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EXTENSION OF EMERGENCY JOBLESS
BENEFITS

WEDNESDAY, JANUARY 29, 1992

U.S. SENATE,
COMMITTEE ON FINANCE,
Washington, DC.

. The hearing was convened, pursuant to notice, at 10:00 a.m., in
room SD-215, Dirksen Senate Office Building, Hon. Lloyd Bentsen

~ (chairman of the committee) presiding.
Also present: Senators Moynihan, Bradley, Rockefeller, Daschle,

- Breaux, Chafee, and Packwood.
[The press release announcing the hearing follows:]

[Press Reolease No. H-2, Jan. 28, 1992)

SENATOR BENTSEN PLANS JOBLESS BENEFITS HEARING; FINANCE CHAIRMAN TO
Prorose EXTENSION oF EMERGENCY BENEFITS

WASHINGTON, DC—Senator Lloyd Bentsen, Chairman of the Senate Finance Com-
mittee, Thursday announced a hearing on legislation to further extend unemploy-
- ment compensation benefits for jobless Americans.

Bentsen (D., Texas) said he will propose a bill in the next few days, with a goal

of enactment next month.
The hearing will be at 10 a.m. Wednesday, January 29, 1992 in Room SD-216

of the Dirksen Senate Office Building.
“I'm ogtim,}stic we can get a bill passed and to the President for his signature in

early February. Extendin7 these benefits is of vital importance to millions of Amer-
ican families,” Bentsen said.
“The economy continues to s le and the unemployment rate continues to rise.

Employers are doing more firing than hiring. Without question, the emergency bene-
fits program enacted last f'ear was badly needed and now it's clear that an exten-
sion is badly needed as well,” Bentsen said.

OPENING STATEMENT OF HON. LLOYD BENTSEN, A U.S. SEN-
ATOR FROM TEXAS, CHAIRMAN, SENATE FINANCE COMMIT-

TEE
The CHAIRMAN., If you would please cease conversation and take

your seats, we will be under way here.

Today’s hearing is going to be, of course, on the extension of Un-
employment Compensation benefits for millions of Americans who
are the victims of the longest period of economic stagnation since
the Great Depression.

I know we have some of the economists beginning to read the tea
leaves, divining, possibly, the first harbingers of recovery, but the
fact 18, this recession has taken a terrible toll on the American

work force.
()
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Labor markets today are worse than they were before Thanks-
giving when we extended benefits. The unemployment rate has in-

creased from 6.9 to 7.1 percent.
I know that kind of a rate of increase sounds small, but it has

enormous and tragic consequences for the families that are af-
fected. It means almost 290,000 more Americans joined the ranks
of the unemployed. That is about the equivalent of wiping out
every job in a mid-sized city.

Since December, the layoffs by blue chip companies have aver-
aged 2,600 people per day. Even if the recovery is beginning—
which I fervently hope it is—indications are it is going to be a weak
one, with gross domestic product rising at only half the post-war
average of recovery from recessions.

The Congressional Budget Office says there will be virtually no
improvement in the labor market this year. There is a good chance
that unemployment is going to remain in the 7-percent range, or
go higher.

Last year’s extension of unemployment benefits provided an im-
portant lifeline for the victims of this recession, but those benefits
are going to begin to run out on February 15 for some 600,000 peo-
ple, and that number is going to mount week after week thereafter.

Sustained economic growth—jobs—has to be our goal for the long
term. But, in the meantime, we cannot write off those hundreds of
thousands of Americans with expiring benefits. I was delighted to
see that the President shared that concern with us last night in his
State of the Union address.

I also realize that this is a time of tight budget constraints. But
I think in spite of that, we have an obligation to extend those bene-
fits again. We have an obligation to help sustain those, who,
through no fault of their own, have lost the jobs that sustained
them and their families in every State of the Union.

I am certainly encouraged by the fact that we seem to have a
consensus on the need to extend benefits, and that the President
shares that.

The Committee on Finance will be marking up a bill tomorrow,
and I hope we will be able to work with the administration—and
I am optimistic we can—and with the House, to extend those bene-
fits without delay.

We have a distinguished list of witnesses that will be appearing
before us this morning. We will be hearing from the administra-
tion, as well as representatives from business and labor.

We will also be hearing about prospects for the economy from the
distinguished head of research for DRI, and we will be hearing
about the impact of the recession directly from workers who are ex-
periencing it first-hand.

I am very pleased this morning to have the distinguished Sec-
retary of Labor here, but, first, I defer to my distinguished col-
league, Senator Packwood.

[The Jprepared statement of Senator Bentsen appears in the ap-

pendix.
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OPENING STATEMENT OF HON. BOB PACKWOOD, A U.S.
SENATOR FROM OREGON

Senator PACKWooD. Mr. Chairman, thank you. I can tell we are
much better off on unemployment now than we were last sum-
mer—unemployment bills, that is—as to whether we are going to
pass one. You can almost tell the speed with which we are likely
todact would be in inverse proportion to the size of the crowd here
today.

And, as everyone assumes, this is a done deal, apart from is it
going to be July or October, and some minor variations between
what the House will pass and what we will pass.

I will predict that by next Wednesday or Thursday this would be
passed, and to the President, and signed. And it will be behind us,
at least for the duration of the bill.

I am going to have to apologize. Since you set this meeting, the
President has asked to meet with the Republican Senators and will
be here very shortly, and I am going to go to that meeting. But
could I ask Secretary Martin just one question now that she could

answer?
The CHAIRMAN. Yes, of course. Go ahead.
Senator PACKWOOD. Lynn, this is a problem we all have in

States, and this is the pockets of unemploi:ment. It is not average
throughout the State. In my State, it is the timber industry, and
most of the timber countries are 10, or 15, or 18, or 20 percent un-

employment.
And the metropolitan areas are way below the average. And

when you have a chance, if you could address yourself to that sub-
ject of is there some way we could accommodate within the States
the rather dramatic differences in the geography of the State on

the unemployment rates.
[The information follows:]

SUBSTATE TRIGGERS

In 1987, the Department contracted with Mathematica Policy Research (MPR) to
determine the feasibility of developing and using a substate trigger for the extended
benefits program. In 1989, we published this study, entitled “An Evaluation of Fea-
sibility of a Substate Area Extended Benefit Program.” Specifically, the study in-
cludes a survey of all states to obtain information on data availability and automa-
tion capacity, a simulation of various substate options using detailed data from the
States of Florida and Missouri, and a review ofP the administrative impiications of
a substate program.

The study shows that there do not appear to be substantive gains in targeting
by transferring the focus of the EB program from the State as a w%wle to local labor
markets. Gains are most substantial during non-recessionary periods, but they can-
not be achieved without incurring significant implementation and operational costs.

For the most part, the targeting gains disappear during periods of high unemploy-
ment. In fact, unemployment in major labor marketenv!;lgthin a State tends to be re-

flected in the Statewide rate, i.e., if a major labor market has a sufficiently high
rate to trigger on, then chances are that the Statewide rate also would meet the
trigger requirements. In conclusion, implementing a substate program is feasible,
but at a very high cost. The primary costs are associated with administrative func-
tions, e.g., identification and notification of potential claimants, determination of eli-
gibility regarding residence or former place of work, and depending on the trigger
mechanism used, the collection and processing of data.

Senator PACKWOOD. Thank you, Mr. Chairman. I will go off for
that meeting.
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The CHAIRMAN. Thank you. Senator Moynihan, any comments
you might have.

OPENING STATEMENT OF HON. DANIEL PATRICK MOYNIHAN,
A U.S, SENATOR FROM NEW YORK

Senator MOYNIHAN. Mr, Chairman, I would like to welcome the
Secretary. I would make the simple point that unemployment in-
surance 18 a title to the Social Security Act, drawn up in the Labor
Department by your distinsuished redecessor, Frances Perkins.

It was something wethad no difficulty enacting and accepting in
the midst of the Great Depression. And 60 years later that we
should still be arguing about it is not the prettiest thing we saw
last year.

I am glad the administration has come to its senses, and I have
to put it just that way—not you, Madam Secretary, but the admin-
istration. But we welcome you.

The CHAIRMAN. Senator Bradley.

OPENING STATEMENT OF HON. BILL BRADLEY, A U.S.
SENATOR FROM NEW JERSEY

Senator BRADLEY. Thank you very much. Mr. Chairman, I will
sim{zly echo the words of both you, and Senator Moynihan, and
Packwood. Welcome to the Secretary. I am very pleased that the
administration seems to be on board for these extended benefits.

I do not think we should ever forget that we are dealing not with
numbers here, but people; people whose lives are really at stake,
losing their health insurance, and pensions endangered, not enough
money to take care of their family.

In my State in December alone, 10,000 more people lost their
i’obs. We have nearly 300,000 peOpie in New Jersey now who have

ost their jobs. \

And extended benefits is just one way of saying that we rec-
ognize that the government has a responsibility to those individ-
uals and their families to try to give them some modest help in
times of great personal and economic stress.

I woulﬁope that we would also be able to look at the formula
as it relates to extended benefits, because I think that it is really
in need of some revision. One, a revision that would be more con-
sistent with the nature of our recession now.

So I will look forward to working with the other committee mem-
bers and hearing the Secretary’s words, and thank the Chair.

[’I:ibe repared statement of Senator Bradley appears in the ap-
pendix.

Senator MOYNIHAN, Madam Secretary, if you would just proceed.
You may place your statement in the record if you wish.

Secretary MARTIN. I do, Mr. Chairman. Thank you.

STATEMENT OF HON. LYNN M. MARTIN, SECRETARY OF
LABOR

Secretary MARTIN. It is a pleasure to be here, and I do appreciate
the opportunity to testify on legislation to amend the Emergency
Unemployment Compensation Act.

A reminder, not anecdotally, but when I was in the House, I rep-
resented a district with a city that had the highest unemployment
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“rate in the nation during the last recession. It affected my friends,
and neighbors, and members of my own family.

So, there is personal deep concern for the men and women of this
Nation who do not have jobs and who have exhausted unemploy-
ment benefits; not because they do not wish to work, but because
they cannot find work.

You mentioned, Mr. Chairman, and it is quite true, that Presi-
dent Bush shares that concern about the recession’s impact on the

American people, particularly unemployed workers.
So, the President and I do want to work with all of you in the

Congress to help the unemployed, and, at the same time, move to-
ward an economy that will provide jobs for those Americans who
want to work and who need (ﬁesperately the chance.

In light of that concern, the President proposes to expand and ex-
tend the EUC to assist unemployed workers and their families
while they seek employment.

By working together last year, with your help, Mr. Chairman,
and the leadership of Senator Dole, and others in both Chambers,
we were able to provide important emergency benefits to unem-
ployed workers in a manner that was conristent with long-term
economic growth, It is obvious that we can work together again.

The regular UI programs, which provided nearly $25 billion to
over 10 million unemployed workers in fiscal year 1991, are now
supplemented. EUC provides two tiers of emergency benefits—20
weeks, or 13 weeks—depending on the State’s unemployment rate.

As you have mentioned, Mr. Chairman, the program is scheduled
to expire on June 13 of this year. We believe it is providing signifi-
cant help to the unemployeti, and their families, placing checks in
the hands of men and women all across this country who need help
with their mortgage bills, with grocery bills, tuition payments, car
paﬂments, and the bills of everyday life.

r. Chairman, the Department of Labor is proud of the efforts
of the State Employment Security Agencies and our own staff in
gettix;ﬁl that extended program up and running so quickly and so
smoothly.

Many States’ first benefit payments under that bill were made
Thanksgiving week, just 2 weeks after the legislation was enacted.

Yesterday, the administration, Republican Leader of the House,
Bob Michael, and the Chairman of the Ways and Means Commit-
tee, Dan Rostenkowski, of Illincis, joined forces to propose an ex-
tension of unemployment benefits that is consistent with the Budg-
et Enforcement Act.

The proposal was adopted by the Ways and Means Committee.

The proposal will expan(r and extend the program. First, the bipar-
tisan i)ackage dproposes adding, from the date of enactment through
June 13, an additional 13 weeks of benefits.
Unemployed workers who qualify for the EUC before June 14, in-
cluding those unemployed who are now receiving benefits, will be
eligible to receive a total of either 33 or 26 weeks of emergency
benefits, depending on the unemployment rate in their State.

Since under current law some of the unemi)loyed would have ex-
hausted their benefits as early as February 15, it is essential that
the proposal be enacted quickly. The package also proposes extend-
ing the expiration date to July 4.
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The department estimates the cost of the proposal to be $2.7 bil-
lion in fiscal year 1992. The proposal is fully financed, Mr. Chair-
man, and is consistent with the Budget Agreement. No sequester
would be triggered by its enactment.

Of course, we oppose proposals that would deem the costs associ-
ated with the changes to be emergency requirements under the
Budget Enforcement Act, thereby waiving pay-as-you-go. Such pro-
posals, were they to be enacted, could hinder the economic recovery
that I know you seek, and so, of course, does the administration.

Mr. Chairman, the administration is committing itself, and has
committed itself to responding in & very timely and fiscally respon-
sible way to those individuals that Senator Bradley mentioned: the
men and women, the people who desperately want and need our

help.

Tgle department and I, again, pledge that we will work with you
and any committee members to pass this legislation expeditiously
so that there will be no break in benefits for unemployed workers.

And, indeed, when we talk about the particular acidendums, it
might be wise to say briefly whet the legislation would mean. It
would mean that 1.6 million unemployed workers who would have
exhausted their benefits would get additional weeks, and that

means an entire year or more of unemploymeint benefits.

Sometimes there is confusion when we talk about 13 weeks. The
total would actually be 12 months—52 weeks—and up to 59 weeks
of getting unemployment benefits while the economy recovers and
while job search continues.

I add something else. Our brief conversation earlier, Mr. Chair-
man, and your support, which is so absolutely critical; it shows we
can work together.

If we can work together on this to help our fellow citizens who
needed help, surely that could provide the beginnings of how we
could work togeiher for long-term and short-term changes to make
sure that those who wish to work can find jobs.

I am grateful for what you have said, Mr. Chairman, publicly
and privately, about your desire to make sure the unemployed of
this Nation do find tﬁ'at they will have their benefits and will be
able to rest a little easier knowing that the world is not dropping
off in front of them.

Thank you, Mr. Chairman.
[The prepared statement of Secretary Martin appears in the ap-

pendix.

The CHAIRMAN. Thank you, Madam Secretary. That phone call I
went out for was to try to see what we could ]c?:) to move this very
expeditiously. I hope we can bring it up in the committee markup
tomorrow,

Secretary MARTIN. That would be wonderful.

The CHAIRMAN. And I am optimistic that we can pass this on the
floor of the Senate Tuesday, and that would be in very record time.

Secretary MARTIN. Indeed, it would.

The CHAIRMAN. And that was part of what I was trying to ar-
range on the telephone a moment ago.

I must tell you, my only concern is there are a lot of other tax
problems out there which members of this committee and those in
the Senate feel very strongly about, whether we are talking about
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tax on boats, or we are talking about capital gains, or investment
tax credits, or down the list.

The only possible danger is getting this tied up in some kind of
a bidding war on the floor or in this committee by people who feel
very strongly about these kinds of concerns.

And I am asking the leadership to join with me in resisting all
amendments, because this is a priority, and because we are going
to have a tax bill, and these other concerns will be addressed.

But, in listening to the President’s speech last night, one of the
things I noted was his reference to the bipartisan compromise that
he has endorsed. It costs $2.7 billion, and provides the extra weeks
that you were speaking of, to July 4.

Most of the economists are predicting a very slow recovery out
of this recession, and that unemployment will stay in the range of
7 percent for the balance of this year.

Now, in his statement the President said he had $4.4 billion in
the budget for unemployment compensation benefits—considerably
more than the $2.7 Eilfion cost of the compromise proposal. Does
that mean the administration believes high unemployment is goin
to continue, and that a further extension beyond the July 4 cut—oé
date you were talking about will be necessary?

Will the extra money in the budget be used for that purpose, or
is it the administration’s view that no further extension of unem-
{)loyment benefits will be needed beyond the July 4 cut-off? I would
ike to have a further interpretation of that by you, Madam Sec-
retary.

Secretary MARTIN. Yes, Although I do not speak here for Chair-
man Bosking, and, Mr. Chairman, we will get to you the adminis-
tration estimates as they look ahead to the first and second quar-

ter.
[The information follows:]

EcoNoMIC ASSUMPTIONS
Projected Administration Civilian Unemployment Rate (as of January 10, 1992):

CY 1991, 4th Quarter.... ..o 6.9%
CY 1991 AVErage .....ocviiiiiinierinesnmiimes ssesinesnessimnsiessosses s 6.7%
CY 1992, 4th QUArter.......ccccvvvvrennieisinineeeniimemene s e 6.8%
CY 1992 AVErage...... i e 6.9%

Secretary MARTIN. So, perhaps I could speak to the general view
of most economists, and tﬁat is, as you know, a slower growth than
any of us would wish, but that there is second quarter movement.

Now, from my department, when we do the unemployment, that,
as you know, is a lagging indicator. I do not have to tell you this,
Mr. Chairman, with your expertise. But we do believe that there
will be some downturn in unemployment, and the faster we can put
together a jobs and opportunity package, the faster we can make
that work. ,

What this does, with the agreement of all concerned, was to try
and take some of the politicization that was going on on the backs
of men and women who desperately need to hear from their govern-
ment—they do not care if 1t is Republican, or Democratic, or the
legislative, or the executive—but that the unemployment problems

would be met..
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You know there was some criticism that it took us too long, and
blame shifted last year. This is an attempt—and I think both sides
should be congratulated—to make sure that people do not suffer.

If unemployment rates drop, then, of course, we will all, I as-
sume, be enormously pleased. That is what we are after here. I
cannot believe any of us just want to extend benefits. What we
want to do is make sure people have jobs.

So, again, Mr. Chairman, you know, and I know that were there
difficult times, this President and this Congress would respond to
the needs of the people.

But this does take us to July; it does take us to the point where
all of us believe there is recovery. And I just hope the faster the
Congress can act—and I know tax bills are difficult; that I do
know—to accelerate the economy, the better.

The CHAIRMAN. Thank you, Madam Secretary.

Secretary MARTIN. Thank you, Mr. Chairman.

The CHAIRMAN. Senator Breaux.

OPENING STATEMENT OF HON. JOHN E:EAUX, A U.S.
SENATOR FROM LOUISIANA

Senator BREAUX. Thank you, Mr. Chairman. I thank the distin-
uished Secretary and former colleague. Good to see you back,
ynn. We are delighted to have you here.

I think, as you said, and I know the Chairman has said, that this
1s a very important piece of legislation. But let us not kid our-
selves; it does not represent a victory, it really represents a failure.
It represents a failure of an economic policy that is unable to fully
employ the people of this country.

o, it i8 important, yes, but it is a band-aid. It does nothi%% to
address the real problem of job creation and economic growth. With
this bill, we are just saying there is a big failure out there, we just
have to keep putting band-aids on it to help people out.

And, of course, I do not think we have any choice but to do what
};.he Chairman is proposing, and I intend to support him in that ef-
ort.
One of the things that does, however, directly affect jobs is one
of the tax policies that was enacted the last go-round; one that I
think clearly indicates that we shot ourselves in the foot, is, that,
the luxury tax on boats.

The estimates are that about 19,000 jobs are going to be lost.
And it is a touchy situation, because someone says, well, how can
you worry about luxury yachts? Well, we are not worried about
people who buy luxury yachts. They are not buying them.

e are worrying about the workers who used to work on building
them: the carpenter, the electrician, the pipe-fitter. The people who
built the boats are now out of work. And I think there is a direct
correlation between the luxury tax and those lost 19,000 i’obs. I
know the Chairman wants to get this bill passed as orderly and
fast as possible.

What would the administration’s position be if this, as a revenue
bill, had added to it a repeal of the luxury tax on boats, with a cor-
responding offset to pay for those lost revenues?

ecretary MARTIN. The one thing I learned as a member of the
House was to certainly not tell the Senate what it should or should
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not have in a bill, Senator. The Chairman-—and I know, especially
with Louisiana and the boat building that occurs down there-—did
indicate that this would be best as a clean bill, and that he wanted
to then look at another tax bill. I do not think I am putting words
in his mouth.

Let us be very clear here. No one is suggesting that this is a jobs-
producing bill. This is to help people who have lost their jobs.

If we had not done this and could come to agreement, there
would be rightful criticism, perhaps, to both sides. We have been
able to achieve that. I happen to think you make an excellent point
on the substance of what you are saying‘;

This bill, I think, will stand alone to help those and it will. How-
ever—and I think people like you, Senator Breaux, will be puttin
pressure on every side to achieve a tax bill that can stimulate rea
Lob production—this bill, because of the speed, it has to be out of

ere to help people by February 15.

And the Chairman has been buoth incredibly responsible and
rightfully pushy about doing this. I suspect that that would make
that extraordinarily difficult.

So, I think here we have a case of a clean bill to help people, and
to reassure them that the cliff that they were looking at has been
avoided. As a matter of fact, I think I am following the Chairman'’s
view on that.

Senator BREAUX. I think you all are in sync. Let me ask another
guestion then. We had 31 co-sponsors on the repeal bill that I and

enator Chafee offered. The Senate had a sense of the Senate reso-
lution calling for the repeal, and we had 82 votes in favor of it.

Now, if there is an opportunity to offer that legislation to this tax
bill, is it the position of the administration to support that, or not
support it?

ecretary MARTIN. The administration has worked out, and con-
tinues to work with this Chairman, I think the conversation has
been about a clean bill.

I would also tell you, as Secretary of Labor, I do not give the ad-
ministration’s position on tax policy, and that would be inappropri-
ate t. do so, Xgain, we are not talking about substance, we are
talking about this bill. I think both Chairman Rostenkowski and
Chairman Bentsen have indicated that they prefer and wish a
clean bill. My job is to make sure the people who are out of work
get served best, and I would have to say that would be done best
with a clean bill.

Senator BREAUX. Thank you, Madam Secretary.

Secretary MARTIN. I should add, if I may, if you want to put the
entire President’s program on, but I think that might take longer
than a week.

Senator BREAUX. Yes. But you all want a clean bill.

The CHAIRMAN. Senator Chafee.

OPENING STATEMENT OF HON. JOHN H. CHAFEE, A U.S.
SENATOR FROM RHODE ISLAND
Senator CHAFEE. Thank you very much, Mr. Chairman. Madam

Secretary, I am delighted to see you ‘
My problem, Mr. Chairman, with this clean bill business is that

we have been struggling here to get rid of this boat tax.
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And time and time again we are assured that, no, no, we should
roceed with this particular bill before us, we want it passed swift-
{, it must be a clean bill, and we will get to this other legislation

that is going to create jobs later on.

I think it is just as important to have job-creating measures and
to preserve jobs as it is to have measures to take care of 'people
who are without jobs. :

You yourself said, Madam Secretary, there is no way in the
world to look at this bill other than a bill to take care of people
who are unfortunate enough to have lost their jobs.

I think we ought to attach the same urgency to legislation to re-
peal the boat tax; not that one is exclusive of the other. I am all
for this unemployment benefits bill. It is going to help the citizens
of my State. We have got the highest unemployment rate in the na-
tion as a State. So, I am all for it, and was all for the last legisla-
tion.

But, at the same time, in our State we have people who could
go to work if we repealed this crazy luxury tax. I gag over the word
luxury, because I do not think it is a luxury to buy a boat.

We have pointed out 100,000 times that this ﬁas nothing to do
with favoring millionaires. What we are worried about is the people
who build the boats. They are the people who are being affected.

The millionaires can go buy their boats overseas and keep their
boats overseas, and cruise in the Mediterranean and have a lovely
time, but who gets hurt is Rhode Island boat builders. And I am
talking literally hundreds, and, indeed, across the Nation, as Sen-
ator Breaux has pointed out, thousands.

So, I am not so enthusiastic about having this be a clean bill, be-
cause when are we goini to get our shot? Mr. Chairman, here is
what bothers me, and I know you have worked hard on this, and
you are anxious to do something. But if this train leaves the sta-
tion with nothing on it but the extension of the Unemployment
Compensation, when do you think we will get our shot?

The CHAIRMAN, I thinl)(, we will get a tax bill no later than June.
That would be my expectation. You know how difficult it is to——

Senator CHAFEE. Oh, look, Mr. Chairman. I know how you feel
about this; you and-I have talked. So, nothing I am sayinﬁ ig——

The CHAIRMAN. Let me give you another thought, though. What
I would like to do is to also see if we cannot work something out.

First, I am absolutely adamant on the point that I want this as
a clean bill. Because if we start with the luxury tax on boats, I do
not know where we end up, and I think we flounder. I think this
does not pass, certainly, as expeditiously as we want.

But I think one of the ways to address what you are talking
about—and there is no question but that the boat industry 1s in a
serious depression, not a recession. I think part of that is the reces-
sion; I think part of it probably is the tax.

But I think the way we could probably take care of this—and I
would want to talk to Chairman Rostenkowski and others, is, per-
haps, to say if it is passed—if it is revoked in the tax bill—that it
be retroactive back to the date of this bill. That takes care of your
problem, it seems to me.

Senator CHAFEE. Well, that helps, because—
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The CHAIRMAN. Helps? That is quite a move. That takes care of

the argument.
Senator CHAFEE. Well, look, I am always grateful for small fa-

vors.
Senator BREAUX. Keep pushing. Keep pushing. [Laughter.]
Senator CHAFEE. Franﬁly, you talk of passage of this bill, we
were talking about this last year, Mr., Chairman. Remember, we
discussed this. And it was not very firm, but I thought I got sort
of a promise from you that it would be retroactive back to then.

The CHAIRMAN. What are you asking for then?

Senator CHAFEE. Well, heck, I would take it back tc when the
crazy thing was enacted, but I forgot when we did this. Was it in
November?

The CHAIRMAN. Let me tell you, Senator, I have gone about as
far as I am going to go this morning. But [——

Sjanator HAFEE. Well, we will get you tomorrow then. [Laugh-
ter.
Well, let me just also make another point, if I might, Mr. Chair-
man.

The CHAIRMAN. All right.

Senator CHAFEE. As you remember, when we did this first unem-

loyment extension, I guess, in November, everybody said let us

ave a clean bill. But you remember, we had those extenders on
it.

The CHAIRMAN. Yes.

Senator CHAFEE. We got those extenders on it, and that did not
hurt anything. As a matter of fact, it was——

The CHAIRMAN. We got a total agreement on that, and you are
not going to get it on this one. I am going to try to help you. I am
going to support repeal of that tax when it comes up, and that is
a further commitment to you. Now, you have done pretty well this
morning,

Senator CHAFEE. Well, I know. And, as I told you, my father al-
ways used to tell me, do not insult the crocodile bafore you have
crossed the stream. And that is about the way I feel here.

The CHAIRMAN. Well, I have been called a lot of things, but that
is a new one. [Laughter.]

Senator CHAFEE. All right. Mr. Chairman, I have to go, unfortu-
nately. There are some distinguished witnesses coming up, and I
had the privilege of being here when Mr. Bieber was here pre-
viously on another piece of legislation.

So, I am sorry to not have a chance to have a little back and
forth with him again. But I think we had a nice discussion, and

I appreciate it. ) _
he CHAIRMAN. What I would like to ask you is has anyone tried

to sell you a car since then?

Senator CHAFEE. I will tell you this, Mr. Chairman. You and I
thought the phone would ring off the hook. I have had not a single
letter, not a single call from anybody trying to sell me a car.

You make a public declaration that you might buy a car, and the
automobile sales force in this Nation—now I am going to stir them
all up—but they do not sell cars, they deal with customers. And
there is a whale of a difference. And do not give out my telephone

number, please. [Laughter.]
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The CHAIRMAN. All right. Thank you. Are there further ques-

tions? [No response.]

None.
Secretary MARTiN. May I thank the Chairman, and say, as Sec-

retary of Labor, I have seldom been able to appear before a com-
mittee with such joy and peace among all of us. [Laughter.]

And the fact that any of the problems are within your committee;
that happens to me, but seldom. And so, thank you, Mr. Chairman,
for that wonderful experience.

And I would like to publicly state my greetings to the head of the
UAW, whom I know, and has also been very active with makin
sure that his employees who may be unemployed through the dif-
ficulties in the auto field have availability of extended benefits.

So, I know he will be pleased, too, that the department, the ad-
ministration, and the committees have been able to represent the
people he, too, represents. Thank you.

[’I(‘Pe ]prepared statement of Secretary Martin appears in the ap-
pendix.

The CHAIRMAN, Thank you very much, Madam Secretary.

Our next witness will be Mr. David Wyss, who 18 the research

dirzctor for DRI. Mr. Wyss, we are pleased to have you. Please pro-
ceed.

STATEMENT OF DAVID A. WYSS, RESEARCH DIRECTOR, DRV
McGRAW.HILL, LEXINGTON, MA

Mr. Wyss. Thank you. Senator Bentsen, members of the commit-
tee, I would like to thank you for asking us to come here to speak
to you on the issue of extending unemployment insurance benefits.

Last year when this issue came up, the unemployment rate
looked like it was dropping from its level of 7 percent that it hit
in June, and looked like it would move lower as the economy recov-
ered slowly.

Even at that time, we thought that extending the benefits would
be a good insurance policy against a more extended recession. Now
that the recovery has disappeared, at least for the time being, we
think that the need for benefits has become even more obvious.

I would like to talk about two issues. One is the usefulness of
unemployment insurance extension as a stimulative measure for
the economy; and the second, the outlook for the economy and the
impact of t{at on the need for unemployment insurance benefits.

Extending benefits is a relatively small, but we think rather ef-
fective way, of providing a stimulus to the economy. The amount
involved, about $4.4 billion, is only a little over 1 percent of the
current budget deficit. It is not exactly a big move.

But the money does go to the people most in need of the funds—
the people who have been out of work the longest, and is going to
be spent much more than most other tax cuts or spending in-
creases, and going to have a pretty substantial impact on the econ-
omy as a result.

In addition, the benefits are inherently self-limiting. As the re-
cession ends and unemployment goes down, the benefits will phase

out.
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That limits the fear that financial markets will otherwise feel
about a stimulus package, or about increased spending. Let us face
it, the bond market has backed up rather badly recently.

The yield on long-term Treasury Bonds has gone up about three/
tenths of a percentage point to 7.7 percent; mortgage rates have
risen about a quarter point, largel %anuse of fears of what the
stimulus package would bring. At {east with a self-limiting pack-
age, bond markets worry about only 1 year, which means that the
impact on the bond market on unemployment insurance is rel-
atively limited.

In terms of the second question, what is going to happen to the
economy, we expect that the recovery will resume by this summer
with growth accelerating to about 4 percent or a little above in the
second-half of this year. ,

That assumes the passage by early second quarter of something
like the stimulus pacﬁage proposed by President Bush in the State
of the Union address last night.

Without such a package, we would expect growth in the 3Va-per-
cent range; relatively slower, but still a recovery.

Even 1f the economy recovers on this schedule, the unemploy-
ment rate will not peak until this summer. And even if the unem-

loyment rate starts to come down in late summer, the number of

ong-term unemployed will not peak until late this year.

If you look at the history of past recessions, the number of long-
term unemployed—the number of unemployed that have been out
of work more than 26 weeks—does not hit a peak until about 6
months after the peak in the unemployment rate. That suggests
that this problem will not even start to diminish until the very end
of this year.

We have worries, obviously, even about this forecast. We were
surprised by the stall in the economy that began in late summer.
We had expected the recovery of the spring to continue and gather
strength in the fourth quarter.

Through the summer, through the third quarter of this year, our
forecast was right about on track. But it is quite clear that the

“ fourth quarter and first quarter are substantially weaker than we
thought, largely because of the collapse of consumer confidence that
we saw in the late summer.,

We hope that one thing that will come out of the State of the
Union address, that will come out of a fiscal package is a recovery
in consumer confidence.

If that happens, as we expect, the economy will re-start this fall.
The problem will gradually diminish as we move into the autumn
mont%s.

But if not, if the American public remains as cynical and pes-
simistic as they are at the moment, there is a definite risk that this
recession coul({ last longer; that the recovery could be weaker and
raore delayed than we anticipated.

I would also like to point out that this is, like most recessions,
a very uneven recession. The impact in some States, notably the
two coasts, has been much more severe than the impact on the rest
of the country. The bi-coastal expansion of the 1980’s has been suc-
ceeded by the bi-coastal recession of the 1990’s.

0 ~-92 -2
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In the Northeast, in California, this recession has really almout
passed the recession stage. In a State like Massachusetts, where
employment has dropped over 10 percent from its peak, we are
really talking depression-level declines.

On the other hand, in the mid-west, in Texas, which is recover-
ing from its recession of the mid-1980’s, this is a relatively mild
downturn.

I would like to just state, in conclusion, that we definitely sup-
ort the idea of the unemployment insurance extension. We be-
ieve, however, that if this 18 extended, this is not going to be the

last extension that this committee will have to consider. Thank
you.

The CHAIRMAN. You mean in the sequence of what we are doing,
that we might have another extension beyond this one.

Mr. Wyss. Especially if this is only extended through July 4,
there is no question.

The CHAIRMAN. Yes. All right. And looking at your forecast, as
I understand it, you have been talking about a double-dip reces-
sion.

And, as I also look at your forecast, it is rather comparable to
what you forecast last year, which you said you missed, as did most
economists. What is different this time?

Mr. Wyss. Well, I think we do not fully understand why we
missed, obviously, or we would not have missed in the first place.
But I think two things happened.

Number one, during the recession, the recession was moderated
by the sharp dmﬁ in imports that came. As consumers stopped
spending money, they stopped spending money on imports.

But when they returned to the shopping malls in the spring, im-

orts bounced up very sharply. We had a double-digit increase in
import volume in both the second and third quarter of this year.
And that meant that the rise in consumer spending did not result
in an increase in jobs or an increase in incomes. As a result, the
recovery stalled.

Especially as people who had been laid off during the winter saw
that there were no jobs opening up in the summer, they lost con-
fidence, lost hope, and stopped spending money.

We think that has run its course; that the imports, to a large
measure, have been coming in to restock shelves, and that the
growth will slow down. Therefore, we are going to lose that drag
on the economy during the second-half of this year.

The CHAIRMAN. I have listened to your comments about regional
concerns, and where you had, in effect, a very good economy on the
coasts last time. This time the recession is on the coasts.

I could not help but think when you talked about Texas and the
recession—we did not have a recession, we had a depression. It did
not last 6 months, it lasted for quite a time. And we are gradually,
gradually coming out of it.

You think this time that we may have a further extension of the
recession for the Californians and the New England States, is that
the thought? Does that mean the lack of consumer confidence is
also more in those areas, and if so, why?

Mr. Wyss. Well, consumer confidence has collapsed in New Eng-
land. The national number for consumer confidence is down to 650
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percent. In New England, it is dewn to 25 percent. People are
scared, and they are scared because there are not any jobs. They
are moving out of the State.

The unemployment rate in Massachusetts has now dropped for
4 months in a row. It is not because people are finding jobs; it is
because they are leaving the State.

The CHAIRMAN. We had the same problem, as I recall. We had
tents up here in Washington, DC, we had the motels full of people
from Texas who were up here as plumbers, bricklayers, while you
had booming times here. That is what has happened to us. I think
we have seen the greatest transfer of wealth that I believe we have
had in this countiy since Reconstruction. Real estate is being sold
at liquidating values, and it has been a traumatic experience for

this country, particularly parts of it.
The CHAIRMAN. Senator Rockefeller, do you have some com-

ments?
Senator ROCKEFELLER. No, Mr. Chairman.
The CHAIRMAN. Well, thank you very much for your comments.
Mr. Wyss. Thank you.
[The prepared statement of Mr. Wyss appears in the appendix.]
The CHAIRMAN. Our next witness is8 Mr. Michael Roush, who is
the director of Federal Government relations, National Federation
of Independent Business. We are pleased to have you.

STATEMENT OF MICHAEL O. ROUSH, DIRECTOR OF FEDERAL
GOVERNMENT RELATIONS, SENATE, NATIONAL FED-
ERATION OF INDEPENDENT BUSINESS, WASHINGTON, DC

Mr. RousH. Thank you, Mr. Chairman. I will be very brief this
morning.

The National Federation of Independent Business represents
over 500,000 small business owner/operators around the country.
Employees are a small firm's most valuable, as well as most nu-
merous resource. That is to say small employers are labor inten-
sive.

That is why payroll taxes, such as the Unemployment Ingurance
Tax—the FUTX tax—have such a tremendous bearing on small
businesses and their ability to hire additional employees. And as
you consider changes in the Ul program, I hope that you would
consider the following points.

First, that the average income of a small business owner in this
country is in the neighborhood of $30,000 a year. If you take that
on an hourly basis, the average small business owner in this coun-
try makes less than the average wage-earner in this country.

The second point that I would like to make is that payroll taxes
comprise the largest single tax by far that small employers pay.
Currently, they pay more in payroll taxes than they pay in income
taxes.

The third point is that any emergency increase in the unemploy-
ment benefit program should last no longer than the emergency. If
Congress decides—and obviously it has—that the current economic
condgizions warrant an emergency extension of benefits, that exten-
sion should not be accompanie({ by any permanent, fundamental

changes in the Ul program at this time.



16

Fourth, the depletion of the trust funds that will occur as a re-
sult of any extension that takes place at the moment is likely to
lead to a future payroll tax increase, and we will oppose any such
increase in the future,

Quoting from Congressman Archer yesterday, apparently sharing
my view, “approval of this proposal 18 a precursor for payroll tax
increases that will come in a few short months.” That is something
that we do not view with pleasantness.

The next point is that in many States, small business owners
who pag into the Ul program on their own behalf are ineligible to
collect benefits on their own behalf when their business goes out
of business. )

The final point here is to say that increasing the cost of hiring
additional employees for the kind of enterprises that I have just de-
scribed, in order to expand benefits to the unemployed, makes, in
our opinion, little sense.

Increasing the cost of labor for the kind of business that we are
talking about is a very dicey proposition, and there is not a lot of
margin for playing around.

at all that adds up to, I guess, is that we would oppose any
extension bill that does increase the FUTA taxus, or does make
permanent changes in the system. It also means that we do not
support the House bill.

We are neutral on the House bill. It has reached that threshold
of concern on those items I talked about as far as permanent
fhanges, FUTA taxes, et cetera, but it has not quite crossed the
ine yet.

The CHAIRMAN. Well, let me get to the permanent changes that
you are talking about. I do not think I really——

Mr. RousH. We are talking about the kinds of things that Con-
gressman Downey has talked about, the kinds of changes——

The CHAIRMAN. No, no. I am talking about what is in the House
bill now.

Mr. RousH. Oh. Oh, oh, oh.

The CHAIRMAN, Are you relating to that?

Mr. RousH. No.

The CHAIRMAN, Oh. All right.

Mr. RousH. No, not at all. Not at all.

The CHAIRMAN, All right.

Mr. RousH. And, with that, I will answer any questions that I

can.
The CHAIRMAN, I think there is no question but that you are
going to get chan%ﬁs in the way unemployment rates are figured,
because I do not think that they give you a true reflection as they
now are.

I am not trying to anticipate or say what those changes would
be, and certainly I do not anticipate them in this piece of legisla-
tion, but I think we will——

Mr. RousH. For which we are thankful.

The CHAIRMAN. Pardon?

Mr. RousH. For which we are thankful, because there was a dis-

tinct possibility that it could have happened.
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The CHAIRMAN. Well, obviously we will be happy to have your
comments and your thoughts as to what those cﬁanges should be
when that appropriate time comes. Senator Rockefeller.

Senator ROCKEFELLER. Mr. Roush, this is philosophical question,
I suppose. It was fascinating to me to listen to the tone of your
comments. There was enormous reluctance. There was a sense that
if extension of emergency unemployment has to happen, we want
to make sure that this, this, this, and this does not happen. I felt
an overwhelming sense that you were speaking as somebody who
wants to see the tough things that we have to do in this country
to save our country economically, but that your only concern is sav-
ing first and foremost small business. All of these changes you per-
ceive as hostile.

I know, from experience that we have had in terms of health
care, small business, more than anything else, is drowning under
the cost of health care.

Mr. RousH. Yes.
Senator ROCKEFELLER. And one commission offers to pay 40 per-

cent of your health insurance premiums; another group offers to
pay 2b percent of your health insurance premiums.

Always you come back with this overriding sense of hostility. We
will oppose this; if you do this, we will oppose that; we are reluc-
tant about this; we are neutral.

I wonder how it is you define your role in terms of—and your or-
ganization’s role—in terms of the responsibilities that we all have
to solve our National economic problems.

Mr. RousH. Well, you are right, Senator; that is a philosophic
question. It is a good question, and I think that the sense of hos-
tility—I did not want to convey a sense of hostility. I was hoping
I was conveying a sense of sadness.

But the sense of hostility, to the extent that you perceive it from
either myself or small business owners across the country, is be-
cause small business owners feel themselves to be beleaguered,
under siege by Congress.

They perceive themselves to be the victims of many of the prob-
lems that you enumerated; from the health care system to the un-
employment system, which they perceive is fundamentally unfair
to them.

And regarding their, or my, or our shared responsibility, Senator,
in solving the national problems, I think that that is the kind of
thing that all of us wrestle with, but that the society, to some large
extent settled hundreds of years ago in this country: I will solve my
problems, you solve your problems, and I will try to help you solve
your problems if I can, but keep the government off my back.

Do not tell me what to do, do not tell me what is right, do not
tell me what is good. The problems of the society can largely be
solved by the people of the society, not the government. of the soci-
ety. ' '

%‘hat, I think, is one of the fundamental tenets of most small
business people in this country. They believe themselves to be the
inheritors of that freedom which the Lexington Minuteman, and
others, went out to achieve. That person, that Lexington Minute-

man, was a shop owner.
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They believe that society’s problems, and they are concerned
about all the same problems—environmental, health care—that
you and I are concerned about, can be solved in a drastically dif-
ferent manner than many people in Congress believe.

Senator ROCKEFELLER. Always by somebody else, I take it.

Mr. RousH. No, not always by somebody else. That is dis-
ingenuous, Senator. Small business owners, typically around the
country, are the pillars—to use a cliche—of their community.

They are the people who pay for the Little League, they are the
people who donate money, they are the people who do all these
things. As I said, I view that as a disingenuous comment.

The government is what they do not trust and they do not like.
And I think that they believe that opinion is well-founded in his-
tory. I share that view.

Senator ROCKEFELLER. Thank you, Mr. Chairman.

The CHAIRMAN. Well, I understand some of that frustration,
some of that concern. I do not think it deserves the almost blanket
indictment that you are talking about. There are places where
small business wants government to help, asks for its help.

Mr. RousH. Senator, that is right. And I think that the frustra-
tion level is at such a height that sometimes their—and perhaps
even my—expression of the situation gets excessively sharp, shall
I say. But it is because the frustration level is so high.

They tiuly do—and I hear this going around the country, and I
am sure other people like yourself do—feel beleaguered. They truly
feel that somebody somewhere just does not understand that they
have to make a living, just like their employees have to make a liv-
ing.
A lot of the people who are small business owners are small busi-
ness owners because they lost their jobs someplace else, and par-
ticularly in recessionary periods that is true.

We typically see a sort of uptick in start-ups of small businesses
during recessions. Their survival is not necessarily that long. But
when people lose jobs from IBM or General Motors, they go out and
start a business of their own sometimes; turning a hobby into a
business; turning their expertise at the large corporation into a
business. So, you know, there is a lot of sympathy and compassion.
I mean, they are in this with the rest of us.

The CHAIRMAN. I think I understand that. I originally came from
small business. But I also see where they share some of the same
concerns as their employees, because, in part, they are an em-
ployee.

Mr. RousH. That is right.

The CHAIRMAN. And I look at what you have with job lock. I look

at the fact of cherry picking among small businesses by insurance.
I look at their going in and carving out one employee and saying
that one has a heart condition, therefore, we will not cover that

one. And maybe it is the employer’s wife.
And so, I include things 1n the Lill I have introduced to try to

take care of some of that. And NFIB supports it.
Mr. RousH. We do.
The CHAIRMAN, Yes.



19

Mr. RousH. We do, definitely. And you are exactly right. The
wife of the employer, or a 20-year employee, can be faced with
these problems.

The CHAIRMAN. Yes.
Mr. RousH. In many of these situations, we are talking about

people who work shoulder-to-shoulder, day-to-day, for years and
years of their life together.

They are not anonymous employees in X department, 27 stories
down, it is the person that they work with, they know their family,
they know their kids. I can go on, but——

’I‘)}')e CHAIRMAN. Yes. Well

Senator ROCKEFELLER. Mr. Chairman.

The CHAIRMAN. Yes.

Senator ROCKEFELLER. I guess what is perplexing to me is that
Mr. Roush’s organization takes particular pride in saying that it
will stop at not%ing in order to stop this, or that, or the other bill,

The small businesses that I deal with around the country, and
I suspect that I am probably out there a good deal more than you
are, Mr. Roush—certainly West Virginia is almost exclusively small
business—are people who, much more than the big business that
you speak of, understand, in great particularity, the sensitivities of
their problems and what is needed, and what is desirable.

And I find them very open. I find it interesting that almost half
of all people in businesses of 10 or fewer employees, which is cer-
tainly a small business, already offer health insurance and others -
basically want to, but cannot afford to.

When (f)eople start trying to figure out a way to make it afford-
able, and they present a 30-point approach to 1t, that your organi-
zation, Mr. Roush, always is the one which most assuredly goes for
the one or two points which it finds most difficult, whici; 18 most
likely to strike a negative response with your membership—and I
understand the importance of keeping up membership—and then
savage it; slash and burn.

It 18 quite unique that way among businesses that represent any
businesses, big or small, that I know of in this town, and quite de-
structive in ways that I have not seen in my 7 years here.

I find that sad. I find that an easy course for you to take; very,
very easy. It is a simple way to keep firmness and keep people 1n
line, and to frighten people.

But I find that in the times we are in now where everybody has
to kind of rigse above where they have been before and do more
than they have done before, I find it peculiarly out of sync with
what it is that we need from our country.

Mr. RoUSH. Senator, my first comment is that that is a naive
view of either NFIB, our membership, or other business organiza-
tions in this town.

But the uniqueness that you talk about within NFIB is there,
and that is that there is no other organization in this town, or in
this country, as far as I am aware of, who follows its membership
as much as we do. '

We do not take public policy positions without first polling our

entire 560,000 members. The majority rules. I do not set policy; a
half a dozen people at our offices here in town do not set policy.

We follow our membership.
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In fact, that is the entregreneurial idea that started this organi-
zation 50 years ago to let the membership set the position. .

The other point, just in that regard, is that our membership
averages eight employees. We do not represent any other than the
mainstreet business 1n this country. We are a %ressively non-par-
tisan, but we are extremely partisan in the d%a ense of our mem-
bers’ position, and we truly, truly follow their lead.

So, if you perceive NFIB to be out of step, Senator, I would con-
tend that you have misread the small business community in this
country drastically.

The CHAIRMAN. Let me say, and then hopefully this will be the
end of it, but——

Mr. RousH. I am prepared to go on.
The CHAIRMAN. Well, I am, too, but we have some other distin-

guished witnesses. Congress, as sometimes said by some, is out of
touch. I think that is the wildest kind of a statement.

Not only do I get, during legislative days, about 1,000 letters a
day—which obviousiy I cannot read, and I surely do not weigh—
but I do ask for representative letters to read. And with coach
flights on the jet plane, I meet folks every day.

ey give me a list of my appointments, but that does not count

the drop-in trade I get during the day. I am in an airport, and peo-
Ele walk up to me to lobby me on whatever their interest is. I can
e trying to take a nap in an airplane seat and have someone come
up and shake my shoulder and say, I do not mean to disturb you,
Senator, but—but that is what I hired out for. If I did not agree
to that as being part of the job, I ought to be in something else.

But I believe, more than ever before, people up here have com-
munications advising them of the view of constituents. Not just a
matter of polling, either.

Well, thank you very much for your testimony. I appreciate it.
Mr. RousH. Thank you, Senator. You, too, Senator Rockefeller.
[The grepared statement of Mr. Roush appears in the appendix.]
The CHAIRMAN. Our next witness is Mr. Owen Bieber, who is
resident of the UAW, and is representing the AFL-CIO and the

AW. We are pleased to have you back, Mr. Bieber.

STATEMENT OF OWEN F. BIEBER, PRESIDENT, INTER-
NATIONAL UNION, UNITED AUTOMOBILE, AEROSPACE AND
AGRICULTURAL IMPLEMENT WORKERS OF AMERICA (UAW),
REPRESENTING THE AFL-CIO AND THE UAW, DETROIT, Mi,
ACCOMPANIED BY ALAN REUTHER, LEGISLATIVE DIRECTOR
(UAW)

Mr. BIEBER. Thank you, Mr. Chairman. I am glad to be here. I
have with me Alan Reuther, our legislative director, and I am
hapEy to have this opportunity, and also am happy to see Senator
Rockefeller here, as well. I am sorry that Senator Chafee had to
leave, but we will get an opportunity at some other time.

I am the President of the International UAW. I am also a mem-
ber of the executive council of the AFL-CIO, and, as you said, Mr.
Chairman, I am appearing here today on behalf of the AFL-CIO,
as well as the UAW. I have a longer statement that I would like

to have part of the record.
The CHAIRMAN, That will be made part of the record.
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[The prepared statement of Mr. Bieber appears in the appendix.]
Mr. BIEBER, I wish to thank you and the committee for the op-
ortunity to testify concerning proposals to extend the Emergency
nemployment Compensation program.

We strongly support extension of the life of the EUC program
and the payment of 13 weeks of additional benefits to tge ong-
term unemployed.

I might say, Mr, Chairman, that we are pleased that the admin-
istration is supporting the extension to Juﬁf 4, however, we think
the problem will be with us for a longer period than that, and,
therefore, a longer, or better yet, a permanent extended benefit
program, I think, needs to be worked out.

Late last year, after months of delays and prolonged debate, the
EUC program was enacted. This f)rog‘ram has provided much-need-
ed relief for the long-term unemployed. Unfortunately, the economy
shows little sign of the job growt‘l)m which is needed to get the unem-
ployed back to work. ———

Under the current EUC program, large numbers of unemployed
workers will lose their benefits in mid-February, and there will be
hundreds of thousands of workers left without benefits when the
EUC program expires on June 13, 1992.

When the UAW testified last February in support of legislation
to provide extended benefits to the long-term unemployed, we pre-
dicted that the recession was unlikely to be a short, painless down-
turn.

Now, even what I call the blue chip economic indicators are
painting a gloomy picture for the coming year, predicting expansion
of just 1.6 percent.

r. Chairman, from the first quarter of 1990 to the last quarter
of 1991, the percent unemployed 16 weeks or longer climbed stead-
ily from 1.4 to 2.1 percent. In December of 1991, 2.3 percent of the
civilian labor force had been unemployed 16 weeks or onger.

The average duration of unemployment shows a similar upward
climb during recent months, up from a seasonally adjusted average
of 14.1 weeks in August, to 15.3 weeks in Decemger.

The portion of the unemployed who were jobless 27 weeks or
more grew frcm a seasonally adjusted 10.6 percent in December
1990 to 16.6 percent in December of 1991,

The prolonged recession f_{ovides a compelling case for the exten-
sion of the EUC program. Hundreds of thousands of jobs have dis-
appeared during the recession. The lack of job growth leaves the
unemployed without realistic hope of finding employment in large
numbers in this economic environment.

It would be unconscionable for the Federal Government to fail to
act quickly to extend the EUC program. We believe the EUC pro-
gram should be extended until the end of this year, due to the con-
tinued disappearance of thousands of jobs in the economy.

In addition, since job growth lags behind the start of a recovery
by several months, the EUC program will be needed throughout
the coming year to provide essential financial support for the long-
term unemployed.

It is also cnitical that benefits be extended by at least another 13
weeks. This is justified by the reality that in economic hard times,
the length of unemployment increases as jobs become more scarce.
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Mr. Chairman, when unexpected cconomic events harm hundreds
of thousands of workers, those individuals, their families, and their
communities have a right to expect the Federal Government to pro-
vide them with some relief.

The current recession will go on record as the longest of the post-
World War II era. An extension of the EUC program is fully justi-
fied. We urge Congress to act promptly to extend this critica pro-
gram.

It is also important to remember that this temﬁorary EUC pro-
gram is only necessary because in recent years the long-term un-
employed have been without an effective extended benefits, or what
we call EB program

The AFL-CIO and the UAW strongly support the restoration of
an effective, permanent EB program as an essential part of a fair,
humane unemployment compensation system. Enactment of aay
EB reform program must include the adoption of realistic EB trig-

ers.
€ In conclusion, Mr. Chairman, I appreciate the opportunity to tes-
tify on behalf of the AFL-CIO and UAW in support of prompt en-
actment of legislation to extend the life of the EUC program, and
provide additional wecks of EUC benefits.

I would be happy, Mr. Chairman, to try to answer any questions
that you may have.

The CHAIRMAN. Well, I think you have anticipated my questions;
you have answered them. Senator Rockefeller, do you zlave any
questions?

Senator ROCKEFELLER, Mr. Chairman, I aiso have a statement to
put in the record, if that is all right. I would like to say that I am
really glad that you are here, President Bieber,)fighting for this,
and for so many other things.

The country is in such a difficult situation that everybody has to
be willing to do things that we have not been willing to do before.
We have to be willing to look at things in new ways; we have to
test ourselves and think thoughts that we have not considered be-
fore because the country is in that kind of situation.

And I think above all, whether it is in a private citizen or a pub-
lic citizen, when people come forward and stand for something and
are willing to accept some fight, perhaps, simply do not reflect ex-
actly what it is that their members are thinking. I mean, that is
not leadership, that is “followership.”

Also, I have read some of vhe poﬁs or questionnaires that the last
witness send out to their people. They pre-ordain the answer by the
way they ask the question.

UAW has a classic tradition; it is a troubled tradition. In many
wag's, it is in trouble now. But you have never done anything but
fight for what you believe in, and often you have been ahead of
your membership. And I think that is the way the deal has to be
these days. I just appreciate your being here.

Mr. BIEBER. Thank you, Senator Rockefeller. Let me say this,
that I do view myself as a leader of my organization. I think the
membership of my organization has a right to expect that I provide
leadership for them.

It would be very easy to, each day, send out a questionnaire and
say, what should I do from 6:00 in the morning t:ll midnight. That
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would not be the life I would want to lead, and I would not bhe ap-
pearing here as the President of the UAW if that was my choice.

The CHAJRMAN. I do not believe anyone is going to accuse you of
that, Mr. Bieber. I have been delighted to have you as a witness
man‘)(/ times, and appreciate your friendship and your comments, I
think Senator Rockefeller made a very nice tribute. And I am de-
lighted to have your associate, Mr, Reuther. Thank you for your
comments.

Mr. BIEBER. I thank both of you.

The CHAIRMAN. Our next witness will be Mr. William D.
Grossenbacher, who is the president of the Interstate Conference of
Employment Security Agencies, and is the Administrator of that
great State of Texas Employment Commission. It’s nice to have

you.

STATEMENT OF WILLIAM D. GROSSENBACHER, PRESIDENT,
INTERSTATE CONFERENCE OF EMPLOYMENT SECURITY
AGENCIES, AND ADMINISTRATOR, TEXAS EMPLOYMENT
COMMISSION, AUSTIN, TX

Mr. GROSSENBACHER. Senator, thank you very much. I appreciate
the opportunity te come before the committee. It is a pleasure. I
have spent a ot of the time working up on the Hill here in pre-
vious years. We have been trying to get a supplemental budget just
to keep that system we operate going.,

I certainly appreciate your assistance, and it is nice to be talking
about a program that has bipartisan support and administration
support now. So, it is a little bit different circumstance.

Today I just would like to briefly bring three issuec before the
committee and ask you to think about them and consider them as
we talk about extending unemployment benefits.

The Secretary of Labor spoke this morning about the quick re-
sponse of the States, and they were proud of the States.

And I will say, on behalf of my colleagues, we were able to put
that program in place within a matter of just a very short period
of weeks in Texas.

I will just tell you that as of mid-January, we sent out over
410,000 applications for the extended emergency program. We have

rocessed over 80,000 claims for emergency benzfits. We have paid
556 x}rllillion in benefit payments up through the middle of this
month.

We are handling, on 800 telephcne lines that we put in, over
1,200 to 1,600 calls per day on those lines.

What we did in Texas, because we were already paying approxi-
mately $26 million a week in regular benefits, our local offices were
80 overrun in terms of work loas, we decided, one, it would be fast-
er, and two, it would protect those offices somewhat if we put the
extended benefits program in place by mailing applications out to
individuals, and having them send them back in to our central of-
fice.
So, we were able to implement the program rather quickly that
way, and we were able to keep the bulk of that additional work
load out of our local offices and get those claims paid quickly.
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I would simply mention, as I started out, that that system is in
place. There is no other system in this country that can be utilized
that quickly to address issues of the unemployed.

If we allow that infrastructure of that system to fall away and
get in disarray, you would not be able to implement extended bene-

t programs as quickly and as effectively as we have.

I mention that simply because one of the points I would really
like the committee to consider is the way the Unemployment Trust
Funds are treated for Federal budget purposes.

I have talked with numerous members of Congress and their
staffs. The Interstate Conference, has for many years, had a posi-
tion that the Unemployment Trust Fund lshou]dy not be a part of
the Federal deficit calculation, whether you call it moving off budg-
et, or whatever.

We have felt that the FUTA account should be maintained off
budget, and that they should be used for employment security pur-
poses.

We will probably be back in a very short period of time testifying
on budgets, so I would just ask the committee to consider that
when you look at appropriations for the employment security sys-
tem, and that is I think that here we tend to talk in programmatic
issues.

You look at the unemployment insurance budget; {ou may look
at an employment service budget. In Texas, that 1s all one local of-
fice that serves the public out there.

So, when we have to come and testify for employment service
budgets, or for unemployment insurance budgets, that is all the
same group of folks out there that are delivering these kinds of
services.

And we would like you to think about that when you ask those
systems to deliver programs like the Extended Unempleyment

ompensation program.

One other issue that is of concern to my colleagues in all of the
States are the real restrictive requirements that we have placed on
the Extended Compensation program.

The Extended Benefits eligibility and qualifying requirements
also apply to the new EUC program.

There are a number of them, that are described in some detail
in our written testimony. One of the most difficult is the work
search requirement.

We ran a quick check before I left, and based on our program
right now with the number of individuals in it, we would estimate
they are going to have to make something like 640,000 employer
contacts to meet those requirements.

That is a considerable amount, and if you look at the fact that
we only have 326,000 covered employers in this State, we are re-
quiring more job search contacts than we have employers.

Even though there is a high unemployment, and employers are
not hiring, we are requiring these individuals to make one em-
plglyer contact or work search per week.

hey are also in competition with all the individuals that are
making work search contacts on our State program.

We feel like those Federal requirements of work search, suitable
work—I was talking with one of my colleagues in Florida.
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Under the suitable work provision, Florida would have to refer
airlines pilots who are unemployed to cut sugar cane. Those are
just crazy requirements to have, Senator,

The CHAIRMAN. They are what?

Mr. GROSSENBACHER. They are just crazy requirements. I think
all of us support work search. All of the States have work search
provisions.

What we would ask is that as you talk about an extension or ad-
ditional programs, that you allow the State work search require-
ments that have been put in place by State legislatures to be uti-
lized on this type of program.

The CHAIRMAN. Well, I certainly understand your concern with
some of the Federal requirements that have been put. And they
were tightened in 1981, as I recall.

Mr. GROSSENBACHER. That is right. That is correct.

The CHAIRMAN. But I would be very reluctant to do something
on a temporary piece of legislation—a temporary extension like
this. You heard my comments on the luxury tax. We would have
a whole series of amendments coming in on us,

And, as you said, some of these are very technical, and I sure do
not want to make a hasty judgment and make them worse than
they are now. I do think it needs to be addressed, and I think that
we are not getting true indicators as to the unemployed.

I would also like to get a feel from you as to the kinds of changes
that you are recommending, what they would cost the Federal Gov-
ernment and cost the States. Do you have any feel for that?

Mr. GROSSENBACHER. Well, sir, I think what I would say that in
most cases, with this particular program—I hate to go on record—
but I think in many cases we sort of—

Tﬁle CHAIRMAN. You know we have to go on record, so let us get
with it.

Mr. GROSSENBACHER. I think we wink at a lot of those require-
ments with this particular program in my operation right now.

The CHAIRMAN. Do you?

Mr. GROSSENBACHER. What our concern is is that after this is
over in 2 or 3 years, the OIG will come in and begin doing audits
on the program and we will pay for—

The CHAIRMAN. Find you not in compliance, and then you will
have some problems.

Mr. GROSSENBACHER. That is correct. We will have to repay ben-
efits. The problem we had is simﬁly that when we looked at this
program, it was to get immediate help to long-term unemployed in-
dividuals as quickly as we possibly could.

Adnd that is how we interpreted it, and that is how we have oper-
ated it.

It does not make sense in the very small rural areas of our State,
where there are only, perhaps, just a handful of employers in a
town, to require the long-term unemployed to continually go back
and knock on that employer’s door once a week to be told that they
are not hiring.

We just do not feel that that is a reasonable sort of thing to be
doing. That is not where we ought to be requiring our staff time.

Calling all of these emergency unemployment compensation indi-
viduals 1nto our job service offices is a waste of time, not only of
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the unemployed individual, but a waste of time for the job service
staff who ought to be calling in those folke that they can refer on
jobs. We just feel like those are unrealistic kinds of requirements.

The CHAIRMAN, I did not get any cost estimates from you.

Mr. GROSSENBACHER. I do not think it would cost that much
more, Senator, from what I know of my particular program.

The CHAIRMAN. How much is that much more?

Mr. GROSSENBACHER. I think probably, under the current dollars
that are being talked about——

The CHAIRMAN, Ten percent, 20 percent, 30 percent?

Mr. GROSSENBACHER, T'wenty percent.

The CHAIRMAN. All right. Thank you very much. I appreciate
your statement. That is helpful.

Mr. GROSSENBACHER. Thank you, Mr. Chairman.

[The prepared statement of Mr. Grossenbacher appears in the
apﬁndix.J

e CHAIRMAN. I would like to now defer to the distinguished
senior Senator from New York, who will be presiding over the hear-
ings now.

enator MOYNIHAN. Thank you, Mr. Chairman. Thank you for
having the hearings. We now have a panel of representatives from
the New York Unemployed Committee.

The panel consists of Mr. Keith Brooks, Mr. Chappell, and Mr.
Robinson. Gentlemen, we are glad to have you here. Mr. Brooks,
Mr. Chappell, and Mr. Robinson, each of you has a statement.

We will put them in the record as if read, and why do you not
proceed? Either read them, if you like, or speak to the point that

ou want to make as you wish to make it. Mr. Brooks, you are first

in the listing, so we will begin with you.

STATEMENT OF KEITH M. BROOKS, COORDINATOR OF NEW
YORK UNEMPLOYED COMMITTEE, BROOKLYN, NY

Mr. BrooKs. All right. Well, first we would like to thank the
committee for the opportunity to testify here today on the need for
another extension of benefits.

My name is Keith Brooks. I am the Coordinator of the New York
Unemployed Committee, which is a grass-roots advocacy organiza-
tion of unemployed people in the New York metropolitan area that
started in November of 1990, specifically around the need for more
weeks of unemployment benefits.

And since then, we have gone on to take on other issues concern-
ing unemployed people, ranging frora problems of people not get-
ting their checks on time, to things like the need for a JOBS pro-
gram, and some other issues that I will be mentioning.

The current maximum that is available after the last extension
of 39 weeks in States that got the 13 weeks, and 46 weeks in
States that got the 20 weeks 1s still far short of the 65-week maxi-
mum that was available in 1977. And so, obviously, we are for
more weeks of unemployment benefits.

But I think probably if there is any message that we have to
bring here today, it is that the real issue here is much, much more
and much deeper than simply a temporary program for a few extra
weeks of unemployment benefits.
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The political climate has changed dramatically since we first
started our campaign for this extension. When we started in No-
vember of 1990, the experts, elected officials, and others, told us
that we were tilting at windmills, and that there was no way that
George Bush would ever sign into law an extension of unemploy-
ment benefits.

And, after a year of our activity—organizing, protesting, lobby-
ing—here in Washington, you had a hearing that we requested 1n
New York. We went up to Bush's vacation home.

We knew that we were getting somewhere when we heard, on
the way back, him complaining about us disturbing his vacation.
We knew we had kind of made our point. )

And over that year, things have changed dramatically. The econ-
omy kept getting worse. Republicans lost in Pennsylvania. Presi-
dent Bush continued to play Nero while Rome burned, and we,
along with others, kept putting the issue in the public eye and
keeping the pressure on. And, of course, there was also the election
year, by coincidence, that coincided with his change of heart.

In specific, on December 11—and we mention this because I
think there 18 an assumption of like, history is made solely from
the top down, and I think it is kind of instructive to trace a little
bit the development of how, perhaps, even this hearing came about
today indirectly.

On December 11, we appeared with Congressman Tom Downey
at a forum in Long Island—the Long Island Coalition for Full Em-
ployment—and what was on people’s minds at that point was the
expiration date of the law itself, which was in June.

Arnd we urged Congressman Downey to focus not on the expira-

tion date of the law, but on the fact that 13 weeks from November
15 or 17 was going %o wind up being the middle or late February,
and we strongly urged him to immediately introduce a bill when
(iongress reconvened. He was very responsive; he obviously did
that.
And last week, he held that hearing and we were ahout to leave
from Brooklyn to go to that hearing where one of our members tes-
tified, when we heard at 5:00 o'clock in the morning an announce-
ment that President Bush had said that he was not going to oppose
another axtension of unemployment benefits.

So, simply the fact of hoilding the hearing about another exten-
sion of unemployment benefits, you know, President Bush cried
uncle. And we are not taking anything for granted, but I think it
is a reflection of how the political scene has changed.

While I think President Bush knew fully well that it would be
political suicide for him to have continue({ to play the same role
that he did last year, we say we do not take anything for granted.

Last night we heard President Bush say that he allocated $4.4
billion for another extension. We also heard him say in his speech
that he wanted that bill to be passed by March 20.

Now, Secretary Martin contradicted that today, or had a change
of emphasis, which we were glad to hear. But, again, we do not
take anything for granted, and we think that the House and the
Senate should obviously pass a bill as quickly as possible to be sent

to the President.
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But I think that President Bush, and anybody else is making a
big mistake in thinking that the unemployment and jobs issue is
now going to disappear.

More weeks of unemployment benefits is the least of what is
needed. He left you, meanming you, the Democrats, with plenty of
ammunition. We need permanent reforms of the unemployment in-
surance system, Presidgnt Bush talked of tax breaks, and we have
heard about the luxury tax on yachts.

We want to know what your position is, Senator Moynihan, and
the Democratic party, on the question of eliminating the tax on un-
employment benefits, which many people are about to get an notice
in the mail from the government requiring them to pay back to the

overnment money that was given to them in unemployment bene-

ts.
I think it is necessary to point out that that tax was instituted

initially under President Carter. I think the Democrats have some
redeeming to do in the sense of having opened the door on the
issue.

There are other issues. President Bush said nothing about health
care for the unemployed. We think that has to be addressed. He
said nothing about a JOBS program in any kind of meaningful
way, except for former Soviet nuclear scientists.

He has a full employment proiram for them, but not for the 8.9
million people in tgis country that are counted out of work. We
think the same concept of full employment has to be put back on
this Nation’s agenda.

We also think that when people lose their jobs through no fault
of their own and are in danger of losing their homes, having their
utilities turned off, their phone service cut off, their cars repos-
sessed, that there has to be protections of their standard of living.

And if what is needed is an unemployed bill of rights, then that
is what we want. We intend to come back to Washington on Feb-
ruary 27 precisely because we do not take anything for granted.

We are planning on a rally and a lobby day that we hope is going
to bring hundreds, and perhaps thousands of unemployed people
from the Northeast back to Washington on that day to raise these
issues.

Millions of unemployed people remain in a state of emergenl(l:iy.
President Bush is an easy target. I mean, he is not stupid. It would
have been political suicide for him to have opposed the extension.

The real (}uestion is whether or not the Democratic party, people
like yourself, are going to raise these other issues, or allow, in a
sense, the issue to be defined solely by more weeks of unemploy-
ment benefits. Thank you.

Senator MOYNIHAN. Thank you, Mr. Brooks.

[The preK:red statement of Mr. Brooks appears in the appendix.]

Senator MOYNIHAN. Mr. Chappell. .

STATEMENT OF CHARLES CHAPPELL, MEMBER, NEW YORK
UNEMPLOYED COMMITTEE, BROOKLYN, NY

Mr, CHAPPELL. My name is Charles Chappell, and I am 42 years
old. I live in Brooklyn, New York. I was a courier for Wall Street,
and I lost the job in February of last year. And I just recentl[\; ot
the extension 1n November of 1991. And I go out and I look for
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jobs, and there do not seem to be any job prospects looking up for
me.
I have two twin daughters, and, as you know, it is hard to brin
up a famil& when you only get $220 a week on unemployment,
am also a Viet Nam veteran, and I did 2 years in Viet Nam. And
I have an extensive military award background.

And what I cannot understand is I went and I put my life on the
line for 2 years in Viet Nam, and I come back to the United States,
and I see that the country has gone and turned its back on the un-
em(floged. And not only the unemployed; many of the homeless,
and the other little problems that we have in the United States.

What I feel is that President Bush should have taken care of
business at home before he goes to all these other countries and
helping them, beqause you are supposed to take care of home be-
fore you take care of anyplace else.

As being unemployed, as you know, the health care issue is a
very important issue. Last night, we heard nothing about President
Bush and the real JOBS program.

I feel that if you get people working, then we will have the econ-
omy back on track again. But without work and everybody being
unemployed, things seem to get worse. And, as for me, things have
not gotten any better. '

But I do go out and I do try to find jobs, and I do believe that
if we all get together—I am just saying this for myself—instead of
arguinﬁ and bickering and we all start to look and see what is ac-
tually happening around us, because nobody knows what it really
feels like until 1t affects those people that 1t has affected, nobody
understands what is going on. And that is all I have to say right
about now.

Senator MOYNIHAN. Well, you have said it very well, Mr. Chap-
pell. I could not more agree with you. We will get this bill out of
this committee Thursday and have it on the President’s desk next
week, Unemployment benefits are not the same as employment, as

you know very well.
[The prepared statement of Mr. Chappell appears in the appen-

dix.]
Senator MOYNIHAN. Mr. Robinson, you are next.

STATEMENT OF DAVID ROBINSON, MEMBER, NEW YORK
UNEMPLOYED COMMITTEE, BROOKLYN, NY

Mr. ROBINSON. Senator Moynihan, thank you for this oppor-
tunity. My name is David Robinson, and I am 40 years old. I have
been unemployed since August 1990, when I lost my job as a cloak
cutter at Yale Trousers in New York City after working there for
3V2 years. I was a member of the Amalgamated Clothing and Tex-
tile Workers Union, Local 1568.

I first ran out of my benefits last March. I applied for public as-
sistance in June 1991, After using up the little savings that I have,
I was collecting $126 of unemployment insurance.

Every week I go out huntinF for jobs that simply do not exist.
In fact, more people are still losing jobs than finding them. It is
hard to say which is worse; being on unemployment benefits, or

being on public assistance.
Senator MOYNIHAN. Well, public assistance has to be worse.
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Mr. RoinsouN. 1 was able to get back onto unemployment bene-
fits through the current 13 weeks’ extension, ‘:ut my unemploy-
ment check is not enough to pay for the reny, the medical bills, and
other necessitlies of life.

I know some people who are being threatened with being cut off
from the medicaxl) coverage and their food stamps because they were
unable to go back onto unemployment benefits.

Choosing between collecting unemployment benefits or being on
public assistance, it is no choice at all. Give me, and the millions
of others like me, the choice between this and a decent job, and you
will see us lined up, as it happened recently when 7,000 people
wgited in freezing cold weather in Chicago for a chance at a few
jobs.
I believe that when corporate America fails to provide jobs, the
government must step in with a JOBS program to provide decent
jobs and a living wage. ‘

This 1s the first recession without a JOBS program. And if this
government cannot provide jobs, then we need unemployment bene-
fits to last as long as necessary. I urge you to quickly pass another
extension of benefits. We dare President Bush to play the game,
the same role he played last year when he blocked two bills from
going through, ,

Without jobs, another extension of benefits is the least of what
we need. We need health coverage so people do not have to worry
about losing their coverage if they cannot get off of welfare.

We need to remove the tax on unemployment benefits, and we
need the protection against having our utilities shut off, our phone
services disconnected, against being evicted, and losing our homes.
Just because we lost our jobs does not mean we lose our rights.

The unemployed in this country need an unemployment bill of
rights. As bad as it is being on welfare—it is tough—it is better
than being homeless.

Those who say the problem with welfare is that it provides too
much, they should try it sometime. My unemployment check is not
enough to?my for my rent, medical, and other bills.

People should not have to choose between staying on welfare and

etting health coverage, and getting off welfare unable to afford it.

t a time when welfare is under attack, the answer to welfare de-
pendency is meaningful jobs at a decent pay with health coverage.
And those unable to work for various reasons have to be provided
for.
President Bush complains about budget busting, but only when
it relates to domestic issues. We say that it is time to bust the
budget agreement and put that money here that he is so freely
throwing around other countries to create jobs here and put people
back to work.

Last night, as I watched his State of the Union address, he spoke
about bringing back the American dream. Myself and many others
like me have only experienced a nightmare. Thank you.

& ['Iihe prepared statement of Mr. Robinson appears in the appen-
ix.

Senator MOYNIHAN. Thank you, Mr. Robinson. Let me just sa[';'
that we have heard you. And how much we will he able to do wit
respect to the large issue of employment, I do not know.
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There is not much disposition to do angthing; and you cannot get
things through; we cou]g not last year. But then, last year we had
hell’'s own time getting an unemployment extension, and we will
have this bill on the President’s desk next Thursday and it will be
signed. I want to thank you for keeping at this issue. Do not go
away. Mr. Brooks, do you have a question?

Mr. BROOKS. Yes. In the same way that last year there was a lot
of pessimism that ultimately proved to be false about what was
possible, is there any thinking at this point about—obviously there
are a number of tax bills that are going to be coming up—and is
there any thought, any initiative to remove the tax on unemploy-
ment benefits as part of some of the tax bill? We are hearing a lot
of rhetoric about——

Senator MOYNIHAN. I have been around on that subject since I
was Assistant Secretary of Labor under John F. Kennedfy, and I
have never had a good answer to it. I do not know where the AFL~

CIO stands.
Mr. BROOKS. I would assume that they are against the taxation

of unemployment benefits.

Senator MOYNIHAN. Well, it is not necessarily a straight-line
thing, because that tends to keep unemployment benefits down. I
do not know. I had better learn up on the subject. I used to know
a lot more about it than I do now, and I accept your challenge.

We thank you for coming. The Chairman had to be at a meeting
on this issue, otherwise he would be here. Mr. Chappell, Mr. Robin-
son, and Mr. Brooks, thank you. We close the hearing.

[Whereupon, the hearing was concluded at 11:42 a.m. ]






APPENDIX
ADDITIONAL MATERIAL SUBMITTED

PREPARED STATEMENT OF SENATOR LLOYD BENTSEN

Today’s hearing will examine the issue of extending unemployment compensation
benefits for millions of Americans who are the victims of this longest period of eco-
nomic etag;\ation since the Great Depression,

Although economists reading the tea leaves may divine the first harbingers of re-
f‘overy, the fact is this recession has taken a terrible toll on the American work

orce,

Labor market conditions today are worse than before Thanksgiving when ex-
tended benefits were first provided. The unemployment rate has increased from
6.9% then to 7.1% in December. That rate of increase mey sound small, but it has
enormous and tragic consequences for the families who are affected. It means that
almost 290,000 more Americans joined the ranks of the unemployed. That is the
e&uivalent of wipiny out every job in a mid-size American city. Since December, lay-
offs by blue-chip companies have averaged 2,600 per day.

Even if the recovery is beginning, indications are that it will be a weak one, with

Gross Domestic Product rising at only one-half thmoatwar average for recoveries,
The Congressional Budget Office suggests there be virtually no improvement
in the labor market this year. There is a good chance that unemployment will re-
main in the 7% range, or rgo even higher.

Last year's extension of unemployment benefits provided an important life-line for
the victims of this recession. But those benefits will begin to run out for at least
600,000 workers after February 15, and the number will grow rapidly with each
passing week.

Sustained economic growth—jobe—must be our goal for the long term. But in the
;neagtimg& we can't write off these hundreds of thousands of Americans with expir-
ing benefits.

n? realize it is a time of tight budget restraints, but I believe we have an obligation
to extend those benefits again. We have an obligation to help sustain those who—
through no fault of their own—have lost the jobs that sustain them and their fami-
lies in every State of the Nation.

I am encouraged by the fact that we seem to have a consensus on the need to
extend benefits. The Committee on Finance will be mar up a bill tomorrow. I
hope we will be able to work with the Administration and with the House to extend
the benefits without delay.

We have a most distinguished list of witnesses for our hearing today. We'll be
hearing from the Administration, as well as representatives of business and labor,
We'll also be hearing about Yroe ects for the economy from the distinguished head
of research for DRI, and we'll be hearing about the impact of recession directly from

workers who are experiencing it first hand.

PREPARED STATEMENT OF OWEN BIEBER

Mr. Chairman, my name is Owen Bieber. I am President of the International
Union, United Automobile, Aerospace and Agricultural Implement Workers of Amer-
ica (UAW). I am also a member of the Executive Council of the American Federation
of Labor-Congress of Industrial Organizations (AFL-CIO). I am appearing today on
behalf of the AFL—CIO, as well as the UAW. I wish to thank the Committee for the

((:Pporttmit to testify concernin rchFala to extend the Emergency Unemployment
ompensation (EUC) program. The AFL-CIO and UAW strongly support extension
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of the Emergency Unemployment Com&ensation Act of 1991 and the payment of
thirteen weeks of additional benefits to the long-term unemployed.

Late last year, after months of delays and prolonged debate, the Emergency Un-
employment Compensation (EUC) program was enacted. This program has provided
much needed relief for the long-term unemployed.

Under the EUC program, workers in states with unemployment rates over nine
percent received 20 weeks of extended benefits, while the long-term unemployed in
other states received 13 weeks of additional benefits. These federally-financed EUC
benefits have provided a measure of stimulus to the economy. In addition, the EUC
legislation restored fair treatment of military personnel and established a federal
advieory panel on unermployment compensation. It also restored the state option to
provide unemployment benefits to non-professional academic employees when they
are laid off between school terms. The EUC pa(;!';ram has been widely praised as a
necessary and effective program to ease the suffering caused by the current reces-

sion.

Unfortunately, the economy shows little si%:l of the job ‘growth which is needed
to get the unemployed back to work. Under the current EUC program, large num-
bars of unemployed workers will lose their benefits in mid-February and there will
be hundreds of thousands of workers left without benefits when the EUC program
ex&jres on June 13, 1992,

hen the UAW testified last February in support of legislation to provide ex-
tended unemployment compensation benefits to the long-term unemployed, we pre-
dicted that the recession was unlikely to be a short, painless downturn., We noted
that changes in the economy during t{)e 19808, which saw an increase in inequality
and a decline in real median weekly earnings, meant that this recessionls behavior
would not mimic the pattern of milder recessions. We also stated that the loss of
two million manufacturing jobs and the increase in debt accumulated over the 19808
would block an early recovery.

It ie no secret that the “Blue Chip Economic Indicators” tend to be optimistic. But
even that esteemed 3 source for economic forecasts paints a gloomy picture of the
coming year. R.J. Eggert's summary from January 10th states:

The consensus forecast for economic growth in the new year promises a
“leaner and meaner” business climate than earlier expectations. While our
forecast (for Real GNP) last October called for 2.7 percent growth for 1992,
the closely related Real GDP figure now suggests an expansion of just 1.6
percent. The danger bannera (red and yellow) are still flying for a fourth

year in a row,

The 10 forecasters thiat came in at the low end of the GUP ectimates for 1992 antici-
ated, on avora%:a .7 percent growth. The group at the low end included the Chase
anhattan Bank, Morgan Guaranty Trust Co., and the self-proclaimed “bullish”

Merrili Lynch.

Many believe that ialling interest ratea will be sufficient to reverse the downward
spirel of the economy. The labor-movement has long advocated loosening the money
supply. But, as most economists would agree, the lag between lower interest rates
and economic expansion may be significant. First, many businesses went deeply into
debt during the 1980s, despite the recovery. These firms will require more than just
cheap capital before tf\ey will invest. As Keynes reminds us, firms inveat based on
two things: the cost of capital and the expected rcturn. Firms have to believe they
will see increased sales. Cheap capital alone won't boost investment. In addition,
credit card interest rates, whicﬁ are essential to consumers, may not fall along with
other interest rates.

More important than interest rates, the hemorrhaging of hi%h paying jobs has
slashed the capacity of consumers to jump start the economy. Between June of 1990
and last December’s preliminary figures, and accounting l{)r seasonal factors, the
United States lost 616,000 production worker jobs in manufacturing, or 4.7 percent
of all manufacturing production worker employment. In December those workers
e?med an average $475 a week, compared to an average of $365 for all private em-
ployment.

If we assume all the affected manufacturing workers are reemployed (which we
know they are not) and earn average wages for the privete economy, the impact of
manufacturing job loss is the wage loss per week ($110) times the 616,000 workers,
or a total of $67.8 million a week drop in consumer income, That figure is almost
certainly a low estimate of the impact of nranufacturing job loss because it ignores
the second-round effects of workers spending money. It also underestimates the ef-
fect of changes in industry structure; the loss of manufacturing pulls other indus-
tries down as well. Further, manufacturing workers tend to have higher benefit lev-

1]
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ols as well as wagen. Bad employment and income viumbers on this scale could eas-
ily overwhelm the supposed panacea of lower interest ratea.

Recent unemployment figures support this depressing analysis. The most recent
quarterly data on persons unemployed 16 weeks or i zer as a percent of the «ivil-
ian labor force tells the basic atory. From the first quartor of 1990 to the last quar-
ter of 1991, the percent unemployed 16 weeka or loager climbed steadily from 1.4
to 2.1 percent. In December, 1991 2.3 percent of the civilian !abor force had been
unemployed 15 weeks or longer. The average duration of unemployinent shows a
similar upward climb during recent months up from a seasonally adjusted average
of 14.1 weeks in August to 16.3 weeks in f)ecember. That number, 1 remind you,
is an average. It climbs because the number unemployed for a long time has
climbed. The portion of the unemployed who were joblesa 27 weeks or more grew
{)roml?);leasonal]y adjusted 10.6 percent in December 1990 to 16.5 percent in Decem-

er .

The prolonged recession provides a compelling cage for the extension of the EUC
rogram. Hundreds of thousands of Jjobs have disappeared during the recession. The
ack of job growth leaves the unemployed without realistic hope of finding employ-

ment in large numbers, In thia econoraic environment, it would be unconﬂcionubfo
for the federal government to fail to act quickly to extend the EUC program,

A number of proposals have recently been advanced to extend the KUC program,
One proposal would extend the life og the program from June 13, 1992 to October
3, 1992 and add an additional 13 weeks of %U%r benefits beyond thone alrendy pay-
able under the program. When combined with regular state Ul benefita, this would
result in total payments for 69 weeks in states with high unemployment rates
62 weeks of benefita in all other atates.

It ia important to extend the life of the EUC program until the end of thia vear
due to the continued disn pearance of thousands of jobs in the economy. In addiiion
since job growth lags befund the atart cf a recovery by several months, the RU(!
program will be needed throughout the coming year to provide essential fipnancial
mn})pnrt for the 1ong-term unemployed.

t i also critical that benefits be extended by at least anotier 13 wecks. This is
justified by the reality that in economic hard times the Jength of unemployment
spella increase as jobs become more scarce. A federal benefit extension helps fill the
gaps which occur when state unemployment benefits are exhausted In every reces-
sion since the late 19608, some form ofy federal unemployment benefits extension has
been passed by Congress and signed into law by the President.

When the 1990 budget agceement was reached, the current recession was not
foreseen. Even as late as last October, a number of economists were saying the
much-awaiied recovery had begun. Today, even if the most. optimistic forecasters are
right, it will be several montg:s before most unemployed workers can realiatically
find work. When unexpected economic events harm hundreds of thousands of work.
ers, those individuals, their families, and their communities have a right to expect
the federal government to provide them with sowe relief, Twenty six weeks, or even
thirty three weeke of additional benefits is not too much to ask. The current roces.
sion will go on recoid as the longest of the post-World War II era. An extenaion of
the BUC program is fully justified. ond the AFI-CIO and UAW urge (ong e to
act promptly to extend this critical program.

Even with the recent concern over the cconomy and unemployed workers, there
are undoubtedly some who will argue that further protection for the long-term un-
employed is Loo expensive or too generous. However, a comparison of the uneraploy-
ment compensation programs in Canada, France, Germany, Japan, and the United
Kingdom shows that unemployed workers in these countyies get better protection
from their nation’s unemployment. compensation systems. These industrialized coun-
tries pay higher benefits to a larger percentage of the unemployed for a longor pe.
riod of time then in the United States. Cerlainly, providing benefits for a {um‘ or
more is not seen as excessive by our principal international competitora. See Exhibit

In the view of the AFI~C'IO) and UAW, American workers deserve a siinilar level
of assistance to those in Canada, Japan, and Europe, Unfortunately, over ihe [ast
decade our unemployment compengation system has heen eroded. A further evion.
sion of the EUC program would reverse thia tyend and help to provide the g vy
unemployed in this country with a decent level of asristance.

It s’wu]d be noted that the current EUC program containg some untortunate re-
strictions which were incorporated from the existing Extended Benefits (EB) pro-
gram. The AFL-CIO urges this Committee to consider the elimination of these pro-

visions when extending the EUC program.
The most important of the EB restrictions relates to work search requiremonts,

While these work search provisiona raay sound good on paper, they involve needloga
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effort by state atgency personnel and claimants. They can also result in extremely
harih penalties for relatively minor work search or reporting errors by unemployed
workers.

One well-known example occurred in [llinois. There the state agency adopted sev-
eral “rules-of-thumb” in enforcing the Extended Benefits and Federal Su&p emental
Compensation work search rules. For example, only in-person job contacts were ac-
cepted by the agency and claimants had to be willing to drive at least one hour to
work each way. These rules of thumb were not published and claimants were not
told the rules in advance of their interviews. Claimants interviewed who answered
questions contrary to the rules of thumb were disqualified regardless of the inten-
sity of their {ob search. See Cosby v. Ward, 843 F.2d 967 (7th Cir. 1988),

e don't think that Congress intended its work search rules to be administered
in this way. But the existing rules leave workers open to these types of arbitrary
actions, During a serious recession, requiring intensive job search from extended
benefits claimants is of doubtful benefit. It simply results in weeks of fruitless job
search. We urge Congress to reconsider the wisdom of these provisions in the course
of extending the EU l}nrogrmm.

Extension of the EUC program would represent a significant step forward in pro-
viding assistance to the long-term unemployed. Bu! this temporary program is only
necessary because, in recent Eyears, the long-term unem(gloye have been without an
effective extended benefits (EB) program. The AFL-CIO and UAW strongly support
the restoration of an effective, permanent EB program as an essential part of a fair,
humane unemployment compensation system.

The enactment of any EB reform program must include the adoption of realistic
EB triggers. Many observers belie e that the use of a total unemployment rate
(TUR) trigger would improve the accuracy of our EB triggers. The 19808 saw an in-
creased divergence between the Total Unemployment Rate and the Insured Unem-

lol{ment Rate (IUR). The EUC pro%:m uses a combination trigger with both an
UR and a TUR component. The UAW will aupggrt any measure of unemployrment
as an EB trigger, so long as it is set at a level which will provide EB during periods
of economic slowdowns.

The AFL-CIO and UAW also believe this Committee should consider making the
EB program completely federally funded. This would relieve the added pressure on
already depleted state truet funds caused by paying a state EB share when the state
is experiencing high unemployment.

In conclusion, Mr. Chairman, due to the current recession hundreds of thousands
of workers are without jobe and have no realistic ho&e of finding employment in the
near future, Given the economic emergency presented by the recession, the exten-
sion of the EUC program is fully warranted by considerations of economic policy and
social justice. The AFL-CIO and UAW strongly support the grompt enactment of
an extension of the life of the EUC program and the payment of additional weeks
of EUC benefits. Thank you.

Exhibit 1
Percent of the Duration of Jobless
Unemployed Receiving Benefits (1989) Replacement Payments as
Benefits (1983) (1) (Months) (2) Rate (3) a % of GDP (4)
Canada NA 6.25 60% 1.58
France 72 3 42% 2.08
Germany 72 413 68% 133
Japan NA 312 60%-80% 0.36
UK. 90 13 40% 094
U.S. 34 6.5 37% (5) 0.38

(1) Gary Dusticss, "Jobless Puy and MHigh Buropean Unamploymeat.” in Robert Lawrence

aad Charles Schults, eds., Bazsiers to European Growth, (The Brookings Institote, 1987).

(2) Social Security Programs Throughout the Woeld 1989, Social Security Administration,

(3) Buxtless, The replacement rato ia ths ratio of UT benefits o the avenage wago of a production

worker in manufacturing who s married to 8 dependant spouse and bas no dependant children.

(4) The OBCD Observer, June/Tuly 1990, p.30.

() U.S. Dept. of Labor, Employment and Trataing Administration, J/123data/uitest
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Attachment.
(SUBMITTED BY OWEN BIEBER]

STATEMENT OF WiLLIAM J. CUNNINGHAM, LEGISLATIVE REPRESENTATIVE, DEPART-
MENT OF LEGISLATION, AMERICAN FEDERATION OF LABOR AND CONGRESS OF IN.

DUSTRIAL ORGANIZATIONS

Mr. Chairman, I am ambivalent about being here today. The AFL~CIO has all
the attributes of a modern day Cassandra, the prophet who was doomed to be

unheeded. For years we have expreased our concerns about the inadequacies of the

Unemployment Insurance system. We are faced with su ortinf another tempora
d will be expensive—$2.

Band Aid. We understand that the cost of this Band

billion but it is needed to make up for the flaws in the existing syatem. The inescap-
able conclusion is that the current Ul system has failed to meet its primary anl
of providing benefits to the unemployed and providing an effective countercyclical
stimulus. The system must be reformed. Your commitment, Mr. Chairman, to re-
form the extended benefits program should be done in this Congress.

Before testifying on the bill, I want to make a few brief observations:

There is very real fear in this nation and among our members. The current reces-
sion has been locxl:ggr than in any recent memory, although not as steep as svome.
There is a key difference between this recession and others—a widespread belief
that after this recession, workers will not be recalled. For the first time in mem-
ory, working men and women, white collar and blue collar workers, are being told
“Don’t plan on coming back here.”

Hundreds of thousands of middle class jobs have been wiped out. Mothers, fathers
and single workers fear for their own well being. Even thogse who are employed fear
for members of their families. Recent estimates show that one out of every five fam-
ily members have lost their job within the last two years.

Findi&g new work has become increasingly difficult. For example, the recent sto

in the Washington Post (Jan. 16, 1992) reported that 3,000 people stood out in bit-
ing sub-zero weather to apply for 6500 jobs at a new hotel in Chicago. You will find
such lines of job gglicante all over the country. I don't have to tell you, Mr. Chair-
gnal&,. t}l:ie grim realities that face GM workers in Arlington, Texas or its sister plant
in Michigan. .
Policy makers have been aware of this problem for a long time. And I am sin-
cerely glad that George Bush has joined them. However, I am hopeful that this
change of heart will ensure that a new measure of the efficacy in governmental ini-
tiatives: New U.S. job creation. For example, it is easy to assert that trade agree-
ments will be in our nation's interest, but as you yze the GAff Round negotia-
tions and the future Mexico Free Trade I:S‘reement, you must look at U.S. job cre-
ation as the most important and essential criteria. As AFL-CIO Fresident, Lane
Kirkland said recently “it does American workers little good to have the president
laud the success of U.S. executives sellixg Chinese-made toys in Japan or Mexican-
made cars in Tokyo.” In brief, as you analyze the tax and trade propoeals that come
before this committee, you should specifically evaluate the new jobs they will create
here in the U.S.

This recession has also exposed the soft underbelly of the “new service economy.”
The service sector is not immune from recession. Indeed layoffs of state and local
government workers, employees at financial institutions and retail stores suggest a
new wave of unemployment is coming. We believe it is a direct result of the
“hollowing out” of our manufacturing base. :

H.R. 4095 is a concession to the reality that the 1990, 1991 and 1992 recession
will continue to generate long-term unemployment. The most recent data from the
Department of Labor shows that in some states there is still a record number of
&’eople who have exhausted their unemployment benefits without finding new work.

e must point out again that only 37% of the unemployed get any benefits at all.

We appreciate your persistence in 8ressing for action by the Congress to enact the
Emergency Federal Unemployment Compensation Act of 1991. This was an essen-
tial first step in the nation’s anti-recession economic recovery program.

But this program raust not be cut off while it is still needed. Experience from past
recessions indicates that worse unemployment is get to come. Even after the official
end of a recession, unemployment remains high for a long time. The recession and
its after-effects in terms of long-term unemployment are far from over.

Unemployment insurance %I ) is the first line of defenr.e for workers and their
families when the worker loses his or her job. UI helps workers and their families
maintain a minimurn standard of living during periods of unemployment. By help-
ing to maintain consumer buying power, Ul benefits serve as a countercyclical eco-
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nomic stimulant in times of recession. To meet the immediate needs of jobless work-
ers and their families, we need improved access to both busic state benefits and to
extended benefits. :

Economic conditions are still dismal, unemployment remains high, and long-term
unemployment continues to rise. The most recent unemployment report for Decem-
ber shows 8.9 million workers officially jobless, plus another 1.1 million discouraged
workers who have given up a fruitless search for jobs, plus another 6.3 million part-
time workers who want full-time jobs and full-time paychecks.

The number of long-term jobleas has gone up sharply in the past year to 2.9 mil-
lion. Workers who have been unemployed 16 to 26 weeks have increased from
960,000 in December 1990 to 1.4 million in December 1991. And the number of
workere who have been out of work for 26 weeks or more has gone up from 808,000
in December 1990 to 1.6 million in December 1991.

The U.S. Department of Labor reports that 2.8 million jobless workers exhausted
their Ul benefits in the 12 months ending in mid-1991. AFl~CIO economists esti-
mate that there will be at least 3 million workers exhausting their Ul benefits in
1992 and another 2.5 million exhausting their Ul benefits in 1993. Without overall
reform of the Ul system, the AFL-CIO sees an urgent need to extend the Emer-
gency Federal Unemployment Compensation Program to October 1993 not July 4,

992, as called for in H.R. 4095.

The long-term unemployed accounted for one out of every three unemployed per-
sons in December 1991. This was up from one out of every five jobless workers at
the beginning of the recession in mid-1990. The Bureau of Labor Statistics reports
that most of the November-to-December increase in long-term unemployment was
accounted for by persons jobless for six months or longer.

Thanks to your persistence, by the end of December, 1.2 million long-#~: e xi0in-
ployed workers had filed claims under the new Emergency Unemployment Cum-
pensation Pro%ram. Manl.y of these are jobless workers who exhausted their regular
state Ul benefits after February 28, 1991 and before the new emergen benefits
law kicked into effect. They are the fortunate beneficiaries of the wise ?;cision to
include a reach-back provision in the law.

However, by this February, many of these people will be exhausting these benefits
even while the job market remains unimproved or worse. And on June 13, 1992, the
emergency extended benefits program will expire altogether. Even if the economy
has begun to pick up by the second quarter, joblessness will not improve by June
1992 and will probably remain high for a long time to come.

Therefore, it is important that Congress and the administration act now to re-au-
thorize the Emergency Federal Unemployment Compensation Program to insure
that it will be in effect until the recession is over.

While it is important to expand these benefits, this emergency program serves
only to hjg,hlight the weaknesses of the underlying Ul system. Congress should re-
form the Ul system. Coverage should be expanded by removing the many criteria
used to disqualify workers, rather than cover them. The recommendations of the
1980 National Commisesion on Unemployment Compensation should be enacted, in-
cluding raising the maximum benefit to two-thirds of the state average weekly

wage.
e following is a list of those areas of the Unemployment Compensation system

which should be reformed:
ELIGIBILITY

In 1989, there was an average of 6,620,000 persons unemployed every month, but
the number of persons getting unemployment insurance benefits every month aver-
aged only 2,220,000. So, only 34 percent of all unemployed persons in 1989 were
getting UI benefits.

In 1990, the average number of unemployed workers grew to almost 6.9 million
a month. But those receiving Ul benefits were less than 2.6 million. About 4.3 mil-
111830 unemployed Americans went without any jobless benefits in a typical month in
Disqualification and denial of eligibility of Ul claimants by state Ul administra-
tors are key reasons for the low rate of unemployed workers receiving Ul benefits.
State Ul administrators are responsive to employers’ demands to keep benefits low
8o that state Ul taxes can be kept low. This “business climate” approach to Ul en-
courages states to compete with one another—not in a positive sense-—but in a fash-
ion harmful to the interests of jobless workers.

The National Commission on Unemployment Insurance pointed out in 1980 that
these issues go to the heart of the nature of unemployment compensation as a sys-
tem of social insurance distinct from welfare.
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The Commission declared that in the area of cancellation of benefit rights, the
trend by states to impose strict disqualifications “has been so strong that Congress
should intervene to correct what is widely regarded as a locphole in the Federal
law.” (page 48)

Both of these statements by the Commission indicate a loni-standing need for fed-
eral standards to restrict disqualifications of Ul claimants by the states. And the
Commission recommended to Congress “that the FUTA be amended to provide that
State laws may not require any reduction of benefit rights except for fraud or re-
ceipt of disqualifying income.” (page 48). The purpose of the Ul system is to help
unemployed people in time of need, not to punish them for the circumstances under
which they lost or left a job. \

For this reason, the AFL-CIO strongly supports the provisions of H.R. 1367 which

enerally limit state disqualification of Ul claimants to 10 weeka. We believe that
Jjobless workers who have earned enough quarters of coverage should be eligible for
Ul payments after 10 weeks at a maximum, and that there should be no disquali-
fication except for fraud cr receipt of disqualifying income,

Federal standards are necessary to set minimum Ul eligibility requirements to as-
sure “safety net” assistance for the 60 percent of the unemployed who are not now
getting Ul benefits. This is a legitimate and proper role for the federal government,
and it is much needed to assure a greater degree of fairness and equity in the state
Ul programs.

e experience of the last ten years indicates clearly that in the absence of strong
protective federal standards, most state unemployment insurance programs do not
adequately protect workers, and, in fact, deny Ul benefits to most jobless workers.

e believe unemployment compensation is an earned right, bagsed on work experi-
ence. It is not reasonable to consider that workers have a stake in this system b
virtue of the contributions made on their behalf. Should they become unemployed,
and if fraud and disqualifying income are not factors, they should have righta to job-
less assistance.

This view justifies the prohibition contained in H.R. 1367 against states cancelimi
a Ul claimant's rights to weeks of benefits for any cause other than fraud in a U
claim, or receipt of disqualifying income.

We have reservations about exceptions for discharges for misconduct connected to
work because ermployers so often claim such misconduct in order to evade reapon-
sibility for a layoff and thus avoid raising their experience-rated state Ul taxes, We
also oppose exceptions for labor disputes as a failure by the state to pay earned ben-
efits, Failure to pay benefits in such situations places the state on the side of the
employer in the dispute.

ligibility for Ul benefits should be made more inclusive than it now is in almost

all states, Therefore, we strongly support federal standards which limit state dis-

ualification of Ul claimants. flundreds of thousands of joblese workers and their

amilies will benefit from the widening of eligibility and coverage made possible by
enactment of these provisions.

Ul BENEFIT LEVELS

Even those jobless workers lucky enough to get Ul benefits do not do very well.
They end up getling an average of only one-third of their previous earnings. That
is certainly not substantial replacement of wage income and it is far less than the
60% average recommended by the National Commission.

The average weekly Ul benefit was just $161 a week in fiscal year 1990. But the
state-by-state range goes from a high of $212 in Massachusetts to a low of $101 in
Louisinana, As a percentage of average weekly wages, the state-by-state average
weekly Ul benefit ranged from a high of 46 percent in Hawaii and Rhode Island
to a low of 27 percent in Louisiana.

The low level of Ul benefits reflects the power of employers in state legislature.
Too many state legislators and too many state Ul administrators adopt the employ-
ers’ view that it is more important to keep Ul taxes low and Ul benefits low rather
than to help jobless workers and their families with adequate Ul payments. This

approach defeats the purpose of the Ul system.
BENEFITS FOR THE LONG-TERM JOBLESS

The Ul system does not effectively cope with long-term unemployment. Almost
one-third of those who do get Ul payments exhaust their benefits before th;:}y find
a job., Unrealistic and unworkable triggers for extended benefits have the eftect of
denying benefits to most long-term unemployed workers.
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In 1990, there were 2,300,000 jobless workers who used up all of their unemploy-
ment benefits. This was a 16 percent increase in the numbers of workers who ex-
hausted Ul benefit.

Unrealistic and unworkable state unemployment triggers for extended benefits
have the effect of denying benefits to moset long-term unemployed workers. The
Trust Fund still has a $8 billion surplua.

The existin{ Insured Unemployment Rate (IUR) trigger for activating extended
unemployment compensation benefits is unrealistic and unworkable. The IUR is far
below the Total Unemployment Rate (TUR) and, therefore, a poor indicator of the
true level of unemployment. Furthermore, the TUR is excessively and wrongly stable
when the TUR goes up. The TUR is the obvious and logical trigger to use in deter-
minini when a state can activate its extended benefits program.

At the beginning of last year, with total unemployment at 6.1 percent, not a single
state had an extended benefits program triggered on. Even now, with unemploy-
ment at 6.8 percent, only seven states have an EB program in effect. As a res t,
the present EB program is only minimally effective in hellging long-term jobless
workers. Gary Burtless of the Brookings Institution sa{s. “For practical ﬁ'urposea,
the extended benefit program has now virtually ceased.to function.” (Brookings Re-
view. Spring, 1991, page 40).

To amend the present EB program would not have immediate benefit because the
benefits would not take effect in a state until the state amended its state extended
benefits law, a procesas which could take over a year.

There is an urgent need, therefore, to reform or replace the present federal-state
extended benefils Frogmm to help workers and their families through the personal
and family crisis of long-term unemployment.

STATE S8OLVENCY

Unfortunately state trust fund accounts from which Ul benefits are paid, are in
terrible shape to deal with recession and high unemployment. The General Account-
ing Office has detailed for this Subcommittee the failure of many states to accumu-
late sufficient reserves during the years of economic growth to pay Ul benefits dur-
ing recession years. The GAO noted that a severe recession in 1991 will force 22
states to borrow more than $17 billion to keep up their Ul benefit payments.

The May 1990 GAO report warned that the probable result of state Ul trust fund
insolvency in 1991 would be (1) intensified action by the states to make it more dif-
ficult for workers to qualify for Ul benefits; (2) continued state action to restrict the
size and duration of Ul benefits; and (3) perhaps even higher state Ul taxes on em-

loyers.

P Kh these actions in time of recession would be contrary to the two key purposes
of the unemployment system: first, to provide cash benefits and income support to
unemployed workers; and second, to help stabilize the economy during recession by
helping to maintain consumer buying power.

r. Chairman, I appreciate this opportunity to Weeent some of the concerns of
the AFL-CIO about unemployment compensation. We are eager to work with your
subcommittee to develop and to refine appropriate legislation.

PREPARED STATEMENT OF SENATOR BILL BRADLEY

Mr. Chairman, I want to thank you for calling this hearing and for pushing for
early passage of extended unemployment benefits. As we debate economic growth
and middle -income relief packages over the next few weeks, it is important that
we not wait to aid those workers and farilies most in need. At a time when more
and more workers are being permanently laid off, when more and more workers will
require assistance from the government to learn new sgkills and find new Jobs, we
cannot afford to play politics with the assistance they will need to simply get by.

Behind every one of the 8.9 million Americans out of work, there is hkely to be
a family, a mortgage, car payments, tuition costs, and all the other pressures of life.
Behind every one of the 1.1 million discouraged workers, there is a story of losing
hope for a better future and another talented individual left out. In the long-run
we must offer these J:eople a revitalized American economy, through greater savings
and investment and fiscal accountability. We must bu.ii,d an American economy
which takes everyone to the higher ground. In the short-run, we must offer them
the assistance they need to make the transition into such a restructured American
economy.

My eftate continues to be hit hard. In December, New Jersey’s unemployment rate
rose to 7.4%, above the national average of 7.1%. 10,000 more New Jersey workers
lost their Jobs. This raises the total of unemployed in our state to 294,000. This
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means that since president Bush firat denied there was a recession, New Jersey has
lost 110,000 Jobs. Most of the current forecasts predict a continued recession, at
least until the third quarter of 1992,

There can be little doubt that when the emergency unemplogx:ment benefits we
fought so hard for last year expire in June, the econoray will not be creating enough
Jobse for the unempltg:d. The current recession is the longest downturn our country
has faced since the Depression. The currant unemployment rate is the highest we
have reached in this recession. And many of our largest companies are planning fur-
ther layoffs in 1992, Further, this 7.1% rate does not include discouraged workers
or workers who cannot find full-time work and instead have taken part-time work
6,300,000 additional workers. If you count these individuals in the unemployment
rate, you get a comprehensive unemployment rate of 10.4%. Similarly, if we had ex-
5erienced normal growth in the lagor force, this rate would jump up to 11.4%.

learly part of the response to the longest post-War downturn must be to extend
the safety net which allows these individuals to sustain their families until the
economy recovers.

While we act quickly to extend an economic lifeline to the unemployed, we should
not overlook the structural problems in the current system that force us to come
back and back again with emergency benefits. The formula for extended benefits no
longer responds to recessions, and in part that is because too many workers are no
longer covered by the system at all, so they are not counted in the insured unem-
ployment rate. Unemployment insurance is not only a measure of our compassion,
it should also be an economic stabilizer that leads to stronger growth in the future.
It is in all our interests that an unemployed worker is able to continue providing
for his or her family. It ie in all our interest that a skilled worker have the time
to lovk for a job that makes the greatest use of those skills. The szetem has not
worked for this recession. We'll patch it up a second time, but for the future, we
will need a systern that adjusts to real economic conditions before it's too late.

Like many other Americans, I watched the president's address last night. Like
many other Americans, I wanted to find hope in his economic proposals. But what
I heard did not give me very much hope. It seems the president's response to the
longest economic downturn since the Depression is simply to revive supply-side eco-
nomics.

It's hard for me to ezrlain to New Jerseyans that the agpropriate response to a
decade of stagnating real incomes and skyrocketing budget deficits is a capital gains
cut. Not many of the 294,000 individuals looking for a job in New Jersey will report
capital gains on their tax forms this April. Nor will they earn {mssive losses or bene-
fit from accelerated depreciation or have the liquidity to invest in a “FamianSavin
Account.” What does the President offer these people? A $150 tax break. And that's
las%\:lming they are fortunate enough to earn enough money to create that much tax

iability.

Mr. éhairman, I look forward to working with you and our other committee mem-
bers to develop a aYrowth package which makes sense for America—a frowth pack-
age which is fiscally accountablel which does not favor the well-to-do over those
most in need, which offers real relief to American families, and which creates real
grospecta for economic growth. But as a critical first step, we should get emergency
enefits moving as quickly as possible so that more families will be able to adjust
to the economy’s long transition, so that more workers will stay in the workforce,
and so that our economy will remain strong and secure for decades to come.
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PREPARED STATEMENT OF KEITH BROOKS

My name is Keith Brooks Qnd I am the coordinator of the New
York Unemployed Committee, which s a grass roots advocacy
organization of unemployed people started in November 1999. We
would like to thank you for the opportunity to testify here today
on the need for another extension of unemployment benefits. The
current maximums of 39 and 46 weeks is still far short of the 65
week maximum available in 1977. But the real issue is much more
tha&i@elpo:ary program for a few additional weeks of unemployment
benefits.

The political climate has changed dramatically since we first.
started our grass roots campaign for an extension of unemployment
benefits in November 199d. The c:pcﬁtn told us we were tilting at
windmills. There was no way George Bélh would ever agree to extend

i

unemployment benefits.

After a year of organizing, ot%lobbylnq and protests in New
York, Washington, and Bush's vacat;on home in Maine, Bu;ﬁ was
finally forced to sign an extension &n Movember. The economy kept
getting worse, the Republicans lost 1; Pennsylvania, Bush continued
to play Nero while Rome burnt~- and wi along with others were thaere
to keep the issue in the public eye, keeping the pressure on.‘And
of course we were going into the election year.

Oon December 11, 1991 we aoked Congressman Downey to move
quickly to introduce a bill for another extension of unemployment

-benefits as soon as Congress reconvened this year. We pointed to

the end of FPebruary when all those able to get back onto the

extension at the end of November when the bill went {into effect

would start using up those 13 weeks of benafits.

and scheduled a hearing

Congressman Downey was responsive,
last week on January 23 on the issue you are addressing today. And
simply hablng the hearing put Bush once again on the spot. While he
may be totally out of touch with the overwhelming majority of

people in this country, he is not stupid. He knows it would be
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political suicide to again oppose another extension of unesployment
benefits. And so at S AM on January 23, as ve were preparing to
leave Brooklyn to come to Washington to testify that day at the
House hearing, we heard on the radio that Bush announced he would
not oppose another extension of unemployment banefits. The hearing
had not even happened yet and already he cried uncle.

Last night Bush said he allocated 4.4 billion in his budget
for another extension. We do not take anything for granted. When
will this extension go into effect, Mr. Bush? March 2@ will be too
late for those running out of their 13 week extension at the end of
February. We urge both the Senate and the House to quickly pass a
bill for Mr. Bush to sign.

Bush-- and others--are also making a big mistake in thinking
the unemployment and jobs issue will now disappear. More weaks of
unemployment benefits is the least of vhat is needed. He left you,
the Democrats with plenty of ammunition. We need permanent reforms
of the unemployment insurance system. Bush talked of tax breaks but
said nothing about eliminating the tax on our unemployment
benefits. We challenge you, Senator Bentsen, and the rest of the
Democratic leadership to take on this issue to eliminate the tax,
which was first instituted by a Democratic President {n 1978 named
Jimmy Carter.

Bush said nothing about the {mmediate health care needs of the
unemnployed and almost 40 million uninsured. While the politicians
debate what kind of health coverage refors is needed, the only
question we hear at the unemployment centers where we organize is
" where can I get health coverage?”

Bush said nothing about a real jobs progras that would put

this country back to work. He has a full employment program for

.

former Soviet nuclear scientists, but not for the millions of

unemployed in this country.
When someone works all their life and loses their job through

no fault of their own, there is a need for other protections of

their standard of living. During the early 8@°'s a nusmber of states
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passed mortgage relief laws, moratoriuss on utility turnoffs and

other measures. We call for an Unemployed Bill of Rights, that

would provide protections against people losing their homes,

against gas and electric turnoffs, losing possessions as well as
job retraining. How many pecple lost their home last year or wvere
evicted because they had neither a job nor source of income? How
many put off medical care for themselves or their families?
We think it is time to revive the notion that a jodb is a bastc
human right, along with access to health care, food and shelter.
On February 27, 1992 ve intend to come back to Washington with
hundreds and perhaps thousands of unesployed people to rally and
lobby, to make it clear that until this country is put back to work
.a: decent jobs at a living wage, until there {s enough weeks of
uneuplo;nent benefits for those without jobs, that until there is
health care tgr all who need {t, the issue will not go away-- and

neither will we,

Hillions of unemployed people remain in a state of emergency,
without a Jjob or source of income. We challenge you, Senator
Bentsen, and the rest of the Democratic party, and all cthose

running for President to step forward and take a stand on these

1ssues. Will you do it?

PREPARED STATEMENT OF SENATOR JOHN H. CHAFEE

Thank you Mr. Chairman. I want to commend you for holding this hearing today.
There is no more important issue facing the nation today than the economy and the
high unemployment rate. The ongoing recession has been particularly devastating
for New England and my home state of Rhode Island.

Last year, this committee passed legislation to ,-{:(Wide emergency unemployment
benefits to the long-terta unemployed. I supported that measure. At that time,
Rhode Island was the only state with an unemployment rate high enough to trigger
onto the permanent extended benefits program. I had hoped that the economy would
improve and that we would not have to revisit this issue. Unfortunately, that is not

the case,
The total unemployment rate in Rhode Island is currently at 8.6 percent, higher
than the national average of 7 percent. While I am relieved to see tgat it has gone
down since last month’s 9.8 percent, clearly there is still a serious problem in my
state. The number of 'people who are participating in the permanent unemployment
program is 44 percent, higher than it was just two years ago. When we passed the
emergency bill late last year, over 14,000 people in Rhode Island filed claims for
benefits. Adding this to the 37,600 people who are participating in the permanent
program means that more than 10 percent of the state’s workforce is receiving un-
employment benefits. More than 1,100 Rhode Islanders have already exhausted
their share of the emergency program, and more will continue to trigger off the pro-

gram.
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My office receives letters every day from individuals who are well-qualified, who
want to work, but who cannot find a job. Between our credit Union crisis and the
manBebusineu failures in New England, jobs and money are scarce. Add to all this
the Defense Department’s decision to terminate the “Seawolf’ submarine which af-
fects 9,000 Rhode Islanders jobs. These individuals have worked hard, they have
families to support, and they deserve our help in their time of need.

So, I am pleased that we are here today to work together to try to help the thou-
sands in my state and around the country who, through no fault of their own, sim-
ply cannot find work. I look forward to working with the President, who supports
this idea, and my colleagues in the Senate toward swift enactment of an emergency

unemployment compensation bill.
you Mr. Chairman,
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PREPARED STATEMENT OF CHARLES CHAPPELL

My name is Charles Chappell. I am 42 years old, and I live in
Brooklyn New York, I lost may job as a courier for a firm serving
the Wall Spreec financial district in New York City in March 1991.

I have not been able to find a job since. I am currently back on

unemployment benefits as a result of the extension passed {n

November, after having used up my first 26 weeks in October.

I do not see any job prospects on the horizon, and like

————
millions of others, I am going to need moraea weeks of benefits to

raa—

make it through this recession. I also help support two nine year

annm—

old twin daughters oa the $220 a week I have heen receiving.

In 1968, I waa drafted and served two years in Vietnam. Like
many others, I went because I had been taught that I had a
responsibility to fulfill., I received the Purple Heart, the Bronze
star, Parachutist Jump Wings, the Vietnam Service Hedal, the Alr

Medal and other medals and commendations.

I go job hunting every day. During my work career which began

when I was 14, I have picked up msany different types of skills, in
addition to knowing how to parachute out of a plane. And yet every

time I go to apply for a job, the room (s jammed with people just

like me all looking for the same thing-- a4 vay to support ourselves

and our families through our own efforts.

I am not here today asking for a handout, or charity. I need

a job-- or more time to make it through this racession. The vay I
look at it, I am asking for what is mine in the first place.

Last night, President Bush claims that he now suppourts another
extenaipn of unemployment benefits. But he did not say whan we
would g;t this further extension, and we cannot take anything for
granted. We heard him mention March 20th-- that will be too late
for huridreds of thousands exhausting their benefits every month.
A do-est;c catastrophe has hit millions of us who have been left
without A job. People have 1lost their homes or apartments,
neglected their health care needs because they lost their health

insurance when they lost their job. Pamilies have split up, unable
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to stand the strain. More weeks of unemployment benefits is the
least of what we need. This (s an emergency.
I received many medals in Vietnaa. W&__{Q_M

medals for surviving this recesgion. But I do expect my governaent,

that I put ay life on the line for, to fulfill ite responsibility

to the citizens of this country. We need jobs. In the past, the

government has created jobs prograss to help people through

recessions, Last night, ve heard nothing from Bush about a real

jobs program to put this country back to work, just a lot of hot

_,&__LL-—-
If the government will not provide jobs,
We need more weeks of unemployment

then ve need a way to
survive in the meantinme.
benefits now, we need medical coverage, we need to elirinate the

tax on our benefits.
The Democratic leadership has pledged to move quickly to get

another bil) through congress. Bvery day is too late for those who

exhaust their benefits. But even with a few more weeks of

unemployment benefits, the issue of jobs and economic survival will

not go away.

PREPARED STATEMENT OF BILL GROSSENBACHER

Mr. Chairman and members of the Subcommittee, my name is Bill
Grossenbacher. I am President of the Interstate Conference of Employment Security
Agencies and Administrator of the Texas Employment Commission. The Interstate

Conference of Employment Security Agencies (IéESA) is the organization of state

officials who administer unemployment compensation laws, the public eraployment
and in many states, job training pro-

service, labor market information programs,

ama. Thank you for the invitation to appear today to discuss implementation of

he Emergency Unemployment Compensation Act.

Unemployment compensation has long been, and continues to be, the fastest and
most efficient means of allevialing personal hardship and stabilizing the economy
during economic downtwrns. An estimated $24 billion was paid in state-financed un-
employment benefits during fiscal year 1991 to about 11 million unemployed work-
ers throughout the nation. Currently, in addition to regular state benefits, state un-
employment compensation agencies are paying about one million emergency unem-
sloyment claime per week. Dollars paid in unemployment benefits are automatically

irected to areas where unemployment is greatest and are returned quickly into the
economy because they are used to purchase the necessities of l:fe.

My colleagues and I are proud of our staffs and the jobs that they have done and
continue to do to implement the Emergency Unemployment Compensation Act.
Planning and computer programming required work virtually around the clock for
several weeks. I will acknowledge that ietting the EUC program up and running
in Texas was no easy task. The reachbac Yrovieion meant the instant quadrupling

of our beneficiaries. We installed an 80C telephone number with 22 incoming lines,
hired 84 temporary workers, and reaeslii‘gned :g:ipment and staff from other depart-
ments to assist benefits processing. Even r taking these steps and working
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nights and weekends, we are barely keeping our heads above water. As of mid-Janu-
ary, we have mailed 410,000 applications, proceased over 80,000 claims for emer-
gency benefits and paid over $66 million in benefits, We are answering between
1200 to 1600 calls per day on the 800 number. -

In many states, local office hours were expanded to include evenings and week-
ends to handle the huge number of “reachback” claims. Other states took these
claims by telephone because the number of potentially eligible individuals could not
be accommodated in the space available in local offices.

In spite of these admini’;trative challenges, many states were able to issue benefit
checks before Thanksgiving, even though some administrative questions were still
open to interpretation. All states were paying EUC by the second week in Decem-

er.

Today, I would like to address some of the problems that states have encountered
in implementing thie program and make some recommendations for changes in both
EUC and the permanent Federal-State Extended Unemployment Compensation Act.
I will not address the questions of whether additional weeks of EUC are needed or
whether the life of the program should be extended since ICESA’s members have
not addressed these questions collectively. On these issues, I encourage each of you
to seek the opinion of the state official who heads the agencv administering unem-

ployment compensation laws in your state,

TERMB8 AND CONDITIONS OF ELIGIBILITY FOR EXTENDED BENEFIT8 AND EMERGENCY
UNEMPLOYMENT COMPENBATION

The Emergency Unemployment Com}])ensation (EUC) Act requires that the same
“terms and conditions” that apply to claims for extended benefits (EB) will apply
to claims for EUC. These requirements have the effect of restricting the number of
individuals who qualify for EUC and of creating bureaucratic hurdles individuals
must overcome to remain eligible.

Prior to 1981, any individual, who exhausted state unemployment benefits when
the state was in an extended benefit period, qualified for EB. In December 1980,
P.L. 96-499 amended the Federal-State Extended Unemployment Compensation Act
to require denial of EB to individuals who had been disqualified under the state
law, based on reason for separation from employment or refusal of suitable work,
unless the state law required reemployment subsequent to the disqualification. In
August 1981, P.L. 97-36 again amended the Federal-State Extended Unemployment
Compensation Act to require a minimum of 20 weeks of work, or the equivalent in
wages, to qualify for EB.

Also prior to 1981, state law requirements related to work search and suitable
work alzo applied to claims for extended benefits. P.L.. 96-499 established specific
EB eligibility requirements related to seeking work and applying for suitable work.

The EB/EUC qualifying and eligibility requirements and how they are imple-
raented are described below along with a general description of state practices.

Work Search: Extended Benefits Requirements. Individuals are required to make
a systematic and sustained search for work and to present tangible proof of the
search, such as a list of the names, addresses, and telephone numbers of persons
with whom the individual filed apgllcationa. The number of job contacts which con-
stitute a “systematic and sustained” search has been defined in many states by the -
cowrts and 1is usually two to four contacta per week. If the individual fails to make
such a search for any reason (e.g. illness), he is disqualified for further benefits until
returning to work for at least four weeks and earning at least four times his weekly
benefit amount.

The “systematic and sustained” work search requirements apply regardless of the
economic situation or the individual's circumstances. In some rural areas where un-
employment is high, where there are only a few major employers, and where it is
known that those employers are not hiring, it is a meaningless exercise to require
each EUC recipient to call on those few employers every single week in order to be
eligible for benefits. In many states the numger of job contacts required by EUC
recipients each week outnumbers the employers in the state. For example, in Texas
we have about 326,000 employers. In January, an estimated 640,000 job search con-
tacts per week will be required by EUC recipients. In addition, our regular state
benefit recipients will a]ao%e out f‘(,)okin for work, increasing the number of people
knocking on the doors of employers who have no jof» openings.

Work Search: State Laws. Under most state laws individuals are required to make
a search for work each week. Some states require “proof;” others do not. However,
states generally have provisions to waive work search requirements in areas where
unemployment is extraordinarily high and where there are virtually no job openings
in an individual’s line of work. Under state laws, work search requirements can be
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tailored to the locality and to the individual. In addition, under state laws if an indi-

" vidual fails to make a required work search for one week due to illness or other

reasons, he is ineligible only for that week, not indefinitely as under the EB/EUC
requirements.

uitable Work: Extended Benefits Requirements. In order to qualify for EB/EUC,

an individual must be willing to accept any work that is within his or her capabili-

ties and that pays more per week than unemployment benefits. For example, unem-

ployed airline pilots in Dade County, Florida, would be required to accept jobs cut-

tinf sugar cane were they offered. Sugar cane growers generally don't want to hire
airline pilots. However, this illustrates the absurdities thet result from this require-
. ment,

Suitable Work: State Laws, Most state laws define suitable work as the type of
- work for which the individual is suited by training or experience and that offers pay
comparable to the level of earnings before layoff. Alter the individual has been un-
employed for some time, he is expected to reduce the lowest salary he will accept.
isqualifications: Extended Benefits Requirernents. The Extended Benefita re-
quirements that also apply to EUC dictate that any provisions of state laws which
terminate disqualifications for voluntarily leaving employment, misconduct, or ve.
fusal of suitable work on any basis other than employment subsequent to the. dig-
qualification do not apply for pug)oses of determining eligibility for EB/EUC.

Disqualifications: State Laws. Since the amendment to the Extended Benefit legis-

. lation in 1980, many states have changed state laws to match the federal EB re-
quirement. However, a number of states still have state law provisions which dis-
qualify individuals for a certain number of weeks rather than requiring reemploy-
~ment. In response to a survey by ICESA, twelve states indicated that 1% to 34%
of individuals who would otherwige have been eligible for EUC were not due to this
requirement. Nebraska is the state where the largest percent of individuals, 34%,
" is not eligible. In Texas, thia provision disqualifies from EUC one group, mostly
. women, who quit a job to move with a spouse.
ualifying Base Period Wages: Extended Benefits Re(‘:tsirements. To qualify for BB/
EUC, an individual must have worked at least 20 weeks in his base period or have
earned the equivalent in wages. The wage equivalent is defined as 1% times high
quarter wages or 40 times the weekly benefit amount,.

Qualifying Base Period Wages: State Laws. A number of states have less stringent
requirements for base period wages than the EB requirement. In responsc to
IC%)SA'B survey, 21 states reported that from 1% to 18% of those who exhausted reg-
ular state benefits were not eligible for EUC due to the base ﬁweriocl wages require-
ment. The average was about 4%. The greatest impact of this requirement is in
Iowa, were 18% are not eligible for EUC. The largest number affected is in Califor-
nia where 13%, or 23,336 regular benefit exhaustees, are not eligible for EUC.

Job Placement Requirements. The Extended Benefits law and regulations place
certain requirements on state Employment Service operations witg:)ut any addi-
tional funds. Each person claiming EUC benefits, whose reemployment prospects
are determined to be “not good,” must be reinterviewed by the state Employment
Service and referred to any jobs that are listed with the Employment Service and
meet the suitable work definition, that is, the job is within the individual’s capabili-
ties.

These interview requirements, especially for the large number of individuals
‘brought in by the “reachback,” have been overwhelming for many state Employment
Service offices. In many cases, a review of the individual’s application with the Em-
ployment Service would be adequate to determine whether a personal interview
would be beneficial. In localities where theie are virtually no jobs listed due to eco-
nomic conditions, or where the jobs listed are not within the capabilities of the indi-
vidual, the rigid requirement for a personal interview is just another example of the
bureaucratic wheel-spinning to which both unemployed workers and our own stafy’
are subjected.

Conclusion and Recommendation. The stringent requirements that apply to EB/
EUC are inconsistent with the fact that these programs are available only because
economic times are bad and jobs are scarce. We treat people who have not been able
to find a job after 26 weeks as if it were their fault; they just didn't try hard enough.
The fact is that these requirements are not desi etf to help people get back to
work, but merely to restrict the number who qualify for extended or emergency hen-
‘efits. These requirements create needless paper work for staff in local unemploy-
rient offices and bureaucratic hassles for unemployed workers with enough prob-
lems already. We u?e ou to repeal thé terms and conditions that apply to the Fed-
eral-State Extended Benefit program and to Emergency Unemployment Com-
‘2ensation and permit the terms and conditions of qualifying and eligibility for state
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benefits to apply to Extended Benefits and Emergency Unemployment Com-
pensation.

OVERPAYMENT RECOVERY PROVISIONS

A number of states have reported technical problems with implementation of the
overpayment recovex}y rovisions of EUC. These provisions, by limiting the amount
of recovery to 60% of the amount payable for a week, have the effect of limiting the
options for recovery. In many cases an overpayment will not be identified until the
individual has received all EUC to which he is entitled. Under many state laws an
individual may make restitution for an overpayment by meeting all requirements
and certifying for a future week, even though he has received alfbeneﬁts available
to him. The provisions of EUC for overpayment recovery in these situations essen-
tially limit recovery to cash repayment.

Another problem area is related to waivers of recovery due to hardship. Such
waivers are applicable for only a short period. This technically requires states to
monitor the economic status of an individual to whom a waiver was granted for the
entire three year period during which overpayments can be recovered. These are
very technica{adminiatmﬁve provisions; however, their simplification would greatly
ease the administrative problems associated with implementation of EUC.

ICESA would be pleased to provide further explanation of these issues to your
staff and to work with you to simplify these provisions in the future. ’

ADMINISTRATIVE FUNDING

ICESA is grateful to you, Mr. Chairman, and to other members of the Senate Fi-
nance Committee for your support for a contingency reserve fund in the FY 1992
I.abor, Health and Human Services, and Education A propriation which has pro-
vided an additional $174 million dollars to handle EUC claims. Without this provi-
sion or a supplemental appropriation, iimplementation of this program would not
have been possible.

However, no funds were made available for the start-up costs associated with the
program, such as computer programming, forms and procedures design, and in some
cases, purchase of new equipment or installation of additional telephone lines. For
some states, and especially small states, this has been a hardship. In Alaeka, for
example, computer programminq staff had to be reassigned from a current benefit
payment redesign project to do the systems work associated with EUC. The suspen-
sion of work on the benefit payment redesign project will now require extension of
a contract with a vendor at a cost of an additional $150,000.

The requirements placed on the Employment Service by EUC have been especially
difficult to meet witﬁjn the minimal fundmg provided for employment services in
recent years. Employment Service staff levels have declined by half over the past
ten years. Coumeli‘x;g and testing services are minimal. Most Employment Service
staff are now focused on job placement activities. Diverting these scarce resources
to meet the non-productive requirements of EUC have been especially frustrating.
With additional resources, the Employment Service could provide an earlier and
more active role in putting unemployed Americans back to work. We urge you to
consider a true reemployment assistance component to EUC, with addiiional re-
sources, when you consider an extension of this program.

UNEMPLOYMENT TRUST FUND

As you consider an extension of emer%;mc}y unemployment benefits, a question
which inevitably arises is the impact on the federal budget deficit. As you are well
aware, EUC is paid from the Extended Unemployment Compensation Account in
the Unemployment Trust Fund where funds are intended to be accumulated in good
times to be used when economic times are bad.

ICESA has long-etanding policmhich S\CxlpForts removal of the atate and federal
accounts in the Unemployment st Fund from calculation of the federa)l budget

deficit. For the past decade, state administrators have watched the decline in fund-
ing for employment security that resulted from federal budget deficit considerations
while balances in the UTF's Employment Security Administration Account grew by
leaps and bounds.
1e Unemployment Trust Fund, like the Social Security Trust Fund, is made up
of dedicated revenues. Federal and state unemployment taxes can be used only for
unemployment benefits and for administration of unemployment insurance and em-
ployment services. :
Including these trust funds in federal budget deficit calculations serves only to
mask the size of the deficit. Removing the UTK from calculation of the federal budg-



651

et deficit would allow decisions to be made on the merits rather than on budget defi-
cit considerations.

CONCLAUSION

In considering an extension and additional weeks of EUC, we urge you to keep
it as simple as possible by permitting state policies and procedures to function to
thsvgreateat extent possible rather than substntuting federal requirements.

e also urge you to consider carefully reform of the budgetary treatment of the
Unemployment Trust Fund.

Thank you for your interest in these implementation issues. I will be happy to
answer any questions you may have and to work with your staff to sort out some
of the more complicate«i,v technical issues.

PREPARED STATEMENT OF LYNN MARTIN

Mr. Chairman and Members of the Committee: I appreciate this opportunity to
appear before you toda{yto testify on legislation to amend the Emergency Unemploy-
ment Compensation (EUC) Act,

When I was in Congress, | represented a district with a city that had the highest
unemployment rate in the nation during the last recession. This affected some of
my friende, neighbors and members of my family. [ am deeply ‘concerned about the
men and women of this nation who do not have jobs and who have exhausted their
unemployment benefits.

[ know that President Bush shares my concern about the recession’s impact on
the American people, and perticularly unemployed workers. The President and [
want to work together with the Congress to help the unemployed, and at the same
time move toward an economy that will provide the jobs tﬁat all Americans need.
In light of our concern, the President proposes to expand and extend BUC to assist
unemployed workers and their families while they seek employment.

%y working together last year, with your help Mr. Chairman, and the leadership
of Senator Dole and others in both Chambers, we were able to provide these impor-
tant emergency benefits to unemployed workers in a manner that was consistent
with long-term economic growth. I])t 18 again time to work together to achieve this
same objective.

The refular UT nrogramas, which provided nearly $26 billion to over 10 million un-
employed workers in FY 1991, are now supplemented by the EUC program. EUC
grovides two tiera of emergency benefits—20 weeks or 13 weeks depending on the

tate’'s unemployment rate. The program is scheduled to expire on June 13 of this

ear. We believe it is providing significant help to the unemployed and their fami-
ies—placing checks in the hands of men and women all across this ccuntry, who
need help with mortgage payments, grocery bills, tuition payments, car payments
and other bills.

Mr. Chairman, the Department of Labor is proud of the efforts of State employ-
ment security agencies and our own staff in getting the EUC program up and run-
ning so quickly. Many States' first benefit payments under EUC were made Thanks-
giving week, just two weeks after the legislation was enacted.

Yesterday, the Administration, the Republican leader of the House, Bob Michel,
and Dan Rostenkowski, Chairman of the ways and Means committee, joined forces
to propouse an exlension of unemployment benefits that is consistent with the Budget
Enforcement Act for fiscal years 199%—-1996. The pioposa! was adopted Ly the ways
and Means Committee.

The proposal will expand and extend the EUC program. First, the bipartisan
package proposes adding, from the date of enactment through June 13, an addi-
tional 13 weeks of extended benefits to each tier. Unem)i‘loye workers who qualif:
for EUC before June 14, including those unemployed who are now receiving EU
benefits, will be eligible to receive a total of either 33 or 26 weeks of emergency ben-
efits, depending on the unemployment rate in their Stale. since under current law
some of the unemployed will exhaust their EUC benefits as eariy as February 15,
it is essential that this proposal be enacted quickly. The package also proposes ex-
tending the expiration date of EUC to Ju]€y 4.

Th:%.)epartment estimates the cost of the proposal to be $2.7 billion in FY 1992,
The proposal is fully financed and is consistent with the budget agreement. No se-
quester would be trigqered by its enactment.

We oppose proposals that would deem the costs associated with the changes to
be emergency requirements under the Budget Enforcement Act, thereby waiving
pay-as-you-go requirements. Such proposals, if enacted, could hinder economic recov-
- ery and its associaled job creation and jeopardize longterm economic imaov th,
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Mr. Chairman, the Administration is committed to responding in a timely and fis-
cally responsible manner to the hardships being experienced by the unemployed and
thefr families during the current recession. The Department and I will again work
with you and other Committee members to pass this legislation expeditiously so
that there will be no break in benefits for unemployed workers.

PREPARED STATEMENT OF SENATOR DONALD W. RIEGLE, JR.

Mr. Riegle. Mr. Chairman, last session this Committee laid the foundation for as-
sisting our nation’s unemployed workers. With much effort, we passed, and the
President finally signed into law, The Emergency Unemployment Compensation Pro-
gram. Althoudg'h this was an important effort to help American workers weather the
recession and the trade problems our economy is experiencing, it was not monu-
mental enough. We need to go further and continue to push for wide ranging re-
forms of this program.

As a continuation of my efforts to work toward this goal, last week I introduced
S. 2143, legislation to extend the Emergency Unemployment Compensation Act of
1991, which will expire in June 1992. My bill would extend funding for the program
until March 31, 1993.

In addition to this and any other extension and emergency funding legislation, I
look forward to working with you and the members of this Committee to follow
through on more encompassing legislation which will help correct the problems con-
nected with the Extended Benefit program trigger, administrative financing, and eli-
gibility criteria that plague our current Unemployment Insurance Program. It is
also essential that we improve the manner in which we calculate and include dis-
couraged unemployed workers or those who would like to work full time but are
only able to find part time work in the monthly and annual Labor Department sta-
tistics,

We need to Yass comprehensive legislation in this area to ensure that we have
a better unemployment compensation system in place to help American workers ride
out economic downturns in the future,

Two weekm) we were informed that we have reached a national unemployment
figure of 16 million unemployed American, In my state of Michigan, unemployment
is over 9%, and more than 1.3 million Michigan citizens filed unemployment claims
over the past year.

If nothing else, these disturbing and increasing figures are a stro indication of
the economic suffering that is going on in America. As such, it is only logical that
we work to further assist American workers who are experiencing hard times and
have contributed to our country’s standard of living through their daily efforts in
the workplace. I believe that legislation like the extension bill I have introduced and
broader reform legislation can be useful in helping us achieve this end.
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PREPARED STATEMENT OF DAVID ROBINSON

My.name is David Robinson. I am 40 years old, and I have been
unemployed since August 1999 when I lost my job as a clerk cutter
at Yale Trousérs in New York City, after working there for 3 and a
half years. I was a member of the Amalgamated Clothing and Textile
Workers Union Local 158,

I first ran out of my benefits last March., I applied tor
Public Assistance in June 1991, after using up the little savings
that I have, I was collecting $126 on unemployment insurance. Bvery
week I go out job hunting for jobs that simply do not exist, In
fact, more people are still losing jobs than finding thens.

‘It is hard to say which {is worse--being on unesployment
benefits or being on public assistance. I was able to get back onto
unesployment benefits through the current 13 week e¢xtension. But my
unemployment check is not enough to pay the rent, medical bills and
other necessities of life. I know ionc people who are being
threatened with being cut off from their medical coverage and their
food stamps because they were able to go back onto unemployment
benefits.

Choosing between collecting unesployment benefits or being on
public assistance is no choice at all. G{ve me--and the msillions of
others like me-- the choice between this and a decent job, and you
will see us lingmgglﬂac happened recently vhen 7,900 people wvaited

in freezing cold weather in Chicago for a chance at a few jobs.

I believe that when corporate Aserica fails to provide jobs,
the governament must step in with a JOBS PROGRAM TO PROVIDE DECENT
JOBS AT A LIVING WAGE. This is the first recession without a jobs
program. And if this government cannot provide jobs, then wve need
uneaployment benefits to last as long as necessary. I URGE YOU TO
QUICKLY:PASS ANOTHER EXTENSION OF BENEFITS. WE DARE PRESIDENT BUSH
TO PLAY THE SAME ROLE HE DID LAST YEAR WHEN HE BLOCKED TWO BILLS
FROM GOING THROUGH.

But without jobs, another extension of benefits is the least

of what we need. We need HEALTH COVERAGE, so people don’'t have to
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worry about losing their coverage if they can get off welfare. We
need to REMOVE THE TAX ON UNEMPLOYHENT BENEPITS. And we need
protection against having our utilities shut off, our phone serve
disconnected, against being evicted and losing our homes. Just
because we lost our jobs does not mean we lose our rights. The
unemployed of this country need AN UNEMPLOYED BILL OP RIGHTS.

As bad as being on welfare is though, it is better than being
homeless. Those who say the probles with welfare is that f{t
provides too much should try it sometime. My unemployment check is
not enough to pay the rent, medical and other bills. People should
not have to choose between staying on welfare and getting health
coverage and getting off welfare unable to afford {t.

At a time when wvelfare is under attack , the answer to welfare

dependency 4is meaningful 3jobs at a decent pay, with health

coverage., And thosae unable to work for various reasons have to be

provided for.
Bush complains about budget busting--but only when it relates

to domestic issues. We say its time to bust his budget agreement
and put that money he is so free in throwing around for other

countries to create jobs here and put people back to work. Thank

you,

PREPARED STATEMENT OF SENATOR JOHN D. ROCKEFELLER [V

Mr. Chairman: As we all recognize, families in West Virginia and across our coun-
try continue to struggle during this recession. The national unemployment rate for
jI);;i:ember was 7.1%, which translates into almost 8.9 million Americans who are
obless.

These unemployed Americans have families, They are struggling to make their
mortgage payments or their car paymenta, If their child gets sick, they will worry
about how to pay the doctor’s bill or afford a prescription.

West Vir?'.nia suffers with an unemployment rate of over 10%, one of the highest
in the country. Tens of thousands of West Virginians are unemployed. They are des-

erately looking for work, but in the current sluggish economy, there are more clos-
mﬁwtxces than job listings.

ese unemployed workers and families deserve our corapassion and our help.
They need exten!ed unemployment benefits so they can pay their bills and afford
the basic necessities.

Last year, this committee and Democratic leaders realized the problems facing un-
employed Americans and their families. We developed legislation to extend benefits
but we had to fight the Administration for months to acknowledge the recession and
recognize that unemployed peo%e deserved help.

Thanks to the persistence of Democratic leaders, including Chairman Bentsen, the
President finally decided to work with us instead of opfosing us. We enacted much
needed legislation in November to extend unemployment benefits.
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In West Virginia, this program is providing desperately needed benefits for 81,000
unemployed workers, individuale who have already exhausted regular unemploy-
ment benefita. These benefits are crucial for these families.

But families in West Virginia and across the country are already nervous because
they know that extended benefits are limited. For some, benefits could be cut off
in mid-Februarg. The economy has not turned around just yet, unemployment con-
tinues to rise. Our people still need help] and extension of unemployment benefits
should be a priority.

It's good to know that as we seek to extend unemployment benetits again, the
President has finally gotten the message and agrees tﬂat unemplo‘yed workers and
their families deserve help. Now, we should act swiftly to enact a further extension
so that unemployed Americans and their family can breathe a sigh of relief and
know that their benefits will be extended.

PREPARED STATEMENT OF MICHAEL O, RousH

Mr, Chairman, on behalf of the National Federation of Independent Business
(NFIB) and the more than 600,000 small businessmen and women who are its mem-
bers I want to thank you for this opportunity to present NFIB's comments on the
need for further extemﬁng unemplo’yment benefits.

NFIB is the nation’s largest small business advocacy organization, and our mem-
bers employ approximately 7 million people. NFIB'a membership consists of approxi-
mately the same percentage of manufacturers, farmers, accountants, etc. that exiat
in the national economy. The typical NFIB member employs 8 workers. These firms
are Main Street small businesses—they are the backbone of their local economies
and, consequently, the national economy.

In the 1980's amall firms were responsible for over 70% of the more than 14 mil-
lion net new jobs created. The reason for this phenomenon is that small firms hire
people—not machines—to work. People are a small firm's most important as well
as most expensive resource. That is why payroll tax issues, like Social Security
(FICA) and in this case, unemployment insurance (FUTA), have such a tremendous
bearing on the health and viability of small businesses.

SMALL BUSINESS COMMENTS ON CURRENT LAW

Six times a F'}'ear, NFIB polls its entire membership on policy iesues. Based on
these polls, NFIB knows the issue of unemgloryment insurance is a continuing con-
cern to our small business members. Listed below are a series of positions our mem-
bers have taken on issues relatimbto unemployment insurance.

On the overall structure of the Ul system, NFIB membera strongly support efforts
to provide a more fully experience-rated system than is currently in place in most
states (78% favor while 16% oppose—Mandate No. 463, December 19856). In most
states sinall firms with stable work forces typically subsidize employers in declinit?
industries with large lagoffs. This shift in the UI tax burden unfairly penalizes good,
stable, employers, benefiting employers with high levels of employee turnover.

NFIB members also support the change enacted in 1981 in which the national
trigger for extended benefits was eliminated and state triggers were substituted
(83% favoring while 14% oppose—Mandate No. 434, June 1981). This change more
accurately reflected the differing employment situations in the states. States with
relatively low unemployment no lon%er have to pay higher taxes because of the
hiig\}\er unemployment rates in other states.

FIB members voted in 1985 against the creation of sub-state tn'gg:rs to deter-
mine whether or not a worker should be eligible for extended benefits (10% favor
while 65% ompgose--Mandnte No. 469, April 1986).

NFIB members also oppose extending the duration of unemployment benefits (6%
favor while 92% oppose—Mandate No. 492, August, 1991). This is not surprising be-
cause business owners bear all the costs of the unemployment insurance system but
are rarely eligible for benefits themselves even when they go out of business and
are unemployed.

NFIB members do, however, support changing current law to increase the amount
of adininistrative funds paid to the states. The federal government collects these
funds and is supposed to then return them to the states. Unfortunately, these funds
are being kept by the federal government to offset the budget deficit.

Several states have been &rced to levy additional taxes on employers because
they do not have enough money to operate their unemployment insurance programs.
As a result, the employers of these states end up paying the costs of admimsleri‘nﬁ
their state’s program twice. This double taxation of employers should be remedie
immediately by returning administrative funds to the state.
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Another complaint we hear from small business owners regarding the unemploy-
ment compensation system relates to the unfair treatment of some owner-employ-
ees, After having paid their i‘UTA taxes, some small business owners are denied
unemployment benefits if their firm goes out of business, NFIB members strongly
support exempting employers from payment of Ul taxes if they are ineligible to re-
ceive Ul benefits (72% favor while 26% oppose—Mandate No, 447, February 1983).
There is no reason for small business owners to be required to g:y unemployment
tax on their own salary if, as a matter of law, they are going to be ineligible to col-
lect any benefits.

Although NFIB members have a variety of concerns with the current unemploy-
ment compensation system, these concerns are not with the fundamental nature of
the system and do not require a major overhaul of the current operations of the sys-

tem.
IMPACT OF PAYROLL TAXES ON SMALI, BUSINESS

The concern of small business over any increase in FUTA taxes is exacerbated by
the increasing burden of payroll taxes in general. Over the last decade, income taxes
have come down, but payroll taxes have increased. In 1980, employers paid a 5.1%
FICA tax on the firs 5'55,000 their employees earned. 'I‘oday, employers pay a
7.66% FICA tax on the first $63 400 their employees edrn. A typical small business
now pays more in payroll taxes than all other taxes combined.

Increasing reliance on payroll taxes to pay for government benefits is particularly
onerous for small businesses. Small businesses are labor intensive and, as a result,
pay_a disproportionate amount of payroll taxes. In addition, payroll taxes must be
paid regardless of whether or not the business is making any money. As a result,
small businesses making little or no profit have to pay thousands of dollars in pay-

roll taxes.
THE NEED FOR ADDITIONAL BENEFITS

The current UI system has worked well over the past fifty years with its specific
goal of providing temporary replacement income to unemployed individuals. In our
view and that of many other experts in the field of unemployment insurance, the-
funding, structure, and delivery system of the unemployment compensation program
is not designed to be expanded beyond its current limits,

As debate on this issue has highlighted, the current UI program does not protect
workers who have been out of work for more than 26 weeks (up to 69 weeks if they
are eligible for extended benefits). How long unemployment benefits should last is
also a ?‘ueetion on which reasonable men and women can differ. The program should
cover the amount of time it takes most people who have lost their joba to find an-
other. On the other hand, the system should not be converted into a Jong-term pro-
gram for dislocated workers.

The current system already covers the vast ma{fﬁg of workers who lose their
jobs. According to the most recent statistics from the Department of Labor, 88 per-
cent of workers who lost their job in 1988 found another rlob in less than 26 weeks.
Although the number of workers who will find a job will likely fall because of the
current recession, Congress should still weigh the cost of expanding unemployment

comgensation.
NFIB understands the argument of those who maintain that the Unemployment

Insurance system doves not adequately address the problems of the long-term unem-
pIO{ed and the dislocated worker. Although we recognize this as a significant soci-
etal problem, the Unemployment Insurance program was not designed to address
this problem. It was deaighed to provide short-term wage replacement to unem- |
ployed workers as a bridge between {obs. A complex safety net of other federal pro-
grams is already in existence to protect those who find themselves out of a job for
an extended period of time. ‘The Ul system was not designed to be a social welfare
program, and it should not be turned into one.

Do not forget that the Ul program is funded by a tax that employers pay on all
of their employees. In effect this tax is a direct tax on jobs. Increasing this tax to
pay for extended benefits will make it that much more likely that employers will
not hire any additional workers, resulting in an increase in the unemployment rate.

THE NEED FOR PERMANENT CHANGES IN THE UNEMPLOYMENT INSURANCE PROGRAM

Finally, NFIB would strenuously oppose any attempt to make permanent changes
in the Ul program, while Cg\'ving the apcfem‘nnce that the legislation is an emergency
extension of benefits. If ongress decides that current economic conditions warrant

an emergency extension, that extension should not be accompanied by fundamental,
permanent changes in the program. The unemployment insurance program has suc-
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cessfully mvided for the needs of workers who find themaelves unexpectedly out
of a job. This committee should look skeptically at those who want to use the cur-
rent rush to extend benefits as a vehicle for making long-lasting, fundamental

changes to the program itself.
CONCLUSION

The current unemployment system provides up to 69 weeks of benefits for people
who are out of work and between jobs. The current system was not designed E:) pro-
vide for, and cannot afford to Frovide for, individuals who are unemployed for much
longer periods. In the midst of a recession and gradually increasing unem loyment,
legislation increasing FUTA taxes to boost tmemplcgment insurance beneﬁfa will in-
crease the cost of hiring workers. The last thing Congress should do in the midst
of an economic downturn is increase a tax on jobs. Congress should be encouraging
employers to hire more employees, not discouraging them.

PREPARED STATEMENT OF DAvID A. Wyss

Senator Bentsen, members of the Committee. Thank you very much for asking us
to testify on the issue of extending unemployment insurance benefits. When this
issue came up last year, the unemployment rate had dropped from its peak level
of 7% in June, 1991, and was moving lower. Even at that time, DRI thought that
extending benefits would be a good insurance policy against a more extended reces-
sion. Today, the recession is still with us, and the need for the benefits has become
more obvious,

The extension of unemployment insurance benefits is an effective way of providin
a stimulus to the economg. Although the dollars involved are relativelg' small, an
thus are not a solution {o the recession, they go to the people most in need of
money, and provide a relatively large stimulus for the amount of money involved—
much more so than a temporary or permanent rriddle-income tax cut. From the
standpoint of compassion, we also feel that the extension of benefits is a good pro-
gram. The recipients are the people most affected by the recession, and most in need
of income. The primary reason for the extended benefits effectiveness is that they
go to people who have been out of work for a long period of time, and who thus,
presumably, have exhausted their savings.

We estimate that individuals would spend about 70% of a temporary middle-in-
come tax cut. In the case of a permanent tax cut, they spend lees than 80%. They
will spend nearly 100% of the additional funds provideure by extending unemploy-
ment benefits, yielding a much greater impact on national production and employ-
ment. Considering the multiplier effects of various measures, a temporary middle-
income tax cut yields only about a dollar-for-dollar impact on GNP. A permanent
tax cut does a little bit better, addir:f about $1.40 per dollar sﬁent. However, a dol-
lar of unemployment benefits—including extended benefits such as those under con-
sideration—expands the economy by about $1.60.

Unemployment insurance benefits are also inherently self-limiting, which reduces
the impact of the extension on financial markets. One problem with a general tax
cut is that financial markets are aware of the federal budget deficit and factor it
into their decisions. Tax cuis will prolong and enlarge the deficit, even after the
economy begins (o recover. Since, quite frankly, no one in the financial markets be-
lieves that future federal spending cuts will be made, the yield on long-term govern-
ment bonds will rise quite %\gckly in the event of a personal income tax cut.

This impact can alreacg seen in the market. The discussion of tax cuts is the
primary reason that bond yields have soared in recent weeks. The yield on the 30-
year bond has risen from 7.4% to 7.7%, and mortgage rates from approximately
8.26% to 8.6%. As tax cut talk moves closer to action, bond yields are likely to move
even higher, out of fear that the bond market will have to absorb substantially more
long-term Treasury bonds.

is fear is reduced if Congress passes only a temporary tax increase because
then the market knows that it muset absorb only one year of bonds. The extension
of uneraployment insurance benefits is inherently gelf-limiting. As the recession re-
verses and the economy begins to recover, which we expect by summer, the program
will phase itself out. The negative impact on the bond market should thus be rel-
ativeY small.
DRI expects the economy to begin to recover by summer, with growth accelerating
in the second half of the year. Housing is already benefiting from the lower mort-
gage rates, and we expect further Federal Reserve easing in the first quarter.
rowth in the second half of the year will depend in part on the tax package agreed



e

Erataly
o TR I & i

.

o

Fod)
o Bl

68

on. We currently are forecasting a 4.3% GNP growth rate, based on a $30 billion
tax package. Without a package, we would expect about 3.56% growth.

e unemployment rate will not peak until summer. Moreover, since we expect
the recovery to be relatively sluggish, the unemployment rate will not fall below
6.6% until mid-1993. The weakness of nonresidential construction and the slower
overseas growth make a stronger rebound unlikely.

Even the soft recovery that we forecast requires renewed consumer confidence.
Given the current pessimistic tone to the nation's press, which could get worse dur-
ing the election season, consumer sentiment could remain negative,

e were surprised last year by the weakness of the economy. After a promisin
start, the recovery stalled in the summer. We expect a restart this spri ,%mt coul
be surprised again if consumer confidence fails to rebound. The unemployment in-
surance bill could represent a useful insurance policy against this risk.

Even if we are correct, and the economy begins to recover in the summer, the
need for extended unemployment insurance will not disappear immediately. Al-
though employment is contemporaneous with the overall econoiny, it takes a few
months for the rise in employment to absorb the natural increase in the labor force.
Thue the employrent rate tends to peak about one quarter later than employment.

The number of long-term unempﬂ)yed lags even further. After all, it takes 26
weeks for someone to become a member of the long-term unemployed, and this cre-
ates a natural lag in the process. This is further reason that the program is more
important now than it was a year ago. The longer the recession extends, the more
long-term unemployed will lose benefits. The percentage of unemployed who have
been out of worﬁ more than 26 weeks has now risen to 16.6% from only 10.6% a
year ago, and 9.8% at the beginning of the recessivn. This percentage will continue
to rise through the early phases of the recovery,

A look at the last recession pointas out this lag. Although the recession ended in
November, 1982, the number OF long-term unemployed did not peak until mid-1983.
There are only two-thirds as many persons unemployed for longer than six months
today as there were in 1983, but the numbers are rising rapidly as the recession
continues. As recently as December 1990, there was no significant rise in the ratio.

The unemployment insurance program is by itself no cure for the recession. I is,
however, a useful atep in that direction. The funds are being given to some of the
neediest membera of the population, and the need for the program will continue well
after the recession ends, until growth brings the unemployment rate down to a more

reasonable level.

Where are the Unemployed?
(Change in unemployment rate, 90:6—-91:11)
Percent

e [::]—1.2 to 0.0
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Unemployment Indicators 1982 and 1991 Number of Unemployed over 26 weeks
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