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A. UnC.raployment Compensation Under Present Lav'
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BENEFITS UNDER EXISTING UNEMPLOYMENT COMPENSATION PROGRAMS

Benefit duration ' Funding 2 When in effect

Regular State programs......

Federal-State extended ben-
ef its.

Emergency
benefIts.

unemployment

1st to 26th week of un-
employment.

27th to 39th week of un-
employment.

(a) 40th to 52d week of
unemployment.

(b) 53d to 65th week of
unemployment.

100 percent from State
unemployment ac-
counts.

50 percent from State,
50 percent from Fed-
eral unemployment ac-
counts.

(a) 100 percent from
Federal unemploy-
ment accounts.

(b) 100 percent from
Federal unemploy-
ment accounts.

At all times.

High level of insured un-
employment-nationally
or in specific State.

(a) Temporary program:
expires Mar- 31,
1977; effective only
when extended pro-
gram in effect and
tate insured unem-

ployment rate is at
east 5 percent.

(b) Same as (a) but effec-
tive only if State in-
sured unemploy-
ment rate exceeds is
at least 6 percent.

I Based on maximum duration of benefits (26 weeks in most
States for regular program). Persons with less substantial work
history may qualify for shorter durations.

2 Repayable loans from general
shortages in these accounts.

revenues are available to cover

Program
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L Description of the Present Unemployment Insurance Program

Unemployment insurance is a Federal-State system dt-sigied to
provide temporary wage loss compensation to workers as protection
against the economic hazards of unemployment. Funds accumulated
from payroll taxes permit payment of benefits to unemployed insured
workers.

TILE STATUTES

The unemploymytent insurance stein in this country i. the product
of lFderal and State l gislatiom. .Abmut ;7l percent of wag,, and salary
workers are covered 1 v the Federal-State system e.,t:,lied by ti,,
Social Security Act. 'l'he Federal taxin!Z 1,iovision,' are in the Fed-
eral Unemploy'ment Tax Act, cliapter 23 of the Internal P.evenue
('ode (FUTA). Railroad workers are covered by a separate Federal
lrlrgram. Veterans with recent service in the Arned For'es and
v'ivilian FIederal emilo~vees are covered lv a Federal p)rograin. ihap-
ter 85. title 5. United! States Code, with the States paving benefits as
agenits of the Federal (jov-rninent.

"l'ie F'ederal provisions in the So,.ial Security Act and the Federal
Vnemployment Tax Act e~tahlish tile framework of the sv.qem. If a
State law iteets mininmui Federal requirements. (1) emp'lloyers re-
ceive a '2.7-percent credit against tlhe 3.2-percent Federpll payroll tax,
and (2) the State is entitled to Federal grants to cover all the neces-
sarv costs of administering tile program.

Section "'3'04 ,f the Internal Revenuie ('ode of 1954 provid-e- that
tle Secretary of Labor shall approve a State law if under the State
]a W

(1) compensationon is paid through llpl)lic enlployu:uent ofitees or
other apl)ioved agencies:

(2) All of the funds collected under the State program are de-
p~osited in tile Federal Uinemployment Trust Fund (title IX of
the Social Security Act pr'.4'rilx.s the distribution of tile tax
among the various accounts of the trust fund)

(3) All of the money witldrawn fromt tile uenemployme•it fhnd
is used to pay unemployment compensationn or to refund aituoututs
erroneously paid into tile Fund:

(4) Compensation is not denied to anyone who reftvse, to ac-
cept work becnuiie the job is vacant as the direct result of a labor
disp)tte. or because the w.),,..,;s hours or conditions of work are sub-
standard. or if as a ,ondlit i(1 of enlhployment. the individual would
have to join a comnp:mty union or resign from or refrain froI join-
ing a lalbor union:

(5) Compensation is paid to employees of FUTA tax-exempt
nonprofit organizations who employ 4 or more workers in each
of 20 weeks of the calendar year and of State hospitals and in-
stitutions of higher education (with specific limitations on benefit
entitlement for teachers. researchers, and administrators in in-
s.titutions of higher education) :

(6) Compensation is not payable in 2 successive benefit years
to an individual who has not worked in covered employment after
the beginning of the first benefit year;
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(7) Compensation is not denied to anyone solely because he is
taking Ipart in an approved training program;

(8) Compensation is not denied or reduced because an in-
dividual's claim for benefits was filed in another State or Canada:

(PJ) The only reasons for cancellation of wage credits or total
benefit rights are discharge for work-connected misconduct, fraud
oJr rceeip~t of disqualifying income;

(10) Extended compensation is payable under the pro!iAions
of the Extended Unemployment Compensation Act of 1970;

(11) The State participates in arrangements for combining
wages earned in more than one State for eligibility and benefit
purpo.•es:

(12) Each political subdivision of the State may elect to cover
ewlployees (not otherwise covered under State law) of hospitals
anil imwititutions of higher education operated by the subdivision;

(13) Reduced rates are permitted employers only on the basis
of their experience with respect to unemployment; and

(14) Nonprofit organizations are permitted to finance benefit
costs bv the reimbursement method.

An employer is subject to the Federal unemployment tax if, during
the current or preceding calendar year, he employed one or more
individuals in each of at least 20 calendar weeks or'if he paid wages
of .$L.-40f or more during any calendar quarter of either such year.

Taxable wages are defined as all remuneration from employment
in cash or in kind with certain exceptions. The exceptions include
earnings in excess of $4.200 in a vear, payments related to retirement,
dis-ability, hospital insurance, et cetera.

Employment is defined as service performed within the United
States on or in connection with an American vessel or aircraft, and
service performed outside the United States for an American em-
ployer. This service, however, is subject to a long list of exceptions
which ,.-enerally coincide with the provision of law relating to the
definition of employment for purposes of the old-ange, survivors and
disability insurance program (title II of the Social Security Act and
chapter 21 of the Internal Revenue Code of 1954). Major exceptions
are agricultural and domestic employment and most employment for
State and local governments.

Title III of the Social Security Act provides for payments from
the Federal unemployment fund io the States to meet the necessary
cost of administering the unemployment compensation programs in
the States and the costs of operating their public employment offices.
Under this title, the grants are restricted to those States that have
been 'ertitie,1 by the Secretary of Labor as providing:

(1) 'Methods of administration (including a State merit sys-
tern) which will insure full payment of unemployment compen-
sation when due;

(2) Unemployment compensation payment through public
employment offices or through other approved agencies;

(3) For fair hearings to individuals whose claims for unem-
plovment compensation have been denied;

(4) For the payment of all funds collected to the Federal
Unemployment Trust Fund:
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(5) That all of the money withdrawn from the fund will be
used either to pay unemployment compensation benefits, exclusive
of administrative expenses or to refund amounts erroneously paid
into the fund; except that, if the State law provides for the
collection of employee payments, amounts equal to such collec-

*tions may be used to provide disability payments;
(6) For making the reports required by the Secretary of

Labor;
(7) For providing information to Federal agencies admini.-

terina public work programs or assistance through public
employment:

(8) For limiting expenditures to the purposes. and amounts
found necessary by the Secretary cJ Labor: and

(9) For repayment of any funds the Secretary of Labor deter-
mines were not spent for unemployment compensation purposes
or exceeded the amounts necessary for proper administration of
the State unemployment compensation law.

FINANCING THE PROGRAM

'Under the provisions of the Internal Revenue Code. a tax is levied
on covered employers at a current rate of 3.2 percent on wages up to
$4.200 a year paid to an employee. The law. however, provides a
credit against Federal tax liability of 2.7 percent to employers who
pay State taxes under an approved State unemployment compensation
program. This credit is allowed regardless of the tax paid to the State
by the employer. Because all of the States now have an approved
unemployment compensation program. the effective Federal tax is
0.5 percent. This Federal tax is used to pay all of the administrative
costs, both State and Federal, associated with the unemployment
compensation programs. to provide 50 percent of the benefit.; paid
under the Federal-State Extended Unemployment Compensation Act
of 1970, to pay the costs of benefits under the Emergency ITnemploy-
ment Compensation Act of 1974, and to maintain a loan fund from
which rn individual State may borrow (title XIT of the Social S*ecui-
rity Act) whenever it lacks funds to pay the unemployment compen-
sation benefits due for a month. In order to a.sure that a State will
repay any loans it secures from the fund, the law provides that when
a State has an outstanding loan balance on Januarv I for 2 consecutive
years, the full amount of the loan must be repaid by November 10
of the second year or the Federal tax on employers in that State will
be increased -for that year and further increased for each subsequent
year that the loan has not been repaid. Under a provision of Public
taw 94-45 a 3-year (1975, 1976, and 1977) suspension of the increases
in tax rates is permitted for a State which the ,cretary finds has taken
appropriate steps (a) to restore the fiscal soundness of its program and
(b) to provide for repayment of outstanding loans within a reasonable
period of time.

All States levy taxes on employers within the State. Three States
(Alabama, Alaska, and New Jersey) also collect contributions from
employees. These taxes are deposited by the State to its account in the
unemployment trust fund in the Federal Treasury, and withdrawn as
needed to pay benefits. On December 31, 1975, the total reserve of the
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37 States which had not exhausted their reserves was $4.4 billion. The
other 15 States were supplementing their State unemployment tax col-
lections with loans from the Federal account in order to meet benefit
payments. As of August 15, 1976, the number of States exhausting
their reserves had increased to 21, which at that time had borrowed
$3.1 billion.
Standard ratei

The standard rate of contribution under all but eight State laws is
2.7 percent. In New Jersey. the standard rate is 2.8 percent; Hawaii,
Ohio, and Nevada, 3; and Montana, 3.1. In Nevada the 3 percent
rate applies only to unrated employers. In Idaho the standard rate is
2.1 percent if the ratio of the unemployment fund to the total payroll
for the fiscal year is 4.75 percent or more; when the ratio falls below
this point, the standard rate varies between 2.3 and 3.3 percent. Kan-
sas has no standard contribution rate, although employers not eligible
for an experience rate, and not considered as newly covered, pay at
the maxinmm rate.
Federal requriments for experenwe rating

The Federal law initially allowed employers additional credit for a
lowered rate of contribution if the rates were based on not less than 8
yeIars of "experience with respect to unemployment or other factors
bearing a direct relation to unemployment risk." In 1954 the 3-year re-
quirement was relaxed and States were permitted to assign a reduced
rate, h•,awd on their "experience," to new and newly covered employ-
ers who had at least 1 year of experience immediately preceding the
computation date. Sinci 1970, States may also grant reduced rates (but
not lesq than 1 percent) for newly covered employers.
Safe requhrements for eZperienee rating

All State laws. except Puerto Rico. provide for a system of experi-
ence rating by which individual employers' contribution rates are var-
ied from the standard rate oil the basis of their experience with the
amount of unemployment encountered by their employees.

In most States 3 years of experience with unemployment ineans
more than 3 yeair of coverage and contribution experience. Factors
affecting the time required to become a qualifiedd" employer include
(1) the coverage provisions of the State law ("at any time" vs. 20
weeks); (2) in States using benefits or benefit. derivatives in the ex-
perience-rating formula, tle type of base period and benefit year and
the lag between these two periods, which determine how soon a new
employer may be charged for benefits; (3) the type of formula used
for rate determinations; (4) the length of the period between the (late
as of which rate computations are made and the effective date for rates.
Tarable wage base

Twenty-two States have adopted a higher tax base than the $4.200
now provided in the Federal Unemployment Tax Act. In all States an
employer pays a tax on wages paid to each worker within a calendar
year up to the amount specified in State law. In addition, most of the
States provide an automatic adjustment of the wage base if the Fed-
eral law is amended to apply to a higher wage base than specified
under State law.
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As a result of the many variables in State taxable wage base and tax
rates, benefit formulas and economic conditions, actual tax rates vary
greatly amnong the States and between individual employers within a
State. In 197t6 the estimated average tax rate for all the States was
2.5 percent of taxable wages, ranging from a high of 4.7 percent in
Maýsachusetts to a low of 0.6 percent in Texas, both on a taxable wage
base of q.200. Tax rates as a percentage of total wages rantled froi i a
high of 3 percent in Puerto Rico to 0.3 percent in Texas. The national
average tax rate, as a percentage of total wages was 1.2 percent.

COVER.\GE

The Federal ULnemploymnent Tax Act alpjlics to euiiiplovcrs who
employ one or imore employees in coverel enlljloy'iniiit in at lcaht 241
weeks in the current or preceding calendar year or who pay wages of
$1,500 or more during any calendar quartet of the current or lnreced-
ing calendar year. State legislatures tend to cover -nmijloversl or ell{
ployinent :.lubject to the Federal tax bc'auie. while there is 1ii)
coinliul.-ion to do so, failure to do so is of no advantage to the State and
it (li.idvahtage to the emiployers involved. While States generally
cover all empllovnment which is subject to flhe Federal tax, they alh.-o
cover ,;Olme employment which is exempt fromn the tax.

Although the extent of State coverage is greatly influenced by the
Federal statute, each State is. with a sinigh, exception. free to deter-
mine the employers who are liable for contributions and the workers,
who accrue rights under the laws. The sole exception is the Federal
requirement that States provide coverage for iiiiployees of -ilLD_:

rofit organizations and of State hospitals and institutions of higher
earnings even though such employment is exeinIJt front FUTA. Cov-

erage is generally defined in ternis of (a) the size of the employing
unit's payroll or the number of (lays or weeks worked during a calell-
dar year. (b) the employment relationship between the workers, and
the emnployer, and (c) the place where the worker is employed. Cover-
age under the laws is limited by exclusion of certain types'of employ-
mnent. In lno4t States. however. coverage can be extended to excluded
worker.i under provisions which permit voluntary election of coverage
by employers.

Thirty-one States have adopted the Federal definition of employer:
that is. a quarterly payroll of $1.500 in the calendar year or preceding
calendar year or'one worker in 20 weeks. Eight S-tates provide the
broadest pozsible coverage by including all employers who have any
covered service in their employ. The other States Ilave reqiirenments of
less than 20 weeks or payrolls other than $1.500 in a calendar quarter.

EMCL.USIONS FROM COVERAGE

rie folowi nlv ty'les. of eillipovulineit s1"e .felvi'-al exenilJ frli vov-
':i'.re uliad,'v FI'T.A. Altlionifh certain State- have provided coverage

for .:ome of the excluded service..
(1) .. lqrk';i-/,r, labor.-St-ate laws generally exclude agricultural

labor from coverage, except in five States.
(2) Domrstirt erriee.-Four States cover personal or domestic serv-

ice in private homes, college clubs, or fraternities. The remaining
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States exclude dome.,ic service in private homes and mo-t of them
exclude college clubs, fraternities, and w.rorities.

(3) Service for relatlees.-All Statei exclude service for an em-
ploy•er by his spouse or minor child and, except in New York. service
of an individual in the employ of his son or daughter.

(4) I:'xrempt nonprofit' orla/I;z-t4iooo, State hospitals. oid m~/ot.-
l;ons of Ahgher edttko..A.Ithngh the 1970 aiieiidinents i 'wovi.led
coverage of certain services Ix-rforme(1 for nonprofit or,.an za [ions

4ndi for State hospitals and in..-titutions of higher education. thle
amendments permit the States to exclude certain services from State

oV.,erage. -Services ierforned for a .liur'h. convent ion. or aW-o.iatioll
of c'hurchies. or an organization operated primarily for religious lir-

j )o.,es may be exempt. Al-o the State may exempt $erviccs PrfornIaed
lvy a ( ii:v ordained. commis.-ioned. or licensed minister or a nteinber of
a religious order; in the employ of a school which is not an inistitiltion
(if hiigidr edu,'ation: by the einetficiaries of the program in a facility
e.,l 1ictrimig a program of rehabilitation for persons who:e earning,
valpa.it.y is impaired or in a Government spon.iwed work-relief or
work-training program : or by inmates of correctional in4titut iins (,III-
ployed in a hospital connected with the institution.

(5) Sr•nice of students and spous, s of studE , s.-Prior to the 1971)
tillWildnif.inlts, Service in the employ of a school. college or univer-itv by
a student enrolled and, regularlv atten(ling classes at such .,,eheol was
exclided from the FUTA definitionn of employment. The 1970 amaend-
mn,.ts retained this exclhision and also excluded service performed
after t)cendlwr 31. 1969, by a sthudhntS t's louse for the school. college
or university %t which the student is enroll led andi regularlv attending
cla:.'es, provided the spouse's employment is uniler a program desifirned
to give financial assistance to the student, and the spou:e is advi-ed
that the employment is tinder such student-assistance program and is
not covered by any pro,,ramn for unemployment insurance. AI.o ex-
cluded after Ijecember 31, 1969. is service performed for an employer
other than a school, college, or university by a full-time student under
the age of 2.2 in a work-study program provided t. -it the .ervhce is
an intetgral part of an edmcat ional program.

(6) Serce of ipaWet-ts for hospitals.-The 1970 amendments ex-
cluded from the FUTA definition of employ ient service performned
for a hospital after 0)eeemnber 31, 1969, by patients of the ho~pital.
Such service may be excluded from coverage under the State law
whether it is performed for a hospital which is operated for profit or
for a State hospital which must ke covered under the State law.

(7) Serveke for Federal b#struwntal'tw*s.-An amendment to the
FT I'A, effect i (e wit It respect to services performed after 1961. permIits
States to cover Federal iiiitruinemtalities which are neither wholly noor
partially owned loy the United States. nor exempt from the tax in-
posed under section 3301 of the Internal Revenue Code lby virtue of
any other provision of law which specifically refers to such section of
the (Code in granting such exemptions. All States except New Jersey
have provisions in their laws that permit the coverage of service per-
formed for such wholly privately owned Federal instrumentalities.

(8) Servce for State anr! local governments.-Although the Fed-
eral act requires that certain service for State hospitals and State in-
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stitutions of hitzher education be covered under the State law, it con-
tinues to exclude from coverage other service performed for State and
local governments or their instrumentalities.

All States cover at least those categories of workers required to Ibe
covered under the Federal law and moost States provide some foriml of
coverage for other State and local government workers. About one°
half of the States provide mandatory coverage for all State employees.
and Ierimit election of coverage by municipal corj rations or other
local government subdivi..ions. Seve-ral States, in addition to covering
their own govermninemt workers., also provide mandatory coverage for
SJx-cial groups of workers employed by their instruinentalities or po-
liti'al subldivisionLs.

(9) Maritime wirkers.-The FUTA and most State laws initially
excluded maritime workeIs, principally because it was thought that
the Constitution pnIvented the States from covering such workers.
Supreme Couit decisions in Standard Predyhgfq Cor orafion v. Mur-
phy and Internatiowd 'le,.ator CoW pany v. M uiThy, 319 U.S. 3;06
(19-1"3. were interpreted to the effect that there is no such bar. In 1946
the FI'TA was amended to I.rinit any State from which the opera-
tions of an American vessel operating on navigable waters within and
without the United States ane ordinarily regularly supervised,
managed. directed, and controlled, to require contributions to its un-
employiment fund under its State unemployment compensation law.
Most States now have such coverage.

(10) Coverage of service by reason of Federal coverage.-IMot
States have a provision that any service covered by the FUTA is
employment under the State law. This provision would permit im-
mediate coverage of excluded workers if the Federal act were amended
to make their employment subject to the Federal tax. Many States
have added another provision that automatically covers any service
which the Federal law requires to be covered.

(11) Voluntary coverage of excluded employments.-In all States
except Alabama. Massachu.stts, and New York, employers. with the
approval of the State agency, may elect to cover imost types of ema-
ploymnent which are. exempt under their laws. The Massachusetts law,
however, does permit services for nonprofit organizations to be covered
on an elective basis and the New York law permits employers to elect
coverage of agricultural workers under certain conditions.

(12) Self-employment.-Employment, for purposes of unem ploy-
ment insurance coverage, is employment of workers who work for
others for wages; it does not inhlide self-employment. One exception
has been incorporated in the California law. An employer of covered
workers in a nonseasonal industry may apply for coverage of his own
services: if his elk.ion is approved, his wages for purposes of con-
tributions and benefits are deemed to be $2,748 a quarter, and his con-
tribution rate is fixed at 1.25 percent of wages.

BENEFIT RIGHTS

There are no Federal standards for benefits, qualifying require-
ments, benefit tanounts, or duration of regular benefits. Hence there is
no common pattern of benefit provisions comparable to that in cover-
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age and financing. The States have developed divenae and complex for-
mulas for determining workers' benefit rights.

Under all State uneinplo]rnent insurance laws, a worker's benefit
rights depend on his experience in covered employment in a pabt
period of time. called the base period. The period during which the
weekly rate and the duration of benefits determined for a given worker
apply to him is called his benefit year.

The q ualifying wage or employment provibions attempt to measure
the worer's attachnient to the labor force. To qualify for benefits as
an insured worker, a claimant must have earned a specified amount of
wages or must have worked a certain number of weeks or calendar
quarters in covered emlployment within the base period, or must have
met some combination of wage and employment requirements, lie must
also be free from disqualification for causes which vary among the
States. All but a few States require a claimant to serve a waiting
period before his unemployment may be com pensable.

All States determine an amount payable for a week for total unem-
ployment as defined in the State law. Usually a week of total unem-
ploy•nent is a week in which the claimant performs no work and
receives no pay. In a few States, specified snall amounts of odd-job
earnings are disregarded in determinm"ig a week of unemployment. In
most States a worker is partially unemployed in a week of less than
full-t ime work when he earns less than his weekly benefit amount. The
benefit payment for such a week is the difference between the weekly
benefit amount and the part-time earnings, usually with a small allow-
ance as a financial inducement to take part-time work.

The maximum amount of benefits which a claimant may receive in a
benefit year is expressed in terms of dollar amounts, usually equal to a
specified numlx-r of weeks of benefits for total unemployment. A par-
tially unemployed worker may thus draw benefits for a greater number
of weeks. In several States all eligible claimants have the same poten-
tial weeks of benefits; in the other States, potential duration of benefits
varies with the claimant's wages or employment in the base period, up
to a specified number of weeks of benefits for total unemployment.
Qualifying iragis ,wul cmploynent

All States require that an individual must have earned a specified
aimiount of waages or muist have worked for a certain period of time
within his ba.-e period, or both, to qualify for benefit. The purl.ose
of such qualifying requirements is to restrict benefits to covered
workers who are genuinely attached to the labor force.

(1) Mldti;ple of the weekly benefit or h;gh quarter wages.-Some
States express their earnings requirement in ternis of a specified mul-
tiple of the weekly benefit amount. Such States have a weekly benefit
formula based on high-quarter wages. Most of the States With this
type of qualifying requirement add a specific requirement of wages in
at least two quarters which applies especially to workers with large
high-quarter earnings and maximum weekly benefits. Many of the
States with a high-quarter formula have an additional requirement ofa specified minimum amount of earnings in the high quarter. Such
provisions tend to eliminate from benefits part-timfle and low-paid
workers whose average weekly earnings might be less than the State's
minimum benefit.
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(2) Flat #u1lfui'iiy a,,,ouit.-States with a flat mininiuli qualify-
illn" amount inciuJae nmot States with an ainual-wage formnala for de'-
terimining the weekly benefit and some States with a high-quarter wag!e
lbenelit formula.

In all the.w States any worker ,ariiinzg the slpeeified amount ,Ir 111011
within the ba.e period is entitled to s-oine bAenefits. Of tihe Stat,.. with
a flat qualifying amount and a high-quarter formula. al•mt .nalf re-
, inre wages ini more than one quarter to qualify for any I lefei::s. ( )tilers
(1o not require any wrages in a quarter other ihan the high 'j'marter to
qualify for lA-netits.

(J) We• As of if diioyment.-More taian one-fiiKrth of Hlit. S"t:uies re-
(Iuire lirt an inldividiiual miust iave worked! a specified! iJmuijilr (if weeks
with i at lea.t a slMocitied weekly %%age.

( '; ) 1m, 9, /fy1,9 r, lit; ,1tq.-All States that have a lag 1et wee
tile base periodI and bLenefit year plae liiuitations oin tilt- 11-- of lag-
j riod wagets for tie iuurixe of qjualifyinug for lwnefits in the0 :,.v(o'u,!KIKil(tit year. '[lie )iirl):-e of t he.-4 :-ljCi:tl ,)l - ions i! to pi e1%4ut 1 ine-
fit emit it lenient iin :2 su,,.:.-Ci l .t'iiit years following a :i,.hl -Mlara-
tioli from work.
1l'a~l;,.q pi-Krod

The vait ilig period is I weck tif total oir partial uineimplvme'intt in
which tlie s•irker ,nust hiave beenh ot erwi.-,. eligible for Ihetnielits.
All except I0 States rvequire a waiting li.riotl of I week (if total un-
e(iiloynent before be-nefits are payable.

Bt m fit 1 7iyblad! and d,,xqutd;flcat;on
All Stane laws lrovwide that, to receive lWbefits•, a clainmnt inu-t be

alile to work, mu:tr be seeking work and i:iu-t be av-ailable for work.
A.I• lie nil st ie fr'.e fro 'm• dli(Jlulificat lion for su,'h acts as voluntarv
leavin. V itliot nood cai.--e. (liseharge for liis.condm(lt Coje(,t4il Witih
the work. and refu-al of :iuitaable work. '[lie purpose of thies.-- liro;vi-
-iouis is to limit iayuinents to w-orkers unemziployed priniarIly as a I esult
of (.,.qiu u Cail-e1S.

In all States. ciaimanti who are held ineligible for benhtfis because
of iuiabilitv to woi k. imavailahbilitv for work. refui•sal of .iuitalih. work.
or hiisqual'ification. are entitled to a notice of d(etermination and an
appeal from the determination.

., : fit populationn
(i) 11' I Au'l ho it# fit ,11' iint.-A- l States excep)t New York i•:ia-ure

Utim'enlovnilnt in teruis of weeks. Thle majority of States ,hcter,.mine
eligibility for uneniplovment benefits on the basis of the calendar
week t Sunday through ihe following Saturday) ; the rest tpa% benefits
on the basis oif a flexible week. which is a period of 7 consec.utive days
b,-tginning.- with the first day for which the claimant leconmmes eligible
for the payment of unemlployment benefits. In New York. u1,elnplov-
uint is liieas.ured in days and benefits are paid for each accumulation
of "'effective days" within a week.

(2) Form Wits for computing weekly benefitu.-Under all State laws
a weekly lbnefit amount, that is, the amount payable for a week of
total unemployment, varies with the worker's past wages within cer-
tain uininhumn and( maximum limits. The period of past wages used
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and the formulas for compjuting benefits front these pa)3t wages vaiy
,1,r.atIly among the States. In iuo t of the States the formula is 1k.•ige, . I

to coil lpl.sutte for a fraction of the full-time weekly wage; i.e.. for a
fraction of wage loss, within the limits of minimum tanI maximlumiti
benefit amoujits. 1.verai States provide additional allowanv.s fr cer-
tain tylx',, of delmindents. Most of the States use a formula wliwich Iuas-s
Ibenefits on wages in that quarter of the ba.-e period in %vini,.h wagvs
were higlie.t. This calendar quarter ham lv'en selected :v- the lmriod
which iiifj:.t nearly reflects full-time work. A worker's u,.ekl hkndlit
rate, intteded to . present. a certain propiaortion of av,.nr.ge* %%eekly
wages in the higher quarter. is copiuted directly from these wages. It
13 :States the fraction of high-,uarter wages is 1,26. Bti wee.l the mini-
titum 111d (1 axintum lieKetit amounts, this fraction gives workers with
13 full neeks tof employment in the high quarter 50 pei,:.'nt of their
full-time wages. Some States provide a variable fraction (f wages
whih gives a higher perventag( to lower-paid workers than to tho.-e
16ith hi-1lher eva rIings lu' '.

75-T762 -- T76-•2
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WEEKLY STATE UNEMPLOYMENT COMPENSATION BENEFITS
FOR TOTAL UNEMPLOYMENT

State

Alabama
Alaska .....
Arizona.Arkansas...
California ...

Colorado..
Connecticut ....
Delaware ........
District of

Columbia....

Florida ......
Georgia.....
Hawaii......
Idaho.
Illinois.
Indiana.... .

Iow a ....... .....
Kansas .........
Kentucky .......
Louisiana .......
M aine ...........

Maryland .......
Massachusetts..
Michigan .......
Minnesota.....
Mississippi.

M issouri ........
Montana ........
Nebraska........
Nevada ..........
New Hampshire.

New Jersey....
New Mexico....
New York ........
North Carolina..
North Dakota....

Weekly benefit amount I

Average
(calen-

Mini- Maxi- dar year
mum mum 1975)

$15
'23
15
15
30

$90
'120' 85

100
104

$61
74
69
59
68

Required total earn-
ings in base year'

For
mini-
mum

benefit

$522
750
562
450
750

For
maxi-
mum

benefit

$3,491
8,500
2,906
3,169
3,308

25 114 81 750 3,420
'20 ' 165 76 600 4,400
20 125 73 720 4,500

'14 139 93 450 4,761

10
27
5

17
15
35

10
25
12
10
17

'13'20
'18
18
10

15
12
12
16
14

20
16
20
15
15

82
'90
112
99

'135
115

116
101
87
90

119

89
' 152
' 136

113
80

85
94
80
94
95

96
78
95

105
107

62
61
78
65
78
64

74
65
64
62
57

73
73
81
69
48

66
58
65
71
61

76
55
73
59
61

400
972
150
520

1,000
500

600
750
344
300
900

360
1,200

350
648
360

450
455
600
528
600

600
501
600
565
600

3,240
3,240
3,360
3,185
3,168
2,850

2,410
3,030
2,736
2,700
1,977

3,168
3,926
3,150
4,050
2,880

2,550
3,653
2,100
3,488
7,800

2,850
2,503
3,780
4,076
4,280

See footnotes at end of table.

Mini-
mum

Iwork in
base
year

(weeks)I

2Q
2Q
2Q
2Q

2Q

2Q

20

2j

18
2Q28

2Q
2Q

2Q
2Q
28
2Q

20

28
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WEEKLY STATE UNEMPLOYMENT COMPENSATION BENEFITS
FOR TOTAL UNEMPLOYMENT-Continued

Required total earn-
Weekly benefit amount ' ings in base year ' Mini-

mum
Average For For work in
(calen- mini- maxi- base

Mini- Maxi- dar year mum mum year
State mum mum 1975) benefit benefit (weeks)'

Ohio ............. '$16 '$150 $79 $400 $5,960 20
Oklahoma ....... 16 93 56 500 3,588 20
Oregon .......... 28 102 66 700 8,120 18
Pennsylvania.... '18 '133 81 440 4,920 2Q
Rhode Island.... '31 120 68 920 3,620 20

South Carolina.. 10 103 62 300 3,978 20
South Dakota .... 19 89 59 590 2,826 20
Tennessee.. 14 85 57 504 3,060 20
Texas.......... 15 63 54 500 2,325 20
Utah ............ 10 110 69 700 2,954 19

Vermont ......... 15 96 67 600 3,820 20
Virginia ......... 20 103 66 720 3,708 2Q
Washington ..... 17 102 71 1,550 2,619 416
West Virginia.... 14 128 59 700 13,250
Wisconsin ....... 23 122 80 748 4,114 17
Wyoming ........ 10 95 64 800 2,350 20
Puerto Rico..... 7 60 40 150 1,800 2Q

'Amounts include dependents' allowances in 11 States which provide such
allowances (in the case of minimum Lenefits the table assumes I dependent).

For a worker with no dependents, the maximum weekly benefits in these States
are: Alaska: $90; Connecticut: $110; Illinois: $106; Indiana: $69; Massachusetts:
$101; Michigan: $97; Ohio: $95; Pennsylvania: $125; and Rhode Island: $100.

' In some States larger total earnings may be required in order for the benefits
to be paid for the maximum number of weeks. See table 3.

3 Number of weeks of work in base year required to qualify for minimum benefits.
"2Q" denotes that State directly or indirectly requires work in at least 2 quarters
of the base year.

4 Alternative requirement is 600 hours of employment.

Note: Data in table correct as of August 1976.

Puration of benefit.
(1) U'niform duration of bc'rfit.--Nine State laws have uniform

duration and allow potential benefits equal to the same multiple of
the weekly benefit amount (-10 weeks in Puerto Rico, 30 weeks in
Pennsylvania. and 26 weeks in the other seven States) to all claim-
ants who meet the qualifying-wage requirement.
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(2) Formula8 for rariable duration.-The other State laws provide
a maximum potential duration of benefits in a benefit year equal to
a multiple of the weekly benefit (26 to 39 weeks of benefits for total
unemployment), but have another limitation on annual benefits. For
example, benefits payable may be limited to a specified percentage of
total base-period earnings or the limit may be based on the number
of weeks worked in the base period.

(3) Minimum weeks of beneflts.-In four States with variable
duration and a high-quarter benefit formula, a minimum number of
weeks duration (10 to 15) is specified in the law. In other States the
minimum potential annual benefits result from the minimum qualify-
ing wages and the duration fraction or from a schedule.

(4) .faxinmum weeks of benefit8.--.Maximum weeks of benefits vary
from 20 to 39 weeks, most frequently 26 weeks.

In two States. duration may be extended for those claimants who
are taking training to increase their employment opportunities, in
each case for up to an additional 18 weeks. In another State. benefits
under the State's extended benefits program may be paid to claimants
during periods of retraining.

DURATION (IN WEEKS) OF REGULAR UNEMPLOYMENT
BENEFITS'

Earnings in
base year

Minimum Maximum required for
potential potential maximum

State duration duration benefits 2

Alabama ................ 11 25 $7,019
Alaska ..................... 14 28 8,500
Arizona .................. 12 26 6,629
Arkansas ................ 10 26 7,797
California ............... 12 26 5,406

Colorado ................ 7 26 11,752
Connecticut ............. 26 26 3,813
Delaware ................ 17 26 6,498
District of Columbia ..... 17 34 9,452
Florida .................. 10 26 8,425

Georgia ................. 9 26 9,358
Hawaii .................. 26 26 3,360
Idaho .................... 10 26 8,281
Illinois .................. 26 26 3,012
Indiana ................. 4 26 7,176

Iowa ..................... 10 39 9,048
Kansas .................. 10 26 7,875
Kentucky ................ 15 26 6,785
Louisiana ............... 12 28 6,298
Maine ................... 11 26 6,161

See footnotes at end of table.
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DURATION (IN WEEKS) OF REGULAR UNEMPLOYMENT
BENEFITS '--Continued

Earnings in
base year

Minimum Maximum required for
potential potential mimauxm

State duration duration benefits'

Maryland ................ 26 26 $3,168
Massachusetts .......... 9 30 8,414
Michigan ................ 11 26 5,600
Minnesota .............. 13 26 8,325
Mississippi .............. 12 26 6,237

Missouri ..... * .......... 8 26 6,630
Montana ................ 13 26 3,653
Nebraska ................ 17 26 6,180
Nevada ..... ............ 11 26 7,329
New Hampshire ......... 26 26 7,800
New Jersey .............. 15 26 4,988
New Mexico ............. 18 30 3,898
New York ............... 26 26 3,780
North Carolina .......... 13 26 8,190
North Dakota....... 18 26 7,490

Ohio ... ............... 20 26 4,888
Oklahoma ............... 10 26 7,251
Oregon ................. 9 26 8,120
Pennsylvania ............ 30 30 4,920
Rhode Island ............ 12 26 7,602

South Carolina ........... 10 26 8,031
South Dakota ........... 10 26 6,939
Tennessee .............. 12 26 6,629
Texas .................. 9 26 6,063
Utah .................... 10 36 9,352

Vermont ................ 26 26 3,820
Virginia ................ 12 26 8,034
Washington.............. 8 30 9,179
West Virginia ............ 26 26 13,250
Wisconsin ............... 1 34 10,406

Wyoming ................ 11 26 7,917
Puerto Rico ............. 20 20 1,800

Based on benefits for total unemployment Amounts payable can be stretched
out over a longer period in the case of partial unemployment.

I Based on maximum weekly benefit amount paid for maximum number of weeks.
Note: Data in table correct as of August 1976.
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IL Federal-State Extended Unemployment Compensation
Act of 1970

The Employment Security Amendments of 1970 (Public Law 91-
:173) established a permanent program to pay extended benefits during
periods of high unemployment to workers- who exhaust their basic
entitlement to regular State unemployment compensation. As a con-
dition of Federal approval of the State's unemployment insurance
program, States were required to establish the new program by Jan-
uary 1, 1972, and all States have done so. The FederalGovernment
and the States each pay 50 percent of the cost of benefits under this
program.

These extended benefits are paid to workers only during an "ex-
tended benefit" jwriod. Such a period can exist either on a national or
State basis by the triggering of either the national or the State "on'
indicator.

.ational "c " b(NYcator.-There is a national "on" indicator when
the seasonally adju.-ted rate of insured uzenuj, lovyient for the whole
Nation equIais or exceeds 4.5 percent in eacah of the 3 most recent
calendar months.

,State "on" indi.ator.-There is a State "on" indicator when the
rate of insured unemljlovmieit for the State is at least 4 percent but
Mnly if it equals or exceeds. during a moving 13-week period. 120 lxer-
cent of the average rate for the corresponding 13-week period in the
preceding 2 calendar vears.

Temporary prorisi'ons.-The permanent law provisions governing
the State and national --on" and "off" indicators have been suspended
frequently. Under the terms of the current temporary provisions.
States may elect (until I)ecember 31. 1976) to hale the national indi-
.ators based on an insured unemployment rate of 4 percent rather
than 4.5 percent. Also, until March 31, 1977, each State may elect to
base its indicator solely on tl, 4 percent insured unemployment rate
factor without regard to whether the rate is 20 percent higher than the
corresponding rate in the 2 prior years. As a practical matter, the
national rate is expected to remain above the permanent law national
indicator rate of 4.5 percent through the end of 1977.

E extended benefit peiod.-An extended benefit period in a State
b.,gins after there is either a State or national "on" indicator, and
continues, until the trigger conditions are no longer met, but the
minimum period is 13 weeks.

Benetfits.-During either a national or State extended benefit period.
the State is required to provide each eligible claimant with extended
eompen.ation at the individual's regular weekly benefit amount.
Benefits under the Federal-State program are limited to not more
than 13 weeks per individual.

Ill Emergency Unemployment Compensation Act of 1974

Public TAw 9."57'2 (the Emergency Unemployment Compensation
Act of 1974) created a new temporary emergency unemployment
compensation program. As modified by subsequent legislation, tbis
pro!,rram provides a third tier of protection for workers in States with
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high unemployment levels who exhaust their benefits under the reg-
ular State program and the Federal-State Extended Unemployment
Compensation Act.

Compensation under the program is payable in a State having an
agreement with the Secretary and experiencing the required unemploy-
ment levels, for weeks of unemployment beginning after 1974. Once
trig ered, the period during which emergency compensation can be
pald in the State will remain in effect for at least 26 weeks, but no
benefits are payable after March 31, 1977. The cost of the emergency
benefits payments will be met by repayable advances from Federal
general revenues to the extended unemployment compensation account
in the Federal Unemployment Trust Fund.

To be eligible for compensation under the Emergency Unemploy-
ment ('omelnsation Act, an individual inu-st have exhausted all rightts
to regular unemployment insurance benefits and to extended benefits.
In States with an Insured unemployment rate of 6 percent or mor,-
an eligible individual is entitled potentially to emergency benefits for
up to the number of weeks of his total regular benefit entitlement. but
not more than 26 weeks. In States with an insured unemployment rate
of less than 6 percent, emergency benefit entitlement is limited to one-
half of regular program entitlement, a maximum of 13 weeks. The
program terminates (subject to the 26-week minimum duration) when
the State insured unemployment rate falls be-low 5 percent. The weekly
benefit amount is the samne as for State regular and Federal-State
extennded compensation.

If an individual is drawing loenefits when the insured unemployment
rate drops below 6 percent, or below 5 percent, and the changes would
affect his entitlement. a special provision assures that he will receive
at least 13 weeks of additional benefits unless his entitlement would
have ended wxner even if the rate had not declined.

An individual who applies for benefits under the Emergency Unem-
ployment Compensation Act of 1974 is required as a condition of eli-
tibility to be either participating in or to have applied for a job-train-
ing program, if the Secretary of lAbor has determined that the indi-
vidual's occupational skills need upgrading or broadening.

The emergency unemployment compensation program goes into ef-
fect in a State only when extended unemployment benefits are also pay-
able in the State. However. the extended program is currently "trig-
gered on" in all States since the mandatory national "on" indicator of
4.5 percent has been exceeded, and this situation is expected to continue
well beyond the March 31, 1977, expiration date of the emergency
benefits program.
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STATE INSURED UNEMPLOYMENT RATES FOR EXTENDED/
EMERGENCY BENEFITS

Below 5 percent (regular and 5 to 5.9 percent (emer. 6 percent and over
extended benefits only. 39 week gency benefits up to (emergency benefits up
maximum) 52d week) to 65th week)

Colorado
Delaware'
District of Columbia
Florida'
Georgia'
Idaho'
Indiana
Iowa '
Kansas
Kentucky
Louisiana
Maryland'
Minnesota'
Mississippi
Missouri
Montana'
Nebraska
New Hampshire,
New Mexico '
North Carolina'
North Dakota'
Ohio
Oklahoma
South Carolina'
South Dakota
Tennessee'
Texas
Utah '
Virginia
West Virginia'
Wisconsin
Wyoming

Alabama
Arizona
Arkansas
Montana
Oregon

Alaska
California
Connecticut
Hawaii
Illinois
Maine
Massachusetts
Michigan
Nevada
New Jersey
New York
Pennsylvania
Puerto Rico
Rhode Island
Vermont
Washington

' Some emergency benefits currently payable in State because of 26 week mini.
mum duration of emergency benefit period and/or provisions assuring individuals
additional benefits when rates decline during their entitlement.

Note: Situation as of August 30, 1976 based on insured unemployment rates as
of August 14, 1976.
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IV. Special Unemployment Assistance

A special, temporary, general fund program originated by the Com-
ilhittee oil .ldx)r and Public Welfare provides lfiie'tit.s ,ohijipalblIl ill
amount to unum'iejlt,.viewt ('cOmlznz-attion hweuuits to indliviliial. %%1io
are not eligible for regular unemployment benefits but who would
have been eligible if their prior employment had been covered under
the regular pogr:,n. "i'hij program was enacted ;..v-." 1-P74 iv s!h! -
tiled to expire at the end of 1976. Many of the beneficiaries of tlii
special assistance program qualify under it on the basis )f etinpl!oynent
which would be covered under the regular unemployment comilpen-
.-ation program starting in 1978 under H.R. 10210.





B. Unemployment Compensation Amendments of 1976 (H.R. 10210)
Description of the House-Passed Bill
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H.R. 10210 as Passed by the House of Representatives

I. Summary of Major Provisions

II.R. 1u'10 was passed by the House of Representatives on July 20,
1'76. It would require States to extend unemployment compensation
protection to certain categories of individuals niowv covered only at
State option and increase, the annual amount of wages subject to Ped-
eral and State unemployment taxes from $4,200 to $6,000 per employee.
'The hill would ah.-o imiolify the requirements for triggering the Fed-

~ral-.Stat&' extended im-nefit program into and out of operation in the
States. e.:-al,lisli a national ntudv cofI l Ii on oil unemployment Coni-
jpewoatinn and make a munumber oi other changes which are sunmnarized
below and are described in detail in succeeding parts of this document.

A. CovEA.GE PRoVIsIoNs

F,,, , iork','s.-The bill would, in effect, require the States to ex-
t.nd the coverage of their unemployment compensation programs to
immtlutle agricultural work performed for an employer who has four or
more employees in each of20 weeks in a year or who pays wages of
-it Ie.lS10 in any calendar quarter. Aliens who are admitted to
the United States on a temporary basis to perform contract agricul-
tural labor under the provisions of the Immigration and Nationality
Act would not he covered until .January 1, 1980. When farm labor
is supplied by a crew leader, the farmi operator would be treated as
the employer'unle;s (1) the crew leader is registered under the Farm
Labor Contractor Registration Act, or (2) the crew operates or main-
taini tractors, harvesting equipment, crop-dusting equipment, or sim-
ilar ineehanized equipment.

Thw Stat•s would not lo, required to provide the new coverage until
January 1. 1978. However, if a State should provide the required new
coverage at an earlier date, the cost of any unemployment compensa-
tion henetits )aid after January 1, 1978.'on the basis of the earlier
cove rae would be paid with Federal funds from general revenues.

The Department of Labor estimates that $220 million in additional
unemployment compensation would be paid in fiscal 1979 under this
provision.

Ho,,wcho7d i'orker.-.-The bill would, in effect. require the States to
ext,.nl the e'overage of their unemployment compensation programs to
doinv:tie: workers employed by households that pay wages of-at least
$610 in any calendar quarter.

The States would not be required to provide the extended coverage
until .January 1. 1978. However. if a State provided the required new
coverage at an earlier date, the cost of any unemployment compensa-
tion payments after January 1, 1978, resulting from the earlier
coverage would be paid with Federal funds from general revenues.

The Department of Labor estimates that $180 million in addi-
tiui,,al l.nefits would be paid in fiscal 1979 under this provision.

lml"/,l,,Cyrr( of State and local gqovernments.-The bill would re-
tuitre tthe States to provide unemployment compensation coverage to
all eimployees of State and local governments. Exceptions, however,
would be allowed for:
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( I ) Eleted officials or (ffi'ials aptp~ii,,t. d f,, r a spelltic term or
(n a part-time Iasis:

(2) Meindi.-rs (if a legislative bdiy mor the judiciary:
(3) .Memiul..' of the State National Guard or Air National

Guard -
(4) Enaergi-'ney employees hired in ca,'e of disu.ter; and
(5) Innmiates in custfixial or penal institutions.

Each State would determine for itself how to finance the benefits
which would lie payable: an employing agency could be required to
masake' iptri•thie payments similar to the taxes paid by private em-
pl.yelrs or it couh 11jay the actual cort of the b-untlits paid to its former
employees. The Federal unemployment tax, though, would not be,
levied.

The State laws would be required to contain a provision prohibiting
thef payment of benefits to teachers and professional employees of
-cho.IMl during vacation periods and until 1980 would be allowed to
provide a similar prohibition for nonprofessional employees of
schools. The States would not be required to provide unemployment
voinix',i'Lation for employment prior to January 1978. However, if a
."tate should provide the new benefits on the btsis of earlier service.
[he cot of the resulting benefits (after January 1. 1978), would Ie
paiuld with Federal funds from general revenues.

Tho IN-partmientt of Lalor estimates that ,210 million in additional
uneVm.ployment compensation would be paid in fiscal 1979 tinder this
p~rov'ision.

E.mp.v t,(. of ,,to,,otfit elh entir. and e.ondiar.y sc 0ols.--ThI
lill would require the States to extend the coverage of their unemiploy-
II wait Coil Iw-nsat ion nograms to employees of nonJprfit elenientarv
and secondary ! hMls (present law requires coverage for employees
(of iilihitions of bi,.dier educationn. The provi.ý,ions for nonpayment
of ibenefits to school employees mentioned in connection with em-
p)loyees of State and local governments would apply to employees of
Inlnprofit 'hool.s.

The States would n.t be required to provide the new coverage until
January 1. 1978.

';r.iq;r llaJida.-The bill would extend the Federal Unemploy-
zment compensation laws to the Virgin Islands as soon as various
req uirements 4of ieniemb.-ship in the Federal-State system could be met.

B. FINAN-CING PROVISIONS

Tax.r ba,.-The bill would increase the Federal unemployment tax-
able wage. ba.:.e to ,Q6.(X00. This change would require, in effect. that
the States. tax for unemployment compensation purposes the first
•,.N) (rather than 14,200) in wages paid by an employer to an em-
ployee. The provision would be effective .January 1, 1978.

The Departnment of Labor estimates that enactment of this provi-
sion would result in $2 billion of additional State taxes and $0.5 billion
of additional Federal taxes (a total of $2.5 billion) for fiscal 1979.

Ta~r rate.-The net Federal unemployment compensation tax would
be :ncreased from 0.5 percent to 0.7 percent starting January 1. 1977.
and ending with the earlier of (1) December 31. 1982, or (2) the end
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of the year in which all of the atlvanece to the extended untinplovyuent
ol'il Jl.i stion amount have been repaid.

'I'Iie DIpartment of lAb.or v.eiiniates that enaet'nent of this provi-
-;ion would rt.sult in $,.8 Lillion of additional Federal taxes being
paid in fiscal 1979.

>rderdl re;mhura, mE Wa# to Mke ,S'bahA:.-The bill would make two
changes in the way federal reimbursement of certain State eosts are.
determined. In determining the aniount of riimlursable admini~tra-
tlie costs, no longer would account be taken of amounts attributable
to administering the prograin as it relates to employees of State andI
h-wal governments.

In determining giants to States far the lpayientt of benefits under
the extended bIenefits program. amounts would not be included to
COM pensate for the payment of benefits to emndoyees of State and
loal .governments. (Under the extended Ibnie fits program, benefits
are paid for the 27th through the 39th week of unemployment; one-
half of the cost of these benefits is paid fromn Federal unemployment
insurance fands.)

The Departmnent of LAbor estimates that enactinent of these provi-
sions would reduce Federal payments to the States by $8 million for
fiscal 1979.

Adeances to Statcx.-1n(der present law. whenever a State finds
that it will not have funds available to pay unemployment coinpensa-
tion for any 1 month it may borrow the necessary funds fromn the
Federal Unemployment Trust Fund. Each request for a loan can be.
for 1 month only. The bill would permit a single loan request to
cover a 3-month period.

The change would be effective on enactment.
CETA einployee-R.-"The bill would authorize reimbursement from

Federal general revenues to the State for the cost of paying un-
employment compensation to former participants in public service
jobs tinder the Comprehensive Employment and Training Act
(CETA). Under present law these costs are met either from direct
State funds or from the Federal CETA grant.

The provision would be effective October 1976.
The Department of Labor estimates that enactment of this provi-

sion would cost $11 million for 1977.

C. OTrHiER PROVISIONS

Trggers.-The bill would modify the triggers which determine
when extended unemployment compensation benefits are payable in
a State.

The new triggers would be:
A seasonally adjusted national uninsured unemployment rate

of 4.5 percent based on the most recent 13-week period (rather
than 3 consecutive months); or

A seasonally adjusted (rather than unadjusted) State insured
unemployment rate of 4 percent for the most recent 13-week

The provision of present law requiring that the State insured
unemployment rate also be 120 percent of the rate for the correspond-
ing period in the 2 preceding years would be eliminated on a perma-
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lient l,aTi.. Thjs r1quirevient has Ixeen -u.-p.zidcd thr,)ighout iiiit of
Phe 1k.riod since enactment of the extended l6.iiei-ir prgrati.

Ix,,,iahfiwat;tn for pregiiancy.--'he bill would preAv.nt the States
from di:qiialifying a woman for unemij),yient cou1Ijx-iation .-olehi
l•t'zii-=' :]i, i:. or recently has lieteit.pegiait.

The new provision would be effective for year.; after 1.97.
I'roie4.,dmaI athletes and illegal ,ilbrns.-Th"e bill would retjuire the

States to include in their unemployment compensation laws a
lIr(i-i(,n :lpeci'Cially precluding the* payment of uneiInjloyvIent
coni •:pew ation :

(1) To a professional athlete between two pilaviny .,eas.ons if lie
has "rea:onahle assurance" of reemployment in tile following sea-..on1 auilt

(2) To an alien who was not lawfully admitted to the United
States.

Tit,. new requirement would be effective for years after 1977.
.I ppd* hiy Federal employees.-TThe bill would permit unemployed

former employees of the Federal Government to use the unemplov-
:ient. compens-tion appeals proce.zs of the State under whose laws
their benefits are determined.

, ~ on unemplo'yment compensation.-The bill would
establish a commission to study the unemployment compensation pro-
gYram and to issue a report not later than January 1. 1979. The mem-
bers of the Commission would he appointed 1wv tle President (7
niena.rs. iuicluding the chairman), the President pro tempore of the
Senate (3 members) and the Speaker of the House of R prel-entatives
(3 Members).

The bill would authorize appropriations from general revenues to
meet the coot of the Commission.

I1. Coverage Provisions of IH.R. 10210

11L. 1'._I".0 . passed lby the House of Representatives would bring
tinder the Federal-State unemployment compensation system the
greater part of those jobs which are now exempt from the Federal
unemployn.ent tax and are consequently not now covered under
State pr,-crraniq except. to the extent that States have voluntarily
(.le,'ted tf) ,rovide .i1ch coverage. lUnder thle Itrouse bill. aLr'icultural
an'd dw,,,eties work wNotlhl Ix covered tIhrough the traditional approach
of uiiakim. i the Federal unmltoviment tax applicable to such eniploy-
went. Emldovment for State an'd local governments and employment
for nonpnrfit elementary and secondary schools, however, would re-
main exempt from the Federal unemployment tax, but States would
be required to provide coverage under State law for such jobs.

If a State did not comply with this requirement, private employers
in the States would lose the tax credit they now enjoy by reason of
Participating in an approved State unemployment program. (The
credit is equal to 2.7 percent out of the total Federal unemployment
tax of 3.2 percent.) States would also lose. Federal funding for the
costs of administering their unemployment programs.
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UNEMPLOYMENT COMPENSATION COVERAGE UNDER PRESENT
LAW AND H.R. 10210'

Employment

Numbers (in Percent of
thousands) total

Total ..... ................................ 83,609 100

Covered under present law ................ 72,385 87
Under State programs ............... 66,700
Federal employees/military ........... 5,093
Railroad ............................... 592

Added to coverage under H.R. 10210..... 8,634 10
Farm workers ....................... 380
State government ..................... 600
Local government ..................... 7,100
Dom estics .......... .................. 308
Nonprofit organizations ............... 242
Virgin Islands ......................... 4

Remaining uncovered under H.R. 10210. 2,590 3
Sm all firm s ........................... 200
Sm all farm s ........................... 906
Dom estics ............................. 1,060
Nonprofit organizations ............... 324
Other .................................. 100

'Based on most recent available data (1974) modified to reflect some ex.
tensions of coverage since that time, notably, coverage of farm employment in
California.
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A. FARM WoRstias

Although Federal law does not require coverage of agricultural
emp)loyment under the unemployment compensation program, the
laws of four jurisdictions (District of Columbia, Minnesota, Hawaii,
and Puerto Rico) provide unemployment compensation for agricul-
tural employment. In addition, California law authorizes coverage for
agricultural employment starting January 1, 1976 but the provision
has been temporarily suspended until termination of the Special Un-
employment Assistance (SUA) program (see above, p. 21) which
provides benefits funded from Federal general revenues and which
provides benefits on a somewhat different basis from the regular un-
employment program.

Comparison of Agricultural Coverage Protisions

Provisioo Deljutitlon of employer for coverage purposes

H.R. 10 --10

Cauifornia I

l)istriet of Columbia ---------
lIa"aii -----------------
Minnesota---------------
Puerto Rico ............
Title II of Social Security Act

Four or more workers in 20 weeks or payroll of
$10,000 in any quarter.

One or more workers and payroll of $100 per
quarter.

One or more workers at any time.
Twenty or more workers in 20 weeks.
Four or more workers in 20 week&
One or more workers at any time.
Aniy farm employer but only with respect to

employees who work 920 or more days per
. ear or earn $150 or more annually.

S Benefit provisions suspended at present because of Special Unemployment Assistance
program.
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Pe,,itqion of employer.-Tlhe number of jols which would be cov-
ered if uneplphlivivjet eollllwnsation is extended to agricultural em-
ployment depends on the definition of employer. If employer were
defined as ani individual who hires one or tioore nxorken, in ea,'h of 20
weeks in a year or who i)tys wages of $.;S00 in any calendar quarter
about U percent of the farm employers and 98 pxernent of workers
Would be covered. This is the definition which now applies to nonfarni
enployment. Under the definition contained in the vI oute bill as it
was reported by the Ways and .M1aans Conunittee-four or more em-
ployees in vach of 20 weeks in a year or wages of $50tMM0 or more in any
calendar quarter-about 7 percent of the eit loyers and 61 percent of
the employees would be cove'ed. A Ilou..e loor amendment modified
the definition in the House bill to four or more workers in each of 20
weeks or wages of $10,(0O0 or more in a calendar quarter. Under this
definition, about 6 percent of farm employers and 59 percent of farm
employees would be covered.



EXTENT OF AGRICULTURAL COVERAGE UNDER THREE DEFINITIONS OF EMPLOYMENT

H.R. 10210 Alternative definitions

4 or more workers 4 or more workers 1 or more workers
in 20 weeks or in 20 weeks or In 20 weeks or

Total farm $10,000 in any $5,000 In any $1,500 In any
employment quarter quarter I quarter I

Agricultural employers: 3

N um ber ......................................
Percent...

Average employment: '..
N um ber ......................................
Percent ......................................

986,000
100

1,158,900
100

60,700
6

683,200
59

69,000
7

710,100
61

332,840
34

1,134,873
98

I This is the definition of employment now used for non-farm em.
ployment.

3 Estimates as of 1977.

a This definition was included in the bill H.R. 10210 as reported by
the Ways and Means Committee. The definition now in the bill was
substituted by a House floor amendment.
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('reto eaders.-A l•rsi.s.Knt problem in the pa.- in devising pro-
ipo*d coverage for agricultAural workers has been how to best insure
the i)%yment of contributions and reporting of neces.-ary information
for the payment of lbnetits to eligible farmworkers employed by crew
leaders. This problem is particularly difficult with respect to crew
leaders who are employers of migratory workers. When this problem
was faced sone ears ago in connection with title II of the Soci.1I
.Seurity Act, the law was written to Slpcifv that the crew leader wouhi
I* responsible for collecting the employee tax and for paying the emi-
lployer tax. The high geog.mtliic mobility of crew leaders niamde en-
foreement difficult. WlIein the Ahlninistr:ntion sent its 1975 pruls):al
for covering farm workers under unemployment compensation, it
:-uggestal that the farmi operator be considered the employer for pur-
pu0bss of paying unemployment compensation taxes. An exception was
proposal for mechanical harvesting crews. crop dusters, et cetera, who
supply mechanical equilimment along with the crews to operate and
maintain the equipment, in which case, the -'crew leader" would be the
employer.

Under the HIouse-pa~.-.ed bill, the crew leader would be comn-idered
the employer and thus be responsible for paying the unemployment
tax and submitting the required reports if lhe was involved in pro-
viding the service of mechanized equipment--crop dusting, muecha-
nized harvesting, et cetera--or if lhe was registered under the Farm
Labor Contractor Registration Act. Since that act now requires
registration for most crew leaders--an exception is made for those
operating both within a 25-mile radius of their homes and for no
more than 13 weeks per year-the House bill would generally make
the crew leader the employer. The bill provides, however, that the
farm operator would be considered as the employer in cases where
the crew leader is in fact the farmer's own employee and in cases
where the farmer and the crew leader have a written agreement under
which the farm operator will act as employer for unemployment
compensation purposes.

Nonoverage of aeit..q.-The House bill would exempt from un-
employment compensation coverage certain aliens who are brought
into tile United States on a temporary basis to work during peak
agricultural crop seasons. This exemption from coverage would ex-
pire January 1, 1980. The House report indicates that the tempo-
rary nature of this provision arises from concern that employers
would be encouraged to hire aliens rather than domestic workers
because of the alien exemption from the unemployment tax. Under
the social security program such aliens are also exempt from the 11.7
percent FICA tax.

Cost of agricudturh l roverage.-HI.R. 10"210 would extend coverage
under State unemployment compensation programs to 327,000 farm
workers who are not now covered. Employment would be covered
effective January 1, 1978. If a State elects to pay benefits on the basis
of employment prior to that date which is not covered under present
law, the cost of benefits paid starting January 1978 on the basis of
that employment will be paid from Federal general revenues. (Until
July 1. 1978, the bill also provides for Federal payment of the cost
(,f ben, nefits based on employment during the first 6"months of 1978.)



This provision is expected to require Federal general revenue expendi-
tures of $160 million in fiscal year 1978 and $30 million in fiscal year
1979.

ESTIMATED BENEFIT PAYMENTS TO AGRICULTURAL
WORKERS RESULTING FROM H.R. 10210

[In millions)

Amount
reimbursed

from Federal
Total general

Fiscal year benefits I revenues 3

1978 .................................. $220 $160
1979 .................................. 220 30
1980 .................................. 220 0
1981 .................................. 220 0

'Includes regular and extended benefits.
'Under special provision described above where States provide benefits on the

basis of employment prior to July 1. 1978.

B. STATZ AND LOCAL GOvERMENT ExirLoymi

Under present Federal laws, the States are required to provide
uneinplovzment insurance for employees of State operated hospitals
and institutions of higher education. In addition, about one-half of
the States have gone beyond the Federal requirements and provide
manidatorv coverage for State employees and permit local govern-
ments to opt for coverage. Nine States, Connecticut, Florida, Hawaii,
Iowa. .1ichigr', Miinesota. Montana, Ohio, and Oregon require cov-
erage of both State and local government eniployment. The House bill
wouhl require coverage of all State and local employees. The follow-
ing tables show the extent of coveniige under State law as shown by a
1973 st udy.

PERCENTAGE OF STATE AND
PLOYEES COVERED BY STATE
(OCTOBER 1973)'

LOCAL GOVERNMENTAL EM-
UNEMPLOYMENT PROGRAMS

State
employees

Total ............................

Alabam a ..............................
A laska .................................
A rizona ................................
A rkansas ..............................
California .............................

See footnotes at end of table.

76

50
24

100
100
100

Local
employees

22

1
6
6
0

19
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PERCENTAGE OF STATE AND LOCAL GOVERNMENTAL EM-
PLOYEES COVERED BY STATE UNEMPLOYMENT PROGRAMS
(OCTOBER 1973) '-Continued

State
employees

Colorado .............
Connecticut ..........
Delaware ...........
District of Columia..
Florida ...............

G eorgia ...............................
H aw aii ................................
Idaho ..................................
Illinois ................................
Indiana ................................

Iow a ...................................
Kansas ................................
Kentucky ..............................
Louisiana .............................
M aine .................................

Maryland .........
Massachusetts...
Michigan .........
Minnesota........
Mississippi .......

Missouri.........
Montana .........
Nebraska .........
Nevada......
New Hampshire..

New Jersey.......
New Mexico ......
New York .........
North Carolina...
North Dakota.....

O hio ......................
Oklahoma ................
Oregon...... ......
Pennsylvania .............
Rhode Island .............

South Carolina ...........
South Dakota .............
Tennessee ...............
Texas ....................
Utah .....................

See footnotes at end of table.

Local
employees

.................

.................

.................

.................

58
100
100
100
100

50
100
100
100
50

100
43
44

100
38

65
56

100
100
41

49
100
100
41

100

34
39

100
52
42

100
100
100
100
100

44
100
48

100
100

0
0
3
0
3

100
0

100
(3~

0
100
16
NA

100

1
100
13
0
5

1
1
0
1
0

1
0

100
100
(2)
0

3

.. .. .. .. .. .. . . I

...............

...............

...............

...............

..........

..........

..........

..........
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PERCENTAGE OF STATE AND LOCAL GOVERNMENT EMPLOYEES
COVERED BY STATE UNEMPLOYMENT PROGRAMS (OCTOBER
1973) '--Continued

State Local
employees employees

Verm ont ............................... 34 0
Virginia ............................... 100 0
Washington ........................... 100 5
W est Virginia ........................ 33 (2
W isconsin ............................. 100 90

W yom ing .............................. 35 5

'Where 100 percent coverage is indicated, substantially all employees are
covered although some positions (e.g. elected officials) may be excluded.

I Less than 0.05 percent.

COVERAGE OF STATE AND LOCAL GOVERNMENT EMPLOYEES
UNDER PRESENT STATE LAW I

State agencies

Required I

Arizona
Arkansas
California
Colorado
Connecticut

Delaware

Florida
Hawaii
Idaho
Illinois

Local units of government

Permitted

Alaska

District of
Columbia

Required

Alabama 3

California 3

Connecticut

Florida
Hawaii
Idaho3

Iowa
Indiana 3
Iowa

Louisiana
Maryland 3

Kentucky

Maryland
Massachu-

setts3
Michigan
Minnesota

See footnotes at end of table.

Kansas

Louisiana
Maryland

Michigan I
Minnesota

Permitted

Alaska
Arizona

California
Colorado

Delaware
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COVERAGE OF STATE AND
UNDER PRESENT

LOCAL GOVERNMENT EMPLOYEES
STATE LAW -- Continued

State agencies Local units of government

Required Permitted Required Permitted

Montana
Nebraska

New Hampshire

New Jersey

New York

Ohio
Oklahoma
Oregon
Pennsylvania

Puerto Rico I
Rhode Island
South Dakota

Texas
Utah

Virginia
Washington
Wisconsin

Missouri

Nevada

North Dakota

Montana

New York 3

Ohio

Oregon

Puerto Rico 3

Tennessee

Wyoming

Washington
Wisconsin I

Missouri

Nebraska
Nevada
New Hamp-

shire

New York
North Dakota

Pennsylvania 3

Rhode Island
South Dakota
Tennessee
Texas
Utah

Vermont
Virginia
Washington
Wisconsin
Wyoming

I Certain positions (e.g. elective officials) may not be covered. In addition, some
States not shown as specifically providing for coverage of State or local employ-
ment have provisions in State law generally permitting noncovered employers to
elect coverage and some State and local employment may be covered under such
provisions.

z In addition to coverage of employment for State hospitals and institutions of
hig her education which is provided in all States as required by Federal law.

'Limited to certain agencies or localities.
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ProvWivris of Mioue bill.-Under HI.R. 10"210. State and local gov-
ernment employment would continue to I* exempt front the Federal
utiemployient payroll tax. States would, however, be required to
provide State coverage for such employment as a condition of con-
tinued participate ion in the Federal-State unemployment comnensa-
tion program. (Failure to participate woild, in effect, raise the
Federal unemployment tax on emiplovers in the State from 3.5 to 3.2
percent and would deprive the State of Federal funds to meet ad-
iini:strative expenses and part of the benefit costs for benefits paid
after the 26th week of unemployment.)

All State and local government employees would have to be covered
except elected oflicials, ineinbers of the leg islature or judiciary, officials
appointed for specific stat utorv terns or to part-time positions.1 -
hers of the Natiomial Guard. p;risoners. and 1lx'rons hired for teinlo-
rary jobs in emergency situations. With the above excew~tio!ls, all evlm-
ployInent after L)ecemlber 31, 1977 would be covered. Under the bill,
the State law would have to permit the employing entity to pay for its
coverage either through contributions equivalent to the State payroll
tax or by reimbursing the fund for benefits paid to its former
employees.

C6mistitutioial~i/y.-Generally. mandatory Federal coverage under
the Federal-State unenhl)oyment compensation pnrgrani exists by
virtue of applying the Federal unemploymtent payroll tax to the em-
l)loynient in question. It. then becomes of no advantage not to cover
that employment under the State program since failure to do so would
eliminate the 2.7-percent Federal tax credit which would otherwise
apply. In the ca.v of State and local government employment, how-
ever. such a procedure woulh raise questions of the power of the Fed-
eral Government under the Constitution to lay a tax upon a vital State
function. Consequently, the House bill would continue to exempt State
and local employment from the Federal tax but require coverage for
such employment as a condition of approving the State program. This
type of mandatory Federal coverage was applied in the 1970 amend-
Ments to require Atates to provide unemployment compensation pro-
tvection to employees of State hospitals and State institutions of higher
education.

A recent Supreme Court. decision (.at ;onal Leapgue of Cit;cs v.
Vsrs.n) invalidated provisions of the 1974 Fair Labor Standards
Amendments which had extended minimumum wage coverage to State
and local government employees. The Solicitor of the De,,partment of
I.ablr has i.ssued an opinion holding that that decision is not appdi-
calble to the It.R. 10"210 provisions extending ulnemloyment ComflIien-
sation coverage to such employees. An opinion prepared for the comi-
ilittee by the Congressional Rle-earch Service. -however, holds that it
is an open question whether those provisions would be found constitu-
tioial. Both opinions are printed as an applendix to this document.

Coverage of scliool employees duringq vacation periods.-TUnder
present law, States are required to provide coverage for employees of
State institutions of higher education with benefits payable under the
same conditions as apply to other individuals covered under the pro-
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grain except that no benefits are payable ,luring a summer vacation
(or similar period between terms) to per-oiis in academic or principal
administrative po~ltions who hale contracts for the followilui term
(whether or not at the samze institution). The Ioh.-le bill, which ex-
tends coverage to all Statt, atid lo6al employees. s,0oul,! make this pro-

l-iofn applical,Ie to uli'h enil,!oyees o,.gar, ll.- ,f type 4 ,f .-'iool. In
addition, the H[ouse bill permits State..; to deni b6.eneits to tionlploft.s-
.-ioital enllyt..ploes durii vacati 1 l'ri,,4• if tl .y have rea-ojial le

,l~-illlIl('e of continuing in that enlmlptv"lm nt iii the following t4'l'lll.
Startitig in 1!It,0. however. this opt ii, w,,i],l xplire and St :te :111•1
lgx'al gm erl'iHts would ha .e to prov ile 14-11fits 11urillg til l a' 1at 14110
)1ri,(, to llpnnrofs-ioial ulliploxet.- Whlo) ,alllnt tinid etliployilteit't dur-

mu,,_ that tiltie.
I duu1;1t;.Xtr,'i; ,',t1 d,'. ,b ,, yit ,17. .-hn'd4r existing, , law. the

Federal accolilits in the triu-t futinl, providle fill paville'nt of tlite adIt: in\-
i.,trat'ive cozts of operatii :g State IilellmpjVlovmenit CoJipel-:ltiOnl IWO-
pf:ii"• :ind 1111a al.so pay ome-half of the c•.-ts of Ix-nefits under the,.
F,.ldiral-Stat, 1':xtu , ide'I :i il.il il l:t ( jlIzijvcl|at itn Act. "That A. .t

orovidles in ti ueS of 1,righ ,inelilplovnenit for illp to 13 week- of aldlehl
I 11nefits after a worker exhau.sts his rvuular lmInefit eli,,iillitv. Thiiis
F',hleral fpti . i e 1,rvihledi fromiii lit' Fc I'ial a Itii lel li 'lovilt :I;vy-
rD•l tax. but it app lies iI'It oIII.V to tl*,,C who se e'lplovlilt'lt wva- :IlI,-
ject to t at tax but al:o to t II,. w1i0-4-. 1.11i4i,)'I,.nt. alt l ho'ih 4'o)v''r',lI
Miller State Iaw. %%as eXemilpt from t1he Fede :.'a , tax. TI iv,. thiet t-4..ts

of atliui itering hI,.1tits for former State anld Iwal gotvernment (-iIen-
a I i.ve. a old oie-Ialf of the 'vo-t of exte.'lded I 'nefits for flit-III are

fiuided in til- %%:I a. T 1", ll,. -e bill iI .'l tl,,s a ijrtvisit n wI: Mi wotid
e.]inminate Fe, hral" fundlin., for tIe-4' cot.,q. It is estimated that tile
ammall adliiuiLt rative co.4t.,t. al)pli'alde to .4tatia and! l(al 'l vtvtv.
Miller I[.R. l1l' 10 will he $4.3 nlillimn in fi'il 1978 and will ri.s to
.l 1.6 million by fiscal 'var l,1.

Under HI.R. 10210. the cost of extended lIwiw.its for State and local
government emlployers iq expedttd to reat-h a level of approximately
.$1 million b v 19"0. I'nler this pIro\vision. this ,11114)'llt %mtiuIl he
fully chargedbI tto State and local emiplovers.

Co4.* of Stede and loc,?l coverige.-ThIe provisions of II.R. 10210
would extend covera,.ze under the unemnil ,yment compensation pro-
grain to somtue 5,R.o00 State employees who are not now covered anld
to about 7.7 million employees of local governments. State prozT:mln.;
would be required to pay fienefits on the basis of employment t:kimty
place after December 31, 1977. If States elect to pay bhnefitk on the
basis of this previously uncovered employment prior to that date. the
costs of any such benefits payable after .Januarv 1. 19t7. would be
reimhursed" from Federal general revenues. (Federal reinlibl*St.-Iiint
would also be made for benefits paid prior to July 1, 197R. on the basis
of State or local employment during the first G montlhs of 197T.1.) The
table below indicates the benefits which would be paid a,: a result of
the State and local coverage provisions of II.R. 10Q210.
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ESTIMATED UNEMPLOYMENT BENEFIT PAYMENTS BASED ON
STATE AND LOCAL GOVERNMENT EMPLOYMENT COVERED
.BY H.R. 10210

[In millions)

Total Amount
unemployment reimbursable

benefit from Federal
Fiscal year payments I general funds 2

1978 .................................. $200 $190
1979 .................................. 2 10 50
1980 .................................. 230 0
198 1 .................................. 260 0

' Includes regular and extended benefits.2 Under special provision described above where States provide benefits on the
basis of employment prior to July 1. 1978.

C. NoNP.rOFIT ORGANIZATIONS

Eh. ,,, Wary ai•l vecmibiry schools.-Prior to the 1970 amendments,
nJimprol~it organizations. which are exempt from taxation under the
Internal Revenue Code. were covered as emnplovers for unemployment
,'iij,-i.'Lation )iri)-e's only at the option o( the States. T'il 1970
:l im'utilmisents required Statvs. to pirovidh, coverage for nonprofit e(ll-
Iioyr.s who have at least four etinployees in at leat 20 weeks of the
year. 1l1owever, an exception in the law allows States to exclude from
cover'mge nonprofit elementary and secondary schools. I.R. 10"210
would repeal this exclusion. thius requiring coverage f(;r such schools
on the .aime basis as it is required for other nonprofit, entities.

Tihe Departmnent of Labor estimates that $10 million in additional
lhntefits would be. payable as a result of this provi.,ion in each of time
li.-'al years 197S-S8. In fiscal year 1978, $8 million of this total would
ip, paid for from Federal general revenues under the bill's special
',tail-umI) proVISIOI)S.

,'i/e,'Ylipru.ivion for certain intpro&f nin,loy -s.-•,llen the 1970
ammmemldmeints required the extension of coverage to nonprofit eniploy-
er.;. a provmison was also addled allowing such organizations to pay
for klit ir coverage by reimhmi sing the State unemployment fund for
any bienefits paid to their former employees (on thle basis of such emii-
plo.vilent). If they clo.•e this option, they would not be required to
Fay t lhe State ,mI.,mlpl-ynmet taxes otherwise applicable. The 1970
n,,l(lniients also permitted any nonprofit entity which had been co%-

trred prior to :hose' amendments to switch to this reimbursement Ineth-
o( of paying for its coverage and to take credit for any past State
1memimlovimet taxes it hlad paid in exce.Ns of what it would have paid
under the •eimmirsement ,method. This oip)ort unitv ws available.
hmo•,ever. only if p'ermuitte'd by State law and onilv if the nonprofit
emiplo* yer Imade an election to change to the reiniburseient method
at tle fil'4 oliportiunity.
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The Hoag Memoriallfospital in California had elected and later
terminated unemployn4.nt compensation coverage for its employees
prior to the 1970 amendments which made such coverage mandatory
as of January 1972. However, since the hospital did not have unem-
lploynient coverage in effect during the period between the enactment
of the 1970 amendments and January 1972. when coverage became
mandatory, its election of the reimburn'ment method did not take
place at the earliest time possible under State law, namely in 1971. As
a result. the hospital was barred from claiming the credit which
would otherwise have been allowed for the excess of its patst contribu-
tions over the benefit payments made to its former employees. A provi-
sion in H.R. 10210 would allow that institution (and any other non-
profit organization which may be in similar circumstances) to claim
the retroactive credit provided that it elected the reimbursement
method by April 1, 1972.

A provision similar to that adopted in 1970 allowing nonprofit em-
ployers to take credit for past excess contributions is included in II.R.
10210 for the nonprofit schools for which coverage is mandated by the
bill.

D. DOMF.STIC SERVICE WORKERS

At preseait, the coverage of domestic service in private households
under the unemployment compensation program depends on the pro-
visions of State law. Only three States and the District of Columbia
provide coverage. In the district and in New York. domestic workers
aire covele'd if t1e employer's quarterly payroll is $500 or more; cover-
age inll Hawaii copies when the quarterly payroll is at least $225; and
in Arkansas, employers of three or more or a quarterly payroll of $500
are covered.

I.R. 10210 would require the States to provide coverage when the
employer has a payroll of Ni()( or more in a calendar quarter. This
would provide coverage for alxmt one-quarter (3%)000) of all do-
mestic service jobs. The Hlouse report indicates that the $600 quarter
amount was arrived at as a means of excluding from coverage the
houm.-hiolder who emp)loyeld primarily one person far 1 (lay a week.

Domestic workers hiave been excluded from unemployment coverage
in the past mainly becatise of anticipated administrative problems.
Supporters of extending coverage point out that the experience of the
States which have covered domestic workers, and experience under
title II of the Social Security Act, demonstrate that the administra-
tive problems are manageabh I e. Under title II, domestic service for
any employer is subject to coverage if the person employed is paid
$56 or more in the calendar quarter. Total domestic employment is
estimated at 1.2 million of which only about 26.000 are now covered.
11.11. M0210 woild extevl( coverage to an additional 264.00,0 doliestic
workers- bringing coverage to aliotut "2 percent of all (lome.tic
employment.
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ESTIMATED UNEMPLOYMENT BENEFIT PAYMENTS BASED ON
DOMESTIC EMPLOYMENT COVERED BY H.R. 10210

[Dollars in millions)

Amount
reimbursed

Total benefit from Federal
Fiscal year payments general funds '

1978 .................................. $180 $130
1979 .................................. 180 20
1980 .................................. 180 0
198 1 .................................. 180 0

' Coverage is effective for employment after 1977. but Federal fund reimburse-
ment is available under the bill if States elect to provide benefits starting January
1978, on the basis of employment prior to 1978 (Federal fund reimbursement is
also provided for benefits paid prior to July 1, 1978. on the basis of employment in
the first 6 months of 1978).

E. INCLUSION OF VIRGIN ISLANDS IN TIHE FEDERAL-STATE
UNEMPLOYMENT INSURANCE SYSmIM

Under existing Federal law, the Virgin Islands is excluded from the
Federal-State system of unemployment insurance. The Virgin Islands
has for several years liad a similar unelnploynient insurance program,
however, and th1 e territorial government has forinally requested that
the. Virgin Islands be included in the Federal-State system.

The inclusion of the Virgin Islands in the Federal-State uneinploy-
ment system as proposed in II.R. 10210 would extend to that juris-
diction the Federal unemployment tax and thus increase slightly the
revenues to the Federal accounts in the unemjploywnent trust fund. At
the same time, it would provide new or modified funding for the
Virgin Islands programs as shown in the table below.

FUNDING CHANGES FOR VIRGIN ISLANDS UNEMPLOYMENT
PROGRAM UNDER H.R. 10210

Expenditure type Current funding Funding under H.R. 10210

Regular benefits ...... Territorial tax ....... Territorial tax.
Administrative costs:

Compensation ..... do .............. Federal trust fund
system. accounts.

Employment Federal general Federal trust fund
service. funds. accounts and

general funds.
Extended benefits..... Not in effect ........ 5 percent

territorial tax,
50 percent
Fedeeral trust
fund accounts.

Loans ................. Federal general Federal trust fund
funds. accounts.
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Loanm to the Virgin I8lands.-Under the Federal-State unemploy-
ment compensation system States which exhaust their own benefit
funds may borrow from the Federal accounts in the trust fund to
meet their benefit obligations. The Virgin Islands is unable to use
this procedure since it is not now a part of the Federal-State system.
In Public Law 94-45, authority was provided for loans to be made
to the Virgin Isiands for this purpose. Under that legislation and
subsequent amendments, the Virgin Islands is authorized to borrow
up to $15 million which must be repaid by January 1, 1979. The law
authorizing these loans also provides that the repayment requirements
of the Federal-State unemployment compensation program will come
into operation if the Virgin Islands is incorporated into that system
as proposed in H.R. 10216. As of July 1976, the Virgin Islands systein
has borrowed $5.6 million under the authority of Public Law 91-45.

1I. Financing Provisions of H.R. 10210

A. INCREASES IN TIHE UNEMPLOYMENT TAxEs

Finaiwing basis.-TThe Federal statute now imposes a gross tax of
3.2, percent of covered wages. The tax base or mnaximuni amount of
annual wages per employee subject to this tax is $4,200. (In 1974,
the average annual wage in covered employment was about $9,200.)
Although the gross Federal tax rate is 3.2 percent, the actual net
Federal tax rate is 0.5 percent since employers qualify for a 2.7-percent
tax c•redit by reason of their participation in an approved State pro-
grain. Thus, the Federal tax in all States amounts to 0.5 percent of
the first $4,200 of wages. The proceeds from this Federal tax are used
to meet the costs of administering the unemployment compensation
program--including both Federal and State costi--most of the cost
of administering public employment services, half of the cost of bene-
fit payments under the extended benefit program (for workers ex-
hausting their regular benefits), and all of the cost of the temporary
emergency benefit program (for workers exhausting both regular andl
extended benefits).

The cost of regular State benefits and half the cost of extended
benefits are met from the proceeds of State unemployment taxes. The
tax base to which State taxes apply is effectively required to be at
least as high as the Federal base of $4,200, but 22 States now have
bases which exceed that level. The tax rate applied in each State may
vary from year to year according to conditions and may vary among
different employers according to experience rating factors which are
desired to allow employers a lower tax if their employees do not
experience much unemployment. Because of the heavy use of unem-
ployment benefits during the recent recessionary period, the average
State tax rate has increased from 1.9 percent in 1974 to an estimated
2.5 percent in 1976. Among the States, the estimated average tax rate
applied to taxable wages varies from 0.6 percent in Texas to 4.1
percent in Massachusetts. The tax base and average tax rate applica-
ble in each State is shown in the table which follows.



AVERAGE EMPLOYER CONTRIBUTION RATES, BY STATE-RATES SHOWN AS PERCENTAGE OF TAXABLE
AND TOTAL WAGES

1976 estimated 1975 estimated 1974 actual
Tax base. $4,200

State except as shown Taxable Total Taxable Total Taxable Total

Total.. 2.5 1.2 2.0 0.9 1.91 0.90

Alabam a ............
A laska ..............
Arizona .............
Arkansas ............
California ...........
Colorado ............
Connecticut .........
Delaware ...........
District of Columbia
Florida ..............
Georgia .........
H aw aii ..............
Id aho ...............
Illin o is ..............
Indiana .............
Iow a ................
Kansas ..............
Kentucky ............
Louisiana ...........
M aine ...............
Maryland ...........
Massachusetts ......

$4,800 (1/76)10,000(1/74)
6,000(1/76)
6,000(1/77)
7,000(1/76)

........... ,.......6,000(1/75)

. . . . . ... . . .* . . .. . ..

.......... ........

6,000 1/76)
7,800 1/76)
7,800(1/76)

. . . . . . . ., . . . . . . . . .
...................

6,000(1/76)
. . ., . . . . . . . . . . . . . ..

,. . . . . . . . . . . . . . . .. . . .

, . . . . .. . . . . . . . . ,.. . . . .

. . ., . . . . , , •. . . .. . . . . . . . .

. .. . . .. , . . • . • ,. , .. . . . .

1.8
3.7
1.9
1.8
3.6
1.9
3.0
2.5
2.7
2.1
1.8
3.0
1.7
1.9
1.8
2.3
2.3
2.5
1.9
3.1
2.0
4.1

1.0
2.6

.9
1.0
2.1

.9
1.6
1.1
1.0
1.0
1.2
2.0
1.2
.8
.8

1.4
1.1
1.2
1.0
1.6
1"0
1.8

1.0
3.0
1.4
1.6
3.1

.5
2.7
2.2
1.4
1.1
.9

2.6
2.3
1.11.1
1.1
2.2
1.5
2.1
2.8
1.3
3.8

.5
2.1

.7
.9

1.3
.2

1.5
1.0
.6
.5
.4

1.8
1.2
.5
.5
.5

1.1
.8

1.1
1.5
.6

1.7

1.08
2.60
1.40
1.50
2.66
.39

2.86
2.35
1.33
.69
.88

1.90
2.30
1.87
1.10

.98
2.02
2.10
1.49
2.60
1.83
3.45

.55
1.86
.70
.86

1.22
.19

1.23
.99
.57
.38
.47

1.30
1.20
.81
.47
.47

1.04
1.10
.83

1.48
.86

1.63
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M ichigan .........
Minnesota .......
Mississippi ......
M issouri .........
Montana .........
Nebraska ........
Nevada ..........
New Hampshire..
New Jersey......
New Mexico ......
New York ........
North Carolina...
North Dakota ....
O hio .............
Oklahoma ........
Oregon.......
Pennsylvania ....
Puerto Rico ......
Rhode Island ....
South Carolina...
South Dakota....
Tennessee .......
Texas ............
U tah .............
Vermont .........
Virginia ..........
Washington ......
West Virginia ....
Wisconsin........
Wyoming .........

I All wages.

5,400(1/76)
.6,200(1/76)
. , ,. . . . . .. . . . . . . . . . . . .. .

.. ~ ,500(1/76)
... 4,800 4/75)
.,o.....................

... 6,100(1/76)
..........

5,400(1/76)
... ,...o................

.. ,.....................

. . . . . . . . . . . . . . . . . ,. . o. ..

. . ., ,. . . . .. ,. . . . . .. °. . . . .. .

. . . . . •. . . . . . . . . .. . . .

.7,000(1/76)

. . . .. . , , , . .. . . . . . . .. . ° ,.. . . . ,

S. .. . . . . .. ,. . . . . . . . . . . . .

~8,000(1177)
. . . . . . . . . . . . . . . 1 . . ,

. . . . . o. •. . . . . . .. . . . . . . . ..7,200(1/76)

.......6,t000( 1/77)

3.7
1.8
2.2
2.8
2.2
2.6

2.5
3.4
1.9
3.5
1.4
2.2
2.3
1.7
3.3
2.9
3.0
3.9
2.1
1.0
1.6
.6

1.7
2.3
1.2
3.0
1.9
2.1
2.2

1.9
1.0
1.2
1.2
1.2
1.2
2.1
1.2
1.7
1.0
1.3

.6
1.0
1.0
.8

2.1
1.1
3.0
2.0
1.1
.6
.8
.3

1.0
1.2
.6

1.8
.8

1.0
1.0

2.8
1.7
.8

1.6
1.8
1.1
2.6
1.8
3.2
1.9
2.9
1.1
2.2
1.3
1.2
2.0
2.7
3.0
3.9

.9

.8
1.6

.4
1.7
2.3

.3
3.0
1.2
1.7
1.7

1.1
.8
.4
.7
.9
.5

1.5
.9

1.4
1.0
1.2

.6
1.0
.6
.6

1.0
1.1
3.0
2.1

.5

.4

.8

.2

.8
1.2
.1

1.8
.5
.7
.8

2.53
1.78
1.20
1.63
1.70
1.17
2.76
1.33
3.47
1.60
2.86
1.10
2.20
1.37
1.20
2.05
2.54
2.83
2.92
1.04

.87
1.61

.40
1.70
2.19

.33
3.00
1.20
1.52
1.10

1.02
.86
.70
.72
.90
.57

1.45
.68

1.48
.87

1.21
.54

1.02
.60
.60

1.13
1.06
2.67
1.50

.70

.49

.82

.20

.86
1.19
.17

1.76
.50
.70
.60
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The need for additioma financing.-If the State tax revenues prove
insufficient to meet benefit obligations in times of high unemployment,
States are permitted to borrow the necessary funds from the Federal
accounts in the trust fund. If the Federal accounts have insufficient
funds to meet State borrowing requests and to cover the Federal
responsibility for paying half the cost of extended benefits and all the
costs of emergency benefits, authority is available for repayable ad-
vances from the general funds of the Treasury into the Federal
accounts of the trust fund. Because of the heavy demands on the
unemployment compensation system madle by the high levels of un-
employment in the past few years and by the enactment of temporary
legislation providing benefits for up to 65 weeks duration, the unem-
ployment payroll taxes--both Federal and State-have proven unable
to meet expenses. As of the beginning of fiscal year 1977, advances
from the general fund will amount to about $10.9 billion which is
estimated to increase to $14.5 billion by the end of fiscal year 1978.
Advances have been made to 21 States and total $3.1 billion.



ADVANCES TO STATES FROM FEDERAL UNEMPLOYMENT ACCOUNT

[In millions of dollars per calendar year]

1976 through

Aug. 15.
States 1972 1973 1974 1975 1976 Total

Connecticut .............................. 31.8 21.7 8.5 '190.2 91.0 343.2
Washington .......................................... 40.7 3.4 50.0 55.3 149.4
Verm ont ......................................................... 5.3 23.0 6.5 34.8
New Jersey .................................................................. 352.2 145.0 497.2
Rhode Island ................................................................ 45.8 20.0 65.8
M assachusetts ............................................................... 140.0 125.0 265.0
M ichigan ..................................................................... 326.0 245.0 571.0
Puerto Rico .................................................................. 35.0 12.0 47.0
M innesota ................................................................... 47.0 76.0 123.0
M aine ........................................................................ 2.4 12.5 14.9
Pennsylvania ................................................................ 173.8 255.8 429.6
Delaw are .................................................................... 6.5 7.0 13.5
District of Colum bia ......................................................... 7.0 22.6 29.6
A labam a ..................................................................... 10.0 20.0 30.0
Illinois ....................................................................... 68.8 307.0 375.8
A rkansas ................................................................................. 20 .0 20 .0
H aw a ii ................................................................................... 2 2 .5 2 2 .5
N evad a .................................................................................. 7 .6 7 .6
O regon ................................................................................... 18 .5 18 .5
M aryland ................................................................................ 3 6 .1 3 6 .1
M ontana ................................................................................. 1.4 1.4

Total ............................... 31.8 62.4 17.2 1,477.7 1,506.8 3,095.9

'Actual loans received ............................................................................................................ $203.0
Less repayment through reduced em ployer credits .............................................................................. (12.8)

T ota l ................................................................................ ...................................... 190 .2



-48

Proe;,;ons in House bi7.-IT.R. 10.2.10 would increase the gros•
Federal unemployment tax rate from 3.2 percent to 3.4 percent while
leaving the tax credit at 2.7 percent. This raises the net Federal tax
by 0.2 percent, that is, from the present level of 0.5 to a new level of 0.7
percent. This increased tax rate would take effect in January 197T
and would continue in effect through 1982 after which the existing(p.5 percent net tax rate would again become applicable. (II.R. 10210
provides that the tax rate will revert to 0.5 percent at an earlier date
if the advances from the general fund have been repaid: it is not antic-
ipated that this will beIpoSsille, however.)

The increase in the net F;ederal tax rate will affect only the amounts
collected by the Federal trust fund accounts. 11.11. 10210 also increases
the amount of annual earnings subject to taxation from ,4.200 to
%).000. This increase is effective January 1978 and would affect both
Federal anti State taxes. Since States have the ability to adjust their
tax rates within the overall base, the exact impact of the increase on
State revenues is difficult to estimate. The following table. however,
presents the estimated effect on both State and Federal unemnploy-
nient revenues under the provisions in the House bill.

IMPACT OF TAX PROVISIONS OF H.R 10210
[In billions of dollars]

Increased revenue under
H.R. 10210

Federal Amount owed general
fund

From
From higher Attributable

higher wage to State
Fiscal year tax rate base I State Total loans

1977 ............ 0.3 ..... ........... 13.6 3.8
1978 ............ ..5 0.2 0.6 13.5 3.9
1979 ............ .8 .5 2.0 11.9 3.7
1980 ............ .8 .5 3.0 10.0 3.4
1981 ............ .8 .5 3.2 8.0 2.9

1 Revenues shown as attributable to tax rate increase are those which would
result if there were no increase in the wage base. Revenues attributable to the
wage base increase would be somewhat smaller if there were no concurrent increase
in the tax rate.

B. "IIXO OF LOANS TO STATE

W it i States tinl it ntctes-ary to borrow from the Ftderal accounts
iin tlc I mrut fmmllm to ,ievt their unvuniplovinent benefit obligations,
lprc-s'-t law r',,ui'cs that the funds borrowed for any zinontli be ap-
pljic,, for in tlhe lrcidin,u, njonth. II.R. 10210 includes a provision
whi.i wouhl iermuit S;ate. to apply for loans covering a 3-month
period.

C. I-)I E It-NG R 4 1 N 0 -L'NSIB1,IJT Y F0 R BENEFITS
TO FbInMER FEmD:L\Lm. E.%[i-u)Yi.FS

When uniemnplovment benefits are paid by a State to a former nlem-
l1,. of ihe arnmed ',ervices or Felera1employee, the costs of the bene-
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fits attributable to Federal enldoynwnt are paid for from Federal
general revenues and the co, ts. if any. ev.silting from non-Federal em-
ployment are paid from State fund. Under present law, the amount of
Federal reimlnluse• ent is determined by co~ml)uting the amount of
benefits actually paid over and above the comilnsation which wouhl

have been paid if his Federal eCiplovylient had not been u.ed in com-
)IItinl his benefits. Ht.R. IQ210 would provide instead that the Federal

and State portions of the cost of benefits will be based on the relative
Federal and non-Federal wages of the individual during the base
period on which his unemployment compensation is computed. Thus,
if an individual had K4,000 of wages in his base period and $1,000 of
thte.4-e wages came from a Federal agency employer, 25 percent of his
unemIployment benefits would be paid for from Federal general
revenues.

The Department of Labor e4imates that this change would have no
significant effect on the Federal payments to the States but would be
a significant administrative improvement.

D. FUNDING OF' BE.EFrrs FOR PUBLIC SERVICE EmrLoYMENT
PArrICIPANTS

Individuals placed in public service employment funded through
the Comiprehensive Employment and Training Act (CETA) must be
i rt'ided the same 1miteitiloy'ytnent compensation p rotection that is pro-
vided to regular employees of the governmental unit which hires
them. The costs of providing such unemployment compensation cover-
a,.e to these individuals is now met out of tihe CETA grant funds.
Effective October 1, 1976. H.R. 10210 would provide for funding un-
eCiiplo)yInnit compensation for CETA participants as though they
were Federal employees under the procedures described in section C
above. In effect. ti is provision indirectly increases the CETA. authori-
zation liv transferring some of the costs of public service employment
under that program to the Federal unemployment benefits account.

EDtimatcd Fcdcral i',tymcnts for BIencits to (ETA Participants

[In niillions]
Federal

Fi.,,ia year: paymute
1977 --------------------------------------------------- $1t
1979------------------------------------------------------ 1
1979 ------------------------------------------------------------- I
1! --------------------------------------------------------- 1I
1951-----------------------------------------------------------------

IV. Extended Benefit Triggers

The Federal-State Extended Unem ploy'nent Compensation Act of
1970 provides for the pavement of additional weeks of berefits to in-
dividluals who exhaust their benefit entitlement under the regular
State programs. The additional entitlement is in the same weekly
anmoint as the regular entitlemnent and continues for half as long as
the regular entitlement. Thus. an individual entitled to the maximmumii
duration of 26 weeks of regular benefits could receive tip to 13 addi-
tional weeks of extended benefits. Half the funding of the extended
benefits comes from State unemployment taxes and half comes from
the Federal tax.
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Change in nationd trigger.-Benefits under the extended benefit
program are payable only in periods of high unemployment. Perma-
nent law makes the program effective in all States when the national
insured unemployment rate on a seasonally adjusted basis reaches 4.5
percent for 3 consecutive months, and the program continues in effect
until that rate declines below 4.5 percent for 3 consecutive months. (A
temporary provision which expires December 31, 1976 permits States
to participate in the extended benefit program as though the national
trigger rate were 4 percent rather than 4.5 percent.) H.R. 10210 wouldmodify the permanent law by providing that the program will be in
effect in all States when the seasonally adjusted 4.5 percent national
insured unemployment rate for a given week and the 12 previous weeks
averages 4.5 percent or more and will cease to be in effect when that
rate for a given week and the 12 prior weeks averages less than 4.5
percent.

The Department of Labor believes that this. change from 3 con-
secutive months to a moving 13 week average would tend to make
the program somewhat more responsive to changes in the national
economy in that it would trigger on or off more quickly in response
to very sharp changes in national insured unemployment rates. It is
expected, however, that under either present law or the revised pro-
vision in H.R. 10210 the program would remain in effect through at
least the end of the 1977 calendar year.

NATIONAL INSURED UNEMPLOYMENT RATE
[In percent)

Month 1971 1972 1973 1974 1975 1976

January ................... 4.09 2.87 3.18 5.96 5.70
February .................. 4.25 2.91 3.38 6.68 5.47
March ..................... 4.32 2.94 3.59 7.30 5.26
April ...................... 3.98 2.79 3.69 7.83 5.19
May ....................... 4.00 2.81 3.69 8.07 5.32
June ...................... 3.92 2.81 3.65 7.93 5.47
July ....................... 3.91 2.72 3.58 7.57 5.49
August .............. 3.52 2.75 3.51 7.28 .....
September ...... 4.85 3.54 2.78 3.72 7.28 ........
October ........... 4.85 3.37 2.74 4.00 6.99 ........
November ......... 4.64 3.34 2.83 4.52 6.46 ........
December ......... 4.30 3.23 2.95 5.26 6.04 ........

Change in the State tr;gger.-From December 1971 to November
1974. the national insured unemployment rate was below the perma-
nent law 4.5 percent rate which triggers the extended benefit program
into operation in all States. When the national trigger is "off," States
participate in the program only if the State trigger requirements are
met. Under permanent law, the extended unemployment compensation
program becomes effective in a State when two requirements are met.
The rate of insured unemployment in the State (not seasonally ad-
justed) must reach a level of 4 percent or more averaged over a
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13-week period and the rate for that 13-week period must be at least
20 percent higher than the average of the State insured unemployment
rate in the same 13-week period of the preceding 2 years.

When a State experiences a prolonged period of high unemploy-
ment, the "20 percent higher" requirement becomes very difficult to
meet even if there is a very high level of unemployment in the State.
Thus, for much of the period since the extended unemployment com-
pensation program was enacted in 1970, the second part of the trigger
requirement (an insured unemployment rate 20 percent above the rate
prevailing in the 2 prior years) has been suspended. The table which
follows shows the various temporary provisions of law which have
been enacted to suspend this requirement.

TEMPORARY LEGISLATION SUSPENDING 120-PERCENT
REQUIREMENT IN STATE EXTENDED TRIGGERS

Date Law Action

Oct 27, 1972 ...... Public Law 92-599.

July 1, 1973 ....... Public Law 93-53..

Dec. 31, 1973 ....

Mar. 28, 1974 .....

June 30, 1974 .....

Aug. 7, 1974 .......

Dec. 31, 1974 ....

Public Law 93-233.

Public Law 93-256.

Public Law 93-329.

Public Law 93-368.

Public Law 93-572.

June 30, 1975..... Public Law 94-45..

Suspended 120-percent"off" indicator through
June 30, 1973.

Suspended 120 percent
for both "on" and "off"
indicators through Dec.
31, 1973, with "tail-
off" through Mar. 31,
1974.

Suspended 120 percent
for both "on" and "off"
indicators through Mar.
31,1974.

Extended suspension of
120-percent indicators
until July 1, 1974.

Extended suspension of
120-percent indicators
until Aug. 31, 1974.

Extended suspension of
120-percent indicators
until Apr. 30, 1975.

The Emergency Unem-
ployment Compensa-
tion Act of 1974 in-
cluded a provision per-
mitting States to waive
120-percent indicators
until Dec. 31, 1976.

Extended waiver provi-
sion of the Emergency
Unemployment Com-
pensation Act until
Mar. 31, 1977.
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H.R. 10"210 would modify the State trigger requirements for ex-
tended unemployment benefits by substituting a seasonally adjusted
State insured unemployment rate of 4 percent as the trigger factor in-
stead of the umadjusted factor now used. The "20 percent higher"
requirement would be eliminated permanently under the House bill.
The change would become effective as of January 1977; however, it
would not have any impact until much later since the national trigger
is expected to be "on" at least through the end of 1977.

STATE EXTENDED BENEFIT INDICATORS' (AS OF JULY 31,
1976)

13-week Percent of
insured unem- comparable
ployment rate period in prior

State (unadjusted) 2 years

Alabama .............................. 5.25 105
Alaska ................................. 7.30 105
Arizona ................................ 5.24 95
Arkansas .............................. 5.20 91
California I ............................ 6.48 102

Colorado I ...... . . . . . . . . . . . . . . . . . . . . . . .  3.34 124
Connecticut ........................... 7.09 115
Delaware 2 ...... . . . . . . . . . . . . . . . . . . . . . . .  4.73 105
District of Columbia ................... 3.47 99
Florida ................................ 4.61 108

Georgia ............................... 4.22 95
H awaii ................................ 6.04 124
Idaho .................................. 4.44 107
Illinois ................................ 6.07 130
Indiana ................................ 2.67 62

Iowa ................................... 3.31 130
Kansas ................................ 3.02 105
Kentucky .............................. 4.34 93
Louisiana ............................. 3.59 91
M aine ................................. 6.65 98

M aryland .............................. 4.01 93
Massachusetts ........................ 6.51 84
M ichigan I ............................. 6.63 75
M innesota ............................. 3.59 93
M ississippi ............................ 3.92 91

M issouri .............................. 4.33 92
M ontana .............................. 5.01 108
Nebraska .............................. 2.55 90
N evada ................................ 6.12 101
New Hampshire ....................... 3.32 72

See footnotes at end of table.



STATE EXTENDED BENEFIT INDICATORS (AS OF
JULY 31, 1976)--Continued

13-week Percent of
insured unem- comparable
ployment rate period in prior

State (unadjusted) 2 years

New Jersey ............................ 7.68 94
New Mexico ........................... 4.65 96
New York .............................. 6.66 103
North Carolina ........................ 3.90 89
North Dakota ......................... 2.33 103

O hio ................................... 3.19 8 1
Oklahoma ............................. 4.12 112
Oregon ................................ 5.78 95
Pennsylvania .......................... 6.38 105
Puerto Rico ........................... 17.07 115

Rhode Island .......................... 7.51 85
South Carolina ........................ 4.50 85
South Dakota .......................... 2.04 101
Tennessee ............................ 4.67 93
Texas ................................. 1.87 95

Utah ................. ................ 3.63 95
Verm ont ............................... 6.44 90
Virginia ............................... 2.18 84
Washington ........................... 8.05 96
W est Virginia .......................... 4.23 96

W isconsin ............................. 3.88 96
W yom ing .............................. 1.69 112

1 Extended benefits are now payable in all States en the basis of national insured
unemployment rates (seasonally adjusted) which are: May, 5.32 percent; June.
5.47 percent; July. 5.49 percent.

I As of July 24, 1976.
' As of June 26, 1976.
4As of July 17, 1976.

Impact of &tate trigger change in II.R. 10210.-A simulation study
conducted by the Department of Labor compared the impact of the
current law State trigger mechanism (4 percent unadjusted insured
unemployment aaid 120 percent of the rate prevailing in the com-
parable weeks of the 2 prior years) and the H.R. 10-210 mechanismn
(4-percent seasonally adjusted insured unemployment). These factors
were applied to the years 1957-73. The table which follows shows the
average number of weeks during which each State would have been
triggered "on" under the two alternative criteria in each of those years.
The table also shows the impact of simply eliminating the "20 percent
higher" requirement while continuing to use an unadjusted 4 percent
trigger. The results shown in the table do not take into account the
impact of the national trigger.
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NUMBER OF WEEKS OF EXTENDED BENEFITS EACH YEAR UNDER
ALTERNATIVE STATE TRIGGERS'

Current law:
H.R. 10210: 4.0% not

4.0% adjusted and
seasonally 4.0% not 120% of

State adjusted adjusted prior 2 years

Alabama ........................ 19.8 21.5 7.1
Alaska ........................... 48.6 43.3 8.1
Arizona .......................... 13.5 12.7 5.9
Arkansas ........................ 27.9 26.8 8.9
California ....................... 37.4 38.6 12.5

Colorado ........................ 0 3.5 1.8
Connecticut ..................... 18.0 20.1 10.5
Delaware ........................ 4.6 8.4 3.9
District of Columbia ............ 0 0 0
Florida .......................... 6.9 6.0 4.6

Georgia ......................... 9.8 10.5 4.9
Hawaii .......................... 8.4 10.2 6.9
Idaho ............................ 32.1 23.9 8.2
Illinois .......................... 6.2 8.2 5.9
Indiana .......................... 7.0 9.9 6.6

Iowa ............................. 8 4.8 3.2
Kansas .......................... 5.4 9.3 4.5
Kentucky ........................ 24.4 25.4 6.7
Louisiana ....................... 19.5 19.2 8.9
M aine ........................... 36.2 31.5 11.9

M aryland ........................ 17.5 16.3 7.8
Massachusetts ............... .. 33.4 33.3 12.2
M ichigan ........................ 25.5 26.8 11.4
Minnesota .................. .. 15.8 17.1 6.5
Mississippi ...................... 22.9 20.6 5.5

M issouri ........................ 11.4 14.2 5.5
Montana ............. .......... 34.1 26.4 8.5
Nebraska ........................ 0 6.5 2.3
Nevada ............ ............ 40.3 30.8 11.5
New Hampshire ................. 15.5 15.7 5.6

New Jersey ...................... 36.8 37.1 10.4
New Mexico ..................... 12.8 16.6 7.1
New York ........................ 29.7 27.7 8.6
North Carolina .................. 14.9 14.6 4.7
North Dakota .................... 27.1 24.1 5.9

See footnotes at end of table.
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NUMBER OF WEEKS OF EXTENDED BENEFITS EACH YEAR UNDER
ALTERNATIVE STATE TRIGGERS '-Continued

Current law:.
H.R. 10210: 4.0% not

4.0% adjusted and
seasonally 4.0% not 120% of

State adjusted adjusted prior 2 years

Ohio ............................. 10.7 12.7 7.1
Oklahoma ....................... 18.9 18.8 8.0
Oregon .......................... 34.9 29.7 10.9
Pennsylvania .................... 28.8 30.0 11.0
Puerto Rico ..................... 39.1 42.6 9.7

Rhode Island .................... 35.9 35.8 11.4
South Carolina .................. 6.6 7.3 4.1
South Dakota .................... 0 11.2 3.1
Tennessee ...................... 23.1 23.6 6.1
Texas ........................... 1.1 1.7 1.7

Utah ............................ 7.9 17.4 3.5
Vermont ......................... 31.4 27.0 11.5
Virginia .......................... 8 2.2 2.2
Washington ..................... 41.5 40.6 11.9
West Virginia .................... 25.4 29.2 7.8

Wisconsin ....................... 6.9 10.4 6.9
Wyoming.. 11.2 13.0 4.5
Average of all States.......... 19.0 19.5 7.0

As determined by Labor Department simulation study based on data from 1957-1973.

COST OF CHANGE IN STATE TRIGGERS UNDER H.R. 10210

Additional benefits
Fiscal year (millions)

1977 .....
1978 ..
1979 ....
1980 ....
1981 .....

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 0 0

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 0 0

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 0 0

V. Provisions Related to Benefit Eligibility

A. DISQu.LWtICATION FOR PIIECNAN-CY

In order to qualify for unemployment compensation benefits, a
worker must be able to work, be seeking employment, and be available
for employment. In a number of States, an individual whose unem-
Iloyvment is related to pregnancy is barred from receiving any unem-
loynment benefits. In 1975 the Supreme Court found a provision

of this type in the Utah unemployment compensation statute to be
unconstitutional. The Utah requirement had disqualified workers for
a period of 18 weeks (12 weeks before birth through 6 weeks after
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birth). The Court stated that "a conclusive presumption of incapacity
during so long a period before and after childbirth is constitutionally
invalid." A number of other States have similar provisions although
mo-t appear to involve somewhat shorter periods of disqualification.

Thel House bill in,-udes a provision which would prohibit States
from continuing to enforce any provision which denies uneumploy-
nient couuwlpe:ation IerIEfits solely on the batis of pregnancy (o)r
recenicy of pregnancy), Pregani individuals would, however. Co0l-
tinue io be rega.ed to meet generally taplplicable criteria of avail-
ability for work and ability to work. The text of the 19715 Supreme
Court decision is printed as appendix C. The following table )r.i-llts
the ino.t recent available information concerning State unelJilloy-
ment compxenxsation provisions disqlualifying individuals on the la:.is
of pregnmany.

STATE PROVISIONS LIMITING UNEMPLOYMENT BENEFITS
ON THE BASIS OF PREGNANCY

Benefits generally unavailable

State Before birth After birth

Alabama...

Arkansas...

Delaware...

Indiana ....

Maryland...

Minnesota..

Montana...

Nevada.....

New Jersey.
Ohio.....

Oregon ...

Tennessee.

Duration of
ployment.

........ ... d o ........

....... If unable to wc

....... Duration of
ployment.'

....... W le physical
unable to wo

....... Duration of
ployment.'

....... 2 months unle
individual ca
prove ability
work.

....... Duration of
ployment

....... 4 weeks .......
....... Duration of

ployment.

.......... d o ........

.do........

West Virginia ........... do.' .......

unem- Until application for
reinstatement to
job.

........ Until individual has
worked 30 days.

)rk..... Until doctor certifies
ability to work.

unem- Duration of unem-
pgloyment.I

ly Wile physically
rk. unable to work.
unem- Until individual has

worked 6 weeks.'
ss 2 months unless
in individual can
to prove ability to

work.
unem- Until proof of ability

to work.
........ 4 weeks.
unem- Until medical

evidence of ability
to work.

........ Until administrator
finds able to work.

........ 21 days after able to
worK.

........ Until individual has
worked 30 days.'

'Applies only if individual voluntarily quit employment.
'If laid off and medical evidence of ability to work is presented, disqualification

limited to 6 weeks before and after birth.
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B. FIxN.x.I.-. OF FEDERAL AG(ENC"y FINDINGS

State unemployment compensation agencies are required to grant
an imjnartial hearing to lwrzmons whose claims for unenmployment
Ilnefits are denied. In any ca.e where all or part of the enl)lo*yllent
on which benefits are to be based was with a Federal agency, however.
the findings of that agency are not subject to review by a State agency
hearing officer insofar as they concern: the fact of Federal employ-
ment. the period of Federal service and amowit of Federal wages, or

the reasons for terninating Federal employment. While a hearing is
not lermitted on these i.-sues at the State agency level, individuals
disputing these issues are entitled to a comparable hearing within the
Federal agency involved.

The House bill would allow these issues to be decided by the State
agency hearing officer.

C. DENIAL OF UNEMPLOYMENT COMPENSATION TO ATIILrET AND
ILLEGAL ALIENS

A floor amendment to H.R. 10-210 in the House of Representatives
added a provision which would require that all State unemployment
4I0'ol)ensation programs inclIde prohibitions against the payment of
Ixbnefits to athletes during the off season and to illegal aliens.

i'rofe~uiowW atldetes.-The bill would prohibit the payment of
benefits to a professional athlete during periods between two succes-
sive sports seasons if the athlete had been professionally particilIatin,
in such sports during the previous season and there is reasonable
assurance that he will participate in such sports during the following
season. The provision is intended to deny benefits to professional
athletes in the off season.

Illegal atiens.-The bill also prohibits payment of benefits to an
alien not lawfully admitted into the United .States. The provision is
intended to deny benefits to these individuals because they cannot be
legally available for work.

Vl. National Commission on Unemployment Compensation

Description and purpose of the Commi;sion.-The House bill estab-
li.dhes a National Commission on Unemployment Compensation for
the purpose of undertaking a comprehensive examination of the pres-
ent unemployment compensation system and developing appropriate
recommendations for further changes. The Commission would be com-
prised of three members appointed by the President Pro Tempore of
t he Senate, three members by the Speaker of the House of Representa-
tives, and seven by the President. Selection of members of the Com-
mission would be aimed at assuring balanced representation of in-
terested groups.

The Commission would be authorized to appoint such staff as it re-
quires and to contract for necessary consultant services. The final re-
port of the Commission would have to be sent to the President and to
Congress by January 1, 1979, and the Commission would terminate
90 days after the report is submitted.

Agenda item, for the Comd4sion.--.R. 10210 specifies a number
of matters which the Commision would be charged with studying.
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The bill states that its study shall include, without being limited to,
the following items:

(1) Examination of the adequacy, and economic and administrative
impacts, of the changes made by H.R. 10210 in coverage, benefit provi-
sions, and financing;

(2) Identification of appropriate purposes, objectives, and future
directions for unenmployment compensation programs, including rail-
road unemployment insurance;

(3) Examination of issues and alternatives concerning the relation-
ship of unemployment compen- sation to the economy, with special at-
tention to long-range funding requirements and desirable methods of
program financing;

(4) Examination of eligibility requirements, disqualification provi-
sions, anti factors to consider in determining appropriate benefit
amounts and duration;

(5) Examination of (A) the problems of claimant fraud and abuse
in the unemployment compensation programs; and (B) the adequacy
of present statutory requirements and administrative procedures de-
signed to protect the programs against such fraud and abuse;

(6) Examination of the relationship between unemployment com-
pen.sation programs and manpower training and employment pro-
grams;

(7) Examination of the appropriate role of unemployment compen-
sation in income maintenance and its relationship to other social in-
surance and income maintenance programs;

(8) Conduct of such surveys, hearings, research, and other activities
as it deems necessary to enable it to formulate appropriate recommen-
dations, and to obtain relevant information, attitudes, opinions, and
recommendations from individuals and organizations representing em-
plovers, employees, and the general public;

(9) Review of the present method of collecting and analyzing pres-
ent and prospective national and local employment and unemploy-
ment and statistics;

(10) Identification of any weaknesses in such method and any prob-
lem which results from the operation of such method; and

(11) Formulation of any necessary or appropriate new techniques
for the collection and analysis of such information and statistics.

VU. Overall Impact of H.R. 10210 on Costs, Revenues, and Coverage

In the past few years, high levels of unemployment have placed
heavy demands on the Federal-State Unemployment Compensation
system. In addition to the substantially increased payments under the
permanent. programs of regular and extended unemployment compen-
sation, the temporary emergency benefits program enacted in 1974 has
also required substantial funding. As a result, some 20 States have
exhausted their reserves and the Federal accounts in the trust fund
which are required tmo provide loans to the States and to pay part of
the cost. of extended benefits and all of the costs of emergency benefits
have also been exhausted. Thus, the provisions for borrowing from
the general revenues of the Treasury have come into play so that by
the end of fiscal year 1977, the Uneinplo•ment Trust Fund will owe
the Treasury an estimated $13.9 billion (including $.1.8 billion owed
by the States and $10.1 billion related to the Federal share of extended
and emergency benefits).
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H.R. 10210, by raising the net Federal tax rate and the Federal-
State tax base, will increase the revenues of the system. At the same
time, however, the additional coverage prove ided under H.R. 10-210
would increase benefit payments under the system. The net result
under Labor Department estimates would be a reduction in the total
deficit of the system by 1981 from the $13.1 billion projected under
current law to $8 billion under H.R. 10-210. Of this total $5.1 billion
reduction in the projected deficit of the system, $4.9 billion is related
to an improvement in the status of the Federal trust fund accounts.

The following charts and tables present additional detail concern-
ing the overall impact of H.1. 10210 on the coverage and financing
of the Unemployment Compensation programs. The estimates in these
materials were prepared by the Department of Labor using the as-
sumptions which are described below.

Assumptions for cost and revenue projection.
(1) Increase in average weekly benefit amount is 5 percent per year.
(2) Increase in total wages is based on covered employment in-

creasing at 2 percent per year and the Consumer Price Index increas-
ing as follows:

Fiscal year-

1977 1978 1979 1980 1981

CPI increase (percent).... 5.6 5.6 5.1 4.1 2.9

(3) The national unemployment rate I is as follows:

Fiscal year-

1977 1978 1979 1980 1981

Unemployment (percent). 7.0 6.4 5.6 5.0 4.9

Assumptionu for estimated repayment of State loans.
(1) Repayments by the States do not begin until 1979.
(2) The average tax rate for all States is 2.7 percent.
(3) The additional Federal rates under the loan repayment pro-

visions are 0.3 percent in 1979, 0.6 percent in 1980, and 0.9 percent in
1981.

(4) Consumer Price Index estimates used for projection of total
wages in "ke" loan States come from OMB Mid-Session Review of
the 1977 Buget.

(5) The building of trust fund levels is based on the annual com-
putation of revenue less both cost and loan repayments for the fiscal
years 1979-81.

(6) For the fiscal years 1977 and 1978, the addition to the cumula-
tive balance is 30 percent of the difference between revenue and cost.

(7) Of the eight States which account for 89 percent of current
loans outstanding, two will be at a taxable wage base of $6,000 or
above in 1979 and two will be above $4,200 without MI.R. 10210.

' Total unemployment rather than Insured unemployment.



REVENUES AND EXPENDITURES UNDER PRESENT LAW AND H.R. 10210: FISCAL YEARS 1977-81'
[Billions]

1977 1978 1979 1980 1981

Present H.R. Present H.R. Present H.R.
law 10210 law 10210 law 10210

Present H.R. Present H.R.
law 10210 law 10210

Revenues ...........

State taxes .............
Federal taxes ...........

Expenditures .......

Regular benefits .....
Extended/emergency

benefits ...............
Administrative costs....

9.8 10.1 10.7 12.0 10.8 14.1 11.1 15.4 11.8 16.3

8.2 8.2 9.0 9.6 9.1 11.1 9.3 12.3 10.0 13.2
1.6 1.9 1.7 2.4 1.7 3.0 1.8 3.1 1.8 3.1

14.3 14.3 11.6 12.0

8.8

4.2
1.3

8.8

4.2
1.3

8.5

1.8
1.3

8.8

1.9
1.3

9.6 10.3

7.9

.4
1.3

9.5 10.2 10.3 11.0

8.3 7.9 8.3 8.6 9.0

.8
1.2

.4
1.2

.7
1.2

.5
1.2

.8
1.2

'Estimates based on OMB assumptions underlying .-hid-session review of 1977 budget, see p. 59 for details. Data in table in-
cludes only revenues from unemployment payroll taxes and benefits financed through such taxes. Not Included are benefits financed
through reimbursement from Federal or State/local reimbursement (i.e. benefits for former Federal employees and servicemen. bene-
fits paid under start-up provisions of H.R. 10210 for which Federal general revenue funding is provided (see table on p. 62), or bene-
fits for State and local employees and employees of non-profit institutions which are paid for through reimbursement rather than payroll
taxes.)

Revenues
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AMOUNT OWED TO GENERAL FUND OF THE TREASURY BY THE UNEMPLOYMENT TRUST FUND'
[In billions of dollars]

Amount owed as of Sept. 30

1976

Present H.R.
law 10210

1977

Present H.R.
law 10210

1978

Present H.R.
law 10210

1979

Present H.R.
law 10210

1980

Present H.R.
law 10210

1981

Present H.R.
law 10210

Total ....... ...

Attributable to State

respons;bilities -----

10.9 10.9 13.9 13.6 14.5 13.5 14.3 11.9 13.7 10.0 13.1 8.0

-p- p

7.7 7.7 10.1 9.8 10.6 9.6 10.5 8.2 10.2 6.6 10.0 5.1

3-1 X5 X% .12
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ADDITIONAL COVERAGE AND BENEFITS UNDER H.R. 10210
[Dollar amounts in millions)

Costs of additional benefit payments

Employment Fiscal year 1978 Fiscal year 1979
Category of employment first covered

by H.R. Federal Federal
10210 Total sub. Total sub.

(thousands) ' benefits sidy I benefits sidy I

Agricultural ........... 327 $220 $160 $220 $30
Domestic .............. 264 180 130 180 20
Nonprofit schools ..... 300 10 8 10 ........
State and local gov-

ernment ............. 8,250 200 190 210 50

Total .............. 9,141 610 488 620 100

£ Based on projected 1977 employment levels.
2 The Federal subsidy arises from a provision authorizing general revenues

reimbursement to the States for benefits paid in fiscal years 1978 and 1979 to
the extent such benefits are based on wages prior to Jan. 1. 1978 (and for some
benefits based on wages during January-June 1978).



C. Additional Materials Related to Unemployment
Compensation Program





SELECTED UNEMPLOYMENT COMPENSATION STATISTICS, FISCAL YEARS 1974-77

Fiscal year-

1976 Transition
1974 1975 (prelim- quarter 1977

Item (actual) (actual) inary) (estimate) (estimate)

Labor force (thousands) ....................................... 90,008 91,876 93,597 94,800 96,000
Covered employment (millions) (calendar year) ............... 66.7 65.6 66.9 .......... 68.3
Total covered wages (millions) (calendar year) ................ $558.2 $583.8 1633.9........ $685.2
Total taxable wages (millions) (calendar year) ................ $265.5 280.8 295.4 ......... $312.2
FUTA revenue (millions) ....................................... $1,454 $1,354 $1,531 $300 $1,600
State tax revenue (millions) ................................... $5,263 $5,299 $6,404 $1,400 $8,200
Total unemployment rate (percent) ............................ 4.9 7.2 8.0 7.1 6.5
Insured unemployment rate (percent) ........................ 3.0 5.1 4.9 4.2 4.0

Benefit payments (billions):
Regular Ul benefits ........... ........... ................ $4.8 $9.8 $11.1 $1.8 $8.8
Extended benefits ................................... .3 1.2 2.9 .8 3.1
Em ergency benefits .......................... .............. ... .... 5 3.3 .7 1.1
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STATE UNEMP.OYMEN1 FINANCIAL DATA- CALENDAR YEAR 1975

ffkauaenm ste dollars]

Benefit payments

State taxes Interest credited
cwecteu to trust fund

Regular State
benefits

State share of
extended benefits

b.227,130 380,426 11,754,685 1,249,150 '4,351,538

Akbarna
Ariz.•

c.~ torn~

ColoraOJ
Correct cut
Deawamre
District ot Columxab
Florida

Georni&...
Hawii .Id.'...

llinois
Ind iana

38,372
.3,b4b
27.002

1,804
802,308

14 OC"2,
14- .'v40

1b,931
19,46'
92.51.4

49.518
39,370
19.177

175,645
74, 3

3,079
3,094
6,151
1,556

43o835

3.856
53

818
1,026

10,719

19,043
485

2,943
14,682149621

147,142
28,709

109,226
90,741

1,310,136

69,549
298,345
47,681
56,444

307,726

221,524
47,184
25 792

673,612
44,825

Sfe SItnobw M and of tbl

Total

Reserves
as of Dec.
31, 1975

13,382
1,091

14,205
8,037

139,646

5,923
37,521
4,658
3,639

41,460

28,857
4,35b
1.654

60,971
26.977

75,3a
67,569

1,578
545,694

46,505

80,711

268,413
5,378

53,598

198,2a



STATE UNEMPLOYMENT FINANCIAL DATA: CALENDAR YEAR 1975---Continued
(Thousands of dollars]

State
State taxes Interest credited

collected to trust fund

Iow a ............
Kansas .........
Kentucky ........
Louisiana .......
M aine ...........

Maryland .......
Massachusetts..
Michigan .......
Minnesota ......
Mississippi ......

M issouri ........
Montana ........
Nebraska.....
Nevada .........
New Hamsphire.

New Jersey ......
New Mexico.....
New York .......
North Carolina..
North Dakota...

33,642
51,274
55,267

105,489
29,762

60,750
269,997
283,801
84,920
18,435

89,523
12,688
18,137
31,285
15,333

374,803
19,616

651,628
75,295
11,768

5,157
7,394
9,332
7,488

599

4,886
1,628
4,267
1,034
5,781

9,344
650

2,313
671

2,183

41
2,088

50,111
23,519

1,117

Benefit payments

Regular State State share of
benefits extended benefits

92,788
58,074

137,816
106,540

53,029

180,905
476,884
835,930
175,392
57,543

225,707
24,234
46,781
47,354
44,462

651,407
26,809

1,254,189
300,648

11,007

7,506
4,719

11,606
7,5695,302

15,579
49,573

132,475
17,785
5,301

23,401
1,873
4,434
5,655
1,819

98,957
3,567

161,046
24,748

477

Reserves
as of Dec.
31, 1975

63,215
135,299
137,435
141,255('1)

29,849

89,7 1

94,893
7,689

28,698
3,856

28,766

574,197
342,031
22,633



O hio ............
Oklahoma ......
Oregon .........
Pennsylvania..
Puerto Rico....

Rhode Island.
South Carolina.
South Dakota..
Tennessee .....
Texas ..... ....

iJtah....
Vermont...
Virginia.....
Washington ....
West Vriginia..

Wisconsin....
Wyoming......

I Represents total reserves of the 37 States which had not exhausted their reserves as of Dec. 31, 1976.
'State has borrowed from Federal accounts to meet benefit obligations.

180,545
33,355
61,888

401,423
76,075

64,433
31,058

3,942
76,828
60,257

21,269
11,472
15,202

162,916
23,578

106,355
7,859

28,311
2,480
3,254

11,098
133

6
7,907
1,154

14,018
15,758

2,289
4

9,700
118

5,124

12,027
1,582

634,241
65,177

138,851
970,603
102,535

88,393
157,022

9,424
193,668
175,391

40,573
28,446

138,105
199,536
60,317

259,864
6,405

57,763
6,697

11,801
62,540
14,212

12,142
14,052

569
18,446
20,200

3,702
3,319
9,652

20,324
4,599

13,058
303

2d94,228
27,164
23,499

95,Ak
19,509

199,720
230,602

329152
123t49?'

78t3k)

120,851
30,885
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STATE UNEMPLOYMENT: CLAIMS DATA FOR REGULAR PROGRAM:
CALENDAR YEAR 1975

State

Total ......

Alabama ........
Alaska......
Arizona ..........
Arkansas .......
California ......

Colorado ........
Connecticut .....
Delaware.....
District of Colum-

b ia ....... ....
Florida..

Percent of
Number of beneficiaries Average benefici.

duration aries
Average of regular exhausting

Total during number benefits regular
year' per week (weeks) benefits

11,160,042 3,991,518 15.7 37.8

193,230
26,E22

* 95,477
112,841

1,267,665

53,857
253,264
34,349

35,949
324,456

Georgia..... 317,707
Hawaii.. 41,920
Idaho... 36,805
Illinois. 574,829
Indiana ....... . 282,699

Iowa.... 94,589
Kansas. 70,840
Kentucky ........ 160,856
Louisiana........ 120,044
Maine ............. 86,178

Maryland ........ 168,303
Massachusetts .... 360,395
Michigan .......... 681,730
Minnesota ........ 175,936
Mississippi ........ 90,482

Missouri.......... 238,288
Montana .......... 29,540
Nebraska ..... .... 53,958
Nevada .......... 43,963
New Hampshire. 67,269

New Jersey ........ 475,986
New Mexico .... 31,890
New York .......... 883,251
North Carolina .... 450,229
North Dakota ...... 14,041

See footnote at end of table.

58,252
7,035

38,644
41,204

421,433

25,132
83,971
11,366

13,539
129,553

84,198
14,460
11,591

216,752
86,487

29,191
20,711
49,866
43,493
23,223

61,484
155,694
255,339

60,117
29,876

84,527
10,245
16,402
14,002
16,762

178,813
14,734

394,117
114,777

4,879

12.9
14.6
16.8
14.3
15.6

16.1
16.6
18.9

19.4
15.5

12.3
16.2
11.5
15.4
13.9

13.7
13.3
14.0
15.0
11.9

15.2
18.5
16.2
15.0
13.4

15.2
14.5
14.0
15.6
11.1

18.6
17.8
20.7
12.0
13.9

32.3
22.2
50.4
34.8
37.5

59.2
33.8
38.1

45.8
59.1

41.8
37.9
31.9
39.9
40.1

44.7
36.4
31.6
36.9
37.9

35.9
41.0
39.4
50.9
30.1

38.3
38.6
44.7
43.5
10.7

43.4
36.6
42.4
24.4
26.7
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STATE UNEMPLOYMENT: CLAIMS DATA FOR REGULAR PROGRAM:
CALENDAR YEAR 1975--Continued

Percent of
Number of beneficiaries Average benefici-

duration aries
Average of regular exhausting

Total during number benefits regular
State year per week (weeks) benefits

Ohio ............... 542,357 189,250 15.2 32.3
Oklahoma ......... 81,229 29,134 14.8 47.4
Oregon ............ 149,212 54,704 14.8 28.9
Pennsylvania ...... 721,903 285,216 18.2 29.0
Puerto Rico ....... 138,817 73,661 17.7 67.0

Rhode Island ...... 78,432 29,954 17.6 44.7
South Carolina .... 228,049 60,556 11.5 25.9
South Dakota ...... 14,023 4,573 12.5 30.2
Tennessee ........ 237,783 85,665 14.5 34.1
Texas ............. 254,475 81,433 13.3 47.3

Utah .............. 47,231 16,069 14.0 36.6
Vermont ........... 24,949 10,750 18.1 36.8
Virginia ........... 180,987 47,801 11.9 27.7
Washington ....... 197,433 83,768 15.9 41.3
West Virginia ...... 82,864 25,813 12.7 22.5

Wisconsin ......... 221,436 89,020 15.7 29.2
Wyoming .......... 9,424 2,278 10.6 31.3

IBased on number of "first weeks" claimed during year. This tends to understate
the number of beneficiaries since it does not include those who came on the bene-
fit rolls in the preceding year.
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FEDERAL-STATE EXTENDED BENEFIT PROGRAM DATA:
CALENDAR YEAR 1975

Total number Total benefit
of beneficiaires payments

State during year I (thousands)

Total ...................... 3,891,374 $2,558,724

Alabama ........................ 50,673 26,760
Alaska .......................... 3,781 2,402
Arizona ......................... 40,030 28,410
Arkansas ........................ 30,829 16,074
California ....................... 458,474 279,294

Colorado ........................ 22,257 11,918
Connecticut ..................... 87,817 76,474
Delaware ......... .............. 12,921 9,268
District of Columbia ............. 14,476 11,028
Florida .......................... 175,348 82,920

Georgia ......................... 130,002 58,384
Hawaii .......................... 12,209 9,220
Idaho ........................... 9,445 3,440
Illinois .......................... 199,407 121,941
Indiana .......................... 123,289 54,069

Iowa ................ ............ 29,093 15,012
Kansas .......................... 19,769 9,439
Kentucky ........................ 40,634 23,212
Louisiana ....................... 38,213 18,952
Maine ......... ................. 29,428 9,884

Maryland ........................ 82,296 31,296
Massachusetts .................. 167,264 115,325
Michigan ........................ 288,904 242,236
Minnesota ....................... 44,551 36,369
Mississippi ...................... 27,901 10,602

Misssouri ........................ 87,683 46,802
Montana ........................ 9,250 4,027
Nebraska ........................ 17,459 8,868
Nevada .......................... 17,903 11,310
New Hampshire ................. 7,359 3,638

New Jersey ...................... 153,865 197,924
New Mexico ..................... 9,443 7,134
New York ........................ 429,079 326,420
North Carolina .................. 100,804 49,496
North Dakota .................... 2,351 954

See footnote at end of table.
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FEDERAL-STATE EXTENDED
CALENDAR YEAR

BENEFIT PROGRAM
1975--Continued

Total number
of beneficiaires

State during year'

O h io ...........................
O klahom a .....................
O regon ........................
Pennsylvania ..................
Puerto Rico ...................

Rhode Island .................
South Carolina ................
South Dakota ..................
Tennessee ....................
T exas .........................

U ta h ............... ..........
Verm ont .......... . ..........
Virginia ..............
W ashington ...................
W est Virginia . ................

147,347
28,860
39,165

211,508
85,586

38,470
40,175

3,247
87,512

102,750

10,862
10,138
32,396
78,141
17,956

Total benefit
payments

(tnousands)

119,065
13,757
23,603

159,443
28,357

24,619
27,104

1,171
36,892
40,417

7,677
7,321

19,304
44,516
11,272

Wisconsin .................... 27,603 33,095
Wyoming ..................... .666 616

' Based on number of "first weeks" claimed during year. This tends to understate
the number of beneficiaries since it does not include those who came on the benefit
rolls in the preceding year.

DATA:
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EMERGENCY UNEMPLOYMENT COMPENSATION ACT OF 1974
DATA: CALENDAR YEAR 1975

Benefici-
aries

during year I

Totals .......... .. 2,764,215

Total benefit
payments

(thousands)

$2,246,588

Alabama....
Alaska ......
Arizona .....
Arkansas ....
California...

Colorado ...............
Connecticut ...... ......
Delaware ........ ..
District of Columbia....
Florid a ... ....... ......

.... ... .. 25,681

........... 1,549

........... 25,089

..... ..... 17,152

........... 350,267

9,055
48,686

5,972
12,638

107,064

Georgia ............... 71,868
Hawaii .................. 5,999
Idaho . .................. 4,197
Illinois ....... ......... 94,117
Indiana .................. 53,279

Iowa....... 20,267'
Kansas ............ ..... 9,383
Kentucky ............... 20,485
Louisiana ............ .. 18,187
M aine ..... ............. 20,345

Maryland ................ 23,383
Massachusetts .......... 225,727
Michigan ................ 243,235
Minnesota ............... 33,453
M ississippi ........ ..... 14,211

Missouri ............. 45,917
Montana ................ 5,182
Nebraska ................ 7,651
Nevada .................. 10,302
New Hampshire ......... 787

New Jersey ........... .. 184,968
New Mexico ............ 4,759
New York ............ 354,087
North Carolina ......... 34,519
North Dakota ............ 734

See footnote at end of table.

Number
exhausting

benefits

1,270,913

18,727
1,770

13,815
10,203

203,080

6,530
28,897

3,909
16,398
47,820

48,937
7,837
1,974

57,662
41,448

- 9,434
5,701

14,840
11,034
8,202

14,173
222,077
220,244

25,776
6,276

35,293
2,352
5,568
9,121

534

196,922
3,044

424,116
28,808

336

7,088
309

13,117
5,019

204,719

1,133
4,783
1,505
4,221

65,080

23.144
1,875
1,623

40,750
32,924

8,166
2,714
7,089

11,260
9,207

19,432
63,738

146,778
13,729
3,808

16,640
3,022
5,224
9,132

25

126,960
2,522

112,390
9,766

315
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EMERGENCY UNEMPLOYMENT COMPENSATION ACT OF 1974
DATA: CALENDAR YEAR 1975-Continued

Benefici-
aries

during year I

Ohio ............ ........ 80,530
Oklahoma ............... 14,193
Oregon ..... ............ 22,746
Pennsylvania ............ 132,094
Rhode Island ............ 67,714

South Carolina .......... 25,608
South Dakota ........... 1,747
Tennessee ........... .. 44,460
Texas ................... 45,401
Utah .............. ... 8,707

Vermont ................ 7,937
Virginia ................. 1,334
Washington ............. 89,255
West Virginia ............ 8,000
Wisconsin ....... ...... 38,411

Wyoming..........
Puerto Rico .............

389
65,494

Total benefit
payments

(thousands)

$73,054
11,133
18,071

122,293
55,615

14,698
835

25,487
35,961

6,179

6,213
9,120

64,766
5,008

22,940

150
22.204

I Based on number of "first weeks" claimed during year.

Number
exhausting

benefits

14,888
4,260

10,110
38,410
63,806

15,889
971

18,936
17,291
4,288

4,365
43

51,855
1,221

12,105

3
33,265



Benefit Payments
State UI Programs [Excludes SUA]

Rsg~w, Fxlsndnd ad F-and Supp1m0M knls
Cunr" Law

Billhonr of Dollars
181"-

161-

141-

121-

1974 1875 1976 1977
F Ye Yn

Besd on T7 1517 UnmLk poyman Assmpions
*Trnwtkwe GuMIM

1373 1373 1M 1=11

US DOw~MIM of Lt
S~mpiwmgAt Wmini. A!n"WMsen
U -WN w" s- 5t m
Am@ ,0 WO~

Staff note: SUA (special unemployment assistance) is a temporary general fund program of benefits for unemployed persons not cov-
ered by the regular unemployment compensation programs. VSB (Federal supplemental benefits) is the popular name given by the
Department of Labor to the program established by the Emergency Unemployment Compensation Act of 1974.

10

8

6

4

2

0



Benit Payments
State U1 Programs [Excludes SUA]

Regwu. Exfenfde an Fr-ede esuwms" Seneis
Under HR 11O. U.C. A-Mn 0d uan 176, as p lsed by iS Moe.as 719176

Billions of Dollars
Is r 17.3 '- fFowl OwjmftliFUTe~mpmy
16 F-

14 1-.

121-.

10o -

8

6

.4

2

0
1t77

Flood YVm

Bm@W on 7 616 U1nsnipm"m•n Maumptionm
*Trwmitilonal Ouanw,

Us OWIIIWI Lof
-WO O TOOm uwmo

AUga.S.te IPS mounn• ow"L k 11 AN

Staff note: SUA (special unemployment assistance) Is a temporary general fund program of benefits for unemployed persons not cov-
ered by the regular unemployment compensation programs. FSB (Federal supplemental benefits) Is the popular name given by the
l)epartment of Labor to the program established by the Emergency Unemployment Compensation Act of 1974.

0



78

I!

Pl

3Z
U

0

I
I

i

I

I

i

I

I



79

I

z

>8
0

Lu

LU

us

I

I



3 j
U, I

* d-!
-- 1 1

!; j

6u

z

a

z
wu
I-

z

z
6u
'U

a
* .

I.

I

I



81

UNEMPLOYMENT: 1960-75
[Rates in percent)

National unemployment rate

Total Insured

1960....
1961 ......
1962 ......
1963 ......
1964 ......

1965 ......
1966 ......
1967 ......
1968 ......
1969 ......

1970 ......
1971 ......
1972 ......
1973 ......
1974.....

1975 ......

5.5
6.7
5.5
5.7
5.2

4.5
3.8
3.8
3.6
3.5

4.9
5.9
5.6
4.9
5.6

8.5

4.7
5.7
4.3
4.3
3.7

2.9
2.2
2.5
2.2
2.1

3.5
4.1
3.3
2.7
3.7

6.4

Note: The insured unemployment rate represents the average weekly number of
insured unemployed as a percentage of the average number of persons in covered
employment.



SIGNIFICANT PROVISIONS OF STATE UNEMPLOYMENT INSURANCE LAWS, AUG. 15, 1976

Benefits

Qualifying
wage or
employ-
ment
(number X
wba or as

State indicated) I

Duration in 52-week period

Waiting
week I

Computa-
ti'n of wba
(fraction
of hqw or
as indi-
cated) I I

Wba for total
unemployment ' Earnings

disre-
Minimum Maximum guarded S

Proper-
tion of
base-
period
wagesO

Benefit weeks for
total unemploy-

ment '

Mini- Maxi-
mum I mum

Coverage:
Size of
firm (1
worker in
specified
time and/
or size of
payroll) ii

Taxes: 1975 Tax
rates (percent of

wages) '
Mini- Maxi.
mum mum

..... lXhqw;
not less
thafn
$522.

..... $750:$100
outside
HQ.

1lXhqw;
$375 in
HQ.

30; wages
in 2
quarters.

0 . . .. ý1, .. . . . .

1 2.3-1.1
percent
of annual
wages.
plus
$10 per

deop end-
en tup to
$30.1 • • • J . . .

1.

California .......... $750 ..... I .1

Colorado ....... . 30 ... ...... 1 ...

ý • ja up to
66%
percent
of State
aww.

..... 60 percent
of ýia of
claim-
ant's qhw
up to 60
percent
of State
aww.

SIS ..... $90 ...... $6 S .... % ....... 11+.... 26 ...... 20 weeks. 0.5'.... 2.7.6

18-23 . 90-120... Greater
of $10
orw4
basic
wba.

34-31o... 14 ...... 28 ...... Anytime . 1.6 ' .... 4.1.'

is .. 85 ... .... $15 . ... 4 ......... 12+ .... 26 ...... 20 weeks..1 ....... 2.9.

15.. ... 100 ..... .... ... % .. ...... 10 ...... 26 ...... 10 days... 3ý ...... 4.2.

30 . 104 . $18 ....... 4 ........ 12

25 ..... .114. /4 wba... % ......... 7+-10..

26' ..... Over
$180 in
any
quarter.

26 ...... 20 weeks.

1.70 .... 4.1.9

0 ........ 3.6.

Alabama ....

Alaska ........

Arizona ... .........

Arkansas ..........



Connecticut

Delaware...

District of
Columbia.

Florida

Georgia
Hawaii

Idaho

Illinois

40.... 0

36. •

l½Xhqw:
not less
than

450;
300 in 1

quarter.

20 weeks
employ-
ment at
averageof $ 20 or
more.

IýXhqw.. 30 14
weeks
employ-
ment.

1. X hqw;
not less
than
$520.01;
$416.01
in 1
quarter;
wages in
2 quar-
ters.

+ 1 000;$275
outside
HQ.

0

"4. up to
60 per-
cent of
State aww
plus $5
per de-
pendentup to %I
W 8.

4P.. up to
60 per-
cent of
State
aww.14

ý,1, up to
664
percent
of State
aww plus
$1 per
depend-
ent up to
$3.

% claim-
ant's
aww.

I

1 ' ,splus$I
1It 4a up to

66%
percent
of State
aww.

I Mie up to
60 per-
cent of
State
avWI.

I is. 4 claimant
aww up
to 50
percent
of State
aww. Is

15-20 .... 110-165.. %wages . M . .... 26'... . 26' ....... do . . .. 1.5' .... 6.0.'

20 125 . Greater
or
percent
of wba.

13-14 139' 4wba ..

26Xwba 17 .... 26..... do ......
or 50
percent
of bpw.

1.3 ... 4.2.

S....... 17+. .. 34 ..... Any time 2.5..... 2.7.

10 82. $5 weeks 10.
employ-

-ment.

27 90
5 112

17 99..

Uniform . .. . . . . .26 ....
26. .. 26'T

4 wba. Weightedsched-
ule of
bpw in
rela-
tion to
hqw.

10 ... .. 26 .....

15 ...... 106-135. $7. ..... Uniform.. 26 ...... 26.

26. 20 weeks .1 . . . 4.5.

do ......
Any

ti me.&T

20 weeks
or $300
in any
quarter.

.08 1.. .3.36.0
3.0 .... 3.0.'

1.1' .... 4.7.0

20 weeks .1 ..... 4.0.

See footnotes at end of table.



SIGNIFICANT PROVISIONS OF STATE UNEMPLOYMENT INSURANCE LAWS, AUG. 15, 1976-Continued

Benefits

Qualifying
wage or
employ-
ment
(number X
wba or as

State indicated) I

Indiana .... 1ý4 X hqw;
not less
than
$500;
$300 in
last 2
quarters.

Iowa....

Kansas...

Kentucky ..........

Louisiana .........

.......... $600; $400
in 1
quarter
and $200
in
another.

......... 30; wages
In 2
quarters.

1%Xhq w;
8Xwba in
last 2
quarters*
$250 in Iquarter.

30.....

Computa-
tion of wba
(fraction
of hqw or

Waiting as indi-
week a cated) I I

I 4t. up to
$69.8

0

1

4jo up to
6641
percent
of State
aww.

)46 up to
60 per-
cent of
State
aww.

.4 up to
50 per-
cent of
State
aww.

0 .

Wba for total
unemployment Earnings

disre-
Minimum Maximum garded"

35... $69-$115. Greater
of $3 or
20
percent
of wba
from
other
than
BP
am-_player.

10 .. 116 ...... $15+p
wages.

25 ....... 101 ...... $8.....

Duration in 52-week period Coverage:
Size of

Benefit weeks for firm (1 Taxes: 1975 Tax
Proper. total unemploy- worker in rates (percent of
tion of ment 7 specified wages) 1
base- time and./
period Mini- Maxi- or size of Mini- Maxi-
wages s mum I mum payroll) if mum mum

M........ 4+

H ......... 10 .

... 26 ...... 20 weeks. 0.08.. .. 3.1.

.. 39.... ... do ...... 0' .... . 4.0.

H . .... 10. ... 26. ... .. do .. . 0 . .... 3.6.

12. . . . 87.... ... . wages.. % ....... 15.

118 ..1. 0P s - O ..... .. 90 "4..... H wba.. • . ..... 12.

26 ......... do ....... ....... 3.2.

28 ......... do.. ... 1.0 ...... 3.0.



M aine ...... .......

Maryland........

Massachusetts.

Michigan......

$900; $250
in each
of 2
quarters.

14Xhqw;
$192.01
in 1
quarter:
wages in

? quar-
ters.

$1.200

14 weeks
employ-
ment at
$25.01
or more.

Minnesota ...... 18 weeks
employ-
ment at
$30 or
more.

Mississippi . 36; $160
in 1
quarter;
wages in
2 quar-
ters.

See footnotes at end of table.

0....... 41 up to
52 per-
cent of
State
aww+$5
per de-
pendent
to ý*
wba.

0 44+$3
per de-
pendent
up to
$12.

to 57.5"
percent
of State
awwo
+$6 per
depend-
ent up to
ýj wba.3

0 ., . 60 percent
ofclaem-
ant's aww
up to $97
with
variable
maximum
for claim-
ants with
depend-
I nt.1 ' (Ia)........

1

12-17. .. 79-119... $10. .. . r- ...... 114--25. 26 ......... do ...... 2.4 . ... 5.0.

10-13

14-20

89 ' .. $10

101-152.. $10.

16-18.. 97-136... UP to
wba.'

18 . . . 113 . .. $25 ....

Uniform.. 26. . . 26 . . Anytime...7 ....... 3.6.

36 per-
cent.

% weeks
employ-
ment.

NO
weeks
employ-
ment.

9+-30.. 30 . . . 13 weeks. 3.9. .. 5.1.

11 ...... 26 .... . 20 weeks
or
$1,000
in cal-
endar
year.

13.. 26 20
weeks.Y

.7° . . 6.6.' CO0

.9' .. 5.0.'

10...... 80 ........ $5 .................. ................ ....... 4....... 2.7.



SIGNIFICANT PROVISIONS OF STATE UNEMPLOYMENT INSURANCE LAWS, AUG. 15, 1976-Continued

Benefits

Qualifying
wage or
employ-
ment
(number X
woa or as

State indicated) I

Missouri 30xwba;
$300 in 1
quarter;
wages in

quar-
ters.

Montana. .. 13Xwba
Outside
HQ.

Nebraska....... $600; $200
in each
of 2
quarters.

Nevada ... Xhqw...

New Hampshire ... $600; $100
in each
of 2
quarters.

New Jersey ....... 20 weeks
employ-
ment at
$30 or
more; or
$2,200.

Waiting
week ,

Computa-
tion of wba
(fraction
of hqw or
as indi-
cated)i 3

Wba fur total
unemployment 4 Earnings

disre-
Minimum Maximum garded I

Duration in 52-week period Coverage:
Size of

Benefit weeks for firm (1
Proper- total unemploy- worker in
tion of ment specified
base- time and/
period Mini- Maxi- or size ov
wages' mum S mum payroll) as

Taxes: 1975 Tax
rates (percent of

wages) 0

Mini- Maxi-
mum mum

1it. .. 1ts ...... $15.. .... $85 .. .... $10 ...... g ......... 8-13+ .. 26 ...... 20 weeks. 0' ...... 3.6.0

1 . . 3. up to
60 per-
cent of
State
aww.

I HV'-43...

0....... tup to
50 per.
cent of
State
aww.

0 . 2.3-1.2
percent
of annual
wages.

1 'S.. 66t per-
cent of
claimant
aww up t
50 per-
cent of
State aw

12.... 94....94 (..........). .......... 13 ...... 26..... Over
$500 in
current
or pre-
ceding
year.

12 ... .... 80 ........ UptoI4 I ......... 17 ...... 26 ...... 20 weeks
wba.6

16 ........ 94 ........ 4 wages.. t ...... .... 11. 26 ... $225 in
any
quarter.

tos
to

rw.

1.1 1 .... 3.1.9

.1 ....... 2.7.

.6 . 3.0.0

14 ........ 95 ........ ýi wba.... Uniform .. 26 ...... 26 ...... 20 weeks. 2.7 ...... 4.0.

20 ....... 96 ........ Greater % weeks 15 ...... 26...... $1.000 1.2 9 .... 6.2.'
of $5 or employ- in any
Xl wba. ment. year.



New Mexico .... i X hgw

New York ...... 20 weeks
employ.
ment at
average
of $30 or
more.it

North Carolina 1hXhqw;
not less
than
$565.50:
$150 In 1
quarter.

North Dakota 40; wages
in 2
quarters.

Ohio 20 weeks
employ-
ment at
$20 or
more.

South Carolina 1jXhqw;
not less
than
$300;
$180 in 1
quarter.

Oklahoma l4Xhqw;
not less
than
$500 inBP:
$4.200

See footnotes at end of table.

I . So not less
than
10 per-
cent nor
more
than 50
percent
of State
aww.

I I ..... 67-50 per-
cent of
claim-
ant's
aww.

0 ýJ*up to
(through 66% per-
Feb. 15. cent of
1977). State

aww.

ý% up to
67 per-
cent of
State
aww.

i s j claim-
ant's
aww+
d.a. of
$1-$55
based on
claim-
ant's
aww and
number
of de-
pend-
ents. SI

4* up to
66'1 per-
cent of
State
aww.

ý*A up to
55 per-
cent of
State
aww

16 ....... 78 .......... 34 wba.... % ...... 18+ .... 30 ...... 20 weeks
or $450
in any
quarter.

20.. 95 ....... (1"). .. . Uniform.. 26 .... 26. $300 in
any
quarter.

.6 ...... 3.6.

1.3 ...... 5.0.

15.. 105.. !Jwba.... Nbpw. 13.. 26... .20 weeks .2 ....... 4.7.

15 . 107 .. %Jwba... (6) . .. .. 26........do. ...... 9 ....... 4.2.

10-16 95-150 . wba. . 20X 20. 26.......do ...... 1 ...... 3.8.
wba+
wba for
each
credit
week in
excess
of 20.

10.. 103.. .t~wba.. ...... 10 . 26 . 20 weeks. .25 ... 4.1.

16. 93. $7. 10+. 26 ... . do .... 4 ...... 27.I



SIGNIFICANT PROVISIONS OF STATE UNEMPLOYMENT INSURANCE LAWS, AUG. 15, 1976-Continued

Benefits

Qualifying
wage or
employ-
ment
(number X
wba or as Waiting

State indicated) A week a

Computa-
tion of wba
(fraction
of hqw or
as indi-
cated) 1 a

Wba for total
unemployment 4  Earnings

disre-
Minimum Maximum garded 6

Duration In 52-week period Coverage:
Size of

Benefit weeks for firm (1 Taxes: 1975 Ta
Propor- total unemploy- worker in rates (percent of
tion of mont I specified wages) '
base- time and/
period Mini- Maxi- or size of Mini- Maxi-
wages S mum I mum payroll) IN mum mum

Oregon ..........

Pennsylvania......

Puerto Rico .......

18 weeks
employ-
ment at
average
of $20 or
more;
not less
than
$700.

32+-36;
$120 in
HQ; at
least 20
percent
of bpw
outside
HQ.

21+30;
not less
than

150;
50 in 1

quarter;
wages in
2 quar-
ters.

1 .. .. 1.25 per-
cent of
bpw up
toS55
percent
of State
aww.

0 .. ...... mi-Ist up
to 66%
percent
of State
aww4-
$5 for 1
depend-
ent; $3
for 2d.

3..s-44.; up
to 60
percent
of State
aww.

$28 . $102 . .. wba.... . ........ 9-26 .... 26 ...... 18weeks 1.2240.. 2.856.6
or $225
in any
quarter.

$13-l8 . $125-133. Greater Uniform.. 30 ...... 30. . Anytime.. 1.0 ...... 4.0.
of $6
or 40
percent
wba.

7 ........ 60 ........ Wba ........ do ...... 20 20. ........ do ...... 2.95.... 3.45.



Rhode Island ....... 20 weeks
employ-
ment at
$46 or
more; or
$2.760.

South Dakota... $400 in
HQ: loX
wba
outside
HQ.

Tennessee....... 36;
$338.01
in 1
quarter.

Texas..... ... 1Xhqw;
not less
than
$500 or
% FICA
tax base.

Utah 19 weeks
employ-
ment at
$20 or
more;
not lees
than
$700.

Vermont. .. 20 weeks
employ-
ment at
$30 or
more.

Virginia ........ 36; wages
in 2
quarters.

1 . 55percntOf claim-
ant's aww
up to 60
percent
of State
aww. +
$5 per
depend-
ent up to
$20.

142 up to
62 per-
cent of
State
aww.1 to

ýJ* up to
65 per-
cent of
State
aww.

)claim-
ant's awwfor h 1gh.
est 20
weeks up
to 60
percent
of State
aww.

lie . . wt

Sag footnotes at end of table.

26-31 . 100-120.. $5 ........ weekss 12 ...... 26 ......... do ...... 3.2 '.... 5.0.0
employ-
ment.

19. 89 4 wages
up to
4 wba.

)4 .... .. . 10+ .... 26 ......... do ...... 0 . ...... 2.7.

14 . .. 85... $20 ..... j ........ 12... .. 26 ... .. do ............ 4.0.

15 63.. .. Greater
of $5
or kj
wba.

10 110 Lesser of
$12 or)4 wb
from
other
than
regular
em-
ployer.

15. .96 .. $15+$3
for
each
depend-
entup
to $15.

20 ...... 103 .... Greater
of 4
wba or
$10.

27 per-
cent.

Weighted
sched-
ule of
bpw in
rela-
tion to
hqw.

9 .... 26..... do. ........ ..... 4.0.

10-22 . 36... $140 in
CQ in
current
or pro-
ceding
calen-
dar
year.

Uniform.. 26 . . 26.. 20 weeks. 1.0 ... 5.0.

% .... 12 .. ... 26. .. .do ....d .05 ... 2.7.

1.4 10.... 2.7.0



SIGNIFICANT PROVISIONS OF STATE UNEMPLOYMENT INSURANCE LAWS, AUG. 15, 1976-Continued

Benefits

Qualifying
wage or
employ-
ment
(number X
wba or as

State indicated) I

Washington ..

West Virginia....

V

V

Isconsin ......

Waiting
week I

Computa-
tion of wba
(fraction
of hqw or
as indi-
cated) I I

. $1.550 is 1 4&s of hqw
up to O
percent
of State
aww.

$700 ...... 1'is. .... 1.9-0.8
percent
of annual
wages
up to
664t
percent
of State
aWW.

17 weeks iS 1 50percent
employ- of claim-
ment: ant's aww
average up to 66%i
of $44.01 percent
or more of State
with 1 aww.
employer.

fyoming .. 20 weeks
employ-
ment with
20 hours
in each
week
+800 In
bpw.

1 . . ýis up to 50
percent
of State
aww.

Wba for total
unemployment. Earnings

disre-
Minimum Maximum guarded&

$17. $102..... $5+4
wages.

Duration in 52-week period Coverage:
Size of

Benefit weeks for firm (1
Proper. total unemploy- worker In
tion of merit I specified
base- time and/
period Mini- Maxi- or size of
wages I mum ' mum payroll) W

Taxes: 1975 Tax
rates (percent of

wages) I
Mini- Maxi-
mum mum

.......... 8+23+. 30..... Anytime.. 3.0 '.... 3.0.'

14.. . 128 .... $25 ....... Uniform.. 26 ..... 26..... 20 weeks. 0....... 3.3.

23 .

10...

122 ...... Up to 4 * .weeks 1-13+.. 34 ...... 20 weeks.
wba.5 employ.

ment.

95.. $1.. ......... 11-24 .. 26..... $500 in
current
or pre-
ceding
calen.
dar
year

'0 ...... '4.7.

0.79 .... 3.49.



I Weekly benefit amount abbreviated in columns and footnotes as wba;
base period, BP; base-period wages. bpw; high quarter. HQ; high-quarter
wages, hqw; average weekly wage, aww; benefit year, BY; calendar quarter,
C9;. calendar year, CY; dependent. dep.; dependents allowances, da.;
minimum. min.; maximum. max.

I Unless otherwise noted, waiting period same for total or partial un-
employment. New York, 2-4 weeks; Wes. Virginia. no waiting period required
for partial unemployment. No partial benefits paid in Montana but earnings
nct exceeding twice the wba and work in excess of 12 hours in any I week
disregarding for total unemployment. Waiting period may be suspended if
Governor declares state of emergency following disaster. New York, Rhode
Island. In Georgia no waibng week if claimant unemployed not through own
fault.

3 When States use weighted high-quarter, annual-wage, or average weekly-
wage formula, approximate fractions or percentages figured at midpoint of
lowest and highest normal wage brackets. When da provided, fraction applies
to basic wba. In States noted variable amounts above max. basic benefits
limited to claimants with specified number of dependents and earnings in
excess of amounts applicable to max. basic wba. In Indiana da. paid only to
claimants with earnings in excess of that needed to qualify for basic wba and
who have 1-4 dependents. In Michigan and Ohio claimants may be eligible
for augmented amount at all benefit levels but benefit amounts above basic
max. available only to claimants in dependency classes whose aww are higher
than that required for max. basic benefit. In Massachusetts for claimant with
aww in excess of $66 wba computed at 1/52 of 2 highest quarters of earnings
or 1/26 of highest quarter if claimant had no more than 2 quarters work.

4 When 2 amounts given, higher includes da. Higher for min. wba includes
max. allowance for one dep.: Michiqan for 1 dependent child or 2 dependents
other than a child. In the District of Columbia and Maryland, same max. with
or without dependents.

& In computing wba for partial unemployment, in States noted full wba paid
if earnings are less than 1/2 wba; 1/2 wba if earnings are 1/2 wba but less
than wba.

* With exception of Montana and North Dakota. States noted have weighted
schedule with percent of benefits based on bottom of lowest and highest
wage brackets. In Montana. duration is 13, 20, and 26 weeks, depending on
quarters of employment; in North Dakota. 18, 22. and 26 weeks, depending
on amount of BP earnings.

I Benefits extended under State program when unemployment in State
reaches specified levels: California, Hawaii, by 50 percent; Connecticut by 13
weeks. In Puerto Rico benefits extended by 32 weeks in certain industries,
occupations or establishmepts when special unemployment situation exists.
Benefits also may be extended during periods of !%igh unemployment by 50
percent, up to 13 weeks, under Federal-State extended compensation pro-

gram and up to 26 additional weeks under the Federal supplemental benefits
program.

4 For claimants with minimum qualifying wages and minimum wba. when
two amounts shown range of duration applies to claimants with minimum
qualifying wages in Bp; Ionger duration applies with minimum wba; shorter
a uration applies with maximum possible concentration of wages in HQ,;
therefore highest wba possible for such BP earnings. Wisconsin determines
entitlement separately for each employer. Lower end of range applies to
claimants with only 1 week of work at qualifying wage; upper end to claimants
with 17 weeks or more of such wages.

9 Represents minimum-maximum rates assigned employers in Calendar
Year 1975. Alabama. Alaska. New Jersey require employee taxes. Contri.
buttons required on wages up to $4,200 in all States except Missouri,
S4.500; Alabama, Montana, Rhode Island, $4,800; Michig an, New Jersey,
$5,400; Connecticut. Georgia, Iowa, Utah, Wisconsin. $6,000; Nevada.
$6,100; Minnesota. $6 200- California. Oregon, $7000; Washington,
$7.200; Hawaii, Idaho. 0.860: Alaska. $10.000.

* Waiting period compensable if claimant entitled to 12 consecutive
weeks of benefits immediately following. Hawaii; unemployed at least 6
weeks and not disqualified. Louisiana; after 9 consecutive weeks benefits
paid, Missouri: wher- benefits are payable for third week following waiting
period. New Jersey; after benefits paid 4 weeks. Texas. Virginia; after any
4 weeks in BY. Minnesota; after 3d week unemployment. Illinois; after 3d
week of total unemployment, Ohio; after I week, Wisconsin.

II Or 15 weeks in last year and 40 weeks in last 2 years of aww of 30 or -0
more, New York.

12 For New York. waiting period is 4 effective days accumulated in 1-4
weeks; partial benefits 1/4 wba for each I to 3 effective days. Effective days:
fourth and each subsequent day of total unemployment in week for which
not more than $95 is paid.

Is To 60 percent State aww if claimant has nonworking spouse; 66-2/3
percent if he had dependent child. Illinois; 60 percentof first $85. 40 per.
cent of next $85, 50 percent of balance up to $105, Minnesota.

n4 July 1, 1977. 63 percent. July 1. 1978. 66.2/3 percent, Delaware Sept. 1.
1976, 66-2/3 percent. Louisiana.

Is In addition to total wages of $1,550, claimant also must have either (1)
16 weeks of employment with wages of 15 percent of average wage or (2)
600 hours of employment.

16 $1,500 in any Calendar Quarter in current or preceding Calendar Year
unless otherwise specified.

1? Also covers employers of 20 or more aqricultural workers in 20 weeks.
Hawaii; covers 4 agricultural workers in 20 weeks. Minnesota.

is Maximum amount adjusted annually by same percentage increase as
occurs in State aww.
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APPENDIX A.-CONSTITUTIONALITY OF STATE AND
LOCAL ('OVERAGE: LABOR DEPARTMENT OPINION

U'.S. I )EIrR'MENT (OF LAB.IR.
OFFiIE OF TIie SOLICITO R.

lVashbigtoi. D.C.. JuA e 28, 1976.

MEMORANDUM (IF LAW

TIlE CONSTITUTIONALITY OF REQUIRING STATE LAW COVERAGE OF STATE
AND IA)CAL GOVERNMENT E1MPLOYEES- UNDER TIlE FEDI-;RAI-STATE UN-

EXMPUJYMENT COMPENSATION I'R AM'R.\M

The question addressed in this paper is whether the Congress has
the constitutional power to enact a statute requiring the States, as a
condition of continued participation in the Federal--State unemploy-
ment compensation program. to cover employees of State and Ioal
governments. This question is especially pertinent. in light of the deci-
sion of the Supreme Court in National League of Cit/is v. 1'sery.

U.S. - . Jine 24. 1976. which struck down the Fair LaborStandards Act requirements of mandatory coverage of State and local

government employees under that act's minimum wage and ov,,rtime
provisions. We conclude that National Lbigue of C(tits is clearly
(listinguishable an(I that Congress has the powe.r under the taxing and
general welfare cli u.se of the ('onst it it ion. to condit ion (oilt inuied! par-
ticipation in the Federal-State tinemllloyment compensation program
on inlemplloVyent co(011l penat ion 'overage, of State anlid lo-Ial govern-
nment elml)lo'yeCs.

BACKGROUN D

The basic structuire of the Fveldral -St ate unemillo , nielt ,c,,mpensa-
tion pr, wrrail Lv:s mt iai iid i,'t a ,iL.e Sincl'e the (la,'tilment of th-
Social Security Act on A.miimt 14. 985. In title IX of t hat act a pav-
roll tax of 3 l)perent was Iaid on private ect or employers. A credit
of tip to 90 percent of the tax, or 2.7 Ipercent. was allowable for i'on-
tribtitions paid into a State iiineiiiilo3 Itienlt funld. under a State mliema-
liloymlivilt comitpelsat ion law found to meet the co,,iditions for ai pprox al
set out in title IX. A State %%htich had an mormod t imienij~lo~vrileit
col•liensation law couid ap)l.v. urn|•er title III of thle act. for ,yfraits
of funds to assist tbie State in the adi tJiist ratio)n of its law" lie a t -
mmnt of such Zrants wold !x, certified ai)lm a fi(111i,, lthat the S'tare
law contained the further trwu, i.iton* ren iircd by title II1. The pro-
viQ;ons on ,ranits reaiiai ed in title III of the Social Sei, ciivty Act, -2
U.S.C. 501 et seo.. while the tavin- l~r,: i-ioijs are in the Federal

-nenimlov'nent Tax Act. heaterr 23 of tie Intern:mI Revenue Codde
of 1954 26 1 .S.C.. 3,301 Mt e-vi. "ilcv re(mINItrccnn, for State uInciii-
Wlovlent ,oh li,-:t ifmin laiis are -4t out ili 42 U.S.C. 503(a) and 26
U.S.C. 3304 (a). respectively.

9!5•
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For the first 37 years of this cooperative program no provision of
the Federal statutes required the State laws to cover any specific
clasq of employees in either the public or private sector. Inducement
or persuasion of State law coverage was founded on the tax credit
in the Federal Unemployment Tax Act. Credit against the Federal
tax was based on contributions into a State unemployment fund on
the same payroll, and coverage of the State law was based on the pay-
roll subject to contributions. In this way State law coverage for com-
pensation purposes was generally as broad as the tax coverage of the
Federal Unemployment Tax Act, although the States retained the
authority to adopt more restrictive coverage or expand coverage be-
yond the inducement provided by the Federal law.

In the employment security amendments of 1970 (Publi, Law 91-
373), Congress amended section 3304(a) of the Federal U-nemploy-
ment Tax Act to add new requirements for approved State unemploy-
ment compensation laws. Among the new requirements was section
3304(a) (6) (A). which required State laws to cover for compensation
purposes employees of nonprofit organizations and employees of State
hospitals and institutions of higher education. Another new require-
ment, added to section 3304(a) (12), required States to permit politi-
cal subdivisions of the States to elect coverage for compensation pur-
poses of employees of hospitals and institutions of higher education
operated by the political subdivisions. These were the first coverage
requirements to be contained in the Federal U-nemplovment Tax Act,
and were requirements for State laws beginning in 1972. Expansion of
coverage to those three classes of employees was accomplished by
making the coverage a State law requirement instead of taxing the
States and localities; the employment of those three classes of em-
ployees still remains excepted from Federal tax coverage.

Now before Congress is H.R. 10210, which in section 115 would
further amend the Federal U~nemployment Tax Act so as to furthe-
extend public employee coverage to most employees of State and local
governments.

Related to those amendments is a change in section 302(a) of the
Social Security Act. 42 U.S.C. 502(a). Section 30"2(a) would be
amended to exclude from grants to the States any sums to meet costs
of administration of the State laws which are associated with the
coverage of the State and local government employees. Another re-
lated amendment is to the Federal-State Extended Unemployment
Compensation Act of 1970 (title 1I of Public Law 91-373). pursuant
to which State- unemployment funds are reimbursed from Federal
funds for one-half the cost of compensation paid by the States which
is sharable extended compensation or sharalble regular compensation
within the meaning of that act. As so amended, sharmble compensation
would not include any compensation paid on the basis of State or local
government employee coverage. The reason for withdrawing the
financial support of grants and sharable compensation reimburse-
ments with respect to State and local government employee covertage
is that neither the States nor the localities contribute to the funding
from which the financial support is drawn. Under title IX of the
Social Security Act, 42 U.S.C. 1101 et seq., a permanent, indefinite
appropriation is made to the unemployment trust fund. measured by
the collections under the Federal Unemployment Tax Act. The sums
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appropriated, insofar as is pertinent for present purposes, are trans-
ferred to accounts in the fund from which nioneys are drawn for the
financial sul)port to the States of grants and ,h'arable compensation
reimbursements. Because the States and localities are not subject to
the Federal Unemployment Tax Act they contribute nothing to the
funding of the financial suj)port. and consequently woulh derive no
financial support with respect to State and local government employee
coverage under the related aniendnents.

ARGUMENT

Article 1, section j. clause 1, of the United States Constitution con-
fers upon ('ongress the power: -To lay and collect Taxes. Duties. II-
posts and Excises, to pay the Debts and provide for the common
Defense and general Welfare of the United States * * * '.

It is wit! in the powers of Congress to lay taxes and provide for the
general welfare. Thus, as this memorandum will demonstrate, it is
within the power of ('ongress to impose the Federal unemployment
tax and grant a credit against the tax on the condition, among otl.ers.
that State unemnplovment comnl jxsation laws cover State and local
government employees. It is also within the power of Congres, to
grant funds to the States to assist tl:em in the administration and fund-
ing of their approved unemployment comjpen,-ation laws, to place
limitations on those grants, and to make it a condition of such grants
that tle State unemployment compensation laws be apl)roved Iunder
the Federal Unemployment Tax Act.

I. THlE DECISION OF TIlE UNITED STATES SUPREME COURT IN STEWARD
MACHINE CO. 'V. DAVIS IS CONT7HOLLING (ON TIlE POWERS IF OF NGRESS
UNDER THE TAX AND GENERAL WELFARE (*I.AtrSE

The issue of State law requirements as a condition of the approval
(of State unemployment comlpensation laws for tax credit purposes was
fully argued and decidedd in favor of the validity of the Federal statute
in Steward Machine Co. v. Parik, 301 U.S. 548 (1937). The ('ourt held
that it is within Congress' power under the tax and general welfare
clause to pre.scribe conditions for a tax credit which it found were
related in subject matter to activities "fairly within the scope of na-
tional policy and power" (301 U.S. at 59o). and which would "assure
a fair and just requittal for benefits received". (301 U.S. at 598). The
conditions, it said, are "not directed to the attainment of an unlawful
end, but to an end. t',:e relief of unemployment, for which Nation and
State may lawfully cooperate". (301 U.S. at .593). "In determining
essentials Congress must have the benefit of a fair margin of discrv-
tion." (301 U.S. at 594). In regard to these conditions, "inducement
or persuasion does not go beyond the l)un(ls of power". (301 U.S. at
591). On the 10th amendment issue the Court ruled that the pro-
visions are not void as involving the coercion of the States in contra-
vention of the 10th amendment or of restrictions implicit in our
Federal form of government.

In its opinion the Court referred to the events which led to the pas-
sage of the Social Security Act. During the years 1929 and 1936 the
number of unemployed workers rose to unprecedented heights, often
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averaging more than 10 million, and at times ;'eac!ing peaks of 16
million or more. The probdlemi had Iecomie national in area and dinkef-
.ions1~. and tlie State,. were mibulhe to give tile re'juislte relief. ()bliga-
tions incurred by the Nat ional (Governmnent for emergency relief were
.1lti14)t .1 billhio in tile priodl between .January 1. I1933 andl .July 1,
S936r11 and4 the obiligat ions of St.-Ile hwal agellcies werlt. half that -un.
For public works mid uneinployvtent relief for the 3 tiscal years
1934. 1935, and 193G. the National Government expended "-the stupen-

s totall" of a little less I t., than .) l)illion. *'It is too late t tii av fmr the

argimuient to Ibe heard wit Ih tolerance that lit ui.sis e-. ext riie tlie use
of niolleyvs of the Natiom to relieve tile lnevllploved and their depe-nd-
ent s is a use. foir any phIirluM. narrower t han t le pr,,mit ion of the gen-
eral welfare." (301 U.S. at .N-5s7).

In tlhe,-e 'irculistlances there was an urgent lneed for ,melie re,,edial
expedient. It was ,Slid that tIhe freedomt of the States to contribute
their fair share to tiht, solution of the national lprobl'm was paralyzed
by fear. and to tilth extenlt the States failed to contribute to relief
"i disproportionate burden. antl a lliOlmlotainouis Olie, was laid upon
the reources of tile -Governmnent of the Nation." (301 U.S. at 588).
The S(oial Securitv Act was an attempt to find a method by which all
the jii)lic agtncies - ay work toretlier to a common end. In devising
the tax and tax credit congress s did not intrude upon fields foreign to
its function. Its intervention is to safeguard the Nation's treasury, and
as an incident to that 'rotection to place the States upon a footing of
equal opport unity.. (301 U.S. at 590-591). "Nothing in the case sug-
gests the exertion of a power akin to undue influence, if we a-sune
that such a conicepit can ever be applied with fitness to the relations
bietween State and Nation." A State which enacted ain unemployment
co(Wlilhilathitl law to conformii with tile Social % jcuritv Act cannot be
-aidl to have acted "mnler the strain of aI 1wr.,miaSioln equivalent to

ulndilue influence, whenl slip choe to have relief administered under
laws of her own lmiaking, liv agents of her own s.hlection. instead of
under Federal laws. adiliini:terled byi Federal offers. with all the
'n1lliu• evil-,. lt least to maany. inii'ids. of Federal lpatronage and

power." (3:01 U.S. at 590).
Some of tite conditions attacheled to tile allowance of tile tax credit

are designed to Lrive as.ill'rllanc' that tle State unemiiploVnlit COliipeflI-
sat ion law shall he one in substance as well as name. Others are designed
to give a.-suralive that contributions into a State's unemidlovnieit fund
-,hl11l lhe Drotected aurain4t lois after imunent to tile State. (301 U.S.
at 575). The co'ldit ions attached to the* payment of granted findd, to
a State likewise are designed to give asmutirane to the Federal G;ov-
ernient that the money, granted by it will not be eximnded for pir-
poses alien to ilie grant. and will be u.-ed in the adnminis. trmtion of

genuine lillnelil loynliwlit collwiensation laws. (301 U.S. at 578). ('ol-
gre-,s 411ist have tliet( l'nefit of a fair margin of discretion in deterinin-
ing the standardss which in its judgment are to be ranked vs funda-
Mental. (301 U.S. at 594). An unemplo;nient law framed, in such a
way t ha;t tiet, unemployed who look to it will be deprived of rea.onahle
Protection is Oree in name, and not ling more. "What is basic and e:-sen-
tial may be assured bv suitable conditions." (301 U.S. at 593). One
canntit say that the b)asiC standards have leen determined in any arbi-
trarv fashion. (301 U.S. at :)94).
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The operation of the cooperative program in a State is dependent
on the statutory consent of tile State. A -State so conenting obtains
a credit of many millions in favor of her citizens out of the treasury
of the Nation. "'Nowhere in our sclienme of Government--in limitations
express or implied of our Federal constit tit ion--do we find that she
is prohibited from assuenting to conditions that will asSure a fair and
just requital for benefits received." (301 U.S. at 597-598).

Further supllrt for the .-'heme of tax credit and grants is found
in other u'a.s.s decided the same day as ,trer wd. In Carmichael v.
ASoulhAcri (a & Coke Co., 301 U.S. 495 (1937), the Court upheld the
contit ut ionalit y of the Alabanma unemployment compensation law
which was de.-ignied to meet the requirements of the Social Security
Act. Arguments as to the validity of the Alabama tax and conten-
tions ba!ed oim the tent i amendment were rejected. In one holding
the (Court said that, if the tax, qua tax. is valid, and the purpose speci-
fied is one that would sustain at -Alparate applropriation out of general
funds. "Neither is maade invalid by being Imund to the other in the
.amne act of legislation," citing U inciuta.ti Soap Co. v. United States,
301 U.S. 308,313 (1937).

And in Ief'cring v. Paris, 3031 U.S. 619 (1937), the old age tax
and benefit provisions of the Social Security Act were upheld against
similar challenges on constitutional gromi(Ids. Holding that Congress
may spend money in aid of tile general welfare, the Court said that
the conception of the spending power advocated by Hamilton and
strongly reinforced by Story has prevailed over that of Madison, with
broad (dIiscretion not confided to the courts in the exercise of the power.
"Tile discretion belongs to Congress, unless the choice is clearly wrong,
a display of arbitrary power. not an exercise of judgment." (301 U.S.
at (411). When an atct is challenged as invalid " 'we naturally require
a showing that by no reasonable possibility can be challenged le *'s-
lation fall within the wide range of discretion lyerllitted to the Con-
gre.&,s" " (301 U.S. at 641), quoting front n'i;ted Staes v. Butler, 297
U.S. 1. 67. Citation for comparison was made to Cinrinnati ,Soap Co.
v. Un;tcd Stat s, in which the Court stated that it would require a
ver" plain case to !et aside a conclusion of Congress whether a tax
it has impo.-d by law serves the purpose of the taxing power. (301
U.S. 308, 313).

Measured by these )ronouncemlents tile conditions of State law cov-
erage of State and local government employees clearly are within
the Congres," ower., under article 1. section 8. clause 1. of the Consti-

tution. Tie discussion following shows that those conditions are fairly
within the scolp of national policy andl power and have not been
determined in any arbitrary fashion. and that those conditions involve
no infringement of State sovereignty or constitutional federalism.
Finally. there is dise.•usion of the separable provisions on limited
financial support of State laws.

1I. THE COXI)*ITI'ONR ON COVERAGE OF STATE AND LOCAL GOVERNMENT
EMi'I.OYENS ARE FAIRLY WITHiN THE SCOPE OF NATIONAL POLICY

AND HAVE N(F BEEN DETERMINED IN ANY ARBITRARY FASHION

As originally enacted. the Federal U-nemployment Tax Act covered
employers of eight or more workers. In 1954 coverage was extended to
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employers of four or more workers (Public Law 767, 83d Congress,
*2d Session), and in 1970 coverage was further extended to employers
of one worker (Public Law 91-373). Other changes expanding cover-
age also were made in the 1970 act. In the bill now before the Congress,
HR. 10"210, in addition to the provisions on coverage of State and local
government employees, coverage would be extended to agricultural
workers and domestic employees.

As Congress has progressively expanded and improved the Federal-
State unemployment compensation program it also has broadened
the national protection of unemployment compensation. In 1954 it
brought under this protective relief all Federal employees (Public
Law 767. 83d Congrenss:. 2d Sesion; 5 U.S.C. §§ 8501 et seq.). and in
1958 it followed with the Ex-Servicemen's Unemployment Compensa-
tion program (Public Law 85-848; 5 U.S.C. § 8521 et seq.). Both
of these programs are administered by the States as agents of the
United States in conjunction with their own State laws.

During periods of economic downturn Congress has enacted tempo-
rary laws to provide an extension of benefits where the regular
programs proved inadequate for the times. The Temporary Unem-
ployment Compensation Act of 1958 served during one such period
(Public Law 85-441). Next was the Temporary Extended Unemploy-
ment Compensation Act of 1961 (Public Iaw 87-6). Ten years later
Congress passed the Emergency Unemployment Compensation Act
of 1971 (Public Law 92-224). In an effort to forestall the need for
temporary extended benefit programs, with the recurrent burden on
the Federal Treasury, Congress passed as a part of the 1970 amend-
ments the Federal-State Extended Unemployment Compensation Act
of 1970 (Title IT of Public Law 91-373). and by adding section 3304
(a) (11) to the Federal Unemployment Tax Act it made the extended
program a part of the Federal-State unemployment compensation
program. The extended program became effective and began operat-
ing in all States in 1972.

Even with extended benefits as a permanent part of the program,
it proved inadequate in the 1974-75 economic downturn. Late in 1.974
the Congress passed two remedial laws as temporary measures. The
Emergency Unemployment Compensation Act of 1974 (Public Law
93-572) was like its predecessor. the Emergency Unemployment Com-
pensation Act of 1971. and extended benefits for individuals in the
regular unemployment compensation programs. The other law. the
Emergency Jobs and Unemployment Assistance Act of 1974 (Public
Law 93-567) enacted in title IT a special unemployment assistance
program unlike any previous program. It covered an estimated 12
million workers who were not covered by the reitar unemployment
compensation laws, including primarily State and local government
employees, agricultural workers. and domestic employees.

It is notable that all three of the principal classes of workers cov-
ered by the special unemployment assistance program would be cov-
ered under the Federal-State unemployment compensation program
by the amendments proposed in H.R. 10210. The coverage of State and
local government employees proposed in the amendments would be an
extension of the coverage of those classes of workers. The 1970 amend-
ments, effective in 1972. required State law coverage of emnloyees of
State hospitals and institutiorLs of higher education. That coverage
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would now be extended under the propotIals to most State and local
government einpioyees, with the exception of elected and certain ap-
pointed officials, members of legislatures and the judiciary, National
Guardsnien, and temporary emergency employees.

The proposals in II.R. 1o210 for expanding the coverage of the Fed-
eral-State unemployment compensation program do not represent a
new initiative into areas untouched before, particularly as to State
and local government employees. In the special unemployment assist-
ance program the Congres saw a need for protective relief and miet
it. The program has been extended recently to 2 years to fulfill this
need-Public Law 94-45--and to fill the gap until the permanent
changes are enacted and take effect.

Coverage of State and local government employees is within the
"fair margin of discretion" vested in the Congress. In the 1970 amend-
ments it has not determined the conditions of coverage in an arbitrary
fashion. The reasons are fully explained in the congressional commit-
tees' reports in these terms:
Present law

Under existing Federal law, services performed for nonprofit reli-
gious, charitable, educational and humane organizations and for it
State and its political subdivisions are exempt from the tax provisions
of the Federal Unemployment Tax Act. There has not, therefore, been
a tax-credit incentive for covering employees of these organizations
and governments for unemployment compensation purposes. While
unemployment in these organizations and governments is not subject
to fluctuations to the same degree as in commerce and industry, unem-
ployment affects a substantial number of their employees, particularly
people, working in nonprofessional occupations.

The committee does not want to change the present tax status of
nonprofit organizations, but is concerned about the need of,.hcir emn-
ployees for protection against wage loss resulting from unem ployment.
House bill

Under the House-passcd bill, unemployment insurance protection
for employees of nonprofit organizations, and State hospitals and
State institutions of higher education would be achieved by making
State law coverage of services excluded solely by reason of paragraphs
(7) and (8) of section .3306(c) of the Interallf Revenue Code of 1954
a condition for providing all other employers in the State with the
existing credit against the Federal unemployment tax.

States would be free to go beyond the Federal coverage provisions
and bring tender the State law any additional groups which the State
legislature considers appropriate. (Senate Report No. 91-7.52,
March 26, 1970, pages 14-15. To the same effect: House Report No.
91-612, November 10. 1969. pages 11-12).

An estimated 940,000 State government employees were brought
under coverage by the 1970 amendments. Another 3.5 million workers
were brought in by other amnendnmemmts, still leaving approximately 12
million not covered by any unemplioyment compensation program.
The total number of workers then covered by all programs was over
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62 million. The special unemployment assistance program tempo-
rarily fills the gap for the omitted 12 million workers. Most of these
12 million workers would be covered under the anmendients propims(d
in II.R. 1M2101.

(Coigi'e.'- has inanife.,tedi a touttinuing concern in bringing appro-
priate segiiienut. of tile laIbor tor-e under uiielnipjlopiltelit cOllipell.nationl
protection, and in iiiiproving tihe prograni. In the *scinate Finance
Solniiniittees suinuiiary of tileimajor amiielidiiieii. ill P'ublic Law 91-
373, by way of illust ration, it said:

"Thle bill would extend tile 'overage of thle uneniploynient coal-
pelisation program to addithiimal jb:,. establish a permiaanent pror'amnof extended benefits for pr-ople who exhaust their regular State lx'ne-
fits during the periods of higui unepildoym'ent, provide the States with
a procedure for obtaining judicial review of certain adverse deter-
nijuations by the Secretary of Labor, improve the financing of the
prograli, provide certain lin tted requirenients for State uniienploy-
nwnt compenbationi programs which are designed to protect the integ-
rity, of the prograii, and miako other changes to strengthen the
Federal-State untiniploynment colipjelination sy:temn." (Senate Report
No. 91-752, March 26, 119P7. pages 1-2. To the same effect: Hoube
Report No. 91-612, Novembei r 10, 1969, pages 1-2).1

The extension of coverage refe-rred to in the Senate report included
limited coverage of State and local government employees. The
amendments, proposed in I1.R. 10210 build upon the prior extensions
of coverage anld improvenments in the program, including an exten.ion
of coverage to most State and lo'al govt'rnnient employees. Under
the prolpo(-ed aniendinents it is estiniat.d that an adtlitional 600,4O
State eniploee-, and 7,700•.oiu,' local employees would be brought under
the )rotglanm's coverage.

The background of the eiiergency unemployment compensation and
pecial leiiphjloyliillit a.-i-tialnce lpr0gralilM., is particularly relevant to

the exten.,ioiv. of coverage propo.-sed in I I.R. 102141. The two programs
were combined in lt.R. 16.596 when the bill was rel)orted favorably by
the (Comm ittee on Education and l.,Lalor. llouse Report No. 93-1528,
dated I-)eceniber 9. 1974. eloquently relates the s.,etting:

"The Eniierg•emic .Jobs and inijulvinvm"eiit APi.-tance Act of 1974
is a direct outgrowth of tile deteriorating economic situation. No more
devastatinig description of the current situation Can be written than
the drv prose of the Bureau of l.abor Stati.tic's oitial release on 'Ihe
Eiiiplfoyvient Situation: Noveniber. 1O74." Ihe situation as descril)ed
Ibv tile .,tatistic'ians of BIS should Ix- known to all who will act on this
bill anl tle coininiittee is therefore reproducing the following extract
from the release as the best statemiienit of tile neie:..eity for immediate
action on this hill:

"When Nation's uneml)loyment rate rose from 6.0 percent to 6.5
percent in Noveitiber * The jolle-,s rate was at its highest level
since OctolK'r 1961.

"Total emiployn•ent * * * fell by nearly hXM).IX) in November to
85.7 million

A * , * * *t *

'See aiso pp. 1-2 and 6-7 of Senate Report No 1794. July 12. 1954 (II.R. 9709). and
pp. 1-4 of Senate Report No. 2439, Aug. 14, 198 (II.R. 11630).
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'1The nuntil.r of i)4.r:,):iuiieiii yovedl reached nearly 6 million in
No% embe-r. ii p 4t;60.4" I friomi I lie p I)i,.). It)Il I * * S.

"(rinil though Ilf., pIe-4•lit I1i'1 t i . i1 i- t I .I'l.-t arv to add that tile
respectt.. for tlit- future are even iiioire grimn. 8 , . economists differ

Oilly on tihe txtelit oi file dcturi. itril that hat. ,alitaul.

"'h'lleillpl0t.viiit ill-iltirull'e la.- uimt' a lba -ice tool for couniteracting
'vClit'al d( wli)uliltl.i , iti thi i i tlit- -1ill. t' tit' 1..,f . It iS til h basic
jPrograill to 'li-liiiiIi the -1 ,E'k of iu inEcl inva bu tt'it - i\ .rietne halls

.s.how;i t hat it: gq p.ý iII l e'tll;t ll tiu i liiit,',l tduration icat e hinan"
workers, wit Iif tt :.it e. i l a I I' i l it v in't . Tlith. 11 ' v ljr, idv.s an ititerill
ap)i•oachl to thle p)robl~eimi. * * *

"It is (oJilitl., thiat we ae iii tihe th fil'(M', (of anlt e'(ol)tic crlcllti of
major ,cope. I'romitpt actioll to lirovit.I' at lea-t a rea.-ollalfh. lii,'ialt'r',
of income niall itllt.li'ai, i., reluiir-ed to avoid firlltIer l.pr•,aling of the
ripple effects of tiiiploeiiin't.

"New c'OVrire eqtlivahilet to tlhat 1itider State II laws would iit
available for tihe tir':t iinie for ti]) to 12 million workers lnot nlow
Covered. * * *

"Tile major groups newly covered for the duration of this act
include:

"State/local governu-nent.-'More than P million workers in State
'ijd lo,'al ,.oern iitllt. \Io are -till ot-ithiIhte retigt, 'cilar 1I .-vstett
would be inclidedl in title II. Part ictilarlv vulneralle are large
1tinunl6'rs enliploved ill tilis hield. cciaiiv at lower skill levels., in

l)ui)Wii works atid llailtellance. alid ill iol-pital and food .-ervice
occupat 5ions. (Goveltti'llietits ate !il:lje,'t to t ihe :aile inflate iOlltat' rt.
sures andl sliortaies a,. other ellltiplovvr., anti restrict during of priori-
ties (hie to linitiatioti oi re('vetllie tiay lial e coii-iderable impact on
these eiliployees."

The i)rob•let is plainly nationl'd ill -4"ope. Stlate alid local govern-
inent etliloyvees are subject to the sai. e perils of niiietnplovtnetit anld
its elnsuling de.stituttiion. Today. a,, in the 11.131s. the burden of frll-
nishing relief has fallenti on the National Treasury. The remedial
expedient for this need was adopted in the Social Se4'urity Act. and
it exists today as the muost alpl)rolptiate tlleals datl)table to the end
sought. As the court t said ill lbleer';o v. l,.;.. 3o'l I.S. 619, 641
"Nor is the concept of gernerall welfare. :ftat ic. Needs that were narrow
or parochial a entryuy ago may le interwoven in our (day with the
well-being of the Nation. What is critical or urgent charges with
the times."

In the light of the histor-' of legislation in the field o.f unemplov-
ment relief, the action of the ('ongn.-,s in extending unemployment
compensation protection to State and local government employees
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camnot be said to fall outside the scope of national policy and power
or to have been determined in any arbitrary fashion. in making states
and local government employee coverage a condition of the approval
of State laws, instead of making the states and localities subject to
the Federal Unemployment 'lax Act, the Congress has devised a
standard which is in all respects most suitable in the treatment of such
coverage. Its actions in the past are within the "'fair margin of dis-
cretion" vested in the congress s by the ('onstitution, as its action
would be in passing the amendmients proposed( in II.R. 10210.

Ill. NO INFRINGE3|EXNT OF STATE SOVEREIGNTY OR CONSTITUTIONAL FEID-
ERALISM IS INVOLVED IN TilE W)NDIM7iONS ON ('OVERAGE OF STATE AND
IOCAL GOVERNMENT T EMPLOYEES

It has been shown that the conditions on State law coverage are
within the Congress' powers under article I, section 8, clause 1, of
the Constitution, and that those conditions are fairly within the scope
of national lmlicy and power, and have not been determined in ally
arbitrary fashion. The issue remains whet her the condit ions constitute
an infringement of tile constitutional rights of the States.

The conditions on State law coverage differ from other conditions
up)held in ,/teiard .llach;ne Co. v. Paris, 301 U.S. 548 (1•137). in
requiring the coverage of the State's ,•wn employees an d 4niih1)lovees
of its political subdivisions. Acceptance of those conditions by'the
State is necessary for it to continue to obtain the tax credit for private
citipiovyers in the State. and to continue to receive grante,! funds and
participate in the Fe~leral-State uneml)loymlent compensation pro-
gram. No tax is laid upon the State or its localities umnler the Federal
U nemploynment Tax Act. The statutory consent of the State is still
required. as with the original conditions. amid the prourrau will not
operate in a State without its cons.jit. The critical point is whether.
in requiring the State's ass-ent to cover State and local goverlllillent
eil)ployees under its statewide unieill)lovynent coiiipensation pro.,ram.
the Congress illfrilln'es on the State's :overeiglnty an11d tile plril'il)le
of constit ut ional federalism.

In UV,,dd S'tats v. B,,kis. 304 U.S. 27. 52 (193S). the Court s-aid
that the l0th aielilelit protects the right -of the States to make
('ontracts anda give ('olisel{ts where that action would not cmit l'i'Velie
the provisions of the Constittution. "It is of til esence of .,ov'ereirnlV
to be able to make cojitraats and give consents lhearin,! Ij)oil tile exer-
tion of governmental power." (304 U.S. at. 51-51.) Aln(d. citing the
Stf'ward case, the ('ourt stated that the formation of an indestructible
Itnion of indestructilble States dot.s hot make iuiipos.sible "6r)ix-ration
between the Nation and the States throwuh the exercise of the power
of each to the advantage of the people who are ('itize(is of both." (:304
1U.S. at 53).

Ste',iard Machhne ('o. v. Paris. spqpr.a furnishes nmore insight on the
issue. Noting that even sovereigns may contract witlhout dero',zating
from their sovereignty. the Court found no roomn for doubt that the
States could contract with Congress if the essence of their statehood
is maintained without. impairment. (301 U.S. at 597.) There the Court
found no impairment of statehood in the numerous conditions on
l)articipation in the Federal-State unemployment compensation
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program. The conditions uphehi at that time were pervasive, intruding
u1po10 the States' finances and controlling the handling of its revenues
from taxation. among other matters.

Bck;xs and A't.erard hold that cooperation of tile States and the
Nation through tile consent of tile States is of tile e.1.Ssenlce of sover-
eignity rather than impairment. ('Cooperation is perilii•ible where it
is to the advantage of the people who are citizens of both State and
Nation. T'ie (ourt puit the l)ropo.ition mlor'e succinctly in ('armichad
v. South•,Cri ('oal d ('ok, ('o., 301 U.S. 495 (1937). decided on the same
day as ,tc,,r'ad, in upholding the constitutionality of a State uneile-
I)loyvlent coill liN-at ion law enacted with the obje,,'tive of obtaining
the benefits of the tax credit and grants uider the S(;cial Security
Act. In concliudijig its opinion, the Court said: "-Thie power to contract
andi the power to select aplpropriate agencies and instrumentalities
for the execution of State policy are attributes of State sovereignty.
They are not lost by their exercise." (301 U.S. at .526.)

Substantially thile saise considerati(1s which led to the consent
uplheld in St.t',',trd and ('armichael are present today. lUnempil)loymelnt
has risen to heights which onIce again re(qires relief fromi the Nation.
and (Oliseq(Ilent drains On tile Treasury. ( oIgrtss has ,sen thiel need for
extending tihle duration of benefits l)ayable tinder the regular unemu-
l)hovllelit colilipensAttion programs, and has enacted tlihe Emergency

miielniploy'ient ('onipensation Act of 1974. A new iperceptioln of the
needs of the people has led to the enactimlent of the Special Uneniploy-
mient Assistance programl. to furnish relief to the 12 million workelr.-
who are not covere(l by the 1egillar unemployment conll)en.iation Pr1'o-
gzramus. liv suffer as itiuch front the vicissitudes of unemployment a:;t hose (covel'el( IbV tile regular program.,; relief for theun .er''es the .inle
l)IUrpo.ss. State and local goverlinielnt employees are the largest groul)('overed by tile special lrogralnml. ile( special p)rogralm is federally
financed. it fills a gap Jito States have failed to occ.py. or to encom-
pass completely. Mo.st of the workers covered by the si;etial J)rogralllwould be brought under the Federal-State une'niploymnent conipensa-
tion pretrrain iby amttendmitents proposed in II.R. 10t210. TIl(e drain u)oll
Federal resources will to that extent cease, tile Nationial p)roerlall will
Ibe broadlened to better serve the people who are citizens of both the
States ant! the Nat ion.

Conse'It of tile States to the conditions on coverage of State and
local governitient employees is "a fair and ju:t requital for beliefits
leceivedl." (Steward. 301 U.S. at 598). ('overage is achieved without
lIIIilly a tax oln the States and localities or their eimployees. or increas-
ing the Federal unemplloynent tax on employers. Financing of admin-
istrative and benefit costs of such coverage is left to tile States, to de-
vise tile means according to their own interests. Cooperation is attained
in carrying out national policy of strengthening and improving tile
Federal-State unemployment *compensat ion program, which leaves
to the States tile administration of State unemploymnlent compensation
laws of their own making. State and local government employees are
to be treated alike in all States. and placed on an equal footing with
employees of tile Federal Government and the few State and local
government employees who are already covered. No infringement of
State sovereignty or constitutional federalism occurs in the presence
of such consent.
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The consent required is not different in principal from the consent
required to give effect to the original Social Security Act. With

eachl change in the c-ondition: of the Federal Uneiiiploy'nilnt Tax Act a
renewal or reform'lation of conllseilt is IIi'SS iI\'. lHetewe f-,ilt was

freely given in 1.972 to the :everal new cojiititions a(ldd(l bY tlt- Enil-
plovnient St'cirit v A.lme(lileits of 1970 (Pidudlet• Law 91- 33). among
which were t, 'ie 4olt(it ions oin (*O'eraige (If Stat(e alld local overn'l'ieiit

employees. II.R. I1112 10 wotild add other inw col(litiolls. ill adldit ion
to broadehniin the conditionsns on 0 o)verage of Slate a-iid local giro%-pn-
iiieit, (eIII|loyees. Ill tile light of tlie co.-ihderat lions which have led to
the nlew, ot'ditio.. ("l'o -.. is n.)ot to Ihe faulted as uxrceelilig til(e
bounds of it. p(oiers. In, seeking to .t-rvngthen andi improve telt- Fed-
Pra|-S ta t t- ii e mll( l l ) O ylle nt ci' nll lien l; tiO ni pIH 'o trl'iIIl. ("o n Z l'c -Sg m, a y

from tilt t l to t a i ilit t a lilte1lq'd in the
fir '.t ill.st ; ll'e. antid 1i1ta " re-h1alpe tlle o d c(liii litioll. to fit it Ilie'" P.r-

ce'ptiofitl (f 1ati,imal policy. T'],e c,'t0c't iou (if the t ii-clit lijili it'1
is tile saitle whetll r civliSi (lte IiriI i SefCl'-ilee t ne l ti iuit i:ioWi onil lCV-

e~re ~of State anid loal roVl'elrllllt'l (.1lthlot'vv- olr to new con(liliow.

dealing with ltl,er lulatter-.
The 1970 anineui Iiieittl ftil'lli-h h isruii'al i),p'r fPr coverage of

State and1(i local groverniItent enimplovees with tit(e co(ll-eit (of tlihe -States.
The lnew voj'lit ioll; wvre freely eti;lh. to lv the States. No coil-
ila int has l)4n jpri.-sed tha;it the 1970) *ouid itionls or tie c'iit tihten

given were in valiii Itluder th ,(' uit.it dilioll. No co.liteition ha.., bIel
pleaded that ':v-st-i to thio.b coiulditii llS resIlltedl in any iplpai rlient of

St ate -overefrlltV ,al' } r .ircl of 'olist it lit lionai federalism. Nor will
.-.V'hI inlapa i r'llejit or" blrac.]h rve-lilt from tilie re-lapi-iing of the co'lllit iouis
OIl tcO\verI'agr oif St ;it(e an. - ial gi ,IveIrniiiit elployvevs Ibv thle pu•oposals
in II.R. 10F210.

As ill exert ion (if tliet tarxilln 1 i)(),i1. ttli cot'lit ouIl- on o-erage of
St at' and local go.e\rn)iniuilt ellldoyve ccrlu do( not illfrillnge On
Jici' 1;Pf. v'. (7,'l,,,'ult that tie ''tlt. altlhtnt w; de\'i-ed onlly as
a shield to protect tie Staite- fro mt ,' rt alilaviit of tite e*::iit ial opeil'ra-

tions of goverlnllulttent\witid' teha exerc; -eti frwhich tth tPnl lini
(34 i .S. 441.,. 417 ( 19 " •) ). It decidedI ii thiatt ' c thI t t li e I i l e t)ll I ax

applied to tithe salary" (if an oltl-'idll of t' lP'ot ff New yuirk A.uthioritV
''ne.ithr l.i.reelhls nlr tltreatt 'l il 'cIa-0iIi;.i0Y to ohi-trltict aiiv fiijic-

tion e.c.ý'sntial to tie(. ,'41ntiualie(1 exi'te'ice of tilt, state go\'eruniient."
(304 U.S. at -124).

The ec, i'•i -ion wlhii'h ne.ces:arilv follows fr,,I m thi- allalp'i., is t hat
the i, mdlitiolu- on Sta.ite haw coivera"gte of St*al'ta tid l,0,',i ,goveIrnlIIeIit

emllplovee.ý, as now set forth ill tIle Federal 1 1 •iii-nlipovnllu e T'ax Act
and as Iro,)io-,d to .11 a1ii.n1lei in II.R. lt I. t, itlt in fringe 1u1pon0

the cin-tit lit ional rights of the States.

1v. THE DECT OCy op THE U-T'rE.D STATrq SUPRE.ME coURT IN NI TION.L

LEAGUE OF CITIES V-. ESERY DOES NOT RENDER I-N(CONSTITU•rIO-NA-l UN-

EMi'I .YMt'NT ('iM 'l.;N~..\''ltiN ('i11-.l\i; OF" . A ".'rl .NIi J l. i;()VERN-

MENT FMP'IJJYEFS

Application of the 10th amendment to the exercise of the taxing
and general welfare power ini article I. sect iol l. Clause 1. of tie Con-
stitution is clearlv di.tinguishabhl froi 1)th anenilmlllit lintitations
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on the exercise of the Federal imwer to re,,gulate commerce under
art ie'lh 1..q'{'ilj S. clai.iS4 :1. eniuciated in .1 t onal League of Cit;es
v. IUse. i 11pra..Vat;ioml Lea q,.' of ('X,# x held that Congress exceeded
its alit i writ vhtrh uider tlie colijl'1 TVPe clause by exteilinrng mandatory
'oVPFae,, gli nulder tlie ii mil W1111 wag.,e and owver(tinle provisions of the
Fair ILalmwr Stand;iardUs .%At (29 U1.S.('. % 2201 et sAq.) to employees
of State and l!w'al go"e'*uiimcnts. 29 U'.S.C. § 203(d), (s)(5). and

x). Tie (',iiirt lheld. using, the' Friy V. ['i;W1d Stati.,. 421 U'.S. 542.
547 (19)75). Itet. tht 'olonre-s has :Nilhit •o wichl its power in a
fasl-i i whi'hi wotil, imiipair the Stat,,s" abilityy to function effectively
within a Federal ,%.sltc-."" tiswl.ly exceeding the Scope of power
%-(s-~t- in it ) t fill ,ouuliueri'e 'laui-e. alI 1i " y that action inmpermissibly
pentierated th• l-ltil alli tI un1is{.1t harrier a ga i-t infringement of the
Stats" preserved i pwenr. Sill opiOnion at 17-1i.

TIhe Federal 1 unemployment Tax Avt and title 1Il of the Social
Secirit I Art. as t.1.acti.d. and as plro-filed to le aleillded by sections
115 and 212 of MR.H. 10210. delrive froni ('on,,grlss" power to lay and
collect taxes ainId to provideh for the general welfare. U.S. Constitui-
tion. arutiele 1. sevtin 9. .laia-e 1. siupra: SS,, i,'d .lfadr'e ('o. v.
Dai'wL. 301 U.S. 548. 5!96 1937). As stated in 't.SW,'ard Marhiw Co.,
participation in the Federal-State iunmeimplov-mueiit com.pj sensation pro-
g.trant is vol tint ary on tlie part of the States ald• is , mistitutional under
lie taxing :lilt] g"inet1ral %%eIfare valauie. Id.. at 590 aiid 591. Neither

reguult ion nor lac4k of con-enlt is ini%,o! red in the extension of uneni-
ployment compensation coverage to State and lowal government
employees.

National Leag.ue of ("Xbi, s has no application to statutes enacted
liuider the taxatiiiu and i geurai welfare vlai.4" "We express, no view
as to whether differeit results liiight ,lltam if ('ou,,,.ress seeks to affect
integ,,ral operation's of St:ate g Veiluuelut y exer,'ising,, alithority
granted it 1iuider other .Aection'. of tie (Constitlttion such as the sp)end-
ing power. article 1. sectimn s. claii--e 1. or .4-cti on 5 of the 14th amend-
nllelt. ( Slip opllion at IS. n. It.)

"T'1le O, (i)i ,ii of tile ('ouirt :alst) left mia.ns', -retd Mr. Brennan's state-
miienIt ill i i, disselitil,, 4,,pin in ill at tihe F4t leral Governmmient might
apply tlie Fair 1abor Staulila;rd,; .A('t provisions to State and local

, i .eriit (.il lh '(Ws lIv m1uakim.., l ii.h e'•erage a 'condition for the
recvelpt (if Fcderal gralit... See .lip opini,1. .1. Breinnmans dissent. at
24-25: .4-e Pl.o Sti , .l do.. .ri/,ia. .301 U.S. at 591. 593-98:
amnd Ct71ebowif; `,,i 1p Co. v. lto-d State/, . 301 U .S. 308o. 313 (1937).

Tle ((o11r1 i1 .Vtoo,,,l Li ,i, (if (';d;,., stated that Comigress ex-
'.hi-tli ii s ailt lioritv 1iuid-r the i-,m -it't. , Ia .,e. bv forlidding, choices

to State and local gomer•me•,iets in regulating rela'tion-hips with their
own eninilo*.vee.. Sill) opinion at 14. The ('oiirt held that the only "dis-
cretiom'n left to the Statvz miller the amiended Fair Labor Standards
.A,'t Wal. to raie taxe•z or ,'it services ,r payrolls to meet their in-
Crlea.el c,,-1. s iiiiiler tihat a,'t. U like the Fair T,ibor Standards Act.
the Federal Vineiitplovyimemi Tax Ar-t and title III of the Social Se-
curitv Act (oter the States the di~,'reti(i, of p'rt iipating in the bene-
fit Svystim.

As seten in thie S iprtme ('omrt'.- clear lamglage in .V,,tioial L,'(aIqe
of ('ith.e. that decision is not alppjlilahhe to enatmentts which derive
from the taxation and! general welfare powers. such a, the provisions
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in the Federal Unemployment Tax Act and the proposed amendments
in section 115 and 212 of H.R. 10210. Unlike the Fair Labor Standard!
Act amendments struck down in Natiotud League of Cities, the pro-
visions on employment compensation coverage of State and local
government employees are not regulatory in nature, and are consistent
with the historic structure of the Federal-State uneniploymnent com-
pensation program. States are not forbidden choices in regulating
relationships with their employees, nor are they stripped of their
discretion of participating in the benefit program.

V. TIlE LIMITATIONS ON FINANCIAL SUPPORT OF STATE LAWS SEPARABLE
AND WITHIN CONGRK.SS; POWER UNDER TIlE GENERAL WEIXARE CLM.SE

The validity of the conditions on coverage of State and local gov-
ermnent employees is not affected by the amendments proposed in
section 212 of H.R. 10"210, under which the financial support of grants
and sharable compensation would not be furnished with respect to
the coverage of any State or local goernnment employees. As explained
above, the funds for the financial support of all States is governed by
the sum of the collections under the Federal Unemployennt Tax Act.
Because the States and localities are not subject to the Federal Un-
elnploynment Tax Act there is no contributory source of funding with
respect to State and local government employees.

AS a result the Statess will have to bear a lp)rtion of the costs of
administration and what constitutes sharable compensation as to other
workers covered by the State's laws. This is not different in principle.
however, from the necessity undertaken by the States from time incep-
tion of the program to bear the costs of unemployment compensation.
Th:s was implicitly upheld in Steuard Marhine Co. v. Davis, 301 U.S.
548 (1937), in ruling that the Nation and the States may cooperate
in this manner to achieve a common end. The benefit created by statute
may beI partial, requiring tile States to contribute a share of the costs.
as in matching grant programs and the Federal-State Extended Un-
employnment compensation n Act of 1970.

Provision for less than full financial support needs no other au-
thority than the stattie itself. Congress has the power to ,reate
benefits by statute, and to attach any condit ions to the benefits which
it deeins appropriate and suitable to the i)uri,)se. Steward .lfnchine
Co. v. Da's. supra. Having the power to create benefits. it may be
exercised or not as the Congress decides in its judgment. and benefits
once created may be abolished. Congress determines the scope of the
benefits it creates; it is not compelled to cover the entire field as the
judgment of others may conceive the prope.r scope. Therefore, it mav
provide a partial benefit. although there may be no explicit condition
that the State make up the balance. The ab.ince of an explicit condi-
tion does not make the benefit any less valid. Of neees'sitv the balance
must be provided for the benefit to operate in the fashion intended by
the Congress. What is implicitly necessary need not be explicitly
required for the statute to be vi'id. In this, as in inatters concerning
the operation of tile benefit, the Congre.,is determines the conditions
upon which the benefit is to be given.

In Steirard Marhine Co. v. Par.is. 301 U.S. W4. 599 (1937). the
Court said that the financial support provisions of title III of the
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So,,ial Se,'rity Act are separable from the tax. The condition requir-
mng coverage is in the Fedv',al IUnemploynmtent Tax Act. The financial
slupoijit provisions are valid, therefor.i without regard to the condi-
jt~is stated ini tlit- Fedhral nemnl)io.i\lient Tax Act.

'Th're is a rationtaal bIasis for the provisions in H.R. 10210. under
which less than full finain,'ial support would be fulrnished to the
States. The ;piovisiolns clearly are withiii tilt- "fair ittargin of discre-
tion" vested in the Congre.ss.

Cxfr loxv

Provision for coverage of State a|nd local government employees
under State t'i,.aiii iloyllii'lit votililtp.-at ion laws. a: a 'oitit of t Iile
tax credit ,iutiier tlit Federal I'll IlliiloVlitIent Tax Act. iz within the

atX 1t1iu1 trpj-ill wl l fill-p poit 1-1'l of tlie ("(,nIrI.". l tin l"r al't -le I. -et' iofl
S. cl~al.-ir' . of tlhe I'.S. ('osll-titiltion. P]'ovision for less thall fill fillan-
cial Siilpl •irt 'if Stlate tneuiljloyliteit v'{(iljeli-ait ion laws is within the
general welfare power of the ('ongres-s inder article 1. section R.
claue I. of IIae IU.S. (Cmt-li it ,I IOu. i ill-,Ie liViii.li! (io ) oft iii fritige on
St:Ite .tiverit, t i4 , 1ii 1 .iIii tilnal1 f. deralisiji.

'ftIulll LeulI.pI of C's V. Vxtl.l- U.S. june 24. 1]976;. is
ntot apluli.:il le tI th lie plrvioyis illsil • itnilt ltlttlovlltll! coiltiiei-at ion Co*v-
t'l':ige of Statelt1 -Ill(] im'al g'ivriiitiullt e'iiploylve. int lie ' Fedeal I'll-
eiljiVilllteilt Tax Art, or as lr*; plJ.p-l ill 11.1. 1*211, uOw before ('ow-

re.&SS. Ihlere ae. at lehas f wo major li.-t ili'ct ti.s bet weeli the Fair iaboi"
Staitdalrds Act altielinviiitnts st.-nik down li- flit- Sii1prllie ('oliu in
.Y',d;oitl Lbuiqusw of ('/,t,* aud tile enllacted ai iiiplis,,-i l)and 'is'iull.
on unemp)ioypletnt ,'onijansation cove,'age of State and local govern-
IIP ll lJentlq'

1. Tlhe Fi all.lr Standard.S Act alneiidtlieit s w%*ere tiacted initidi.
li~e clti ,netece na ue. Thle inenliploviient coi eli.salt ion provisions. rome

under the taxat in and general wel fanr' ("6-ix''dinug po\er") provisions
oif thie ('ost it itlioll. T1ile Supettlvie (C'out -lpci'ficall. I excluded statutes
ellnacte'd llltidt'r till' -ielitI iuig powe,'r lll tIle 14th iallut'lleinlet frolln tile
hioltlino.. ill VN,,;,,l Liit, of (it;.k.

2. Ihie Li iialabr Stia i-ila rt. .\t ani.neindtti s were reguilatory in
itatiitii, with Iit) Opttiollt: atftl'r itht le St1ate-. The tiiieiiiploymlent 'ofin-
I,'l-at ill ltr,,\i-ion-n now vnactted :mi u•d Irt',Io-ed by II.R. •' 21( are con-

.,istelilt w ith :Ii tit itolit Iht he ri' :I nid'ti r,. Of t'he Federal-State un-
en ij ut i'n tentt ll hlici is;it tli pn l.'tigl'aliii *'. %hi ic l-i'nmiits States theI option
of pa I't i4 pait l oll. Il t li-ll- ita lt'" tile It I ot' iiI iiVeIIt ci ,ltpen-ati,,n pro-
visionis are vitally different from the nitttiiumi wage and overtime
lwio,)vi- itt t lilt. Fai l. :ibor," St :, IiiLani s Act ajntnt ilnitit. State.- are
not forbidden choices. choice is the et.''ict' of lte Federal-State tin-

A\.,tiruitglvli. thlie p~r,,ii-ions on .tovt'iagt tif St ate anti ittal,\ govern-
nleliit t4n tjh o v.-, e.llact ed ill tilIe eli q dtl vn ill'lt vt-,l lrtv a lile litiltS of
1970 . are ill :alc'-,,I with lthe I'.S. ('till-t iitton. Tiht. a.ittent! ient., pro-
Sio-O'd in H.R. If'211. coincerliinig the txlt-itin tf cover:ige to State. and
0(1a41 gtoveltitetit ,elltiloyves gr'lleni:lly. :i.!u pirovi-ion for less than full
fitanc'ial s,.ij port for State unemltiflt vutenit cmniien-at itol laws, al.s." atv
in aticortd with l It- '.S. ("on-tit ittitll.

ui Slicit .o. Ki Lab.r.
Solieitor of Labor.





APPENDIX B.-CONSTITUTIONALITY OF STATE AND
LOCAL ('OVERAGE: C'RS MEMORANDUM

TimE LIBRARY OF ('ONGREsS,
CO.•N;RL.', .'NAL, RE,,EARCH SE RVICE,

Wa.vhbigtov. P.C.. A uyta- 9.1976.
To: lion. Russell B. I.mg. (Chairmanl. Senate Finance Committee.
Froi :.merican Law D)ivision.
Subject: Coverage of State and lhwal government employees under

tle Federal-State unemploynoiiit c.• lwiii .-iatiOn program--the
COIi-t it lit oltial 'o'isiderat ins.

PlLr'-Iallhit to v'mil" request. we have exIlfli.iie' the cases pertinent to
tile teiiieral 4jleW-tion of whether and to wh'at extent the Fi-deral Gov-
ernment nma. under it... ,js iie. to regulate co•l•erce. artich 1. swc-
tion 8. 'lauls( 3. and to tax amd -:elivi for tlie general welfare. id..
('lall.A.4 1. rer.11date t w relations ipis between State and local govern-
iliilt: al1i tlieur eli plo,'v.s. We have specifically focused upon the
prol dlii (if %% ltet her (Conre-s. iII light (of the I .S. •tipt-vine Court deci-
sion ili .VIafu,,,, J of (o m vt;1 . .. ' ½r:. ,l,,k.t No. 74 S79. June 24.
1976. hia< tie. mi'-st it it lonal iover toi enact a st attite redjuiring the
Stat. a - a 1'ouiit i' III ,f 1' nt i paed lart it.jl t iin in the Federal-State
li 1111')Iti Ij %v i c•iutt '--I n)II iat li 1 Ii 4 i•' :,, iI. t1 ( )%-(er et1 li• vees of State

11nil lO.a 1 roei-11 1i ,,leits. In mir stil\v of tlie ;rolh'enm. % &. lave reviewed
the Solic.itor of I~alKor's e .11, •nr,-mbli of Lawe. June 2k. 1976.

In 4u11a .ii:al si which f, , %l -,. ,e fii'-st di-ci'ss the Solicitor of
Labor"s Opinion in terms of its conclusions as well as its rationale.
Thil.n wv. :et forth thle points wit h wiich %A-e. ,i.-.airr.ee or which we be-
lieve arv, in need of greater refiineiient and further clarification. We
Concluded with our own aialvsi% of .,t;,m,, L,,oque o ; and try
to relate how tilte lort ions of that dehi-ion which ave relevant to the
prob 1i lie hre iay affect thlie coi'ni it lit,1lialit V (if .-.t-tion 115 of H.R.10210.

In his .JItne' 2thi OI1inion,. the Solicit'ir of Labor concluded that (1
the liprellie courtt % decision iii .vit;ui,a! 1,, ,tme of ix;;, x was clearly
distil.,li-ihaled f'onll tihle :it tiat n i( i' ,v 1 ii_ :i an a ii t ilditent to the
Federal tVneuuiudovii'cnt Tax Act l•r)( .iPmd 1Iv Il.R. 10210. Section
115 :uuuil (2) tilt Con!_res,.- 1ias the t•mwe.tr. :l.1r thle t axing and gen-
eral welfare ,-la.,use of the ("miit it lition, to -'inilition 4'(iitinued partici-
pation 1il the Federal-State iiemilovi'ent cominvesation program
On the Ili•eiiidlov'luit co,'eratre of St•:e :•nd lo.al ..o',rnent em-
ployees. (See .fc,,,orab,,dum (f Ta,,. l"... Deipartmient of Talior. Office
of .'%,,licitor. .line 2;. 1976. at 1 :uml 21 - 2. . Ili tlht opinion, the
solicitorr al-n ,con-lded that provisi,,n for ],,,-z, ti.1 fill financial sup-

port of St4tpe Iliienifilo'fllneit co•lli•ellMimat hinwx, is within the frenera1
welfare power of the C ,nirrpss tn, der nrt icl 1. ;4etion 9. elaume 1.
oý the Coi•-titution. The .-,Sli.-itor fo•ud fnirther that in enactinur such
a scheme Congwess would not lbe infrin!!in:! u,,on a Statev' sov'ereignty.

(111)
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In its conclusion that the National League of (itics decision is not
applicable to tihe provision. oi u0inieployewnt compensation coverage
of State and local government em ployees, the Solicitor's Opinion rea-
soned that th.,re are certain fundamental differetnces between the Fair
I,,alxr Standards Adt Amendments of 1974, struck down by the Court
in Natiotial League of Cities, and the enacted and l)roposed Iprvi 'ions
oil tiiiemildoyvitetit coeiriwgtiolt ion eUO-Crg of State and local govern-
HIetit enll)lo(VeeS. 'rhe-A, differences are: (1) The basis of C(ongress'
authority in enacting the Fair labor Standards Act Aimendments of
1974 was the commenrce clause of the (Constit i! ion: wlile the poower to
etact the tnliliaIloyvmenllt icoinati on ierov.iiot0- is derived from the
taxation and Lteneral welfare clause (f thie ('ontit mit io" and (2) The
Fair Labor Standards Avt kinendinents of 1974 were regulatory in
nature and were made inadal(tory riqmuireuieuits coMIn-lling the States
and local go% ernments to comply: wille tit- imnentploymuent compen-
sation provisions now enacted alid prop•q ,od lby 11R. lo 210 permit
States the option of participation. The ta xiiug :11(1ld slundliiig power.
from which the unet.11ploivinent coin, • Csat ion prograiti derives its
existleice. is a ionvcorcive pi we.r in-olar as tihe St atts are concerned.
Congress may offer the monev and impo)se conditions. but Congress
gets its way. only if the money anti cordnitioms are accepted.

We are in basic agilet-entl with most of the analysis presented in
the Solicitor's Opinion. We accept the following: (1) its explanation
of the streitire aiid olmerat ion of the Federal-State unemployment
comip)enattion program: (2 ) its hi-ltrical develo mient of the changes
and expandel.d coverage in thie program: (3) its ( i~cussion of the hold-
ing in Stewa'rd .lf,rh;m,' (o. v. Il•,t'.. 301 U.S. 549 (1937)--a case
which we. too, loolieve is 'ontrollimur on the pcwens of Congress under
the taxing and sendiint•i, 'lau-e of the Constitution :ro(d (4) its recog-
nition of the l'akic differen,'es b•ettween a statute such as the Fair Labor
Standards Act and oe re n.mblling, statites relating to an unemploy-
ment conipei.-ation Irograin prediiated oti a rvw)prati 'e arrangement
lbtween the Federal (Goverimi'neit and the Stales. In two respects. we
find that we ha've to take i.s.,t wiehti t lie im•terl.retatiou of the Solicitor
of Labor. We are not in fill] agretljent with lthe Solicitor's analysis of
footnote 17 in .Vat;od L# aqw, of C6;;, x (slip opinion at 1O : no)r do
we feel that tde Solicitor\s .,,lff'nr#Iidiim of La: auleT uatelv di.-,.Q.e-I[s
(a) the -•bivject of Conlnre..,s" power to ,'oillition Fei leral 4.,rants and
(,) the tv),e of •coi•litions deemed c',ist it titliv jx'rni.uiible.

Nat;,omd Lcaq9, of ('itis dealt specifically with the power of tihe
Federal Government to matiilate minimum \\ages and niaxinimim hours
for certain State and local employees. The Court he td that '* * inso-
far a, the challen,_red amendments operate to directly di.st~lace the
states' freedom to structure integral operations in areas of traditional
governmental functions. they are not within t he authority granted
Congress hy Art. I. sec. 8, clause 3." (Slip opinion, at 18.)

While tlhe Court rejected Congre.ss' abIilitv thrm•gh the commerce
clause to enact laws affecting the enmrlovnlent conditions (in this in-
stance their wags and hours) of public employees on the State and
local lei ('Is. in a footnote it stated. "W11" ,xpr, .,.s to r;er as to whether
different rsults miiht obtain if Con;,res- seeks to affect inte'!Tai op-
erations of state governments lw exercisiniz authority granted it under
other sections of the Constitution such as the Spending Power. Art. I,
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se. •. ci. 1. or sec. 5 of the Fourteenth Amendmuent." [Id. at n. 17].
[FiI E ,hasi.s supplied.] The Solicitor of Labor's opinion seems to view
this fotnott, in ve*ry decisive terms. Tile Solicitor prefaced the citation
of tilth quote with the following r'eniark. "'Ni,to,,il Leapie of Citei's
has ito 1i/,l WritO.tilt to statutes enacted unih'r the taxation and general
welfare (hlu.-A * * *" [Solicitor's Opinion at l9]. [Enipliasis suip-
plied 1. The Solicitor later reitei..ted, "A.. t'eii in the Supremiie Court's
clear langniage in .at/iohal La u,, o(*f (;t;, s. thai ,lt ;.R uot () ap-
pl/iilile to ,i,,Itmees ,,.lt wh ,,.,.,. fr.om, tc #JI, , iMad .q yieral
u'1 If' rt ,'eusr.i. such a.-, tilth provisii n: in the Federal Uinempl!oymient
Tax Act and the proposed alnt'ilillelit.- iI s.t0 ioi-1 115 anld 21"2 of H.R.
111'2111.'" (/(/. ) [ Enphasis SUlplied.]

We regard fotnote 17 in .Vlit;o,,w! iL ,,f/,, of c;f; v miiore as a reser-
\ationl of jil Igrlllteint iv the (O'i 'lt than a die ii itivi. colcitlusorv state-
mentn. Thleret' i- nio( %a;v (if pre,.Iici'tilg htow the (U'oilrt will rule in the
ftitile wvlhell tlt- .iile i' .II 4,0 iii's ib.ftl're it Itut in the colitext of tile
taxi! ,_ asndi ..ielldi iil;a tlt-e ill..t cail of tlie. t-mii.iitr*e power. All that
the Court dlev'ided in N.,t;,,,al L,,iri.q ,,f (U;t;, X is thaLt ('ongre.-s d(K',
mot have tile auithlmoritv tiuidterl the colillli'.r clll-v' to) iilpaPO linilill" M r :c a n , .I • , • : • x i • , ! ', , l. • , ' • iP.r m, t nl p , n S t i li l l( , i l h1'1 1 1 ( )%-: 1 g e 'l l l e n'X t

tin its. Becau... of tOiwt re..-r ;at itlii of judg mlie it i footnote 17. tlie ques-
tit i of wI..t ,er (4)! igne-s ,'an &'liai.t l.'islatiom a:1ifectintg State and
local vi lq lONyt'Is i)ur'slialiat t itit. a•itlit nivt •i•idher tile taxing and general
% el fare .latA-e i.-;n M i•0,n 0111'e.

It is true that Coiire-s power milidr t licm ,'oiili icr,.e cl mil-e i differ-
eit from its po\t'ir iiinicr thlie taxing a.11(i1 1tcnli Jig ai'u-p ill tile Con-
stit ion. In t ie foriller sit iat ion. ( oliit-sS plls irl11,1a1t to a grranted
power that i., enifitilmeal, dliI'c'tly l aiii-t thei, ri',iiit'il boy.11, and tile
exri-i -' of silt 'Ii aiiriit'd 1o%%Wr it- 1 the ciill ii ii'l't,', lp pwer i- onIy ]i invited
by txlj ii-'< rest iailit. within the text of the ( lxi.tiiitiution its•,]f and bly
-general requiiiicr ,nt.s of rat ionality' and nonar it rarinics that govern
tile i'crci't (if all c.lc-.itill:l pttwi.'. In thlt ilithe m an'P of Congreis
acting )Ulsilallt to article I. so-ction i. clause 1, said piower does not re-
.rict ('oliiltre,_s to talXin llt n1t,i sltnnlilig to' iliiltleiieit the griainted pow-
(eir of ('ilgiri-its anth tiiereUfre need iiiot I, liniteild to. for examl)le. mat-
ters illni-:ii t, 4ati. lillltuni', or tiet, like: ho" i'ver. thi- taxing and gen-
erall-wi'lfiare jt, lt'r I- Ii iioni,'r0'•'i ' Pt)pwer in-ofair as the States are
co0nce'rne1lid. Ih,.eit, t'.the (list in't ion b•t weel these two cla-.,es in the Con-
stitiltion anid the Collt' t'. re'e'riatioll of ji idgiient in foot note 17. we
feel hat it is illipo.-ilh to coitltitle with any detlee of certaintv that

different re-,lI will Ix. fortlicuiiiti!,o fromi the Cotirtl wthen it decides
it a'14st' ili vol vinlg I -tatiit('e pliacticl P1i rsqia.it to thle taxilng aiil1 sqCndliilg
power.

In .Y,t#;ob,/ IA'.,l. ,,f C-t;# m. the Court did expre'.-s all overall con-
ce11 rn for th lert.rvat ion of ..tate sovereignty. .Just ice Ri'hnquii:t. writ-
il.. for the Mairity. stated. "6 * * We lhave rl-jiatedlv recognized that
there are aitrilmbtes of .,oviar'i.rntv attaching to •cvirv state govern-
iuient which inmv not lie impaired liv Coni..rv.,,. not because Congress
may lack an aflirinative £.rant of 1eLvi-llttive authority to reach the
miatter. hut I•,'iautist the Con-tttut ion rlti oibits it front el'rcisini the
authority in that nianni'r." (%lip opinion. at 11).

congressss liitv have to Im- ctinlerliil with how anly of it. legi;;lation.
which relates to State anid local empiloloVees. enacted liii•liant to taxing
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and spending . power 0r se't ion , Of thli t Ith uant-ndinvat, a ltvet, Sttate
sMTv,1erigiltV. "!'! rellmark im hade iy .1 n-tice Iivimn'lli: in6i- d*i-.ent*ig
opillioli hvntds .. jiplort to tihe view tliat .V,tt;,uid L, ii,/, of 1'Xt;n., has

maY i 'ellh.- a,',',,ii pi i-li it.- object ix vs---fmi exam11pit lpv (C'011lit iou-
i n ,,P -ra nt,i . O f fi .,io vra l fm id,- u pi ,m c ,,i,,l lia n•,e w vith fed eh rall lllIM 1il11ul1,

l :ie anI Overtimie sta:iifl'tl'-. c'f. (jkl',l', t"1, V. I,;th,411 .tIfl('t., ';,'i'
. I ,' ,' ;I'e - ', , IIr/ 3:'n I .S. 12 7. 144 (11!I17)- tIt / e ;* ,1 1 s - l/II ,,#
iff.lt if of I , ;.' Id(t,.uih lf ,,11 ,' t;,. '11,t;o1,l. .ftrud', l , ; Its thf lJ,•4, '

, 4;. , I/ ;, ,,,,f< ,Id .. at 21- 2--1. Eiiid -i.- Situlp li.,.)
In addlitimi ito takingl i %Ale • itli the Slicitor (of La i,1or t'ot',.'rtiiulg

thle ,leg't'e of lilllltli\ toi KI iei'll fo(otlmitv' 17-. We ' l-o) feel that the di.-
ctl- sion t-t, t llk tl I t to c il it * .ll at :itt 4,.1,,., to Vet l.ral fi i ll - ia ut to
the gelnera]-\\ .ci fare 1•i .1 , 4ci - 11 Is fil I lteyr 1-11-fill-itm tlt a111,1 1 fifa ii ' .\t ell-
sive explanat ion in tirdTl' to iN-ttt'r iili1lt'i-talitl thet uxtti-it to, whiýii.i
("ongres. n• v ni,'l ,',,t~lit ion ,ralIts to State- fio the ip i•'ti~eiitation of a

joint F,.,ernl-Stat4' lirgls•-MI ol folr the State adlai11intuat ion of a fed-
erallv funded lprort'-:n.

It is now well -ettied that (",mtit,,.-s tiaextenid it- fi naut,,ial1 r,.-smilr,'e.
to tile S•tates for ilmi[pleillelitat •il of joint Ft,Itral-State orrograrli. or
State-ahmlii-tert' liriir mi•., ,iil-.,.t to F..ii.ud ',militionm-. If the
States fail t o, c•mnl,]V or if they l ' , it- ply i hadeltjat.l\-. thle v.'tlerail ( t , -

emIII Itent ina cut o tl" f i I ,Is :tIi t lIt ,,t idlvr I ia ••i I. t-li Fe, Ic,, I' ,1 •-t i .:s a're
availiable to .tmili.lrl thrmirhi iriilln't iM1- n'0h1attlll i ,'ve with the fojilit iqh:-
agreed to by the State-. Rthhi, v. i., 3:97 U.S. 5,7 19711) \"-
Iliel-t',,lls -e• tv'-tifv 1, t0,e 1, %al itv ,,f th .,ii atl lii atiml ,of "',.,,,I,, .'ati\,.
federalil:ii." (S,.e K';iq v. :ln;f , '.5. I ' ' :; t; 1: (391', tot,,,

pf.oh . 0 llt'Ih P'. ,,,,,, .0 1)# ,', /0J,,,f. lo v..1,'r. h-)2 U.S. 121 ( 1971
Toprr .v, wd v. S. ,i,, '. lltlI '.S. 2 1- 71 1 " i0  i v. 1,;,171l, ,, , ll1e , .S.
2.51 (1974) •1 1 t,;1,.,, v. , t; , . 12 1 I 1.,7 t 1!t7:, ).

But it needs to lie ret-t:iti'd tlha:t whilel e the l"',:.ral Givernllnt
through its taxity._ iti1 , .,i.tilili" Plwtv'r m•la. 111,r,14itt' t.ntk that art notwithin its Othe.r e~•e:t.llix.,tihe St~ltv.• rt.1in tlt' optionl Of

entering into or It'.fi,-ini,,r to cut t'r Ilt PI ilt. F'tder'al l'tlatitms•iip :ani
aet'eJltin." tlit' ;ptrtfe,-red nio,,,ev onl the -t ilialattd it ilit imis. Thert'vf,rt.
a cond it ion iiaQ thie 'ii itpr il N i-ct! miiiitr thle llt-i'nph vilovpit'n 'tillI-plls~at lol i~n--ra.ri•,, ,iifer!- fr,,Inl thle r,.,,.Inllnt0Iv a-t-Iv,' inherenit in the

Fair Lablri' S. altandiards At't A.nienii(ient- 1if 1974. In the fornier .itimta-
tion. Stllit t'I at*'' £ri tn a 'I anidi'e a id l,:iIt i'ilIt If III is m.,l int av" wi ilv
in the l:tttvr. Staitt.' i'tp',,lin.tt to ,.oilVly. Of t'oltr.t'. if thie ,;tates
reject the cOit lititn titl followiii.r r,-itlts will flow fi'oni S1101 a (le-
eismn n ( 1 ) a halt in art i,'i; ai lim in tie Fltteral-S lltta'ii iloynuitnt
eomp•'nsatfl' i prion raini • 1"2)1 _ a -. of tlit' lo,,ntfits stt'niin i'i from the
allowableh, tax u'rt' lita. ,'t',.t lt rivate v,.t•ty;.lov'rs: amlt 3) a tict-off
of fedlei llv ;,rrant,.<l flinls to a--iq St lt's in tlite adnilii-.trat ion of
the 1l'rozarni. TIit dhtcji...+in 1iv States nolt to tonil 'lv With the' prop)mosed
rePlirement of coe'ing vliillovN-'s of State and local ,om'vernmients
under their tineniplov-nent -tatutt's as a conditiom of -motinued par-
ticipation it tiit Fe'leeril-St ate uinetnmlovtiia'ut 4'olil .,n.ation pro-
grann (lot's have e.iu'im l• •.o 'q;llvnu'... Not* only :ure the State. them-
selves afft,'t'ed. lilt :ail. thie private emniplo'ers will -,iffer lv no longer
beintv ahle to eniov the t•:x ,'reditg crivvtn them. The jilielomenon
we just ,lederiled appears to tletra,'t from the "voluntariness" of the
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Federal-State litemlployietit C(Al0juwli.ation l)i., gram. This type of
t :Irtre1iia1i, I it a ' jI id ill t i,, i o.ui IIti:. lat ion nay be s ubjcct to aS'tatec ,i~allenge of "','oler,'iol.'"

"i'liv. is a tcil:,';- io 4,f "',',cvi,, n*" :id "' inI ue ifnluvaeh' in Steward
.11,1, /1;/,( ',,. v. Ij,,';*.. ,Il,',l(;..'m 451. " ' (",irt in Ster,ird Ma-
,'l ;,, ( €'I. Ill.te(I that. 1N1,,hii,,r in tilt, a.- -&,,get thle exertion of
a p,•\m ir aki, !(A iiiiti. Iint.n•l,'. if %%,v a-.-imi, that :ua,11.1 a ,',Om'L'pt can
t'%TI bec al )III ,, + tic( I % ith ,.. toJ thv, t,.lat:,,z,.l, t,.ta, t vl.t r alld tuition.
Evell foil i t a-i fi, Ilk t I, 1e ,,atim OJf tle Jl o tt wi i'h prat.whicr
tili'lt. il•mt,, i,.,, ,lili. i dl i,.1t:l..s to) 1w l iducl ,it'ilrit. %%ouildl loe a ques-

it,, ,of (I I c,.rve. it titIIiv- I,,-rl4:1 P-. ,,f f. ",' I t/,l.. at .1!1( 1). SA I, nIg a-
a State imktiak ,'I. : <io, of ),t.I tijIfe.ttjti.,| will. tli,,uli idUced, bujtt nlot
III Itilr the .tialill 4,f .1 l)(T:r. -.1-ion .lOiw ahilelt to lue itinfl|tl.n'e id.. the
(A IIt, v -ta 11 1-. I ,ti . t lt- vit, I al rveI I II,.l t %%as it Iiug to a:iiilioratte
tle, ttlaxail- ,,f it, lil,,\ Ilitlit, to .- f,.rllal'i it.- #m nIi trvzti". rv. andi to
julat,, til.t Staitl- ,,iull a foot i .',r ,,f ,,, e u, t Wiit\". 4f I .. at 5110-
- )1 +.It i l ,,,141I 1it to pl,,,it ,lt t hat t , ( ,()tlill i,..-.,'r el tlie is:ue of
the il v (of n (Ar llli,' lul,- Nat4v ,'Olttl, t lir,-lated to the fiscal ieed
sill,.. X% I-( I I. t -. tI,\ ili it. lit-l ia l i I,., :t ink 4 ,', to tilk%* Wther end
I tII, .2 1t 4 1t.l i; It 1, 1,: 11 11,/.1 1it 'I9 I .

Tl eit. .",,liit,,t ,f L:t ,,,ihm ,Ii'-u.,,' the (if t State ,',,i-ent. volun-
.tri'i ,.-.-. :11,A ,o.' ,'t,,ll i l hi-s .If, i,' l',Iww ,/, of Law. i"Se Soliitor's{)l~il;i,,n. atr .7 7": I 1- 1,-. ) \\'v t-_,ivv \Vitli tho,' S,,diciti" '- a-i,' ,.,,,,,'fusion

tLat it HI Ittlii it,,' vi,,,x,.t .,f (Of %...,-s to) I I ) ri alit finidls to States
to a--i-t t•,irvi in tlt,- :.iliIIIIi.l.tratifl aitll filidili '. of thl ir a:l (lpr vcd
I1l 'llti ,i dt. lilt lit , i, l ,,I, .-.It !fotl ha" s tlt, (2) to Il.ite v in iit:it tion on

tilt-,' .i alit-. ", It ItIr- -tat I illlit tIIt t II : I :,t- I wit i I (II Ig!'N, s

alltilii itv too tia.i'i it :1 ,tIeb litIuuli, ,of s rt' l gi 1it-. th it S"t:Ite 1it,1iu ',1iji v-
IlI.eli , OuIlJI -atlitu1 i:\\ , :-,1l Ol r,,l d li ,ir tilt- Ft-ehral Uit'i, pllOly-
Juie'lit "*,I\ .\, t i< ilk IfII,, 4t fif ltw,., I larifirat loll \\ Lich %%e develop

If C(onzrt-s .h,,-,.- to , ',,uii t nui ' l",. l,.ril ,,., ult-j-iri-:li' to 1)rifl.!' ;i)ollt
the zubmiii--ioi (if e.tu'l Starll to ( 'v,,•,::'.' (Af 't., ,tillulv,.- atil tle tni-

p oVyt.. (If Il. Ijoliti.'al -1i .luii i'-i,,,-, till- alt ra( ,.ilh wuIIII :ar'.,iu:illo Lue
J~crni--ibt' :u i whu' ul prti'rctil.'it= a- 07'.h1,1ollq v. I's ',;,~,r'r

Comm#;-II;".'•It 3311 U'.S. 12.7 1 19i47 ). In ,i! ,'l-,. tilt,- ( 'im11 m -a,,
the ietlilirtnitlit- of tile ll:it.'h. , A t :illi! tilt- (C.S ".( m,,i'. r. Tiii-. tilt'l"
direetd th -t f,,r n_,iri,, iii p:ir i-ali luliti.:il ai,'tivitv (:1 viOI;itila ii lgithe H a:tchi Act i. tilt. O k-hiti,,-ni 11*1,.h%%:y - 'wlimil~ i fI-,ll` ili41'illM.Ir-114)1114

be r,.liOvu.d or thrtre "w,,iihi it-' \% illti,,!, ftr,,i th illt- ' lState r ,,ra iihli-
way flind- anl .lllmllilt 4f 1 lii(lile'V 1',ti4ui to iut' t.ill- ii-:liun of tilue
4'otiliiii-i•iAliei'. T'iie ( '11irt write. t lih. lie t Viiitel States is iliot
,'4 ilit (~iill, % % ith ii t:i- ll114 AAA el to reit. illlate,. I6•' ollii it i 1 act iv' it ie iais
lihi uf -tl.ite ,,li,'iii-. it di's ii have l,1 ,0t'r to fix thie te'i'iil pij)lli which

it li, utiu'IV :illOt liit'lil.s to s.ta' shill itt dis•rin--ed. Tile Tentih Amiend-
1A'Pit ,l4It'.I tift fu ifltii lit, vXemtis-' 1 f t ii- I OI, I"v in t hite way thlat
(C ingrt'--. li..Ar, ,.4edt'( in thi ,':i-,' * (i'. eid -olight by ('Oliglr,.e-
throlilii the I.it,.i Act is I tit.i, ih li, :mtervi I'e by rqiiirinlg thlii(- who
admnini-tvr fun.I- fo ui iwi un 1 uile U I - to :i fr- l ain" tro ivi at,' AlA it iai:l
parti-aui-hilp. So ,t'vin thOllu i h, :i,'t intke,.n biy C'olrr.s-s (ut•'.•s have
efctit , poll etlliii activities -\ itlii ii tlie :-tate. it lois ne'vtr |til
tluiiiit that l'uiich e(hIfert ii:idl' thlie federal -lt invalid W * * We do
liot s.e auiy v'itlit ion (itf tue .•iile ' .-4vereigihtv in tIi hear ng or order.
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Oklahoma ado pted the 'simple expedient.' of not yielding to what.
she urges is federal coercion * The offer of benefits to a state lbv
the United States de wlindent upon cooperation by the .-tate with
federal plans, aS-ujnediy for the general welfare, is not unusuall" Id..
143-144.

Further analyis, we think, will indicate that there are i.Iignifi.ant
limiting principles regarding the appriiah o)f conditioning Federal
grants.

As tile language quoted above from Oklahoma makes clear and as I.,
evident from the language of other ca'-,*N while ('Ihl'grt-s is nlot
limited in attac'hing condition- in its taxing andul -pendinl p-oglali
to its enumerated powers. it i:. limited to the extent that the 'otititioII.%
must be reaso:ialv related to the uIrpo..A.s of the taxinlg an d -. i1(lidng
pro_,ranls thei,-4-l-es. This linitatiom wa.- .ugg.-ted by ,Jurtice Stone
in tFitf (I Stat,( v. Btlt'.It" ".5. 1. •5- 6. ( 1l[), In arguing th at
the majority. ".- objec'ti()1s to 'onditioning were inappropriate, and by
.u.-iste (Caruizo in Ste wa,,rd .llu d,., Co. V. Jhn,...upm. ;II/M91.. 93.
In Irait ho, Irriyitto•n ;. %. .. l cC•,', k4 n. 3.57 U.S. "275. '295 ( 195s).
the ('ourt ,aid:

"Also) beyond challenge is the power of the Federal (ovenrnmacnt
to ilmipose rua.mabl he conditionn. on the u.,A, (of Federal funds. Federal
prily'rtv. and Federal privileges * * * iThe Federal Governmnent may
est.L1l i:] and inpl',' raso•na4leh" condlit ions relevant to federal interest
in the project and to the over-all olbjective- thereof."

And in L.imt %.. NV;,o.t . 4141 ..-S. :6t;3. 1t;9 O1N74). it %%a., -,aid : "The
Federal Government has power to fix the ternm.. on which it ' on.ey
allotments to the States shall be dis.,bursed. [Cit in.(r (ikiwali %-. ';,.;
S. r,'5;' ('enm.] wliatever na'v be tile limits of that power. `'4era1VI
.,whine Vo. v.. Jtat. 3'il U.S. "54'A. 5•0' et ,fq.. they have not been
reached here."

The conditions attached in the various.. pro'ranm.; with which thes.e
cases were concerned all had to do with as-uring the fair and efficient
use of Federal moneys to accomplish the purpo.pos of the pr••grams
for which revenues wenr raised and allocated. None of them was di-
rected to accomplishing something extraneous to the program. Given
Cong•es;s' power to enact the program. all of the conditions Congrne.s-
chooses to establish must be attached for the purpose of in-uring,
that in operation the gv.--tem does indeed perform the function,; that
Congress wants performed. Congress cannot simiplv attach conditions
to the program for purposes other than to insure the he'4 performance
of the program.

The Solicitor of Labor's Opinion notes that with respect to State
compliance: "The consent required is not different in rrinciple from
the consent required to give effect to the original Social S;ecurity Act.
With each change in the conditions of the Federal Unemihoymnent Tax
Act a renewal or reformation of consent is necessarv. Renewed con-
sent was freely t'iven in 1972 to the several new conditions added bv the
Employment '.ecu-ity Am'ndments of 1970 (Public Law 91-373).
among which were the conditions on coverage of State and lowal gov-
ernment em ployees. H.R. 10"210 would add other new conditions, in
addition to broadening the conditions on covera.me of State and local
government employees. In the light of the considerations which have
led to the new condit ions. Congress, is not to be faulted as exceeding the
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bounds of its powers. In seeking to strengthen and improve the Fed-
eral-State ('nem ploy meant Compensation Program, Cmoress may
from. time to time add conditioiss which it night hare included in the
first iidtaiwe, and may eslhape the old conditions to fit its new percep-
ticoi of nationad policy. The conception of the consent required is the
.azne whether considered in reference to new conditions on coverage
of State and local government employees or to new conditions dealing
with other matters." (Solicitor's Opinion. at 17). (Emphasis
supplied.)

Ile point that we believe needs emphasizing is that the conditions
attached to the Federal grants-in-aid cannot be for a purpose wholly
extraneous to the program, eNg. via conditions. Congress could not
enact an entirely different program to achieve the coverage of other
employees not reachable in the general exercise of Congress' taxing
:indsljeniiding powers. The Solicitor of Labor does point out that in the
1970 Amendments there is historical support for coverage of State
and local government employees with the consent of the States. The
Opinion notes: "The new conditions were freely assented to by the
States. No coiiplaint ha.s been pressed that the 1970 conditions or the
consents then given were invalid under the Constitution. No conten-
tion has been pleaded that assent to those conditions resulted in any
impairment of State sovereignty or breach of constitutional federalism
Nor will such impairment or breach result froii the reshaping of the
conditions on coverage of State and local government employees by
the proposals in II.R. 10'210." (Id.)

To reiterate. Congress may attach reasonable conditions to its tax-
ing and spending programs. but in order to be reasonable, and not
arbitrary, the object to which the conditions nmust relate is the legiti-
mate purpose of the spending program to which the conditions are
attached . It is not valid for Congre-s to attach conditions that. in and
of themselves, promote the general welfare, because Congress may not
legislate for the general welfare except through its granted powers.
The conditions, in other words, must promote the general welfare ob-
jective of the taxing and spending program itself and may not be
utilized to go beyond the programs to which they are attached.

The standard is, of course, the -ýame as the due process standard
which dlemands that -'the means -elected shall have a real and substan-
tial relation to the object sought to be attained." .cbbia v. Vt w York,
:291 IU.S. 502.,525 119:4). As such it is an extremely relaxed standard
and no Federal taxing and sl ending program has ever failed a con-
,tit utional challenge to it ,o this ground (Butler being of course a dif-
fereint case for these purposess, but the qualifications are there.

.Another itei, to examine more closely s the possibility of an allega-
tion that the pr,,po-al amounts to an "unconstitutional condition."'
The term "unconstitutional condition" is an ill-defined doctrine that
the courts have' developed to deal with the frequent governmental
practice of conditioning the extension of a benefit or privilege to a
recipient umpon his giving up or foregoing a constitutional right.
Neither the court: nor the commentators are clear with respect to the
lim,1itatio's iiposedl upo, n Government by the doctrine. (See Hale.
"T'nconstitutional Conditions and Constitu'tional Rights." 3.5 'olumhia
Lar Ro, ,'5 ,r 321 (1935): Merrill. "UnconQtitutional Conditions." 77
Unirerqitv Of P1 n1,Ayi,'ani,1 Law Re ,ieir 979 (1929) : Note, "Uncon-
stitutional Conditions." 73 Harrard Law RIeriew 1595 (1960))
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In general, however, the cases and commentary seem tc, find com-
111411 grotid 4)1 s., ral - l' rinciples. Thle wli I -;t •ithl I fit alt wEiu!i appear
to be the condition.- irelh anv'. or iirr'h'' all•y, to tlie attai lilt qf tiit
goveriiiiental obljeit ivesIII% ol 1td in tile 'Xtt-ii4 IIn (if Ile iMa.t.fit, *t-ev
our earlier dijcus..sif on.) A c,.olll plriii'iple. Xli,. h iiai. 4r niiav t4,t
grow l]ogicallv out of the tirst. is that thle ipimvr to il1m,-41 ,',,tiit 11)10It-
is .' ,•t a h.•St'r part of tlt, g'eater pm c,.r t. i %%it l ildtwl. te t . flit ,,t
privilege, . buut instead i. a di..ti ,t , .I ex,.r. i-4. ,,f p, er wlii, Il to,-t fin'd
its own just lil'at io . Set- ' life/ ,,,ii/ F r '1 , r .,, A ';, ',,. %. ' K;','u ,
('0/n n., 271 U .S. 'v1,3 (19126. 1.11 ;iiiu OW na . RIfA. ý /, 1 1,. t '1).. 2 7.
529 ( 1922). A tl irll .-ui,.ggettt- lre I ,I, 11. is th;:. t ti., • attvi, ,,lit 1,1,r Ir
lreVE 'atif)n 111 51 1no l It . aIOil' t a \,. a 4.1I it 1(11 1 Elf t e \,lv , I ,f a I I
gtov'eriiI•iental p,4~er blit one tha:t atpl,:irt'itl l tii,-aIý- hItr t, t, II I--
ildiffeIjren~t E'olitexts.

I i t i iv iiatil1 Elf t.e I. .I IIei, I(I 't rt'- Il' I-in I f V I' I v,,I..,
Iv l u,i, (,f ('of l, ,, x aldl a Ircview of tit,' II,', elii- illiel thje t't\lt:r 'jlj1l
spel, dillil ,, poW r iI tI t' (tilt, .ttlltltH JI. \\v fe ,l t t --: r, t, Eil 'ii '
that. at I lhe pieseilt tile. tii(-' El it lIllt, fi w%0, t.tr l..vi-1,tloll i< [Ir,,

pI.e•,•d liv II.R. 11,21_ ) w ill I,. ,,i-titt l t ',,El" , t,--ille -- :is ,,10 1.101I1P. W e'I •a.,-e ouIl" co', vl|•'J ol.-iml II 11,,arily I. 1'\)4)11 Pil,,, t~ - %\I•,' ,u ýI• ' d •

fi'oin Eour I'eaE I; ugr of LV/#,u L 1 qu, of (c;; ,t: 1 Tilt, n i
vatioll Ef juiIgtllttI.t in fe, it itiet, I7 1.Nlip ,,li it,. at 1i " .2 the na
jority's l -rt.ce.ulpat i101 'x it h tli lrl't l at it I ,f Statl l- 4 cit jrjt, \ "t illl
( ) tle majority's failuti to answer tile ,iti.e-t it ,n ita iill .'i ,-t I" In
Brelil'ais (li%'..t;.lt i-v.rardi,_ E'oil•,iitioiEn fII (Yrants * if Fede.ral fund -.
We al.-o fee.l that the ('oiir's di.'ils.iE}n Elf E,'t. i- imlor::it htat

is. tie expenlse invohl ed if Staies and their 1)l4,iti a 1 si•t,.l- ii ,+I,}- hail
to c.omlylv with thle mandate of thet Fair Lalsr Srain,larrds Act
Amendments of 1974. (Svte slip opinion. 11-14.) Ju..ti.e Relinenuist.
writing for the mlajoirity. n•iE,,ed that: 'JId,,ed .4Ielv in tertns ()f
inrenase.ld c'(-ts in dollar.-. tlhesýe alle.zatiEirs llS w -tE1 1l l.Iiqailt itlilja't
on t he ftmitionitig (if thli iroverrnlelE'lal iM.dlics iii Ex,.l. TIhe Metro)-
polittla (,Giove-.rn.Ilt ,of Nashville and ])a'ilI-on ('Gillt v. Telnn.. fir
exampIle. asserted that tih .i At will ii,'Ttla-eM its ,'E,.t- of [YrE vidil "
essential 1))liE't and fire protection. without an, illy ,reas.e ill -,rvite
or in current salar-y level.-. by s9:S.(N . lper *vear. (Capje Gi rarE hlea. Mo..
est imtatedE that its aninuial budget for fii'e lprotec.tion may have. to 10,
increa.-ed by anty'wlhere frE im •l •4. HIO to) t--l . 041t 0,or th(e -. 'urret•l
figi.lle of The.U i. S'l t 'late (if Ar.i'Zll. a adlv,.d'E I lat the :iiiilal atl'li-
tiolal eXpelifitltres wlhich will IKe 1-t'1141iti-0 if it i- to ''outinte+ tE IWO-
vide e.ss.•t ial State m-rvie'vs lIav total --21 :, miillion. "l'll. Statc (If (fali-
fornia. which must devote -ignlifiant pomrtions 1of its lhtt-.t et to fire
sltjpi'r'sSioil tlndeavors. tstinit ed that ail l1itatiEin of til, Act to it-
employment practice'., will nec(.'sitate an ilut rca. ii its budget (If

between $f million and $16 iuillion." h Id. at 12.)
In addition to pointing out increased1 4.ost.+ the majority enilha-

sized that States and their localitie., might al.o he, forced to I't'itllue
other programs in order to meet tle increaased v'o.ts of ininintiim wa,-e-
maximum hour requirements impo-ed lby the Federal (iovtrnmtent. for
exain)ple. forced relinquishment of important goverlnmEntfl activities
such as training programs or curtailment of aftirinativl, action pro-
grams. (Id., at 12-13.) Tue Court observed that the choices available
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to States and their political subdivisions would be curtailed, and it re-
marked that the only -discretion" left to the States under the
Act -* * * is ,ither to attempt to increase their revenue to meet the
additional fuminial burden imposed. upon them by paying congres-
sionallv prscrilwd wages to their existing comphlemlent of employees,
or to I-.•u'ce that complemlient to a number which can be paid the
federal minimum wage without increasing revenue." (Id., at Ht).

We believe it necva.:ary to point out that the cost aspect is important
in the context of the proposed amendment concerning the Federal-
State un1'iilployment cmIlensat ion program. While coverage of State
and local eill)loyees is not mandatory in tins situation. failure to cover
the.,e employees will deprive private eni loverss in a State of a sub-
stantial tax credit as well as depriving t ie State it.-,elf the grant for
administering the program within the State. The funds for the finan-
vial *.uplpwt of all States is governed by the suin of tile collections
under the Federal IUnempjlovyment Tax Act. States and localities are
not s.ulbject to the Federal nemmpll,)memnt Tax kict. and therefore.
they make no colutrilmhuitin to the ;,)ur'e of funling with respect to
St ate and local gturj)im-I-ImIet klSloye...As a lt,., the blti rden will te
upon thie State.-to lwar tlte ,'ots of adintini-t rat ion which will ari.-e
from the expansion of c-owerage to thIcese puulic euiplovvees. The cost
to the States may be significant and could conceivably reac'h the point
where Stat e -overeigny l u"iaI aff.e0,te,.4 :1s ini til ,a-) If .\'Af;ofad
A'.414'_/le of (C;t uS.

Therefore. it i (ldebatable whether li-imiin for less than full finan-
vcial :-upport of State uneummphli.net comupemn-ation la11s by the F.d-
eral Government is within the gemiral welfare power ()f thle (ongre:.s
inhder article 1. section ,. ,lai-, 1. 4,f t•.e U.S. (C ,nstitltim•,. It 4ilo., not

Se.•.uI l,,i'a It1hat a co 01iiitiurn ,',ineteI withI lrovision for he-s tihan full
financial support :erves the Irl)uro,- (if improving tmle basic Federal-
State unemployment conmlP, n:at ion pr( 4graum. We noiAt st re:s our p)oint
made earlier--that while ('Congre:s hai: the power to) create benefits by
statute an(i to condition thilte.( beneits. the attached conditions must"
(1) have to do with assuiring the fair and i'fli'ieiit u14 of Feihral
money to accomplish the piirIo:.eS of the prograni for which the
revenues were raised and allocated: ('2) not be- directed to a('complish-
ing something extraneous to the programs • 0) relate to thet legit mate
purpose of tilt, spending lroograjlm to whli,'hl tlh condit ion- are at-
tached: and (4) lrOmotte tle general welfare dljective of tile taxin"
and spending program itself and nmay not Ix- utilized to go l•evond the
program to which they are attached.

One may derive from the cases in thi- area the linjit ig principle
that Congress may not. when aetin,.m, under its taxin.q and sl)tn(1ing
powers. so structure its enactimmenits as to c(wrce in fact and in law
unwilling States to undertake some activity, to fall into sonie con-
gre.-sionally lpres.rilm-d pattern. lbi'cau-e to i'onditiom a Federal pro-
grani in .-uch a manner is to exceed Fedeiral power. In .o acting'. Con-
gress would not ble respecting thme coimcept of fetderali-imm and would not
be emp)loying a rational. nonarbitrarv means to effecttuate an object
within the scopw of tihe Federal taxing; an! pendingg power.

KARE.N" T. LEwis,
Legi.8lafhe Attomey.





APPENDIX C.-SUPREME COURT DECISION ON
PREGNANCY DISQUALIFICATION PROVISIONS

SUPREME COURT OF TIHE UNITED) STATES

MARY ANN TURNER V. ID:E.PArrTENT OF EmI'IAPVMFNT SE:URITr AN.D
BOARD oF REVIEW O? TIlE INDUSTRIAL COMMISSION OF ITAII

ON PETITION FOR WRIT (IF CERTI4ORARI 'TO TIlE SUPREME COURT OF UTAll

No. 74-1312. I)ecided November 17,1975

PER CURIM.
The pet itioner. Mary Ann Turner. challenges the constitutionality of

a provision of Utah law that makes pregnant women ineligible for
unemployment benefits for a period extending from 12 weeks before
the expected date of childbirth until a date 6 weeks after childbirth.
Utah Code Ann. § 3i--4-5 (h) (1) (1974).

The petitioner was separated involuntarily from her employment
on November 3. 1972. for reasons unrelated to her pregnancy. In due
course site applied for unemployment conlpen,.ation and received bxene-
fits until March 11. 1973. 12 weeks prior to the expected (late of the
birth of her child. Relying upon ! 35-4-5(h) (1). the iespondent. de-
partment of employment security, ruled that she was disqualified from
receiving any further payments after that (late and until 6 weeks after
the date of her child's birth. Thereafter. Mr. Turner worked inter-
inittently as a temporary clerical employee. A fter exhausting all avail-
able administrtative remedies, the petitioner appealed the respondents*
rulings to the U'tah Supreme Court. clainjiin- that the statutory provi-
sion deprived her of protections guaranteed by the 14th amendment.
The State court rejec-ted her contention., ruling that the provision
violated no constitutional guarantee. Tpirnr v. Depirtim nt of P.Em-
ployment Sec•rity. Utah 2d - . 531 P. 2d 870. The petition
for certiorari now before us brings, the constitutional issues here.

The Utah unemployment compensation system grants benefits to per-
sons who are unemployed and are available for enmlovnient. U-tah
Code Ann. $ 3.5-4-- (c) (1974). One provision of the statute makes a
woman ineligible to receive benefits "during any week of unlemploy-
ment when it is found bv the commission that her total or partial un-
employment is due to pregnancy." I 35-4-5(h) (2). In contrast to this
requirement of an individualized determination of ineligibility, the
challenged provision establishes a blanket disqualification during an
18-week period immediately preceding and following childbirth. ,4 35-
4-5(h) (1). The Utah Supreme Court's opinion makes clear that the
challenged ineligibility provision rests on a conclusive presumption
that women are "unable to work" during the 18-week period because
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of pregnancy and childbirth.* See - Utah 2d. at - , 531 P. 21,
at ,ý71.

The presumption of incapacity and unavailability for employment
,I'rt&td Iliv tihe cliaIlltiged provison is virtually identical to the pre-
.ru 11t ion foiriid unt'iitt itutional in (1 ,'l lS,,d /'uar'd of t.lucation V.
Lid It ,ar. 114 U..S. 632. In LF47t u•. the ('Corm lhvld that a s+;hool board's
1man latorv liaternit v lvaie rul. wleitlc ru',uiied a teacher to quit her
job •w tenil moiitlis lfore the v.xtli-tted birth of hter child and pro-
lbilbitedI li.r return to work until 3 molil s after childbirth violated
the 14the Hll ait'idiint. Not tmi tlat 'fr.edhm ,of personal choice in mat-t.r (of 1,,ail ia't. a11nd famiilv Hiefe i.- one of the liberties protected by
t lie due pr't. 'laisr.414 U.S.. at 639. the ('ouwl held that the Con-
sit iti lll itju.llul. a loorn inidividualized approach to the question of
thle tva'tl.r's pljy..ical ctap:lCitv to continue her employnient during
P1,1,.21,aly anld resrlli• her dhitie.s after childbirth since "the ability
of all 11:11- itiilar plr.naInt A(I"lon to colit inue at work past any tixed
Mile II her li e~in.v is *-v. 1111u,'h an HAi i iitual natter." Id.. at 645.

It ailt ,t In- ,ollbt;,d that a :.bl,stanttial imioln r olf womeln are fully
,'.1plalle of wi ikilii 'u.r ".!! into thti.r list trilni.:t-ir of pregnancy and
fof rtuiiirlrlortnt-hortily after childbirth. lit this very case
Mls. Turner %% ,. iill.,l 1tttilijitt eoilv a,, a c.lhrical worker for
Plolt io.Ns Of the 1 - w.•k iteiiod dutrmna which she was conclusively pre-
..i zt.I to . in,1 a. at i t 'tat'. l. 'li14. 1 ttII Ai.\trednd l .a t ret.,lrires that unem-
l~ql , il,,.•t. -toil,,' t-1-M 14)1,,• (i l,,, 1~- , I -. thm i .- m)-,al,:rds ~u-st

.•,i-ie l,,,,. ,it~t,at Stal, nl .. tl,'ore:l m,,t i nlividutalize(l metans

x1I'v I nt,,.i.' i1111 lia .1 Iii tivis :ar .at .4take. \ it 1m'U de that tlie I tah
ultlte|ipl•vriellft ,uuIIIjli,-al ,• .atirity'- rite,-,rIti atio4i of a 'onclus.-ive
If *-tilrl t llli (of lII( iptij4Iv ir% ii -4) Ioijol a1 periodl before and after

clrldii ti ~ tti~ilititnal~inka:ljtl under the priliriples of the La
Fl" 11.r case.

A rt, ri 'rd 'l . t'he writ of ,vr'tiorl'r is 2rtlti-rI. thle jtloimtunt :r• va-
,iitt,. d iail tlt' a-V i+- 1r,•r1t1,ii d to t!e .S lIrei-i, (',orirt of I ta.. for
ftilrl.. lr. ,.Iii. • M 11t i :,', A .I... t wit Ivth till,; oplliOl..

TI'HE: ('II I.Mt, .1I %tii E: ai11l .Mit. .Ii ?'.rl 1. B'. l(KNI u% %%mV.\id not sum•-
ii 1;i ri lva4 ate ti rt juai tel t ()f till' Suprvie i it'(orI ()f 1-t alt. Instt 'ad.
tlhtv ,riltll gl.lit I nrt iviati amil -%.t ti,., a., fmrr fill brtiefiing andl (ral

M1r..hi -"I It: R] If NQt'i-T tli-,-ecits.

*Th, r,. -, ndo.nt i w n .t.1 r'.it the chi lls..ecd prorl-t1'n Ii a l tnitml|,-n *,n the i4 m .rae
,,if tie I't , I , 'it 1 ,,-1. t 111 t T , t ' -. ln - ~,-'-m i n,| ri,, aI l ,- i fip ll ,• ;•,im ,,ia 'ti-d li~y

f,,r , , .i, t t,-ut it-, %'t , t ThNl, lA•tra,'eriti 0it i 'if the. -tat, 'lt , a n,'lnud in in
I, .. .t t . ' .T . . th, I . '- It ', 1.1' a lh. 1 i of 14r, 7o' r 4 i t I I' o. 417 V '. 4",4

'A.t| t%. tih the to it..zl I. , t%"' ,r rr,,-t.t i,, - hir 't.ah .l-r*-nip (" tt IC.', re- thait ,it
I,.,,r +|.i .ii , #-tt ,ul thtt " .it* t,.rnli ;,r h'g lni im f in P.nileire iJ• -ili, io-,, r tl' t tn t Io) P

I,|,, t,•,1,t lt " I #- U th .% I r,,i. tri ,r . ,'ti i-i,,n I., ior.nt-ed .n the lm;pattt of ;,r-grlvjer .e%
--n it %, ,nir i ,A h lt+V t'-, wirk It, n m:tk".A n-. ment utn if e-1it rag, lItl tatiini ior
rh.-4ir ijvo- Ir l i- 'ct ni | ,rd i- .4• o t 'io T .,h.fi"ttructi,,n -if the itattile. ly tie Statt.'s

hih:,.-t ,,irt thýi. un'lernilnu+e fhep ro.-V hii .'nt-" telat(4.t har tLa t the ir,,viptifn ian be
ait tii.'gl d to, the' Ia& -uztalrled in .4Aielo.
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