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THE EMERGENCY UNEMPLOYMENT COMPENSATION
EXTENSION ACT OF 1977

U.S. SENATE,
ComMMITTEE ON FINANCE,
Washington, D.C.

The committee met, pursuant to notice, at 10:20 a.m. in room 2221,
Dirksen Senate Office Euilding, Hon. Russell B. Long (chairman cf
the committee), presiding.

Present: Senators Long, Talmadge, Byrd of Virginia, Bentsen,
Matsunaga, Curtis, Hansen, Dole, and Danforth.

The CrarMAN. The committee will come to order.

Today, we will hear testimony on legislation to extend the Emer-
gency Unemployment Compensation Act ¢f 1977, which is scheduled
to terminate at the end of this month under existing law.

The Federal-State Unemployment Compensation System is in-
tended to serve as a temporary bridge between jobs for workers who
became involuntarily separated. In ordinary circumstuances, State pro-

rams provide a maximum of 26 weeks of unemployment benefits and
in times of high unemployment, an additional 13 weeks of benefits.

The longer duration reflects the probability some workers will have
to spend a longer time searching for work during a period when jobs
are scarce.

In 1974 the severe recession we experienced led to a high unemploy-
ment whereby Congress found it necessary to enact an emergency un-
employment program providing even longer duration of benefits than
are available under present law.

This emergency program was enacted in response to a crisis situa-
tion and was extended in 1975, with the understanding that it was
an emergency program which would be phased out as soon as unem-
ployment levels declined and other measures to deal with long-term
unemployment were developed.

The President has recommended one more extension of this emer-
gency benefits program with, however, a reduction in the maximum
duration under all programs from 65 to 52 weeks and with the final
phaseout of the program on March 31, 1978. -

H.R. 4800 embodies the President’s proposals with some modi-
fications.

[The press release announcing this hearing and the bill H.R, 4800
follows. Oral testimony continues on p. 23.]

(1)
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PRESS RELEASE

v

FOR IMMEDIATE-RELEASE ' UNITED STATES SENATE
March 14, 1977 COMMITTEE ON FPINANCE
2227 pirksen Senate Office Bldg.

FINANCE COMMITTEE SETS HEARINGS ON EMERGENCY ks
UNEMPLOYMENT COMPENSATION EXTENSION

.

The Honorable Russell B. Long (D., La,), Chairman of the
Committee on Finance, announced today that the Committee plans
to hold a hearing on H.R. 4800, the Emergency Unemployment Com=-
pensation Extension Act of 1977. The hearing will be held on
Tuesday, March 22 at 10:00 a.m. in Room 2221 Dirksen Senate Bldg.

Senatoxr Long noted that H.R. 4800 had been ordered
favorably reported by the Committee on Ways and Means of the
House of Representatives, It is expected that the bill will be -
considered by the House during the week of March 21,

Because this legislation involves a program which will
expire on March 31, the Finance Committee is scheduling a
hearing date at this time so that the Committee can begin its
consideration of the bill as soon as it has been passed by the
House of Representatives.

Under permanent law, benefits are payable to persons who
become unemployed under state unemployment insurance programs,
generally for a maximum of 26 weeks. In times of high unemploy-
ment, the Federal-State Extended Unemployment Compensation Act
provides up to 13 additional weeks of benefits. Because of the
extremely high levels of unemployment which the country experienced
in the past few years, the Congress enacted in 1974 and extended in
1975 the Emergency Unemployment Compensation Act of 1974. This Act
provides additional weeks of benefits for those who have exhausted
their entitlement to regular and extended benefits. The emergency
program provides up to 26 weeks of benefits (making a maximum under
all programs of 65 weeks). Under existing law, the emergency bene-
fits program is effective only in states with insured unemployment
rates of 5 percent or more. No benefits are payable under the pro-
gram for weeks of unemployment beginning after March 31, 1977.

H.R. 4800 as ordered reported by the Ways and Means Committee
would extend the program for 1 year with a maximum of 13 weeks bene-
fits, It would also modify the program to make benefits available
in local areas with high rates of insured unemployment even if the
state was below the 5 percent state "trigger" rate. The Ways and
Means bill also includes new work requirements and provides general
revenue financing for emergency benefits paid during the next year.
The bill also provides a further temporary deferral of the repay-
ment of Federal advances made to a number of states to meet their
regular benefit costs.

Request to Testify. -- The Chairman advised that witnesses
desiring to testify during this hearing must submit their requests



to Michael Stern, Staff Director, Committee on Finance, 2227 Dirksen
Senate Office Building, Washington, D. C. 20510, not later than
Thursday, March 17, 1977, Witnesses will be notified as soon as
possible after this cutoff date as to when they are scheduled to
appear. Once tha witness has been advised of the date of his ap-
pearance, it will not be possible for this date to be changed.

If for some reason the witness is unable to appear on the date
scheduled, he may file a written statement for the record of the
hearing in lieu of a personal appearance.

Congolidated Testimony. -- Senator Long also stated that
the committee urges all witnesses who have a common position or
with the same general interest to consolidate their testimony and
designate a single spokesman to present their common viewpoint
orally to the Committee. This procedure will enable the Committee
to receive a wider expression of views than it might otherwise
obtain. The Chairman urged very strongly that all witnesses exert
a maximum effort, taking into account the limited advance notice,
to consolidate and coordinate their statements.

Legislative Reorganization Act., -- Senator Long stated that
the Leg!siaEIvn ReorgangzaEIon Act of 1946, as amended, requires
all witnesses appearing before the Committeas of Congress “"to file
in advance written statements of their proposed testimony, and to

limit their oral presentations to brief summaries of their argument."

Witnesses scheduled to testify must comply with the following
rules:

(1) A copy of the statement must be filed by noon the day
before the day the witness is scheduled to testify.

(2) All witnesses must include with their witten statement

a summary of the principal points included in the

statement,

(3) The written statements must be typed on lettersize

paper (not legal size) and at least 100 copies must
be submitted by the close of business the day before

the witness is scheduled to testify.

(4) Withesses are not to read their written statements to
the Committee, but are to confine thelr ten-minute oral
presentations to a summary of the points included in the
statement.

(5) Not more than ten minutes wili be allowed for oral
presentation,

Written Testimony. =-- The Chairman stated that the Committee
would be pleased to receive written testimony from those persons or
organjizations who wish to submit statements for the record., State-
ments submitted for inclusion in the record should be typewritten,
not more than 25 double-aspaced pages in length and mailed with five
{(5) copies by Tuesday, March 22, 1977, to Michael Stern, Staff
Director, Committee on Finance, Room 2227, Dirksen Senate Office
Building, Washington, D. C. 20510.

P.R. #3
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IN THE SENATE OF THE UNITED STATES

March 22 (legislative day, Fesruary 21), 1077
Read twice and referred to the Committes on Finance

AN ACT

To extend the Emergency Unemployment Compensation Act
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of 1974 for an additional year, to revise the trigger provisions
in such Act, and for other purposes.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
SECTION 1. SHORT TITLE. . T ‘

This Act may be cited as the “Emergency Unemploy-
ment Compensation Extension Act of 1977”, '
TITLE I-—AMENDMENTS TO THE

EMERGENCY UNEMPLOYMENT
COMPENSATION PROGRAM

SEC. 101. EXTENSION OF PROG!{AM.
(a) GENERAL RULE.—Paragraph (2) of section 102
(f) of the Emergency Unemployment Compensation Act



2.

1 of 1974 is amended by striking out “March 31, 1977” and
2 inserting in lieu thereof “March 31, 1978”.

3 (b) EFreCcTIVE DATE.—The amendment made by sub-
4 scction (a) shall apply to weeks of unemployment ending
5 after March 31, 1977,

6 SEC. 102. PAYMENT OF EMERGENCY BENEFITS ON THE
7 BASIS Ol'; STATE OR AREA TRIGGERS AND 52
8 WEEK DURATION OF BENEFITS.

9 (a) AREA EMERGENCY BENEFIT PERIODS.—

10 (1) Subparagraph (A) of section 102 (c) (3) of
1 the Emergency Unemployment Compensation Act of
12 1974 is amended—

13 (A) by striking out “any State” each place it
14 appears and inserting in lieu thereof “any ‘area of
15 a State”; A

16 (B) by striking out “a State ‘emergency on’
17 indicator” ;nd inserting in lieu thereof “an area
18 ‘emergency on’ indicator” ; and

19 (C) by striking out “a State ‘emergency off’
20 indicator” and inserting in lieu thereof ‘“‘an area
21 ‘emergency off’ indicator”.

22 (2) Subparagraph (B) of such section 102 (c) (3)
23 is amended to read as follows:

24 “(B) For purposes of subparagraph (A), in the case
25 of any area of a State—
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“(i) There is an area ‘emergency on’ indicator for

any week—

“(I) if there is & State or National ‘on’ indicator
for such week (as determined undef subscctions (d)
and (¢) of section 203 of the Federal-State Ex-
tended Unemployment Compensation Act of 1970},

and
“(II) it the rate of insured unemployment in
such area for the period consisting of the most

recent 3 calendar months ending before such week

. equaled or oxceeded 5 per centum, or if the rate of

insured unemployment in the State for the period

.consisti.ng of such week and the immediately preced-

ing 12 wecks cqualed or exceeded 5 per centum.

“(ii) Thore is an area ‘emergency off’ indicator

for any week—

“(I) if thoreis a State and National ‘off’ indica-'
tor for such week (as determined under subsections
(d) and (e) of scction 203 of the Federal-State
Lxtended Unemployment Compensation Act of
1970), or ‘

“(IT) if the rate of insured unemployment in
such area for tho period consisting of 'the most recent
3 calendar months ending before such week is less

than 5 per centum, and if the rate of insured unem-
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4
ployment in the State for the period consisting of
such week and the immediately preceding 12 weeks

is less than 5 per centum.”,

(b) 52-WEEk DuraTioN PERIOD FOR EMERGENCY

BENEFITS.—Subsection (e) of section 102 of such Act is

amended—

(1) l;y striking out paragraphs (2) and (3) and
inserting in lieu thereof the following:

“(2) The amount established in such account for any

individual shall be equal to the lesser of—

“(A) 50 per centum of the total amounf of regular
compensation (including dependents’ allowances) pay-
able to him with respect to the benefit year (as deter-
ming: under the State.law) on the basis of which he
most recently received regular compensation; or

“(B) 13 times his average weekly benefit amount
(as determined for purposes of section 202 (b) (1) (C)
of the Federal-State Extended Unemployment Com-’
pensation Act of 1970) for his benefit year.”;

(2) by redesignating paragraph (4) as paragraph
(3) ; and -

(8) by striking out “amounts determined under
paragraphs (2) and (8) with respect to any individual
shall each” in paragraph (3) (as so redesignated) and



5
1 inserting in lieu :hereof “amount determined under
2 paragraph (2) with respect to any individual shall”,
3 (¢) DEFINITION OF AREA.—Bection 105 of such Aot is
4 amended—

5 (1) by striking out paragraph (5) and re-
6 designating_ paragraphs (6), (7), and (8) as para-
7 graphs (7), (8), and (9), respectively; and
8 (2) by inserting after paragraph (4) the following
9 new paragraphs: 7

10 ~ “(5) the term ‘area’ means, with respect to any

11 State—

12 “(A) a labor market area or part of a labor

13 market ares which is located within such State,

14 and

15 “(B) all other pérts of such Btate which are

16 not located within any labor market area;

17 “(6) the term °‘labor market area’ means any

18 area (determined without regard to paragraph (5))
19 designated by the Secretary as being a contiguous popu-
20 lation center with a population of at least 250,000
21 individuals;”. -

22 (d) SprciAL RuLp WHERE BeneriTs Are Nor IN

23 EFFECT IN AN ENTIRE STATE,~Section 105 of such Aot is
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6
amended by inserting “ (a) ' after “Sec. 105.” and by adding
at the end thereof the following new suhsection:
“(b) For purposes of this Act, to the extent that an
emergency benefit period is not in effect in all areas of a

State, the determination of an individual’s period of eligibility

-or additional eligibility period or of whether there is an emer-

gency benefit period applicable to the individual shall be
made by reference 'o the area in which the indi-
vidual was last employed during the base period for the
benefit year with respect to which such individual most
recently received regular compensation.”
(e) TECHNICAL AMENDMENTS.—
(1) 'Paragraph (4) of section 105 (a) of such Act
(as amended by subsection (d)) is amended by strik-
ing out “a State” and inserting in lieu thereof “any
area of a State”. _ ‘
(2) Paragraph (2) of section 102 (b) of such
Act is amended—
(A) by striking out “section 105(2)” and
inserting in lieu thereof “section 105 (a) (2)”; and.
(B) by striking out “section 105(4)” and
inserting in lieu thereof “section 105 (a) (4)”.
(f) EFFECTIVE DATES.—
(1) I¥ GENERAL.—Except as provided in para-

graph (2), the amendments made by this section shall
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7

take effect with the weck beginning on April 24, 1977,

If for the last week beginning before April 24, 1977,

there is an emergency benefit period in effect in a State,

any emergency benefit period in effect in any area of

such State for the week beginning on April 24, 1977,

shall, for purposes of section 102 (c) (3) (A) (ii) of the

Emergency Unemployment Compensation Act of 1974,

be treated as a contiiﬁmtiou of the emergency benefit

period which was in effect in such State for the last week

beginning before April 24, 1977,

(2) SUBSIédiION (b) .~The amendments made by
subsection (h) shall apply to weeks of unemployment
ending after March 31, 1977.

SEC. 103, FINANCING OF EMERGENCY UNEMPLOYMENT
COMPENSATION FROM GENERAL FUNDS.

(a) GENERAL RULE.—Section 104 of the Emergency
Unemployment Compensation Act of 1974 is amended to
read as follows:

“FINANCING PROVISIONS

“SEc. 104. (a) The Secretary shall from time to time
certify to the Secretary of the Treasury for payment to each
State the sums payable ta such State under this Act. The
Secretary of the Treasury, prior.to audit or settlement by
the General Accounting Office, shall make payments to the

State, in accordance with such certification, by transfers
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of funds appropriated pursuant to the authorization provided
by subsection (b) to the account of such State in the Un-
employment Trust Fund.

“(b) Thers are authorized to be appropriated, without
fiscal year limitation, from the general fund of the Treasury
such sums as may be necessary to carry out the purposes
of this Act.”

(b) Erreorive DATR.—The amendment made by sub-
section (a) shall apply to payments to States to the extent
that such payments are attributable to emergency compensa-
tion paid to individuals for weeks of unemployment ending
after March 31, 1977. )

SEC. 104. DENIAL OF EMERGENCY COMPENSATION TO IN.
DIVIDUALS WHO REFUSE OFFlgRS OF SUIT-
ABLE WORK OR WHO ARE NOT ACTIVELY
SEEKING WORK.

(a) GrNERAL RULE.—Section 102 of the Emergency
Unemployment Compensation Act of 1974 is amended by
adding at the end thereof the following new subsection:

“(h) (1) Except as provided in paragraph (3), emer-
gency compensation shall not be payable for any week to
any individual otherwise eligible to receive such compensa-
tion if during such week such individual—

“(A) fails to accept any offer of suitable work
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9
or to apply for any suitable work to which he was
referred by the State agency, or
“(B) fails to actively engage in secking work.
“(2) If any individual is incligible for emergency com-
pensation for any week hy reason of a failure deseribed in

subparagraph (A) or (B) of paragraph (1), the individual

- shall be incligible to receive emergency compensation for

any week which begins during a period which—
“(A) begins with the week following the weck
in which such failure occurs, and
“(B) does not end until such individual has been
employed during at least 4 weeks which begin after
such failure and the total of the remuneration carned
by the individual f(\)l‘ being so employed is not less than
the product of 4 multiplied by the individual’s average
weckly benefit amount (as determined for pﬁrposcs of
section 202 (b) (1) (C) of the Federal-State Extended
Unemployment Compensation Act of 1970) for his
benefit year.
“(8) Emergency compensation shall not be denied under
paragraph (1) to any individual for any weck by recason of
a failure to accept an offer of, or apply for, s;x.itable work—

“(A) if the average weekly remuncration payable



d
(=]

1

© 00 I O v o W D

13

10 .
to such individual for the position does not excced the
sum of— | .

“(i) 120 percent of the individual’s average
weekly benefit amount (as determined for purposes
of section 202 (b) (1) (C) of the Federal-State Ex-
tended Unempl;yment Compensation Act of 1970)
for his benefit year, plus

“(ii) the amount (if any) of supplcmental un-
employment compensation benefits (as defined in
section 501 (¢) (17) (D) of the Internal Revenue
Code of 1954) payible to such individual for such

. week; :
- “(B) if the position was not offered to sucil individ- -
ual in writing and was not listed with the State employ-

ment service; .

“(0) if such failure would not result in a denial
of compensation under the provisions of the applicable
State law to the extent that such provisions are not in-
consistent with the provisions of paragraph (4); or

“(D) if the posmon pays wages less than the higher
of— 2 ' A

“(i) the minimum wage provided by section

6(a) (1) of the Fair Labor Standards Act of 1938,

without regard to any exemption; or

88447 Q=113
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“(ii) any applicable State or local minimum
wage.
“(4) For purposes of this subsection—
“(A) _The term ‘suitable work’ means, with respect
to any individual—
“(i) any work for which the individual is
reasonably fitted by training and ex;)erience ; and
“(ii) any work for which an individual lacks
the required skills and training if, in connection withw
the job, the individual is provided with the neces-
sary training to perform the work.
If the State agency determines that an individual’é pros-
pects_for obtaining work in his customary occupation
are poor, the determination of whether any work is suit«
able work for the individual shall be made without
regard to whether the work involves lower pay or lesser
skills than the individual’s customary occupation.
“(B) An individual shall be treated as actively en-
gaged in seeking work during any week if—
“(i) the individual has engaged in a syste-
matic and sustained effort to obtain work during —
such week, and

" “(ii) the individual provides tangible evidence
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to the State agency that he has engaged in such an

effort during such week.”
(b) ErrrcTive DATE.—~The amendment made by sub-
soction (a) shall apply to weeks of unemployment beginning

after the date of the enactment of this Act.

SEC. 105. RECOVERY OF OVERPAYMENTS.

(a) GeENERAL RULE.—Scction 105 of the Emcrgency
Unemployment Compensation Act of 1974 is amended by
adding at the end thercof the following new subscetion:

“(c) (1) If an individual knowingly has made, or
caused to be made by another, a false statement or repre-

sentation of a material fact, or knowingly has failed, or

" caused another to fail, to disclose a material fact, and as a

result of such false stateinent or representation or of such
nondisclosure such individual has reccived an amount of
emergency compensation under this Act to which he was
not entitled, such individual— R
“(A) shall be ineligible for further emergency com-
pensation under this Act in accordance with the provi-
sions of the applicahle State unemployment compensation
law relating to fraud in connection with a claim for un-
employment compensation; and
“(B) shall be subject to prosecution under section
1001 of title 18, United States Code.

“(2) (A) In the case of individuals who have received
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amounts of emergency compensation under this Act to which
they were not entitled, the State is authorized to require such
individuals to repay the amounts of such emergency compen-
sation to the State agency, except that the State agency
may waive such repayment if it determines that—
“(i) the payment of such emergenocy compensation
was without fault on the part of any such individual, and
“(ii) such repayment would be contrary to equity
and good conscience.

“(B) The State agency may recover the amount to be
repaid, or any part thereof, by deductions from any emer-
gency compensation payable to such individual under this
Act or from any unemployment compensation payable to
such individual under any Federal unemployment compen-
sation law administered by the State agency or under any
other Federal law administered by the State agency which
provides for the payment of any assistance or allowance with
respect to any week of unemployment, during the three-year
period after the date such individuals received the payment
of the emergency compensation to which they were not en-
titled, except that no single deduction may exceed 50 per
centum of the weekly benefit amount from which such deduc-
tion is made.

“(C) No repayment shall be required, and no deduction

shall be made; until a determination has been made, notice
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thereof and an opportunity for a fair hearing has been given
to the individual, and the determination has become final.

“(3) Any determination by a State agency under para-
graph (1) or (2) shall be subject to review in the same
manner and to the same extent as determinations under the
State unemployment compensation law, and only in that
manner and to‘ that extent.”

(b) EFrecTIVE DATE.—The amendment made by sub-
section (a) shall take effect on the date of the enactment
of this Act. : -

SEC. 106, MODIF]CATIOK ?F ﬁGREEMEN'Al‘S.

The Secretary of Labor shall, at the earliest practicable
date after the date of the enactment of this Act, propose to
each State with which he has in effect an agreement under
section 102 of the Emergency Unemployment Compensation
Act of 1974 a modification of such agreement designed to
provide for the payment of emergency compensation under
such Act in accordance with the amendments made by this
title. Notwithstanding any other provision of law, if any
State fails or refuses, within the 3-week period beginning
on the date the Secretary of Labor proposes stich a modifica-
tion to such State, to enter into such a modification of such
sgreement, the Secret;u'y of Labor shall terminate such
agreement effective with the end of the lasi week which ends

on or before the last day of such 3-week period.
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TITLE II-REPAYMENT OF STATE
LOANS

SEC. 201. REPAYMENT OF STATE LOANS,

‘{a) GeNErRAL RuLE.—The last sentence of section
3302 (c) (2) of the Internal Revenue Code of 1954 _(relat-
ing to reduction in credits against unemployment tax) is
amended by striking out ‘“January 1, 1978" each place it
appears and inserting in lieu thereof “January 1, 1980”.

(b) StATE REQUIREMENTS.—The amendment made
by subsection (a) shall not apply in the case of any State
unless the Secretary of Labor finds that such State meets
the requirements of section 110 (b) of the Emergency Com-

pensation and Special Unemployment Assistance Extension

Act of 1975.

TITLE III—-TECHNICAL AMEND-
MENTS TO UNEMPLOYMENT
COMPENSATION AMENDMENTS

OF 1976

SEC. 301. DELAY IN EFFECTIVE DATES WHERE STATE
LEGISLATURE DOES NOT MEET IN 1977.

(a) COVERAGE OF CERTAIN SERVICE PERFORMED FOR

NONPROFIT ORGANIZATIONS AND FOR BTATE AND LOCAL

GOVERNMENTS.—SBubsection (d) of section 115 of the Un-

employment Compensation Amendments of 1976 is amended

to read as follows:
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“(d) ,EFFROTIVE DATE.— ‘
“(1) Except as provided in p;mgmph (2), the
amendments made by this section shall apply with

-respeot to - certifications -of States for 1978 and subse-

quent years; except that—
“(A) the amendments made by subsections
(a) and (b) shall only apply with respect to serv-
ices performed after December 31, 1977; and
“(B) the amendments made by subsection (o)
shall only apply with respect to weeks of unemploy-
ment which begin after December 81, 1977. ‘
“(2) In the case of any State the legislatuﬁ of
which does not meet in a regular session which closes
during the oalendaf year 1977, the amendments made
by subsection (c) shall only apply with respect to weeks
of unemployment which begin after December 81, 1978
(or if earlier, the date provided by State law).” |
(b) PRrEGNANOY DISQUALIFICATIONS.—Subsection

19_ (o) of section 812 of the Unemployment Compensation

20 Amendrients of 1976 is amended to read as follows:

21

29 —.

23
24

25

‘“(0) EPFROTIVE DATB.— .

“(1) Except as provided in paragraph (2), the
amendments made by this section shall apply with
respect to certifications of States for 1978 and subse-

quent years.
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“(2) In the case of any State the legislature of
which does not meet in a regular session which closes
during the calendar year 1977, the amendments made

by this section shall apply with respect to the certifica-

1
2
3
4
5 tion of such State for 1979 and subsequent years.”
6 (¢) ELecTION OF L0oCAL GOVERNMENTS To USE RE-
7 IMBURSEMENT METHOD.—Subsection (¢) of section 506
g of the Unemployment Compensation Amendments of 1976
9 is amended to read as follows:

10 “(¢) EFFROTIVE DATR—

1 “(1) Except as providéd in paragraph (2), the
12 amendments made by this section shall apply with re-
13 spect to certifications of States for 1978 and subsequent
14 years, but only with respect to services performed after
15 December 31, 1977,

16 “(2) In the case of any State the legislature of

17 which does not meet in a regular session which closes

18 during the calendar year 1977, the amendments made by

19 this section shall apply with respect to the certification
20 of such State for 1979 and subsequent years, but only
21 with respect to services performed after December 31,
22 1978.” -

23 (d) ErrecTIVE DATE.~—~The amendments made by this

24 section shall take effect on October 20, 1976.
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SEC. 302 CLARIFYING AMENDMENTS. ,

(8) ILLEGAL ALIENS.—Subparagraph (A) of section
3304 (a) (14) of the Internal Revenue Code of 1954 (relat-
ing to denial of unemployment compensation to illegal aliens)
is amended by striking out “‘or otherwise” and inserting “, is
lawfully present ft;r purposes of performing such services,

or”.

(b) REIMBURSEMENT METHOD oxv. FINANoOING FO;!
Locar GovErRNMENTS.—Paragraph (2) of section 8309 (a)
of such Code (relating to State law requirements) is
amended by siriking out “or group of organizations” and in-
serting in lieu thereof “or group of governmental entities or
other organizations”.

{c) stqmpmmuxon oF TeacHers.—Clause (i) of
section 3304.(a) (6) (A) of such Code is amended—

(1) by striking out “instructional research” and
inserting in lieu thereof “instructional, research’; and

(2) by striking out “two successive academic years”
and inserting in lieu thereof “two Successive academic
years or terms’'.

(d) ErrEcTIVE DATE.~—The amendments made by thit

section shall take effect on October 20, 1976.
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SEC. 303. DELAY IN REPORTING DATES FOR NATIONAL
COMMISSION ON UNEMPLO?'MENT COMPEN.
SATION.

(a) INTERIM RErorT.—Subscetion (f) of section 411
of the Unemployment Compensation Amendments of 1976
(relating to interim report of National Commission on Un-
employment Compensation) ix amended by striking ont
“March 31, 1978” and inserting in licu thereof “Septem-
her 30, 1978”7,

(b) Finan Revorr.—Subscction (g) of sach “section
411 (relating to final repmt) is amended hy striking out
“January 1, 1979” and inscrting in lien thereof “July 1,
1979”. ’ )

Passed the House of Representatives March 21, 1977,

Attest: EDMUND L. HENSHAW, JR.,
- Clerk.



23

The Crarryax. Qur first witness this morning in Hon. Ernest Green,
Assistant Secretary of Labor for Employment and Training,

Mr., Green, Thank you, Mr. Chairman,

Before I speak, I would like to introduce the rest of my associates.
To my right is Larry Weatherford, Administrator of the Unemploy-
ment Insurance Service; Murray Rubin, Chief of the Division of Pro-

ram Policy and Legislation; and James Manning, Chief of Actuarial
rvices.

The CuamrMaN. Thank you.

STATEMENT OF ERNEST GREEN, ASSISTANT SECRETARY OF LABOR
FOR EMPLOYMENT AND TRAINING, ACCOMPANIED BY LAURENCE
WEATHERFORD, ADMINISTRATOR, UNEMPLOYMENT INSUR-
ANCE SERVICE; MURRAY RUBIN, CHIEF, DIVISION OF PROGRAM
POLICY AND LEGISLATION; AND JAMES MANNING, CHIEF, DIVI-
SIOR OF ACTUARIAL SERVICES

Mr. Green. I appreciate the opportunity to appear before you today
to discuss legislation that is important to economic recovery—exten-
sion of the temporary Federal sugglemental benefits program. This
program, enacted in December 1974 as an emergency measure, is
scheduled to expire on March 31, 1977,

As it now stands, the program provides a maximum of 13 weeks of
emergency benefits for an overall maximum total of 52 weeks of
regular, extended and emergency benefits in a State with an insured
unemployment rate of between 5 and 6 percent, and a maximum of 26
weeks of emergency benefits—65 overall—in States with rates of 5
percent or more.

Mr. Chairman, the committee’s announcement identified H.R. 4800
as the subject of this hearing. I shall discuss that bill, but I wish at
the outset to reaffirm the administration’s support for the oriﬁnal
FSB extension proposals transmitted to Cor(n)gress by Secretary Mar-
2}11%1 o?%February 22 and introduced by Congressman Corman as

.R. 3723. .

Both H.R. 4800 and the administration’s (i)roposal would extend the
life of the FSB program beyond its scheduled termination date of
the end of this month. Both would also establish 13 weeks as the max-
imum amount of emergency benefits payable during the extension. It
is important that this committee know our reasons for the extension
and the 13-week limit.

Mr. Chairman, we are confident that the economic stimulus package
proposed by President Carter will improve the economy. Two key
elements of the President’s economic package are the creation of jobs
in the private sector and the expansion of the Public Service Em-
ployment program.

These programs will help many of those who are, or who would be,
eligible for FSB. Individuals who have received 15 or more weeks
of unemployment benefits are one of the target groups for PSE.

These 1ndividuals are being identified by the Department’s Employ-
ment and Training Administration and by the State agencies so that
they can be referred to PSE jobs under the Comprehensive Employ-
ment and Training Act. These steps, along with an expanded effort
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to provide intensified job search assistance for claimants, will help
shorten the period of unemployment for many of the long-term
unemployed. :

In dealing with the Nation’s unemployment problems, we strongly
prefer the creation of new jobs to the provision of unemployment com-
pensation. However, until our efforts produce the positive impact on
the economy that we expect, we will continue to be faced with high
levels of unemployment 1n many States. FSB is needed for those wﬁo
cannot find jobs during this interim period.

As of the end of February, 32 States had insured unemployment
rates of over 5 percent, and there were mors than 500,000 beneficiar-
ies receiving FSB. Seasonal factors may increase the number of States
somewhat by the end of this month.

If the FSB program terminates as scheduled on March 31, 1977,
far more than the over half-million current FSB recipients will be
affected. We estimate that during calendar year 1977, an additional
1,500,000 claimants will exhaust regular extended benefits.

If FSB is allowed to expire, these workers also will be cut off from
protection. Thus, about 2 million individuals will be left with no
compensation.

The individuals receiving FSB are generally persons with long work
histories before being hit by the economic downturn. The Department
transmitted to the Congress in January a study of the characteristics
of FSB claimants, This study showed: FSB beneficiaries average 17
years of employment since their first regular job; during the 3 years
prior to claiming UI, they averaged 26 months of employment; with-
out FSB payments, one out of three beneficiaries would have had
housshold incomes below the poverty level; and a quarter-million
households with FSB recipients were prevented by FSB from falling
below the poverty level.

Mr. Chairman, not only has the FSB program had a critically
important impact for individual workers and their families, but it has
also played a substantial part in maintaining consumer purchasing
power to aid the entire economy. During the calendar year 1975, 2.76
million claimants received $2.57 billion in benefits. In 19%,6, 2.33 million
claimants were paid $2.95 billion in the 41 States that were triggered
“on” at some time during the course of the year.

It is clear, therefore, that in _certain States which continue to have
poor economic conditions, we are going to need FSB continued beyond
this month.

In the bill we submitted February 22, we therefore {;;'oposed an
extension of FSB for those hard-hit States until December 31, 1977,
with a phaseout of continued claims until March 31, 1978.

In other words, individuals will be permitted to make initial FSB
claims through December 31, 1977, and those that have made such
claims will be permitted to draw benefits through March 31, 1978.

H.R. 4800 would extend the program until March 31, 1978, with no
phaseout period. We think a phaseout period is important to avoid
abrupt termination of payments to those determined eligible and is
critical to our being able te make a rational judgment on the future
of the FSB program without the pressure of sudden terminations.
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We also believe that the maximum number of weeks of FSB payable
during the extension should be limited to 13 weeks in States with in-
sured unemployment rates of 5 percent or higher. The result will be an
overall limit in those States of 52 weeks for regular benefits, extended
benefits, and FSB. This is the same as in H.R. 4800.

Mr. Chairman, the administration believes that FSB payments
should continue to be based exclusively upon State triggers. Such an
approach, which was initiated by this committee when FSB was ex-
tended for its current period, has worked well and is administratively
sound and generally equitable. ,

We have serious concerns about the provisions of H.R. 4800 that
would base benefits not only on State triggers, but also on local area
triggers. We are today discussing a temporary extension of a tempo-
rary program. This is a time when we should be discussing a phasing
down of the program, not making major changes in it that will make 1t
harder to administer.

A Program of area triggers will pose some enormous administrative
grob ems for the Employment and Training Administration and the

tate employment security agencies. I am also concerned, however,
with the perception of the program by the public. Under H.R. 4800
situations would occur where unemployed workers living in the same
-neighborhood will be treated differently solely because one individual’s
last base E:.)riod job occurred in an area of high unemployment, while
his neighbor’s last job was in an adjacent area where the unemploy-
ment rate had not yet hit 5 percent. :

Such situations can exist now, especially when individuals cross
State lines to work; however, these situations will appear much more
frequently if we turn to area triggers. For these reasons, we urge
against adding area triggers at this date to the F'SB program. We see
no sound reason to so complicate this temporary program during the
last months of its existence. :

Mr. Chairman, we also see no reason to alter the financing at this
time. Under the current FSB program, general revenues are
to provide repayable advances to the Extended Unemployment Com-
pensation Account in the Federal Unemployment Trust Fund.

Repayment will come from future receipts from employer taxes
under tls;e Federal Unemployment Tax Act. H.R. 4800, however, would
provide for general revenue financing of the FSB extension instead of
charging the costs to future emgloyer taxes. H.R. 4800 would also
provide an additional 2-year deferral in the time by which States
with outstanding loans will become subject to increased employer taxes
for repaiment of the loans prescribed in Federal law. ‘

Mr. Chairman, we recommend against both these financing chan
at this time, We are concerned about the appropriate source of FSB
funding. We are equally concerned about the serious problem that the
grolongeu’ recession has caused for the solvency of the entire Federal-

tate unemployment compensation system.

The administration is now studying these problems. Our studies are
keyed to preserving the insurance principle of the unemployment com-
pensation program and the State experience rating systems. But we
are not yet ready to recommend changes.
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Moreover, we believe that a temporary extension of a tempomry
tRlzogra,m is not the best vehicle for dealing with the UI system’s

ancing problems.

Mr. Cﬁairm&n, we estimate the cost of the extension we propose will
be about $500 million in fiscal year 1977 and about $400 million in
fiscal year 1978. The provisions of H.R. 4800 would instead cost $570
million in fiscal year 1977 and $580 million in fiscal year 1978,

The FSB program is a temporary emergency measure. It was not
designed to provide permanent solutions to the problem of long-term
unemployment. We would prefer to place the difference in dollars
between our proposal and H.R. 4800 in job creation. In our view, this
would contrigute more to genuine economic recovery. We hope you
will join with us in moving in this direction,

The CrarMAN. Thank you very much, sir, for your very thoughtful
presentation.

Senator Talmadge, yould you like to ask a question?

Senator TALMADGE. Yes.

Mr. Secretary, I call your attention to your testimony on page 5,
paragraph 2, “The Administration believes that FSB payments should
continue to be based éxclusively on the State triggers. Such as ap-
¥mach, which was initiated by this committee when FSB was extended

or its current period, has worked well and is administratively sound
and generally equitable. We have serious concerns about the provisions
in H.R. 4800 that would base benefits not only on State triggers, but
also on local area triggers.”

That is one of the objections that I have heard from the unemploy-
ment service in Georgia. They tell me it would be virtually impossible,
if not completely impossible, to enforce the law if it was applicable
ix} o}xlxe gection of the State, and inapplicable in some other section
of the State. :

Do you agree with that?

Mr. Green. We do. In addition, Senator, we think the stimulus
package as we have outlined it, which is run through our CETA prime
sponsor system, is targeted upon those areas most in need in providing
the jobs that we have laid odt in the stimulus program.

Senator TAardapGE. One of the examples that has been pointed out to
me in the State of Georgia concerns Atlanta, our largest metropolitan
area, and Gainesville, Ga., some 50 miles from Atlanta where there is
a very mobile society. People there work and sometimes drive 110 miles
round trip a day to their jobs in Atlanta.

In an illustration that was pointed out to me, you could have a fel-
low who would be unemployed, worked in Atlanta, Ga., and living in
Gainesville, Ga., and another individual who also lived in Gainesv?lle,
Ga., who had worked in Gainesville, Ga.—both of them living side by

“side, both of them unemployed, who could be tréated diﬂ'eren%y under
the House bill. '

Do you concur with that ? - '

Mr. Greew. That is true.

Senator TaLmapGe. That would be unequal protection under the
law. Would you agree with that? '

Mr. Green. We feel so.

Senator TaLmapce. It would also be extremely difficult to adminis-

ter, would it not?



27

Mur. Green. That is true, sir.

Senator TavLymapge, Thank you, Mr. Secretary.

The CrammaN, Senator Hansen{ :

Senator Hansen. The House bill includes a rather long and com-

licated work test. As I understand it, anyone could refuse a job that
Soes not pay as much as his usual occupation and does not use his
skills until the employment agency makes a positive finding that his
prospects for getting that usual job are poor.

Do you think that anyone who has been unemployed for 9 months
can properly be assumed to have poor prospects for reemployment in
his usual occupation?

Mr. Green. According to the way we have approached it, yes. We
have attempted to help claimants to adjust their work sights in ac-
cepting alternative work; we have pursued this matter vigorously.
lI;east:ﬁﬁsscal year, we had some 100,000 claimants that we withdrew from

nefits. -

Senator HanseN. Unemployment compensation generally is con-
sidered as a program that provides a source of income to people who
are regularly employed during brief periods of temporary unemploy-
ment. How do we reconcile this definition with another extension of

the emergency benefits program ¢
I might add, a full year of unemployment hardly seems a brief

period of temporary unemployment.

Mr. Green. As I outlined in my statement, Senator, that we are
beginning our stimulus activity, but we have not had enough time
to get that going. We feel that proposing FSB for another year is a
temporary approach. We are also proposing to terminate the program
as of next March..

We feel that is necessary, it is equitable.

Senator HANsEN, A year from now?

Mr. GreeNn. Yes,

We feel at that time there will not be the need for FSB as the
economic stimulus package takes hold.

Senator HanseN. Figures received yesterday from the National
Labor Policy Associates indicates while unemployment is 7.5 percent,
unemployment among those who have been out of work 15 weeks is
2.3 percent. Is the FSB program really necessary for this really very
small group?

Mr. GreeN. We feel the FSB program is necessary. Given that many
States will have continuing high unemployment, we feel that the FSB
program is necessary to maintain parity and equity in those States, to
cover those workers who are continuing to experience undue unem-
ployment.

Senator HanseN. I have no further questions, Mr, Chairman.

The CHamrMAN. Senator Danforth?

Senator DanrorTH. There has been a little bit of debate about what
constitutes unemployment, who is going to be included in the definition
of unemployment, particularly with women in increasing numbers
coming into the work force.

Are you satisfied with the existing definition of unemployment ?

Mr. Green. Obviously the new administration will be looking at
the question of unemployment. As presently defined, we are satisfied

with it, yes.
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Senator DanrorTH. You feel that the percentages that are in the
law now are adequate?

Mr. Green. We feel the percentages are, yes.

Senator DanrFortH. Thank you, Mr. Chairman,

The CuamrMAN, I have three questions I would like to ask. I will
submit you the questions in writing so you can look at them and better
understand what I am asking. ’

First, on the matter of income-testing, the study of thc emergency
benefits population in 1975 which Congress required to be made shows
that most households have substantial income from other sources.
Since the House bill f)roposes to fund the remaining months of this
]progmm from general revenues, would it not be appropriate to estab-

ish & simple income test to limit benefits to those households whose
income is below some low-income standard {

Mr. Green, Mr, Chairman, we believe that to inject this at this time
into a temporary program would make the program diflicult to ad-
rinister and put into effect. Second, as you know, the administration
is considering welfare reform as a very important part of its program
activity, and we expect that out of our deliberations on welfare re-
form—and we are in consultation with both houses of Congress—that
we would be able to better address this at a later period of time.

Presently under the temporary extension, we feel that it would be
very difficult to administer a simple income test.

he CHARMAN. It seems to me you people should be thinking about
these problems., We think about them up here. You have a lot more
time to think about these problems than we do, because you live with
them day to day.

Here are the income figures: A typical family in which the wife
was a beneficiary had an average income for the year of $12,500 in-
glsuding her benefits. The husbind’s earnings in such cases averaged

,600. :

One out of every five emergency benefit recipients had income in
excess of $15,000.

Now, some peogle look upon this unemployment jnsurance program
as a vacation with pay program. You work for awhile with pay, then
you live on the Government program for 6 months or a year. Ob-
_ viously you do not want your program to be a ripoff; I do not, either.

When somebody, let us say, is drawing as much as a year of benefits
and they have $15,000 of income in addition to those benefits, why
should we not regard those kind of people as being a poor insurance
risk and simply say, I am sorry, you have had as much benefit from
this program as the country can afford# This program is for people
who do not have other sources of income and people who do not have
the choice of using this as a vacation with pay program.

Mr. WeaTHERFORD. I think we are giving some consideration to this.
We find ourselves in this position now : That the basic unemployment
insurance program, we do not believe, needs to be income tested or
needs tested. What we have here is a long-term program. Sixty-five
weeks of unemployment compensation is something we are not ac-
customed to.

We do, as a part of the regular program, give consideration to these
factors in our administration, but the program is based on the in-
surance system. The replacement of lost wages is the thing that is
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terribly important in the regular program, When you leave the regular
program and go to this extended one, it is grounds to think about it
differently. ]

The CHamrmaN. If you are trying to insure someone against the
theft of his property and every time you turn around he had another
claim on you, atter awhile you would say look, we just cannot insure
you any more. You are just too big of a burden for us to carry,

I do not know why we should not take a similar view in the un-
employment insurance program. I would ask you, if people make a
racket out of this program why can we not take a look at how they do
it and modify the law to keep it from being a racket ?

Mr. Weatuerrorp. I am very sensitive to what you are saying,
Senator Long. We are very concerned about who is eligible.

As the Secretary said, in our regular program, we have identified,
for example, in 1976, 2 million cases where individuals did not look
for work, they were not able to work, or they refused jobs and we
took them off the rolls. We are concerned about this issue, Senator
Long, in our regular program,

When we move from this to our temporary program, we have some
concern about the income test.

The Cuairstan, The great majority of people in the country think
welfare reform should mean that people who have no rightfu]yclaims
to these benefits should not be getting it.

In their view, welfare reform should include this program, as far
as people who are not looking for work at all.

Do you agree with that?

Mr. Greex. Yes, sir.

The Cuaratan. If you do not have any su{ggestions to correct this
problem, I think you ought to go to work and generate some. Give us
some help in trying to improve this program.

I have to defend this program to my constituents. I have to run
for oftice. The same is true of othe other members of this committee.
If we vote for a program, we should be in a position te defend it. If
there is something wrong, we should be in a position to explain why.

My next question concerns characteristics of unemployment benefit
recipients.

The study of the emergency benefits program mandated by the 1975
law extending the program shows that most households receiving
these benefits also have substantial other sources of income. Appar-
ently, however, the Department has no comparable survey data con-
cerning the household income of persons receiving regular or extended
unemployment benefits.

What plans does the Department have for conducting research
which would shed some light on the economic characteristics of regular
benefits for houscholds? - .

Mr. Wearnerrorp. We have underway now a program that would
address this issue, in the regular and extended program. It is called
continuous wage and benefit histories studies which is a collection of
information for research purposes as a part of the ongoing program.

In addition to that, we are planning to collect this_ Eind o? data on
a survey basis. We already have eight States which have undertaken it.

88-44T0-77 -3
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Senator Talmadge, Georgia is one of them, and we have alread
started the process working. We are planning to expand that so we will
have data; maybe not on all States, but data that will be subject to
national implications.

The Cratraan. Let us look at the next question.

Under the House bill, emergency unemployment benefits would be

aid in labor market areas with 5 percent or more unemployment, and
In parts of States outside labor market areas, if those parts have a
combined insured unemployment rate of 5 percent or more,

Are these labor market areas already designated or will that have to

be done after enactment ?

Cari you explain how these areas and rest-of-State insured unem-
ployment rates will be determined ¢ ’

Mr. Wearnerrorn. Taking the first question first, there are two
sets of labor market areas which are available. One is the one that is
published in an official list by the Office of Management and Budget.
Those are already identified. ;

There is a second list published by the Labor Department in a
publication called Area Trends, which has about 19 additional areas
where there is some difference.

We have to have a clear understanding of what the Congress enacts,
of which list that Congress would like to have used. The one thin
that wo would like to ask for is a clear understanding, so that we wil
not get into court, and so forth about whether an area is in or out, or
a county is in or out of an area.

We need a clarification.

The second part is we had some discussion over in the House of how
do you determine these areas originally ? The House originally put in
total unemployment rates as opposed to the insured unemployment
rates, and we determined that éiate agencies have in their files the
data necessary to calculate such area rates. We do not have such in-
formation at national levels, but we have set in motion procedure that
will collect that information in the event it is needed.

The Cuairyan. Thank you, sir.

Senator Curtis?

Senator Curtis. Who pays the unemployment compensation tax?

Mr. WeaTHerrorp. The employers who are covered under the Fed-
eral Unemployment Tax Act. ‘

Senator CurTis. Is that true in all States?

Mr. Green. That would be true in all States.

o Mr. Weatnerrorp. Three States have an employee tax, Senator
urtis.

Senator CurTis. What three?

Mr. WeATHERFORD. Alabama, Alaska, and New Jersey.

S’:‘anator Curris. Where do the employers get the money to pay this
tax

Mr. Green. It is the cost of doing business.

Senator Curtis. They get it from their customers, do they not#

Mr. Wearnerrorp. Certainly.

Senator Curris. How many of the adult population never draw un-
employment compensation from these funds? -

Mr. WeaTHERFORD. I do not have that.
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Senator Curtis. How many do draw?{

Mr. WeaTnerrForb. T guess I do not know that either.

Senator Curris. Among those who draw, do you know how many
are repeaters? )

My, WEearnerrorp, We have some studies on that, Senator Curtis,
that gives some indication in selected States that we could furnish you.*

Senator Currtis. These questions are leading up to a matter on my
mind. That is, what do you think should berﬁle test and the require-
ment as to what is suitab{’e employment

If a person wants to draw unemployment compensation which is
paid for by all the rest of the people—because the businessmen do not
pay the taxes; they get it from their customers and transmit it—what
should the requirement be as to what kind of a job refusal it would
take to disqualify someone from benefits?

Mr. WeaTHERFORD. As you know, every State has in its law a require-
ment that claimants accept suitable work, and that gets us to the ques-
tion, I guess, as to what is suitable work.

Senator CurTis. Right now, the Federal Government is supplement-
ing the State funds. .

Mr. Weatnerrorn. They are lending the States money.

Senator Curtis. The extended period is a Federal expense.

Mr., Wearnerrorp. The employers pay the Federal unemployment
tax into a Federal account from which these funds——

Senator Curris. I am talking about supplemental benefits.

Mr. Wearnerrorp, Federal employers taxes, not general taxes.

Senator Curris. A Federal tax?

Mr. WeaTHERFORD. Right.
Senator Curtis. It seems to me that it is a concern of the Federal

Government to have something to say about what sort of a job a person
is supposed to take if he has a chance to do so. If he is going to be
considered for these benefits, do you have any recommendation ¢

Mr. WeATHERFORD. Yes, sir,

Subsequent. to our last session with the Finance Committee where

you indicated at that time that there should be greater attention given
to this, we issued instructions to the State agencies.
. We did issue instructions, saying that when you reach the FSB in
this program that States should give greater attention and claimants
should lower their sights in terms of what they would accept and what
the State agencies would determine would be suitable work.

The language that you had in your report has been given to the
States for their guidance.

Senator Curtis. That is why the House would not accept it.

This was before us before. Iyraised a question about paying unem-
ployment. compensation to company employces, including their top-
paid executives, who face a mandatory retirement, say at 65. Their
payments are terminated. Somebody gives them a bonus. They get a
company pension,

But they aro told, you can go down to the unemployment office and
you are entitled to your unemployment pay for your requested num-
ber of weeks. That was raised last year. Is that still going on?

Mr. Wrarnerrorn. There are 85 States in which that cannot be
done, or is not done. In the remaining States, there are some provi-
sions under State law whereby you can receive a pension and unem-
ployment benefits. Also, I call your attention to the Eill you just passed

*The Department of Labor subsequently supplied material appearing in the appendix
of this volume.
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this past year; 94566 has in it a provision that would mandate each
State to change its law to address that particular issue.

That is not effective, Senator-Curtis, until October 1, 1979, as I re-
call, which was agreed to in conference.

Senator Curtis. Where does military service fit in in this program
of unemployment compensation ?

Mr. Wearnerrorp. Military service, the wages earned while an in-
dividual is in the military is treated the same as wages earned in the
nonmilitary for benefits. We pay ex-servicemen on the same basis as
we do other people.

Senator Curris. I am told the same thing is going on there that has
gone on with company pensions. A colonel or general can retire and
have a retirement of $1.500 a month. Then he reports over to the un-
employment compensation and gets unemployment pay for his re-
quired number of weeks.

Is that going on?
Mr. Weatuerroro, In 35 States, that does not happen. In the re-

maining States, it is possible. I do not mean in all cases, but the law
does not flat out preclude the payment of both. :

Again, we have addressed that in the permanent law, That provision
will be taking effect shortly. -

Senator Curris. I understand in this bill before us there is & provi-
sion that a job that is offered has to pay 120 percent of the total ag-
gregate of the amount of the benefits. Are you supporting that?

Mr. Wearuaerrorp. We did not propose it, Senator Curtis. We
worked with the committee in the House and the committee to get it
to where we could administer it. But it does provide that work would
be considered suitable if it paid 120 percent of the benefit amount.

Senator Curtis. It seems as if there is some improvement.

Are you familiar with what was in the 1975 bill on the Senate side
in regard to work requirements? What was a suitable job# Can some-
one tell us what that was? .

Mr, Wearnerrorn. The last bill passed, Senator Curtis, the perma-
nent amendments?

Senator Curris. Yes, I think it was 1975,

Mr. WeaTHERFORD. Yes, I think I recall that.

Senator Curris. What did that provide, just briefly ¢

Mr, Weatnerroro. It provided that any bona fide offer would
constitute suitable work without regard to the amount of pay, without
regard to whether or not it was more or less than the weekly benefit
amount, just a flat offer of a job, any bona fide offer. I would not try
to define what “bona fide” was. You might give us guidance as to
what you mean by that.

The thing that also concerns us, Senator Curtis, it did not address
the Federal standards. You know you have in the permanent Social
Security Act certain Federal requirements on suitable work, health,
labor-management relations, things like that. T believe it did not ad-
dress those issues.

Senator Curtis. How was it handled? How did it aproach it?

Mr. Wearuerrorn, Well, sir, we never got to managing it, because
it did not pass.

Senator CurTtis. That is all, Mr, Chairman.

Senator TaryADGE [presiding]. Mr. Dole?
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Senator Dore. Mr. Chairman, I assume most of the questions I had
may have been asked. but they bear repeating. They are all concern-
ing the effectiveness of the program.

I will just ask two brief questions. There is a great deal of concern
about how effective the program is and possible abuses of the pro-
gram. There has been a great deal of information emanating from
the State of Massachusetts on the program.

At one time, as you are probably aware, there was a headline in the
Sunday Herald Advertiser that talked about an abuse in Florida. Has
that been corrected ¢

Mr. GreEN. In Florida, yes. It has been corrected.

Senator DoLe. How was that done?

Mr, GreeNn. I assume that that was dealing with a group of agri-
cultural workers— -

Senator Dore. I remember seeing on “60 Minutes” that all kinds
of people including professionals who spend their winters in Florida
on unemployment benefits. This was perfectly legitimate, depending
on the States.

You may have a transcript of the “60 Minutes” program.

Mr. Green, I did not see the “60 Minutes” program. I was not
onboard.

This administration feels that: one, it is concerned with maintain-
ing the integrity of this program, which is a temporary program. As
I outlined in my testimony, we are more concerned about jobs, than
unemployment insurance and we feel that this stimulus package that
we put foward on jobs, particularly on public service employment, is
" going to go a long way to meeting those UI exhaustees who have
exhausted a viable search for work, because they have become a target
group, one of the main target groups that we regard as important to
include as PSE enrollees.

Senator DoLr. I understand your statement, but have there not been
efforts made to eliminate some of the abuses?

Mr. Green. Yes, We are continually working on that.

Mr. WeaTHERForD, Our quality control program slipped some when
we had the high claim load in 1975. We understood that. Before your
committee last time, we talked to that point.

We started in September 1975, trying to rebuild quality control into
our effort. Some of the things that we did were getting people onboard
to get the checks out and have some interviewers talk to people about
whether they were looking for jobs.

That is the way we went about it. ‘

In 1976, we took 2 million people off the rolls, 2 million cases where
people refused jobs, or couldp not work, or did not look for a job, in
which benefits were denied to them, There were another 2 million in-
dividuals who quit their jobs or who were discharged. i

I say that to let you know we are working on it and we are con-
cerned about it. We acknowledge that, for example, in the second week
of January 1975, a million people came into our office and said they
had lost their jobs. It overwhelmed us and some of our quality did

slip.

eVe think we are coming back. We are finding those cases where
people abuse the program. In fiscal year 1976, our benefit payment con-
trol program found $100 million in overpayments. We recovered over
half of that; in fact, we are working on it.

—
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Senator Dore. I cannot remember the precise date, but there were a
series of articles in the Washington Star about professional basket-
ball, football, or basketball players who could not find a sports job
after their sport season ended, but they could qualify for unemploy-
ment compensation.

hlI kn(f;g I asked Bowie Kuhn about it one day; he answered some-
thing else.

Itgdoes disturb anyone who may read a story of that kind. Maybe it
is one of those horrible examples that is not a pattern, but it is
disturbing.

Mr. Wearnerrorp. We addressed that issue when we were making
permanent changes to the law. Now that issue is left to the State
agencies and not governed by Federal standards now.

We did put in a standard to require States to deny benefits to pro-

fessional athletes between seasons,

Senator Dore. If there is any other group that comes up, you would
not object to our taking care of that either{

Mr. WeaTHERFORD. As a matter of policy, we generally favor the
State legislature dealing with eligibility. In those things, they are in
& better position to deal with what goes on in Kansas as opposed to
what goes on in Georgia. There are some wide variations in industry
in the States and work that goes on, in the industrial makeup, and we
generally favor the State legislators dealing with these sorts of issues.

That 18 the way it has been over these many years, and we do not
prescribe Federal standards.

Senator DoLe. In some of these areas where they engage in inter-
state commerce, maybe it is better to have the Federal Government—

Mr. WeaTHERFORD. We have proposed Federal standards on benefits.
That is a subject that the National Study Commission is going to
address.

We have a study commission that will have a report by 1979, This
18 one of the areas that will be addressed by that group.

Senator DovrE. Thank you, Mr, Chairman.

Senator Tavramapae. Thank you very much, gentlemen.

The next witness is John D. Crosier, director of the Massachusetts
Division of Employment Security, on behalf of the Interstate Con-
ference of Employment Security Agencies, Inc.

Senator Curtis. I have before me an analysis prepared by the staff.
On page 7, there is a section-by-seotion comparison of the House bill
before us and what the Senate did in 1975.

I ask unanimous consent that page 7 be incorporated in the hearings
immediately following the last witness.

Senator TaLmapae. Without objection, so ordered.

[The material referred to above follows:]

Work requirements for emergenoy beneflis: Comparison of Ways and Means bill
and 1975 Senate provision

Basic requirement

H.R. 4800 1978 Benate dill
—Must actively engage in seeking —Must apply for available employment
work ; within capabilities and must accept
any bona fide offer of employment ;
—Must accept offer of suitable work; -—State must refer applicants to all
—Must apply for any suitable work to available jobs within their capabili-
which referred by employment ties.

agency.
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Period of disqualifioation

~Until applicant has been reemployed —Duration of Emergency benefit en-
for 4 weeks and earned the equiva- titlement.
lent of 4 weeks benefits.
. Form of fob offer

—Must be in writing; —Any bona fide offer.

—Must be offered through State em-
ployment service.

Jobs which may be refused

—Any job involving lower pay or lesser —No comparable exemption.
gkills than usual occupation unless -

State determines that individual
has poor prospects of reemploy-
ment in usual job.

—Any job for which individual does not
have training or experience unless
employer will provide training.

-—Any job which pays less than 120 per-
cent of unemployment benefits plus
any supplementa] payments from
union or employer.

—Any job which could be refused under
regular State employment rules
(except Insofar as they define
“suitable” employment differently).

-—No comparable exemption.

—No comparable exemption.

—Any job if:

the individual would have to join a
company union or refrain from
joining any bona fide labor orga-
nization ;

the job is located at an unreason-
able distance;

the job involves risk to health,
safety, or morals; or

the applicant is in an approved
training program.

—Any job below the Federal minimum
wage law even if that law is not
applicable to the job.

—Any job involving wages or other
conditions substantially less favor-
able than those prevailing for simi-
lar work in the Jocality.

—Any job below the applicable State or
local minimum wage.

Senator TaLmavee. Mr. Crosier, you may read your statement, or
summarize it as you see fit.

STATEMENT OF JOHEN D. CROSIER, DIRECTOR OF THE MASSACHU-
SETTS DIVISION OF EMPLOYMENT SECURITY, ON BEHALF OF
INTERSTATE CONFERENCE OF EMPLOYMENT SECURITY AGEN-
CIES, INC., ACCOMPANIED BY WILLIAM L. HEARTWELL, JR., EX-
ECUTIVE VICE PRESIDENT, AND ROBERT GOODWIN, ASSOCIATE
VICE PRESIDENT

Mr. Crosier. Thank you, Mr. Chairman. I would like to introduce
my associates. On my left is William Heartwell and on my right is
Robert Goodwin, associate director of the Interstate Conference and
f:)rbrr;er member of the Unemployment Division of the Department of

abor.

Mr. Chairman and members of the committee, my name is John
Crosier, and I am president of the Interstate Conference of Employ-
- ment Security Agencies, Inc. I am also director of the Massachusetts
Division of Employment Security.
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We appreciate this opportunity to present to your committee the
views of the Interstate Conference of Employment Security Agencies
on proposals to extend the Federal sulz{)lemental benefits program.

tate employment security agency administrators, as you know, are
responsible for administering the F'SB program as part of the unem-
loyment insurance operation in their respective States. A majority of
IS)tate administrators and the Interstate Conference of Employment
Security Afencies as an organization has generally supported the FSB
program, although last August with the employment situation improv-
ing, & majority of the State administrators concluded that it would not
be;;ecessary to extend FSB beyond the termination date of March 31,
1977. -
Due to increases in unemployment, including sharp increases in-
duced by the weather, our board of directors decided on February 10
that we should take another poll on the question of extending FSB.
This decision was made with the knowledge that the administration
would recommend an extension and with a substantial amount of
concern on the part of the States that the termination date of March 31,
unfortunately, came at a near seasonal peak of unemployment.

I should like to say to your committee that many State administra-
tors seriously question a period of 65 weeks of benefits for an unemploy-
ment insurance program. The State experience with the FSB program
has indicated that a large proportion of those receiving FSB benefits
have a very tenuous attachment to the labor force. Many of our ad-
ministrators believe that these people, if still in need, should be taken
care of by a program other than unemployment insurance.

Unfortunately, we do not have at Eresent an adequate substitute for
unemployment insurance. This face has without question been a major
factor in the decision of a number of administrators to recommend a
further extension of FSB.

In carrying out the decision of the board of directors to conduct a
poll on further extension of FSB, we transmitted a poll to all State
administrators on February 10. We have now received 49 responses—
5 more than when we testified in the House.

A total of 32 administrators favored some kind of FSB extension.
Thirty administrators favored a proposal with the following provi-
sions:

One, extend FSB for 9 months to December 81, 1977, with a 3-
month tailout running until March 31, 1978.

Two, finance from general funds of the Treasury with the further
provision that retroactive FSE costs be paid from general funds of
the Treasury rather than the FUTA.

The unemployment insurance program is not structured to finance
benefits beyond 39 weeks with the result that we have had a serious
loss of creditability in paying benefits for 52 and 65 weeks. This
entire burden, past and future, should be transferred to general funds
of the Treasury. '

Three, a State trigger of 5 percent insured unemployment rate. We
are strongly opposed to the area trigger provided in the House bill.
In our opinion, there is no way such a provision can be administered
equitably. Area triggers may be effective for the allocation of block
grants to a governmental agency but not for a program involving
individual legal rights such as FSB.
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Such a program is discriminatory for those living in areas smaller
than 250,000 as well as for those whose employers are outside the area.
A person’s neighbor can be eligible for benefits while he is not, even
though they have the same work history and other eligibility require-

ments.
Except for source of funding our recommendations are the same

as recommended by the administration.

Two administrators were opposed to the 9-month option and voted
for the provisions in S. 604. Seven administrators, although voting -
gor the 9-month extension said they would prefer the provision o

5. 604.

As you know, S. 604 provides for 12 months’ extension to March 31,
1978, with a liberalized trigger which would count 25 percent of ex-
haustees in the formula for computing unemployment and would pro-
vide a national as well as State trigger at 5 percent insured unemploy-
ment rate. Ii would also provide an additional 13 weeks of benefits
for workers in approved training and would provide funding for
future and past benefits from general funds of the T'reasury.

Seventeen administrators were opposed to extension in any form.
State employment security administrators have not been polled on the
“actively secking work” and “suitable work” provisions added to the
bill in the House.

However, on the basis of past positions taken by the Conference
and on the basis of reactions to these provisions I have received from

_many State administrators, it is clear that a substantial majority of
administrators favor the “actively seeking work” proposal but are op-
posed to the “suitable work” s;rovision.

Longtime beneficiaries should not be permitted to hold out for a
job with the exact pay and conditions of their base period of employ-
ment, but an arbitrary provision of 120 percent of the UI benefit 1s _
too harsh and will produce indefensible inequities in many cases. Both
“actively seeking work” and “suitable work” type problems can best
be dealt with by strengthening State administration.

If the Congress should approve legislation extending FSB, we in
the Interstato Conference hope that a more permanent solution can
be worked out before any extension you approve has expired. We will
be glad to help in any way we can in that effort.

Mr. Chairman and members of the committee, this concludes our
testimony and I shall be glad to respond to your questions.

Senator Taraange. Mr. Crosier, T take it you are working for the
50 administrators of the unemployment security offices of the Nation.

.. Is that correct? )
Mr. Crosier. Yes, Senator, There are 53, since the District of Co-
lumbia, Puerto Rico, and the Virgin Islands are now with us.
Senator TALMapGE. You people are the ones that acually have to ad-
minister the laws that we pass?

Mr. Crosier. Yes, sir.
Senator Taryapce [continuing]. Are on the front line, and know

best the conditions of dealing with it. Is that an accurate statement?
Mr. Croster. We think we have an opinion ; yes, sir.
Senator TArMapce. You are in favor of the program as recom-
mended by the President, except you want it funded with general

funds.
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Is that your statement ?

Mr. CrosiEr. Yes, Senator. . .

Senator. TaLyapGE. I notice also you administrators are violently
oppos;ad to having different triggers within. portions of a respective
State

Mr. Crosier. Yes, sir. We see it as an administrative nightmare.

‘Senator Taraapge. I read some article in the press not too long
ago that the General Assembly of Massachusetts under the Governor
and leadership of your State took some very drastic action to crack
abuses in unemployment compensation.

Is that an accurate statement ?

Mr, Crosier. What we have done, Senator, is institute a number of
what we have described as reforms that have brought the Massachu-
setts Employment Security Law, in our judgment, into better balance
with that of other States.

Before these changes were made, for example, in Massachusetts, it
was possible for an individual to voluntarily leave work and suffer an
8-week disqualification and be eligible. It is no longer possible.

Anyone who voluntarily separates is ineligible to collect. We have
doull::d the disqualification for refusing suitable work from 4 to 8
wee,

‘We have increased the qualification for eligibility. We used to have
a flat $1,200 amount. Now one needs to work 15 weeks, or 30 times
the weekly benefit amount, to qualify. :

These three changes have significantly contributed to what we be-
lieve is a tightening up of the law and more equitable administration.
In addition to the legislature’s support, administratively we have
tightened up on the application of the work test and rate of disquali-
fication for people we have judged to be not actively seeking work,
or those not available for wori]:. )

It has tripled in Massachusetts in the last 2 years. We think there
is still room for improvement, and are continuing to apply more vig-
orously the work test.

Senator TaLyapce. Thank you, sir.

Senator Hansen ¢

Senator HanseN, You recommend on page 2, Mr. Crosier, that the
entire burden of paying for this extra insurance beyond the 39 weeks,
should be transferred to the general fund of the Treasury.

What do you estimate that cost to be? . -

Mr. Crosier. Something in excess of $6.6 billion.

The thing that concerns State administrators, we believe that the
fundamental insurance program is sound and can be properly admin-
istered on a State-by-State basis. Some would quarrel that 26 or 39
v;lee‘iklsd is the legitimate extent to which unemployment insurance
sho . i

Wher?;aced with the crisis we have on our hands, it was the vehicle
Congress could turn to in providing emergency aid to those who were
still out of work.

At no time in the formation of this program did State administra-
tors ever agree that financing it on the back of the FUTA tax system
was ever sound. The system was never designed actuarily to handle it.

As demonstrated proof of that, the program constraints were so
difficult in States, 24 gtates have now borrowed $4.4 billion.
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As the language reads, we are likely to collect that from the private
employers in the individual States who are bankrupt. In addition to
that, a tax increase to pay back the $6.6 billion is an added burden.

We think that that is not proper.

Any program that we administer on a State-by-State basis should
be indicative of the State (f)references in the unemployment insurance
system. In no event should the mandate of the Congress, in our opin-
ion, exacerbate the fundamental soundness of the UI program.

For that reason, all administrators—one, because of credibility ; two,
because of fundamental belief—believe that financing anything beyond
39 weeks is not in the interests of a sound insurance program.

Some of the conversation this morning, in all candor, alarms us. In
our opinion, it is an insurance program. It should not be a needs-
tested one. It is to tide people over when they are unemployed and
unable to find suitable work. -

If there are people ripping the system off and people abusing it,
then I think the answer to that is better administration. That is obvi-
ously a complex issue in terms of how we fund the whole benefit pay-
ment control activity. .

As you have heard here this morning, when the full dimension of
‘the recession hit, the pressure was on every administrator. In some
cases like Massachusetts, we faced triple 'Y;)ads. We had to simply
respond to the need of the moment and benefit control quality did
suffer. We recognize that.

Now that the crunch is off us, we have been able to respond. I think
that the Congress turned legitimately to the best available vehicle.
That is why we are urging simply a simple extension of what is in
front of us with no more complications, because in our opinion it
should be a temporary extension.

If the Congress does not have a suggestion from the administration
or from a study commission or anywhere else that somebody beyond
this extension uses another vehicle other than the unemployment in-

_surance system to finance what we will call this macroeconomic
misadjustment.

Senator Hansen, I note $6.6 billion is not very much in terms of the
total Federal budget. Do you believe that without providing some
mechanism to raise that amount of money, simply to transfer the
burden to the Treasury and to add that to the transfer payments, or
the outgo from the Treasury, does that imply to you that we are, by
virtue of handling it in that fashion, going to exacerbate the infla-

. tionary pressures?

Mr. Crosier. T guess I am not enough of an economist to know if
$6.6 billion is going to make the difference between a modest rate of
inflation, or an unacceptable rate of inflation.

Senator Hansen. I did not ask you that. My question was, would
it exacerbate it ? Is is going to make it worse

I am not saying whether it is acceptable or unacceptable.

Mr. Crosier. In our opinion, it will not because the money has
already been spent, printed and now it is a question of bookkeeping:
Who is going to pay for it retroactively ? ,

Senator HanseN. You do not think that it will add to the inflation-

ary pressures?
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Mr. Crosier. Not as I understand it. It will not.

Senator HanseN. I have no further questions.

Senator TaLmADGE. Senator Danforth{

Senator DanrorTH. Would you explain the way in which the suit-
able job provision is policed § What constitutes an offer ?

Mr. Crosier. The suitable work is defined 53 different ways by 53
separate jurisdictions. I can speak as an administrator of one State,
wherein suitable work is defined as roughly equivalent to what one
earned before he or she was separated. :

I have installed in Massachusetts a sliding scale that says the longer
one is unemployed then the lesser his or her expectations should be on
starting salary. I have just begun to install this. In no event would the
amount one was asked to accept go below 80 percent of what he or she
had earned in their base perioc{).

_ After the 26 weeks, we would look harder if it were a simple wage
issue, :

Beyond that, suitable work means the task that one is asked to do is
roughly similar to what one did before they were separated. If there
is no available prospect for employment in an area, we would look at
one’s educational background and past experience to see if there was a
second area of talent that could be utilized in the available job market. '

Those are the principal tests. We do fet into such considerations as
availability of public transportation, length to commute. If one is
using a private vehicle, in no event can the added cost of those partic-
ular responsibilities be so burdensome as to make someone commute
more than 2 hours a day and incur an extra $100 a month in commuter
charges. ’ '

Senator Danrorrr. How do you know whether an offer has been
made and what it consists of ¢ : ~

Mr. Croster. An offer can be checked out with the local company.
We, as a part of the work test application, refer applicants to what we
have judged to be suitable work. We know what the starting wage is;
we know what the working conditions are and what the requirements
are for training or education. ' ' ' )

If we make that referral and the individual who is referred refuses
to accept that job, then that individual is interviewed and we try to
find out if he found out something we did not know. But if the gcts
are the same, the individual is disqualifiéd for a maximum-—the maxi-
mum in our State is 8 weeks. The individual may appeal that while
his benefits are temporarily interrupted, based on the decision we make.

If the board of appeals reverses that decision, the benefits are
reinstated. . : -

In all candor, it is one of the most difficult issues to administer. With-
out controversy and without the need for hearing, obviously reason-
able parties disagree as to what issuitable.

Senator DaNForTH. Is there a requirement, either in Federal law or
State law or in your regulations, that a job offer has to be in writing ¢

Mr. Croster. In order for a legitimate offer to be made through the
division it has to be listed on the job listings in the agency, so I can tell
you there are situations where someone discovers the firm happens to
be hiring. The process can be pretty fast. We try to maintain good rela-
tionships with area firms. - .
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Senator DaxrortH. If an employer were to call you up and say, hey,
I am looking for somebody, that would constitute an opening ?

Mr; Crosier. We would take that.

Senator DanrorTH, Without anything more ? If the person who was
enrolled in the program was told over the telephone look, go down to
the Jones Co., they are hiring, that would be sufficient ?

Mr. CrosIer. Yes.

We would have to make sure that it was a legitimate offer, subject to
the test afterwards. In the employment service, the employment secu-
rity agencies are paid for only bona fide placements and there is a list-
ing test that applies. The placement has to be made and verified.

" Senator Danrorti. I have a note here. I do not know what the Ways
and Means Committee report says, but the Ways and Means Committee
report provides on page 8 of the report that the job offer has to be in
writing, it has to specify the nature of the job including wages, hours
and fringe benefits.

Mr. Croster. That would be standard information that would appear
onbtl};e job listing taken by the employment service for listing in their
job bank. . .

Senator DanrortH. No technical burden on the employer, You do
not say, in order to make a job offer which constitutes suitable employ-
ment for this program, that you have to follow very technical
provisions? _

Mr. CrosiEr. My guess is that it might institute some delays, but I
do not think it is counterproductive.

Senator Danrorra. Thank you, Mr. Chairman.

Senator Taraapee. Senator Dole ?

Senator DoLe. Mr. Crosier, I was just reading a very interesting arti-
cle appearing in the Boston Herald-American, December 29, 1976. You
did not write it, I assume, but it is a positive article about the work
you have done. Is it accurate ?

Mr. CrosiEr. Is that the one by Mr. Brooks ?

Senator Dors. Yes,
Mr. Crosier. In all fairness to Mr. Brooks, I think some conclusions

that are drawn in there that indicate some corrections within the Mas-
iq_achusetts economy that are perhaps taking a little bit of literary
icense,

The indication in there, as a result of the efforts in the Common-
wealth we have succeeded in lowering the unemployment rate rather
substantially, I would like to take that credit, but I cannot.

In Massachusetts, we were one of three States that faced a peculiar
phenomenon; when the Federal supplemental benefit program was
passed by the Congress there was a provision in there that said any
State could qualify retroactively from the. last time that the extended
benefits trigger had been on, and there were three States whose Federal
trigger had been on for weeks, 27 to 39, in perpetuity since Congress
enacted the law in October 1970. '

For that reason, when Massachusetts was at the peak of the reces-
sion with the claims in excess of 350,000 claims per week, more than
one-third of the eligible recipients in Massachusetts were FSB. For
that reason, our unemployment rate skyvrocketed, for no other reason
than a Federal law was passed that made benefits available for weeks

40 through 65, ultimately.
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It was further exacerbated because in Massachusetts there is a pro-
vision that retirees, mandatory retirees, are eligible for unemployment
benefits if they are ready and available for work. A great many of the
claimg that were filed in the interstate system happened to originate in
Florida, retirees, mandatory, .

For that reason, when we hit the peak, we had an unusually high
percentage. The second largest number, actually, the highest percent-
age of FSB in Massachusetts, When we were bad, we were very bad.
When the FSB program, when the people began to exhaust their 26
weeks, they fell-out of the figures. The rate would have gone down
faster, if the retention factors outlined in the Bureau of Labor Sta-
tistics figures had not been so high.

The trip factor for FSB, in our opinion, is not comparative to the
stanl?sard method of treating people who exhaust benefits after 89
weeks. -

Because of those two things, we were caught both ways.

Senator DoLe. Thers is one statement attributed to Professor Mar-
tin Feldstein at Harvard, described as the top expert on unemployment

. compensation, feels as much as two full percentage points in unemploy-

ment figures are produced by the availability of a generous unemploy-
ment compensation program which people are now abusing. I think
that is a very significant statement.

Based on your explanation, it may not be totally accurate.

Mr. Crosier, The particular goint the professor made there was that
there was a consensus that the distortion in Massachusetts was around
that number because of the FSB eligibility. ,

Senator DoLe. Thank you, Mr. Chairman.

Senator TAr.mMaDGE. Senator Hansen ?

Senator HanseN. I referred earlier to the burden of the excess pay-
ment made beyond 39 weeks should be made out of the general funds
of the Treasury. My question is, while I agree it is true that the money
has already been spent with the general funds loaned to the Unemploy-
ment Tax Fund. Is it not true that the net Federal unemployment tax
is now 0.7 percent taxable wages? The tax rate will go down to 0.5
perct_a(rilt of taxable wages only after the loan to the trust fund has been
repaid.

}if you cannot forgive past loans retroactively, the tax rate will go
from .7 percent to .5 percent in 5 years. If you do not forgive loans,
the tax rate will remain at .7 percent for an additional 5 years or so.

Thus, I submit that Congress has already provided the additional
taxes in order to repay the loan. If we were to take the suggestion
that you have made-then that mechanism to keep the rate at 7 percent
till the loan is repaid, instead of dropping it down to 5 percent would
not be implemented. :

My question is, does that not impose the possibility of additional
inflationary pressures being generated by your solution as compared
to what has been provided for by the Congress#$

Mr. Crosier. Yes, I think, Senator, the .2 future tax, .2 spread,
would come into effect if it goes to .7 percent, would have an addi-
tional burden on the general treasury. I have to come to the funda-
mental position that the administrators have taken. We are talking
about an unemployment insurance systemn actuarially designed at the
FUTA tax and State tax level to handle a relatively historical situa-

tion.
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The system actuarily was never designed to handle what it had to’
face up to in the face of the recession that we were in, and we are
pleased the system was in place, that the United States can turn to
it to take care of extreme need in a point of time.

In the opinion of those of us who administer the program, it is
not correct to continue to lean on the unemployment insurance system
financed through taxes on employers for funding countercyclical
macroeconomic programs that are the result of national or interna-
tional monetary policy. Any conversation that goes beyond 39 weeks
of financing responsibility gets very short shrift from anybody who
understands the employment security, unemployment insurance re-
sponsibility in the Federal-State partnership. '

We feel that federally-mandated programs should be paid for by
Treasury dollars that have a broader tax base, even considering if
you will the inflationary concern that you expressed.

Senator Hansex. Mr, Chairman, let me observe that I think Mr.

Crosier has done an excellent job. He has been undulvy modest in
taking the full measure of praise that the story that Senator Dole
1ieferred to would attribute to him. I appreciate the fine job he has
done. -
T would say that T did not vote to extend the benefits. I think that
much that has been said here about the incidence of higher unemploy-
ment can be directly attributable, that we have made it pretty darned
handy to let these people get these extra bencfits. T think a lot of
people in his country who are working and paying taxes and who,
at the same time, know what the increasing inflation does to their
salaries, are not very happy when they see people who are getting
by one way or the other without working when they are working.

T just wanted to say that to you. I can appreciate’your concern as
the State administrator of the prosram in having to anticipate the
time when the tax bite would be placed on your employers in the
State of Massachusetts in-order for you to implement and follow
through on a program that has been federally directed, that all the
States have to participate in.

I do not think that the easy answer that we hear so many times,
let the Federal Treasury pay for it, is becoming a very good answer
or a very credible one, either. More and more people are finding out
that every time we do that, every time we say, let the Federal Treasury
pav for it, sooner or later, part of that cost is poing to come back to us.

Mr. Crosier. Thank vou, Senator. If T could add one statement$

In addition to the $6.6 billion that we would want the Federal
Treasury to assume responsibility for, the 24 States that have bor-
rowed who owe $4.4 billion. over half of that debt, can he attributed
to the northeastern States: Connecticut, Massachusetts. Rhode Island,
Vermont, Maine, Pennsvlvania. New Jersev and New York.

For example, in the State of Massachusetts, the maximum tax the
employer pays is 5.1 percent. We have now 3 years, we hone with the

assage of this bill 5 years, in which to repay some $265 million. The
intake of the funds in Massachusetts of those high rates—and we are
almost the highest in the Nation—is in excess of $300 million a year.
We are talking this vear. because of an increased tax wage base, effec-
tive Januarv 1. 1978, of hitting employers possibly with $70 or $80
million worth of tax.
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" That does not begin to generate enough money to begin to build a
?urlilus, repay the past loans, and continue cash flow at a reasonable
evel.

I believe our State is relatively well off compared to some like Penn-
sylvania. I think we very definitely need to impress upon the Congress
the fact that it is absolutely essential so that we avoid important
regional differences to string out that payback period so it is not an
unfair tax for those States that were the most adversely affected to
have to repay those benefits in an unreasonably short period of time.

Senator TarLmavee. Any questions, Senator Matsunaga ¢

Senator MaTsuNaga. No questions. ‘

Senator TaLmapge, Thank you very much for a very impressive
performance, Mr. Crosier. The next witness is Mr. Jim Q’Brien, as-
sistant director, Department of Social Security with Robert Mec-
Glotten, legislative representative, AFL-CIO.

STATEMENT OF ROBERT McGLOTTEN, LEGISLATIVE REPRESENTA-
TIVE, AF1L-C10, ACCOMPANIED BY JIM O'BRIEN, ASSISTANT DI-
RECTOR, DEPARTMENT OF SOCIAL SECURITY

Mr. McGrorren. Thank you, Mr. Chairman. I am Robert McGlot-
ten, legislative representative, AFI~CIO. Sitting to my left is James
O’Brien, the assistant director of the Social Security Department in
charge of unemployment compensation for the AFL-CIO. o

The AFL-CIO appreciates the opportunity to appear before this
committee and express its support for H.R. 4800 and other f)roposals
before the committee to extend the Federal supplemental benefits

rogram for 1 year. This program has met a demonstrated need of the
ong-term unemployed workers, and it should not be permitted to
terminate at this time. Although we support H.R. 4800, organized
labor would like to see it revised to some extent so it agrees with some
provisions of S. 604, introduced by Senator Javits and cosponsored
by Senators Williams, Kennedy, Case, Hathaway, Cranston,
Moynihan, and Magnuson.

Congress established the FSB program in December 1974 to mect
the depression levels of joblessness existing at that time. Subsequent
amendments changed this program slightly, but it still operates in a
manner consistent with its original objectives.

This program has been entirely financed with Federal general rev-
cnue loans to the unemployment compensation trust fund. These
loans are scheduled to be repaid over a period of time from Federal
Unemployment Tax Act contributions to the trust fund. The AFI~
CIO favors the legislative proposals in S. 604 that would forgive the
repayment of the loans prospectively and retroactively to December
1974,

If the committee cannot give this proposal favorable consideration,
the least it should consider is the provision of H.R. 4800 that would
finance the program with general revenue beginning April 1, 1977.

FSB is a program which provides for the payment of extended
unemployment compensation benefits beyond 39 weeks to jobless
workers who have exhausted all entitlement to regular and extended
benefits. Depending upon the level of unemployment in a State, com-
bined regular, extended, and FSB benefits can entitle an individual
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to a potential benefit duration period of 65 weeks. We regret that
H.R. 4800 will reduce potential duration to 52 weeks.

The FSB program is now a State-triggered, two-tiered system.
Since January 1976, the FSB program has provided benefits up to 52
weeks where the insured rate of unemployment, the State trigger, is
between 5 and 6 percent or more. Despite the existing high levels of
unemployment in many cities and local areas, only 31 States are cur-
rently triggered on to pay for FSB benefits. This is a problem we shall

- discuss su%wquently.

The Department of Labor has estimated that the number of workers
exhausting benefits in 1976, including FSB benefits, was about 2.3 mil-
lion. In 1975, the FSB program provided benefits for 2.8 million job-
less workers. This program has proven itself to be an essential economic
stabilizer during the current depression. Unfortunately, it is due to-
be terminated March 81, 1977. .

The AFL-CIO is vigorously opposed to the termination of this
program at a time when, by organized labor’s realistic measure of un-
employment which includes discouraged and part-time workers, the
jobless rate at the end of January was 10 percent and we know this
figure has been increased during the energy problems of the.past
few weeks. :

On January 1, approximately 555,000 jobless workers were receiv-
ing FSB benefits. On March 31, these FSB recipients and other work-
ers whose unemployment was extended by the extreme cold weather of
recent weeks will have no income protection whatsoever if this pro-
gram is not extended.

The Labor Department estimates that 610,000 workers will exhaust
all benefit entitlement at the end of the second quarter of 1977 and
510,000 additional workers at the end of the third quarter of 1977.
These million workers will be completely cut off from FSB protection
unless the program is extended for at least another year. In many
cases, these jobless workers will have no recourse but to seek public
assistance until they are reemployed. They will simply add to the bur-
den already being carried by State welfare programs.

Earlier we stated that the FSB program had been a demonstrated
success. A study just submitted to t&xe Congress by the Department of
Labor supports our position. The study conducted by Mathematician
Policy Research, Inc. of Princeton, N.J., reported that without unem-
ployment compensation nearly 50 percent of the households of FSB
married men would have had incomes below the poverty level—$5,500
for a nonfarm, 4-member family.

The study also reveals that I?‘,SB recipients had a strong labor force
attachment. These workers had held their preunemployment compen-
sation jobs for an average of about 5 years and worked 26 months out
of the 35-month period prior to filing an unemployment compensa-
tion claim.

Organized labor is convinced this program would have been even
more effective if it had operated on a national trigger basis. Under the
State trigger arrangement, an unknown number of workers in areas
of high unemployment were denied FSB protection because the
entire State was not suffering from an excessively high level of
unemployment,

86447 0 =174
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The State triggers are unrelated to individual needs; a national trig-
ger would provide much more equity in the program. S. 604 proposes
a national trigger for the operation of the program.

According to the latest trigger notices—February 12—the State of
Ohio has not triggered on, but the December unemployment rate in the
Youngstown-Warren labor market area was at 8.8 percent and in the
Canton area, the December rate was 8.2 percent.

We know the jobless rates increased in the past few months due to
weather conditions in the State. It is common knowledge that Ohio
was one of the States hardest hit by the energy shortage. A similar
situation prevails in other States, -

The jobless rate in the State of Indiana is still below the State FSB
trigﬁr level, but the December jobless rate in the Gary-Hammond
and East Chicago area was 5.8 percent.

Jobless workers in these labor market areas need the protection of
the FSB program when they are unemployed ; a national FSB trigger
of 5 percent insured unemployment would provide equity for all un-
employed workers. Workers who are jobless should be treated equita-
bly, especially where Federal revenue is involved. The present State
trigger devices that Eermit different treatment of jobless workers
should be replaced with a national trigger.

Organized labor urges you to include a national trigger, such as
the one proposed in S. 604, in any legislation you report. However,
if the committee does not wish to recommend a national trigger, we
urge you to report favorably on the local labor market area trigger
proposed in H.R. 4800. This type of trigger will enable the program
to operate in pockets of };‘i’gh unemployment within a State even 1f the
State program is triggered off. The AFL~CIO hopes the committee,
a8 8 minimum, will include a provision of this nature in the bill.

There is one provision in H.R. 4800 which is a matter of serious
concern to organized labor. It is the provision related to the denial of
FSB to individuals who refuse offers of suitable work or who are not,
actively seeking wok. The AFL-CIO would prefer this provision to
be eliminated from the bill, if possible.

It is unnecessary for the operation of a successful program—good
administration can overcome any problems that exist in this area.
This implementation of this provision will almost certainly lead to
arbitrary decisions concerning prospects for work, suitable work, and
active search for work.

All State programs, at this time, contain suitable work and active
search for work provisions, If these provisions in State programs are
efficiently administered, there is actually no need for Congress to
concern itself with this area of the program.

However, if the committee feels that a provision of this nature
should be retained in the legislation, we urge you to provide the fol-
lowing safeguards to protect the right of injured workers. .

Suitable work should not include emﬁloyment which exposes an
individual to an increased degree of risk relative to health, safety,
or morals. Any employment, to be considered suitable work, should
be available within a reasonable distance of a claimant’s residence.
The active search for work requirements should recognize the labor -
and management jointly developed hiring practices, such as hiring
halls, to be considered as complying with the active search for work.
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We urge you to include these minimum safeguards if you decide to
include a provision of this nature in the bill you report.

Senator Byrp (presiding). Senator Dole ¥

Senator DoLk. 1 just have one question. _

The previous witness, who has the responsibility of administering
the program, indicated the local trigger would be an administra-
tive ni;fhtmure. That seems to be shared by most of his colleagues
across the country.

Do you have any comments in addition to those made about the ad-
ministrative problem? You indicate that good administration would
solve most of the problems. It is hard to have good administration
in a program where anyone can qualify for benefits. How do we put
the two together?

Mr. Crosier, I think, was an excellent witness, He said the local
trigger would be very difficult to administer.

Mr. McGrorren. Senator, there is no doubt that a local area trig-
ger does cause some problem. In supporting the area trigger concept,
what we were attempting to do was to ensure that those areas hardest
hit, individuals in those areas, working in those areas, would receive
unemployment compensation.

One way to resolve that is to go to a national trigger where you
trigger in the entire Nation so that individuals in those particular
States which are hardest hit would receive unemployment compensa-
tion, or you could go to to an area trigger.

Youngstown, Ohio is a good example.

Senator Dock. I agree with what you have said ; because we have a
high unemployment rate in one area, it could be leveled out in other
parts of the State, I understand the problem. I do not know how we are
going to resolve it, based on conflicting testimony.

Mr. O'Brien. I think our position is somewhat similar to their
position because they support S. 604 in their trigger proposal. In our
testimony, we are supporting the trigger provisions in S. 604. :

If the committee feels that it cannot re{:ort favorably on that pro-
vision, we say as a minimum we would like to see the area triggers,
but our preference would be for a national trigger similar to that
proposed in S. 604.

Senator Dore. That is the one area that I think deserves some at-

_tention. I do not know how we get to the problem.

If we are talking about the people unemployed, the rate doesn’t
matter to them. It might be 3 percent in Kanas, 6 percent somewhere
else. but they are still out of work. I do not know how you reach a
State trigger or a local trigger.

What about the abuses of the program? I do not want to get into
itl. extensively. Certainly you are as concerned about it as everybody
clse. :

Do you have any suggestions for tightening up the program?

Mr. MoGrorrex. We certainly are against anv abuses in the pro-
gram, It is an insurance program. something we have fought hard for

" over the vears, maintaining the integritv of the program. We agree
with the State administrators. We would like to see the integrity

maintained.
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Wa think that two things can be done. First of all, there should be
some national standards that would go across the board in addition to
the additional tightening up at the State level. I would greatly improve
the situation.

The program on CBS was a question of slipping in the State ad-
ministration. Somebody should have seen where the check was being
mailed to and someone should have said, unless you are actively seeking
. work, you are denied benefits.

Mr. O’BrieN, Senator Dole, another area of concern, in the legisla-
tion last year that was enacted by the Congress, would deal with the
retiree problem mentioned earlier this morning, we think too harshly,
but nevertheless, we will discuss that at another time, but it is due
to be implemented in the next few years.

It would also take-care of the seasonal problem that you mentioned
earlier this morning. There is a prohibition enacted in the legislation
that ballplayers—it does not say ballplayers, it says athletes or those
who work on a seasonal basis cannot be Eaid benefits during the off-
season under the Federal standard in the bill,

We favor the Federal standards generally in this program, minimum
Federal standards, and we think that where abuses are found on the

art of both workers and employers—and there are employer abuses
1n-this program that are seldom mentioned—that good agministration
and Federal-State cooperation could overcome many of these prob-
lems that might be pinpointed at this time. :

We are not opposed to the efficient administration of the unemploy-
ment compensation system. We do not want to see people arbitrarily
denied benefits which, in most cases, are needed to maintain homes and
families.

Senator DoLk. I think that there may be some employer abuses. If
you could, could you furnish some examples for the record ¢
¢ l;h'. O’Brren. T would be glad to, Senator Dole. I will mention two,
if I may.

The Department of Labor reports periodically on the imposition of
disqualifications in appeals. It briefs the cases and outlines the
situation.

A young woman with two or three children, unemployed, had worked
for a restaurant, applied for unemployment compensation benefits. She
was referred by an agency to a job as a go-go dancer. She was not an
actress, or she was not in that business, was not a dancer.

When she refused the job—and she refused because her husband
prohibited her from taking it—she wag disqualified. We think this is
an mﬁ)itmry decision, that she should not have been disqualified
initially.

In arj:other case that was brought to my mind, a truckdriver who
delivered hot water tanks to a construction site was ordered to install
it. When he refused to install it because he was not a plumber, he filed
for unemployment compensation because he was discharged. The em-
ployer had him disqualified. -

Reasonable people agree with us that this is not the way to treat
unemployed people. The truckdriver was not a plumber. It probably
would be a violation of the State law and building codes if he tried to
install the water tank, but this kind of thing is not uncommeon through-
out the system. .
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We think this sort of thing should be corrected, along with the
other abuses that might be brought to the attention of the Congress.

Senator DoLe. Thank you.

Thank you, Mr. Chairman.

Senator Byrp. Senator Matsunaga ¢

Senator MaTsu~aga. I have no questions.

Senator Byrp. May I ask this? :

What would it cost to forgive the general revenue loans to the unem-
ployment compensation trust fund ?

Mr. McGrorreEn. The total cost, prospectively and retroactively,
that figure in the blue book here is $5.5 billion to March 31 and an
additional $1.2 billion for fiscal year 1978,

Senator Byro, $6.7 billion, close to $7 billion ¢

Mr. McGrorTeN. That is correct. 4

Senat?or Byrp. What would be the cost of a national unemployment
trigger

Mr. McGrorten. The figure that we got on the House side from the
House Congressional Budget Office would be $200 additional million
this year and $275 million next year, if my memory serves me cor-
rectly, Senator.

Senator Byrp. If this program is extended again for 1 year, do you
think that this would be the last time an extension would be necessary ¢

Mr. McGrorren. I would think that there would be no need for
an additional extension. I prefaced my remarks by saying that if, in
fact, we can get on with the business of welfare reform, my colleague

~ and I now are in some discussions with the Labor Department about a

proposal which they have which is entitled “triple track.” The first
part of that track would deal with the question of longterm unemploy-
ment, pay some kind of benefit, have people go into training and a
variety of other things that would make FSB unnecessary.

Mr. O’Briex. Also, Mr. Chairman, the AFL-CIO is a strong sup-
port}fr of a jobs program, increased jobs opportunities for all jobless
workers, ‘

Senator Byro. Thank you.
The next witnesses will be, Mr. Ralph Adams, director, unemploy-

ment and workers compensation activities, General Motors Corp. on
behalf of the Chamber of Commerce of the United States and Robert E.
Matson, manager of State taxes of the Bethlehem Steel Corp. on behalf
of the social legislation committee of the Council of State Chambers

of Commerce.
Welcome, gentlemen. _ o

STATEMENT OF RALPH ADAMS, DIRECTOR, UNEMPLOYMENRT AND
WORKERS COMPENSATION ACTIVITIES, GENERAL MOTORS CORP.,
ON BEHALF OF THE CHAMBER OF COMMERCE OF THE UNITED
STATES

Mr. Apams. I am Ralph Adams, I am the director of unemployment
and workers’ compensation activities of the General Motors Corp.
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I might introduce those who are at the table: On my right is Michael
Romig of the Chamber of Commerce of the United States, On m
immediate left is Robert Matson of Bethlehem Steel. On my far le
is William Brown of the Council of State Chambers of Commerce.
Mr. Matson will present the statement of the Council of State Chambers
of Commerce of the United States, We arve aware of four proposals
to extend and revise the FSB program.

One is the administration’s, which is H.R. 3723, The other three
proposals are H.R. 2235 introduced by Representative Yatron of
Pennsylvania; Senate bill 604 by Senator Javits of New York and
others; and H.R. 4800, the House Ways and Means Committee bill.

Attached to our written testimony, which has been submitted to you,
is an exhibit that compares the significant features of these bills.

Unemployment compensation was initially conceived as a social in-
surance system that would provide support income for unemployed
persons during relatively short periods of unemployment. The nat-
tional chamber fully supports this basic concept. We have consistently
stated the view that the unemployment compensation system is ill-
e(}uipged to meet the needs of the long-term and structurally unem-
ployed.

With the advent of the FSB program and its resultant 65 weeks of
income support, unemployment compensation has developed into some-'.
thing very much like welfare with many of the same bureaucratic flaws
and abuses, and it has become a disservice to employers and many
employees. We consider this development to be dysfunctional both for
UC and welfare recipients and, more important, for the unemployed
workers.

Unemployment compensation is an important component of our
national employment and training polic]y. It functions well as a tem-
porary income protection device particularly when this income assist-
ance 1s accompanied by job search, training and related manpower
services. . '

Unfortunately, the heavy claims load and the longer availability of
benefits as a result of FSB has inhibited the State agencies fromn pro-
viding these supplementary services. ,

As studies of the program done by the Department of Labor and
Mathematics Policy %csearch, Inc., of Princeton, N.J., have revealed,
the absence of effective supplemental services has given rise to substan-
tial number of FSB claimants who have learned how to qualify for
benefits and simply use UC as an income supplement.

The point to be made is that we are asking our unemployment com-
pensation system to solve problems requiring a more selective and a
more concentrated form of aid that is within the province of employ-
ment and training—certainly not unemployment compensation. This
is a conclusion that has been reached by :

The National Manpower Policy &)mmission in its reports to the
Congress and the President ; o

The Federal Advisory Council on unemployment insurance in its
recommendations to the U.S. Department of Labor; )

The Interstate Conference of Employment Security Agencies, the
Upjohn Institute for Employment Research, the American Retail
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Federation, the Associated Builders and Contractors, and the Califor-
nia Taxpayers Association in testimony before Congress.

The national chamber believes we must increase the opportunities
for persons able, willing and seeking work to prepare for and find
employment. We do not believe that continuing FSB, anbsent major
changes, will serve that end.

If the Congress decides to continue the Federal supplemental bene-
fits program, some major overhauls are in order.

First, the maximum duration of benefits should be reduced from the
present 26 weeks to 13 weeks. The FSB program was enacted by Con-
gress to meet the emergency unemployment conditions of 1975 and
1976. The employment picture today is much more favorable and we
do not anticipate the protracted unemployment conditions of the 1975~
76 era. Both S. 604 and H.R. 4800 provide for this reduction in the
maximum number of weeks of benefits,

Second, studies of the FSB program have revealed that a sizable
number of claimants are neither seeking work nor accepting offers of
employment. Such conduct should automatically disqualify these
claimants from the FSB program. Although the law requires dis-
qualification, the General Accounting Office reported that less than 1
percent of the registered claimants lost their benefits for failure to
comply with the work test. -

Moreover, under present law, FSB claimants are subjected to the
same suitability of work requirements as are imposed on clainiants
drawing benefits under the regular program. Almost every State UC
law contains a definition of suitable work, generally expressed in terms
of specific criteria to be considered by the agency in determining
whether a particular job is suitable work for an individual claimant.

Most commonly, the State law directs that in determining whether
any work is suitable for a claimant, the agency consider such rele-
vant factors as: The claimant’s physical fitness for the work, prior
training and experience, prior earnings, prospects for obtaining local
work, prospects for obtaming work at his or her highest skills, the
degree of risk to the claimant’s health, safety, and morals, the distance
of available work from the claimant’s residence, the length of the
claimant’s unemployment, and such other factors as would influence
a reasonably grudent person in the claimant’s circumstances.

In effect, the criteria direct that the agency take into account for
FSB claimants the same factors that would reasonably influence a
worker laid off last Friday. The concept of suitable work must neces-
sarily be flexible if it is to be realistic. The significance of each criterion
changes as circumstances change.

As the period of the claimant’s unemployment lengthens, individuals
should lower their sights in terms of the kind of job offers they .will
accept. A job is not considered suitable work for a claimant in the
early stages of that individual’s unemployment, perhaps because it
requires lower skills than the claimant can offer, may well be con-
sidered suitable after a substantial period of unemployment and after
it becomes clear that the claimant’s prospects are remote for obtaining
work wholly in line with his or her training, experience and prior

- wages.
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If we are to reduce the work disincentives of long-term jobless bene-
fits, there must be a work test that the States can and will enforce,
H.R. 4800 recognizes this need and has incorporated a work test that,
properly enforced, would yield sizable savings. We urge its adoption.

Since the proopsed FSB extension is to be financed from Federal
revenue, we need not be concerned about a Federal standard on a
State program, It is a Federal standard on a Federal program,

Third, we urge immediate correction of a serious flaw in the financ-
ing of the FSB program. Specifically, we recommend that the entire
cost of F'SB be allocated to the general fund of the Treasury.

Contrary to the widespread public impression, present law does
not provide for the FSB program to be federally financed. The Fed-
eral Cnemployment Tax Act expressly provides that the cost of this
program, from its inception, shall be financed entirely by employer-
paid UC payroll taxes to be paid into the FUTA trust fund.

FUTA. like the UC system, was not designed to cope with the finan-
cial demands of the FSB program. FUTA was originally conceived
as a small, flat rate tax, the revenues of which were to pay for the
administration of the State UC and employment service programs,
The decision to burden FUTA, since 1974, with the responsibility for
payfing1 claimants up to 6 months of FSB benefits is simply unsup-

ortable. -

P Since the enactment of FSB, FUTA has not had one dime to pay
these supplemental benefits and it has been forced to borrow over $5
billion from the Treasury to meet these benefit responsibilities. These
advances are required to be repaid from future FUTA income. Yet,
despite a 40-percent increase in the taxable wage' base next year,
the actuaries in the Department of Labor still cannot predict when
these advances will be repaid.

Senator Byrp. Your time has expired.

Your entire statement will be placed in the record.

Mr. Apams. Thank you. T had just reached the point where Mr.
Matson would summarize the business community’s views on financ-

ing of FSB benefits.
[The prepared statement of Mr. Adams follows:]

STATEMENT ON LEGISLATION To EXTEND AND REVISE THE FEDERAL SUPPLEMENTAL
BENEFITS PROGRAM (H.R. 4800 AND S. 604) FoR THE CHAMBER OF COMMERCE OF
THE UNITED STATES BY RALPH ApAMS

I am Ralph Adams, director of Unemployment and Workers’ Compensation
Activities, General Motors Corporation. My appearance today is on behalf of the
Chamber of Commerce of the United States where I serve as a member of the
Chamber’s Committee on Employee Benefits.

S8UMMARY

We recommend against extension of the Federal Supplemental Benefits (FSB)
program and we seek elimination of the requirement that the already incurred
costs of FSB compensation be repaid to general revenues from the federal unem-

ployment insurance tax.
= Should the Senate agree with the House of Representatives on extending this

program, we recommend reducing the duration of benefits from the present 26
weeks to 13 weeks, the adoption of a work test, and general revenue financing of
the entire cost of the FSB from {ts inception.

——
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. These issues are of vital concern to the Chamber’s membership which includes
66,000 business firms, chambers of commerce and trade and professional associa-

tions.
“THE FEDERAL SBUPPLEMENTAL BENEFITS PROGRAM

The Emergency Unemployment Compensation Act (EUCA) of 1974 (Public
Law 93-572) created a new temporary emergency unemployment compensation
program entitled Federal Supplemental Benefits (FSB). As modified by subse-
quent legislation, this program provides a third tier of protection for workers in
States with high unemployment levels who exhaust their benefits under the regu-
lar State program and the Federal-State Extended Unemployment Compensation
Act. -

Compensation under the program i8 payable in a State having an agreement
with the Secretary of Labor and experiencing the required unemployment levels
for weeks of unemployment beginning after 1974. Once triggered, payment of
emergency compensation in the State will continue for at least 28 weeks, but no
benefits are payable after March 31, 1977. The cost of the emergency benefits pay-
ments will be met be repayable advances from Federal general revenues to the
extended unemployment compensation (UC) account in the Federal Unemploy-
ment Trust Find. Total cost of the FSB program is expected to reach $5.7 billion

by its scheduled expiration date.
To be eligible for compensation under EUCA, an individual must have ex-

’ hausted all rights to regular UC benefits and to extended benefits. In States with

an insured unemployment rate of 6 percent or more, 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 beneflt entitlement
is limited to one-half of regular program entitlement, & maximum of 13 weeks.
The program terminates (subject to the 26-week minimum duration) when the
States’ insured unemployment rate falls below 5 percent. The weekly benefit
amount is the same for State regular benefit and Federal-State extended benefit.

An individual who applies for benefits under EUCA I8 required, as a condition
of eligibility, to be either participating in or to have applied for a job-training
program, if the Secretary of Labor has determined that the individual’s occupa-
tional skills need upgrading or broadening. -

The emergency UC program goes into effect in a State only when extended un-
employment benefits are also payable in the State. However, the extended pro-
gram Is currently “triggered on” in all States since the mandatory national “on”
indicator of 4.5 percent has been exceeded, and this situation is expected to con-
tinue well beyond the March 31, 1977, expiration date of the emergency benefits
program,

PROPOSED CHANGES .

We are aware of four proposals to extend and revise the FSB program, one
of which, the Administration’s, is H.R. 8723. The other three proposals are H.R.
2235 introduced by Rep. Yatron of Pennsylvania, S. 604 by Senator Javits of
New York and others, and H.R. 4800, the House Ways & Means Committee bill,
These proposals are compared in Chart I appended to our statement.

All of these bills would extend the life of the FSB program beyond its present
March 31, 1977 expiration date. H.R. 2235 and H.R. 4800 would extend the pro-
gram for all claims to March 31, 1978; the Administration would extend it to
December 31, 1977 for initial claims and March 31, 1978 for continued claims,
8. 604 would extend it to March 81, 1978 for initial claims and June 30, 1978
for continued claims.

‘H.R. 2235 would continue the FSB program at a 26 week maximum, whereas
H.R. 4800, 8. 604 and the Administration proposal would reduce it to 13 weeks.

H.R. 4800 and 8. 604 would make further changes in the FSB program. S. 604
calls for the addition of a national trigger mechanism, revision of the method
for calculating insured unemployment, provision for an additional 18 weeks of
assistance for claimants participating in a training program, and general reve-
nue financing of the entire FSB program. H.R. 4800 would add a new work test
requirement, provide for general revenue financing of the extension, delay for
two years the automatic recoupment of outstanding loans to States and also

would make miscellaneous program changes.
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EXTENSION OF F8B

Unemployment compensation (UC) was initially conceived as a social insur-
ance system that would provide support income for unemployed persons during
relatively short periods of unemployment. The National Chamber fully supports
this basic concept. We have consistently stated that the unemployment compen-
sation system is ill-equipped to meet the needs of the long-term and the struc-
turally unemployed.

wm’; the al:lvgnt of the FSB program and its resultant 65 weeks of income
support, UC has developed into something very much like welfare, with many
of the same bureaucratic flaws and abuses, and it has become a disservice to em-
ployers and many employees. We consider this development to be dysfunctional
both for UC and welfare systems and, more important, for the unemployed
workers.

Unemployment compensation is an important component of.our national em-
ployment and training policy, It functions well as a temporary income protection
device particularly when this income assistance is accompanied by job search,
training and related manpower services. Unfortunately, the heavy claims load
and the longer availability of benefits as a result of FSB has inhibited the state
agencies from providing these supplementary services.

As studies of the program done by the Department of Labor and Mathematica
Policy Research Inec. of Princeton, New Jersey have revealed, the absence of
effective supplemental services has given rise to substantial number of FSB
claimants who have learned how to qualify for benefits and simply use UC as an
income supplement.

The point to be made is that we are asking our ungmployment compensation
system to solve probleins requiring a more selective and a more concentrated form
of aid that is within the province of employment and training—certainly not
unemployment compensation. This is a conclusion that has been reached by:

The National Manpower Policy Commission in its reports to the Congress and

the President ; .
‘The Federal Advisoy Council on Unemployment Insurance in its recommenda-

tions to the U.S. Department of Labor ;

The Interstate Conference of Employment Security Agencies, the UpJohn
Institute for Employmeént Research, the American Retail Federation, the Asso-
ciated Builders and Contractors, and the California Taxpayers Association in
testimony before Congress. -

The National Chamber believes we must increase the opportunities for persons
able, willing and seeking work to prepare for and find employment. We do not
believe that continuing FSB, absent major changes, will serve that end.

IMPROVING THE FS8B PROGRAM

If the Congress decides to continue the Federal Supplemental Benefits pro-
gram, some major overhauls are in order. .

First, the maximum duration of benefits should be reduced from the present
26 weeks to 13 weeks. The FSB program was enacted by Congress to meet the
emergency unemployment conditions of 1975 and 1976. The employment picture
today is much more favorable and we do not anticipate the protracted unemploy-
ment conditions of the 1975-76 era. Both S. 604 and H.R. 4800 provide for this
reduction in the maximum number of weeks of beneflts,

Second, studies of the FSB program have revealed that a sizeable number of
claimants are neither seeking work nor accepting offers of employment. Such
conduct should automatically disqualify these claimants from the FSB program,
Although the law requires disqualification, the General Accounting Office re-
ported that less than one percent of the registered claimants lost their benefits
for failure to comply with the work test. :

Moreover, under present latww WSB claimants are subjected to the same suita-
bility of work requirements as are imposed on claimants drawing henefits under
the regular program. Almost every State UC law contains a definition of suitable
work, generally expressed In terms of specific criterla to be considered by the
algt;ncy itl.‘ determining whether a particular job is suitable work for an individual
claiman

Most commonly, the State 1aw directs that in determining whether any work
is suitable for a claimant, the agency consider such relevant factors as: the
claimant’s physical fitness for the work, prior training and experience, prior
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earnings, prospects for obtaining local work, prospects for obtaining work at his
or her highest skills, the degree of risk to the claimant’s health, safety and morals,
the distance of available work from the claimant’s residence, the length of the
claimant’s unemployment, and such other factors as would influence a reasonably
prudent person in the claimant’s circumstances,

In effect, the criteria direct that the agency take into account for FSB claim-
ants the same factors that would reasonably influence a worker laid off last
Friday. The concept of suitable work must necessarily be flexible if it is to be
realistic, The significance of each criterion changes as circumstances change.
As the period of the claimant’s unemployment lengthens individuals should lower
their sights in term of the kind of job offers they will accept. A job not consid-
ered suitable work for a claimant in the early stages of that individual's unem-
ployment, perhaps because it requires lower skills than the claimant can offer,
may well be considered snitable after a substantial period of unemployment and
after it becomes clear that the claimant’s prospects are remote for obtaining
work wholly in line with his or her training experience, and prior wages.

If we are to reduce the work disincentives of long-term jobless benefits, there
must be a work test that the States can and will enforce. H.R. 4800 recognizes
this need and has incorporated a work test that, properly enforced, would yield
sizable savings. We urge its adoption. . .

Since the proposed FSB extension is to be financed from federal revenues, we
need not be concerned about a federal standard on a state program. It is a
federal standard on a federal program. -

Third, we urge immediate correction of a serious flaw in the financing of the
FSB program. Specifically, we recommend that the entire cost of FSB be allocated
to the general fund of the Treasury.

Contrary to the widespread public impression, present law does not provide for
the FSB program to be “federally financed.” The Federal Unemployment Tax Act
(FUTA) expressly provides that the cost of this program, from its inception, shall
lbe ﬂtm;ncsd entirely by employer-paid UC payroll taxes to be paid into the FUTA
rust fund.

FUTA, like the UC system, was not designed to cope with the financial demands
of the FSB program. FUTA was originally conceived as a small, flat rate tax, the
revenues of which were to pay for the administration of the state UC and employ- -
ment service programs. The decision to burden FUTA, since 1974, with the respon-
sibility for paying claimants up to 6 months of FSB benefits is simply
unsupportable. ’

Since the enactment of FSB, FUTA has not had one dime to pay these supple-
mental benefits and it has been forced to borrow over $5 billion from the Treasury
to meet these benefit responsibilities, These advances are required to be repaid
from future FUTA income, Yet, despite a 40 percent increase in the tax rate this
year and an additional 43 percent increase in the taxable wage base next year,
the actuaries at the Department of Labor still cannot predict when these advances
will be repaid.

Certainly, no one wants to raise payroll taxes again. The employment disincen-
tives of payroll taxes are increasingly recognized with each tax hike. Not only
have federal UC taxes been raised, but so have state UC taxes, where rates were
up by one-third last year and are expected to increase even more this year.

Excessive unemployment over the past three years has caused a serious deple-
tion of State unemployment trust funds. In fact, through February of this year, 22
States had depleted tkeir reserves and found it necessary to borrow over $4 billion
in order to continue paying state benefits. It will require vears of higher UC taxes
for these States to repay these loans and restore adequate reserves.

The growing UC payroll tax burden is causing many employers to reconsider
expansion plans particularly in the very States that need to attract new jobs, By
adding the cost of F'SB to this burden, we are inviting more restrictive employ-
ment plans in the private sector. .

FSB is a special program designed to meet unusual employment dislocations.
So too are the Special Unemployment Assistance, Trade Adjustment Assistance
and Disaster Assistance programs. We think that FSB, like these programs,
should be financed by general revenues. This recommendation has been made on
several occasions by the Federal Advisory Council on Unemployment Insurance.

Should employers be saddled with the cost of extended periods of uneraploy-
ment caused by general economic conditions over which they have no control?
Obviously they should not, but this is what the FSB program requires. We urge
that this inequity be corrected. We do not ask that employers be excused from
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financing the regular and extended benefits programs, which are a cost of doing
business. However, it is not appropriate to treat FSB costs the same.

In our judgment, the FSB benefits should be considered as a national cost of
responding to the emergency economic circumstances facing this nation.

Parenthetically, we might add that this switch in financing should have no
budgetary jmpact before 1982. Until that time federal UC tax collections will be
sufficient only to meet existing program needs. Then, it is estimated that collec-
tions will exceed current operating costs and permit repayment of general fund
advances made during fiscal years 1975 through 1977.

If our recommendation is adopted, future federal UC tax collections will be
reduced to a level consistent with program needs at that time. The effect is to for-
give the Federal Unemployment Insurance Fund’s indebtedness for all FSB costs.
Of the bills pending before the Committee, S, 604 would provide for this forgive-
ness and fund both past and future FSB costs from general revenues. H.R. 4800
would provide for general revenue funding for future FSB costs only. We recom-
mend the approach offered by 8. 604.

CONCLUSIONS

In conclusion, the National Chamber recommends:

Against extension of the FSB program, and

Blimination of the requirement to repay advances from the general fund of the
Treasury for the prior costs of the FSB program.

However, should the Senate agree with the House of Representatives on extend-
ing the program, we recommend : - ’ -

Reducing the maximum number of weeks of FSB benefits from 26 to 13;

Adopting a strong work test ; and

Financing future and past F'SB costs through general revenues.

We thank you for this opportunity to express our views on this important issue.
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‘Senator Byrp. The next witness is Mr. Robert E. Matson.

STATEMENT OF ROBERT E. MATSON, MANAGER OF STATE TAXES
OF THE BETHLEHEM STEEL CORP., ON BEHALF OF THE SOCIAL
LEGISLATION COMMITTEE OF THE COUNCIL OF STATE CHAM-
BERS OF COMMERCE, ACCOMPANIED BY WILLIAM R. BROWN,
ASSOCIATE RESEARCH DIRECTOR

Mr. MaTsoN. 1 would just like to make one or two points, I want
to point out that I serve as one of the employer representatives on
the Federal Advisory Council on Unemployment Insurance to the
U.S. Department of Labor. Also, I would like to point out that the
business conununity generally supports employer payroll tax financing
of unemployment benefits for laid off or former employees for up to
39 weeks-=in most States, this means 26 weeks of regular benefits and
13 weeks of the Federal-State extended benefits.

Wae do not believe that the employer obligation to former employees
should extend beyond 39 weeks.

This committee and the Senate has in the past recognized the
validity of this position by voting in favor of general revenue financing
of the FSB program. The House in the past has not been willing to
agree with the Senate position in favor of general revenue financing.
The result is that employers now have an obligation to repay through
the FUTA. payroll tax over $5 billion in “repayable advances” which
were made from general revenues. -

The Ways and Means Committee report (No. 95-82) accompanyin
H.R. 4800 explains the reason for the section 301 financing of g:SI%
after March 31, 1977 from general revenues.

Not only is the validity of general financing recognized in the
Ways and Means Committe> report, but general revenue financing of
FSDB from the beginning has received widespread support from State
administrators, nﬁ major general business organizations, the AFL~
CIO and the Federal Advisory Council on Unemployment Insurance.

The Federal Advisory Council on Unemployment Insurance on
which I have the honor of serving as an employer representative, has
on several occasions voted unanimously in favor of general revenue
from the beginning of the FSB program. The most recent recom-
mendation of the .Advisory Council to the Secretary of Labor in this
regard was agreed to by the Council on March 3 of this year after the
Ways and Means Committee had agreed to only “prospective” general
revenue financing. The recommendation which was agreed to upon
the motion of the representative of the AFL~CIO, Mr. James O’Brien,
specifically provided that general revenue financing be hoth prospec-
tive and retroactive to the start of the FSB program.

We strongly urge this committee to amend H.R. 4800 to provide for
full general revenue financing of the FSB program—past, present, and
future.

Senator Byrn. Do you recommend the comnmiittee approve that ?

Mr. Matson. That the committee amend the bill to provide for

that.
Senator Byrn. Where do you anticipate getting the $7 billion ¢

—
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Mr. Matson. If you look at the unemployment situation as it
occurred, it did not come about as a result of the employer community,
it came about as a result of the economic situation in the country. Why
penalize the employer community, asking them to pick up and pay the
cost that the general public should bear?

Senator Byrp. I am not taking exception to that, what you are
saying. I am just wondering what is your recommendation to get the
$7 billion t

Mr. MamsoN. We have not addressed ourselves to that. Maybe the

ntlemen on either side of me has addressed himself ; I have not given
it much consideration.

Mr. Brown, If I might, in that regard, I think that we should make
it clear that the money is coming from the general revenue now. I¢
is already part of the national debt. What we are talking is the longer
run picture,

In regard to Senator Hansen’s position on inflation, there is no way
to tell whether this would add to inflationary pressure in years in the
future when there may be sufficient money produced by the payroll
tax to start repaying the general fund.

You see, it has come out of the %eneral fund, because there has not
been sufficient money produced by the payroll tax. What we are saying
is in the future it should continue to come from the general revenue
fund and the employer should not be expected to pick up that obliga-
tion to repay the general revenue fund and thereby be penalized when
they hire additional employees, because their payroll tax is going to be
higher than it would necessarily have to be otherwise.

We should look at the penalty that is being placed on the employer
by usiniethe payroll tax in this matter. The p%‘yroll tax is going to
have to bear a great deal of additional burden. The State UCg payroll
tax rates increased by over one-third last year, and there will be a much
greater increase this year.

To expect the employer to meet this repayment obligation in the
future will penalize the employers’ ability to create new jobs and will
be contrary to the basic concepts of the unemployment insurance
program.

We feel that the Senate was correct in believing this should have
been financed by general revenue in the first place.

A mistake was made; the Senate should stick by their guns on this
and correct the mistake that was made in past legislation by the in-
sistence of the House.

Senator Byrp. You are recommending, ag I understand it, the for-
giveness of the general revenue loans, retroactively as well as pros-
pectively, are you not ?

Mur. Brown. That is correct. -

Senator Byrp. The cost will approximate $7 billion.

Mr. MaTsoN. As we understand it. )

Mr. Romia. The thrust of this general revenue funding recommen-
dation, that has been offered by ulﬁ)f the witnesses that have preceded
us with the exception of the administration, is to reduce FUTA tax
revenues somewhere around 1982. They would be reduced, judging by
the Finance Committee print, by approximately $900 million per year.
That would be the inflationary potential that would occur at approxi-
mately that point in time because we would be reducing revenues.
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Senator Byro. I was not so much seeking the inflationary impact as
to where you thought Government could best get the $7 biﬁ’ion.

Both withesses on other matters of this type say do not worry about
that. Just add it to the debt. No one has to pay forit.

That is one way of handling it, I suppose.

Mr. Romia. We would prefer, as we indicated here, that the FSB
program not be continue(f) and, therefore, we would not increase the
debt any further. Also, whether you finance this through a continua-
tion of FUTA tax or general funging, we are still going to increase the
deficit. There are no F%TA funds to pay for this program.

There will be no FUTA funds until 1982 at which point there
should be an excess of FUTA tax collections over the nceds for cur-
rent operating need.

What concerns us, is the concept that the employer should bear the
responsibility for long-term unemployment. We believe that the em-
ployer does have the responsibility for financing short-term unemploy-
ment associated with his employment patterns. Consequently, we do
endorse employer responsibility for paying for the full costs of the
unemployment program, the benefits and the administration, for pe-
riods of up to 9 months.

We do feel at that point, for someone who has been unemployed for
that period of time, his continued unemployment is due to other fac-
tors. Other than his original unemployment.

Senator Byro. Your thinking is that the general revenues would be
utilized only after the first 39 weeks, not during the period after that?

Mr. Romra. That is correct. We do not recommenc{ that States who
have borrowed funds to meet their payments for the first 39 weeks
should have those funds forgiven. 'I‘Eat is part of the responsibility
that we believe the employers have agreed on. On the other hand we
have never supported FUTA funding of FSB.

Senator Byrp. You do not now support it ¢

Mr. Romia. That is correct, sir.

Senator Byrp. Thank you.

Senator Dole ?

Senator DoLe. You support that provision in the Javits bill both
prospectively and retroactively to January 1974 ¢

Mr. Romia. Most definitely.

Senator DoLe. Do you support anything else in his bill?

Mr. Rommia. Not much. -

Senator DoLg. Is this free enterprise or just free, that we are hear-
in{ithis morning?

{r. Romia. We are trying to accomplish a principle—

Senator Dore. I think you are probably right. At the end of 39
weeks it ceases to become insurance and becomes welfare, or something.

Do you have the same view on social security

Mr. Romia. No, sir. We have taken a position at the U.S. Chamber
of Commerce—— .

Senator DoLe. You want to dip into the general revenue on that?

Mz. Romia. No sir. If T may digress without going too far afield. We
are apprehensive about the delays in taking action on bringing addi-
tional funds into the social security system. In a sense, this has a rela-
tionship to our concerns here.
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We face increasing payroll taxes, not only for unemployment com-
pensation, but social security as well. All of this is going to have some
employment connotations; as we add to the burden of taking someone
into the program you are going to make it tougher to add people to
your payroll, :

Senator DoLe. That is why I raised the question; you do have some
of the same principles involved and it does have an impact similarly.
I do not know how the young generation of the work forces is going
to understand Congress raising their social security taxes. They pay
. more now than they do in income taxes. There will be a revolt one of

these days.

Do you know of any employer abuses?

\ Mr. Romig. Yes, sir, We could document some abuses. We have heard
’ that there are situations. In fact the most recent issue_of Nation's
Business magazine, which the Chamber publishes, features a discussion
of unemployment compensation, including abuses, and what the States
are attempting to do to reduce these abuses.

In that article, I think there was a reference to some employer abuses
as well as employee abuses—I might cite that for you.

Senator DoLk. I will get that. I assume there are some. .

Mr. Rouia. I think the one I hear most oftentimes is the false ac-
count. Here an employer sets up a false account and then immediately
submits layoffs before he has actually contributed tax collections. It
isan outright fraud. They are really not employers.

1 S_em;tor Dore. I assume you are opposed to a national triggering
evice -

Mr. Romie. When you go to a national trigger you make FSB bene-
fits available in areas where the job market is quite good and you are
really encouraging work disincentive. When you go in the opposite
direction, to the area triggers, you are targeting to the real, tough
labor market areas. Certainly there is some attraction to that.

The difficulty, of course, as was teatified to this morning, it becomes
administratively difficult to administer. Second, you start getting
some real inequitable situations, as Senator Talmadge pointed out
this morning.

I think that this is why everyone had agreed earlier that the State
trigger seamed most satisfactory. There are fewer disincentives and
fewer inequities. We are best off with State triggers if we are to con-
tinue this program. - :

' Senator Dote. It seems to me if you do not have a State trigger you
are really in trouble.

Mr. Romic. We are in trouble because we have not fashioned a dove-
tailing of the components of the manpower program. People on UC
shoulc% be getting job placement and training. We do not have that.
That is not working now. There is no reason why someone drawing

—mnemployment for 50 weeks has never once walked into the place-

ment office or been evalusted for retraining. Yet it is occurring out

there.

Senator DoLe. I agree with that. It seems to me that there may be
some deserving unemployed who cannot participate because of the
State trigger. I do not know whether we should say if we cannot ad-

mimster it wa will dismissit.

844701748
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Mr. Roaia. There is an attraction for an area trigger. That is where
the tight job market is. It just lends itself to some administrative
roblems and some basic equity questions where two neighbors could
o residing next to one another, one commuting to one work district,

another to another labor market area. ) .
Senator Dore. That would be an exception. As with any Federal

program, there are going to be some horror stories, and most of them

are true. . . o
Mr. Roarta. Ideally, if you want to go to the area triggers, eliminate

the State triggers.
Senator DorE. Thank you.
Senator Byrp. Thank you, gentlemen.
[The prepared statement of Mr. Matson follows:]

STATEMENT OF ROBERT E. MATSON IN BEHALY oF COUNCIL OF STATE CHAMBERS OF
COMMERCE SOOIAL LEGISLATION COMMITTEE

H.R. 4800 FEDERAL SUPPLEMENTAIL BENEFITS

My name is Robert E. Matson. I am manager of State Taxes for Bethlehem
Steel Corporation. I serve as one of the employer representatives on the Federal
Advisory Council on Unemployment Insurance to the U.8. Department of Labor.
Today I am apeparing before this Committee as a member of and in behalf of
the Soclal Legislation Committee of the Council of State Chambers of Commerce.

Accompanying me is Willlam R. Brown, Assoclate Research Director of the

Council,

1 wish to discuss just one aspect of H.R. 4800—financing—specifically the fail-
ure of the House bill to provide for general revenue financing of the more than
$5 billion in Federal Supplemental Benefits (FSB) already expended.

EMPLOYER FINANCIAL OBLIGATION SBHOULD END AFTER 88 WEEKS

The business community generally supports employer payroll tax financing of
unemployment benefits for laid off or former employees for up to 39 weeks—in
most States this means 26 weeks of regular benefits and 13 weeks of the Federal-
State extended benefits. We do not believe that the employer obligation to former
employees should extend beyond 39 weeks. After 30 weeks of unemployment, if
public benefits of any kind are provided, we belleve that the serlous economic
setbacks are responsible for such extended periods of unemployment and it is
the obligation of the public in general to pay for them—not just one segment of
the taxpaying community—the employer.

This Committee and the Senate has in the past recognized the validity of this
position by voting in favor of general revenue financing of the ¥FSB program.
The House in the past has not been willing to agree with the Senate position in
favor of general revenue flnancing. The result is that employers now have an
obligation to repay through the FUTA payroll tax over $5 billion in “repayable
advances” which were made from general revenues.

WAYS8 AND MEANS RECOGNIZES Vmﬂ? OF GENERAL REVENUE FINANCING PRINCIPLE

The House Ways and Means Committee has now recognized the validity of the
general revenue financing principle for benefits beyond 39 weeks. Section 103 of
H.R. 4800 would provide for Federal general revenue financing of any FSB paid
for weeks of unemployment after March 31, 1977. However, H.R. 4800 makes no
provision for general revenue financing of the more than $5 billion in supple-
mental benefits that have already been spent as repayable advances from general
revenues.

The Ways and Means Committee report (No. 95-82) accompanying H.R. 4800
explains the reason for the Section 301 financing of F'SB after March 31, 1977
from general reventes as follows :

“It is the position of the commitice that after a person has exhausted regular
and extended benefits the reason for his unemployment can no longer be attrib-
uted to his previous employers. Therefore, the financing of any additional un-
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employment compensation benefits should be shifted from employer-paid payroll

taxes to general revenues.”
This principle, which is so well stated in the Ways and Means Committee

report, 18 just as applicable to the past FSB program as to the future.

WIDESPREAD S8UPPORT FOR GENERAL REVENUE FINANCING

Not only is the validity of general revenue financing recognized in the Ways
and Means Committee report, but general revenue financing of FSB from the
beginning has received widespread support from State administrators, all major
general business organizations, the AFL-CIO, and the Federal Advisory Coun-

cil on Unemployment Insurance.

The Federal Advisory Council on Unemployment Insurance on which I have
the honor of serving as an employer representative, has on several occasions
voted unanimously in favor of general revenue financing from the beginning
of the F'SB program. The most recent recommendation of the Advisory Council
to the Secretary of Labor in this regard was agreed to by the Counc!l on
March 3 of this year after the Ways and Means Committee had agreed to only
“prospective"” general revenue financing. The recommendation which was agreed
to upon the motion of the representative of the AFL~CIO, Mr, James O'Brien,
specifically provided that general revenue financing be both prospective and
retroactive to the start of the FSB program.

CONCLUSION

With the Federal unemployment tax rate having been increased January 1
of this year; with the taxable wage base due to increase next year; with State
UC tax rates up by one-third last year and much greater increases expected
this year; and with additional Social Security payroll taxes being needed in
the near future, it {8 no time to expect the employer payroll tax to repay the
more than $5 billion in advances for past FSB.

We strongly urge this Committee to amend H.R. 4800 to provide for full gen-
eral revenue financing of the FSB program—past, present, and future.

Senator Byrp. The next witness is Mr. Glenn Jackson, legislative

representative, National Taxpayers Union. -

STATEMENT OF GLENN JACKSON, LEGISLATIVE REPRESENTATIVE,
NATIONAL TAXPAYERS UNION

Mr. Jackson. Over the last 2 years, Congress has made unem-
ployment insurance benefits available beyond the permanent 39 week
{)rogmm. This Federal supplement benefit program will expire short-
v, and Congress must decxge if an extension is warranted,

The National Taxpayers Union, speaking on behalf of our 335,000
members, opposes any extrnsion of the FSB program. Do not mis-
understand our position. We recognize the need to provide support
for the involuntarily unemployed. Available evidence suggests, how-
ever, that 39 weeks of benefits are sufficient and that long-term ben-
efits have created substantial work disincentives.

Supporting this conclusion are the unemployment statistics them-
selves. Although our unemployment rate 1s high, the duration of
unemployment is normally far less than 39 weeks. According to the
Labor Department’s employment and earnings report, about 70 per-
cent of the jobless leave the unemployment rolls withiti 15 weeks.
Another 10 percent drop out in the following 10 weeks. The fact that
well over 80 percent of the unemployed are capable of finding an
alternative within 25 weeks indicate that a 39-week program is ample.

Empirical research eonfirms that extended benefit duration creates
substantial work disincentives. One such study was conducted for the
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Labor Department by the Public Research Institute. Their report
estimated that extending unemployment insurance benefits from 26 to
65 weeks, along with liberalized eligibility requirements, could be ex-
pected to increase the unemployment rate from one-half to nine-tonths
of 1 percent.

I would like to briefly discuss two reports recently issued by the
Labor Department. They are important because both conclude that
no significant work disincentives were created by the recent benefit.
extension. Close examination of these studies reveals, however, that
neither provides such evidence. .

One of the studies, entitled “Federal Supplemental Benefit Post-
IExhaustion Study,” was a mail survey of individuals who had previ-
ously exhausted their benefits, The sample included residents of New
York, California, Missouri, Nevada, and Wisconsin. This report
found little evidence “that.long-term beneficiaries ‘ride with’ the
system then immediately take jobs or leave the labor force.”

Unfortunately, several flaws effectively destroy the credibility of
the survey and this conclusion.

One of the survey’s problems is the disproportionately high num-
ber of older respondents. In three States surveyed, 70 percent or
more of the sample were over age 45. Yet in those same States, the
actual percentage of exhaustees over 45 ranged between only 33 and
49 percent. By all accounts, older exhaustees are less likely to obtain
reemployment than younger individuals. Thus odds were heavily
weighed against this study finding evidence of disincentives due to
the sample’s bias.

The extraordinarily high response rate is another factor casting
doubt upon the reliability of this survey. The Department reported
that response rates were 92, 89, 72, and 67 percent. Anyone experi-
enced with mail survey techniques will recognize that such rates are
virtually unimaginable, A 50 percent rate of response to such surveys
is generally considered excellent. These highly irregular rates of re-
turn cast further doubt on the accuracy of the findings.

Finally, it is fair to question whether or not respondents could
bo expected to respond candidly to this survey. I find it difficult to
believe that respondents woulci, actually admit to their respective
State labor departments, who administered the survey, that they
drew benefits rather than working.

The second report which the Labor Department cites as disproving
the disincentive hypothesis was conducted by a private contractor,
Mathematica Policy Research, Inc. of Princeton, N.J. In this far
more sophisticated study interviews were conducted with a large
sample of recipients at three intervals, the last interviews coming
approximately 1 year after the first,

ut this study does not directly address the issue of work disincen-
tives. Two of those who worked with Mathematica on this project
have, on their own, examined the data for evidence of disincentives.
Their conclusion is that significant disincentives were created by the
oxtension of unemployment benefits. In their paper, “A Job Search
Model of the Effect of Extended Unemployment Benefits on Re-
Employment,” the authors suggest the F§B program increased the
likely duration of unemployment for exhaustees by 9.4 weeks or
more. The amount is substantial. It represents roughly half the
average unemployment duration of all unemployed workers.
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In summary, the latest available evidence confirms commonsense:
extended benefits do create significant work disincentives.

Recent press accounts also provide indications that jobs are avail-
able, even though those jobs niay not be the most desirable for the
highest paying. Indeed, a recent story in the Washington Post of
March 5 described a rally of the unemployed called to protest the
possible lapse of FSB. Those present also denounced a proposal that
might require recipients to accept available work.

“Slave labor,” the requirement was termed. The fear of such a
clause apparently indicates that its enforcement would significantly
reduce the unemployment rolls. -

How can the Government expect taxpayers to support an exten-
sion? Currently a taxpayer must work about 5 months each year
to pay his Federal, State and local taxes. This proposed benefit exten-
sion would take a portion of those hard-earned dollars and give themn
to individuals who choose not to work, because available openings are
not satisfactory. . .

An extension of the FSB program will cost money the Govern-
ment does not have, it will perpetuate high unemployment levels, and
it will fail to substantially help those incapable of finding employ-
ment. .

The permanent 39 weeks program is sufficient. The National Tax-
payers Union asks you to vote against an extension of the Federal
supplemental benefits program.

Thank you.

Senator Byrp. Thank you, Mr. Jackson.

It is interesting to note from page 14 of the staff report, commit-
tee report, that the total number of beneficiaries which utilize the
Emergency Unemployment Compensation Act of 1974, that although
Virginia has the 12th largest population in the country, only four
States have fewer individuals utilizing that program.

Virginia has 1,282; Alaska, which is 10 percent of the population
of Virginia, had 1,126 ; New Hampshire had 777; North Dakota, (46,
and Wyoming, 89. )

Of those who had exhausted benefits, only two States had less indi-
viduals exhausting the benefits. Virginia had 39, New Hampshire had
25, Wyoming had 3.

I am pleased to see that Virginia has shown up so well. It may be
that Virginia has a somewhat, shall we say, sounder government than
maybe some other States have.

I think it is a tribute also to the working people of our State; our
people, those who are the working people of Virginia are very sound
individuals and T see a great deal of them. T see them in the factories,
ix} s;) many places that T go around in Virginia and T am so very proud
of them.

That statistics and the records show that the Virginians who are
working in companies and industrial plants and otherwise employed,
that they want to bet back into a job at the earliest opportunity. and
T think the philosophy of the Virginia people is just sn sound. That
is why these statistics show up so well.

In any case, I am very proud of Virginia’s record.

Mr. Jackson, would you supply for the record a copy of the study
that you referred to on page 3 of your statement in which the authors

\
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conclude that unemployment benefits create significant work dis-

incentive?
Mz, Jackson. Certainly.
Senator Byrp. Thank you.
Thank you, Mr. Jackson.
[The following study was submitted by Mr. Jackson:]

A JoB SEARCH MODEL OF THE EFFECT OF EXTENDED UNEMPLOYMENT INSURANCE
BENEFITS ON RE-EMPLOYMENT -

(By Adrian Dillon and Walter Nicholson ')

Paper to be presented at the Annual Meetings of the American Economic
Association, Atlantic City, New Jersey, September 18, 1976,

INTRODUCTION

The mean duration of unemployment increases greatly in recessionary periods.
During each the major post-war recessions the proportion of the unemployed
who have been unemployed 15 weeks or longer has more than doubled from pre-
recession levels. In response, Unemployment Insurance (UI) benefit durations
have been frequently extended on a temporary basis. Such programs were
implemented in 1958, 1061, and 1971. These provided extensions amounting to
50 percent of a UI claimant’s regular entitlement (usually a maximum of 26

“weeks of regular benefits) up to a maximum of 13 additional weeks of coverage.

Under the Federal-State Unemployment Compensation Act of 1971 a permanent
program of such extensions was enacted (EB). The Act mandated that exten-
sions were automatically to come into effect whenever the insured unemployment
rate in a state rises above some “triggering” level. During the 1974-75 recession
extensions were triggered on in all states.® In addition, the sharpness of economic
down turn in late 1974 led Congress to adopt further emergency extensions in
the duration of Ul coverage through the Federal Supplemental Benefits Program
(FS8B). Under that program UI claimants were able to collect additional benefits
equal to 100 percent of their regular UI eligibility up to a maximum of 26
additional weeks. Consequently, current law permits a UI claimant to collect
up to 65 weeks of benefits: 26 weeks of regular benefits, 13 weeks of regular
extensions (EB), and 26 weeks of emergency extensions (FSB).?

Adoption of such major extensions in UI durations has raised several questions
ahout their overall desirability as a way of providing income protection to
unemployed workers. Questions of equity have been raised about policies of
relatively long-term income support that tie payments to prior employment
history rather than to direct measures of family need. Questions of efficiency
have been raised about the possible disincentive effects of such policies on job
search activity and on the willingness of unemployed workers to take jobs. A
major focus of this paper is on this second isue. By examining a sample of indi-
viduals who in early 1975 became eligible for extended beneflts, the paper at-
tempts to estimate the effect these extensions had on their labor force activity.
A more general purpose of the paper is to develop a model of the hehavior of
unemployed job seekers and to test that model empirically.

The paper is divided into six additional sections, The first offers a general
analysis of the theory of job search by unemployed workers with particular
attention to the specification of search strategies, Data from a longitudinal sam-
ple of over 2,000 individuals who exhausted their UI benefits in October, 1974
will be used to estimate this model and these data are briefly discussed in section
two. This is followed in section three by a presentation of the empirical results
for the job search model. In section four the discussion centers on the benefit

1 The authors are respectively graduate and Associate Professor of Economics, Amherst
College, They are nlso associated with Mathematica Policy Research. Data used in tais
naper were collected by Mathematica Policy Research under contract to the Employment and
Tralning Administration, U.8. Department of Labor. Computations for the paper were
made at the Computer Center, University of Massachusetts, Amherst.

$TFor many states the triggering mechanism was overridden by Congressional action
in Iate 1974 and the EB program came into.effect prior to the dafe it would have under

existing law.
3In states with low insured unemployment rates, F'SB benefits were cut back to 18

weeks in 1976,
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eXtensions in early 1975 and on the ways In which the effects of these extensions
might be estimated. Section five presents these empirical estimates. Finally,
section six concludes by assessing the policy significance of the findings.

1. A theory of job searoh by unemployed workers

In an effort to understand the-miereeconomic foundations of lahor market
activity, economists have devoted considerable attention to the process by which
individuals look for jobs.! Initial research on this subject focused on the prob-
lem of choice of an acceptance (or “reservation”) wage rate. Workers were
viewed as recelving one job offer per period and that offer had to be accepted
or rejected before another arrived. Specification of a reservation wage provides
an optimal stopping Tule for this process: an ofter that exceeds this wage is
accepted: one that falls short is rejected. More recently job search theory has
stressed a second aspect of the search process: the intensity of search effort.
Rather than being Hmited to one job offer per period, an individual must choose
the number of offers to be generated. The two elements of the individual's search
strategy (reservation wage rate and search intensity) then combine (together
with the strength of the labor market) to determine the length of time the
searcher takes to find work. In this section we offer a further summary of this
model of job search and conclude with a model for empirical estimation.

Choice of a job search strategy is one aspect of optimal investment in human
capital. By equating the marginal benefits and marginal costs of additional
search, individuals maximize their human wealth, Because job search is a
sequential process a necessary part of any strategy is a decision on when to stop.
One way of specifying a stopping rule is with a minimum reservation wage
below which job offers will be rejected. Choice of such a wage involves two
tybes of 1mtentiul errors : a wage +et too low may result in accepting a job that
offers an carnings stream inferior to other obtainable possibilities; too high a

reservation wage may, on the other hand, result in a prolongation of search with
a concommitant loss in earnings.” An optimally chosen reservation wage will, at
the margin, equate the costs of these two potential errors.

Three specific influences on individual's chofce of a reservation wage might be
mentioned : the individual’s skill level, sources of ficome support while searching,
and the effect of time. The first of these should have a positive effect on reserva-
tion wages. Measures of human capital are indicators of productivity and hence
of the types of wage offers an individual might expect. A highly skilled worker
would not accept a low wage offer since this would foreclose the possgibility of
obtaining another offer of higher value. Income support should also have a posi-
tive effect on reservation wages. Such support permits a searcher to be more
particular about his or her job choice and effectively reduces the cost of additional
seitrceh, Ownership of liquid assets should have a sgimilar.effect—especially to the
extent such assets are being held as a buffer to income fluctuations. Finally,
elapsed time of searching would be expected to affect the benefits and costs of
further search and should therefore affect reservation wages. Most authors have
assumed this effect to be negative: longer unemployment durations should,
ccteris paribus, canse individuals to reduce their reservation wages. Reasons for
expecting this decline include : diminishing marginal utility of leisure associated
with more lengthy unemployment periods; an individual’s finite life time which
implies that a longer unemployment spell reduces the duration of (and hence
the present value of) post-search employment ; and the belief that more accurate
information about the true distribution of job offers will be generated over time
thereby leading individuals to adopt more reasonable (and presumably lower)
reservation wage rates. While none of these arguments is by itself persuasive,
together they imply that the relationship between duration of unemployment
and reservation wages is not likely to be positive,

In addition to deciding on when to stop searching, an unemployed worker
must also decide the resources (primarily time) to be devoted to search activity.
Since the level of such search intensity will determine the number of job offers
generated per period, additional resources should be invested up to the point at
which the expected value of the last offer generated is equal to the cost of gen-
erating it. Because such benefits and costs differ greatly among individuals, the
level of search intensity would be expected to exhibit a similarly ‘wide variation.

1 See for exam

8]0. Gronau (1971), Holt (1870), McCall (1970). Mortensin (1870),
and Mortenson (1976).

-
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Skill levels, sources of income support, and unemployment duration could
also be expected to affect job search effort. Since higher skills reflect higher po-
tential earnings streams, individuals with such skills would be expected to
look for work harder in order to capitalize on them. Income support reduces
the need to find employment and therefore should reduce search intensity. Fin-
ally, a negative relationship between search effort and unemployment duration
would be expected since least costly ways of generating job offers will be used
early in an unemployment spell and the marginal cost of generating additional
offers will rise over time. ,

Since reservation wages and search intensity are determined simultaneously
by an individual as part of an overall search strategy, trade-offs among these
components should be observed. In particular, high levels of search intensity
may be positively correlated with high reservation wages for individuals who
adopt a high effort—high payoff search strategy. In addition, choice of search
strategy will have an important effect on the probability of finding a job during
a given time interval. Hence, search strategy will help to determine unemploy-
ment durations. Additional search effort should raise the probability of reem-
ployment (reduce unemployment duration) whereas higher reservation should,
ceteris paribus, have the opposite effect. And, as mentioned above, unemployment
duration should bave important feedbacks in determining the search strategy
employed. Consequently, reservation wages (RW), search intensity (SI), and
unemployment duration (D), are endogenously determined by individuals en-
gaged in the search process. A simple three equation model of this behavior can

be written as:

RW=ao+a8T+a:D+a:X + U (1)
SI=by+bRW+bsD+5X+ Uy (2)
D=cy+ctRW+cs8I+c; X4 Us (3)

Where X represents a vector of exogenous variables including skill levels, income
so - <8, and other economic and demographic characteristics. Our theory suggests
thac ;50, a:< 0, b, >0, b:<0, ¢;<0, and ¢;>0. Signs of the many coefficients of
the exogenous variables are also predictable on theoretical grounds and those
predictions will be summarized in the next section teogether with a discussion of
the data set with which we intend to estimate equations (1)-(3).

II. Dezseription of the data base

The job search model specified in the previous section will be estimated using
data gathered as part of a longitudinal survey of over 2,000 individuals who ex-
hausted their unemployment msurance benefits in October, 1974. Individuals
in the sample were located in four representative urban areas (Atlanta, Balti-
more, Chicago and Seattle). They were interviewed in their local UI office at
the time of henctit exhaustion and four months later (February, 1975) in their
homes,! The interviews contain a variety of detailed information about the back-
grounds of the exhaustees and (of particular relevance to this paper) about the
ways in which they look for work. Although the original purpose of the study
was to examine the behavior of individuals who had exhausted their UT entitle-
ment, adoption of benefit extensions in late 1974 re-established UI eligibility for
most people in the sample. Their renewed eligibility (which could not have
been anticipated either by the exhaustees or by those involved in the design
of the survey) provides the opportunity to estimate the effect of benefit exten-
sions on individuals in the sample and that subject will be investigated in later
sactions. First, however, we present estimates of the job search model derived
from the initial interview,

Our sample is restricted to those exhaustees who: (a) completed both inter-
views; (b) were not employed at the time of henefit exhaustion; (¢) were not
out of the labor force (by the standard CPS criterla) at the second interview;
and (d) provided all necessary data for estimation of the model.

U These data were collected by Mathematica Policy Research under contract to
the Employment and Training Administration, N.J. Department of Lahor. Details of
the study are described in W. Nicholson and W. Corson. “A ILongitudinal Study
of Unemployment Insurance Exhaustees” (Princeton., Mathematica Polley Research,
1076). A third iInterview was administered to the sample in November, 1075, but
the results of that interview are not reported here. : N
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That subsample numbers 827. Summary data for the sample are presented in
Table 1. The first five rows of the table report basic economic and demographic
characteristics of the sample. While we will not discuss these in detall, it is worth
nothing that the sample has a relatively high mean age (although there is
considerable variability about that mean) and overrepresents white females and
blacks of Loth sexes relative to their Incidence in the labor force as a whole.
Rows 6-8 of Table 1 report the basic endogenous variables to be used in imple-
menting the job search model (equations 1-3). The reservation wage data (row
6) represents respondents’ auswers to the question, “What is the lowest weekly
wage at which you would be willing to go to work now?" combined with data

. on anticipated hours of work. These data appear (at least on average) to be

correlated with the wage rate of the job held prior to becoming unemployed.
There is sufficient variability in that sample relationship however, to suggest
that additional determinants should also be considered.

As our measure_of search intensity we have chosen the number of employer
contacts made in the four week period prior to the Wave 1. Such contacts
probably accurately reflect the number of job offers generated during the period
and therefore are the measure appropriate for our model.! On average individuals
in the sample made about 2.5 employer contacts per week. Both telephone and
in person contacts are included in that figure. The sample standard deviation
in the number of contacts is 16.6 implying substantial variation in individuals

job search efforts.

TABLE 1.—SUMMARY CHARACTERISTICS OF THE EXHAUSTEE SAMPLE

. White White Black Black Total

Characteristic males females males females ssmple

1. Mean age (years)..... ..c.ccvunennnn 3.3 2.5 36.2 3.9 39.2

2, Mean education (yenrs). . . 12,0 113 10.4 1.2 1.3
3. Mean weekly income (ot

exhaustees’ earnings)... ’06 $133 1 $118 $100

4. Moan liquid assets...._. .. $3,709 - $2,753 $721 3779 $2, 245

5, S n g 12 .01 .49 $3.87

6. , 85 , 00 5 $3.1 $3.49

2. 10.5 9.1 14.0 9.1 10.6

g. N L7 21.2 24.6 31.2

Ul benefit. ... 50,5 61.5 49.1 60.5 55.2

Number In sample. 3 259 191 134 827

Because many individuals in the sample continued to be unemployed at the
date of the second interview, we cannot measure the duration of completed unem-
ployment spells. Rather, as a measure of the payoff to job search we will use the
probability of having found a job by Wave II, The percent of indlviduals finding
Jjobs is reported in line 8 of Table 1. The average 4-month re-employment rate of
31.2 percent implies a mean unemployment duration of longer than one year from
the date of exhaustion of UI benefits.* That figure reflects the weak labor market
conditions of early 1975, It varies considerably among grovips of exhaustees:
whites were more likely to have found jobs than blacks, and males were more
likely to have done so than females. Below we show that age was also an impor-
tant correlate of re-employment : younger exhiustees were far more likely to have
found jobs than were older ones, . '

The fingl row in Table 1 reports the percent of individual's after-tax weekly
earnings (received on their pre-UI job) replaced by UI henefits. This variable
has been widely regarded as an important measure of the labor force disincen-
tives posed by UI® and it is the variable we will use for that purpose. It is dis-
cussed in more detail in Section IV. ERE

Exogenous variables to be used in the estimation of the job search model are
listed in Table 2. The table also summarizes their expected signs in the equa-
tions on the job search model. For the purposes of Table 2 we have used the prob-

t Other measures of search {intensity (such as number of different job search
methods used or number of times used varfous methods) were highly correlated with
the employer contact data.

$ This culculation assumes a constant probability of re-employment overtime, Although
t‘here are reasons to believe that the probability of re-employment falls over time as more
“employable” exhaustees find jobs, we will udo¥t this widely-used method for transforming
re-employment probabilities into expected duration of unemployment spells, K

3 See for example Feldstein, (1974).
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ability of re-employment as the dependent variable in equation 3 rather than
duration in accordance with our discussion above.

Expected signs in that equation are therefore reversed from those to be expected
in a duration equation, )

A few of the exogenous variables in Table 2 deserve discussion, Predicted signs
of the skill level and income variables have already been analyzed in Section [
and are reflected in the table, It is assumed that family size and the presence of
voung children reduces search intensity because of the competing demands on the
searcher’s time, Union membership is assumed to increase reservation wages but,
because of union-provided search assistance, to reduce intensity. I’ast unemploy-
ment history (other than the duration of the current unemployed spell) does not
affect search strategies, but may refiect an individual’s ¢mployability in ways
not adequately captured by other exogenous variables in the model. This variable
is therefore expected to have a negative effect on re-employment. Finally, car
ownership should reduce the cost of search and increase search intensity.

TABLE 2.—EXOGENOUS VARIABLES AND THEIR PREDICTED EFFECT IN THE JOB SEARCH MODEL

Predicted effect on—
Search Roomg[oymont
X Reservation intensit roba uitz

Variable wage (RW) (COMGC(!) Employed 2)
Pre-Ul wage SProwago).. + + 2
Age-sex-race Interactions a 2 a
Education (Fducation). . . + + +
Prior job training (Jobln!::‘) + b +
Number of children (Nchildren)....... b - a
Number of oun{'chlldten (Youngchild).. b - a
Union member (Union).. .. ... ....._.._.... + - b
Total weeks ployed in last 3 yrs (Wee) b b -
Weekly family income (Income).. + - -
Total liquid assets (Liqassets) + b b
Car ownershlp (Havecar). ) + a
Site .a a a —

a—No prediction. . o .
b—O0mitted, coefficient assumed to be 0. This permits identification ci the equations.

III. Estimation of the job search model -

In this section we present results for equations 1 and 2 of the job search model.
There are two reasons why results for equation 3 are not reported here, First,
because we wish to apply the model to estimation of the effects of UI henefit
extension we intend to treat the model as being recursive. A search strategy is
determined at the time of the first interview and this then affects the prob-
ability of finding a job. We discuss estimation of that equation in the next
section. -

A second reason for not estimating a simultaneous duration equation relates to
the nature of the duration variable as measured at Wave I. Since the individuals
in our sample were exhausting their Ul benefits at that time, measured durations
reflect the administrative provisions of the unemployment insurance system
rather than a behaviorally determined completed spell of unemployment. Inter-
pretation of estimation of an equation using this dependent variable would
therefore be ambiguous. Nevertheless, we have argued that duration may affect
search strategy and the variable must be included in equations 1 and 2. To
avoid potential biases arising from that part of duration which is determined
simultaneously with search strategy, the UI duration variable is treated as
endogenous in the search strategy equations which are estimated by two stage
least squares.

Distribution of the three endogenous variables in the job search models were
found to be highly skewed and it was therefore decided to use natural logarithms
of these variables in the estimated equations. For a similar reason, pre-Ul wage
rates were also entered in logarithmic form. Such logarithms are denoted by
1.0G in the regression tables. -
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TABLE 3.~RESERVATION WAGE EQUATION

Coefficiont t ratio
Independent variable:

tocoon s... 10.249 1.86
-.210 -. 85
1M 4.5
. 088 - -, 68
037 .30
..... . 030 02
-, 00} -.23
-, 006 -1, 15
. 012 .97
025 .52
1,118 2.93
Income ($100).. . 1,050 2.9
Ligassets ($1000). ... . oo meeaccic e e cane 1,006 2.74
Havecar .050 1.40
Baltimo -, 130 131
ul.ncgu. ............................ —-.&g -l.;g

80 - - P - -, -
11,26 1.72

[ T T S
Dependent variable: Logrw.?

! Cosfficient significantiy different from zeso at 0.05 fevel (1 tail). .
2 Estimated by 2-s east squares. Additional exogenous nriablols include: number of children, presence of young

children, weeks unemployed past 3 yr, snd net wage replacement on Ul.
Note: R3-—0.264; SE—0.404; F(19,807)—14.44,

Tables 3 and 4 report the job search strategy equations. In general both equa-
tions conform to the a priori expectations outlined earlier. Reservation wages
(Table 3) are positively affected by measures of skill levels and by family income.
There is also evidence that individuals who adopt high effort search strategies
(as measured by the number of employer contaets) also have higher reservation
wage rates. The coefficient of duration is negative (as predicted by theory), but
not significantly different from zero. This may be explained by the problems with
the duration variable outlined above and by the probability that effects of dura-
tion on search diminish as longer durations are examined.' Other variables in the
reservation equation are generally insigniticant. In particular, there is no evi-
dence that younger searchers adopt “unrealistically” high reservation wages as
some authors have suggested.

While estimates for the search intensity equation (Table 4) are soméwhat less
satisfactory than for the reservation wage equation, they also exhibit some in-
teresting findings. Income has a signiticant negative effect on search intensity ax
predicted by our model. Similarly education has the theoretically correct positive
effect although the coefficient just misses being signiticantly different from zero
on a one tail test. The equation shows that older individuals search somewhat less
intensively than younger ones and that individuals in Chicago (possibly because of
compulsory registration with the Employment Service in that site) search more
actively than those elsewhere. Estimated family size effects are contrary to theory
atlhough for those with very young children the effect is in the expected direction.
Neither reservation wages nor duration seem to have any significant effectx in the
contracts equation. Simultaneity in choices of search strategies seems to affect
reservation wages more than it affects the generation of job offers. .

1 Average duration of unemployment at Wave I averaged 26 weeks in the sample.
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TABLE 4.—EMPLOYER CONTACTS EQUATION

CoefMclent t ratio
Independent variable:
0.387 0.40
. 300 3
-, 028 -. 26
-. 531 -1.36
-.278 - 82
1~-,891 1.9
1,015 -2.9
.013 1.56
1,014 1. 62
. 028 2.9
. 058 1.59
1.097 1.90
-.139 -.89
1~ 359 -2.43
1-,097 ~1.89
.077 .29
.312 L0l
. 207 .41
1,883 3.30
-, 752 -9

Coefficient statistically different from zero st 0.05 level (1 tall).
1 Estimated by 2-stage least squares, Additional exogenous variables include: job training, liquld assets, weeks unem-
ployed past 3 yrs, net wage replacement on Ul

Note: R—0.16; SE—1.21; F(19,807)—7.60.

1V. The re-employment equation

Discussion presented in Section YI suggests that the duration equation in the
job search model should be replaced by one using the probability of re-employ-
ment (P) as the dependent variable:

Pz=dy+diRW+diST+dyX + Uy (3"

Here it is hypothesized that ¢:<{0,ds>0, and that the sign of the exogenous vari-
ables are those presented in Table 2. In the context of our present estimation
problem, equation 3’ is not assumed part of a simultaneous system including
equations 1 and 2, but rather as a behavioral equation determined after a job
search strategy has been selected. Consequently, all of the variables on 'the right
side of the equation 3’ are taken as exogenous and ordinary least squares Is the
appropriate estimation procedure.

Equation 8’ is appropriate for estimating re-employment in the absence of U]
eligibility. However, enactment of extended UI coverage in late 1974 provided
an option to individuals in the sample that had not existed previously. There
are a number of ways in which that additional option might be incorporated into
equation 3’, but we will investigate only two of them here. The first such specifi-
cation assumes that the effects of renewed UI eligibility are best represented
by the extent to which UI benefits compensate for potential earnings. If It is
assumed that potential earnings can be measured by earnings on the pre-Ul
job, the “wage replncement ratio” (WR) that has been widely used in other
studies provides a suitable variable.! We make ‘two refinements to that variable.

First, we use a more comprehensive measure of total weekly earnings (in-
cluding tips, bonuses, and in kind benefits). Second we cstimate earnings net of
income and payroll taxes to allow for the fact that earnings are taxed whereas UI
benefits are not.” The resulting wage-replacement ratios are somewhat higher than
the pre-tax wage replacement ratios that are usually reported. Mean values for
this variable are reported in line 9 of Table 1. Adding the WR variable to equa-
tion 3’ yields:

P=do-+ dRW-+dsSI+dsX +dWR+ U (4)

1 For a summary of theoretical considerations concerning wage-replacement ratios and.
of empirical estimates of thelr effects see Hamermesh (1976). .

2The calculated net wage-replacement ratios are of considerable interest in their own
rlfht, For a detalled discussion together with a description of their own construction see
Nicholson and Corson (1978).
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where d.<0 would indicate that renewed UI eligibility reduced potential recip-
fents willingness to take jobs. In the next section we present results for estimat-
ing equation 4. In the estimates we allow d, to differ by age, sex, and race since
these are demographic variables known to affect labor supply behavior.

One difficulty with the specification of equation 4 is that not all individuals
are affected by WR. Implementation of additional UI benefits adds a “kink” to
some individuals’' budget constraints, but only those actually collecting benefits
are fully influenced by that variable. Other individuals (who may Le employed,
ineligible for additional benefits, or may choose not to collect for other reasons)
are affected by WR to a lesser degree, if at all.! In other words, the effect of Ul
benefit extensions should he specified by WR-PROB where PROB represents the
probability that an individual will collect Ul. For £PROB=1 the individual col-
lects UI and WR is an element of his or her budget constraint; for PROB=0
the individual definitely does not collect UI and WR {8 not relevant to behavior.
Intermediate cases can be represented by values of PROB between 0 and 1.
Equation 4 can be altered to take this more complex specification into account as:

P=dy+ i RWHdsSI+ X +dWR-PROB+ Uy _ (5)
where again a finding that d,<0 would be indicative of a work disincentive posed

“by UI Results for estimation of equation 5 (which again permit d, to vary by

age, sex, and race) are presented in the next section.

V. Results A

Tables § and 6 report empirical estimates of the re-employment equations. In
both equations the dependent variable is binary, taking the value 1 if the indi-
vidual was employed at the Wave II interview and the value 0 if he or she was
not. Before examining the estimated effects of the UI benefit extensions a few of
the results for the other exogenous variables might be highlighted. I’¢rhaps most
interesting, search intensity (as measured by employer contacts) has a significant
positive effect on re-employiment. The equations suggest that a doubling of search
effort increases re-employment probability by 3-4 percent (slightly more than
one-tenth of the mean probability). Reservation wages, the other element in job
search strategy, hiave no significant effect on re-employment, however. Collinearity
between reservation wages and skill levels may in part explain our inability to
detect the expected negative effect of RW.* Age and race do have significant effects
on re-employment as do some of the locational dummy variables.

Wage replacement ratios have a significant negative effect on re-employment
in Table 5. The effect becomes less negative with increasing age (it hypothetically
becomes zero at age 69) and is most negative for white males (the omitted cate-
gory in the regression). As an ald to interpretating the estimates, the first row
of Table 7 presents calculated effects of the wage replacement variable evaluated
at the mean ages occurring in the sample. Surprisingly, black males are esti-
mated to have a large positive coeflicient for wage replacement and this reduces
substantially the overall negative effect calculated for the sample, However, the
exhaustee sample over-represents blacks relative to their representation among
UI exhaustees in the population as whole. Reweighting the coefficients to.reflect
this population representation increases the negative effect of wage replacement
substantially as shown in Table 7. -

1This problem 18 similar to that involved in modeling the effects of other transfer pro-
grams (AFDC, Food Stamps, or a “Negative" Income Tax) where individuals may or may

not }mrtlclpute, ‘
S In an attempt to control for skill levels, dummy variables for the industry and oecupa-

tion of the job held prior to going on UI were added to the re-employment equations. These
were not, as a group, statistically significant. -
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TABLE 5.~PROBABILITY OF REEMPLOYMENT WITH WAGE REPLACEMENT

“Coefficient t ratio
!ndc(mdont mlahlo'
2 10.038 3.02
.022 .87
.013 .54
-. 007 -.35
-. 039 -, 34
L, 448 -~3.73
1-,322 2.16
6=, 012 ~4.57
~. 001 -. 67
.003 .15
. 004 .18
1,017 21
049 1.03
-. 001 -. 99
-. 005 -. 36
.031 .8
-. 044 -, 92
~.074 -1.54
1—, 113 ~2.20
1. 483 -2.34
. 007 1.64
. 003 .81
1,014 2.61
. 065 <96
Const, 1,737 4.10
Dependent variable: Employed2.?
1 Coefficlent significantly different from zero at 0.05 level (1 tail),
* Estimated by ordinary feast squares.
Note : R1—0,127; SE—0.439; F(24,802)---4.88,
TABLE 6.—PROBABILITY OF REEMPLOYMENT WITH WAGE REPLACEMENT TIMES PROBABILITY OF
COLLECTING Ul
T Coefficient t ratio
Independent variable:
ogeontac 10.035 2.69
024 .63
013 .55
—. 004 -.19
~. 042 -, 36
1~ 437 -3.60
1,358 -2.41
1011 ~4.66
. 001 14
v, 006 L
1,007 1.66
1,019 2.88
.027 .58
-, 001 -. 78
~-. 005 ~.33
.039 L10
-. 040 .84
-, 064 -1.32
1 —, 106 -1.77
1,735 ~2.06
.010 1.61
. 004 . 80
Wrpbmag: 1,021 2.68
. 002 .29
1.595 3.60

>

dent variable: Employed.?

1 Coefficient significantly different from zero at 0.05 Iml (1 tail).
1 Estimated by ordinary least squares.

Note: Re~0.128; SE—0.438; F(24,802)—4.90.

Table 6 reports the alternative parametrization of the effects of UI by inter-
acting wage replacement with the predicted probability of collecting UI bene-
fits.! Qualitatively, the results of these estimates are similar to those from the

1 This predicted probability is derived from a regression of a binary variable represent-
ing whether or not the individual was collecting extended benefits at Wave II on the

exogenous variables listed In Table 2,
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previous equations. The reweighted coefficient estimate (Table 7) is quite close
to that calculated above if the probability of collecting additional UI benefits
is set equal to .6 (the mean probability observed in the sample over the year

following exhaustion of benefits). An alternatlve (and substantially more nega--

tive) estimate 18 provided by setting the probability of particlpating equal to
1. This alternative may be more appropriate if the coefliclent estimates are to
be applied to the population of individuals who actually collect benefits under the

extended benefits program. -
Our results then suggest that the UI benefit extensions had a significantly

negative effect on the re-employment of individuals who were eligible for them.
In the next section we summarize our conclusions and interpret them within
the more general context of the effects of UI on the labor market.

~  TABLE 7.—-COEFFICIENTS OF WAGE—REPLACEMENT RATIO EVALUATED AT MEAN AGES

Total

White White Black Black Tolsl sample

males females males females sample rewsighted !

Equation 4 cowe  =0.208 ~0.058 0.277 ~0.040 -0,022 ‘ ~-0.100
Equation 5 zwr prob=0.6). : -, 205 ~.084 .232 -. 175 ~.061 -.120
Equation 5 (for prob=1).. -, 342 -. 140 .387 -, 292 ~.102 -, 200

1 Rewsighted to reflect national race—sex composition of regular Ul exhaustess.

VI. Conolusion and interpretation

The job search model developed in Section I of this paper has beem shown to
be supported reasonably well by data from the sample of UI exhaustees. Equa-
tions explaining two principal components of search strategy (reservation wages
and search intensity) were shown to conform to a priori expectations and to
exhibit some trade-offs among the components. The intensity of search effort was
also found to have a significant positive effect on re-employment. Contrary to
expectations, however, reservation wages had no statistically significant effect
on re-employment success. )

Application of the job search :nodel to assessing the effects of UI benefit
extensions on the re-employment experiences of the exhaustees yielded signifi-
cantly negative coefficient estimates, Those coefficients (when welighted to reflect
the national profile of UI exhaustees) suggest that re-employment rates over a
4 month interval were between 5 and 10 percent lower * than they would have been
in the absence of the extensions. Even the lower of these estimates implies a
difference in weekly re-employment rates of nearly 20 percent (2.49 percent per
week in the absence of the extensions, 2.02 percent per week in their presence).
They imply a similar differential in expected unemployment duration from the
date of the Wave I interview (40.2 weeks versus 49.6 weeks). That 0.4 week
difference in unemployment duration is quite large. If applied to all individuals
who ever collected under the FSB program in 1975 (approximately 2.7 million
individuals) it would imply a 6.25 percent increase in total weeks of unem-
ployed experienced by the clvilian labor force over what it would have been in
the program’s absence.® The measured unemployiiient rate in 1975 would also
have been commensurately higher than in the program’s absence.

Of course such “back of the envelope” calculations should be made with cau-
tion. The exhaustee sample may not represent the typical FSB claimant in 1975
(most individuals in the sample had lost their jobs in early 1974 rather than in
the sharp downturn later in the year) and it may exhibit pecullarities unique to
the survey sites. In addition, the disincentive estimates may not be robust to
alternative parametrizations of the benefit extensions. Finally, it should be
recognized that no “natural experiment” (such as represented by the unexpected
extension of benefits to the exhaustee sample) can substitute for a carefully
controlled experiment designed to test the disincentive hypothesis.

1 This figure is calculated by taking the product of the weighted coeficient estimates
from Table 7 times the mean net wage replacement ratlo (aboyt .58) observed In the

sample.

1 To the extent that some of the additional weeka of unemployment were not experienced
in the calendar year 19785, this figure {8 an over-estimate. In addition. the calculation
assumes no labor force participation rate effects 28 a result of changes in UI policy.
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Even if the disincentive effects estimated here are regarded as approximately
correct,’ they do not provide an unambiguous argument against emergency benefit
extenslons of the FSB type. Such extensions serve an important distributional
function by providing income supplementation to unemployed workers. Similarly,
they are an important component of overall macroeconomic stabilization policies.
Finally, prolonged periods of job search may not represent a loss of economic
output if those periods are used to find better job matches, We have mot investi-

" gated these additional issues here, however.
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Senator Byrp. The committee will stand in recess until 9 o’clock

tomorrow morning.
[Whereupon, at 12:35. p.m. the Committee recessed to reconvene at

9 a.m., Wednesday, March 23, 1977.]
[By the direction of the chairman, the following communications

were made a part of the1ecord :]

STATEMENT BY RUTH C. CLUSEN, PRESIDENT, THE LEAGUE OF
WOMEN VOTERS OF THE UNITED STATES

The League of Women Voters supports a one-year extensfon of the Federal
Supplemental Benefits Program (FSB) due to expire March 31, 1977, and urges
you to take action quickly on this very important measure, The League is a volun-
teer citizen education and political organization of 1,350 Leagues with approxi-
mately 136,000 members in 50 states, the District of Columbia, Puerto Rico and
the Virgin Islands. Since the early sixties the League has been actively involved
in federal programs to provide jobs and job training for Americans able and
willing to work. In the last few years of extremely high rates of unemployment
we’'ve heen especially concerned with seeing that adequate beneflts are pro-
vided for those unable to work.

. We have strongly supported the FSB program since its inception in 1974,
The arguments offered for the program in 1974 are, unhappily, relevant today.

1The estimates are 3—4 times larger than thogse summarized by Hamermesh (1976)
p. 47-52. Those other estimates refe? to regular UI benefits, however, and there are reasons
to belleve that the disincentive effects of extended benefits would be somewhat greater. Most
fmportant, extended benefit reciplents have considerably longer unemployment durations
than do regular Ul clalmants and the extenslons occur in periods of weak labor market
activity during which alternative earnings possibilities may be considerably less than

earned on the pre-UI job.
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Unemployment is still severe, ranging somewhere between 7.6 percent in February
as figured by the Bureau of Labor Statistics to 10.3 percent for the same time
period according to the AFL~CIO, who include discouraged and part-time work-
ers in their estimates.

Let me say in closing that, should the idea of area triggers become the law
of the land in connection with F8B, we in Georgia will be forced fnto a com-
pletely manual system of administration. This, in our opinion, would cost more
to administer than we would pay in benefits.

Whichever figure 18 belleved, the fact is that at this time, enough jobs do not
exist for all those seeking work., Unemployment compensation and the FSB pro-
gram serve to provide a buffer for those who have lost their jobs and who are
unable to re-enter the labor force immediately. Without FSB, if a job is not avail-
able when a worker has exhausted the regular UC benefits then that person has
no alternative but to exhaust all private sources of income, savings and liguid
assets until he or she qualifies for public assistance, According to the Department
of Labor, by the end of the second quarter in 1977 approximatelyq 610,000 work-
ers will exhaust their UC benefits; by the end of the third quarter of 1977,
510,000 more workers will exhaust their benefits. The League of Women Voters
believes the F'SB program is much more humane and, in the long run, better for
our economy ‘than the welfare alternative, R

We urge passage of an extension similar to HR 4800 reported by the House
Ways and Means Committee. We are pleased to see that HR 4800 recognizes that
the state trigger mechanism contained in the original act does not realistically
match the dynamics of unemployment in our country. Specifically, metropolitan
areas with high unemployment can be found in states with general unemployment
rates too low to trigger into the program. Unemployment is not confined to state
boundaries. It is more of a national phenomenon. Short of a national trigger
mechanism, which might be politically infeasible, the state and/or lubor market
area trigger found in HR 4800 is preferable to the present system.

Other than the trigger, we urge the committee not to amend the program further
at this time. With March 31, 1977 looming next week, time is crucial. We are
afraid, in reading the blue book prepared by Finance Committee staff February
25 and by reading the Committee’s budget estimates letter of March 4, that the
Committee is considering placing a needs test on the FSB program in order to
cut costs, We strongly oppose such an amendment. :

While some believe that because FSB is funded indirectly from the general
revenue, it operates in fact as an income assistance transfer and should there-
fore be subject to a needs test, we maintain that it is not and has never been
considered a welfare program. Unemployment compensation has traditionally
been thought of as an insurance system earned by the worker. It is not the worker
who is responsible for unemployment. And it is not the worker who should be
peniilllized by switching programs in mid-recession, regardless of who is picking
up the tab.

" While the League is concerned over the prospect of a needs test being applied
to F'SB, we are shocked by the wording in the staff blue book report of Febru-
ary 26 which singles out unemployed wives when discussing how unemploy-
ment benefits bring up a recipient household's income over that which it would
have earned without the benefits. To single out working wives when it would
have been sufficient to refer to two-person working households leads to no other
conclusion than that the staff considers compensation for unemployed wives to
})e expendable. We consider this to be sex discrimination in its most blatant
orm, .

The Committee should be aware that many women today work out of economic
necessity—nearly half of all American families that have a median income re-
quire two workers to maintain that level, Labor force participation of wives with
children under 6 is highest when the husband’s income is between $5,000 and
$7,000. Women account for nearly two thirds of the new growth in the labor

force over the past 20 years,

”" We must assume that the Committee members agree that women workers are
" "fio less deserving of unemployment compensation than male workers, whether
* they are married or not. Any reform of the program which implies otherwise

would certainly be open to constitutional challenge.

In conclusion, the League of Women Voters urges you to act swiftly to extend
the F'SB program for one year. We support an extension similar to that of HR
4800 and ask that you not make other substantive amendments in the program

at this time,

847107171
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SrATEMENT OF Jo- M. WoonaLy,” CHIXY, LABOR INFORMATION SYSTEMS, GEOROIA
Dnmumr or LaABoR

I wlsh to thank you for presen me with the opportunity of appearing be-

‘fore you during your consideration of H.R. 4800, This bill would extend the Fed-

eral Supplemental Benefits (F8B) Program for one year to March 31, 1978 with
some very significant changes.

I and the Agency I represent have no major opposition to a temporary, and
may I emphasize temporary, extension of this program. However, we strongly
feel that it the Congress, in its wisdom, believes that long-term unewmployed
workeras should be assisted to survive, then the assistance should take some
form other than the Unemployment Compensation Program. This program was
instituted (and, by the way, has done its Job well) to provide short-term assist-
ance to those persons wio are unemployed through no fault of their own.

From the information available to us, it appears to be the mood of Congress
to enact this extension. My testimony today is intended to support some much
needed changes and to strenuously oppose other changes,

The changes we favor are: (1) Revised financing methods to pay these long-
term benefits from General Revenues rather than from the Federal Unemploy-
ment Tax pald by subject employers, and (2) reduction of the wmaximum dura-
tion of benefit entitlement under FSB from the present 26 weeks to 13 weeks.
These changes will tend to reduce the impression that the U.I. Program is a wel-
fare system rather than an earned right and will share the cost among all tax-
payers rather than only employers. It certainly cannot be argued that an em-
ployer who paid wages to a worker and then was forced to lay off that worker
has ‘tlhe sole responsibility for assisting that worker attar financing 39 weeks of
benefits,

The establishment of a more stringent definition of suitable work to be offered
a recipient of F'SB than for the regular and extended programs certainly seems
to be in order. In fact, the General Assembly of Georgia has imposed such a re-
quirement on claimants who have been paid eight weeks of benefits in a single
spell of unemployment and a further tightening after thirteen weeks. We oppose
limiting this “work test” by the requirements that the job be listed with the
public employment service and that job offer must be in writing.

The most distasteful change being proposed, however, is the establishment of
“area triggers” in geographbic areas which represent only part of a state. The
intent here appears to be to provide longer durations of benefits to claimants
residing in areas which are experiencing levels of insured unemployment higher
than other parts of the state when the entire state has a trigger rate of insured
unemployment less than 5%. The intent may be admirable but it will not
materialize unacr the terms of H.R..4800 as we understand them.

_First, the measurement of the insured unemployment rate for an “area” will
use as the numerator of the fraction the number of persons fiiing claims for regu-
lar and extended benefits in offices located within the “are...” The denominator
of the fraction will be the average number of insured workars in the “area.” In
Georgla, we think it to be untenable to require an unemployed worker to file his
claim in a specified office, such as the one nearest his place of work or. his place
of residence, Thus, it is entirely possible (and frequently happens) for a worker
laid off from an employer in Metropolitan Atlanta and who resided in Gaines-
ville (about 50 miles away) to file his claim in either the Gainesville or Atlanta
office. This fact may be graphically illustrated by two interesting numbers—
409 of the insnred employed in Georgla work in the Atlanta Metropolitan Area ;
whereas, only 80% of the unemployed workers filing claims for unemployment
compensation are filing those claims in the Atlanta area.

Alternative numerators for this fraction are claimants for the regular and
extended programs who are counted based on their place of work or their place of
residence. In the first instance, we do not have the information available for
the count; and, in the second instance, methods available to us for this count
are 80 laborious that a timely measure could not be produced.

Now for the worst part of this “area’ trigger. The entltlement of an indi-
vidual claimant for these long-term benefits will be based on the location of his
last employer who paid him wages in his base period used to establish his claim
for regular benefits. Thus, in the example cited above, the claimant residing
in Gainesville and formerly working in Atlanta may have a next door neighbor
who formerly worked in Gainesville, A computation of these “area trigger rates”
a8 defined has shown that the Atlanta area trigger would be “off”’ and the trigger

[l
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would be ‘“on” In Augusta and the balance of the State. Thus, the next door
neighbor would be eligible and our “hero” would not be. Not only does this fail
to make economic sense, it borders on violation of equal protection and certainl)
is politically unfeasible,

And beside all the reasonable reasons to oppose area triggers, there is a valld
unreasonable reason for opposition on the part of State Employment Security
Agencies; {.e.,, we cannot administer payments of F'SB to claimants based on
their place of work within a state. The information is not available on individual
claimant files as to his last place of work in his base period. Wages are reported
by employers for individuals in their employ on a quarterly basis. Thus, if a
claimant has two employers in the last quarter of his base period, we have no
way of knowing which was the last. A more common occurrence, however, is
the employer who has multiple locations in the state. No effort has been made to
obtain the plant location for individual workers; and we think that obtaining
this information would impose another intolerable reporting burden on already

over-reporte¢ employers.
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APPENDIX

MATERIAL SUPPLIED BY THE DEPARTMENT OF LABOR
' JURE 28, 1976

Directive: Unemployment Insurance Program Letter No. 17-76, Change II,
To: All State Employment Security Agencies.
From: Floyd E. Edwards, FEE Administrator, Field Operations.
Subject: Suitable Work for Federal Supplemental Benefit Claimants.
1. Purposc. To emphasize the need for appropriation application of suitable

work criteria to F8B claimants.
2. References. Definitions of suitable work in State unemployment insurance

laws,

8. “Background. Federal Supplemental Benefits claimants are long-term un-
employed. In light of the improvement in the economy we have been experiencing
(and project for the future) major efforts should be almed now at restoring long-
term unemployed workers to the employed labor force. These efforts could be
ussisted by renewed emphasis upon the application of suitable work criteria in
State laws. Almost every State UI law explicitly contains a definition of suitable
work, generally expressed in terms of specific criteria to be considered by the
agency in determining whether a particular job is suitable work for an individual
claimant, The criteria are necessarily applied on a case by case basis, depending
upon the individual circumstances of the claimant and the particular charac-
teristics of the job. Most commonly, the State law directs that, in determining
whether any work is suitable for a claimant, the agency consider such relevant

factors as:

The claimant’'s—
physical fitness for the work
prior training and experlence,
prior earnings,
prospects for obtaining local work,
prospects for obtaining work at hls or her hlghest skills,
the degree of risk to the claimant’s health, safety and morals,
the distance of the available work from the claimant’s residence,
the length of the claimant’s unemployment,

. such other factors as would influence a reasonably prudent person in

the claimant’s circumstances.

In effect, the criteria direct that the agency take Into account the same factors
that would reasonably influence any unemployed worker in considering a job.
Generally, the community and the individual are served best by placing indi-
viduals at their highest skills. This is not always possible, and the concept of
suitable work must necessurily be flexible if it is to be realistic. The significance
of each criterion changes as circumstances changes. As the period of the claimant’s
unemployment lengthens, all States expect the individuals to lower their sights
in terms of the kinds of job offers they will accept. In other words, as unemploy-
ment continues, this fact becomes more significant, with diminishing importance
attached to such factors as prior training, experience, or earnings. A job-not
considered suitable work for a claimant in the early stages of that individual’s
unemployment, perhaps because i#¢ requires lower skills than. the claimant can
offer, may well be considered suitable after a substantial period of unemployment
elapses, and it becomes clear that the claimant’s prospects are remote for obtain-
ing work wholly In line with his or her training, experience, and prior wages.

By the time a claimant begins to draw FSB, the individual has been unem-
ployed a long time, To be eligible for FSB, the claimant must have exhausted
both regular and extended beneflt entitlement. Current data on the average actual
benefit duration of regular and extended benefit exhaustees are not yet available,
but there are ample grounds for cohcluding that, nationwide, only insignificant
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numbers of FS8B beneficlaries exhausted less than 15 weeks of regular plus
extended benefits and that a large majority of F'SB beneficlaries exhausted more
than 33 weeks of regular plus extended benefits.

As Indicated above, for unemployment {nsurance purpoees, suitable work for
a claimant broadens with the individual's increased lengthof unemployment and
diminished prospects for jobs in his or her customary work. In the case of regular
benefit claimants, this gradually becomes a factor for careful factual exploration
before the necessary judgments us to the suitability of particular jobs can be
made. By contrast, in the case of FSB claimants, by the time they file their
initial F'SB claims, the substantial length of their unemployment has been demon-
strated, This does not necessarily mean that the prospects of reemployment at
the claimant's customary work are negligible (with the economy improving the
prospects may be better now than before) but it does point to the need to
reassess some criteria of suitability in light of the substantial length of unemploy-
ment experienced by the claimant.

14, Action Required. To assure that the_ suitability of work referrals and job
offers made to FSB claimants are being evaluated realistically, each State should :
(1) attempt to refer and place all individuals in jobs requiring their highest
skills; and (2) apply the following interpretation of suitable work to FSB
claimants. We believe this interpretation is not only consistent with existing
suitable work provisions in most State laws, but, in fact, represents the irdent
of such provisions and their interpretation by State courts with respect to all
claimants as the period of their unemployment lengthens. In applying the recom-
mended interpretation of suitable work to FSB claimants, it must be recognized
that its application should in no way preclude consideration of the personal
circumstances of individuals that reasonably constitute cause” for refusing
a given work, referral or job offer. It should be noted also that beuefits may not,
consistently with Federal law requirements, be denied to an otherwise eligible

‘individual for refusing an offer of new work under the conditions spelled out in

the “labor standards” provisions of section 3304 (a)(5), PUTA, and in the cor-
responding provisions ot all State laws. These are included lu the following
interpretation of suitable work.

“‘Suitable Work' for an FSB claimant i8 work for which the individual is
reasonably fitted by training and experience. If the individual lacks the skills and
training need to perform offered work, that work may nonetheless be suitable for
bim or her if, as part of the job, he or she is provided with the training necessary
to develop the work skills needed. The fact that offered work involves lower pay
or lesser skills than the individual’'s customary occupation does not preclude such
work from being considered suitable if the individual has no reasonable prospects
for work at his or her customary pay and skill levels, Other relevant State law
suitable work criteria shall be considered, as approprlate and in light of the
foregoing definition.

“In no case, however, may benefits be denled to an otherwise eligible individual
for refusing to accept a bona fide offer of work under any of the labor standards
provistons in the State law, including the following condittons:

“(a) if the position offered is vacant due directly to a strlke, lockout, or
other labor dispute ;

“(b) if the wages, hours, or other conditions of the work offered are sub-
stantially less favorable to the individual than those prevailing for similar
work in the locality ;

“(c) if, as a condition of being émployed, the individual would be required
to join a company union or to resign from or refrain from jolning any bona
fide labor organization.

“In addition, in no case may benefits be denied to an otherwise eligible indi-
vid\‘x’s‘\:ltor retuslng to accept bona fide offers of work under any of the following
con ons :

‘“(a) if the work offered exceeds the individual's physical or mental eapaciq-‘
or would be dangerous to his or her health, cafety, or morals ;- E

(b) if the distance from the individual's residence to the offered work is
substantially greater, substantially more time-consuming, or substantially
more costly to ¢the individual than is usually the case for similar employment
in his or her locality, provided that this subparagraph shall not apply if the
individual is provlded wlth ﬂnanclal assistance to relocate to the vicinity of

the offered wor
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OLAIMANT REPEATER STUDY—NOBTH DAKOTA UNEMPLOYMENT COMPENSATION
* DivisioN, JuLy 1963 .

BUMMARY

A total of 26,084 claimants were included in this study. Three percent drew
benefits in each of the five years studied, six percent drew in four out of five
years, nine percent drew in three out of five years, 20 percent drew during two
years, while 62 percent of the claimants studied drew benefits during only one of
the five years covered by the study.

The seasonality factor, which has such an adverse effect on the North Dakota
Unemployment Insurance program, was highlighted in this study. Other signifi-
cant aspects which were brought out included the sex, age, and occupation of the
repeaters, Base perfod earnings, being an eligibility factor, were not an important
part of the study except for their use in determining the claimant’s labor market
attachment, Duration of benefits is of prime importance in analyzing seasonal
unemployment and was used to that extent in thig study. -~

On an industrial basis, claimants from the government and construction indus-
tries were found to be most likely to file two or more claims for unemployment
insurance benefits during a given -five-year perfod. This reflects the seasonality
factors which affect North Dakota’s Unemployment Insurance program. Most
unemployment insurance claimants from government units are people who were
employed on county road construction crews. This type of work and other con-
struction activity 18 most severely affected by seasonal factors and.thus accounts
for the high incldence of repeated claims filing by workers from there industries.

Claimants from the service, finance, insurance and real estate and trade indus-
tries showed the lowest incidence of repeated claims filing. This i{s due mainly to
the fact that employment in these industries is more stable. Employees in these
industries are not likely to be laid off as are workers in the construction industry
and when they are laid off their chances of finding new émployment are better.

Skilled, semi-skilled and unskilled claimants were found to flle claims most
often in a five year period while claimants from clerical and sales and service
occupations filed least often. Here again the ever present seasonality factors can
be noted. The occupational groups related to the most seasonal industries showed
the highest incidence of repeated filing. .. .

On the basis of age, claimants under the age of 25 were found to be the least
likely to repeat. As the age of the claimants increased the likelihood of repeated
claims filing increased also, with claimants age 65 and over found to be most likely
to repeat within a given five year period. *

Perbaps surprisingly, claimants in the higher earnings brackets were found
to draw benefits more often than claimants in the lower earnings brackets, Pro-
portionately, the highest incidence of repeated claims filing was noted among
claimants who had base period earnings of $4,000 to $4,499. The lowest incidence
of repeated claims filing was noted among claimants who earned less than $500
during their base period.

There was a strong positive correlation between the number of weeks of bene-
fits drawn and the frequency of repeated filing during the five year period studied.
The claimants who drew benefits for only 1-4 weeks were least likely to file claims
repeatedly while claimants who drew benefits for 16 or more weeks were most

likely to do so. .
PURPOSE OF THE BTUDY ’ !

The purpose of this study was to determine the number of compensable claims
a selected number of claimants filed during a five year period and to determine
the characteristics of these claimants. e

_BCOPE OF THE BTUDY

This study included all rég‘ular unemployment insurance claimants who drew
one or more weeks of bénefits during one or more of the years 1938 through 1959.
Only claimants who filed an initial claim and drew one or more weeks of benefits

(88)
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during a given year were considered to have drawn benefits during that year.
Claimants who flled an initial claim but were found to be ineligible and claimants
who filed a valid claim but did not draw any benefits during their beneﬂt year
were not included in this atudy

METHODOLOGY

Benefit year endlng control cards, for all unemployment insurance clalmants
whose benefit year ended during the period January 1, 1955 through December 81,
1959 were used as the source for all claimant characteristics included in the study.
These cards were matched by data processing equipment and the matched cards
were then arranged in groups based on the number of years the claimants drew
unemployment insurance benefits, The claimant characteristics data’ was tabu-
lated by group using the data from the most recent control card, and each group
was analyzed separately. The study contains a summary analysie of each group
by characteristic as well as an overall comparative summary which lncludes data
relatlng to covered employment during the study period. )

OVERALL ANALYSI8

Of the 26,084 claimants included in this study 62 percent drew benefits during
only one of the. five years studied, while only three percent of the claimants
studied drew benefits during each of the five years covered by the study.

The male claimants were found to be twice as likely to draw benefits in two
or more years during a given five year period than were the female claimants.

INDUBTRY - ter

More than half of all the clalmants studied indicated that they were last
employed in construction. Claimants from this industry were dominant in each
repeater group. The percentage of claimants who were, from the construction
industry increased as the number of years in which benefits were drawn in-
creased. This along with the fact that these claimants have the highest rate of
exhaustions emphasizes the highly seasonal nature of the construction industry
in this state.

Claimants from government employment were found to be most likely to dra“
benefits in more than one benefit year within a given five-year period. Most of
these claimants were last employed by local government units and had been
working on county road crews. The highly seasonal nature of this type of work
is emphasized by the fact that more than three-fourths of these claimants drew
benefits during two or more of the five years studied while only about one-third
of all the other claimants studied drew benefits that often.

Claimants from construction and from agriculture also showed a high incidence
of repeated-clatm-filing. More than half of the claimants from these lndustrles
filed for benefits during two or more of the five years studied.

The highly seasonal nature of the Industries listed above accounts for the
frequent filing for benefits by claimants from those industries. :

The transportation, communications and public utilities industry and the trade
industry are not affected as much by seasonal factors. As 4 result, employment in
these industries is relatively stable and claimants from these industries dre not
very likely to repeat several times in a given five year period.

The incldence of repeated claims filing by claimants from the service industry
was also found to be very low. Here it was the Umited coverage of workers in
this industry and the relative stability of employment which accounted for the
small proportion of “repeaters” found among claimants from this industry.

As was expected, those industries which are most severely affected by seasonal
layoffs accounted for the bulk ot the “repeaters” studied.

OCCUPATION

An occupational analysis of the claimants included in this study showed that
three-fourths of the claimants studied were efther from skilled, semi-skilled, or
unskilled occupations, The proportion of claimants from these occupational
groups increased as the number of years in which benefits had been drawn in-
creased. They accounted for 90 percent of all the claimants who drew_benefits
during each year of the five years studied.

Semi-skilled male clalmants and unskilled female claimants were found to be
most lkely to draw benefits In each year during a given five year period.
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Claimants that worked in a professional or managerial capacity represented
only two percent of all the claimants studied. Persoris in these classifications
normally do not become unemployed and those that do, very rarely flle more than
one claim for unemployment compensation. Clerical and sales persons are affected
by seasonality factors to a certain degree. This is usually true of people in these
occupations who are employed on a part-time or temporary basis. This study
showed that 84 percent of the claimants with clerical and sales occupational
classifications drew benefits during only one of the five years covered by the study
while less than one percent drew Lanefits during each of the five years,

Claimants in clerical and sales occupations consist mainly of women, many
of whom are secondary wage earners; Claimants with service occupations follow
the same pattern as those claimants with clerical and sales occupations. Blightly
over three-fourths of these claimants drew benefits in only one of the five years
studied. More than two-thirds of the claimants with service occupations were
women. Here too, part-time and temporary employment was common and upon
becoming unemployed many of these women either change occupations or, as is
the case of many secondary wage earners, withdraw from the labor market.

AGE

Older workers, those 45 years of age or older, made up 39 percent of all the
claimants who drew benefits during two or more of the five years studied. Persons
in this age group made up only 22 percent of North Dakota’s workforce in the
1960 census, Most of the older claimants were semi-skilled or unskilled and most
of the older male claimants were unemployed construction workers. A large seg-
ment of women claimants 45 years of age and older had been employed on a part-
time or temporary basis and many were partial claimants who were working in
the food processing industry on a “call” basis.

Claimants under 25 years of age accounted for about ten percent of the
claimants in this study. Among this group we found that the ratio of these
young claimants to all claimants decreased as the number of years in which
henefits were drawn increased. Workers in this age groups more readly adjust
to labor market conditions by changing occupations when they become un-
employed. In most cases they cau be easily trained in new jobs and are in demand
by many industries for this reason. In North Dakota, unemployed young people
are quite prone to leave the state in search of steady employment, This fact also
adds to the redsons for the low proportion of “repeaters” in the under 25 age
group. It is interesting to note that none of the female claimants under 25 years
of age drew benefits in more than three of the five years.

BABSE PERIOD EARNINGS

Three-fourths of all claimants in the study and 96 percent of the females had
earned less than $3,000 during their base period. More than three percent of
the claimants had earned less than $500 while at the upper end of the earnings

‘range nearly five percent had earned $5,000 or more. The many variables related

to wages contributed to the wide distribution of earnings. These include industry,
occupation, sex and duration of employment during the base period. Those claim-
ants with the strongest attachment to the labor market were, for the most part
represented in the higher earnings groups while those temporary and part-time
workers are included in the lower earnings range. TN® ‘only contradiction to
the above findings was that the clalmants in the higher earnings groups did not
necessarily have a stronger labor market attachment or a longer employment
duration during their base period, but instead might have been working in an
occupation or industry which demanded higher wages. This was especially true
of the semi-skilled and the skilled construction workers. This i8 borne out by
the fact that claimants who had base period earnings of $2,600 or more were~
more likely to repeat as claimants within a given five year period than were
the claimants who had lower base perod earnings,

DURATION

The duration of a compensable claim series, in terms of weeks of total un-
employment, also emphasizes seasonality of employment to a certain degree. It
was noted that the bulk of the North Dakota claimants were exhaustees, Claim-
ants with the longest duration of unemployment were also found to be most
likely to be repeaters. This can be related to the seasonal nature of the construc-
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tion industry where many workers experience long layoffs each winter, and again
emphasizes the strong influence seasonality factor have on the North Dakota

Unemployment Insurance Program.

TABLE L.—INDUSTRIAL, DISTRIBUTION OF CLAIMANTS BY NUMBER OF YEARS IN WHICH BENEFITS WERE DRAWN

£

Total Male . Female
Number  Percent Number Percent Mumber  Percent
Total sil claimants - ' |
Total........ 3 ceais 26,034 100,0 22,026 100.0 4,008 100.0
mf&m"" ‘ 1,008 % P 0 B 4
Constructl o 1;1223 : n{ls 1,61 51,6 137 34
Manufacturing............. I, , 114 1 1,621 7.4 403 12.3
Transportation, communications, and pub- . . .
lic utilities..oe. oo oevarcreenenea.. 1,079 4.1 851 3.9 228 5.7
Trade..... . . 6, 746 25.9 4, 306 19.6 2,440 60.8
Finance, insurance, and resl estate..... ... . .9 118 .5 121 3.0
Service...... 1,228 4.1 692 31 536 13.4
Government 597 23 590 2.7 7 .2
INA R 0 0 0
Total all mwuun (claimants who drew bene- - -
fits during only 1 year): - . ‘
Total. 16,231 100.0 13,083 100.0 3,148 100.0
99 .6 M .6 15 .8
I Y s A Y
, 368 tr 1,060 5&1 08 o
1 VRN S a5 w8 - 66
rade § 172 C31.9 3,223 4.6 1,849 6.9
Finance, Insurance, and resl estats..... ... 190 1.2 n .8 113 3.6
Government ‘ i o 1 “ e
e H L 1 L 5 v
Totsl all repeaters (claimants who drew benefits ’
2-§ yoars): . .

B (' - 9,803 1000 3,83 100,0 860 100.0
(1T T eeae Lid . n .8 16 1.
ning..... 312 310 3.5 2 .

Construction. 6,100 62, 6, 6.7 g 5,
?&mhﬁ:ﬂ oo S i * 146 1 1 6.3 1 2.
ansmission, commy ns,
A 2 % - 3.0 0 2
IR00..oencnnennnncaracnenannnn 16, 1,088 . 121 91 57.
Finance, insurance and resl estats... ... z lg l" 8 .
4, (] 3o 'E K
0 4 0 0
100.0 4,661  100.0 682 1000
i . L5
X 1 f BN
2, Cg' 2 5,
<] % "33 7, “ 16
194 3, 75 3.7 3.2
Trade, \ . weresean 1y l? 21 ;so 16, tg 6?.1
Finance, insurance, and resl estate. .. ... "% t 3 : : 7; s ?
INA I I S I
imants who drew banefits 3 ot of § years:

ol Total. . M.. 2,383 100.0 2,168 100.0 165 100.0

”mt .- 24 1.0 1 L 3 l.:
ning . PR ‘g 't fl 4, 1 .
[ ISR B 517 0. 13 7.9
Menvfocturing........oeeoeueenennnnnnn 1 1 "126 & 4a %

Ymamm On, Communications, snd public -

oth aseunces 54 2.! 53 2.4 { . g
TO080. .o cooeuerancannapsonanan 308 13 24 .9 ) 85,
Finance, insurance and reel estats......._. - 3 .4 9 .4 (] g
Government ; ! lg ;.; l“ i: ‘} {l
AL (S | 1 .0 0 0
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TABLE | —IND!)STRIAL DISTRIBUTION OF CLAIMANTS BY NUMBER OF YEARS IN WHICH BENEFITS WERE

DRAWN—Continued
Total Male Fomale
Number  Percent Number Percent Number  Percent
Claimants who drew benefits 4 out of 5 yun'
Totst 1,42 1000 1,360 100,0 n 100.0
% L7 20 15 4 5.6
29 2.0 2 2.1 0 0
1,005 10, % 1,001 3.6 4 5.6
Manufacturing. 222 2000700 o 95 6. 7 5.3 23 .9
Trans on,  copmunications,  and
Ie wtiliti cemnvson 26 18 26 1.9 0 0
, —evnen 88 ] 6.5 3 52,8
ﬂnam, Insurance and resl estate.. . [ A 6 4 0 0
L S, eeeommnan " 1.0 1 .8 3 4.1
Government . . 107 1.5 107 .9 0 0
1,7, Y SR ] 0 0 0 0 0
cmmu who drew benefits 5 out of 5 years:
e PO .- % 100,0 754 100.0 4 100,0
CURUI®. ae e ceecenenececviectnannee 8 1.0 ] 1.1 0 0
j 7 .9 7 .9 0 0
593 74.6 591 74 2 4.9
57 1.2 % 4.0 27 65.8
11 14 1 L4’ 0 0
[¥] 5.4 31 41 12 2.3
3 4 3 4 0 0
. [] 1.0 8 1.1 0 0
mel 65 8.2 -] ‘8.6 0 0
INA. , 0 ] ] ) 0 0

TABLE §1.—OCCUPATIONAL, DISTRIBUTION OF CLAIMANTS BY NUMBER OF YEARS IN WHICH BENEFITS

WERE CLAIMED
Totsl Male Fomale
Number  Percent Number Percent Number  Percent
‘Mﬂa"eulm ts: .
" 1000 22,06 100.0 4,08  100.0
1, ) . M 1,
10, 1, g l.gu .
6. 512 g. ), 52 3.
gz 5,419 . &
2. S e i 10.0-
52 M &1 M v
d
“ " nfnm:(ddmamm row benefits )

) (. A veeseoemveneee 16,231 1000 13,083 1000 8,148  100.0
mfmloul and managerial........ 415 2. 3 2. '3 |5
Clerical an areonsnennnn 2,307 I [y 4l 45.
§ ""' 1,% ;; il : L 8 &

. s . .
@ og g
231 m Y i 5

reennenne eevarens cerrreneanueenees 5003 1000  &,M3 1000 %0 1000
P ) mmhl.. ..... . 55 .6 .
é ';s'wmm o ;3’3 i ;i; 2‘2 : g;
#m. Moo f’” g 2,3? zg:g g H,

’ . 0 0 3
u’ﬁkf‘s ....... - . z,ﬁ e L L4 1 %,
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TABLE 11.——QCCUPATIONAL DISTRIBUTION OF CLAIMANTS BY NUMBER OF YEARS IN WHICH BENEFITS

WERE CLAIMED-—Continued

~d v GBI WD~

Totsl Male «  Fomale
. Number Percont Number Percent Number  Percent
culmumdmmmzmus r: .

TO e D L 5,23 1000 4,61 1000 582 1000
Professional and mensgeriad............... 46 . .9 4 .9 5 .
Clerical and sales. ........ 6.6 170 3.6 78 .
Service... %ﬁ g = }g g% 5!; \

Skiled. ... L2168 232 L1891 255 2 4
el S I I TR
Ao I 1 6.0 ’35? 6.1 u 5.8

culmu who drew benefits 3 out of 5 ysars: -

2,383 100.0 2,168 100.0 © 165 - 100.0

Professionsl and ma tlal .............. 8 .3 [} 4 0 0

Clerical Mum...ﬂ.‘.“.... .. 65 28 30 1.4 -~ 3 21,

Se 67 2.9 2 1 “ 26.

52 2,2 50 2. 2 1

592 25.4 581 2, 1 6.

ne 2.7 106 2. 1 6.
112 30.5 666 30. 2.8

121 5.2 104 R 1 * 10,
1,432 100.0 1,360 100,0 n 100,0

3 . . 0

0 1 H : N I

A VR S "o

% W . 2 2

o 2 R I ) R

3.4 a7 30, M,

T 65 4, 53 3.9 1 16,

Claimants who drew benefits 5 out of 5 years:

Total %5 100.0 54 100.0 -4 100.0

P!dmb‘)ul and managerial.............. 3 N 3 . 0 0

’ chtieli LT R 7 ' 1 . 0 0
3 o 2 . 1 2.4
re. 13 1 12 I3 1 2.4
Skilled..... 166 20. 163 21, s 7.;
o e SEE OB & o8 B 4 A
INA.....oo: o 53 6. (1] 4 18 31

TABLE 111.—AGE DISTRIBUTION OF CLAIMANTS BY NUMBER OF YEARS IN WHICH BENEFITS WERE CLAIMED, B
' SEX

— "o,

Totsl Male Fespole
Age group Number  Porcent Number Percont Number  Percemt .
Totsl ol claimants: "

Total.. 26,054 100.0 22,026 100,0 4,008 100.0
Under 25 , 482 9.5 1% 7
ggnu.......,..-... ...... R ; 21,2 5’.{3 1

- fo 44 i 2 S ¥ S 4 .4
450054 am—. g:g 4,270 , 4
i W MR WM @ %
INA I 3 i . 2%5 .
og' (uaa-mmmum

luom . .

16,231 100.0 13,083 100.0 . 3,148 100.0
X , 579 3
i obn BYOB o
23.3 28.4 . 22,
18.3 g 17.4 ‘ 2.
1.9 1, 11.2 - 14,
5.6 737 . 6 78 | 8
.5 67. .5 18 B ]
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TABLE 111.—AGE DISTRIBUTION OF CLAIMANTS BY NUMBER OF YEARS IN WHICH UENEFITS WERE CLAIMED,

BY SEX—Continued
Tots! Male Female
Age grovp . Mumber Percent Number Percent Number  Percent
Total all n)pnhn (claimants who drew benefits
2-5 yoans):
_Total 9,803 100.0 8,843 100.0 100.0
590 6.0 555 6.2 35 4.1
4.7 , 306 25.8 13 13.1
23.6 2,103 23.5 207 .1
23.0 , 987 22.2 269 31.3
15.0 l.gg 14.4 179 20.8
6.6 67 4 5.5
L1 104 1.2 10 1.1
100.0 4,661 100.0 562 100.0
3.3 405 8.7 3 5.3
2.5 1,354 29.0 83 14.3
23.0 1,08 22,9 142 4.4
20.5 898 19.3 ”m 30.4
13.2 580 12,4 112 19.2
6.0 285 6.1 3 5.3
LS I 1.6 6 1.1
.. cesens 2,333 100.0 2,168 100, 0“ 165 100.0
Under 25. ——— 110 4.7 106 4.9 4 2.4
Sto 34 ... 579 4.8 862 2.9 17 10,3
) 579 2.8 534 0.6 45 21.3
545 23.4 84 2.8 51 2.9
354 15.2 316 14.6 38 23.0
154 6.6 146 67 [ 4.9
L 12 .5 10 .5 2 1.2
Clsimants who drew benefits 4 out of 5 years: -
Totsl.. - L4322 1000 1,360 100.0 72 100, 0
36 2.5 36 2 0 0
274 19.1 266 19. 8 1.1
342 2.9 3% 24, 12 16.7
381 26.6 35% 26. 25 U7
to 64 24 19.1 255 18 19 2.4
65 and over.. 11 1.8 105 1. 8 8.3
INA. ... I 1.0 12 .9 2.8
Claimants who drew benefits 5 out of 5 years: ) -~
Total... ™ 795 100.0 754 100.0 4 100.0
Under 25 . 8 l.g L] 1 0
BN e 129 16, 124 16. 4 5 12.2
Btod ... %5 22.9 174 2. ] 19.8
45 to - 2.1 23 3L 16 3.0
851064, ..o vonna 148 18.6 1 lg: 10 .4
BSandOver oo cennecracarane 65 8.2 63 g - 49
INA 8 [ ] [] 1 0 0

TABLE IV.—-BASE PERIOD EARNINGS OF CLAIMANTS BY NUMBER OF YEARS IN WHICH BENEFITS WERE CLAIMED
BY SEX

Total Male Female
Base period edrnings
Number  Percent Number Percent Number  Perceat
Tota! sll claimants:

Totah o e e e rar i anaae 26,04  100.0 22,026 100.0 4,008 100.0
3.5 584 2.7 . [
a.%g uws 2,54 1.7 1,?35 4
8,094 19.6 4,04 18.4 1,045 1
4,09 5.7 3,3 "'2 73, 18.2
3,086 11 3 A 12, 10.0
2,841 ) 10.8 1 9
1,9% .6 1, [ %] .1
1,520 5.8 N 8.7 . z

G B
1,269 49 1, 5.7 8 ;
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TABLE IV.—BASE PERIOD EARNINGS OF CLAIMANTS BY NUMBER OF YEARS IN WHICH BENEFITS WERE
CLAIMED, BY SEX-~Continued

- Total Male Female
Base period ssraings
" Number Percent Number Percent Number  Percest
Total sl nomlmtm (claimants who drew benefits - .
dutingonty Lyear); e : .
Totsl. ceveeneannes 16,281 100.0 13,083 100.0 3,148 100.0
o P R B 4 S S
,000 to §1,499. 3,490 21 2,688 . }o ﬁ 2
- 50010 31,999 ... ...... 2,611 16, , 003 15. 603 19,
,000 to $2,499..... 1,804 11. 1,464 11, 40 10.
,500 to 1,35 3 1,216 9. 143 4,
to 1,083 6. 1,017 1 66 2,
,500 to 79 4, 7 5. 1] .
,000 to 519 3. 324 3. lg .
,500 to 369 2. 7 2,8 .
,000 8 750 4. J46 [ 4 B
Total all repsaters (claimants who drew benefits
2-5 yoans): . .
e eeerecressrre st o e o aennans wee 9,803 1000 8,943 100.0 880 100.0
Less than $500. 22 2. 136 1, 7! 8.
0271 10.5 732 8. 295 M.
604 18. 1,361 15, 243 2.
487 15. 1,359 18. 128 4.
28 13 1,221 13. 61 1
1 12, 1,169 3. 13 1
907 9.3 887 9. - 20 2.
123 1. 1l A ls 1.4
52 806 5. 1 1.2
u 3.5 koo ] 3 0 0
53 517 5, 2 .2
100.0 4,661 100.0 582 100.0
2.8 96 2. §2 8.9
13.0 478 10. 205 35.2
18.6 808 1 166 28.5
16.2 761 18, ] 15.3
13.3 655 1% 42 7.2
10.5 5u 1. 9 L6
1.8 401 8. 10 1.7
6.2 319 _6. [ .9
4.4 226 A, 4 . .7
2.1 1 3. 0 0
4.5 2 S, 0 0
Claimants who drew benefits 3 out of 5 years:
Totsl. en 2,333 100.0 2,168 100.0 168 100.0
Loss than $500.......ccavevecnrecencanes 39 1.7 23 1L 16 9.7
9.3 156 1 60 36.4
15.1 308 14, 45 21.3
8.4 15 11X 21 12.7
12.4 12 1% 1.3
i 245 }f 5 18
[ S 19 [ X 2 L2
5 18 55 1 .6
z: 2 4.3 0 0
19 64 1 .8
100.0 1,30 - 100.0 ° n 100.0
o8 -4 M
18 17 12,8 19 26.4
li. 1 13.4 11 18.2
1 1 13 3 4,2
1y 1 1 1.4
10, 150 1. 1 1.4
[ 125 9 g . 4-%
emsrnmennennnnsronnanase 6, # 6. 4,
eeveesannerasmnnseenanens 5. X 0 0
6, L] [} 1 14
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TABLE 1V.~BASE PERIOD EARNINGS OF CLAIMANTS BY NUMBER OF YEARS IN WHICH BENEFITS WERE
CLAIMED, BY SEX-~Continued

Total Male Female
Base period sarnings 0
Number  Percent Number Percent Number  Percent
Claimants who drew benefits 5 out of S years: - 2
Total. ceee cemmun 19 100.0 754 100.0 4 100.0
3 4 2 .3 1 2.4
k3 4.0 4] 3.3 7 17.1
84 10.6 n 9.4 13 36
108 13.6 101 13.4 7 11
106 133 . 102 13.5 4 9.8
116 “e . 115 15.3 1 2.4
9 1.9 91 12.1 4 9.8
g 10.2 18 10.3 2 4.9
9.9 n 10.2 2 4.9
3 45 36 4.8 0 0
56 1.0 56 7.4 0 0

TABLE V.—DURATION OF ﬁENEFITS BY NUMBER OF YEARS IN WHICH BENEFITS WERE CLAIMED, BY SEX

. Tots! Mals ' Fomsle
Durstion ) Number  Percent Number Péicent Number  Percent
Total all claimants: ..
Totadoooonnnnnnnnn ereveacsenvvsssermanan 26, 034 100.0 22,026 100.0 4,008 100.0
110 4 weeks._. 4,648 17.9 3,846 17.% 802 20.
Sto9 weeks.... 4,901 188 4148 188 753 18,
10 to 14 weeks. . 5,245 20.1 4,598 2.9 647 16.
15 to 19 wesks , 204 20.0 4,629 21.0 575 14,
20 waeks (ox.).. 6,036 8.2 4% 21.8 1,231 30,7
Total all nonrepesters (claimants who drew benefits . R
during only 1 year): ’ )
| L TR S 100.0 13,083  100.0 3,148 100.0
1104 weeks.... 20.7 2,690 20.6 666 21,
5to9 $.... 19.7 , 587 19.8 19
1010 14 weeks. . 19.8 , 116 2.7 493 15,
15t019 17.7 , 435 18.6 o 13.
20 woeks (ox.) 2.1 A 20.3 951 3.
"{'& sl n)p.mm (claimants who drew benefits
........ weecorcirosrrenesnroncanaecees 9,803 100.0 8,943  100.0 80 100.0
1104 weeks.. LI 1% 12 13% 15
5 to 9 weeks. . e , 710 1. 561 17. 149 12.
10 to 14 weeks. .. , 036 20. 5 21 154 12
15 to 19 weeks... , 335 23,8 ), 194 2, &I’ 16,
20 wooks (01). ... ooueeennn creneeannens . 430 4, ), 150 u 2.6
Claimants who drew benafits 2 out of 5 y
| P PR eeee 5,243 100.0 4,661 100.0 582 100.0
15. 1.2 10t 17.4
&’i 18 9% 16.
2l 1,001 . 2L L 1.
21 1,041 22, 87 14,
8.2 1,072 23, 19 U
100.0 2,168  100.0 165 100.0
3.6 24 13. 24 .
19.1 410 18. 20,
AL o@m om @ B
3.4 493 2. sg 3l.
100.0 1,30 1000 n 100.0
146 10.2 137 10.1 8 2.5
25 157 210 15, 2 15 g
i gé 3 8t H i
E % %7 21 2.2
Claimants who drew benefits 5 out of 5 years:
Totat, s - % 1000 - 755 100.0 4 *100.0
4 5, - 82 2 4.9
J- 10. ] 10.6 3 9.8
%g g’: &f g: 18 Y
2% 9 4 L
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WHAT Tyres oF Iows WOBKERS REPEATEDLY CLAIM Ununorunﬁ INBURANCE P
IowA EMPLOYMENT SpoumrTY CoMMIsSION, DES MOINES, Jowa

PREPARED BY RESEARCH & STATISTICS DIVISION, MAY 1965

‘The popular and, in some instances; critleal assertion has often been made that
the same people tend to receive benefits year after year under the unemployment
insurance program. The purpose of our study is to determine the validity of the
assertion and to attempt to analyze the pertinent characteristics of persons who
repeatedly filed claims. Y

Although many characteristics could be studied, the most significant character-
istics are assumed to be occupation, sex and industry attachment. S8ince occupa-
tional information could not be obtained, the study is limited to the industry
attachment and the sex of the repeating claimants. Kmphasis has been placed on
those claimants who filed for benefits during each of the four years covered by

the study. . - ‘ £
. HIGHLIGHTS AND CONCLUBIONS ;

A total of 140,260 persons filed for unemployment benefits during the four-year
study period. Only 8.5 per cent of these claimants filed a claim in each year, only
slightly more than 8 per cent filed in three of the four years and only slightly more
than 21 per cent filed in two of the four years. Over 67 per cent of the 140,260
persons filed in only one of the four years. . .

Industry attachment was found to influence the number of years that a person
filed for benefits. Over 91 per cent of the persons who filed in each of the four
years were from manufacturing, constructfon and wholesale and retail trade
industries. Nearly 45 per cent of these four-year repeaters came from manufactur-
ing. Almost 88 per cent came from construction £nd nearly 9 per cent came from
the wholesale and retail trade industries. .

Proportionately more of the four-year repeaters were attached to construction
industries than to manufacturing industries. Construction industries represented
only 7 per cent of the average covered employment from 1956-1962 and manufac-
turing represented nearly 89 per cent. . '

The more stable employment level of wholesale and retail trade was glso demon-
strated. With 81 per cent of the average covered employment during the study,
wholesale and retail trade contributed less than 9 per cent to the group of four-
vear repeaters. Although there were fewer claimants from the service industry,
a greater proportion of persons were four-year repeaters than those from whole-
sale and retail trade. : -~ b : .

Claimants from mining industries made up a relatively large portion of the
four-year repeaters although they represented a small portion of total claimants.
As expected the large proportion of claimants from manufacturing, construction
an(;i m:lning industries was the result of the high seasonality factors in these
industries, '

Transportation, communications, and public utilities industries and flnance,
{nsurance and real estate industries demonstrate the relative stability of their
employment levels and contributed very few claimants to the four-year repeater
group.

The sex of the claimants was a definite influence on repeat claims in several
major industry groups. Women represented 61 per cent of the manufacturing
claimants who filed in each of the four years, but only 29 per cent of the total
manufacturing claimants who filed during the four-year period.

Seventy per cent of the four-year repeaters from the wholesale and retail
industries were women although women made up only 42 per cent of the total
claimants from the trade industries. A similar trend was noted in the service
{ndustry, Women made up 52 per cent of the total service clalmants and 70 per

cent of the four-year service repeater group.

DATA ANALYSIS
General Statements .

The study was formulated to determine the validity of the popular assertion
that the same persons claim unemployment benefits year after year. At the same,
time the study hoped to establish which characteristics distinguished persons
who filed for benefits in more than one of the four years from those who filed
only once, and from all workers covered by the state unemployment insurance

program, E
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‘A certain group of claimants did file in each of the four years and these have
been designated as four-year repeater claimants, This group constituted less than
8.5 per cent of all persons who filed claims during the study period

Two4hirds of all the clairants filed for benefits in only one o! the four years.
In other words, only one-third of the claimants in the study could be classifled as
repeater claimants. This one-third was then broken down into those who clulmed
benefits in two of the four years, in three of the four years and in every year of
the study.

In general, all repeaters had stmtlar industry distribution and sex charac-
teristics. As a result, our emphasis will be on the comparison of four-year repeater
claimants to claimants who filed only once in the four yéars and to all claimants
who filed during the study period with some reference to the average covered

employment from 1930 through 1082

Industrial Oharacteristics “
A definite relationship existed between repeater clalmants and the lndustrles

" to which they were attached. Invariably the majority of repeater claimants were

assoclated with construction, manufacturing or the wholesale and retail trade
industry. The largest number of repeater claimants were from the manufacturing
industries. The next largest number came from construction while the thlrd
largest number came from wholesale and retail trade. :

On the average, manufacturing workers made up 39 per cent of all the workers
covered by unemployment insurance during the period from 1859 to 1962. How-

‘ ever, during that same time manufacturing contributed nearly 50 per cent of all

claimants for unemployment insurance benefits

Construction industries had the same type of disproportionate ratio but to
an even greater extent. I.ess than 7 per cent of the average covered employment
during the study was made up of construction workers. However construction
contributed over 19 per cent of the claimans who received unemployment benefits,

1Although wholesale and retail trade was the third largest contributor of
claimants over the four-year period, the ratio of claimants to its covered employ-
ment was the reverse of construction and manufacturing. With nearly 32 per
cent of the average covered employment, wholesale and retalil trade contrlbuted
only 19 per cent of the claimants during the four-year study period.

Nearly 45 per cent of the persons who filed a claim in eacli of the four years
were from manufacturing industries. Almost 38 per cent of the four-year repeater
claimants were from construction lndustrles while 9 per cent were from wholesale
and retail trade.

The seasonal nature of the construction Industriés and of many manufacturing
industries explains the high level of repeaters from these industries. The number
of four-year repeaters was proportionately much lower in wholesale and retafl
trade industries than in manufacturing and construction but to a lesser degree
the same features of scasonality probably apply.

The mining industries which are also highly seasonal in their ‘employment
demonstrated a relatively high proportion of four-year repeaters, considering
that mining represents only .7 per cent of the average covered employment
(Table I and II). Finance, insurance and real estate industries demonstrated
their stable employment pattern by contributing the smallest proportion of
four-year repeaters.

OCharacteristice of Se» Distribution

In manufacturing, 29 per cent of all claimante and nearly 27 per cent of non-
repeater claimants were women. However, 61 per cent of the four-year repeaters
from manufacturing were women. The more highly seasonal nature of the manu-
facturing industries which hire larger numbers of women, for example food
processing, probably explains the proportionate increase.

Similar situations appear in the trade and service industries. In wholesale and
retail trade nearly 42 per cent of all clalmants and 41 per cent of non-repeater
claimants were women. However, over 70 per cent of the four-year repeaters from
this industry were women,

Approximately 52 per cent of all claimants and non-repeater claimants from
the service industry were women. In the four-year repeater group, the percentage
of women from the service industry rose to slightly more than 70 per cent.

In both service and trade groups, the higher turnover rates among women
employees and the seasonal buying patterns of the public combine to increase the
proportion of women who filed a claim in each of the four years,

86447 0«17 - 8
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The extremely small percentage of women working in the mining and construe-
tion industries rules out the significance of the sex of the repeater claimants.

Finance, insurance and real estate and all other industrial categories con-
tributed such a small number of repeated claimants that the sex characteristic
was unimportant in analyzing repeater claimants. . . .

ECONOMIC CONDITIONS DURING Tﬁt STUDY PERIOD

The data contained in this study was prepared from a sampling procedure that
covered four calendar years, 1959 through 1962. The fluctuations in economic
conditions during the period directly affeoted the payments of benefits under the
unemployment insurance program. In general, however, the level of economic
activity is assumed to have a more direct relationship to the total number of
claimants who flle for Lenefits and to the average number of weeks a claimant
draws benefits than to the industry and sex characteristics of repeater claimants.
The types of industries prominent in the state, their particular seasonal patterns,
and the dfitribution of their employees by sex as well as the coverage of the
unemployment program, all of which are factors subject to fluctuation only over
relatively longer periods, would be more apt to influence the characteristics of
repeater claimants.

Hawever, the interrelation of the factors involved necessitates the following
summary which is presented chronologically to provide a background of the
economic conditions that prevailed during the study period. .

The Iowa labor market was marked by a sharp reduction in hours of work and
in the number of available jobs during the first part of 1958. National unemploy-
ment exceeded the five million figure for the first time in the postwar period.

Industrial wage and salary jobs were most affected by the business readjust-
ment. Manufacturing firms engaged in the production of durable goods suffered
the greatest declines. However, higher farm incomes during the last half of 1958
contributed to an unusually rapid recovery in the employment rate and non-
agricultural employment was at an all-time high by June 1859. A constant
12c;§gg? in employment wag shown Dy Iowa manufacturing from the last half
[

The rapidity of the eiaployment recovery is reflected in the turnover rates
for factory workers. In July 1058, 11 workers in each 1,000 quit their jobs. By
May 1960 the rate had jumped to 20 workers in each 1,000 indicating that jobs
were more plentiful.

The average weekly earnings of production workers in Jowa manufacturing
rose from $87.50 to $94.20 between July 1, 1958 and July 1, 1959, Average weekly
overtime for each production workers in manufacturing was 8.1 hours in the
‘Ij\lay 11%?5% midweek. Average hourly earnings hit an all-time high of $2.20 in

une 3 -

Towa nonagricultural employment reached 684,400 in mid-June 1960, a net
growth of 10,200 from June 1839. Empioyment increases came mainly from the
nonmanufacturing segment, with major gains in public utilities, trade, finance,
{nsurance and service.

Most major nondurable goods manufacturing industries also showed employ-
ment gains. With an increase of 2,100 employees over the year, food processing
had the largest rise, Durable goods industries, however, showed a drop of 6,010
workers between June 1959 and June 1960. '

In general, fiscal year 1960 had favorable employment trends and nonagri-
cultural employment reached a new record level in September 1089. Average
weekly earnings of Iowa factory workers reached an all-time high during the
first part of fiscal 1960. In September 1939, overtime for each production worker
averaged almost 4.5 hours a week. .

'~ Bvident indications of an unfavorable national labor market were noted in
the last half of 1060 and a period of national economic recession developed during
the first part of 1961. A period of recovery began in 1062. -

However, conditions in Towa were generally more favorable than in the nation
as a whole, Seasonally adjusted nonagricultural employment reached an all-time
high in October 1960. After this peak, Jowa employment began to follow the na-
tional recessionary movement, Both seasonally adjusted nonfarm employment and
total employment showed a distinct dip. Iowa continued {ts downswing, through
the mid-summer month.

A slight upward trend appeared in August 1061 and vairous indicators pointed
to a resurgence in economic activity. The average weekly earnings of manu-
facturing production workers reached $06.32 in flscal year 1961, an increase of
8.7 per cent from the previous fiscal year. :
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Consldering employment and unemployment, the 1961 Iowa recission was the
mildest of the post-war recessions. The Iowa workforce totaled 1,181,400 in July
1961 and.by July 1962, the work force numbered 1,208,000. Weekly earnings of
manufacturing production workers exceeded the $100 mark for the first time

in fiscal year 1962,
. METHODOLOGY

Study data consisted of a 20 per cent sample of all claimants who established
a benefit year between January 7, 1850 and December 81, 1062, Claimants did not
have to receive benefits to be included in the study. The procedure ylelded a
sample of 28,052 claimants including 9,218 who were repeater claimants. The
tables in this report are intended to reflect the universe rather than the sample
size; that is the sample data multiplied by five.

TABLE 1.—PERCENT DISTRIBUTION OF AVERAGE COVERED EMPLOYMENT, ALL CLAIMANTS, NONREPEATER
CLAIMANTS, AND REPEATER CLAIMANTS BY MAJOR INDUSTRY GROUP

(1959 to 1962
Average covered Nonrepeater l::rnw
employment All claimants claimants claimants
Industry Number Percent Number Percent Number Percent Number  Percent
Total......... sreanue 449, 200 100.0 140,260 100.0 94,170 100.0 46,09 100.0
Mining........ 13 .7 2,158 L5 1,215 1. %0 1.9
Comtr'mion... . 23.' L1 67 2,115 19.3 1§ % 16. 2 11,885 25.8
Manufacturing 174,724 389 69,95 9.9 485 8.2 4,545 53.3
Transportstion, communics- .
tion and public utilitles.... 33,547 1.5 5, 120 3.7 3,995 4.2 1,128 2.4
Wholesale and retail trade_... 141,878 3.6 26,39 18.8 20,765 2.1 5,625 12.2
Finance, insurance, and resl
estatle. 27,048 6.0 1,540 L1 1,255 1.3 85 .6
1.8 7, 065 5.6 5, 400 5.8 1,585 3.4
381 .8 930 W2 7 .8 160 .3

TABLE I1.—NONREPEATER CLAIMANTS, 2-YR REPEATER CLAIMANTS, 3-YR REPEATER CLAIMANTS, AND 4-YR
REPEATER CLAIMANTS, AS A PERCENT OF ALL CLAIMANTS BY MAJOR INDUSTRY GROUP

Al clsimants Nonrepeaters  2-yr repeaters  3-yr repeaters  4-yr repesters

Industry Number Percent Number Percent Number Percent Number Percent Number Percent
Total.oouimcnnennns 100 94,170 67.1 29,910 21.3 11,3% 81 48% 3.5
Mining......... 100 L2715 69, 85 1.9 28 132 210 9.7
Construction. ... .. 100 15,230 56.2 6,470 239 3,585 132 1,8% 6.7
Manufacturing............... ), 945 100 45,400 64.9 16,875 241 5505 1.9 165 31
Transportation, communica-
tion and public utilities..,. 5,120 100 3,995 700 840 164 25 c.,: ' BN |
Wholesale and retail trade.... 26,390 100 20,765 78.7 3,840 149 1,265 4 20 1.6
Finance, insurance, and resl
estate ceee 1,540 100 1,265 BLS 200 130 85 4.2 1.3
Service.... 100 54%0 7.6 |, 15.: 370 5.; 1 }.0
Allother..... ... 100 770 8.8 1 12. o 3 10 .1




TABLE 1i1.—SEX DISTRIBUTION OF ALL CLAIMANTS, NONREPEATER CLAIMANTS, 2-YR REPEATER CLAIMANTS, 3-YR REPEATER CLAIMANTS, AND 4-YR REPEATER CLAIMANTS BY HAJOR
INDUSTRY GROUP
AR claimants Nonrepeatsr claimants 291 repester claimants 3-yr repester claiments 4-y1 repester claiments

Industry Total Male Fomale Total Male  Female Totat Male  Female Total Male Feomale Totat Male  Fomale
107,710 37,550 94,170 68,545 5,625 29,90 22,685 725 1,350 835 2w 49 3105 175
2,115 40 1,275 L265 30 385° 3 10 25 25 0 20 210 (]
, 340 5 15,230 15,025 205 6,40 6420 S0 3,585 3,585 10 1,8%0 L8220 10
. ,650 20,295 45,400 33375 12,025 16875 12135 470 5,505 325 220 2,165 us 1,320
S, 120 3,675 L45 3,95 2,730 1,265 340 675 165 245 235 10 40 3 S
retail trade___ __ _. > 26,390 15410 10,975 20,765 12,300 8,460 390 2,260 1,680 1,265 7] 5S40 20 125 2%
Finance, insurance, and real estate. . ;,540 895 45 1,255 665 590 200 150 S0 65 60 H 20 20 0
S . 7,085 , 390 3,675 5,480 2,605 2,875 1,080 55 SIS 370 180 190 135 0 s
Moter_.____ """ [ <] 735 200 7 600 175 120 105 15 0 20 10 10 10 0

96
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TABLE 1V.—~PERCENT DISTRIBUTION OF ALL CLAIMANTS, NONREPEATER CLAIMANTS, 2-YR. REPEATER
CLAIMANTS, 3-YR. REPEATER CLAIMANTS, AND 4-YR. REPEATER CLAIMANTS BY MAJOR INDUSTRY GROUP

—

All claimants Nonrepeaters  2-yr. repeaters  3-yr. repsaters  4-yr. repesters

Industry Number Percent Number Percent Number Percent Number Percent Number Percent
L1 J——, 100,0 94,170 100.0 29,910 100.0 11,350 100.0 4,830 100.0
Mining...... LS 1215 4 385 1. 285 2.5 210 4.4
Construction. 19.3 15,230 15.; 6,470 21.6 3,585 3.6 1,830 3.9
Manvfacturin; . 49.9 45,400 48.2 16,875 56.4 5,505 485 2,165 448
Transportation, communics-
tion and public utilities. ... 5120 37 3% 42 80 28 u5 22 40 .8
Wholluiflnd rotail trade.... 26,390 18.8 20,765 22,1 3,940 13.2 1,265 111 420 8.7
Finance, Insurance, and resl
Service. i 0 od 48 o1 oo o B ad
All other. - 2 1 T | gt I 3 10 .2

CHRONIC REPEATERS AMONG UNEMPLOYMENT INSURANCE BENEFICIARIES, NEW
Yoxk StaTE, 1961-67

In the administration of unemployment insurance, two questions are always
asked : What kinds of workers draw unemployment benefits year after year, and
how numerous are they ? To answer these questions a special study was made of
a 10 per cent sample of persons who drew unemployment insurance benefits in
the 1961 benefit year and in the succeeding 6 benefit years, 1962-1967. (In this
report these beneficiaries are called ‘‘chronic repeaters.”)

The study indicated that 37,000 workers, or 4 per cent of all the 1961 bene-
ficlaries, recelved benefits in each of the 7 benefit years 1061-1967. These
chronic repeaters were concentrated in industries with sharp seasonal fluctua-
tions. More than two-thirds of them (25,000) worked in nonduralle-goods manu-
facturing; 20,000 of them were attached to the apparel industry; another 4,000
of these repeaters were construction workers. Altogether, 10 per cent of the
apparel workers (9 per cent of the men and 11 per cent of the women) were
chronic repeaters, a far higher proportion of the beneficiaries than from any
other industry group.

A comparison of chronic repeaters by other characteristics indicates clearly
that industry attachment dwarfs other factors in influencing the date of benefit
repetition. An apparel worker, for example, is more likely to draw benefits each
year than a worker in any other Industry covered by the unemploymént insurance
system,

Apart from Industry attachment, the following groups of workers are more
likely to become chronic repeaters : v

Women—Dbecause such a high proportion of them work in the apparel
industry.

Beneficiaries 45 to 54 years of age.

Semiskilled workers from the apparel industry.

Beneficiaries with a subatantial number of weeks of base-year employment
(27-44 weeks).

Beneficiaries with long duration of benefits (15-19 weeks), but not those
who exhaust their rights to benefits.

Beneficlaries from New York City—because of the higher proportion of
apparel workers among them. )

The beneficiary groups with low rates of repeater experience are men, those
from durable-goods manufacturing, professional and managerial workers, those
who are under 25 years of age, and those who receive benefits for a few weeks
a year.
EMPLOYMENT AND UNEMPLOYMENT CoONDITIONS, 1061-67

The 7-year period from 1961 through 19687 began with the 1060-1961 recession,
when employment declined and unemployment increased. Conditions improved
in 1962, but there was a temporary reversal in 1963, From then on, employment
was generally rising and unemployment falling. In 1961, an estimated 6 per cent
of the labor force was unemployed ; by 1987 the rate had fallen to 3.9 per cent.
During the same perlod, more than one-half a million additional persons were
employed in New York State. :
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Experlence under the Unemployment Insurance Law was similar. Average
covered employment increased by more than 400,000 and the number of bene-
ficlaries recelving benefits during a benefit year declined by over 200,000

(Table 1).
TABLE 1.—COVERED EMPLOYMENT AND UNEMPLOYMENT INSURANCE BENEFICIARIES, 1961-67

Covered
private
Year smployment Beneficiaries!
4,885, % 875, 460
4,9
4,343,700 &“33
§, 001, 500 196, 430
288 400 a8
] g

§ Refers to benefit years ending in calendar year.
THE INCIDENCE OF CHRONIC REPEATERS'

Altogether, 87,000 persons, or 4 per cent of the 1981 beneficlaries, received
benefits in every year from 1961 through 1967. Proportionately more women than
men drew benefits in consecutive years. As would be expected, the number and
proportion of persons recelving benefits in 7 consecutive years was much smaller
than the number who recelved benefits for 4 or 5 consecutive years (Table 2).

The women were chronic repeaters to a greater extent than the men, primarily
because a higher proportion of them worked in the highly seasonal apparel

{ndustry.
TABLE 2.—1961 BENEFICIARIES WHO RECEIVED BENEFITS IN 4, 5, AND 7 CONSECUTIVE BENEFIT YEARS,
1961-67
[Based on & 10 percent sampls)
Number of of 1961
Sex and number of consecutive benefit years receiving benefits repeaters bensficiaries
Both sexes:
4 benefit years (1961-64). ... ... ... 118, 990 13.6
§ benefit years xssl-ssi.. . 17,970 8.9
7 benefit years (1961-67). . ..cceeeinnncannnnanans 3, 550 4.2
n:
4 benefit years (1961-64). ....... 53, 420 10.6
5 benefit ;::n glm-ssi ...... , 000 6.5
" 7 benefit years (1961-67)........ 13,95 2.8
lomen:
4 banefit years (1961-64)...... 65, 570 1.7
5 benefit years {mms I . . 44,970 12.2
7 benefit yoars (1961-67). ..v.noveviiinniiiiinnnnanns reshmentarebieanan 22, 600 6.1

1 Throughout the reat of the report, the year refers to benefit years ending in & calendar
year. Since a benefit year is the §2-week period following the filing of a valid original
claim, individual beneficiaries with benefit years ending in a calendar year are those who
began their benefit year in the previous calendar year,
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Chort 1. Per cent of 1961 Beneficiories who received Benefits
in 4, 5, and 7 consecutive years ’

Per cont of 1961

beneficiories

20

154

104

54

J1 ™77 . :
Yo or repecters o 1 g M
11961°T5e4) 19611068 106110677

SOURCE: T.2

INDUSTRY N

The proportion of beneficlaries who drew benefits each benefit year of the
7-year perlod varied considerably by industry: from less than 1§ of 1 per cent
of the beneficiaries from durable-goods manufacturing to 4 per cent of the bene-
ficlarles from contract construction and 10 per cent of the beneficiaries from the
apparel industry. Although in any year, beneficlaries from the apparel industry
receive benefits for a shorter period of time and exhaust benefits at a lower rate
than workers from any other industry group, they are subject to repetitive periods
of unemployment year after year, more than any other industry group (Table 8).
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TABLE 3,--NUMBER OF BENEFICIARIES AND PROPORTION THAT CHRONIC REPEATERS, 1961-67, ARE OF ALL

196) BENEFICIARIES, BY INDUSTRY AND SEX

[Based on & 10 percant sample]

Claimants recelving benefils sach
year, lu‘i)

Al Percent of
beneficiaries all 1961
Industry In benefit years ending 1961, and sex BYE 1961 Number beneficiaries
Both sexes........ teteesseseesesereasertoraranunesrernenns 815, 460 36, 650 4.2
Manufacturing. 487, 6 25, 840 5,
Durable 138,610 580 .
Motals and machinery. . 112, 550 280 .
her........ heeesecesiraacreratsrsarannrenanas 21, 060 - ;.4
Nondurable g00ds.......ccoeuvnrennerianneenannnnas 349,080 25,260 A
- Apparel.... . 191, 760 19, 740 10.
or.... 157, 320 , 520 3
Nonmanufacturing. . .. 387,170 10,710 2
Contract constructi 111,240 4, 300 3.
Transportation and pubdlic utilities , 840 20 2.
Wholesale and retaif trade. . .... 129, 430 2,560 2.
Finance, insurance, real estate . , 080 220 L
SOIVICES. . .coentiiiiiiiiiiniiiieie i 72,840 2,19 3
Other . ceeminiiiisincnannens ceveseenan 11, 40 620 5,
Men.......... 506, 040 13,950 2.8
Manufacturing. . ...... 224,730 5,990 2.7
Duradle goods. ..........u.. 04, 060 450 4
Motals and machinery... 85,750 170 2
her. ...... 17,310 280 1.6
Nondurable good: 120,620 5, 540 4.6
Apparel..... , 660 4,420 9.1
her..... 72,010 1,120 1.6
Nonmanufacturing.. .. ... 281, 310 1,980 2.8
Contract construction. .. ... ....ccccanne 09, 140 4,2% 3.9
Transportation and public utilities.. 35,850 130 2.0
Wholesale and retail trade. . 13,830 1,160 1.6
Finance, insurance, real esta 13,090 150 11
Services. .. 40, 560 1,140 2.8
oth 8,840 530 6.0
369, 420 22,600 6.1
262, 960 19,850 1.5
34,550 130 X
Metals 30, 800 110 N
Other....... 3,750 20 .9
Nondurable goods.. 228,410 19,720 8.6
APPEIO) o tiiiiiiniinenntiiebaastessanenaan 143,100 15, 320 10.7
Other....... 85,316 4,400 5.2
Nonmanufacturing........ 106, 460 2,750 2.6
Contract construction. . ..... 2,100 50 2.4
Transportation and public uti 4,99 90 1.8
Wholesale and retail trade. . .. . 55, 600 1,400 2.5
Finance, insurance, real estate, ceen 8, 990 10 .8
Services. ...... vl ceee 32,280 1,050 3.3
2,50 9% 3.6

AGE

The group with the highest rate of benefit repetition were those in their Iate
forties and early fifties, Relatively few of the younger beneficlaries were chronic
repenters, Among the men, the rate of recurrent receipt of henefits lncreased with
age, from less than 14 of 1 per cent of those under 20 to 5§ per cent of those 45 to
54 vears old. Among the women, the rate varied from less than 1 per cent of
those under 28 years to 10 per cent of those in their late forties and early fifties,
It should be remembered, however, that the age used in their report is for 1961,
By 1987, all of these beneficiaries were 6 years older. Undoubtedly, the decline in
the rate of recurrent receipt of benefits among those who were 55 and over in
1061 i3 because many of the older workers retired and left the labor market and
were no longer in the benefictary flle in 1967 (Table 4).

D‘
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Chort 2. Per cont of 1961 Beneliciories who were Chronic Repaaters
1961-1967, by Industry and Sex

Per cent of 1961 Beneficiaries
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TABLE 4.—-PROPORTION THAT CHRONIC REPEATERS, 1961-67, ARE OF ALL 1961 BENEFICIARIES BY AGE, OCCUPA -

TION, AND SEX
{Based on a 10-percent sample)
Claimants receiving benefits each &ur, 1961-67,
a3 percent of all 1961 beneficiaries
Age and occupation, benefit years ending 1961 Both sexes Men Women
Total.o.cnvevinnnnes veruesntasitnevsnearuatsurtastestaranas 4.2 2.3 6.1
Age

Under 20 yea 0.4 0.4 0.5

to 24 yr .9 Lt .8

odd.. 1.9 1.4 2.1

35to dd yr 4.6 2.8 6.7

A5toSdyr..... 1.4 4.6 10.2

55to 64 yr..... . 5.9 4.5 6.0

ssiy.r O OVOF e eernnnnnncnnns ceenenane teesevancasennsiencarsan 3.3 2.8 4.7
Occupation:

rofessional and managerlal..........cooairiiiinnnianreninnnn .9 .7 L5

Clerical and sales. .9 1.1 .3
Service:

3.2 2.0 4.8

1.6 1.1 3.2

4.2 2.4 15.0

1.1 1.2 1.0

3.2 2.3 4.3

3.5 2.7 4.8

2.6 2.6 2.6
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OCCUPATION

There was also great variation hy occupation in the proportion of beneficlaries
who recefved benefits in each of the 7 years. Eleven per cent of the semiskilled
apparel workers were chronie repeaters, the same proportion of men as of women
and a much higher proportion than among semiskilled workers from other indus.
triex. However, the proportion of skilled women who were repeaters was 15 per
cent, much higher than among skilled men, probably because the skilled women
workers were concentrated in the apparel industry and subject to recurrent spells
of seasonal unemployment, while more of the skilled men came from contract
construction and durable-goods manufacturing (Table 3).

EMPLOYMENT AND RENEFIT EXPERIENCE

Beneficiaries with a substantial number of base-year weeks of employment
(27-38 weeks) were chronic repeaters to a greater extent than other beneficiaries,
On the other hand, beneficlaries who worked 60-82 weeks in their Lase year
were least likely to become chronic repeaters. Thix was true of both men and

women (Table 5).

TABLE 5.~PROPORTION THAT CHRONIC REPEATERS, 1961-67, ARE OF ALL 1961 BENEFICIARIES BY BASE-YEAR
WEEKS OF WORK, WEEKLY BENEFIT RATE, DURATION OF BENEFITS, AND SEX

[Based on a 10 percent sample)]

Claimants recelving benefits each year,
1961-67, as percent of all 1961 beneficiaries

Base-year weeks of work, weekly benefit rate, and duration of benefits,
_. benefit years ending 1961 Both sexes Men Women
Total...... ametsmsmasesunassnus et annsnunan ervaneecasnnen 4.2 2.8 6.1
Base-year woeks of work:
150 19 weeks....... 3 3 4.1
20 o 26 weeks 4.4 2. . 3
27 10 38 weeks 6. 4 .5
39 to 44 weeks S, 3. L 1
45 to 49 weeks 3 2 4
50 to 52 weeks . . 4
Woekly benefit rate:
010 $14. 2 I8 L4
15 to $19 3 1. .6
0 {o $24 4 1. 4.7
5 to $29 4. 1. .4
to 4 L . 8
5 to $39 4 1. .9
0 to $44 4 2, A
50 $501..... 4 3 9.3
Weeoks of benefits:
Loss than 6 weeks.......... PO, veenncsonaruson rasne 1.4 .6 2.4
6 to 14 weeks.... - 4 3. 1.1
15 t0 19 waeks. 8. 5, 111
20 to 25 weeks 6. 4, 9.8
weeks........ 2 1.8 4.0

1 Effective for benefit years beginning after July 4, 1960, the maximum benefit rate was raised from $45 to $50.

The proportions of beneficiaries who were chronic repeaters did not differ much
by weekly benefit rate. The proportion ranged from 8 per cent of those with
benefit rates of $10 to $14 to 5 per cent of those with benefit rates of $30 to $34.
At every weekly benefit-rate interval, more of the womeil than of the men were
chronic repeaters. The proportion of women beneficiaries who were chronie
repeaters increased as the weekly benefit rate increased, with the highest rate (9
per cent) occurring among those entitled to rates of $46 to $50.

Eight per cent of the beneflclaries who received benefits for a substantial periou
of time in 1961 (15-19 weeks) were chronic repeaters, Only 1 per cent of the
beneficiaries who received benefits for less than 6 weeks, and 8 per cent of the

exhaustees were chronle repeaters,



‘W

103

NEW YORK OITY

Beneficiaries in New York City were chronic repeaters to a slightly greater - -
extent (5 per cent) than in the State as a whole (4 per cent). Chronic repeaters
in New York City ranged from less than 1 per cent of the beneficlaries from
durable-goods manufacturing to 11 per cent of the heneficiaries from apparel

manufacturing. -
CHARACTERISTIC8 OF CHRONIC REPEATERS

Among the 37,000 chronic repeaters, 23,000 or 62 per cent were women, a much
higher proportion than among all 1961 or 1967 beneficiaries.

INDUSTRY

Four-fifths of the chronic repeaters were from nondurable-goods manufacturing
(especially apparel) and construction, a much higher percentage than the propor-
tion of beneficiaries from these industries in the total beneficiary population, The
difterence was attributable to the number of workers from the apparel industry,
who represented more than half of the chronic repeaters, but only a little more
than one-fifth of all beneficiaries, Few of the chronic repeaters came from dura-
ble-goods manufacturing or from finance, insurance, and real estate (Table 6).

TABLE 6,—PERCENT DISTRIBUTION OF ALL 1961 BENEFICIARIES AND CHRONIC REPEATERS, 1961-67 BY INDUSTRY,
OCCUPATION, AND SEX .

[Based on & 10 percent sample)
Claimants receiving benefits
All 1961 beneficiaries each year, 1961-67
Both Bo
Selected characteristics, benefit years ending 1961 sexes Men  Women sexes Men Womaen
Number of beneficiaries............ SRaataas 875,460 506,040 369,420 36,550 13,950 22, 600
INQUSIY. eovececvieinivecacnnrerassnnenene- 1000 100.0 100.0 100.0 100.0 100.0
Manufacturing.. .. .oooooue ererrvesennnanuena 85.7 “4 ni 10.7 2.9 8.8
Durable Soods: g
Metals and machimery.......... 13.4 ni 8.3 .8 1.2 .5
Other......... IR, reana 24 34 1.0 .8 2.0 .1
Nondurable goods:
Apparel 21,9 9.6 3.7 §4.0 3.7 61.8
ol.... 18.0 14.3 4.1 15.1 8.0 19.5
Contract constructio 12.7 21.6 .6 1.8 30.5 .2
Transportation and public utifities........ 4.7 7.1 1.4 2.2 8.2 .4
Wholesale and retail trade....... 14.8 14.6 15.1 1.0 8.3 6.2
Finance, insurance, resl estate .. ............ 2.5 2.6 2.4 .6 1.1 .3
8.3 8.0 8.7 6.0 82 4.6
L3 1.7 R L7 3.8 4
......... “100.0 100.0 100.0 100.0 100.0 100.0
Professions) and managerial.......cueunenon.. 4.5 6.1 2.4 .9 L5 .8
Clerical and 32108 . ..coceenennennnnn cereanas 12.9 1.8 20.0 2.8 31 2.7
Services:
5.2 5.0 55 40 7 43
Othe 2.0 2.6 1.1 .8 1.1 .6
Skilled. . 15.8 3.4 5.3 15.7 20.2 13,0
Semiskilled .
A 15.7 63 286 4.7 25.7 51.6
Other industsies. ... 15.5 12.5 12,7 1.8 1.7 10.1
Unskilled........... 20.6 2.8 19.0 17.3 21.2 14
Other 2.8 9.5 5.4 48 8.9 2.3
[T, S, 100.0 100.0 100.0 100,0 100.0 100.0
Under 25 yr. . 14.9 15.4 1.1 2.9 5.1 1.6
Bty .. 20.6 2.7 17.8 9.2 1.5 7.8
Btoddyr... 22,1 20.8 3.9 4.3 2.0 26.3
45t0 54 yr. 20.7 1.9 2.4 3.6 29.6 40.9
to 64 15.5 15.4 15.7 22.1 U9 20.5
65 yr or over 6.1 1.8 39 4.9 1.9 3.0
4.5 0.7 2.5 8.7 8.2 4.5

Modian yr.oceeinnnmiiiiniacneas PO,
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Chart 3. Industry of Chronic Repeaters 1961.1967, by Sex
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Apparel workers loomed much larger among the women chronic repeaters than
among the men. More than two-thirds of the women, compared to less than one-
third of the male chronic repeaters, came from this industry,

However, almost one-third of the male chronic repeaters were construction
workers and there were more men than women among the chronic repeaters from
transportation, finance, and services,

The industry of chronic repeaters used in this analysis is the industry of the
chronic repeaters in 1861, If chronic repeaters are distributed by industry in
1967, there i8 practically no change between the 2 years.

EMPLOYMENT AND BENEFIT EXPERIENCE

Chronie repeaters in 1961—in about the same proportion as all 1961 bene-
ficlaries—had base-year employment of 15-26 weeks in the year; but a higher
proportion of the chronic repeaters worked 27-44 weeks (62 per cent compared
with 42 per cent) in the base year (Table 7).
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TABLE 7.—PERCENT DISTRIBUTION ON ALL 1961 BENEFICIARIES AND CHRONIC REPEATERS, 1961-67, BY BASE-
YEAR WEEKS OF WORK, WEEKLY BENEFIT RATE, DURATION OF BENEFITS, AND SEX

[Based on s 10 percent sample)

Clsimants rmivb” benefits

) AN 1961 beneficiaries each year, 1961-67
Base-year weeks of work, vmklr benefit rate and Both Both
duration of benefit years ending 1961 sexes Men  Women sexes Men  Women
Number of bensficiaries......... ceeeene 875,460 506,040 369,420 36,550 13,950 22,600
100.0 100.0 100.0 100,0 100.0 1000
1. L 1.8 1.4 1.8 1.2
16.6 18, 1 18.4 1.3 U1 2.9
2, 5.0 21.3 40, g .0 5
16, 16. 16.7 21, io 4 A
16. 15 1.5 143 2.6 15.
2. 26. 18.4 5.1 6.5 43
100.0 1000 100.0 100.0 1000 100.0
10t0319. .. Y} 1. 5,5 2.1 0.5 3.2
0 to §24. 9. 3 18.3 9.2 1.4 .
5 to $29. 16, X 21.6 16.7 4.0 24,
30 to $34. 15, 1L 21,4 1.9 82 23,
35 to $39. 11, 1.0 - 125 1.7 1.7 1
to§44. 8, 9.6 , 6 8.2 8.7 8,
Sto3s0i ... 35, 54, L1 U1 69.4 12.
Duration of benefits.. . .. 100.0 100.0 100.0 100.0 100.0 100.0
Less than 6 weeks. . 2.1 2.7 2.6 1.8 5.6 9,
6 to 14 weeks........ 2.7 2.9 3.9 U.6 23 36
150 19 woeks... 12.3 12.4 12.2 23,9 26.1 22,
20 to 25 weeks. .. 11.6 1.8 1.4 19.0 20.2 18
26 weeks ......... 2.6 23.2 21.9 14.8 15.3 14,
Average weeks. .. 14.3 14.4 14,2 16.4 16.9 16.0

1 Eftective July 4, 1960, the maximum banefit rate was raised from $45 to $50,
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AGE

The chronic repeaters were old; they had a median age of 48.7 years, 7 years
older on the average than all 1961 beneficiaries. There were few persons under 25
years among them and most of these young persons were men. Among those 25 to

64 years of age, the majority were women.
OCCUPATION

Blue-collar workers predominated among the chronic repeaters to a much
greater extent than among all beneflciaries; more than four-fifths were blue-
collar workers compared with two-thirds of all beneficiaries, A higher proportion
of the men (56 per cent) than the women (38 per cent) were skilled, semiskilled
from industries other than apparel, and unskilled workers, But half of the
women, compared with one-fourth of the men were semiskilled workers from the
apparel industry.

There was little difference in the average weekly benefit received by chronie
repeaters and all 1961 beneficiaries. On the average, however, the chronic re-
peaters drew benefits of 2.1 weeks longer than all beneficiarles; but a smaller
proportion of the chronic repeaters exhausted their benefits.

EDUCATIONAL ATTAINMENT

By large, the chronic repeaters were poorly educated. Over three-fifths of
them had only an elementary school education and most of these did not finish
grade school. Only 15 percent had at least completed high school (Table 8).

TABLE 8.—PERCENT DISTRIBUTION OF CHRONIC REPEATERS, 1961-67, BY EOUCATION AND SEX

[Based on a 10 percent sample)

Years of school completed, benefit years ending 1961 Both sexes Men Women
100.0 100.0 100.0

32.8 31.8 3.2

8yr.. 2.5 21.9 3.5
9 (o 1Ny 2.1 2.0 2.5
12 (r ..... lfg l;; lgg
13t 15yr... - -3 -2

16 yroOrover. o ueeinnniinniirenenacanas tceesansssessnnnosenn
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~Chart 4. Per cent of 1961 Beneficiaries who were Chronic
Repeaters, 1961-1967, by Age ond Occupation
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NEW YORK CITY

T'he chronic repeaters were concentrated in New York City to a greater extent
than all beneficiaries—09 per cent of the chronic repeaters compared to 58 per
cent of all beneficiaries were in New York City.

‘More of the chronic repeaters in New York City than in the State as a whole
were women, and more came from the apparel industry. Sixty-nine per cent of
those in New York City compared with 62 per cent in the State were women.
Seventy per cent of those in the City compared with 54 per cent in the State were

apparel workers. 5



