some circumstances, a 
brief extension of life of a job beyond its normal expiration may be 
justified as a substitute for other aids to employee adjustment. Un- 
happily, however, the attrition rate in a particuplar enterprise is 
sometimes considerably below the job abolition rate which circum- 
stances compel the enterprise to seek. In some such cases, supple- 
ments or stimulants to attrition may be helpful. All employees with 
less than a specified amount of seniority may be laid off, with further 
adjustment of the work force left to attrition. Or inducements may 
be offered for early retirement in order to speed up the attrition rate. 
Another crucial feature of some attrition agreements is the assurance 
of considerable flexibility in the assignment of the work force to en- 
courage efficient utilization. The agreement between the Pacific 
Maritime Association and the International Longshoremen's and 
Warehousemen's Union exemplifies several of these devices. This 
agreement provides a guarantee of employment for the fully- 
registered longshoremen, less attrition. Accompanying this guaran- 
tee is a provision for payment of nearly $8,000 for early retirement 
at age 62, and a provision under which longshoremen may be required 
to move from one port city to another to remedy local labor surpluses 
or shortages. 

In the present case, we find no basis for predicting what the attri- 
tion rate among telegraphers would be if the job security measures 
which are recommended later in this report were adopted. I t  seems 
likely that the rate of voluntary retirement over the past few years 
has been higher than it will be over the next few years. Some men 
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have chosen to retire rather than change residence~ Some on the 
extra board have resigned because of low earnings and irregular as- 
signments. An employment guarantee for extra-board employees 
might be expected to reduce the rate of voluntary resignation. Hence, 
the attrition rate is not as predictable as it might be in other situations 
Furthermore, there is no indication that the parties are presently pre- 
pared to require mandatory retirement at a given age, to adopt induce- 
ments for early retirement, or to relax seniority rules in order to 
permit men to transfer between districts without loss of accumulated 
seniority and prevent a surplus of telegraphers in one district while 
new employees are being hired in another. 

We must conclude that, under these circumstances, a commitment 
by the Carrier to limit force reductions to the rate of normal attrition 
is not feasible as a device for employment stabilization. 
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V. INCOME STABILIZATION AND OTHER PROTECTIVE 
MEASURES:: 

A. The Need for Employee Protection. 
• .The costa of economic progress are not limited to the financial and 

material resources committed to it by business enterprise& There are 
also human costs: workers are displaced; occupational skills become 
obsolescent; families are uprooted f rom accustomed surroundings; 
feelings of anxiety and insecurity, are created. These must be counted 
among the full social costs of economic change. I t  is important to 
recognize them so they may be faced explicitly and. shared equitably 
among individuals, business enterprises, and government~ 

As we have indicated, we do not believe that economic progress can 
or should be curtailed in order to avoid these human costs. The sound- 
er approach is to cushion the impact upon individuals and families, 
prevent excessive personal hardships and assist employees in making 
successful adjustment. 

The merits of this approach are now widely recognized. Thus we 
have seen the development of unemployment compensation, supple- 
mental unemployment benefits, advance notice of displacement, short 
workweek benefits, separation pay, retraining programs, moving al- 
lowances~ and similar adjustment mechanisms. I t  is also recognized 
that acceptance of technological change by workers is closely con- 
nected with the availability of humane protective conditions. 
Resistance to change has diminished over the decades as the legitimate 
needs of affected employees have increasingly been recognized. 

Protection of workers adversely affected by teclmological, organiza- 
tional, and economic changes has been a prominent theme of employ- 
mont relations in the railroad industry. Seniority provisions confer 
priority of job opportunity upon older employees who incur the 
greatest difficulties in adjusting to change. Railroad unemployment 
insurance benefits are now considerably more generous than those pro- 
v~ded by the Federal-State system which is applicable to most other in- 
dustries. The option of early retirem¢nt at a reduced pension is avail- 
able under the railroad retirement system. 

The Washington Job Protection Agreement, negotiated between the 
major carriers and the railway labor organizations in 1936, supplies 
comprehensive protection for employees affected by the merger and 
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coordination'of railroad,.sy.smma Specific provisions include advance • 
notice to the labor organiz'a~Ofis"and joint consultation between the 
parties; "displacement allowances" protecting rates of pay, for a max- 
imum of 5 years, of employees transferred to less desirable jobs; 
maintenance of fringe benefits for affected employees; "coordination 
allowances," in the nature of unemployment compensation, for periods 
up to 60 months; "separation allowances," or termination pay, as an 
alternative to coordination allowances; reimbursement of moving ex- 
penses; and indemnity against real estate losses resulting from the 
coordination. 

The Interstate Commerce Commission has frequently required 
protective conditions, similar tothose in the Washington Agreement, 
in cases of line abandonments and other changes subject to Commis- 
sion approval. The best known of these variants are the New Orleans, 
the Burlington, and  the Oklahoma Conditions. Furthermore, certain 
individual carriers and railway labor organizations, contemplating 
the automation of facilities or similar changes, have negotiated spe- 
cial agreements for employe protection and readjustment, The pro- 
visions negotiated by ORT and the Southern Pacific Co. have already 
been noted. 

I t  seems anomalous that under the State public utility laws, the 
regulatory commissions do not impose any protective conditions when 
ordering the closing or consolidation of stations. The Board finds 
it difficult to understand why displacements resulting from Federal 
orders should require consideration of employee welfare whereas dis- 
placements resulting from State orders should not. Public nece~ity 
and convenience, which 'the regulatory commissions are required to 
safeguard, cel~ainly includes the interests of employees as well as those 
of other groups in the economy. Thus the absence of protective 
conditions in the "dualization" or station abandonment orders of the 
various States is an evident weakness in the structure of employee 
protection. 

Numerous impartiaI groups have recently stressed the importance 
of protective measures as a principal means of adjusting to economic 
change. 

For example, the Independent Study Group created by the Com- 
mittee for Economic Development to study The Public Interest in 
National Labor Policy stated that it is essential to "recognize both 
sides of the coin : the need to i~iicourage change and the importgnce of 
learning how to adjust to change." On the latter point the Study 
Group stated : 
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Accommodat ion  to the pa ins  of t rans i t ion  is more successfu l  when  there  is t imely 
notice of  an  impending  development ,  when  there  i s ' a s  careful  p lann ing  in the  
personnel  fields as  in the  a reas  of engineer ing  and  finance, when  there  is a carefu l  
effort  to a ssess  the  r equ i rements  of new jobs and  to re - t ra in  ex is t ing  employees 
f o r  those  jobs where  possible, when  there  is a flexible a dmin i s t r a t i on  of senior i ty  
s y s t e m s  by unions,  and  when  there  is wi l l ingness  to help displaced workers  
wea th e r  immedia te  f inancial  s t o rms  and  find new jobs. 

In  its report of February 28, 1962, the Presidential Railroad Com- 
mission favored "progress plus protection" as the central concept in a 
policy On technological change and adjustment. According to the 
Commission, 
There  is subs t an t i a l  ag r eemen t  t ha t  in the  sho r t  range,  the  problem of techno- 
logical d i sp lacement  has  been visible, acute  and  g rave  for the  individual  worker  
affected by change,  par t i cu la r ly  the  older worker  who ha s  relat ively g rea te r  
difficulty in finding a job or in being re t ra ined.  The  avuls ive  d i sappea rance  
of h is  c r a f t  p resen t s  a d i sas t e r  of the first magni tude .  I t  is c lear  beyond quest ion 
t h a t  he ought  not  to be left  to cope wi th  t ha t  d i sa s t e r  alone and  unaided.  

Continuing its discussion of protective measures, the Commission 
observed : 

Considera t ion  of the fo rm of protect ive condit ions in this  i ndus t ry  inevi tably  
s t a r t s  w i th  a review of the  provis ions  of the W a s h i n g t o n  Agreement  of 1936. 
These  provisions,  or s imi la r  provis ions  in the  T ranspo r t a t i on  Act of 1940, have  
been successful ly  applied to ra i l road  merge r s  so t ha t  the cost of protect ion h a s  
in  fac t  become a pa r t  of the calculat ion in the development  of merger  plans.  
These  provis ions  have  on occasion been extended to nonmerger  s i t ua t ions  . . . 
a s  in the case of mergers ,  so in the  case of technological  improvement ,  the  cost  
of a reasonable  plan for  the protection of employees affected should be a charge  
aga in s t  the  sav ings  obta inable  f ram such improvement .  

Likewise Emergency Board No. 138, which served in the dispute 
between the Southern Pacific and the ORT, held that 
• . . protect ion f ro m  the adve r se  effects of technological  changes,  labor  s av ing  
innovat ions ,  and  organiza t iona l  changes  such as  have  occurred on this  ra i l road  
is  a proper  and  leg i t imate  employee demand  . . . .  Surely none would a rgue  t h a t  
the  b r u n t  of technological  change  and  cost-saving should  fal l  only upon the  
employees.  Many  would urge, ra ther ,  t ha t  pa r t  of the economies thus  realized 
should  be used to a l levia te  the social cost  of technological advance.  

A similar note has been expressed by Emergency Board No. 145 
whose recommendations led to a settlement of the recent wag~ dispute 
between the Nation's carriers and the nonoperating railway labor 
organizations. That Board noted the usefulness of the Washington 
Job Protection Agreement in coping with human pi~blems arising 
out of merger consolidations and coordinations. I t  deplored the delay 
in exploring the possibility of extending the principles established by 
the Washington Agreement to job abolitions arising out of techno- 
logical changers. 
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B. Hardsh ips  Encountered by North Western Telegraphers : :: 

In  framing our own recommendations concerning protective meas- 
ures, we have considered it important to review carefully the evidence 
supplied by the Organization and the Carrier concerning the impact 
of employment changes on individual telegTaphers. In  our view, 
a program of remedial measures should not be constructed in a vacuum; 
but should be tailored to the facts and circumstances of the case if  it 
is to yield maximum benefit. 

The record shows that the number of telegrapher positions abolished 
on the North Western rose from 15 in 1955 to 41 in 1956, the first year 
under the new management. Abolishments in subsequent years Ira v. e 
been as follows: 77 in 1957, 199 in 1958, 188 in 1959, 61 in 1960, and 39 
in 1961. As already indicated, the Carrier plans to eliminate approx- 
imately 70 additional positions covered by the present agreement 
through extension of the Central Agency Program. The Carrier 
states that predictions concerning nonageney positions are more difi~: 
cult; but as we view the prospect, nonagency as well as agency employ- 
ment will continue to decline although not at the rapid rate expe- 
rienced in 1958 and 1959. 

Reviewing the evidenc~ concer~fing curtailment of telegrapher em~ 
ployment since 1956, we are satisfied that this process did create hard- 
ship for considerable numbel-s of affected employees. 

Because of rapid-fire displacements and complicated bumping 
sequences, some employees found it necessary to change jobs and loca- 
tions several times within a brief period. Other telegraphers lived 
away from their families for considerable periods. Those who com- 
muted between a home in one community and a job in a different com- 
munity incurred substantial travel expense. In  a survey conducted 
by the Organization, some telegraphers reported that they suffered 
financial losses in selling their homes. Others complained of the 
expense of one or more changes in residence, as well as the disruption 
of established ways of life. : 

Some of the extra-board employees resigned because of dilution of 
job opportunity. In  this connection the organization points out that 
as late as 1960, 23 percent of telegrapher class employees on the North 
wes te rn  earned less than $4,000 per year as compared with 19 percent 
for class I railways as a whole, 17 percent for the Burlington and 19 
percent for the Milwaukee railroads. At  the other end of the scale~ 
34 percent of the North Western telegraphers earned $4,800 or more 
in 1960, as compared with 46 percent on all class I railways, 50 percent 
on the Burlington and 56 percent on the Milwaukee. 

Some North Western telegraphers were forced to accept lesser paid 
jobs, temporarily at least. A considerable number, already eligible 



31 

for retirement, chose to retire rather th.ul move to other communities. 
Others elected to avail fihemselves of early retirement at a reduced 
p'6nsidn..' The record does not indicate that any telegraphers  were 
actually laid off; but thero was an unusually large number of resigna- 
tions and "constructive resignations," doubtless occasioned in many 
instances by the prospect of irregular work or difficult assignments. 
" We were shocked by testimony that in one State numerous station 
agents, some with many years of service, were given less than 2 hours' 
riotice of specific time for termination of their assi~lments.  The fact 
thhg ~ 'these men had known of the Carrier's application to dualize 
agencies does not alter our belief that they could have been shown 
inbre consideration without undue cost to the Carrier. 
• I t  is als0 clear that many telegraphers and their families suffered 

amxiety, because of insecurity and uncertainty concerning their future. 
When au industry is going through difficult economic adjustments~ 
anxiety on the part  o f  employees cammt be prevented altogether; 
but doubtless it could have been mitigated if adequate protective 
conditions had been available. The depth of thg telegraphers ~ con- 
cern c,4n. be appreciated when we note that many of them were middle 
aged and older men. Furthermore, most of"those affected by the 
Central Agency Program were residing in small communities where 
there was little or no alternative employment at their accustomed 
level of  earnings. The evidence does not support the Carrier's con- 
[ention tha t  a large number of agents had lucrative sidelines Which 
ihitigated hardship when the Central Agency Plan was introduced. : 

The Carrier points out, it is true, that during the period in questiofi 
almost 200 new employees were hired into telegrapher ppsitions,, and 
that new telegraphers are presently being trained at'company "exlJense. 
Therefore, the Carrier arums, nothwithstandingthe abolition of jobs 
no telegrapher has been denied employment in his own craft  some- 
where on the railroad. This may be correct, but it does not mean 
that  no hardslfips were encountered. Man is an immobile resource 
and adjusts himself slowly and imperfectly to rapid shifts in labor 
r~quirements. The Carrier may also be correct in arguing that some 
of the. seniority districts (such as one With only 35 telegraphers).are 
too small, and that mobility could be encouraged by consolidating 
seniority districts. I t  does not follow, however~ that hardship and 
dislocation could thereby have been prevented. 
' Was the hardship transitional or permanentS. I t  is impossible 
to give any simple, general answer to this question~, but the following 
facts are pertinent: (a) We have information concerning the earnings 
of most of the telegraphers reported-as "hardship cases" in the Or- 
ganization's survey who are still employed on the North Western. 
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The great bul k of  these employees have earned considerabl.y more 
in the 1959-61 period than in the earlier period prior to the installa- 
tion of the Central Agency Program. This indicates that they have 
had satisfactory work opportunity in recent years. (b) Between 
December 3, 1957, and September 1, 1961, 671 individuals were ter- 
minated for one reason or another. The largest group--276---retired. 
Doubtless some of these would have preferred to stay at work if no 
change in location had been necessary. On the other hand, pension 
benefits under the Railroad Retirement Act are considered relatively 
attractive. (c) Another 270 resigned formally or informally (such 
as failing to report when called). The Carrier has been able to trace 
most of these individuals. The majority seem to have landed on their 
feet from an economic standpoint. A few are presently unemployed, 
however, while others have low-status jobs such as apprentice barber, 
janitor, and part-time bartender. (d) Of the remaining 125, 52 died 
and the remainder were discharged or were transferred to positions 
outside the scope of the ORT Agreement. 

:From these facts we conclude that the installation of the Central 
Agency Program and the other job abolishments did occasion sub- 
stantial hardship; that the hardship was temporary in the majority 
of cases; and that it could have been mitigated by more a d~qdato 
provision for transitional adjustments. This experience, in our view, 
does not call for the rules which the Organization proposes, or any 
similar regulation conferring on it direct control over the number of 
positions. I t  does indicate, however, that a comprehensive program 
of protective conditions should be adopted. 

C. A Program of Protective Conditions 

In recommending a program of protective measures, the Board does 
not believe that application of such measures should be limited to 
employees displaced or adversely affected by "technological or or- 
ganizational, changes.:' This criterion was employed in the Southern 
Pacific Agreement, it is true, but we consider it dubious on grounds of 
practicality as well as logic. I t  can be anticipated that endless diffi- 
culties will arise in determining whether specific displacements were 
occasioned by technological or organizational changes. In any event, 
our primary concern is to alleviate individual hardships arising out 
of position abolishments. Such hardships are equally real to the 
employee displaced because of loss of traffic to the trucking industry 
and to the employee displaced by installation of new equipment on 
his own railroad. We conclude that the protective conditions, recr 
ommended below sl~ould apply to employees adversely affe~fed by 
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the pe~znanent e.~im.i~ution,o.f-.posi~i~ns-.r.egardtess of the-re,-,sons! for 
such elirhination. 

1. Notices and Conferences 

(a) The General Chairman of the Organization should be given a 
substantial period of advance notice of the Carrier's decision to per- 
manently discontinue any position. The precise length of the notice 
should be negotiated by the partie,~ During this period the General 
Chairman or his representative should ha.re an opportunity to meet 
with~a representative of the Carrier in joint discussions. Such dis- 
cussions might concern the manner in which and the extent to which 
employees represented by the Organization would be affected by the 
proposed changes, with a view to avoiding grievances and lninimizing 
adverse effects upon employees involved. In addition, the Organi- 
zation would have an opportunity to state its views with respect to 
the wisdom and necessity of the job eliminations which the Carrier 
intends to make. 

(b) When a regularly assigned position is to be abolished, the 
employee affected should be given at least 5 days' notice thereof. 

2. Forty-hour Workweek Guarantee 

A guarantee of.A0 hours.a week should~be.,'e~ta~t" ished for employees 
assi~ed to the extra board. Such a guarantee will be feasible only 
if management is authorized to determine the appropriate size of 
the extra board. 

3. Displacement Allowance 

The terms and conditions of section 6 of the Washington Job Pro- 
tec~ion Agreement should be available to employees adversely affected 
by force reductions resulting from abolishment of positions. 

4. Coordination Allowance 

The terms and conditions of section 7 of the Washington Job 
Protection Agreement should be applied with. the following qualifica- 
tion: Section 7(i) provides that when an employee receiving these 
unemployment benefits obt.~ins railroad employment the benefits are 
reduced to the extent that the sum total of his earnings in such em- 
ployment and his allowance exceeds the amount upon which his 
cordination allowance is based. The Board sees no reason why the 
benefits should thus be reduced only when the employee obtains rail- 
road employment. On the contrary, we l~,commend that the reduction 
be applied whenever tlm employee receives compensation in any 
employment. 
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5 .  M a i n t e n a n c e  0 t F r i n g e  Bene~rz t s  . . . .  

The terms and conditions of section 8 of the Washington Job Pro~ 
tection Agreement should be available to empl0yees.affected by -job 
abolitions . . . . . . .  . .,.-., 
6 .  S e p a r a t i o n  , 4 1 1 o ~ ' a n c e  ", ' . :  ~. . ". : :  . ~ . .  

I n  lip~ with section:9 of th~ WashingtOn Job Protection Agreement, 
separation allowances should be availablet0, employees eligible for 
coordination allowances in:lieu Of all other benefits and protections 
provided in the Washington Agreelnent. : . . • 
7.. ~o,,ing ~:xwen~e, and Prot.~ct/on A~al,ut Real E~t"te ~,~e~ 

A review of the experiefice of displaced te!egraplmrs on th0 North 
Western has satisfied us that tlm p'.rovisions 6fsections 10 and l i  of 
the Washington Agreement are prop.erly~ applicable.. 
8 . . P .  r e / e r e n c e  o ~  E m p l ? y m e n t .  : . . . . . . . .  .. 

We recommend that employees previously employed bY the Carrier 
on positions subject to the 0RT. Agreement, ~hose.employment was 
terminated other than by re..tireraen.t or di.'sch.arge for. cause, should 
be granted preference of employment'~n available positions. 
9 .  Training and Retraining . . .: . . . .. 

• . The parti.es should cooperate.in .the deve.lopment .o.f training pro: 
grams to .improve t.he qualificati.ons o.f. emp.loy.ees ~and to. facilitate the 
return £o work of employees holding seniority, but not Presently 
working. 
10., R e t r o a c t i w i t y  , . ." =.  . 

The. po.ssible retroactive application, o~ any of.. these, provisions 
should be a matter for.n.egot.iation betwe.en.the pa.rties. 



SUMMARY OF RECOMMENDATIONS 

The Board recommends that the dispute committed to its investi- 
gation be resolved in the following manner: 

1. The Organization's notice of December 23, 1957, should be 
withdrawn. 

2. The parties should negotiate a comprehensive program of em- 
ployee protection, described more fully in section V of this report. 

Respectfully submitted, 
AaT~im~ M. Ross, Ohai~w~an. 
PAUL D. I{ANLOIV, Member. 
CHARLES C. I{-I:LLIN(]SW0RTH, Member. 

WASHINOTON~ D.C. 
June 1~, 196~. 
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On behalf of the Chicago and North Western Railway Co. : 

Carl McGowan, General Counsel 
Robert Russell 
Douglas Smith 
Howard J. Treinens 
Martin Lucento 
James R. Wolfe 

On behalf of the Order of Railroad Telegraphers: 

Lester P. Schoene, General Counsel, 
Order of Railroad Telegraphers 

E. L. Oliver, Economic Advisor, 
Labor Bureau of the Middle West 

Jack Fry, Assistant Economic Advisor, 
Labor Bureau of the Middle West 

G. E. Leighty, President, 
Order of Railroad Telegraphers 

A. O. Olson, Vice President, 
Order of Railroad Telegraphers 

R. C. Williamson, General Chairman, System Division 
l~o. 76, Order of Railroad Telegraphers 

Lloyd A. Craig, General Secretary and Treasurer, 
System Division No. 76, Order of Railroad Telegraphers 

J. W. Smith, General Chairman, System Division No. 4, 
Order of Railroad Telegraphers 

O. F. Bjorklund, General Secretary and Treasurer, 
System Division No. 4, Order of Railroad Telegraphers 
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A P P E N D I X  B 

EXECUTIVE ORDER 

CREATING AN E]M:ERGENCY BOARD TO IN'VF_,STIOATE DISPUTES BETWEEN" THE 

CHICAGO AND NORTH WESTERN RAILWAY CO., THE FOR~ER CHICAGO, 

ST. PAUL, ~I:IN"NEAPOLIS ANn OMAHA RAILWAY CO., NOW A PART 0F THE 

CHICAGO AND NORTH WESTERN. RAIL~VAY CO. BY M'EROER, AND CERTAIN" 

OF THEIR EMPLOYEES 

W-HEREAS disputes exist between the Chicago and North Western 
Railway Co., the former Chicago, St. Paul, Minneapolis and Omaha 
Railway Co., now a part of the Chicago and North Western Railway 
Co. by merger, and certain of their employees represented by the 
Order of Railroad Telegraphers; and 

WHEREAS these disputes have not heretofore been adjusted under 
the provisions of the Railway Labor Act, as amended; and 

WHEREAS these disputes, in the judgment of the National Media- 
tion Board, threaten substantially to interrupt interstate commerce 
to a degree such as to deprive a section of the country of essential 
transportation service : 

NOW, THEREFORE,  by virtue of the authority vested in me by 
section 10 of the Railway Labor Act, as amended (45 U.S.C. 160), 
I hereby create a board of three members, to be appointed by me, to 
investigate these disputes. No member of the board shall be.pecuni- 
arily or otherwise interested in any organization of railroad employees 
or any carrier. 

The Board shall report its findings to the President with respect 
to these disputes within 30 days from the date of this order. 

As provided by section 10 of the Railway Labor Act, as .amended, 
from this date and'. for 30 days after the board has made its report 
to thePres~clent, no change, except by agreement, shall be made by 
the carriers, or by their employees, in the conditions out of which 
these disputes arose. 

(Signed) JOHN F. KEN.N"EDY. 
Tr~E WHITE HousE, 

April 23, 196~. 
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