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UNEMPLOYMENT COMPENSATION AMENDMENTS
OF 1976

WED1SAY, SEPTEMBER 8, 1976

U.S. SENATE,
CoMMrrEE o. FINANcE.

Washington, D.C.
The committee met, pursuant. to notice, at 10:05 a.m. in room 2221,

the Dirksen Office Building, Hon. Herman E. Talmadge presiding.
Present : Senator Talmadge.
Senator TALMADGE. The committee will come to order. The Finance

Committee today begins 2 days of hearings on ILR. 10210, a bill to
extend coverage under the unemployment compensation program and
to strengthen the program's financing. The House bill would increase
wages, taxable under unemployment compensation from $4,600 per
year to $6,000. increase the effective Federal unemployment tax rate
from five-tenths of 1 percent to seven-tenths of 1 percent, and extend
coverage on a compulsory basis to a significant portion of the Nation's
farmworkers and to nearly all employees of the State and local
governments.

[The Committee on Finance press release announcing these hearings
and the text of the bill H.R. 10210 follow:]

FINANCE COMMITTEE SFETS HEARINGS ON UNEMPLOYMENT COMPENSATION
AMENDMENTS OF 1976 (H.R. 10210)

The Honorable Russell B. Long (D.. La.), Chairman of the Senate Committee
on Finance, announced today that the Committee will hold a hearing on the
Unemployment Compensation Amendments of 1976 (H.R. 10210), a bill passed
by the House of Representatives on July 20, 1976. The hearing will begin at
10:00 n.m. on Wednesday. September 8, 1976, and will be held in Room 2221,
Dirksen Senate Office Building.

The House-passed bill would make numerous changes in the statutes govern-
ing the Federal-State unemployment compensation programs. Under the bill
coverage would be extended to State and local Government employees and to
agricultural and domestic workers. The net Federal unemployment payroll tax
would he increased effective January 1977 and the amount of earnings subject
to Federal and State unemployment taxes would be raised effective .January
197R. The bill would also make other changes related to the coverage, financing,
and benefits of the unemployment programs and would establish a national
commission on unemployment compensation to study and develop recommenda-
tions for further changes in the programs.

Requests to Testify.-The Chairman advised that witnesses desiring to testify
during this hearing must submit their requests In writing to Michael Stern,
Staff Director. Committee on Finance. 2227 Dirksen Senate Offlie Building,
Washington. D.C. 20510, not later than Wednesday. August 25. 1976. Witnesses
will be notified as soon as possible after this cutoff date as to when they are

\scheduled to appear. If for some reason the witness is unable to appear, he may
file a written statement for the record of the hearing in lieu of a personal
appearance.
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Consolidated Tcstfmony.-Senator Long also stated that the Committee urges
all witnesses who have a common position or with the same general interest to
consolidate their testimony and designate a single spokesman to present their
common viewpoint orally to the Committee. This procedure will enable the Com-
mittee to receive a wider Expression of views than it might otherwise obtain. The
Chairman urged very strongly that all witnesses exert a maximum effort, taking
into account the limited advance notice, to consolidate and coordinate their
statements.

Legislative Reorganization Act.-Senator Long stated that the Legislative
S Reorganization Act of 1946, as amended, requires all witnesses appearing before

the Committees of Congress "to file in advance written statements of their pro-
posed testimony, and to limit their oral presentations to brief summaries of their
argument."

Witnesses scheduled to testify must comply with the following rules:
(1) A copy of the statement must be filed by the close of business the day be-

fore the day the witness is scheduled to testify.
(2) All witnesses must include with their written stateffient a summary of

the principal points Included in the statement.
(3) The written statements must be typed on letter-size paper (not legal sve)

and at least 75 copies must be submitted by the close of business the day before
the witness is scheduled to testify.

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

(5) Not more than ten minutes will be allowed for oral presentation.
Written Testimony.-The Chairman stated that the Committee would be pleased

to receive written testimony from those persons or organizations who wish to sub-
mit statements for the record. Statements submitted for inclusion in the record
should be typewritten, not more than 25 double-spaced pages in length, and
mailed with five (5) copies by Friday, September 10, 1876, to Michael Stern. Staff
Director, Committee on Finance, Room 2227, Dirksen Senate Office Building,
Washington, D.C. 20510.

[H.R. 10210, 94th Cong., 2d sess.i

AN ACT To require States to extend unemployment compensation coverage to certain
provinimly uncovered workers; to Increase the amount of wages subject to the Federal
unemployment tax ; to Increase the rate of such tax ; and for other purposes

Be it enacted by the Senate and Houwe of Representatives of the United States
of America in Congress assembled,

SECTION 1. SHORT TITLE

This Act may be cited as the "Unemployment Compensation Amendments of1976".
Trrr.iq I-ExTEsOrN OF COVERAGE PROVISIONrS

PART I-GENERAL PROVISIONS

See. 111. Coverage of certain agricultural employment
(a) NoCAsir REMUNERATo.v.-Section 3306(b) of the Internal Revenue Code

of 1954 (defining wages) is amended by striking out "or" at the end of para-
graph (9). by striking out the period at the end of paragraph (10) and inserting
in lieu thereof "; or", and by adding at the end thereof the following new para-
graph:

"(11) remuneration for agricultural labor paid in any medium other than
cash.".

(b) COVLMAOE Or AORTCULTURAL LAnoR.-Paragraph (1) of section .306(c) of
such Code (defining employment) is amended to read as follows:

"(1) agricultural labor (as defined in subsection (k)) unless-
"(A) such labor is performed for a person who-

"(i) during any calendar quarter in the calendar year or the
preceding calendar year paid remuneration it easb of $10.000 or
.more to Individuals employed in agricultural labor (not taking into
account labor performed before January 1, 1980, by an alien re-
ferred to in subparagraph (B)), or
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"(ii) on each of some 20 days during the calendar year or the

preceding calendar year, each day being in a different calendar
week, employed in agricultural labor (not taking into account
labor performed before January 1, 1980( by an alien referred to in
subparagraph (B)) for some portion of the day (whether or
not at the same moment of time) 4 or more individuals; and

"(B) such labor is not agricultural labor performed before January 1,
1980, by an individual who is an alien admitted to the United States to
perform agricultural labor pursuant to sections 214 (c) and 101 (a) (15)
(H) of the Immigration and Nationality Act;".

(c) EnmrrvE DAE.--The amendments made by this section shall apply with
respect to remuneration paid after December 31, 1977, for services performed
after such date.
See. liE. Treatment of certain farmworkers

(a) GE ERAL Rui.r.-Section 3306 of the Internal Revenue Code of 1954 (re-
lating to definitions) is amended by adding at the end thereof the following new
suNtection:

"(0) SPECIAL RuLE IN CASE OF CERTAIN AGRICULTUBAL WORKERS.-
"(1) CREW LEADERS WHO ARE REGISTERED OR PROVIDE SPECIALIZED AROICUL-

TUNAL LARO.-For purposes of this chapter, any individual who is a member
of a crew furnished by a crew leader to perform agricultural labor for any
other person shall be treated as an employee of such crew leader-

"(A) If-
"(i) such crew leader holds a valid certificate of registration

under the Farm Labor Contractor Registration Act of 1M3, or
"(i) substantially all the members of such crew operate or main-

tain tractors, mechanized harvesting or crop-dusting equipment, or
any other mechanized equipment, which is provided by such crew
leader; and

"(B) if such Individual is not an employee of such other person within
the meaning of subsection (1).

"(2) OTHER CREW IEADERs.-For purposes of this chapter, in the case of
any individual who Is furnished by a crew leader to perform agricultural
labor for any other person and who is not treated as an employee of such
crew leader under paragraph (1)-

"(A) such other person and not the crew leader shall be treated as the
employer of sich individual: and

"(B) such other person shall be treated as having paid cash remuner-
ation to such individual in an amount equal to the amount of cash
remuneration paid to such individual by the crew leader (either on hix
behalf or on behalf of such other person) for the agricultural labor per-
formed for such other person.

"(3) CREW LFADER.-For purposes of this subsection, the term 'crew
leader' means an individual who--

"(A) furnishes individuals to perform agricultural labor for any other
person,

"(B) pays (either on his behalf or on behalf of such other person) the
individuals so furnished by him for the agricultural labor performed
by them, and

"(C) has not entered into a written agreement with such other person
under which such individual is designated as an employee of such other
person.".

(b) Th'EmarE DA.-The amendment made by subsection (a) shall apply
with respect to remuneration paid after December 31, 1977, for services per-
formed after such date.
See. 11,,. Coverage of domestic service

(a) GENERAt, Rutrx.-Paragraph (2) of section X106(c) of the Internal Reve-
nue Code of 1954 definingn employment) is amended to read as follows:

"(2) domestic service' in a private home, local college club, or local chapter
of a college fraternity or sorority unless performed for a person who paid
cash remuneration of MA00 or more to individuals employed in such domestic
service in any calendar quarter in the calendar year or the preceding calen-
dar year;".
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(b) ETrFr~cn' DATE.-The amendment made by subsection (a) shall apply

with respect to remuneration paid after December 31, 1977, for services per-
formed after such date.
Sec. 114. Definition of employer

(a) GENERAL RULz.-Subsection (a) of section 3306 of the Internal Revenue
,Code of 1954 (defining employer) is amended to read as follows:

"(a) EMPLoY..-For purposes of this chapter-
"-(1) IN oExEnAL.-The term 'employer' means, with respect to any calen-

dar year, any person who-
4 "(A) during any calendar quarter in the calendar year or the pre-

ceding calendar year paid wages of $1,500 or more, or
"(B) on each of some 20 days during the calendar year or during the

preceding calendar year, each day being in a different calendar week,
employed at least one individual in employment for some portion of the
day.

For purposes of this paragraph, there shall not be taken into account any
wages paid to, or employment of, an employee performing domestic services
referred to in paragraph (3).

"(2) AGRICULTURAL LA aoR-In the case of agricultural labor, the term
'employer' means, with respect to any calendar year, any person who-

"(A) during any calendar quarter in the calendar year or the preced-
ing calendar year paid wages of $10,000 or more for agricultural labor,
or

"(B) on each of some 20 days during the calendar year or during the
preceding calendar year, each day being in a different calendar week,
employed at least 4 Individuals in employment in agricultural labor for
some portion of the day.

"(3) DoMESTIC sE IcE.-Tn the case of domestic service in a private
home, local college club, or local chapter of a college fraternity or sorority,
the term 'employer' means, with respect to any calendar year, any person who
during any calendar quarter in the calendar year or the preceding calendar
year paid wages in cash of $600 or more for such service.

"(4) SPECIAL nULE.-A person treated as an employer under paragraph
(3) shall not be treated as an employer with respect to wages paid for any
service other than domestic service referred to in paragraph (3) unless such
person Is treated as an employer under paragraph (1) or (2) with respect
to such other service."

(b) TECHNICAL AMENDMENT.-Subsection (a) of section 6157 of such Code
(relating to payment of Federal unemployment tax on quarterly or other time
period basis) is amended to read as follows:

"(a) GENMIAL RULE.-Every person who for the calendar year is an employer
.(as defined in section 3306 (a)) shall-

"(1) if the person is such an employer for the preceding calendar year
(determined by only taking into account wages paid and employment during
such preceding calendar year), compute the tax imposed by section 3301

* for each of the first 3 calendar quarters In the calendar year on wages paid
for services with respect to which the person is such an employer for such
preceding calendar year (as so determined), and

"(2) if the person is not such an employer for the preceding calendar year
with respect to any services (as so determined), compute the tax imposed
by section 3301 on wages paid for services with respect to which the person 4
is not such an employer for the preceding calendar year (as so determined)-

"(A) for the period beginning with the first day of the calendar year
and ending with the last day of the calendar quarter (excluding tho
last calendar quarter) In which such person becomes such an employer
with respect to such services, and

"(B) for the third calendar quarter of such year, if the period spec-
ified in subparagraph (A) includes only the first two calendar quarters
of the calendar year.

The tax for any calendar quarter or other period shall be computed as pro.
vided in subsection (b) and the tax as so computed shall, except as other-
wise provided in subsections (c) and (d), he paid in such manner and at
such time as may be provided in regulations prescribed by the Secretary
or his delegate."

(c) EFrECTIV DATE.-The amendments made by this section shall apply with
respect to remuneration paid after December 31, 1977, for services performed
after such date.
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Sec. 115. Coverage of certain service performed for nonprofit organization and
for State and local governments

(a) GENw.,L RuL.-Subparagraph (B) of section 3809(a) (1) of the Internal
Revenue Code of 1954 (relating to State law requirements) is amended to read
as follows:

"(B) service excluded from the term 'employment' solely by reason of
paragraph (7) of section 3306(c) ; and".

(b) EXCLUSION Or CERTAIN GOVERNMENT EMPLOYEES.-
(1) CERTAIN EMPwYE5.-Paragraph (3) of section 3309(b) of such Code

(relating to certain services to which section 3309 does not apply) is amnd-
ed to read as follows:

"(3) in the employ of a governmental entity referred to in paragraph (7)
of section 3300(c), if such service is performed by an individual in the
exercise of his duties as-

(A) an elected official, or an appointed official, if such appointed
official serves for a specific term established by law or is not required
to perform services on a substantially full-time basis;

"(B) a member of a legislative body, or a member of the Judiciary, of
a State or political subdivision thereof;

"(C) a member of the State National Guard or Air National Guard; or
"(D) an employee serving on a temporary basis in case of fire, storm,

snow, earthquake, flood, or other similar emergency ;".
(2) INMATEs.-Paragraph (0) of such section 3309(b) is amended to read

as follows:
"(6) by an inmate of a custodial or penal institution.".

(c) TEcHNIcAL ADJUSTMENTS.-
(1) Paragraph (6) (A) of section 3304(a) of such Code is amended-

(A) by striking out "institution of higher education" and inserting
in lieu thereof "educational institution";

(B) by striking out "institution or institutions of higher education"
and inserting In lieu thereof "educational institution or institutions";

(C) by striking out "except that," and inserting in lieu thereof "ex-
cept that (i)"; and

(D) by Inserting before ", and" at the end thereof the following:
", and (ii) with respect to service in any other capacity for an educa-
tional institution (other than an institution of higher education) to
which section 3309(a) (1) applies, compensation payable on the basis
of such service may be denied to any individual for any week which
begins before January 1, 1980, and which commences during a period
between 2 successive academic terms or similar periods if such individual
performs such service in the first of such academic terms (or similar
periods) and there is a reasonable assurance that such individual will
perform such service in the second of such academic terms (or similar
periods) ".

(2) Subsection (d) of section 3309 of such Code is hereby repealed.
(3) The section heading of section 3309 of such Code Is amended to read

as follows:
"Scc. 3309. State law coverage of services performed for nonprofit organizations

or governmental entities."
(4) The table of sections for chapter 23 of such Code is amended by strik-

Ing out the item relating to section 3309 and inserting in lieu thereof the
following:

"See. 3309. State law coverage of services performed for nonprofit or-
gani2ation, or governmental entities.".

(5) Section 3304 of auch Code Is amended by adding at the end thereof
the following new subseotion:

- "(f) DEFINITION OF INSTITUTION OF HIGHER EDUCATIO.--For purposes of sub-
section (a) (6), the term 'instItution of higher education' means an educational
institution in any State which--

"(1) admits as regular students only individuals having a certificate of
graduation from a high school, or the recognized equivalent of such a
certificate;

"(2) is legally authorized within such State to provide a program of edu-
cation beyond high school;
." (8) provides an educational program for which it awards a bachelor's
or higher degree, or provides a program which is acceptable for full credit
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toward such a degree, or offers a program of training to prepare students for
gainful employment in a recognized occupation; and

"(4) is a public or other nonprofit institution."
(d) ErrrxrvE DAT.-The amendments made by this section shall apply with

respect to certifications of States for 1978 and subsequent years, but only with
respect to services performed after December 31, 1977.
Seo. 116. RxtenReon of Federal uncinploymcnt compensation law to the Virgin

Islands
(a) AMENDMENT OF TTIE SOCIAL SECURITY AcT.-Paragraph (1) of secti n 1101

(a) of the Social Security Act is amended by inserting after the first sentence
the following new sentence: "Such term when used in titles III, IX, and XII also
includes the Virgin Islands.".

(b) AMENDMENTS OF THE INTERNAT, REVEN U1E COME OF 1954.-
(1) Section 3306(c) of the Internal Revenue Code of 1954 (defining em-

ployment) is amended by striking out "or in the Virgin Islands" in the por-
tion of such section which precedes paragraph (1) thereof.

(2) Section 3306(J) of such Code Is amended to read as follows:
"(J) STATE, UNITED STATES, AND AMERICAN EMPLOYE.-For purposes of this

chapter--
"(1) STATF.-The term 'State' includes the District of Columbia, the

Commonwealth of Puerto Rico, and the Virgin Islands.
"(2) UNr'rn STATES.-The term 'United States' when used in a geographi-

cal sense includes the States, the District of Columbia, the Commonwealth
of Puerto Rico, and the Virgin Islands.

"(3) AMERICAN EMPLOYER.-The term 'American employer' means a person
who is-

"(A) an individual who is a resident of the United States,
"(B) a partnership, if two-thirds or more of the partners are residents

of the United States,
"(C) a trust, if all of the trustees are residents of the United States, or
"(D) a corporation organized under the laws of the United States or

of any State.
An Individual who Is a citizen of the Commonwealth of Puerto Rico or the Virgin
Islands (but not otherwise a citizen of the United States) shall be considered, for
purposes of this section, as a citizen of the United States.".

(C) AMENDMENT RELATINo TO THE FEDERAL EMPLOYMENT SERvcz.-Section
5(b) of the Act entitled "An Act to provide for the establishment of a national
employment system and for cooperation with the States for the promotion of
such system, and for other purposes", approved June 6, 1933 (29 U.S.C. 49d (b)),
is amended by striking out "Guam and the Virgin Islands" and inserting In lieu
thereof "Guam".

(d) AMENDMENTS RELATING TO EXTENDED AND EMERGENCY BENEFITS.-
(1) Section 202(a) (1) of the Federal-State Extended Unemployment

Compensation Act of 1970 is amended by striking out "the Virgin Islands
or".

(2) Paragraph (8) of section 205 of the Federal-State Extended Unemploy-
ment Compensation Act of 1970 is amended to read as follows:

"(8) The term 'State' includes the District of Columbia, the Commonwealth
of Puerto Rico, and the Virgin Islands.".

(3) Section 102(b) (1) (0) of the Emergency Unemployment Compensa-
tion Act of 1974 is amended by striking out "the Virgin Islands or".

(e) AMENDMENTS RELATIWG TO FEDERAL UNEMPLOYMENT COMPENSATION.-
(1) Paragraph (6) of section 8501 of title 5, United States Code, is amended

to read as follows:
"(6) 'State' means the several States. the District of Columbia, the Com-

monwealth of Puerto Rico, and the Virgin Islands: and".
(2) Section 8503 of title 5. United States Code is amended-

(A) by striking out subsections (b) and (d) ,
(B) by redesignating subsection (c) as subsection (b) :and
(C) by striking out "subsection (a) or (b)" In subsection (b) (as so

redesignated) and inserting in lieu thereof "subsection (a) ".
(3) Section 8504 of title 5, United States Code. Is amended-

(A) by adding "and" at the end of paragraph (1) :
(B) by striking out ": and" at the end of paragraph (2) and inserting

in lieu thereof a period; and
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(C) by striking out paragraph (3).
(4) Paragraph (8) of section 8521 of title 5 United States Code, is amended

to read as follows:
"(3) 'State' means the several States, the District of Columbia, the Com-

monwealth of Puerto Rico, and the Virgin Islands.
(5) Section 8522 of title 5, United States Code, is amended by striking out

"or to the Virgin Islands, as the case may be,".
(f) EMNOtIvE DATES.-

(1) SunszaTcoNs (a), (a), and (d).-The amendments made by subsec-
tions (a), (c), and (d) shall take effect on the later of October 1, 1976, or the
day after the day on which the Secretary of Labor approves under section
3304(a) of the Internal Revenue Code of 1964 an unemployment compensa-
tion law submitted to him by the Virgin Islands for approval.

(2) SUssEoTiON (b).-The amendments made by subsection (b) shall
apply with respect to remuneration paid after December 31 of the year in
which the Secretary of Labor approves for the irst time an unemployment
compensation law submitted to him by the Virgin Islands for approval, for
services performed after such December 31.

(3) SussoTioN (eL-The amendments made by subsection (e) shall
apply with respect to benefit years beginning on or after the later of October 1,
1976, or the first day of the first week for which compensation becomes payable
under an unemployment compensation law of the Virgin Islands which Is
approved by the Secretary of Labor under section 8304 (a) of the Internal
Revenue Code of 1954.

(g) TRANSFER OF FUNDs.-The Secretary of Labor shall not approve an
unemployment compensation law of the Virgin Islands under section 3804 (a) of
the Internal Revenue Code of 1954 until the Governor of the Virgin Islands has
approved the transfer to the Federal Unemployment Trust Fund established by
section 904 of the Social Security Act of an amount equal to the dollar balance
credited to the unemployment subfund of the Virgin Islands established under
section 310 of title 24 of the Virgin Islands Code.

PART 11-TANSTIONAL PROVISIONS

Sec. 121. Federal reimbursement for benefits paid to newly covered workers
during transition period -

(a) GENERAL RULE.-If any State, the unemployment compensation law of
which is approved by the Secretary under section 3304(a) of the Internal Rev-
enue Code of 1954, provides for the payment of compensation for any week of
unemployment beginning on or after January 1, 1978, on the basis of previously
uncovered services, the Secretary shall pay to the unemployment fund of such
State an amount equal to the Federal reimbursement for any compensation
paid for a week of unemployment beginning on or after January 1, 1978, to any
individual whose base period wages include wages for previously uncovered
services.

(b) PREVIOUSLY UNOOVERED SERVicEs.-For purposes of this section, the term
"previously uncovered services" means, with respect to any State, services-

(1) which were not covered by the State unemployment compensation law,
at any time, during the 1-year period ending December 31, 1975; and

(2) which-
(A) are agricultural labor (as defined in section 3306(k) of the In-

ternal Revenue Code of 1954) or domestic services referred to in section
3306(c) (2) of such Code (as in effect on the day before the date of
the enactment of this Act) and are treated as employment (as defined
in section 3306(c) of such Code) by reason of the amendments made
by this Act, or -

(B) are services to which section 8300(a) (1) of such Code applies
by reason of the amendments made by this Act.

(C) FEDERAL REIMBURSEMENT.-
(1) IN oENERAL.-For purposes of this section, the Federal reimburse-

ment for compensation paid to any Individual for any week of unemploy-
ment shall be an amount which bears the same ratio to the amount of such
compensation as the amount of the individual's base period wages which are
attributable to previously uncovered services which are reimbursable bears
to the total amount of the individual's base period wages.
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(2) REIMXR5ADI.E gnvicz.-For purposes of determining the amount of
the Federal reimbursement for compensation paid to any individual for any
week of uneraployment, previously uncovered services shall be treated as
being reimbursable-

(A) I i such services were performed-
(1) before July 1, 1978, in the ease of a week of unemployment

bo.ginning before July 1, 1978; or
(ii) before January 1, 1978, In the case of a week of unemploy-

ment beginning after July 1, 1978; and
(B) if assistance under title II of the Emergency Jobs and Unemploy-

ment Assistance Act of 1974 was not paid to such individual on the
basis of such services.

(3) DEqIAL OF PAYTMZ.-NO payment may he made under subsection
(a) to any State in respect of any compensation for which the State is en-
titled to any reimbursement under the provisions of any Federal law other
thau this Act or the Federal-State Extended Unemployment Compensation
Act of 1970.

(d) ExPEr.Fncx RATINO OF CERTAIN EuPAoYIs.-The unemployment com-
pensation law of any State may without being deemed to violate the standards
set forth in section 3303(a) of the Internal Revenue Code of 1954 provide that
the experience-rating account of any emjiloyer shall not be charged for the com-
pensation paid to any Individual whose base period wages includes wages for
previously uncovered services which are reimbursable under subsection (c) (2)
to the extent that such individual would not have been eligible to receive such
compensation had the State law not provided for the payment of compensation
on the basis of such previously uncovered services.

(e) CERTAIN NONPROFIT EmPLoYnEs.-The unemployment compensation law
of any State may provide that any organization which elects to make payments
(in lieu of contributions) into the State unemployment compensation fund a.,
provided in section 8309(a) (2) of the Internal Revenue Code of 1954 shall not
be liable to make such payments with respect to the compensation paid to any
individual whose base period wages includes wages for previously uncovered
services which are reimbursable under subsection (c) (2) to the extent thjt
such individual would not have been eligible to receive such compensation had
the State not provided for the payment of compensation on the basis of such
previously uncovered services.

(f) PATMENTS MINADE MoN'THLY.-Paymcnts under subsection (a) shnll be
made monthly. prior to audit or settlement bv the General Accounting Office.
on the basis of estimates by the Secretary of the amount payable to such State
for such month, reduced or increased, as the case may be. by any amount by
which the Secretary finds thpt his estimates for any prior month were greater
or less than the amount which should have ben naid to such State. Such eqti-
mates may be made on the basis of such statistical, sampling, or other methods
aq may be agreed upon by the Seeretnry and the State.

(g) Dmr. iTONs.-For purposes of thi. section-
(1) STATE.-The term "State" includes the Thiqtrict of Columbia, the

Commonwealth of Puerto Rico, and the Virgin Islands.
(2) SFCRFrAni"--The term "Secretary" means the Secretary of Labor.
(3) BENEFIT TE.A-The term "benefit year" means the benefit year as de'-

fined in the applicable State unemployment compensation law.
(4) BARE PERIOD.-The term "base period" Menns the base period as de-

fined by the applicable State unemployment compensation law for the
benefit year.

(5) UNEMPLOYMENT FruNq.-The term "unemployment fund" has the mean-
ing given to such term by section 3306(f) of the Internal Revenue Code of
1954.

(h) AUTHORIZATION or APPROPTAT o Ns.-There are authorized to be appro-
priated from the general fund of the Treasury such sums as may be necessary
to carry out the purposes of this section.

See. 122. Transftionl rules in ease of nonproflt organization"
(a) CREDIT FOR PRIOR CoNTrnnTrrONS.-Seetlon 30Il of the Internal Revente

Code of 19514 (relating to conditions of additional credit allowance) is amended
bynddine at the end thereof the following new subsection:

"(9) TRANITTIONAL Rutr FOR TTNEMPLOYMENT CoMPENSATIOx AMLNDMENT8 OF
1976.-To facilitate the orderly transition to coverage of service to which see-
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tion 3309(a) (1) (A) applies by reason of the enactment of the Unemployment
Compensation Amendments of 1970, a State law may provide that an organiz-
tion (or group of organizations) which elects, when such election first becomes
available under the State law with respect to such service, to make payments
(in lieu of contributions) into the State unemployment fund as provided in sec-
tion 3309(a) (2), and which had paid contributions into such fund under the
State law with respect to such service performed in its employ before the date
of the enactment of this subsection, Is not required to make any such payment
tin lieu of contributions) on account of compensation paid after its election as
heretofore described which is attributable under the State law to such service
performed in its employ, until the total of such compensation equals the
amount-

"(1) by which the contributions paid by such organization (or group)
on the basis of wages for such service with respect to a period before the
election provided by section 309 (a) (2), exceed

"(2) the unemployment compensation for the same period which was
charged to the experience-rating account of such organization (or group)
or paid twider the State law on the basis of such service performed in its
employ or wages paid for such service, whichever is appropriate.".

(b) 'IHNICAL AmxNDMNT.-Section 3303(f) of such Code (relating to tran-
sition to coverage of certain services) is amended by striking out "which elects,
when such election first becomes available uider the State law," and inserting
in lieu thereof "which elects before April 1, 1972.".

(c) h'vEcirvE DATEs.-The amendment made by subsection (a) shall take
effect on the date of the enactment of this Act. The aniendment made by sub-
section (b) shall take effect on January 1, 1970.

TITLE II-FINANCLG PROVISIONS

Sec. 211. Increae in Federal unemployment tax wage base and rate
(a) INCRESs I WAGE BAsL-Paragraph (1) of section 3300(b) of the In-

ternal ltevenue Code of 1954 (defining wages) is amended by striking out
"$4,200" and place It appears and inberting in lieu thereof "$6,(0'.

(b) INcREASE ix TAx RAT-Section 3301 of such Code (relating to rate of
Federal unemployment tax) is amended to read as follows:
"See. 3301. Rate of tax

"There is hereby imposed on every employer (as defined in section 3306(a))
for each calendar year an excise tax, with respect to having individuals in his
employ, equal to-

"(1) 3.4 percent, n the case of a calendar year beginning before the earlier
of-

"(A) the calendar year 1983, or
"(Bk. the first calendar year after 1976, as of January 1 of which

there is not a balance of repayable advances made to the extended un-
employment compensation account (established by section 905(a) of
the Social Security Act) ; or

"(2) 3.2 percent, in the case of the earlier of the calendar years referred
to in subparagraphs (A) and (B) of paragraph (1) and each calendar year
thereafter;

of the total wages (as defined in section 3306(b)) paid by him during the calen-
dar year with respect to employment (as defined in section 3306(c)).".

(c) TECHNICAL AMENDMENTS.-
(1) Subparagraph (C) of section 901(c) (3) of the Social Security Act is

amended to read as follows:
"(C) Each estimate of net receipts under this paragraph shall be based upon

(i) a tax rate of 0.5 percent in the case of any calendar year for which the
rate of tax under section 3301 of the Federal Unemployment Tax Act is 3.2 per-
cent, and (i) a tax rate of 0.7 percent in the case of any calendar year for
which the rate of tax under such section 3301 is 3.4 percent.".

(2) The last sentence of section 905(b) (1) of such Act Is amended to read
as follows: "In the case of any month after March 1977 and before April of
the first calendar year to which paragraph (2) of section 3301 of the Fed-
eral Unemployment Tax Act applies, the first sentence of this paragraph
shall be applied by substituting 'five-fourteenths' for 'one-tenth'.".

(3) The last sentence of section 6157(b) of the Internal Revenue Code of
1954 is amended to read as follows: "In the case of wages paid in any calen-
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dar quarter or other period (luring a calendar year to which paragraph (1)
of section 3301 applies, the amount of such wages shall be multiplied by
0.7 percent in lieu of 0.5 percent.".

(d) EFFEcTIVE DATES.-
(1) SUBSECTION (a).-The amendment made by subsection (a) shall apply

to remuneration paid after December 31, 1977.
(2) SUBSECTION (b).-The amendment made by subsection (b) shall apply

to remuneration paid after December 31, 1970.
(3) Suasrc'rxo (c).-The amendments made by subsection (c) shall take

effect on the date of the enactment of this Act.
Sec. 212. Financing coverage of State and local government employce,

(a) DENIAL OF REIMBURSEMENT FOR CERTAIN ADMINISTRATIVE EXPENSES.-SOc-
tits 302 (a) of the Social Security Act is amended to read as follows:

"Sue. 302. (a) The Secretary of Labor shall from time to time certify to the
Secretary of the Treasury for payment to each State which has an unemploy-
nrent compensation law approved by the Secretary of Labor under the Federal
Unemployment Tax Act such amounts as the Secretary of Labor determines to
b necessary for the proper and efficient administration of such law (luring the
fiscal year for which such payment is to be made. The amounts certified by the
Secretary of Labor under the preceding sentence for payment to any State shall
rot include amounts which are attributable to the administration of the State
law with respect to services to which section 3306(c) (7) of the Federal Unem-
ployment Tax Act applies. The Secretary of Labor's determination shall be based
on (1) the population of the State; (2) an estimate of the number of persons
covered by the State law and of the cost of proper and efficient administration
of such law; and (3) such other factors as the Secretary of Labor finds relevant.
The Secretary of Labor shall not certify for payment under this section in any
fiscal year a total amount in excess of the amount appropriated therefor for such
fiscal year.".

(b) DENIAL OF CERTAIN PAYMENTS UNDER THE EXTENDED UNEMPLOYMENT CoM-
PENSATION PROGAM.-Subsection (a) of section 204 of the Federal-State Ex-
tended Unemployment Compensation Act of 1970 is amended by adding at the
end thereof the following new paragraph:

"(4) The amount which, but for this paragraph, would be payable under
this subsection to any State in respect of any compensation paid to an
individual whose base period wages include wages for services to which sec-
tion 3.306(c) (7) of the Internal Revenue Code applies shall be reduced by
an amount whichbears the same ratio to the amount which, but for this
paragraph, would be payable under this subsection to such State in respect
of such compensation as the amount of the base period wages attributable to
such services bears to the total amount of the base period wages.".

(c) EFFECTIVE DATES.- ,--
(1) SUnSFCTION (a).-The amendment made by subsection (a) shall apply

to amounts certified under section 302(a) of the Social Security Act for cal-
endar quarters beginning on or after January 1, 1979.

(2) SuiisECTxoN (b).-The amendment made by subsection (b) shall apply
with respect to compensation paid for weeks of unemployment beginning on
or after January 1, 1979.

Sec. 213. Adranee8 to State unemployment futnd,s
(a) ADVANcES To BE MADE FOR 3-MONTH PERODs.-Paragraph (1) of section

1201 (a) of the Social Security Act is amended-
(1) by striking out "any n'onth" and inserting in lieu thereof "any 3-month

period";
(2) by striking out "the preccding month" and inserting in liezi thereof

"the month preceding the first month of such 3-month period"; and
(3) by striking out "such month" and inserting in lieu thereof "such 3-

month period".
(b) APPI.cATON.-Paragraphs (2) and (3) of such section 1201(a) are each

amended by striking out "month" each place it appears and inserting in lieu
thereof "3-month period".

(C) EFFECTiv DATE.-The amendments made by this section shall take effect
on the date of the enactment of this Act.



11

See. 21.J. Proration of costs of claims filed jointly under State late and Section
8505 of title 5, United States Code

(a) GENFRAL RUL.-Section 8505(a) of title 5, Ulted States Code, is amended
to iead-as follows:

"(a) Each State is entitled to be paid by the United States with respect to each
Individual whose base period wages included Federal wages an amount which
shall bear the same ratio to the total amount of compensation paid ot such individ-
ual as the amount of his Federal wages in his base period bears to the total
amount of his base period wages."

(b) TkhxiNICAL AMENDMENT.-Section 8501 of title 5, United States Code. is
amended by striking out "and" at the end of paragraph (6), by striking out the
period at the end of paragraph (7) and inserting in lieu thereof "; and", and
by adding at the end thereof the following new paragraph:

"(8) 'base period' means the hose Feriod as defined by the applicable State
unemployment compensation law for the benefit year."

(C) EFFECTIVE DATE.-The amendments made by this section shall apply with
regard to compensation paid on the basis of claims for compensation filed on or
after July 1, 1977.
See. 215. Federal reimbursement for unemployment benefits paid on basis of cer-

tain public service employment
(a) GENERAL Rui.-Chapter 85 of title 5. United States Code, is amended by

adding at the end thereof the following new subchapter:

"SUBCHIAPTER I1-CERTAIN PUBLIC SERVICE EMPLOYEES

"§ 8531. Definitions.
"For purposes of this subchaptr-

"(1) 'State' means the several States, the District of Columbia, the Com-
monwealth of Puerto Rico, and the Virgin Islands.

"(2) 'compensation' has the meaning given to such term by section 8501 (4)
of this title;
* "(3) 'qualified public service job' means any public service job funded with
assistance provided under the Comprehensive Employment and Training Act
of 197L

"(4) 'ptulbic services wages' means all pay and allowances, in cash and in
kind, for services performed in a qualified public service jot); and

"(5) 'base period' has the meaning given to such term by section 8501 (8) of
this title.

"§ 8532. Payments to States.
"(a) Each State is entitled to be paid by the United States with respect to

each individual whose base period wages included public service wages an
amount which shall bear the same ratio to the total amount of compensation
paid to such individual as the amount of his public service wages in his base
period bears to the total amount of his base period wages.

"(h) Each "State shall be paid the amount to which it is entitled under sub-
section (a) in the manner prescribed by subsections (b) and (c) of section
8505 of this title.

"(c) Money paid a State under this subchapter may be used solely for the
purposes for which it is paid. Money so paid which is not used for these pur-
poses shall be returned, at the time specified by the Secretary of Labor. to the
Treasury offtm United States and credited to current applicable appropriations,
funds, or accounts from which payments to States under this subchapter may
be illade."

(b) CLE-RICAL A.fENPMFNT.-Te chapter analysis of chapter 85 of title 5,
United States Code, is amended by adding at the end thereof the following new
subchapter analysis:

"Subchapter Ill-Certaln Public Service Employees

"8531. Definitions.
"8532. Payments to States.".

(C) EFFECTIVE DAT.-The amendments made by this section shall apply to
compensation paid for weeks of unemployment ending after September 30, 1976.

78-153-76-2
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TITLE III-BENEFIT PROVISIONS

Seo. 311. Amendments to the trigger provisions of the extended program
(a) NATIONAL "ON" AND "OFF" TINDICATORS.-Subsection (d) of' section 20.

of the Federal-State Extended Unemployment Compensation Act of 1970 is
amended to read as follows:

"(d) For purposes of this section-
"(1) There Is a national 'on' Indicator for a week if. for the period con-

sisting of such week and the immediately preceding twelve weeks, the date
of Insured unemployment (seasonally adjusted) for all States equaled or
exceeded 4.5 per centum (determined by reference to the average monthly
covered employment for the first four of the most recent six calendar quar-
ters ending before the close of such period).

"(2) There is a national 'off' Indicator for a week if, for the period con-
sisting of such week and the immediately preceding twelve weeks, the rate
of insured unemrloyed (seasonally adjusted) for all States was less
than 4.5 per centum (determined by reference to the average monthly
covered emnlovment for the first four of the most recent six calendar quar-
ters ending before the eloqe of such period).".

(h) STATE "Ol" AND "OFW' INDICATOS.-Subsection (e) of section 203 of-
such Act is Amended to read as follows:

"(e) For purposes of this section-
"(1) There is a 'State 'on' indicator for a week if the rate of Insured unem-

plovment (seasonally adjusted) under the State law for the period con-
sisting of such week and the immediately preceding twelve weeks equaled
or exceeded 4 per centum.

"(2) There is a State 'off' indicator for a week If, for the period con-
sisting of such week and the immediately preceding twelve weeks, para-
graph (1) was not satisfied.

For purposes of this subsection. the rate of insured unemployment for any
thirteen-week period shall be determined bv reference to the areraze monthly
covered employment under the State law for the first four of the most recent
six calendar quarters ending before the close of such period.".

(e) EFFECTIVE DAT.-The amendments made by this section shall apply to
weeks beginning after December 31, 1976.
See. WI1. Pregnancy disqualiflcations

(a) GENERAL. RULE.-Paragraph (12) of section 304(a) of the Tnternal fWv-
ane Code of 1954 (relating to requirements for approval of State unemployment
compensation laws) is amended to read as follows:

"(12) no person shall be denied compensation under such State law solely
on the basis of pregnancy or termination of pregnancy;".

(b) TECHNICAL AMENDENT.-Subsection (c) of section 304 of such C(o
(relating to certification of State unemployment compensation laws) Is amended
by adding at the end thereof the following new sentence: "On October 31 of
any taxable year after 1977. the Secretary shall not certify any State whfich.
after reasonable notice and opportunity for a hearing to the State agency, the
Secretary of Labor finds has failed to amend its law so that it contains each
of the provisions reonired by reason of the enactment of the Unemployment
(4ompensatlon Amendments of 1.976 to he included therein, or has with reenect
to the 12-month period ending on such October 31, failed to comply substantially
with any such provision.".

(c EFFcTTvr DATE.-The amendments made by this section shall apply with
respect to certifications of States for 1978 and subsequent years.
Pee. . .1. Repeat of fnaltp provi son

(a) 0-r-,,n T,PrTt-t P--ction .06(a) of title 5. T'nited States Code, is amended
by striklng out the fifth sentence.

(h) E-vrc~yvr DAr.-The amendment made by subsection (a) shall apply
with respect to findings made after the date of the enactment of this Act.
Pr'. 31.-.Denial of unemployment compensation to athletes and illegal aliens

(a) (FThNRAT. Rrt..-Subsection (a) of section X304 of the Internal Revenue-
Code of 1954 (relating to requirements for approval of State unemployment comz-
pensqtinn laws) Is amended by redesignating paragraph (13) as paragraph (115)
and by inserting after paragraph (12) the following new paragraphs:
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"(13) compensation shall not be payable to any individual on the basis of
any services, substantially all of which consist of participating in sports or
athletic events or training or preparing to so participate, for any week which
commences during the period between two successive sport seasons (or similar
periods) if such individual performed such services in the first of such seasons
(or similar periods) and there is a reasonable assurance that such individual
will perform such services in the later of such seasons (or similar periods) ;

"(14) compensation shall not be payable on the basis of services performed by
an alien who was not lawfully admitted to the United States;"

(b) EFFECTIVE DATE-The amendment made by subsection (a) shall apply
with respect to certifications of States for 1978 and subsequent years.

TITLE IV-NATIONAL COMMISSION ON UNEMPLOYMENT COMPENSATION

Sev. .i1. National Commission on Unemployment Compensation
(a) ESTABLISHMENT OF CoMmisSIoN.-There is established a National Com-

mission on Unemployment Compensation (hereinafter In this section referred
to as the "Commission") which shall consist of thirteen members who shall be
appointed as follows:

(1) Three members appointed by the President pro tempore of the Senate.
(2) Three members appointed by the Speaker of the House of

Representatives.
(3) Seven members appointed by the President.

In making appointments under the preceding sentence, the President pro tempore
of the Senate, the Speaker of the House of Representatives, and the President
shall consult with each other to insure that there will be a balanced representa-
tion of interested parties on the Commission. The President shall designate one
(of the members to serve as Chairman of the Commission. Seven members shall
constitute a quorum. Any vacancies in the Commission shall not affect its powers,
but shall be filled in the same manner in which the original appointment was
made.

(b) DuTIE OF THE COMMIssxoN.-The Commission shall study and evaluate
the present unemployment compensation programs in order to assess the long-
range needs of the programs, to develop alternatives, and to recommend changes
in the programs. Such study and evaluation shall include, without being
limited to--

(1) examination of the adequacy, and economic and administrative im-
pacts, of the changes made by this Act in coverage, benefit provisions, and
financing;

(2) identification of appropriate purposes, objectives, and future directions
for unemployment compensation programs; including railroad unemploy-
ment insurance;

(3) examination of issues and alternatives concerning the relationship
of unemployment compensation to the economy, with special attention to
long-range funling requirements and desirable methods of program financing;

(4) examination of eligibility requirements, disqualification provisions,
and factors to consider in determining appropriate benefit amounts and
duration;

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

(6) examination of the relationship between unemployment compensa-
tion programs and manpower training and employment programs;

(7) examination of the appropriate role of unemployment compensation
in income maintenance and its relationship to other social insurance and
income maintenance programs;

(8) conduct of such surveys, hearings, research, and other activities as it
deems necessary to enable It to formulate appropriate recommendations, and
to obtain relevant information, attitudes, opinions, and recommendations
from individuals and organizations representing employers, employees, and
the general public;

(9) review of the present method of collecting and analyzing present and
prospective national and local employment and unemployment Information
and statistics;

(10) identification of any weaknesses in such method and any problem
which results from the operation of such method; and
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(11) firl'ullation of any necessary or appropriat e new techniques for the
collection and analysis of such information and statistics.

(C) POWERS OF '7IE COMMISSION.-
(1) 11I ARi-s.--The Commission, or, on the authorization of the Com-

mission, any subcommittee or members thereof, may, for the purpose of
carrying out the provisions of this section, hold such hearing, take such
testimony, receive such evidence, take such oaths and sit and act at such
times and places as the Commission may deem appropriate and may ad-
minister oaths or affirmations to witnesses appearing before the Commission
or any subcommittee or members thereof.

(2) STAFF.-Subject to such rules and regulations as may be adopted by
the Commission, the Chairman shall have the power to-

(A) appoint and fix the compensation of an executive director, and
such additional personnel as he deems advisable, without regard to the
provisions of title 5, United States Code, governing appointments in the
competitive service, and without regard to the provisions of chapter 51
and subchapter III of chapter 53 of such title relating to classification
and General Schedule pay rates, except that the executive director may
not receive pay in excess of the maximum annual rate of basic pay in
effect for grade GS-18 of the General Schedule under section 5332 of such
title and any additional personnel may not receive pay in excess of the
maximum annual rate of basic pay in effect for grade GS-15 of such
General Schedule, and

(B) obtain temporary and intermittent services of experts and con-
sultants in accordance with the provisions of section 3109 of title 5,
United States Code.

(3) CONTRAC'rS.-The Commission is authorized to negotiate and enter
Into contracts with organizations, institutions, and individuals to carry out
such studies, surveys, or research and prepare such reports as the Commis-
sion determines are necessary in order to carry out its duties.

(d) COOPERATION OF OTHER FEDERAL AoENCIE.-
(1) INFORMATIoN.-Each department, agency, and instrumentality of the

Federal Government Is authorized and directed to furnish to the Commission.
upon request made by the Chairman, and to the extent permitted by law,
such data, reports, and other information as the Commission deems necessary
to carry out its functions under this section.

(2) SERVIcEs.-The head of each department or agency of the Federal
Government is authorized to provide to the Commission such services as the
Commission requests on such basis, reimbursable and otherwise, as may be
agreed between the department or agency and the Chairman of the Commis-
sion. All such requests shall be made by the Chairman of the Commission.

(3) DEPARTMENT OF LAnoR.-The Department of Labor shall provide sup-
port for the Commission and shall perform such other functions with respect
to the Commission as may be required by the provisions of the Federal Ad-
visory Committee Act.

(e) PAY AND TRAVEL EXPENSES.-
(1) MEMBERS SERVE WITrOUT PAY.-Except as provided in paragraph (2),

members of the Commission shall serve without pay.
(2) TRAVEL ExPENS3Es.-While away from their homes or regular places of

business in the performance of services for the Commission, members of the
Commission shall be allowed travel expenses, including per diem in lieu of
subsistence, in the same manner as persons employed intermittently in the
Government service are allowed expenses under section 5703(b) of title 5
of the nitled States Code.

(f) FINAL RPORT.-The Commission shall transmit to the President and the
Conpre.s not later than January 1, 1979. a final report containing a detailed state-
nIent of ihe findings and conclusions of the Commission, together with such rec-
o01mendations as it deems advisable.

(g) TERMIATIO.-On the ninetieth day after the date of submission of its
final report to the President, the Commission shall cease to exist.

(h) AUTHORIZATION OF APPROPRTATIoN.-There are hereby authorized to be
appropriated such sums as may be necessary to carry out the provisions of this
section. -

Passed the House of Representatives July 20,1976.
Attest : EDMUND I,. IIENSHAW, Jr..

Clerk.,
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Senator TALMADGE. Our first witness this morning will be the lion-
orable Michael -. Moskow, Under Secret ary of Labor.

We are delighted to have you with us, Mr. Secretary, and if you de-
sire to do so, you may insert your full statement in the record and sum-
inarize it.

STATEMENT OF MICHAEL MOSKOW, UNDER SECRETARY OF LABOR,
ACCOMPANIED BY WILLIAM H. KOLBERG, ASSISTANT SECRE-
TARY FOR EMPLOYMENT AND TRAINING; LAWRENCE E.
WEATHERFORD, JR., ADMINISTRATOR OF THE UNEMPLOYMENT
INSURANCE SERVICE; AND MURRAY RUBIN, CHIEF OF THE DI-
VISION OF PROGRAM POLICIES AND LEGISLATION OF THE UN-
EMPLOYMENT INSURANCE SERVICE

Mr. MosKow. Thank you, Mr. Chairman. My statement is very brief
and if it is acceptable to the chairman, I will just read through it very
quickly.

I appreciate the opportunity to appear here today to express the
support of the administration for H.R. 10210, the Unemployment Com-
pensation Amendments of 1976, and to explain why we strongly believe
that this legislation must be enacted during this session of Congress.
Before I begin my presentation I should like to introduce my asso-
ciates. They are: William H. Kolberg, Assistant Secretary for Em-
ployment and Training; Lawrence E. Weatherford, Jr., Administra-
tor of the Unemployment Insurance Service; and Murray Rubin, Chief
of the Division of Program Policies and Legislation of the Unemploy-
ment Insurance Service.

Our experience with the unemployment insurance program during
the recent recession has clearly demonstrated the absolute necessity for
certain basic improvements in the Nation's Federal-State unemploy-
ment insurance system. These changes are necessary during this session
of Congress and we appreciate the attention to this need by the
committee.

Mr. Chairman, prompt passage of H.R. 10210 would meet the need
for certain basic improvements in the unemployment compensation
system which should not be delayed. We urge that this committee com-
plete action on H.R. 10210 promptly in order to permit passage by the
Congress before the adjournment.

The unemployment insurance system has served this Nation well for
over 40 years. During the recent economic recession it provided the Na-
tion's first line of defense against the effect of high unemployment.
However, the system is in serious financial difficulty. In addition, there
are millions of American workers who should be covered under the
regular unemployment insurance system but are presently only tempo-
rarily protected tinder the special unemployment assistance program.

As we indicated previously when we appeared before this committee
last year, there are four areas in which basic improvements are needed
in the permanent unemployment insurance program. These include
coverage of additional workers, improved financing, benefit adequacy,
and a revised trigger mechanism for the extended benefits program.
We also recommend a National Study Commission to undertake in-
depth consideration of longer range needs.
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Since 1975 the administration and the Congress have worked long
and hard to develop a bill that addressed these issues. Those efforts
resulted in passage by the House of H.R. 10210 which is now before
this committee.

Mr. Chairman, the President is deeply-concerned with the present
financial status of the unemployment insurance program. In his July
22 message to Congress listing an agenda of legislation which needs to
be enacted, the President cited I.R. 10210's "urgently needed changes
to strengthen the financing of the system." Because of the high levels
of unemployment during the past 2 years. 21 States have depleted their
trust funds. To date, $3.1 billion of Federal funds have been loaned to
these States. As you know these funds must be renaid to the U.S.
Treasury. through employer contributions in those States. We expect
this deficit to increase to $3.9 billion by 1978.

At the same time the Federal extended unemployment compensation
account (ETCA) trust funds. which have been' in debt to general
revenue since the enactment of the extended benefit program in 1970,
are currently operating with a deficit of $7.3 billion. This level may,
under current law, reach $10.6 billion at the end of fiscal year 1978.

This is a very disturbing picture of financial instability for a pro-
gram that has had a long history (40 years) of financial soundness.
Prior to 1972 there had only been three instances in which State trust
funds proved inadequate to pay benefits. The recent delugeo of heavv
benefit costs has proven inadeouate the present financing provisions of
the Federal Unemployment Tax Act (FUTTA). The only available
alternative ot a tax increase is to continue to borrow billions of dollars
from Federal general revenues to operate the Federal-State unemploy-
ment insurance program.

H.R. 10210 provides for an increase in both the taxable wage base
and the FUTTA rate. The wage base increase would be to $6,000 and
could not be effective prior to January 1. 1978. because of the need for
States to pass implementing legislation. Effective January 1. 1977. thp
net tax rate would be increased temnorarilv from the present 0.5 per-
r cent to 0.7 percent. The rate would decline back to 0.5 percent when all
deficits are paid or in 1983 whichever comes first. Our best estimates
are that 1983 will come first.

Mr. Chairman, the 1-H.R. 10210 proposals represents a positive step
-toward easing the financial situation of the unemployment insurance
system. These provisions will increase the FITTA tax revenues by $300
million in fiscal year 1977. $700 million in fiscal year 1978. and $1.3
billion in fiscal year 1979. Unfortunately these increases are not ade.
quate to restore solvency to the system. We expect that with the pro-
posed changes the total Federal trust fiund deficit will be reduced to

-approximately $2 billion by the end of fiscal year 1983. before begin-
niin to climb again.

Therefore, we strongly support these H.R. 10210 proposals as an
interim step toward restorinir financial soundness to the unemployment
trust fund. We also believe that the proposed National Study Commis-
sion must accord a high priority to considering adequate long-term
funding of the program.

The second major area of H.R. 10210 is coverage of workers under
the unemployment insurance system. At the present time about 12 mil-
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lion wage and salaried workers are still outside of the permanent pro-
g am. II.R. 10210 proposes to cover most of the workers now tempo-
rarily protected under the special unemployment assistance program.
The exceptions are individuals employed on small family farms, many
domestic day workers, employees of nonprofit organizations with fewer
than four employees, and certain employees of religious organizations
and institutions.

In all, H.R. 10210 would result in extension of regular unemploy-
ment insurance coverage under amended State laws to 9.2 million
workers on January 1, 1978. This includes 327,000 workers on large
farms; 300,000 in domestic service; 8.3 million in local and State gov-
ernments; and 300,000 in nonprofit secondary and elementary schools.

Unemployed workers in these categories have been paid benefits
during the past 21 months under the special unemployment assistance
program passed by the Congress in ecember 1974. As you recall
this program is funded from Federal general revenues and is scheduled
to end on December 31 of this year with phaseout payments through
March 1977.

The experience 'under this temporary program has demonstrated
that administration of a unemployment insurance program for these
groups is possible. Public and farm employers have cooperated with
State employment security officials in an outstanding manner. Analyis
of benefit experience under special unemployment- assistance andin
those States which now cover State and local government employees
indicates that benefit costs for these emiployes is signifcantly lower
than for the average of all workers in the Ngeneral labor force.

Studies directed by the Congress in the 1970 amendments were
cn1(Iicted by a gToup of State agricultural experiment station re-
,earch staffs and three State employment security agencies for the
Department of Labor. These studies indicate thai providing unen-
ployflient benefits to eligible farinworkers would have little or no
mpilact on overall unemployment compensation cost rates in 18 States
surveyed. In two States--California and Florida, there would have
been a small increase. However California has now provided agricul-
tural coverage under its own lawi-.

The largest segment of workers that would be brought into the
permanent system are, of course, employees of State and local govern-
ments. This group of workers would be covered and subject to the
same general eligibility requirements as other individuals with
regular labor force attachment.

There have been many inquiries about the applicability of the
recent decision of the US. Supreme Court in National League of
Cit.Ns v. Usery to unemployment compensation for State and local
employees. In our view that decision does not preclude such an exten-
sion of coverage. With your permission, Mr. Chairman, I would like to
-submit with this statement a copy of the opinion of the Solicitor of
Labor which deals with the constitutionality of this provision of
I.R. 10210.

Senator TALMAr0E. Without objection, it will be inserted at this
point in the record.

Mr. Mosxow. Thank you, Mr. Chairman.
[The document referrd to follows:]
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U.S. DEPARTMENT OF LABOR,
OFFICE OF THE SOLICITOR,

Washington, D.C., June 26,1976.

MEMORANDUM OF LAW

The Constitutionality of Requiring State Law Coverage of State and Local
Government Employees under the Federal-State Unemployment Compen-
sation Program.

The question addressed in this paper is whether the Congress has the con-
stitutional power to enact a statute *requiring the States, as a condition of
continued participation In the Federal-State Unemployment Compensation Pro-
gram, to cover employees of State and local governments. This question is
especially pertinent, in light of the decision of the Supreme Court in National
Lcupue of Cities v. Uecry, - U.S. - , June 24, 1976, which struck
down the Fair Labor Standards Act requirements of mandatory coverage of
State and local government employees under that Act's minimum wage and
overtime provisions. We conclude that National League of Cities Is clearly dis-
tinguishable and that Congress has the power, under the taxing and general
welfare clause of the Constitution, to condition continued participation in the
Federal-State Unemployment Compensation Program in unemployment com-
pensation coverage of State and local government employees.

BACKGROUND

The basic structure of the Federal-State Unemployment Compensation Program
has remained unchanged since the enactment of the Social Security Act on Au-
gust 14, 1935. In Title IX of that Act a payroll tax of 3.0% was laid on private
sector employers. A credit of up to 90% of the tax, or 2.7%, was allowable for
contributions paid into a State unemployment fund, under a State unemployment
compensation law found to meet the conditions for approval set out in Title IX.
A State which had an approved unemployment compensation law could apply,
under Title III of the Act, for grants of funds to assist the State In the admin-
istration of its law; the payment of such grants would be-certified upon a finding
that the State law contained the further provisions required by Title III. The
provisions on grants remain in Title III of the Social Security Act, 42 U.S.C.
501 et seq., while the taxing provisions are in the Federal Unemployment Tax
Act, Chapter 23 of the Internal Revenue Code of 154, 26 U.S.C. 3301 et seq.
The requirements for State unemployment compensation laws are set out in 42
U.S.C. 503(a) and 26 U.S.C. 3304(a), respectively.

For the first 37 years of this cooperative program no provision of the federal
statutes required the State laws to cover any specific class of employees in either
the public or private sector. Inducement or persuasion for State law coverage was
founded on the tax credit in the Federal Unemployment Tax Act. Credit against
the federal tax was based on contributions Into a State unemployment fund on
the same payroll, and coverage of the State law was based on the payroll sub-
ject to contributions. In this way State law coverage for compensation purposes
was generally as broad as the tax coverage of the Federal Unemployment Tax
Act, although the States retained the authority to adopt more restrictive cover-
age or expand coverage beyond the inducement provided by the federal law.

In the Employment Security Amendments of 1970 (Public law 91-373), Con-
gress amended section 3304(a) of the Fedeuil Unemployment Tax Act to add new
requirements for approved State unemployment compensation laws. Among the
new requirements was section 3304 (a) (6) (A), which required State laws to cover
for compensation purposes employees of nonprofit organizations and employees
of State hospitals and institutions of higher education. Another new requirement,
added to section 3304(a) (12), required States to elect coverage for compensation
purposes of employees of hospitals and Institutions of higher education operated
by the political subdivisions. These were the first coverage requirements to be
contained in the Federal Unemployment Tax Act, and were requirements for
State laws beginning in 1972. Expansion of coverage to those three classes of em-
ployees was accomplished by making the coverage a State law requirement in-
stead of taxing the States and localities: the employment of those three classes
of employees still remains excepted from federal tax coverage.

Now before Congress is h.R. 10210, which in section 115 would further amend
the Federal Unemployment Tax Act so as to further extend public employee
coverage to most employees of State and local governments.
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Related to those amendments is a change in section 302(a) of the Social Secu-
rity Act, 42 U.S.C. 502(a). Section 302(a) would be amended to exclude fromn
grants to the States any sums to meet costs of administration of the State laws
which are associated with the coverage of the State and local government em-
ployees. Another related amendment is to the Federal-State Extended Unemploy-
ment Compensation Act of 1970 (Title II of Public Law 91-378), pursuant to
which State unemployment funds are reimbursed from federal funds for one-
half the cost of compensation paid by the States In which is sharable extended
compensation or sharable regular compensation within the meaning of that
Act. As so amended, sharable compensation would not include any compensation
paid on the basis of State or local government employee coverage. The reason for

* withdrawing the financial support of grants and sharable compensation reim-
bursements with respect t. State and local government employee coverage Is that
neither the States nor the localities contribute to the funding from which the
financial support is drawn. Under Title IX of the Social Security Act, 42 U.S.C.
1101 et seq., a permanent, indefinite appropriation Is made to the Unemployment
Trust Fund, measured by the collections under the Federal Unemployment Tax
Act. The sums appropriated, Insofar as is pertinent for present purposes, are
transferred to accounts in the Fund from which moneys are drawn for the
financial support to the States of grants and sharable compensation reimburse-
ments. Because the States and localities are not subject to the Federal Unem-
ployment Tax Act they contribute nothing to the funding of the financial sup-
port, and consequently would derive e'o financial support with respect to State
and local government employee coverag,, under the related amendments.

ARAUMEP f

Article 1, Section 8, Clause 1, of the United States Constitution confers upon
Congress the power-.

To lay and collect Taxes, Duties, Imposts andi Excises, to pay the Debts
and provide for the common Defense and general Welfare of the United
States * * *.

It is within the powers of Congress to lay taxes and provide for the general
welfare. Thus, as this memorandum will demonstrate, it is within the power of
Congress to impose the federal unemployment tax and grant a credit against the
tax on the condition, among others, that State unemployment compensation laws
cover State and local government employees.

It is also within the power of Congress to grant funds to the States to assist
them in the administration and funding of their approved unemployment com-
pensation laws, to place limitations on those grants, and to make It a condition
of such grants that the State unemployment compensation laws be approved
under the Federal Unemployment Tax Act.

I.
'he Decision of the United States Supreme Court in Steward Machine

Co. v. Davis is Controlling on the Powers of Congress Under the Tax and
General Welfare Clause.

The Issue of State law requirements as a condition of the approval of State
unemployment compensation laws for tax credit purposes was fully argued and
decided in favor of the validity of the federal statute In Steword Machine Co. v.
Daiv8, 301 U.S. 548 (1937). '!'he Court held that it Is within Congress' power
under the tax and general welfare clause to prescribe conditions for a tax credit
which It found were related in subject matter to activities "fairly within the
scope of national policy and power" (301 U.S. at 590), and which would "assure a
fair and Just requital for benefits received". (301 U.S. at 598). The conditions,it said, are "not directed to the attainment of an unlawful end, but to an end,
the relief of unemployment, for which nation and state may lawfully cooperate".
(301 U.S. at 593). "In determining essentials Congress must have the benefit of
a fair margin of discretion." (301 U.S. at 594). In regard to these conditions, "in-
ducement or persuasion does not go beyond the bounds of power". (301 U.S.
at 591). On the Tenth Amendment issue the Court ruled that the provisionst are
not void as Involving the coercion of the States in contravention of the Tenth
Amendment or of restrictions implicit In our federal form of government.

In its opinion the Court referred to the events which led to the passage of the
Social Security Act. During the years 1929 and 1936 the, number of unemployed
workers rose to unprecedented heights, often averaging more than 10 million, and
at times reaching peaks of 16 million or more. The problem had become national
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in area and dimensions, and the States were unable to give the requisite relief.
Obligations incurred by the national government for emergency relief were
almost $3 billion in the period between January 1, 1933 and July 1, 1936, and
the obligations of State local agencies were halt that sum. For public works
and unemployment relief for the three fiscal years 1934, 1935, and 1936, the na-
tional government expended "the stupendous total" of a little less than $9 bil-
lion. "It is too late today for the argument to be heard with tolerance that In
a crisis so extreme the use of money of the nation to relieve the unemployed and
their dependents is a use for any purpose narrower than the promotion of the
general welfare." (301 U.S. at 586-587).

In these circunm~tances there was an urgent need for some remedial expedient.
It was said that the freedom of the States to contribute their fair share to the
solution of the national problem was paralyzed by fear, and to the extent the
States failed to contribute to relief "a disproportionate burden, and a mountain-
ous one, was laid upon the resources of the Government of the nation". (301 U.S.
at 588). The Social Security Act was an attempt to find a method by which
all the public agencies may work together to a common end. In devising the tax
and tax credit Congress did not intrude upon fields foreign to its function. Its
intervention is to safeguard tbe nation's treasury, and as an incident to that pro-
tection to place the States upon a footing of equal opportunity. (301 U.S. at
590-591). "Nothlg in the case suggests the exertion of a power akin to undue
influence, if we assume that such a concept can ever be applied with fitness to
the relations between state and nation." A State which enacted an unemploy-
ment compensation law to conform with the Social Security Act cannot be said
to have acted "under the strain of a persuasion equivalent to undue influence.
when she chose to have relief administered under laws of her own making, by
agents of her own selection, Instead of under federal laws, administered by fed-
eral officers, with all the ensuing evils, at least to many minds, of federal patron-
age and power." (301 U.S. tt 490).

Some of the conditions attached to the allowance of the tax credit are designed
to give assurance that the State unemployment compensation law shall be one In
substance as well as name. Others are designed to give assurane that eontribu.
tons into a State's unemploymnet fund shall be protected against loss after pay-
ment to the State. (301 U.S. at 575). The conditions attached to the payment of
granted funds to a State likewise are designed to give assurance to the Federal
Government that the moneys granted by it will not be expended for purposes alien
to the grant, and will be used in the administration of genuine unemployment
compensation lows. (301 U.S. at 578). Congress must have the benefit of a fair
margin of discretion in determining the standards which in its Judgment are to
be ranked as fundamental. (301 U.S. at 594). An unemployment law framed In
such a way that the unemployed who look to it will be deprived of reasonable
protection is one in name and nothing more. "What is basic and essential may be
assured by suitable conditions." (301 U.S. at 593). One cannot soy that the basic
standards have been determined in any arbitrary fashion. (301 U.S. at 594).

The operation of the cooperative program in a State is dependent on the statu-
tory consent of the State. A State so consenting obtaIns a credit of many mil-
lions in favor of her citizens out of the treasury of the nation. "Nowhere in our
scheme of government-in limitations express or implied of our federal constitu.
tion--do we find that she is prohibited from assenting to conditions that will
assure a fair and Just requital for benefits received." (301 U.S. at 597-599).

Further support for the scheme of tax credit and grants is found in other
cases decided the same day as Steward. In Carioihoel v. Southern ('oal d ('nke
(o., 801 U.S. 495 (1987). the Court upheld the constitutionality of the Alabama
unemployment compensation law which was designed to meet the requirements of
the Social Security Act. Arguments as to the validity of the Alabama tax and
contentions based on the Tenth Amendment were rejected. In one holding the
Court. said that if the tax, qua tax, is valid, and the purpose specified is one that
would sustain a separate appropriation out of general funds, neitherr is made in-
valid by being bound to the other in the same act of legislation", citing C(i7netnati
Soap ro. v. United States, 301 UT.S. 30. 313 (1937).

And in Helverfng v. Davis. 301 U.S. 619 (1937), the old age tax and benefit pro.
visions of the Social Security Act were upheld against similar challenges on con-
stitutional grounds. Holding that Congress may spend money in aid of the general
welfare, the Court said that the eoncention of the spending power advocated by
Hamilton and strongly reinforced by Story has prevailed over that of Madison.
with broad discretion not confided to the courts in the exercise of the power. "The
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discretion belongs to Congress, unless the uioice is clearly wrong, a display of ar-
bitrary power, not an exercise of judgment." (301 U.S. at 640). When an act is
challenged as invalid -we naturally require a showing that by no reasonable
possibility can the challenged legislation fall within the wide range of dis cre-
tion permitted to the Congress'" (301 U.S. at 641, quoting from United States
v. Butler, 297 U.S. 1, 67. Citation for comparison was made to Cincinnati Soap
Co. v. United State8, in which the Court stated that it would require a very plain
case to set aside a conclusion of Congress whether a tax it has imposed by law
serves the purpose of the taxing power. (301 U.S. 308, 313).

Measured by these pronouncements the conditions of State law coverage of
State and local government employees clearly are within the Congress' powers
under Article 1, Section 8, Clause 1, of the Constitution. The discussion following
shitows that those conditions are fairly within the scope of national policy and
power and have not been determined in any arbitrary fashion, and that those
conditions involve no infringement of State sovereignty or constitutional federal-
ism. Finally, there is discussion of the separable provisions on limited financial
support of State laws.

II.

The Conditions on Coverage of State and Local Government Employees
are Fairly Within the Scope of National Policy and Power and Have Not
Been Determined in Any Arbitrary Fashion.

As originally enacted, the Federal Unemployment Tax Act covered employers
of eight or more workers. In 1954 coverage was extended to employers of four
or more workers (Public Law 767, 83d Congress, 2d Session), and in 1970 cov-
erage was further extended to employers of one worker (Public Law 91-373).
Other changes expanding coverage also were made in the 1970 act. In the bill
now before the Congress, H.R. 10210, in addition to the provisions on coverage of
State and local government employees, coverage would be extended to agricul-
tural workers and domestic employees.

As Congress has progressively expanded and improved the Federal-State T'n-
employment Compensation Program it also has broadened the national protec-
tion of unemployment comnpenstiton. In 1954 it brought under this protective
relief all federal employees (Public Law 767, 83d Congress, 2d Session; 5 U.S.('.
f 8501 et seq.), and in 1958 it followed with the Ex-Servicemen's Unemployment
Compensation Program (Public Law 85-848; 5 U.S.C. if 8521 et seq.). Both of
these programs are administered by the States as agents of the United States in
conjunction with their own State laws.

During periods of economic downturn Corgress has enacted temporary laws
to provide an extension of benefits where the regular programs proved inadequate
for the times. The Temporary Unemployment Compensation Act of 1958 served
during one such period (Public Law 85-441). Next was the Temporary Extended
Unemployment Compensation Act of 1961 (Public Law 87-6). Ten years later,
Congress passed the Emergency Unemployment Compensation Act of 1971 (Pub-
lic Law 92-224). In an effort to forestall the need for temporary extended ben-
eft programs, with the recurrent burden on the federal treasury, Congress passed
as a part of the 1970 Amendments the Federal-State Extended Unemployment
Compensation Act of 1970 (Title II of Public Law 91-373), and by adding section
3304(a) (11) to the Federal U1nemployment Tax Act it made the extended pro-
grain a part of the Federal-State Unemployment Compensation Program. The.
extended program became effective and began operating in all States in 1972.

Even with extended benefits as a permanent part of the program, it proved in-
adequate in the 1974-1975 economic downturn. Late in 1974 the Congress passed
two remedial laws as temporary measures. The Emergency Unemployment Com-
pensation Act of 1974 (Public Iaw 93-572) was like Its predecessor, the Emer-
gency Unemployment Compensation Act of 1971, and extended benefits for Indi-
viduals in the regular unemployment compensation programs. The other law,
the Emergency Jobs and Unemployment Assistance Act of 1974 (Public Law
9-567), enacted in Title II a Special Unemployment Assistance Program unlike
any previous program. It covered an estimated 12 million workers who were-
not covered by the regular unemployment copilnsation laws, including primarily
State and local government employees, agricultural workers, and domestic em-
ployees.

It is notable that all three of the principal classeR of workers covered by the
Special Unemployment Assistance Program would be covered under the Federal-
State Unemployment Compensation Program by the amendments proposed lnt



22

JI.R. 10210. The coverage of State and local government employees proposed in
the amendments would be an extension of the coverage of those classes of work-
ers. The 1970 Amendments, effective in 1972, required State law coverage of
employees of State hospitals and institutions of higher education. That (overage
would now be extended under the proposals to most State and local government
employees, with the exception of elected and certain appointed officials, members
of legislatures and the judiciary, National Guardsmen, and temporary emergency
employees.

The proposals in H.R. 10210 for expanding the coverage of the Federal-State
Unemployment Compensation Program do not represent a new Initiative into
areas untouched before, particularly as to State and local government employees.
In the Special Unemployment Assistance Program the Congress saw a need for
protective relief and met it. The program has been extended recently to two
years to fulfill this need (Public Law 94-45), and to 1111 the gap until the per-
manent changes are enacted and take effect.

Coverage of State and local government employees is within the "fair margin
of discretion" vested in the Congress. In the 1970 Amendments it has not deter-
mined the conditions of coverage in an arbitrary fashion. The reasons are fully
explained in the Congressional committees' reports in these terms:

Present law.-Under existing Federal law, services performed for non-
profit religious, charitable, educational and humane organizations and for a
State and its political subdivisions are exempt from the tax provisions of
the Federal Unemployment Tax Act. There has not, therefore, been a tax-
credit incentive for covering employees of these organizations and govern-
ments for unemployment compensation purposes. While unemployment in
these organizations and governments is not subject to fluctuations to the
same degree as in commerce and industry, unemployment affects a substan-
tial number of their employees, particularly people working in nonprofes-
sional occupations.

The committee does not want to change the present tax status of nonprofit
organizations, but is concerned about the need of their employees for protec-
tion against wage loss resulting from unemployment.

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

States would be free to go beyond the Federal coverage provisions and
bring under the State law any additional groups which the State legislature
considers appropriate. (Senate Report No. 91-752, March 26, 1970, pages
14-15. To the same effect: House Report No. D1-612, November 10, 1969,
pages 11-12).

An estimated 940,000 State government employees were brought under cover-
age by the 1970 Amendments. Another 3.5 million workers were brought in by
other amendments, still leaving approximately 12 million not covered by any
unemployment compensation program. The total number of workers then covered
by all programs was over 62 million. The Special Unemployment Assistance Pro-
gram temporarily fills the gap for the omitted 12 million workers. Most o& these
12 million workers would be covered under the amendments proposed in H.R.
10210.

Congress has manifested a continuing concern in bringing appropriate seg-
ments of the labor force under unemployment compensation protection, and in
improving the program. In the Senate Finance Committee's summary of the
major amendments in Public Law 91-373, by way of illustration, it said:

The bill would extend the coverage of the unemployment compensation
program to additional jobs, establish a permanent program of extended bene-
fits for people who exhaust their regular State benefits during periods of
high unemployment, provide the States with a procedure for obtaining Judi-
cial review of certain adverse determinations by the Secretary of Labor,
improve the financing of the program, provide certain limited requirements
for State unemployment compensation programs which are designed to
protect the integrity of the program, and make other change, to strengthen
the Federal-State unemployment compensation system. (Senate Report No.
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91-752, March 26, 1970, pages 1-2. To the same effect: House Report No.
91-612, November 10, 1969, pages 1-2).1

The extension of coverage referred to in the Senate report included limited
coverage of State and local government employees. The amendments proposed in
H.R. 10210 build upon the prior extensions of coverage and improvements in the
program, including an extension of coverage to most State and local government
employees. Under the proposed amendments it is estimated that an additional
600,000 State employees and 7,700,000 local employees would be brought under the
program's coverage.

The background of the Emergency Unemployment Compensation and Special
Unemployment Assistance programs is particularly relevant to the extensions of
coverage proposed in H.R. 10210. The two programs were combined in II.R.
16596 when the bill was reported favorably by the Committee on Education and
Labor. House Report No. 93-1528, dated December 9, 1974, eloquently relates the
setting:

The Emergency Jobs and Unemployment Assistance Act of 1974 is a
direct outgrowth of the deteriorating economic situation. No more devastat-
ing description of the current situation can be written than the dry prose
of the Bureau of Labor Statistics Official release on "The Employment
Situation: November, 1974." The situation as described by the statisticians
of BLS should be known to all who will act on this bill and the Committee
is therefore reproducing the following extract from the release as the
best statement of the necessity for immediate action on this bill:

"The Nation's unemployment rate rose from at0 percent to 6.5 percent in
November** The jobless rate was at its highest level since October
1961.

"Total employment * * fell by nearly 800,000 in November to 85.7
million* *.

"The number of persons unemployed reached nearly 0 million in Novem-
ber, up 460,000 from the previous month * * * ."

Grim though the present picture is, it is necessary to add that the
prospects for the future are even more grim. * * * economists differ only
on the extent of the deterioration that lies ahead.

Unemployment insurance has been a basic tool for counteracting cyclical
downturns in the economy since the 1930's. It is the basic program to cushion
the shock of unemployment, but experience has shown that its gaps in
coverage and limited duration leaves many workers without essential
protection. Title II provides an interim approach to the problem. *

It is obvious that we are in the throes of an economic crunch of major
scope. Prompt action to provide at least a reasonable measure of income
maintenance is required to avoid further spreading of the ripple effects of
unemployment.

New coverage equivalent to that under State UI laws would be available
for the first time for up to 12 million workers not now covered. * * * .

The major groups newly covered for the duration of this Act include:

State Local Government.-'More than 8 million workers In State and local
government, who are still outside the regular UI system, would be included
In Title II. Particularly vulnerable are large numbers employed in this field,
especially at lower skill levels, in pubic works and maintenance, and in hos-
pital and food service occupations. Governments are subject to the same
inflationary pressures and shortages as other employers and restruturing
of priorities due to limitations on revenues may have considerable impact
on these employees. (Pagse 1-3, 6-7).

The problem is plainly national in scope. State and local government employees
are subject to the same perils of unemployment and its ensuing destitution.

I See also pages 1-2 and 6-7 of Senate Report No 1794, July 12, 1954 (H.R. 9709), and
pages 1-4 of Senate Report No. 2489, August 14, 1958 (.R. 11630).
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Today, as in the 1930's, the burden of furnishing relief has fallen on the
national treasury. The remedial expedient for this need was adopted in the
Social Security Act, and it exists today as the most appropriate means adapt-
able to the end sought. As the Court said In Helvering v. Davis, 301 U.S. 619,
641: "Nor is the concept of general welfare static. Needs that were narrow
or parochial a century ago may be Interwoven in our day with the well-being
of the Nation. What is critical or urgent changes with the times."

In light of the history of legislation lu the field of unemployment relief, the
action of the Congress in extending unemployment compensation protection to
State and local government employees cannot be said to fall outside the scope
of national policy and power or to have been determined In any arbitrary fash-
ion. In making State and local government employee coverage a condition of the
approval of State laws, instead of making tile States and localities subject to
the Federal Unemployment Tax Act, the Congress has devised a standard which
is in all respect most suitable in the treatment of such coverage. Its actions in
the past are within the "fair margin of discretion" vested in the Congress by
tile Constitution. as its action would be in passing the amendments proposed in
H.R. 10210.

"'-

No Infringement of State Sovereignty or Constitutional Federalism is
Involved in the Conditions on Coverage of State and Local Government
Employees.

It has been shown that the conditions on State law coverage are witiin tile
Congress' powers under Article I, Section 8, Clause 1, of the Constitution. and
that those conditions are fairly within the scope of national policy and power.
and have not been determined in any arbitrary fashion. The issue remains
whether the conditions constitute an infringement of the constitutional rights
of the States.

The conditions on State law coverage differ from other conditions upheld in
Rterard Machine Co. v. DaH8s. 301 U.S. .54- (1937). In requiring the coverage of
the State's own employees and employees of its political subdivisions. Acceptance
of those conditions by the State is necessary for it to continue to obtain the tax
credit for private employers In the State, and to continue to receive granted
funds and participate in the Federal-State Unemployment Compensation Pro-
gram. No tax is laid upon the State or Its localities tnder the Federal Unem-
ployment Tax Act. The statutory consent of the State is still required, as with
the original conditions, and the program will not operate in a State without its
consent. The critical point is whether, in requiring the State's assent to cover
State and local government employees under its statewide unemployment com-
pensation program, the Congress Infringes on the State's sovereignty and the
principle of constitutional federalism.

In United States v. Bekins. 304 U.S. 27. 52 (l93,R). the Court said that the
Tenth Amendment protects the right of the States to make contracts and give
consents where that action would not contravene the provisions of the Constitu-
tion. "It Is of the essence of sovereignty to le able to make contracts and give
conqent.; hearing upon the (xertion of governmental power." (304 T.S. at 51-52 ).
And. citing the Steward case. tile Court stated that the formation-of an Inde-
structible Vnion of Indestructible States doeq not make Impossible "cooperation
between the Nation and the States through the exercise of tile power of each to
the advantage of the people who are citizens of both." (304 T.S. at 53).

Steward Machine Co. v. Dars. supra. furnishes more Insight on tile Issue.
Noting that even sovereigns may contract without derognting from their sov-
ereignty. tile Court found no room for doubt that tile States could contract with
Congres.q if the ess.nce of their statehood is maintained without impairment.
(301 P.S. at .597). There the Court found no impairment of statehood in the
numerous conditions on participation in the Federal-State Unemployment Con-
pensatio" Program. The conditions upheld at that time were Pervasive. Intritd-
Ing upon the States' finances and controlling the handling of its revenues from
taxation, among other matters.

Rekltus and Steward hold that cooperation of the States and the Nation through
the consent of the States is of the essence of sovereignty rather than Impaimment.
Cooperation Is permissible where it Is to the advantage of the people who are
citizens of both State and Nation. The Court nut the propnoIton more succinctly,
in Carmichael v. Southern Coal d Coke Co.. 301 V.S. 491S (1937). decided on the
same day as Steward, In upholding the constitutionality of a State nnemploy-
ment compensation law enacted with the objective of obtaining the benefits of
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the tax credit and grants under the Social Security Act. In concluding Its opin-
ion. the Court said: "The power to contract and the power to select appropriate
agencies and instrumentalities for the execution of state policy are attributes of
state sovereignty. They are not lost by their exercise." (301 U.S. at 526).

Substantially the same considerations which led to the consent upheld In
toward and Carmichael are present today. Unemployment has risen to heights

which once again requires relief from the Nation, and consequent drains on the
treasury. Congress has seen the need for extending the duration of benefits pay-
able under the regular unemployment compensation programs, and has enacted
the Emergency Unemployment Compensation Act of 1974. A new perception of
the needs of the people has led to the enactment of the Special Unemployment
Assistance Program, to furnish relief to the 12 million workers who are not
covered by the regular unemployment compensation programs. They suffer as
much from the vicissitudes of unemployment as those covered by the regular
programs; relief for them serves the same purposes. State and local government
employees are the largest group covered by the special program. The special pro-
gram is fe erally financed. It fills a gap most States have failed to occupy, or to
encompass completely. Most of the workers covered by the special program
would be brought under the Federal-State Unemployment Compensation Pro-
gram by amendments proposed in HI.R. 10210. The drain upon-federal resources
will to that extent cease; the national program will be broadened to better
serve the people who are citizens of both the States and the Nation.

Consent of the States to the conditions on coverage of State and local govern-
meut employees is "a fair and Just requital for benefits received." (Steward,
301 U.S. at 598). Coverage Is achieved without laying a tax on the States and
localities or their employees, or increasing the federal unemployment tax on
employers. Financing of administrative and benefit costs of such coverage is
,ef-lto the States, to devise the means according to their own interests. Coopera-
tin Is attained in carrying out national policy of strengthening and improving
the Federal-State Unemployment Compensation Program, which leaves to the
States the administration of State unemployment compensation-laws of their
own making. State and local government employees are to be treated alike in all
States, and placed on an equal footing with employees of the federal government
and the few State and local government employees who are already covered.
No infringement of State sovereignty or constitutional federalism occurs in the
presence of such consent.

The consent required is not different in principle from the consent required
to give effect to the original Social Security Act. With each change in the con-
ditions of the Federal Unemployment Tax Act a renewal or reformation of con-
sent is necessary. Renewed consent was freely given in 1972 to the several new
conditions*added by the Employment Security Amendments (of 1970 (Public Law
91-373), among which were the conditions on coverage of State and local gov-
ernment employees. H.R. 10210 would add other new conditions in addition to
hriadening the conditions on coverage of State and local government employees.
In the light of the considerations which have led to the new conditions, Con-
gress is not to be faulted as exceeding the bounds of its powers. In seeking to
strengthen and improve the Federal-State Unemployment Compensation Pro-
gram, Congress may from -time to time add conditions which it might have
included in the first instance, and may reshape the old conditions to fit its new
perceptions of national policy. The conception of the consent required is the
.*ame whether considered in reference to new conditions on coverage of State
and local government employees or to new conditions dealing with other-matters.

The 1970 Amendments furnish historical support for coverage of State and
local government employees with the consent of the States. The new conditions
were freely assented to by the States. No complaint has beeii pressed that the
1970 conditions or the consents then given were Invalid under the Constitution.
No contention has been pleaded that asset to those conditions resulted in any
impairment of State sovereignty or breach of constitutional federalism. Nor will
such impairment or breach result from the reshaping of the conditions on cover-
age of State and locol government employees by the proposals in H.R. 10210.

As an exertion of the taxing power, the conditions on coverage of State and
local government employees clearly do not infringe on State sovereignty or con-
stitutional federalism. The Court said in Helverfit v. Gerhardt that the Tenth
Amendment was devised only as a shield to protect the States from curtailment
f' thmie-ssential operations of government which they have exercised from the

beginning. 804 U.S. 405, 417 (1938). It decided in that case that the income tax
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applied to the salary of an official of the Port of New York Authority "neither
precludes nor threatens unreasonably to obstruct any function essential to the
continued existence of the state government". (304 U.S. at 424).

The conclusion which necessarily follows from this analysis is that the condi-
tions on State law coverage of State and local government employees, as now
set forth in the Federal Unemployment Tax Act and as proposed to be amended
in H.R. 10210, do not infringe upon the constitutional rights of the States.

IV.

The Decision of the United States Supreme Court in National League of
Cities v. Usery Does Not Render Unconstitutional Unemployment Compensa-
tion Coverage of State and Local Government Rmployees.

Application of the Tenth Amendment to the exercise of the taxing and general
welfare power in Article 1, Section 8, Clause 1, of the Constitution is clearly
distinguishable from Tenth Amendment limitations on the exercise of the federal
power to regulate commerce under Article I, Section 8, Clause 3, enunciated in
National League of Cities v. Usery, supra. National League of Cities held that
Congress exceeded its authority under the Commerce Clause by extending manda-
tory coverage under the minimum wage and overtime provisions of the Fair
Labor Standards Act (29 U.S.C. 55 201 et seq.), to employees of State and local
governments. 29 U.S.C. 11203(d), (a) (5), and (x). The Court held, using the Fry
v. United States, 421 U.S. 542, 547 (1975), test, that "Congress has sought to
wield its power in a fashion which would impair the States' 'ability to function
effectively within a federal system,"' thereby exceeding the scope of power vested
in it by the Commerce Clause, and by that action impermissibly penetrated the
Tenth Amendment barrier against infringement of the States' reserved powers.
Slip Opinion at 17-18.

The Federal Unemployment Tax Act and Title III of the Social Security Act,
as enacted, and as proposed to be amended by sections 115 and 212 of H.R. 10210,
derive from Congress' power to lay and collect taxes and to provide for the gen-
eral welfare. U.S. Constitution, Article I, Section 8, Clause 1, supra; Steward
Machine Co. v. Davis, 301 U.S. 548, 590 (1937). As stated in Steward Machine Co.,
participation in the Federal-State Unemployment Compensation Program is volun-
tary on the part of the States and is constitutional under the taxing and general
welfare clause. Id., at 590 and 591. Neither regulation nor lack of consent is in-
volved in the extension of unemployment compensation coverage to State and
local government employees.

National League of Cities has no application to statutes enacted under the
taxation and general welfare clause:

We express no view as to whether different results might obtain if Con-
gress seeks to affect integral operations of state governments by exercising
authority granted it under other sections of the Constitution such as the
Spending Power, Art. I, 5 8, el. 1, or 55 of the Fourteenth Amendment. (Slip
Opinion at 18, n. 17).

The opinion of the Court also left unanswered Mr. Brennan's statement in his
dissenting opinion that the Federal Government might apply the Fair Labor
Standards Act provisions to State and local government employees by making
such coverage a condition for the receipt of federal grants. See Slip Opinion, J.
Brennan's dissent at 24-25; see also Steward Machine Co., supra, 301 U.S. at 591,
593-98; and Cincinnati Soap Co. v. United States, 301 U.S. 308, 313 (1937).

The Court in National League of Cities stated that Congress exceeded its au-
thority under the Commerce Clause, by forbidding choices to States and local
governments in regulating relationships with their own employees. Slip Opinion
at 14. The Court held that the only "discretion" left to the States under the
amended Fair Labor Standards Act was to raise taxes or cut services or payrolls
to meet their Increased costs under that Act. Unlike the Fair Labor Standards
Act, the Federal Unemployment Tax Act and Title III of the Social Security Act
offer the States the discretion of participt,.'ing in the benefit system.

As seen in the Supreme Court's clear language In National League of Cities,
that decision is not applicable to enactments which derive from the taxation and
general welfare powers, such as the provisions in the Federal Unemployment Tax
Act and the proposed amendments in sections 115 and 212 of H.R. 10210. Unlike
the Fair Labor Standards Act amendments struck down in National League of
'ities. the provisions on unemployment compensation coverage of State and local

government employees are not regulatory In nature, and are consistent with the
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historic structure of the Federal-State Unemployment Compensation Program.
States are not forbidden choices in regulating relationships with their employees,
nor are they stripped of their discretion of participating in the benefit program.

V.

The Limitations on Financial Support of State Laws Are Separable and
Within Congress! Power Under the General Welfare Clause.

The validity of the conditions on coverage of State and local government
employees is not affected by the amendments proposed in Section 212 of H.R.
10210, under which the financial support of grants and sharable compensation
would not be furnished with respect to the coverage of any State or local govern-
ment employees. As explained above, the funds for the financial support of all
States is governed by the sum of the collections under the Federal Unemploy-
ment Tax Act. Because the States and localities are not subject to the Federal
Unemployment Tax Act there is no contributory source of-funding with respect
to State and local government employees.

As a result the States will have to bear a portion of the costs of administration
and what constitutes sharable compensation as to other workers covered by the
State's laws- This is not different in principle, however, from the necessity
undertaken by the States from the inception of the program to bear the costs of
unemployment compensation. This was implicitly upheld in Steward Machine Co.
v. Davis, 301 U.S. 548 (1937), in ruling that the nation and the States may
cooperate in this manner to achieve a common end. The benefit created by
statute may be partial, requiring the States to contribute a share of the costs,
as in matching grant programs and the Federal-State Extended Unemployment
Compensation Act of 1970.

Provision for less than full financial support needs no other authority than
the statute itself. Congress has the power to create benefits by statute, and to
attach any conditions to the benefits which it deems appropriate and suitable to
the purpose. Steward Machine Co. v. Davis, supra. Having the power to create
benefits, it may be exercised or not as the Congress decides in its judgment, and
benefits once created may be abolished. Congress determines the scope of the
benefits it creates; it is not compelled to cover the entire field as the judgment of
others may conceive the proper scope. Therefore, it may provide a partial benefit,
although there may be no explicit condition that the State make up the balance.
The absence of an explicit condition does not make the benefit any less valid.
Of necessity the balance must be provided for the benefit to operate in the
fashion intended by the Congress. What is implicitly necessary need not be
explicitly required for the statute to be valid. In this, as in matters concerning
the operation of the benefit, the Congress determines the conditions upon which
the benefit is to be given.

In Steward Machine Co. v. Davis, 301 U.S. 548, 598 (1937), the Court said that
the financial support provisions of Title III of the Social Security Act are
separable from the tax. The condition requiring coverage is in the Federal
Unemployment Tax Act. The financial support provisions are valid, therefore,
without regard to the conditions stated in the Federal Unemployment Tax Act.

There is a rational basis for the provisions In H.R. 10210, under which less
than full financial support would be furnished to the States. The provisions
clearly are within the "fair margin of discretion" vested in the Congress.

CONCLUSION

Provision for coverage of State and local government employees under State
unemployment compensation laws, as a condition of the tax credit under the
Federal Unemployment Tax Act, is within the tax and general welfare powers
of the Oongress under Article I, Section 8, Clause 1, of the United States Con-
stitution. Provision for less than full financial support of State unemployment
compensation laws is within the general welfare power of the Congress under
Article I, Section 8, Clause 1, of the United States Constitution. Those provisions
do not Infringe on State sovereignty or constitutional federalism.

National League of Cities v. Ueery, - U.S. -, June 24, 1976, is not
applicable to the provisions on unemployment compensation coverage of State
and local government employees In the Federal Unemployment Tax Act, or as
proposed in H.R. 10210 now before Congress. There are at least two major dis-
tinctions between the Fair Labor Standards Act amendments struck down by the
Supreme Court in National League of Cities and the enactment and proposed pro-

. . 78--153--78----3
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visions on unemployment compensation coverage of State and local government
employees:

1. The Fair Labor Standards Act amendments were enacted under the Com-
merce Clause. The unemployment compensation provisions come under the taxa-
tion and general welfare ("Spending Power") provisions of the Constitution.
The Supreme Court specifically excluded statutes enacted under the "Spending
Power" and the Fourteenth Amendment from the holding in National League of
OUftes.

2. The Fair Labor Standards Act amendments were regulatory in nature, with
no options afforded the States. The unemployment compensation provisions now
enacted and proposed by H.R. 10210 are consistent with and fit into the historic
structure of the Federal-State Unemployment Compensation Program, which
permits States the option of participation. In this manner the unemployment com-
pensation provisions are vitally different from the minimum wage and overtime
provisions in the Fair Labor Standards Act amendments. States are not forbidden
choices; choice Is the essence of the Federal-State Unemployment Compensation
Program.

Accordingly, the provisions on coverage of State and local government employ-
ees, enacted in the Employment Security Amendments of 1970, are In accord with
the United States Constitution. The amendmentss proposed in H.R. 10210, con-
cerning the extension of coverage to State and local government employees gen-
erally, and provision for less than full financial support for State unemployment
compensation laws, also are in accord with the United States Constitution.

WILLIAM J. KILBRO,
Rolioitor of Labor.

Mr. MOSKOW. The States will be free to determine whether public
employers shall pay for benefits by using the regular taxing provisions
applicable to private sector employers, by dollar-for-dollar reimburse-
ment of benefits paid to former workers, or by some other method.
This is consistent with the way in which Congress previously extended
UI coverage in 1970 to certain categories of State employees.

Mr. Chairman, the employees to whom protection under the perma-
nent program would be extended by this bill have been protected either
under some State's laws or under the SUA program, since December
1974. While bills to extend special unemployment assistance for 1
more year have been introduced in both Houses, we support further
extension of SUA only as a transitional step to permanent coverage
under the regular U1 program.

The third major improvement to be effected by H.R. 10210 con-
cerns the triggering mechanism for setting in motion the permanent
profrram of extended benefits enacted in 1970. -

Under present law, extended benefits, up to a maximum of 13 weeks,
become available in a State when unemployment conditions either
nationally or in the State reach certain prescribed levels. The State
trigger has created problems. There are two component parts to the
State trigger: an insu red unemployment rate of at least 4 percent
and a level of insured unemployment which exceeds by 20 percent the
level attained in a comparable period during the 2 previous years. The
20-percent part of the trigger has proved unrealistic. Congress has al-
ready suspended the 20-percent factor on seven different occasions;
the most recent suspension will remain in effect until March 31, 1977.
H.T. 10210 would provide a 4 percent State trigger. seasonallv ad-
justed. This would make the trigger responsive to downturns in the
economy but not to normal seasonal variations.

We also support a fourth major provision of IH.R. 10210, which
would provide for a 13-member national study commission on unem-
ployment compensation. This commission, appointed by the President
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and the presiding officers of the two Houses of Congress, would sab-
mit a final report by no later than January 1, 1979. This proposal has
universal support.

lhe work of the study commission would represent the first
comprehensive review of the entire unemployment compensation
area since the Federal-State system was established by the original
Social Security Act in 1935. It would deal with many of the major
questions and issues facing the system.

I would also note that the administration has supported and contin-
ues to support, a minimum benefit amount standard. However, such a
provision was rejected by the House of Representatives, and it is clear
the House will not pass one this year. Because the reforms included in
H.R. 10210 are of great importance, its prompt enactment, even with-
out a minimum benefit amount standard, is essential.

Mr. Chairman, this completes my summary of the major provisions
of HR. 10210. There are a group of technical amendments included
in MIR. 10210 by the Ways and Means Committee, regarding adminis-
tration of the VI program. In the interests of time I will not discuss
them all here but willtry to answer any questions that the members
may have.

One of these amendments permits Federal employees to use the
State UI benefit appeals procedures available to other claimants in
contesting the determination of the employing agency on the issue of
the cause of separation. The administration does not object to this
change with the understanding that a decision under this provision
will apply only to unemployment insurance and will have no other
application or effect.

An amendment of the provision outlining the National Study
Commission agenda directs a study of the mechanism by which na-
tional and local employment and unemployment statistics are collected
and analyzed. This subject matter area is alien to the purposes of the
proposed study of the unemployment insurance system. We believe
that, the statistics study would divert the commission's attention from
UI matters to concepts and methodology for a vital set of economic
statistics. This diversion would likely produce less than satisfactory
results in both areas of examination. The statisticastudy would require
a fullfledged effort in its own right.

We believe H.R. 10210 woutd be improved if this provision were
deleted.

In summary, Mr. Chairman, it is our judgment that the House-
passed bill addresses the major immediate problems confronting the
tTI program and requiring prompt resolution. While the bill falls
short of a total resolution of the financing problem, we urge that
the Senate give prompt favorable consideration to H.R. 10'210 in its
present form so that congressional action may be completed before
the end of this session.

Mr. Chairman, this completes my formal presentation. My associ-
ates and I will be happy to respond to your inquiries.

Senator TALMADGO. thank you, Mr. Secretary.
Do you have any estimates or studies as to how many farmworkers

who now work in nonfarm employment in th off season will decide to
draw unemployment compensation rather than take nonfarm work in
the off season I
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Mr. MosKow. Decide to draw unemployment compensation rather
than take on nonfarm work, Mr. Chairman?

Senator TALMADOE. Yes.
Mr. WEATIHERFORD. I think we can give you those, Mr. Chairman.
Senator TALMAD E. If you don't have it, will you please supply it

for the record I
Mr. WEATHIERFORD. Yes, sir.
[The material referred to was subsequently supplied for the record:]

IMPACT OF EXTENDING UNEMPLOYMENT INSURANCE PROTECTION ON THE SUPPLY OF
WORKERS IN SEASONAL FARM WORK

There has been expressed concern that the proposed extension of unemployment
insurance protection to farm workers would induce workers in seasonal farm
jobs to prefer to sit at home and collect unemployment insurance benefits rather
than work. This would aggravate an already existing problem of finding enough
workers to work during the season.

The 1909-70 study of farm workers in 15 States which was mandated by the
Congress in the Employment Security Amendments of 1970 sheds much light on
this concern. For purposes of understanding the nature of the problem farm
workers who work in seasonal farm jobs are considered in three distinct groups:
(1) workers who combine farm and nonfarm work in their yearly pattern, (2)
migratory workers and, (3) non-migratory workers who are in the labor force
only part of the year.

Those workers with 'farm (not covered) and nonfarm (covered) work and
qualified for UI benefits based on their nonfarm work still go on and take farm
Jobs even though farm work is not needed to qualify for benefits. This group
made up 15 percent of all farm workers studied. Of this group, 20 percent had
one or more weeks of compensable unemployment but only 10 percent applied
for and received one or more benefit checks. These results strongly suggest that
the availability of unemployment insurance benefits does not significantly affect
the desire for and acceptance of farm Jobs when they are available.

Migratory workers have strong demonstrated attachment to the labor force
and for many there is no choice to reduce work and still be able to qualify for
and collect UI benefits. Nationwide, less than 7 percent of all farm wage workers
nre interstate migrants. Contrary to popular ideas, study results show that
migrant workers reported working an average of almost 45 weeks during the
one-year period. Of those workers who will be protected under It.R. 10210, 45
percent did farm work only while fully 55 percent combined both farm and non-
farm work. For close to one-fourth of all migrant workers nonfarm (covered)
earnings exceeded farm earnings. Migrants do not have a great many employers.
Eighty-nine percent had three or fewer farm employers. Many return to the same
employers year after year, Additionally, migrant workers do not work in a great
many States. About 95 percent of the migrants studied worked in three States or
less in a one-year period. When test were applied to the work histories to deter-
mine how much work a worker could try to eliminate and still be eligible for and
collect UI benefits, it was found that for 41 percent of the migrants no work
reduction could be made and still meet the UI tests for qualification for benefits.
Reducing work effort has the effect of reducing the amount of UI benefits a work-
er could collect in most States. With no work reduction, migrants averaged $3,534
in earnings plus UI benefits assuming they had UI protection ($3,372 in earnings
plus $162 in UI benefits). If migrants tried to reduce their inter-state work as
much as possible and still qualify for benefits they would suffer a 21 percent loss
in average earnings plus benefits, a loss of $782. At these earning levels and poten-
tial loss of some UI benefits, it does not seem likely that migrants could easily
afford to cut back on work and stay home to collect benefits.

A large proportion of workers for seasonal jobs are local workers who are in
the labor force only part of the year, i.e., work only in seasonal employment. Study
results show that 37 percent of all non-migrants are in the labor force only part
of the year. Of this group 44 percent were 18 years old or younger and the same
proportion spent all or some of their nonworking time as students. Study results
also show that 73 percent of all non-migrant beneficiaries were in the labor force
only part of the year. Of this group, however, only 11 percent were 18 years old
or younger and could receive UI benefits if coverage were extended. This is be.
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cause they either are not available for work while In school or do not earn enough
in seasonal employment to qualify for benefits. It is unlikely that unemployment
insurance benefits would dry up this important source of labor for seasonal work.

It is highly unlikely that extension of unemployment insurance to farm workers
would have a significant impact on workers' decisions to cut down on seasonal
work and sit home and collect unemployment insurance benefits. Unemployment
insurance protection may have the opposite effect of making seasonal Jobs more
attractive. Study results also indicate that almost two-thirds indicated the avail-
ability of unemployment insurance benefits would make their Jobs more at-
tractive.

Senator TALMADGE. Here is what I am talking about. It takes only 3
or 4 months to produce a crop. Under the House-passed bill if a farlner
has four employees for 20 weeks, he would be covered. Usually after
farinworkers plant a crop they will take Pittployment in some other
category. Will they be qualified to draw unemployment compensation
at that time?

It seems to me that this provision is going to place an extremely
heavy load of people on the unemployment compensation rolls.

Mr. WEATHERFOiRD. The workers that would be qualified, Mr. Chair-
man, under this provision would be required to take the suitable work
that was available, including the farmwork. All of the States apply
that suitable work criteria to any claimant that is drawing benefits.

Senator TALMADOE. I am aware of that. Here is what I am talking
about. Maybe a migrant worker starts off picking oranges in Florida
and vegetables and comes up to Georgia and picks peaches and lie is
through picking peaches maybe by the middle of July. He has had 20
weeks of work, maybe he comes to North Carolina or South Carolina
and does something else but he Pays, "What the heck, I've got it earned
now, fishing is good."

Mr. WEATHERFORD. Yes, sir, Senator Talmnadge, l)ut I think the dis-
tinction needs to be drawn here that the coverage provision requires
that the employer, the farm grower, have four or more workers in 20
weeks in a year in order to be liable for the tax at all.

Senator TALMADRG. The same employer?
Mr. WEATHERFORD. Yes, sir. If the worker came lip to Georgia after

working in Florida, the peach season doesn't extend that full 20 weeks.
'This grower will not be liable for the tax and those workers' wages
would not be considered for computing unemployment.

Senator TALMAD0E. Twenty weeks is also lesIs than 5 months. That is
about the time they are planting and laying a crop. You would have
the same problem there?

Mr. WEATIHERFORD. Yes, sir.
Senator TALMADOE. It has been said that unemployment compensa-

tion for farmworkers would be expensive and that resultant high
taxes would be too great a burden for farm employers. As a result, the
taxes paid by all other employers would need to be increased.

Is this a general problem or just one that would exist in some States
such as Florida, where there is a large seasonal farm population?

Mr. WFATHEROIRD. Mr. Chairman, we have done some very intensive
studies of this which indicate that the problem would only occur
potentially in twb States, that is, California and Florida, anl also I
think it is important to point out that California already has a State
law covering these employees.

Senator TALMADGE. Do some States have rules about people who
work in-seasonal employment drawing unemployment compensation
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in the off season, and if they do, how many States and what are the
rules?

If we provide unemployment compensation to farinworkers should
we add special rules for collecting unemployment compensation into
off season I There are some rules like this in the House bill relating to
school employees and professional athletes at least. What is your
recommendation

Mr. lVFATImiFORD. Mr. Chairman, there are 11 States that have what
we classify as seasonal provisions in their law relating to nonfarm
employment. I believe that the House-passed bill does address this
issue, particularly in the area of schoolworkers, who cannot draw
benefits during the period when they are out of season, if you will.

Basically, in these States, if a worker becomes unemployed during
the season he can draw benefits, if it is outside of the season le is
denied benefits. A good example of a seasonal industry would be the
canning industry.

Senator TALMADMF.. For professional football players the season
is about 4 months and off duty is about 8. They could draw unem-
ployment compensation 8 months out of the year and earn $100,000 a
year in 4 months.

Mr. WFATIIERFORD. Yes, sir; we have had some difficulty in the last
year with respect to that and the House bill has a provision which
would deny benefits to professional athletes. I think we have some con-
cern and so will the States about how to administer that program
but we-

Senator TALMADGE. I believe some schoolteachers are drawing in-
employment benefits now, aren't they I

Mr. WP.AT11ERFoRD. Yes, sir.
Senator TALMADOE. Does the House bill correct that ?
Mr. WEATHERFORD. Yes, it extends the special uneml)loyment assist-

ance program for 1 year, Senator Talmadge, and requires that the
States deny benefits to these workers. Under their existing State laws,
States cannot deny those benefits because they must apply the same
rules to teachers they do to everyone else.

Senator TALMAD 0. It has been suggested that if unemployment
compensation is extended to migrant workers, the number of migrant
workers might be reduced from the low paid workers staying in their
home States and leaving ,rops in other States unharvested. Do you
have any fear about how the availability of unemployment compensa-
tion benefits might effect the supply of migrant labor?'

Mr. WEATHERFORD. Mr. Chairman, the migrant workers you are
referring to I think in most cases would not qualify under the program
because of the 20-week requirement I mentioned before.

Senator TALMADOGE. Well, in States like Florida and perhaps others
where you have a multiplicity of vegetables and fruits grown'I can see
it might be very easy for them to qualify in one particular State for
20 weeks.

Mr. Koiamxo. I think we ought to point out that the migrant work-
e ers are now covered under the special unemployment assistance pro-
gram. We haven't noticed any real significant change in the pattern
of migration or in the numbers of migratory workers available for
harvesting. As a matter of fact, it has been better the last year or two in
terms of the numbers available, as opposed to bringing in certified
aliens.
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Senator TALMADGE. Mr. Secretary, I have a number of additional
questions which will be submitted to you in writing and if you would
respond for the record we can save time in that manner.

Mr. MosKow. We would be happy to, Mr. Chairman.
[The questions of Senator Talmadge and answers by the Depart-

ment follow:]
ECONOMIC IMPACT OF TAX INCREASE

Question. The House bill proposes n significant increase in employer payroll
taxes. Some people have indicated that in view of the current economic situa-
tion, this may not be a good time to put these tax increases into effect? What
assessments do you have as to the possible economic effects of the proposed tax
increase?

Answer. The point at which a tax increase is most feasible is during a period
of economic expansion---such as the 1977-1978 period.

In addition, the tax increase will be phased in two steps which will further
cushion the impact of the increase. The tax rate increase will occur first in
January 1, 1977, but the tax base increase will not become effective until the
following year.

VALIDITY OF STATE SEASONALLY ADJUSTED DATA

Question. We hear various criticisms of using seasonally adjusted rates in other
indices. Is there an adequate data ba.be for the seasonally adjusted insured rates
for each of the States and would you supply for the record a detailed description
of how the rates would be computed? Would they be computed by each indi-
vidual State or would the Department of Labor make the computation?

Answer: An adequate data base does exist to perform the required seasonal
adjustment. Historical data from 1947 to the present are lacking only for Alaska,
Hawaii and Puerto Rico. For these three Jurisdictions, data are available from
1960 to the present.

The 13 week moving average of weeks claimed for each State would be com-
puted and seasonally adjusted by factors supplied by the Department of Labor.
The number of EB claims for the given week would then be added to the
seasonally adjusted figure. This combined figure would then be divided by the
level of covered employment computed by taking the average of the first four of
the prior 6 completed calendar quarters with respect to the quarter currently
under consideration.

IMPACT ON INDUSTRIES

Question. If the tax base increase proposed by the House bill is enacted, what
industries will have to pay more taxes and which will be more or less unaffected?

Answer. Industries which have a relatively high average employee wage rate,
to the extent that it is higher than $4,200 a year. would have to pay more taxes
as a result of the increase in tax base to $6,000. Employers with a lower average_
employee wage rate would pay a proportionately lower tax. An employer would
pay no greater tax on behalf of any employee whose annual wages were no higher
than $4,200.

State tax rates under experience rating, are based on employers' experience
with their workers' unemployment, usually measured by the amount of benefits
paid such workers. Experience rating should result in the highest rates being
allocated to employers with the poorest experience and the lowest rates to those
with the best experience. Where the wage base is unrealistically low, however,
the experience rating provisions are distorted since high-wage industries with
relatively poor experience actually pay a smaller percentage of their total pay-
roll in unemployment insurance taxes than low-wage industries with good
experience.

Example. Employer A and Employer B each has an experlence-rated tax rate
of 2 percent. Employer A has an average wage of $4,200 a year. His tax rate of 2
percent yields a tax of $84 per employee, which is also 2 percent of the total wage
Employer B has an average wage of $6,000. His tax rate of 8 percent also yields
percent yields a tax of $84 per employee, which is also 2 percent of the total wage.
Employer B is paying a considerable lower-percentage of his total payroll in UI
taxes than is Employer A, even though Employer B's employees will be entitled
to higher benefit amounts, since these payments are based on total wages.
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CHANGE IN TRIGGER PROVISIO'NS

Que8tion. The House bill would change the State trigger for extended benefits
from an unadjusted insured tnemployment rate of 4 percent and 120 percent
of the rate for the similar period for the past 2 years to a seasonally adjusted
rate of 4 percent without the 120 percent requirement. The reason for this change
seeni,. to be an expectation that the change from an unadjusted rate to a sea-
sonally adjusted rate will have much the same effect as the present provisions
were Ii tended to have. However, the data in the staff document (pp. 54-55) sug-
gests that the difference between tihe adjusted and the unadjusted rate is nearly
nonexiftont when averaged over a number of years. Can you give us some idea of
what t;-,e difference would be in individual States in specific years when the
unemployment rate in the States is high ?

Answer. The 4 percent seasonally adjusted trigger is designed to eliminate
extended benefit periods based solely on seasonal unemployment. The duration
of the regular program will handle the relatively short term seasonal unen-
ployment in most cases.

The impact of the seasonal adjustment procedure on individual States depends
on two factors: (1) The amount of seasonality in their unemployment, and
(2) The general overall level of unemployment. The process of seasonal adjust-
ment tends to smooth out the seasonal variations that may both trigger the State
on or off. If a State's IUR is above 4 percent most of the time with occasional
dips below due to seasonal variations then seasonally adjusting the trigger rate
will increase the number of weeks of EB. If the rate is generally below 4 per-
cent then seaonal adjustment will tend to keep the State frol-paying EB.

REPEAL OF INCREASED TAX AFTER 5 YEARS

Question. The House bill increases the net Federal tax rate in order to pay
off the Federal trust fund debt to the Treasury which is now about $8 billion.
When the tax expires In 5 years that debt will still be about $5 billion. Shouldn't
the tax increase remain in force until the debt is completely paid off?

Answer. We believe that this question should be studied carefully by the
National Study Commission which would be established by the bill. Beween
enactment of H.R. 10210 and expiration of the rate increase there would be
ample opportunity for the Commission to consider the adequacy of oth rate
and base in light of more current economic projections.

DOMESTIC WORKERS

Question. The rule for determining when household workers are covered cuts
out day workers who work full time but for several employers but covers the
person who works only two or three days a week for one employer. Why doesn't
it make more sense to cover the full-time worker and not cover the part-time
worker?

Answer. Coverage of a day worker who works for several employers would re-
quire application of the Federal tax to any employer who hires a worker to
perform domestic services, regardless of the length of employment. Although we
believe it would be desirable to cover all workers who work for wages even-
tually, the pattern over the history of this program has been to extend coverage
to previously excluded workers on a gradual basis. The House-passed H.R. 10210.
follows this pattern in that the extension of coverage to both domestics and
farm workers excludes services performed for small employers. These exclu-
sions reflect consideration of the administrative difficulties involved in asking
employers unfamiliar with retaining records, to submit regularly recurring forms
and to respond to requests involving adjudication of claims.

ADM iNISTRATIVE AND EXTENDED BENEFIT COST OF STATE COVERAGE

Question. The House bill proposes that the Federal funds not be made avail-
able. as they are under present law. to pay the administrative costs and the ex-
tended benefit costs connected with coverage of State and local government
employees.-This seems like quite a break with tradition and comes at a time
when many States and local governments are having real financial problems.
What sort of a burden is this cost to the Federal program and what would it be
to the individual States?

Answer. State and local governments are not now subject to the Federal un-
employment tax. Under the bill, this status would continue. Thus, in contrast
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to most other employers, States and their political subdivisions would not be
liable for other than benefit costs arising from coverage of their employees, and
would therefore contribute no revenue to Federal accounts, otherwise used for
administrative and extended benefit costs. Accordingly, the bill provides that
grants to the States to cover administrative costs be adjusted to omit those
administrative expenses resulting from coverage of State and local government
workers, Similarly, the 50 percent Federal share of the costs of extended bene-
fits (also derived from the Federal Tax from which public employers are exempt)
would not include payment for the costs of extended benefits attributable to cov-
erage of government workers.

States have made their own estimates as to what this effect will be, and based
on SUA experience it would appear that these costs would be quite minor. We
estate that enactment of these provisions would cost approximately $8 million
for Fiscal Year 1979.

FLEXIBLE STATE WAGE BASE

Question. From time to time suggestions have been made that the Federal law
requirement for a minimum State tax base should be eliminated. The Federal
tax is used to provide money for administer tive expenses, a loan fund and to pay
Federal benefit costs while the State tax is used to provide benefit payments.
Because the objectives of the two taxes are so different, could you explain why
the State should be required to use the Federal tax base as their minimum?
Would you submit for the record an analysis of the effect an increase in the
tax base to $6,000 will have on the State experience-rating rules?

Answer. The effect upon State experience rating systems of an Increase in tax
base depends upon how States adjust their experience rating systems and tax

-rate schedules.
An increase in the State taxable wage base does not necessarily mean that the

statewide tax yield must increase. If a State does not need additional tax reve-
nues to maintain sound financing of its unemployment insurance program-and
currently some States do not-it can adjust its tax structure accordingly. For
example, if a State now collects an average employer rate of 1.5 percent of taxable
wages on a taxable wage base of $4,200, it can restructure its tax schedule
downward to produce the equivalent total dollar tax yield on a $6,000 base.
For example: an average employer tax of 1.5 percent on a State taxable wage
base of $500 million would yield a return of $7.5 million. If the tax base were
increased to $700 million by Increasing the individual taxable wage base from
$4,200 to $6,000, an average employer rate of 1.08 would yield approximately
the same $7.5 million in taxes.

The State can put such a restructured tax schedule in effect concurrently with
the effective date of the higher wage base. H.R. 10210 provides that the increase
in taxable wage base first become effective as of January 1, 1978, allowing time
for implementing State action in 1977.

There is no Federal law requirement for a minimum State tax base. Bach
State, however, has a base at least as high as the base established in the Federal
Unemployment Tax Act so that employers in the State may receive full credit
against the Federal tax for taxes they pay under the State unemployment in-
surance law.

It is true that the taxes paid by employers to the Federal Government are used
for different purposes than the employer taxes paid to the States. A yield suf-
fleient to accommodate both purposes must, however, be predicated on an adequate
tax base. Adjustments to ensure proper financing of Federal liabilities are most
appropriately made by changing the net Federal tax rate after establishing an
adequate base. For these reasons, there would seem to be no compelling reason
why the structure of the Federal law, which has provided for a single taxable
wage base since the beginning of the program, should be changed to provide two
separate tax bases.

STATE AND LOCAL GOVERNMENT EMPLOYEES

Question. The Staff document reprints two opinions on the constitutionally
of extending coverage on a mandatory basis to employees of State and local
Governments. One, from the Department of labor says that there is no Con-
stitutional problem and the other. from the Library of Congress, suggests that
if the question were presented to the Supreme Court, the Court might rul,
either way. First, would you comment on the two opinions and, second, is there
some middle course we could take? By a middle course, I have in mind some In-
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ducement for the States to extend coverage but short of requiring them to do
S0.

Answer. As you have indicated, the Solicitor's Office of this Department has
issued an opinion which concluded that the National League of Cities case,
which was decided under The Commerce Clause of The Constitution, can be
clearly distinguished from the issue presented in extending coverage to State
and local employees and that the Congress has the power, under the taxing and
general welfare clause of the Constitution, to condition continued participation
in the Federal-State Unemployment Insurance program. We believe that this
opinion was sound when it was issued in June and is still sound.

The opinion of the Library of Congress held that "it is impossible to conclude
with any degree of certainty that a different result will be forthcoming from
the Court when it decides a case involving a statute enacted pursuant to the
taxing and spending power." We respect that opinion and submit that such is-
sues rarely reach the Court when there is such a degree of certainty about the
outcome. Since neither of the two opinions before the Committee concludes that
the proposed extension of coverage in II.R. 10210 is unconstitutional, we see no
basis for delaying Congressional action in this area.

As to possible alternatives to the bill's approach toward coverage, we know of
no feasible middle course that would accomplish the results as effectively. Leav-
Ing coverage of Local government employees solely to State initiative has re-
sulted in comprehensive coverage in only eight States, even though the States
would not have been liable for the administrative costs of such coverage. Al-
though, inducements could be provided, in the form of Federal subsidles in ex-
change for State coverage, we believe the most reasonable and equitable an-
proach is to establish coverage of public employees on the same basis as applies
to other covered workers.

Senator TALIMAPF.. Thank you very much for your comiuents and
your associates for their comments. It will be helpful in the delibera-
tions of the committee.

Our next witness is the Lieutenant Governor of the State of Massa-
chusetts. on behalf of the Coalition of Northeast Governors, the lIon-
orable Thomas P. O'Neill III.

We are hapy to have you with us. You may insert your full state-
ment in the record and summarize it as you desire.

STATEMENT OF HON. THOMAS O'NEILL, LIEUTENANT GOVERNOR,
STATE OF MASSACHUSETTS, FOR THE COALITION OF NORTHEAST
GOVERNORS

Lieutenant Governor O'NEI.L. Thank you, Senator.
I apologize for coming in a little late but I thank you nevertheless,

for the opportunity to testify before the committee this morning.
I am Thomas P.'O'Neill III, Lieutenant Governor of the Common-

wealth of Massachusetts. I am here today representing Governor--
Dukakis in my role as head of Federal-State relations for the
Commonwealth. -

I am also representing the Coalition of Northeastern Governors,
which includes the States of Connecticut, Massachusetts, New Jersey,
New York. Pennsylvania. Rhode Island. and Vermont.

The coalition was formed by the Governors earlier this year out of a
growing recognition that many of the economic, social, and fiscal
problems we face daily in our individual States, we also share in
common as a region.

So serious is the drain on unemployment trust funds and so grave
are the consequences for economic recovery that the seven Governors
have come forward, together, to present a Northeast perspective on
the financing of our unemployment compensation system.
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Since its enactment in 1935, the Federal-State unemployment insir-
ance system has often been characterized as controversial. And there
are today many areas deserving our attention. But clearly the burgeon-
ing fiscal crisis facing the trust funds presents the most serious threat
to the integrity an(d the very heart of the unemployment system in the
40-year history of the program.

'The unemployment insurance program has a great impact in each
State on personal incomes, ep loyer taxes, Fe(leral-St ate relations,
and competition for economic development. It is timely that this
committee is reexamining the system at a time when it faces its most
serious threat as insurer against the risks of unemployment..

The recent, almost disastrous, recession has demonstrated the vital
role played by the U.I. program in protecting the national economy.
The recession has also shown that the system's current financing
structure insures only against normal levels of unemployment and an
employer funded insurance system cannot protect society or our
economy against the risks of a protracted recession.

Through the first 35 years the system's financing mechanisms worked
veryv well. The State's prerecessionary reserves and the responsiveness
Of the tax system financed benefit payments through several reces-
sions. Typically: past recessions lasted about 18 months.

However, if our current recession has hit the Nation hard, it has
been devastating for the Northeast States. The States represented by
the coalition have experienced unemployment rates in excess of 6
percent for the past 60 months. And unemployment hit 15 percent in
some States.

The present unemployment insurance program was not designed
to finance benefit costs of this magnitude. For the first time in history
of the program, States have depleted their trust. fund reserves; 22
States have borrowed a total of $3.5 billion. Of this amount, $1.6
billion has been borrowed by States represented by the coalition.

The problem extends beyond the Northeast. For example, as of
June, Micligan had borrowed over $570 million, Illinois over $375
million. The State of Washington had borrowed nearly $150 million
and Alabama, $30 million.

By 1978 borrowing for State trust funds will total $16.5 billion.
In addition, loans to the Federal trust fund will add another $6.2
billion to the deficit for unemployment payments.

Most States have taken steps to repay their debt and to qualify. for
deferral of Federal Unemployment Tax Act increases. But as serious
as the debt is, the cure may be worse. Loss of future tax credit and
higher tax rates will make economic recovery slower in the very
States that need it nost. Capital that could go into expansion andt
creation of new jobs will instead go to the trust funds.Mr. Chairman, the solution to this problem is beyond the scope
of the program as it exists today. We are dealing with a crisis that
is national in scope-a crisis that clearly requires Federal direction
and initiative.

If we are to protect our workers and maintain the integrity of the
unemployment insurance program; if we are to stimulate an economic
climate conducive to the creation of jobs; and if we are to continue the
flexibility that has served the program so well until now-then new
measures, broader in scope, must be introduced to sustain the program
during periods of prolonged national recession.
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Therefore, we recommend the following:
1. The repayment of loans from the Federal Unemployment Insur-

ance Trust Fund due to the depletion of State trust fund reserves
should be deferred until insured unemployment falls below 4.5 percent
and the loans should be repayed over 10 years at a fixed penalty rate.

The Federal Unemployment Tax Act 'placed unlimited liability on
each State for financing benefits to their unemployed workers. The
experience of four decades of the Federal-State system of unemploy-
ment insurance is no longer a reasonable guide to the potential drain
on State trust funds during catastrophic recession or a series of close
following recessions.

To protect against such a catastrophy would demand the building
of immense reserves. But money in reserve is money that is idle. It
means less expansion, less investment, less capital to develop foreign
markets--in short, less money to take the most important step of all-
putting people to work.

It is far better to have to have two salaries to tax than having to tax
one job at a higher level, and paying unemployment benefits to the
second person.

.Ju.t as with other disasters, the system needs a good Federal backup.
For flood-prone areas we have a Federal coinsurance program to share
Ihe risk. We can't have a viable employer financed insurance system
unless the maximum risk is measurable. And we shouldn't force the
accumulation of immense reserves to deal with the unexpected. It is
therefore appropriate that the repayment schedule be modified to place
a ceiling on State liability during catastrophic recessions.

Since 29 States will be borrowing from the Federal fund during 1976,
the Governors recommend a 10-year loan repayment period after unem-
ployment falls below 4.5 percent and a fixed 0.5-percent penalty rate to
replace the existing graduated penalty tax rate.
-This repayment; plan is more realistic than what we have now and it

will help the private sector contend with the legacy of the recession.
2. Retrospective and prospective funding of Federal supplemental

benefits from general revenues.
The ravages of recent unemployment--its severity, and its dura-

tion-went far beyond anything people thought would be possible after
the Depression. The supplemental benefits program met the needs of
workers caught in the recessionary seige. In addition, during the course
of this recession, Congress instituted an expanded public service
employment program and a public works program to diminish the
severity of unemployment.

Still, it was not enough. While some say the economy is on the road to
recovery, the second quarter gross national product indicates the pace
is slowing down.

I doubt that the 7.5 million Americans who are out of work can take
solace from the glowing descriptions of economic recovery they hear
daily--especially when we know that the unemployment rate has
increased in each of the last 3 months.

The FSB program was passed as an emergency measure-a response
to the extraordinary pressures of millions out of" work with families to
house and to feed. It was passed as a temporary measure because no one
thought the need would last so long. And this is perhaps why Congress
felt there would be no need to change the financing mechanism.
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But now the need is clear and we must cope with the costs. Unemploy-
ment after 39 weeks is not the fault of individual employers and thus
the costs of prolonged national recession should not be charged to the
FIJTA tax.

The coalition strongly urges that effective January 1, 1975,_all loans
to the Federal trust fund for Federal supplemental benefits (FSB) be
forgiven. And all future FSB program costs should be funded solely
from general revenues.

Since the FSB debt from general revenues has already figured into
the fiscal 1977 budget resolution, no additional expenditures are
necessary.

And finally,
3. Extended benefits forgiveness:
The Northeast Governors recommend that effective January 1, 1975,

the trust fund of each State be credited with an amount equal to its
share of extended benefits. For States who have borrowed from the
Federal fund, this amount would be credited to the loan.

The extended benefits provision was originally conceived as a tech-
nique for supplementing the regular week maximum during times of
unusually high unemployment. Recent experience has demonstrated,
however, that high average unemployment and the extended benefits
triggers make 39 weeks of benefits the rule rather than the exception.

Therefore, it is appropriate that the extended benefits program,
established through Federal initiatives and mandated by Federal law,
be financed exclusively by the Federal Government. State financing
systems could then be geared, with more actuarial accuracy, to fully
financing State-mandated benefits.

In conclusion, Mr. Chairman, we are doing all we can to stimulate
economic growth. And we do not believe the full burden of economic
recovery lies with the Federal Government. But we need this legisla-
tion to continue our momentum in the face of staggering pressures on
the trustf-unds. -

These amendments will help us use our capital for creating jobs in-
stead of re saying a debt that is beyond the scope of what is reasonable.

Senator TALMADGE. Thank you very much, Governor, for your help-
ful suggestions.

You favor the portions of the bill that provide States and munici-
palities and counties be covered by unemployment insurance?

Lieutenant Governor O'NEILL. Yes, we do. I want to specify as
Lieutenant Governor of Massachusetts in that regard. I am not
speakingfor the Northeast Coalition in that respect.

Senator TALMAD E. How much will the taxes be on the State of
Massachusetts ?

Lieutenant Governor O'NrTL. We are presently changing the tax
for the State fund in legislation that is currently going through our
legislative process. We are changing the tax rate and the taxable wage
base.

So, we think that that will pretty much solve the problem. I will
tell you at the same time that we will not see a surplus in our State
fund perhaps until 1979 or 1980.

That is why we are asking for Federal assistance after the first 26
weeks of the mandated unemployment compensation program.
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Senator TALMADGE. I believe the benefit payments by 1981 will get
up to $260 million-

Lieutenant Governor O'NEILL. Over a p6iod of 10 years perhaps
we could restore the integrity of our State fund.

Senator TALMADor. According to this estimated unemployment
Jenefit payments based on State and local government-

Lieutenant Governor O'NEILL. I can't hear you, Mr. Chairman. I am
sorry.

Senator TALMADGE. The tax would be by 1981, $260 million. Will
that be the benefit or the tax paid? It would be $260 million in pay-
ments by 1981 according to our staff, Governor.

Do you think all of the local governments and all the counties are
prepa ied to pay that tax?

Lieutenant Goverior O'NEILL. I think both the State and localities
will have a difficult time in paying for benefits for their own employ-
ees. But these employees should be covered.

I would ho)e the committee would help out by striking the require-
ment in the House bill that States pay the administrative costs of
coverage of State and local employees.

I think they are striving to. I know most States in the Northeast
Coalition presently have filed legislation to remedy the financing prob-
lem, and I think "there they all collectively have put their best foot
forward in order to solve the problem. I think, again, some amount of
understanding is really in order here, and that is why I am before you
today speaking for them.

Senator TALMADoE. Thank you very much, Governor, we appreciate
your contributions to this committee's deliberations.

Lieutenant Governor O'NMLL. Thank you, Senator.
Senator TALMADE. Our next witness is Mr. Ross Morgan, president

of the Interstate Conference of Employment Security Agencies, Inc.
I have a message from Senator Bob Packwood, expressing his re-

ret that he won't be able to be here to hear your statement, Mr.
organ. He is involved in the conference on the tax reform bill in

the Longworth Building and asked me to express his regrets.

STATEMENT OF ROSS MORGAN, PRESIDENT, INTERSTATE CONFER-
ENCE OF EMPLOYMENT SECURITY AGENCIES, INC.

Mr. MOROA.,. Thank you.
Senator TALMADGE. You mav insert your statement in full in the

record and summarize it as you see fit, Mr. Morgan.
Mr. MoRA.-. Thank you for the opportunity to appear before you.

I have with me here John Crosier on my left, who is presidentelect
of our conference, who is also the administrator in Massachusetts.
On my right I have our staff members from our Washington office,
Mr. Goodwin and Mr. Heartwell.

Senator TALMADG.E. We are delighted to have all of you gentlemen.
You may proceed, Mr. Morgan.

Mr. MORGAN. Mr. Chairman, I will try to confine my statements I
think to about 5 minutes, if that meets your approval.

Mr. Chairman and members of the committee, my name is Ross
Morgam-I am administrator of the Oregon Employment Division
and president of the Interstate Conference of Employment Security
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Administrators of the 50 States, the District of Columbia and Puerto
Rico. Each of these State administrators is responsible for administer-
ing the unemployment insurance program as well as the employment
service program in his State.

The States have been very much concerned with weaknesses in the
unemployment insurance program and have worked with the Depart-
ment of Labor, the Congress, and interested groups to improve the
system. There is general agreement among the States that they want a
system strong enough and adequate enough to meet all types of
unemployment.

In testimony before the House Ways and Means Committee, the
Interstate Conference of Employment Security Agencies made rec-
ommendations designed to strengthen financing, improve benefit ade-
quacy, extend coverage, and improve the State trigger. We also rec-
ommended some seven comparatively minor, but still important
additional proposals.

Some of these recommendations differ from H.R. 10210 as it passed
the House. Howev6i, we realize that time is short and we are, there-
fore, in the interest of getting a bill this year, asking that you approve
H.R. 10210 as it passed the -House with the exception of section 212.
In summary, we therefore support:

1. A tax base of $6,000 effective January 1, 1978, with a temporary
rate increase to 0.7 percent effective January 1, 1977.

2. Coverage of an additional 9.5 million workers as proposed in
H.R. 10210.

3. State trigger provisions at 4 percent seasonally adjusted as pro-
posed in HR. 10210.

4. Seven minor amendments contained in H.R. 10210.
We oppose:
1. Section 212 which would shift administrative and extended

benefit costs for State and local workers from the Federal Government
to the States.

2. We oppose an extension of FSB beyond its termination date of
March 31, 1977.

With respect to financing, which is our most serious current prob-
lem, there has been a long-term trend toward less adequate reserves
resulting from an inadequate tax program. This inadequate funding
was suddenly and dramatically increased by the high unemployment
and unprecedented drain on the system during the past 2 years. In
fiscal 1976 some $17.5 billion was paid to beneficiaries through the
several different programs embraced by the system. State trust fund
reserves dropped from $11.9 billion in 1970 "to $4.5 billion in 1975.
Twenty-one States have had to borrow a total of $3.1 billion from the
Federal Government to pay benefits. If an adjustment were made for
this debt the total of State reserves would be reduced to $1.4 billion.
State deficits are still increasing.

The magnitude of our financial problem is evident. To meet this
problem the conference recommended to the House that the base go
to $6,000 January 1, 1976, and to the national average wage in covered
employment beginning January 1, 1977. We recommended that the
rate go from 0.5 percent to 0.7 percent January 1, 1976, and remain
there until 1983 or until the deficit is eliminated, whichever comes first.
The advantage of our proposal over the House Ways and Means pro-
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posal of $8,000 or the House-passed $6,000 is that our proposal would
keep up with rising wages, whereas the static wage base will be ob-
solete in a few years.

On the matter of coverage, the conference is on record in favor of
universal coverage, and we support the proposal in H.R. 10210 which
would bring into the system 9.5 million of the 1.5 million still not
covered. We believe that as a matter of simple equity, State and local
employees, domestic workers, and farmworkers should be brought into
the system. A highly desirable side effect of this coverage would be the
replacement of the SUA program -with its built-in inequities.

A majority of administrators in the conference also support the ad-
ministration s proposal to change the State trigger to an insured un-
employment rate of 4 percent seasonally adjusted. (This equals a total
unemployment rate of about 6 percent.) The 120 percent provision in
the permanent existing law has been suspended by the Congress on
eight different occasions. (It is suspended now until March 31, 1979.)
It is time that it now be replaced on a permanent basis. The provision
for seasonal adjustment of the trigger will meet most of the seasonal
problem the 120 percent requirement was designed to meet and with-
out the undesirable results.

It is a verv real problem because it isn't equal to all States. My own
State has high swings of unemployment because of seasonal unemplov-
ment. We have a lot of loggers, mlillworkers, people in the fruit cani-
ning business, construction people, and we take a wide swing each year
in normal years and that is why the triggering device is a problem,
too.

Senator TALMADGE. How do they deal with that problem?
Mr. MORGAN. We deal with it the best we can and we have become

accustomed to it, Senator and-
Senator TALMAGiE. As best you can doesn't tell me much. ITow is

that?Mr. MoRoAN. Well, we pay unemployment insurance to the seasonal
workers when they are unemployed through the winter months and
we think that is what the program is all about.

Senator TAL3ADOE. You do give insurance?
Mr. MORGAN. Yes.
Senator TALHADGE. You pointed out Oregon is a highly diversified

State. You have the highly productive agricultural fruit crops and
so on. I can see how it would be pretty easy for a fellow to get 20
covered weeks in Oregon harvesting fruit and then when the fruit
season is over he could sit down and draw unemployment compensa-
tion after working some20 weeks?

Mr. MORGAN. Well, in Oregon he could draw 26 regular weeks, 13
weeks extension and under FSB go on to 65 weeks.

Senator TALMADOF.. That would be 65 weeks. That is well over a year
unemployment compensation that he would earn for working 5
months.

Mr. MORGAN. That is true.
Senator TAr.MADwF. That would be a pretty good deal for someone

who wanted to loaf, wouldn't it?
Mr. MORGAN. That is right, and we are very concerned about this

but it isn't confined to farmworkers, all our workers have the same
problem.
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Senator TALM~fADGE. Do you have some remedies that you could make
to us to prevent that? We all know human nature. Most of them are
honest, most of them prefer to work, but you have some malingerers
who prefer not to work and if they can work for 20 weeks and then
be entitled to 65 weeks loafing money, a lot of people are going to
take the loafing money, aren't they?

Mr. MORGAN. I agree with you, Senator, and it has to do with better
administrative control. We are doing that in our State. We have got
several programs going where we are working with people who have
been on benefits longer than 26 weeks, a very concentrated program.
If we do our job in the States and Congress backs us up with adequate
staff to do the job, we can put a stop to the people not really looking
for work but saying that they are. That is the biggest problem in this
program.

Senator TALMADGE. Do you have any recommendations, either you or
your associates, that we might write onto the act and try to deal with
that particular problem? We would be interested in hearing it.

Mr. MORGAN. I think if the Congress would speak to the fact that
there is no doubt that they feel that there should be adequate adminis-
trative work done in this field to see to it that people are really look-
ing for work, are available for work, that is the big issue.

If they are doing these two things and we have staff in order to
followup and police this type of thing, then I think we would be all
better satisfied with the program because nobody believes that people-
ought to be paid just to sit down who are not really in the work force
and not looking for work.

Senator TALMADOE. Thank you very much for your contributions
and the contribution of your associates.

[The prepared statement of Mr. Morgan follows:]
STATEMENT BY Ross MORGAN, ADMINISTRATOR, OREGON EMPLOYMENT DIVIsION AND

PRESIDENT, INTERSTATE CONFERENCE OF EMPLOYMENT SECURITY AGENCIES, INC.

PRINCIPAL POINTS IN STATEMENT OF ROSS MORGAN, PRESIDENT, INTERSTATE
CONFERENCE OF EMPLOYMENT SECURITY AGENCIES

In testimony before the House Ways and Means Committee, the Interstate
Conference made recommendations designed to strength financing, Improve ben-
efit adequacy, extend coverage, and Improve the State trigger. The Conference
also recommended mome seven comparatively minor but still important additional
proposals.

Some of these recommendations differ from H.R. 10210 as It passed the House.
However, we realize that time Is short and we are, therefore, in the interest of
getting a bill this year, asking that the Senate approve II.R. 10210 as it passed
the House with the exception of See. 212. We therefore support :

1. A tax base of $6,000 effective January 1, 1978 with a temporary rate In-
crease to 0.7% effective January 1, 1977.

2. Coverage of an additional 8.6 m lion workers as proposed In H.R. 10210.
3. State trigger provisions at 4% Insured unemployment rate seasonally ad-

Justed as proposed in H.R. 10210. (This equates to about a_6% total unemploy-
ment rate.)

4. The seven minor amendments contained In H.R. 10210.
We oppose:
1. See. 212 of IT.R. 10210 which would shift administrative and extended bene-

fit costs for State and local government workers from the Federal government
to the States.

2. On a separate but related matter we oppose an extension of FSB beyond
its termination date of March 31, 1977.

Mr. Chairman and meml)ers of the Committee, my name is Ross Morgan. I am
Administrator of the Oregon Employment Division and President of the Inter-

78-153-76-----4
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state Conference of Employment Security Agencies. I am here today to represent
Employment Security Administrators of the 50 States, the District of Columbia
and Puerto Rico. Each of these State Administrators is responsible for admin-
istering the unemployment insurance program as well as the employment serv-
ice program in his State.

During the past two years the unemployment insurance program has been
tested to a greater degree than at any time in its history. We have had more un-
employment and higher benefit loads than ever experienced by the program. To
meet this load the Congress supplemented our regular system with the extension
of duration up to 65 weeks through the Federal Supplemental Benefits Program
and filled the gaps on coverage by passing the Special Unemployment Assistance
Program.

With the tremendous stress of unprecedented workloads, many emergency
measures had to be taken and delays in benefit payments were inevitable. To
the credit of the system, the States got on top of the Job in a short time and bene-
fits are being paid promptly in most situations now.

The States have been very much concerned with weaknesses in the unemploy-
ment insurance program and have worked with the Department of Labor, the
Congress, and interested groups to improve the system. There is general agree-
ment among the States that they want a system strong enough and adequate
enough to meet all types of unemployment.

In giving consideration to necessary changes in the program the Conference,
working through its Legislative, Unemployment Insurance, and Benefit Financing
Committees. developed proposals which were then submitted to all States in ar-
riving at a Conference position.

In testimony before the House Ways and Means Committee, we made recom-
mendations designed to strengthen financing, improve benefit adequacy, extend
coverage, and improve the State trigger. We also recommended some seven com-
paratively minor but still important additional proposals.

Although we believe all of our recommendations make good public policy, we
realize that time is short and we are, therefore, in ie interest of getting a bill
this year, asking that you approve H.R. 10210 as It passed the House with the
exception of Sec. 212. We therefore support:

1. A tax base of $6.000 effective January 1, 1978 with a temporary rate Increase
to 0.7% effective January 1, 1977.

2. Coverage of -an additional 8.6 million workers as proposed In H.R. 10210.
3. State trigger provisions at 4% IUR seasonally adjusted as proposed in H.R.

10210.
4. Seven minor amendments.
We oppose:
1. See. 212 which would shift administrative-extended benefit costs for State

and local workers from the Federal government to the States.
2. An extension of FSB beyond termination March 31. 1077.
With respect to financing, there has been a long-term trend toward less ade-

quate reserve s resulting from an Inadequate tax program. This inadequate fund-
Ing was suddenly and dramatically increased by the high unemployment and
unprecedented drain on the system during the past two years. In fiscal 1970
some $17.5 billion was paid to beneficiaries through the several different pro-
grams embraced by the system. State trust fund reserves dropped from $11.9
billion in 1970 to $4.5 billion In 1975. Twenty-one States have had to borrow a
total of $8.1 billion from the Federal government to pay benefits. If an adjust-
ment were made for this debt the total of State reserves would be reduced to
$1.4 billion. State deficits are still Increasing.-

The magnitude of our financial problem Is evident. To meet this problem the
Conference recommended to the House that-the base go to $6,000 January 1, 1976
and to the national average wage In covered employment beginning January 1,
1977. We recommend that the rate go from 0.5% to 0.7% January 1, 1976 and
remain there until 1983 or until the deficit Is eliminated, whichever comes first.
The advantage of our proposal over the House Ways and Means proposal of
$8,000 or the Ilorse-passed $6,000 is that our proposal would keep up with rising
wages whereas the static wage base will be obsolete In a few years.

The position of Stqte Administrators on federal standards for benefit adequacy
Is far from unanimous. A good many State administrators are opposed in prin-
ciple to benefit standards while others are opposed on the basis of adding addi-
tional costs until we have pulled out of our present fiscal difficulties. On the other
hand, there Is a widespread conviction among administrators that benefits should
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ho adequate enough in all States to meet the minimum needs of the unemployed,
and that the system as a whole should be adequate enough to forestall congres-
sional approval of special unemployment benefit programs. In evaluating all of
these factors a majority of State administrators favored support for the Admin-
istration's proposal for a federal standard on State maximums. As you know, tLis
proposal was not accepted by the House.

On tie matter of coverage, the Conference is on record in favor of universal
coverage, and we support the proposal in HI.R. 10210 which would bring Into the
system 8.6 million of the 11.2 million still not covered. We believe that as a mat-
ter of simple equity, State and local employees, domestic workers, and farm work-
ers should be brought into the system. A highly desirable side effect of this cov-
erage would be the replacement of the SUA program with its built-in inequities.

A majority of Administrators in the Conference also support the Administra-
tion's proposal to change the State trigger to an insured unemployment rate of
1% seasonally adjusted. (This equals a total unemployment rate of about 6%.)
The 120% provision in the permanent existing law has been suspended by the
Congress on eight different occasions. (It is suspended now until March 31, 1979.)
It is time that it now be replaced on a permanent basis. The provision for seasonal
adjustment of the trigger will meet most of the seasonal problem the 120%
requirement was designed to meet and without the undesirable results.

Our recommendations to the House and the provisions in II.R. 10210 as it
passed the House are significantly different on both financing and the provision
for benefit standards on maximums. Athough we have not had occasion to change
our basic position on these two items, it would appear to us that it is unrealistic
to expect to get these changes in the short time left in this session of the Con-
gress. Aix effort to do so might endanger the passage of any unemployment Insur-
ance bill this session of Congress.

The unemployment insurance system lit very much In need of financial relief.
We also need the additional coverage which would more adequately provide for
workers not covered and would permit dropping the troublesome SUA program.
Therefore, we desperately need a bill. For this reason we are ready to support
H.R. 10210 as it came to you from the House with one exception.

We strongly believe that the Senate should eliminate from H.R. 10210 Sec. 212
which transfers the administrative costs and the federal share of extended bene-
fit costs for State and local government employees. These costs have been paid
by the Federal government since the beginning of the program, and we believe
this is a particularly poor time to saddle the States and localities with this bur-
den. It would add a large administrative burden to distribute and collect the
costs among cities, counties and other local governments.

The proposal is highly inequitable because it would continue to pay adminis-
trative and extended benefit costs for the federal programs (UCV, UCX) from
the FUTA tax. Section 212 was not convered by the rule under which the House
voted on H.R. 10210, and the House, therefore, did not have an opportunity to
vote on this issue. We believe, however, that the House would accept the elimina-
tion of See. 212 if it were voted by the Senate.

Before closing my testimony Mr. Chairman and members of the Committee, I
would like to comment on the quality of the job done by the unemployment insur-
ance system. I earlier made reference to the tremendous load of the past several
years which resulted in some delays in payments. It is also true that there have
-been some abuses in the system. This Is Inevitable in a program of this size,
particularly when the workload is climbing steeply. However, evidence that the
States are doing a good policing job is contained in figures released by the De-
partment of Labor for 1975. These figures show that the States found some six
million claimants ineligible for benefits in the one year. This included those that
lacked qualifying requirements of the law, those that quit their Jobs or were dis-
charged for cause and those that failed to look for work or refused work that was
offered.

In the same year the States identified about $75 million In overpayments, half
of which were fraudulent. $48 million of this amount was recovered.

I submit that this record is good and would compare favorably with other
government programs or private programs making large numbers of payments to
individuals.

Mr. Chairman, it is our understanding that since your committee has Juris-
diction over FSB you may give consideration to proposals to extend this program
when it expires next March 81. Although the Conference had earlier supported
this program, a poll taken August 10, 1976 was opposed to extension by a vote of
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14 for extension and 29 opposed. Our change In position Is related principally to
a drop in the unemployment rolls and the fact that a number of States have trig-
gered off and the program is not Dow In operation In those States.

Mr. Chairman and members of the Committee, I would like to repeat that we
very much need an unemployment insurance bill this session of Congress. Al-
though H.R. 10210 will not solve all of our problems, it will help tremendously,
and we urge that you approve It but without Sec. 212. Thank you very much.

Senator TALMAPXIE. Our next and final witness is Mr. Patrick Banks,
an old friend, and I particularly welcome him to the committee.

STATEMENT OF HON. PATRICK BANKS, REPRESENTATIVE,
GEORGIA STATE HOUSE OF REPRESENTATIVES

Mr. BANKS. My good friend, Senator Talmadge, Mfr. Chairman, I
am delighted to be before this committee. I have been, I guess, looking
into the unemployment law for about 12 years.

Mr. Chairman, let me first state I am not here today to oppose the
concept of unemployment insurance, I am here today to oppose H.R.
10210 as written for farmworkers, domestics, and I may be a little
offkey from the House version that was originally passed'since I have
been in an election year down in my State of Georgia, I haven't kept
that close contact with what happened in the hIouse version, the
changes. and so forth.

But the farmworkers, the municipalities, the domestic workers,
State municipalities; I am concerned about the cost to the farmer, as
you are well aware, that when a farmer this day and time has no way
to give a price on his crop, lie takes his tomatoes, takes his tobacco,
takes his whatever to the market, lie doesn't have a 33-percent markup
on his crop. he doeQn't hnve a 50-percent markup.

When lie takes his crop to the market lie asks what will you give me
and he pretty well takes what they offer. Ile has to take it.

It is going to put a very large'strain on the farm business, I think.
in our particular State of Georgia. I am concerned with the domestic
help that the bill calls for, and I could be wrong there, but where a
person in a household biis a maid 1 day a week, or whatever, they are
going to be burdened with paperwork to send to the Government, send
money to the Government and this type of thing. I am not saying they
shouldn't be covered but it is going to put a very large strain on that
property owner. States and municipalities, Mr. Chairman, in our par-
tieular county of Macon and Butts County if this becomes law, it will
cost our State and county $1,337,000 a year. Where can we get this
-kind of moneyI Through ad valorem tax. Our ad valorem tax in
Macon and Butts Counties is the largest in the State of Georgia.

We don't have any way to increase taxes unless you reevaluate the
homes.

My other concern I would like for the committee to maybe think
about is some amendments to this bill that I spoke to you about back
maybe a year or so ago, about an employee that is exempt from draw-
ing unemployment. If the employee is exempt, like a high school per-
son or a college person that is working part time for an employer, we
will take a restaurant that may only need an employee for we will
say 2 hours per day or 3 hours for their lunch hour, and this type of
thing. That employee that is going to college that may be out of
school for those 3 'hours or the rest of the day is actually making
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part-time money to play around with or to continue their education
yet that employee is exempt from drawing unemployment.

Now, I have talked to tie Federal Labor Department, I have talked
to our State labor department; they say they are not exempt. Well, I
had seven employees that were college students when my business
closed. I turned around and took all seven down to the labor depart-
ment. They said that they could not draw unemployment insurance.

I can understand why because we don't want to pay unemployment
to somebody who is going to school. That is one of the basis that I
oppose this bill because I think it has gotten to -the point that it is
another welfare program thatour country can't stand. The concept
of unemployment insurance is great.

As I stated before, but it is going away when you extend benefits
for a year and 3 months to an employee that doesn't want to work.

In the State of Georgia, in our Georgia bill, I personally this year
l)ut an amendment to it where if a person walks off his job he is not
entitled to draw unemployment insurance. So, we have cut down a
great deal in the State of Georgia.

As an individual in the State of Georgia, that makes $180 per week,
lie can sit home and draw unemployment insurance and the other bene-
fits that go along with it and make $73 more a week nonworking than
lie can working with a job making $180 a week. I am talking about
with other benefits that go along with the $90 a week unemployment.

Senator TMMADOE. You are talking about the tax exemption also
plus the cost of going to and from the site of the job?

Mr. BANKS. That is correct, sir.
Senator TALMADOE. In other words, what you are telling me is if he is

drawing unemployment compensation in Georgia, at present he could
earn $.73 more a week by drawing unemployment compensation than
lie could by working?

Mr. BAN-KS. That is correct, sir. That is a man is eligible with a wife
and two children that is drawing $180 a week, if I was to lose my job
or before the amendment passed in the Georgia Legislature this past
year I presented, I could have quit my job and drawn $90 a week plus
food stamps and the other necessary things and I wasn't counting the
gasoline to and from work or the automobile, I was talking about. the
food stamps, unemployment, and so forth, and you could draw $.73
more.

Senator TALMADE. Medicaid? Does that include medicaid benefits?
Mr. BANKS. That is correct. And, I am just really concerned also with

another amendment I would like for you all to consider.
I asked the Speaker of the House of Representatives this year, this

past year, to set up an unemployment compensation committee. We
toure(l several military bases in the State of Georgia, several State
employees, and so forth, that had retired. Some of them had retired
as high as $20,000 per year and drawing unemployment compensation.
I think this is unfair to the l)eople in this country as in our State.

Senator TATAMADOE. I understand you to say that one individual could
draw $20,000 in unemployment compensation?

Mr. BANKS. We found not only one, we found seven in our investiga-
tion.

Senator TALMArE. That was fraud, applying under several different
names? I thought there was a limit on the benefits, a limit on the
benefits in Georgia.
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MNr. BANKS. The limit? -
Senator TALMADOE. The ceiling. You have a maximum payment.
Mr. BANKS. Yes, sir. $90.
Senator TALMADGE. $90 a week?
Mr. BANKS. Yes. But a person that can retire at a military base, a

lieutenant colonel, is going down and drawing unemployment after
drawing this retirement.

Senator TALMADGE. Now I understand what you are talking about.
You are talking about military retirement plus his unemployment
compensation?

Mr. BANKS. Yes; and I think this is one of the concepts, this is one
of the reasons that I am opposing such a bill because a man making
$18,000 a year, let's give it to the man who needs it, let's give it to the
man that is deprived of a job, that really needs this $90.

Senator TALMADOE. I certainly agree with you. If someone is draw-
ing retirement benefits from the Federal Gov'ernment in that mini-
tude, he certainly ought not to have unemployment benefits added
to it.

Mr. BANKS. Correct.
Senator TATMADGE. Because the object of this retirement was to

provide security for him when he was not. working. So-we are giving
him a double dip in the illustration that you mentioned.

You put your finger on one of the problems that concerns me about
this bill. You are thoroughly familiar with our State, of course. In
agriculture, the production of a crop normally takes 4 or 5 months.
That would be just about the amount of time to qualify one for unem-
ployment compensation under the House-passed bill.

You heard by colloquy with the Director of Unemployment Security
of Oregon, if one qualified by working 20 weeks then'he could draw
unemployment compensation for a maximum of 65 weeks after that
temporary job ceased to exist. Now, how would you recommend that
the committee approach that so we would not provide a greater incen-
tive for not working than we have for working. You have already
pointed out one such instance.

Mr. BANKS. Mr. Chairman, I am working on a proposal right now
for our State unemployment insurance to be presented this year in the--
general assembly but I have not completed it and I will be happy to
send it to you.

Senator TALMADGE. When you do I would appreciate it greatly, if
you would submit it to the staff for the committees' examination.

I want to thank you for your very helpful and constructive hsgges-
tions that you have made to the committee. We were delighted to liave
you appear before us.

Mr. BANKs. Thank you.
Senator TALMADGE: The committee will stand in recess until 10 a.m.

tomorrow morning.



UNEMPLOYMENT COMPENSATION AMENDMENTS
OF 1976

THURSDAY, SEPTEMBER 9, 1976

U.S. SENATE,
Co3[M.srrrrEE ON FINANCE,

Wash7ington, D.C.
The committee met, pursuant to notice, at 10:15 a.m. in room 2221,

Dirksen Senate Office Building, i1on. Michael Gravel presiding.
Present: Senators Gravel and Brock.
Senator GRAVEL. The hearing will come to order.
Our first witness today is the Ihonorable Dewey Bartlett.
Let me state that we have a large list of witness-s to hear. I would

just like to state that because of the exigencies of time, we have in-
formed the witnesses that we would like to limit testimony to 5 minutes.

We will receive all statements in full in the record so that the record
will not be deficient in that regard. In order to accommodate all the
witnesses and the problems we have in scheduling for the hearing, the
witnesses will understand.

I know, Senator Bartlett, that you understand this as well as I do.
If you will kick our hearings off today, it is a measure to see you.

STATEMENT OF HON. DEWEY BARTLETT, A U.S. SENATOR FROM
THE STATE OF OKLAHOMA

Senator BARTLETr. Mr. Chairman, r do understand and before me
I have my short version. I ask unanimous consent that the long version
be included in the-record.

Mr. Chairman, I also thank you for having thee hearings, and you
and the members of the committee for the opportunity to present
testimony on two bills which I introduced to reduce the total cost of
unemployment compensation by eliminating the double dip loopholes.

These two pieces of legislation, S. 3216 and S. 3529 should be con-
siderel by the committee for inclusion as amendrients to l-.R. 10210.

I will briefly summarize the contents of these two bills, and I request
that the text ;f my full statement be inserted in the record.

S. 3216, introduced March 26, 1976, amends chapter 85 of title 5 of
the United States Code to provide that unemployment compensation
for all Federal retirees, both uniformed and civilian, would be elim-
inatel in most cases because the retiree only receives unemployment
compensation where it exceeds his or her pension, and then only the
amount by which the unemployment exceeds the pension.

S. 3259, introduced on January 8, 1976, amends the Emergency Un-
employment Compensation Act of 1974 anitthe Federal-State Extend-

(49)
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ed Unemployment Compensation Act of 1970. This bill provides that a
private sector retiree would have his or her unemployment compensa-
tion reduced by the amount of the pension. The retiree only draws un-
employment where it exceeds the retirement pay and that amount is
the increment above the pension.

The committee should note that these bills complement each other
and are specifically designed to reduce the Federal dollars that are ex-
l)ended on unemployment compensation leaving each State to make its

,, own decision on how to depend its own unemployment compensation
funds.

The analysis done on these two sections shows that some $187 million
is being expended annually on unemployment compensation benefits to
retirees. The private sector retiree accounts for some $71.1 million of
this total.

A hypothetical example may be useful to illustrate the possibilities.
An individual who retired from a job at 65 and began drawing a pen-
sion of $1,000 per month could, in many States, also draw unemploy-
ment compensation up to as much as $416 a month for 64 weeks. This
9116 is in addition to the pension received, and social security. This
same situation could apply to a Federal retiree, many of whom also
receive social security because of employment in the private sector prior
to Government service, or immediately thereafter.

Certainly we have established the 'need to provide for those in-
dividuals who are temporarily out of work, and who are actively seek-
ing to rejoin the labor force. However, providing unemployment finds
to retirees is contrary to the purpose of unemployment compensation.

Over half the States allow for this abuse to some extent or another,
and S. 3216 and S. 3,529 seek to resolve this problem. Again, they
neither totally disqualify the retiree from unemployment compen-
sation, but the bills do provide for a reduction, dollar for dollar, where
Federal tax moneys are being expended. In most cases, these amend-
ments would eliminate the necessity of payments.

There is strong support throughout the Nation for reform of our un-
employni6nt compensation system, and I propose these two amend-
nients as a beginning to halt the unnecessary drain on those often much
needed unemployment con sensation funds.

Again, thank you, Mr. Chairman and members of the Finance Com-
mittee, and I submit my entire statement, including a letter from the
U.S. Postal Service in support of these amendments, in the record.

Senator GRAVEL. Thank you very much. We appreciate it.
[The prepared statement and letter of Senator Bartlett follow:]

STATEMENT BY SENATOB DEWEY F. BARTLETT

Mr. Chairman : I would like to thank you and the committee for the olortunlty
to present testimony on two bills which I introduced to reduce the total cost of
unemployment compensation by eliminating the double-dip loopholes. These two
pieces of legislation should be considered by the committee for inclusion as
amendments io H.R. 10210.

S. 3216, introduced on March 26, 1970, would amend Chapver F,5 of Title V of
the United States Code, to provide that unemployment com.leawition for all fed-
eral retirees, both uniformed and civilian, would be reduced by the amount of bene-
fits payable under any federal pension system. The reduction would eliminate
unemployment compensation, but would not affect the retirees pension. The net
result of the passage of this amendment would be to close a loophole which jron'
rides overlapping payments of both unemployment compensation and federal
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pensions out of federal funds. The retiree would only receive the amount of coln-
pensation that exceeds the pension, and then only the amount by which the coin-
pensation exceeds the pension.

S. 3529, which I introduced on June 8, 1976, would amend the Emergency Un-
employment Compensation Act of 1974 and the Federal State Extended Unem-
ployment Compensation Act of 1970. This bill provides that a private sector
retiree would have his or her unemployment compensation reduced by the amount
received from any annuity or pension. -This bill is specifically designed to accom-
pany S. 3210. The objectives and methods of implementing each are closely related
in tlat they affect only federal money and do not interfere with states making
decisions concerning their own unemployment compensation funds. I believe tlat
both bills are necessary reforms to the unemployment compensation system.

Tile need for tills legislation is clear. In an analysis prepared by Evans Whitt
of the Associated Press, it Is estimated that over 90,000 federal retirees and 71,000
private sector retirees receive unemployment compensation. The total expendi-
tlures in 1974 was estimated to be $187 million. Tile private sector accounts for,
at tile minimum, $71.1 million of tills total. In addition, there is a wide discrep-
ancy from state to state between amounts received and the length of tinie that
individuals may draw the compensation. The following is a portion of Mr. Whitt's
analysis, and I include it in my testimony to elucidate the situation which exists
from state to state.

"In 10 States, including many of those with the most unemployed, both private
and Government pensioners can draw full unemployment benefits. The States are:
Alaska, Arizona, California, Georgia, Hawaii, Kansas, Kentucky, Nevada, New
Jersey, New Mexico, North Carolina, North Dakota, Rhode Island, South Carolina,
Texas, and Vermont.

Im 15 other States, many retirees from the military can draw full benefits, while
host non-Government pensioners can not. These are: Arkansas, Connecticut, Flor-
Ida, Idaho, Town, Louisiana, Maine, Massachusetts, Missouri, Nebraska, New
Hampshire, Ohio, Oklahoma, South Dakota, and Tennessee.

In eight of the above States, Federal civilian pensioners can receive more job-
less pay than most other pensioners; despite Federal law saying ex-Federal em-
ployees shall receive the same benefits as other jobless persons.

In Louisiana and South Dakota, all those drawing Government pensions also
can draw full unemployment benefits, while retirees from private busimless face
reduced Jobless benefits because of their pensions.

In Massachusetts and Oklahoma, Federal pensions-military and civilian-
can draw full Jobless pay. In those States, jobless benefits for other retirees can
be reduced or eliminated because of their pensions.

In Ohio, all Federal pensioners and all other retirees who contributed to their
own pension plans can draw full unemployment checks. Others face a reduction
In benefits.

In Missouri, Nebraska, and Connecticut, Federal civilian pensioners and some
private pensioners can draw full benefits--at least Initially-whlile other pen-
sioners face reduced Jobless pay. Delaware also treats Federal pensioners in this
mnnner, but reduces Jobless benefits going to military pensioners.

In tile other 19 States and the District of Columbia, unemployment benefits may
ie reduced if the applicant draws a pension. The amount of the reduction varies
and can mean the pensioner gets no jobless check."

Therefore, the need to amend both the Emergency Unemployment Compen-
sation Act, the Federal State Extended Unemployment Compensation Act and
Title V are clear. S. 3529 will reduce expenditures by at least $71.1 million, and
on an even broader scale, S. 3216 will save American taxpayers over $100 million.

The question of mandatory termination from employment under unemploy-
ment laws is provided on the basis that retirement is mandatory because the
employee reaches a certain age set by his or Iler employer. The retiree then may
-apply for unemployment compensation and receive it. Although the retiree must
seek a job, usually a statement to that effect is satisfactory to fulfill the statu-
tory requirements. Besides this perfunctory statement, it is virtually impossible
for a State employment security commission to locate a Job for a retiree, In that
this person is at the peak of his Income but declining in productivity.

A hypothetical example cited by Evans Whitt may be useful to illustrate the
possibilities. An individual who retired from a job at 65 and began drawing a
pension of $1,000 per month could, in many States, also draw unemployment
compensation up to as much as $416 per month for 64 weeks. This $416 is In
addition to the pension received and social security.
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Certainly we have established the need to provide for those individuals who are
temporarily out of work, and who actively seek to rejoin the labor force. However,
providing the funds to retirees is contrary to the purpose of unemployment com-
pensation and is of even greater concern because of the drain that has been
placed on these funds during the recession of the past several years.

The purpose of unemployment compensation has been outlined by the Depart-
ment of Health, Education, and Welfare in their publication of January 1973,
entitled "Social Security Programs in the United States." On page 55, HEW
stated:

"Unemployment insurance programs are designed to provide cash benefits to
regularly employed members of the labor force who become involuntarily unem-
ployed and who are able and willing to accept suitable jobs."

The original report to the President by the Committee on Economic Security,
published in 1935, stated on page 4 that:

"Unemployment compensation, as we conceive ii, is a front line of defense
especially valuable for those who are ordinarily steadily employed * * *,"

These descriptions clearly do not apply to the retiree who has ceased his em-
ployment, left the labor force, and is receiving a retirement pension. The inten-
tion of the Unemployment Compensation Act is concisely summed up in the first
sentence of a book written by Merrill G. Murray, staff member of the Committee
on Economic Security. Mr. Murray published a book entitled, Unemployment
Insurance In the American Economy, and In the opening sentence of chapter 2,
"The objectives of unemployment Insurance," he stated:

"The primary objective of unemployment insurance is to alleviate the hard-
ship that results from the loss of income during unemployment. Other objectives
are secondary."

The abuses of the Unemployment Compensation Program have reached a level
that cannot be tolerated. In Oklahoma alone, some $2 million Is unnecessarily
being paid to Federal Civil Service and Military retirees. There are 24 States
which allow Federal civilian retirees to draw unemployment compensation and 31
that allow military retirees to draw unemployment compensation. S. 3216 does
not totally disqualify Federal retirees from unemployment compensation, but it
does provide that they may only draw unemployment compensation which ex-
ceeds the amount of their entitlement from a Federal retirement program. In
most cases this amendment would eliminate the necessity of these payments
entirely.

Mr. Chairman, I would also like to submit a copy of a letter from Mr. W. Allen
Sanders. Assistant General Counsel, Legislative Division of the United States
Postal Service. Mr. Sanders' letter which was forwarded to the committee states
the Postal Service's support for the enactment of S. 3216 and S. 3529.

There is strong support throughout the Nation for reform of our unemploy-
ment compensation system. Unemployment compensation and pensions perform
two entirely different functions. The amendments I propose will halt the unneces-
sary drain of unemployment compensation funds to those who require them the
least. Therefore, Mr. Chairman, I urge inclusion of these bills In the final markup
of 11.1. 10210. U.S. POSTAL SERVICE,

LAW DEPARTMENT,
WasMngto^ D.C.

DEAR MR. CTAIRMAN: This is in regard to S. 3216, "To amend chapter 85 of
title 5, United States Code, so as to provide that unemployment compensation
* * * payable to a Federal employee for any week shall be reduced (but not
below zero)-by the benefits payable to him with respect to such week under a
Federal pension system ;" and S. 8529, "To amend the Emergency Unemployment
Compensation Act of 1974 * * 0. and to amend the Federal-State Extended
Unemployment Act of 1970 * *." Although we have not received a formal re-
quest to furnish our comments on these bills, we believe It is appropriate to
furnish you our views concerning their Impact on the Postal Service.

These bills would reduce some unemployment compensation by the amount
by which recipients are entitled to certain pension benefits. To the extent that
former postal employees also receive pensions covered under the bills, the Postal
Service would be able to reduce Its payments for unemployment compensation.
Aceordinaly, the Postal -Service supports their enactment.

S. 3216 would reduce unemployment compensation payable to a Federal em-
ployee (defined in U.S.C. I 8R3(3) as anyone who has performed Federal serv-
ice) by the amount to which the employee is entitled to a Federal pension (in-



53
eluding a military pension). The bill would override State laws which allow some
retiring Federal employees, including Postal Service employees, to collect unem-
ployment while retiring on Federal pensions. The bill contains a "grandfather
clause," j 1(f) (2) of the bill, which prevents the bill from affecting employees
who are already receiving unemployment compensation when the legislation
takes effect.

If S. 3216 were passed, S. 3529 would provide little additional benefit to the
Postal Service. S. 3.529 would reduce certain unemployment benefits of any em-
ployee, public or private, receiving a pension from any source. Since almost all
postal employees on pensions are receiving Federal pensions which are covered
in S. 3216, the niunber of additional employees covered under S. 529 would
be small. However, if S. 3529 were passed without S. 3210, it would provide
some savings for the Postal Service. S. 3529 applies only to Federal payments
under the Federal-State Extended Unemployment Compensation Act of 1970
(27th through 39th weeks of unemployment) and the Emergency Unemployment
Compensation Act of 1974 (40th through 52d weeks). The bill would reduce
payments under these Acts, but would not reduce either the 50% share paid
by the States under the 1970 Act, or any payments under regular unemployment
compensation (1st through 26th weeks) or the Special Unemployment Assistance
Program (53d through 65th weeks). Since the Postal Service is ultimately re-
sponsible for all unemployment payments made to its former employees, it
would continue to be liable to the States for payments made under programs
not covered by S. 3529.

We have noted two technical defects In S. 3529. On p. 1, line 3 of the bill, it
is stated that "section 102(d) (1) of the Emergency Unemployment Compensation
Act of 1974 Is amended * * *." This should read "section 102(d) of the Emer-
gency Unemployment Compensation Act of 1974 is amended * * W" since the bill
amends both paragraphs (1) and (2) of 102(d). Beginning on p. 1, line 5, the
bill-would strike out "shall be equal" and replace it with "shall (except as is
otherwise provided in subsection (h) * * *." The words "be equal" were ap-
parently omitted from the end of the substitute language, which should read"shall (except as Is otherwise provided in subsection (h)) be equal * *."

The Postal Service supports enactment of S. 3216 and S. 3529 because we
know of no reason why the Postal Service as an employer should be required
to pay unemployment compensation to former employees who are also receiving
a Federal pension.

Sincerely,
W. ALLEN SANDERS.

Assistant General Counsel Legislative Division.

Senator GRAVEL. Our next witness is a panel consisting of the
Honorable Herbert Pfuhl, mayor of Johnstown, Pa., on behalf of the
National League of Cities: Fred F. Cooper, chairman, Board of Super-
visors, Alameda County, Calif., on behalf of the National Association
of Counties.

Please proceed.

STATEMENT OF HON. HERBERT PFUHL, JR., MAYOR OF JOHNSTOWN,
PA., ON BEHALF OF THE NATIONAL LEAGUE OF CITIES

Mr. PFPHL. Mr. Chairman and members of the committee, I am
Herbert Pfuhl, mayor of Jolmstown, Pa., and vice president of the
Pennsylvania League of Cities.

I am here today to testify on behalf of the National League of Cities
and the 15,000 municipalities which it represent. in opposition to
section 115 of H.R. 10210, the Unemployment Compensation Act
Amendments of 1975.

The National League of Cities has traditionally opposed the intru-
sion of the Federal Government in local personnel practices. At the
same time as inflation and recession have blown both the tops and bot-
toms out of local budgets, city officials are becoming increasingly ion-
cerned about federally_'manIated costs" to local governments.
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As you know, many communities are faced with a financial crisis
more severe than at any time since the depression of the 1930's.
Despite great efforts on the part of local officials to supplement rev-
enues collected through local property tax assessments by State and
Federal revenue sharing, this crisis has not been overcome.

Such mandated costs represent serious-intrusions into the limited
resources available to local governments and seriously limit the ability
of local governing bodies to respond to the essential needs of their
communities.

The worthiness of the objective.,; of many Federal initiatives
is unquestionable, but too often accountability and responsibility are
reduced when decisions result in costs of unknown size to be paid by
another unit of government.
- Extension of unemployment compensation benefits to State and
local government employees is just such an example. Additional man-
dated costs at this juncture would increase the financial difficulties of
local units of government at precisely the wrong time. It will undoubt-
edly result in the loss of additional jobs and reduction in public
services to enable compliance with this new Federal mandate.

The employment security experience of local government employers
has on the whole been good. In addition, many State and local govern-
ment employees are covered by legal and other safeguards available
to many employees in the private sector. While this record has recently
been jeopardized by a critical financial situation, the solution to the
resulting job insecurity will not come from placing new burdens of _
unknown fiscal impact on the public employer.

Rather, the solution lies in providing greater fiscal flexibility and
new sources of revenue for local units of government-as this coin-
mittee is currently doing through revenue sharing-as a means of
achieving the objective of continued job security for public employees
at the local level.

From our perspective, it seems to make little sense for the Federal
Government to give with one hand-as with general revenue sharing:
and then to take it away with the other-as with extension of unem-
plovnent compensation to local government employees.

While no one can presume to anticipate how the Supreme Court
would decide the constitutional question involved in the extension of
unemployment compensation benefits to State and local employees,
we do believe that the House committee report language dealing with
this issue-begs the question. State and local government have just
come through an 18-month period of uncertainty awaiting the out-
come of a constitutional challenge to the Fair Labor Standards Act
Amendments of 1974. It is more than likely that extension of unein-
ployment compensation legislation to State and local governments
will also be challenged in the courts and we will again face-at least
from the budget planning perspective--another period of uncertainty
until the issue is finally litigated.

The Social Security Act of 1935 virtually compelled the States to
set up their own individual compensation programs by imposing a
Federal payroll tax on most employers but then provided a tax credit
to those employers participating in a State unemployment insurance
program.
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To enact a statute which requires extension of coverage to additional
categories of employees as a condition precedent for continued partici-
pation in the Federal system can scarcely be considered optional or
voluntary compliance.

Were this a completely new legislative initiative, such reasoning
might make eminent good sense. But we are well into the 40th year
of existence of, State unemployment compensation systems; and at
this point such reasoning truly does not make sense.

No State in its right mind can realistically or politically withdraw
* from the Federal unemployment compensation system. As Congress-

man Ketchum indicated in the House floor debate, "There is no option,
just a very persuasive threat."

It is also quite possible that this extension could have a significant
impact on our ability to utilize Federal funds made available to
cities for the purposes of increasing available job opportunities. While
the House-passed bill adequately deals with unemployment compen-
sation benefits for individuals hired with the Comprehensive Employ-
ment and Training Act funds, no similar provisions are made for
individuals hired with Federal funds under other grants. Is there
much sense in diverting a substantial portion of funds designed to
hire the unemployed to paying compensation for being unemployed?

In conclusion, Mr. Chairman, the cities are opposed to Federal
interference in the management of local government affairs and be-
lieve that matters of this nature should be left to local elected officials
to resolve since they are )est able to determine local needs. We under-
stand the need for legislation designed to colve the problems related-
to the funding of the unemployed compensation trust fund of the
States and Federal Government.

We do not believe that the provision relating to the extension of
coverage to local employees has been sufficiently and thoroughly re-
viewed. Costs have not been projected on a State-by-State and city-by-
city basis and certainly this issue should be carefully studied before
Congress acts.

I want to thank you very much, on behalf of the National League
of Cities.

Senator GRAvEL. Thank you.

STATEMENT OF FRED F. COOPER, CHAIRMAN, BOARD OF SUPER-
VISORS, ALAMEDA COUNTY, CALIF., ACCOMPANIED BY I0N
WEINTRAUB, LEGISLATIVE REPRESENTATIVE WITH THE NA-
TIONAL ASSOCIATION OF COUNTIES

Mr. CoorzR. Mr. Chairman, my name is Fred Cooper, chairman of
the Board of Supervisors of Alameda County, Calif. I serve as chair-
man of the Collective Bargaining Subcommittee of the National
Association of Counties' Labor/Management Relations Steering
Committee.

I represented that steering committee on NAC's Unemployment
Insurance Task Force which developed NACO's policy on that
subject.

I have also served as chairman of the Public Labor Relations Com-
mittee of the County Supervisors Association of California. I am
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accompanied today by Jon Weintraub, legislative representative with
the National Association of Counties.

We are here today to oppose legislation before your committee
mandating unemployment insurance coverage of county employees
at county expense. We are sympathetic to the equity question of ex-
tending employment insurance coverage to county employees. How-
ever we oppose section 115 of H.R. 10210 because of the financial
burden it places on counties. We must make the distinction that, as
an employer, county government is substantially different from the
private sector. These include the facts that: Most public employees
have lifetime jobs; under civil service, merit pay increases and pro-
motions are not at the sole discretion of the employer, as they are in
private industry; pensions are 2 to 3 times the size of the average
pension in private industry.

County budgets are being stretched to their limit of revenue rais-
ing potential. In States which have imposed statutory limits, some -
counties have reached or are close to the legal limit of their revenue-
raising capacity.

In fiscal 1976, in my State of California, for example, 17 counties
have reached or exceeded 90 percent of their Senate bill 90 revenue
limits. Inelastic property taxes, still the source of 85 percent of locally
guaranteed tax revenues, are at the maximum level people will tolerate.

Simply stated, Mr. Chairman, where will we get the money to pay
unemployment insurance benefits; when we are faced with layoffs in
our county, should we limit or cut basic services inf order to provide
unemployment insurance benefits?

Counties, through a public process, set their budgets once a year. If
counties chose the less costly reimbursement method, they would face
a catch-22 situation. If we have to pay $2 to $3 million in unemplov-
ment benefits, we can do this only by raising the property tax or by
laying off employees.

Laying off employees not only increases unemployment, but cuts the
services we provide our residents in health, welfare, and law enforce-
ment. Raising the property tax is not acceptable, since we already in-
creaqe our property taxes 8 to 10 percent per year just to keep up with
inflation.

In my county, we would have to eliminate our job sharing program
because of the increased numbers of employees to be covered. We
would discourage and eliminate wherever possible the use of part-time
and temporary employment, which would further contribute to
unemployment.

Speaking individually as a county supervisor from California, and
not on behalf of NACo, I would like to have the committee consider
the following compromise:

Congress should require local governments to provide unemploy-
ment compensation benefits for permanent civil service employees. It
is a financial disaster for counties and inconsistent with unemployment
insurance principles to extend unemployment compensation benefits
to all local government employees, including part-time, temporary,
and seasonal employees.

This would result in the termination of all or most of the job slots
in A ltmeda County for people we are trying to get off welfare through
CETA, WIN, and'COD.
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The county of Los Angeles has sent a letter to the members of the
committee outlining language which would limit coverage to perma-
nent civil service employees. I would strongly recommend that mem-
bers of this committee consider this amendment to section 115 of H.R.
10210.

We appreciate this opportunity to present our views on unemploy-
ment insurance compensation and would be happy to ans*er questions
that you may have.

Senator GRAv Thank you very much.
[The prepared statement of Mr. Cooper follows:]

STATEMENT OF FRED COOPER, CHAIRMAN, BOARD OF SUPERVISORS, ALAMEDA COUNTY,
CALIF., ON BEHALF OF ALAMEDA COUNTY AND THE NATIONAL ASSOCIATION OF
COUNTIES

SUMMARY

(1) NACo opposes section 115 of H.R. 10210 because of the severe financial
burden it places on counties.

(2) As an employer, county government is substantially dlfterent from the pri-
vate sector. (a) County revenue raising potential is tied '.o inelastic property
taxes, which are at the maximum level people will tolerate.

(3) Counties would have to create more unemployment by firing additional
employees to free the dollars necessary to pay unemployment benefits to those
on layoffs.

(4) Should section 115 be adopted, counties would have to discourage or elim-
inate the use of part-time and temporary employment as well as job sharing
programs thus creating further unemployment.

STATEMENT

Mr. Chairman, members of the Senate Finance Committee, my name is Fred
Cooper, Chairman of the Board of Supervisors, In Alameda County, California.
I serve as chairman of the collective bargaining subcommittee of National As-
sociation of Counties' labor/management relations steering committee. I rep-
resented that steering counittee on NACo's unemployment insurance task

,force which developed NACO's policy on that subject. I've also served as chair-
man of the public labor relations committee of the county supervisors associa-
tion of California. I am accompanied today by Jon Weintraub, Legislative Rep-
resentative with the National Association of Counties.

I am honored to be able to appear before your committee to testify on behalf
of Alameda Coiunty and the National Association of Counties, the only national
organization representing county government in the United States.' We are
here today to oppose legislation before your committee mandating unemployment
insurance coverage of county employees at county expense.

We are sympathetic to the equity question of extending unemployment insur-
ance coverage to county employees. However, we oppose section 115 of H.R.
10210 because of the financial burden it places on counties.

We must make the distinction that, as an employer, county government is sub-
stantWlIy different from the private sector.

County governments simply do not have the same options that are available
to private sector employers to increase revenues to provide services. Between
the end of fiscal 1964 and fiscal 1974 (the most recent national data available)
county expenditures increased 216%. During the same time period county pay-
rolls paralleled that rise by increasing 206%. County indebtedness jumped from
$6.6 billion In fiscal 1964 to $181) billion in fiscal 1974, an Increase of 186 per

1The National Association of Counties io the only national organization representing
county government in the United States. Its membership spans the spectrum of urban
siburban, and rural counties which have joined together for the common purpose
strengthening county government to meet the needs of all Americans. By virtue of a
county's membership, all its elected and appointed ofieials became participants in an
organization dedicated to the following goals:

Improving county governments;
Serving as the national spokesman for county governments:
Acting as a liaison between the nation's counties and other levels of government; and
Achieving public understanding of the role of counties in the federal system.
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cent. Especially staggering is that non-guaranteed county indebtedness increased
500 per cent during that same decade.

Recent census studies show that 45 per cent of county revenues are from inter-
governmental sources not controlled by county government. On the other hand,
75 per cent of county budgets are inflexible because of legislatively mandated
services, principal and interest payments, and matching funds committed for
programs which-are underway and must be completed. We are concerned that
under this bill counties must bear the full burden for UI costs for employees
who are wholly or partially paid through a variety of intergovernmental sources.

County budgets are being stretched to their limit of revenue raising potential.
In states which have imposed statutory limits, some counties have reached or
are close to the legal limit of their revenue raising capacity. In fiscal 1976 in
my state of California, for example, 17 counties have reached or exceeded 90
per cent of their Senate bill 90 revenue limits. Inelastic property taxes, still the
source of 85 per cent of locally guaranteed tax revenues, are at the maximum
level people will tolerate.

Simply stated, Mr. Chairman, where will we get the money to pay unemploy-
ment Insurance benefits? When we are faced with layoffs in our county should
we limit or cut basic services in order to provide unemployment insurance
benefits?

Counties, through a public process, set their budgets once a year. If counties
chose the less costly reimbursement method, they would face a Catch-22 situa-
tion. Counties wtuld have to create more unemployment by firing additional
employees to free the dollars necessary to pay unemployment benefits to those
on layoffs.

Let me give you an idea, Mr. Chairman, of the impact of H.R. 10210 on coun-
ties in California. In our state, to file a valid unemployment insurance claim,
an employee must earn a only $750 in wages during the 12 month base period.
The inclusion of section 115 In H.R. 10210 would discourage and eliminate the
use of part-time, seasonal and temporary employment and consequently would
contribute to unemployment. My own county is currently encouraging job shar-
Ing to spread the available work and salaries to more people. H.R. 10210 would
eliminate this practice because of the prohibitive costs resulting from the re-
quirement to pay unemployment benefits to the large number of people attracted
to the program.

In the state of California anyone covered by unemployment insurance is re-
quired to pay state disability insurance at 1% of his/her gross Income up to
$8450. Thus, in the state of California you would be reducing employee pay
checks to cover this cost if local government employers are mandated to pay
unemployment insurance coverage. As you know, Mr. Chairman and members
of this committee, the people of our nation are getting angrier and angrier about
the Increased bite of payroll deductions Into their take home pay. As someone
who is knowledgeable in labor management relations it would be my bet that
at the negotiation of our next collective bargaining agreement, public employees
would be asking their county to pay the employees' share of the state disability
insurance program. Thus, within a year's time local governments in California
would be hit twice with additional payroll costs.

To give you some idea of what these costs would be. the personnel department
of my county has secured the following information from the State Department
of Employment Development (see appendix I). For an average month in calendar
year 1975, 7,203 governmental employees qualified for and received benefits under
the SUA program. During this time period the average weekly benefit paid was
$52.85. Consequently, the benefits paid under SUA to all unemployed workers In
this category, in Alameda County alone, was $19,795,284 in 1975. For the first
six months of 1976, an average of 8,225 governmental employees per month
received SUA benefits In Alameda County at a cost of $11,843,195. It mustbe noted
that these figures relate to benefits paid and do not include administrative
costs which are part of H.R. 10210. Using the SUA data, Alameda County alone
would have paid out $1,849,538 in unemployment insurance benefits in 1975
and $1,187,222 in the first six months of 1976. Again, administrative costs are
not included. This UI coverage would cost our employees $850,000 per year out
of their paychecks to belong to the California State Disability Insurance System.

The unemployment insurance section in NACo's Platform begins with the follow.
Ing statement, "NACo recognizes the need for a system of unemployment Insurance
coverage as a continuing base line support for those workers who are temporarily
without a Job. In setting spending priorities, however, NACo endorses providing
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'federal subsidy for various job creation activities as an alternative to massive
(federal) subsidy of unemployment." I call your attention to that statement,
Mr. Chairman, since it Is our best projection that counties across the country
will be eliminating jobs and social programs in order to pay unemployment bene-
fits. As mentioned earlier, in my county we would have to eliminate our job
sharing program. We would discourage or eliminate wherever possible the use
of part-time and temporary employment, which would further contribute to
unemployment. In summary, Mr. Chairman, this bill fails when it does not
recognize the difference between private employment and local government
employment. These include the facts that:

1. Most public employees have lifetime jobs,
2. Under civil service, merit pay increases and promotions are not at the

sole discretion of the employer, as they are In private industry,
3. Pensions are 2 to 3 times the size of the average pension in private industry,
We appreciate this opportunity to present our views on unemployment insurance

compensation and would be happy to answer any questions that you may have.

APPENDIX

GOVERNMENTAL EMPLOYEES RECEIVING SUA BENEFITS IN ALAMEDA COUNTY

(Col. i) (CoL 1)

All jownmental Estimated Alameda
emp moy

ing SUA ben4elis receiving SUA

January 1975 ....................................................... 3.657 341
February 1975 .......................................................... 5,332 498
March 1975 ............................................................. 6 820 637
April 1975 ......... . f.28 778e ,975 .............................................. . 71 56
Juh* 1075... ........................................................... 5' 1079 474July 1975 ........................................................... 8157
Aulust 1975 ........................................................... 9,0 0 83
September 1975 ........................................................ 414 786
October 1975 ...................................................... . 8,296 775
November 1975 ....................................................... 7 523 7
Oetmbed 1975 ............ ................................ 9, 34 890

Average month ................................................... 7,203 673
Jeaiuay 1976 ........................................................... ,0 916
feruel7 1976 .......................................................... 8.703 813March 1 76 ............................................................. 9 4
O riy 1970 .............................................................. 87

Me,365 7June 1976 ......................................................... .. 6526

Average month ................................................... 8,255 864

Senator GRAVEL. The next witness is August W. Steinhilber, Assist-
ant Executive Director, Office of Federal Relations on behalf of the
National School Boards Association.

STATEMENT OP AUGUST W. STEINHILBER, ASSISTANT EXECUTIVE
DIRECTOR, OFFICE OF FEDERAL RELATIONS, ON BEHALF OF
NATIONAL SCHOOL BOARDS ASSOCIATION

Mr. Smi;iinUmn. Thank you, Mr. Chairman.
I wish to have my full statement put into the record, and I will

excerpt from it.
My name is August Steinhilber, assistant executive director for the

National School Boards Association. I would like to point out two
'basic fa&A with -respect to our organization and oiir membership, and
that is that we represent local elected public 6Moials, over 90 percent
of them are locally elected; second of all, they are uhsalaried, whioh
in this day and age of volunteer service is very unsuunl.

78-153--75---5
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I would also like to point out that we employ in local school dis-
tricts in excesq of 2 million employees.

Therefore, it is with this in mind that we come here, basically to
object to section 115 of H.R. 10210. Specifically, we oppose the exten-
sion of coverage to public employees and support, with modification,
the denial of benefits to school employees during periods between aca-
demic terms.

Turning first to the extension of coverage for public employees, our
7 opposition is not to the concept of public employees receiving unem-

plovment benefit, rather we are concerned that this Federal program
will impair the ability of local school boards to perform their govern-
mental function.

The ability of local school boards to perform their governmental
functions is tied directly to their capacity to raise and spend local tax
revenues. Therefore, to" the extent that unemployment contributions
are paid from the local tax base. such contributions, by definition, rep-
resent at least a potential impingement upon local decisionmaking. Es-
pecially now with school bond issues failing at the rate of 54 percent
and tax levy increases also encountering difficulties-I would point out
that school districts are unusual in another repect, that we normally
have to go back to the voters every time we wish to have a tax increase.

Many school districts will find some real problems in terms of elim-
inating or depleting their services for children.

Our position was well tated in the recent Supreme Court decision
of Natiwon l League of Oities v. Usery. In that case, the Court ruled
that the Federal Fair Labor Standards Act could not be applied to
State and local employment because it would-

Operate to directly displace the States freedom to structure Integral opera-
tions of traditional governmental function.

Specifically. in dealing with the question of State and local sov-
ereignty, the Court was particularly concerned with how the FLSA
would affect: (1) wages; (2) the basis unon which personnel would be
employed: and (P) the manner in which the performance of services
would be changed or diminished.

Mr. Chairman, it is our view that from the standpoint of locol
impact, section 115 of the House unemployment compensation amend-
ments would have a strikingly parallel effect.

Obviously. from a legal standpoint, the two documents, meaning the
Fair Labor Standards Act aid the Unemployment Compensation Act,
are based on different constitutional concepts. However. I would say
tbt the rationale of tlh court draws some degree of parallelism.

SWe would contend that the House report language. indeed, the de-
bate on the floor of the House, really did not answer those. They sort of
went by the periphery. *

I would like to take an example that I presented in our testimony.
I took a hypothetical situation of the problems of a typical school dis-
trict, and'the problems of inflation and what that cutback will mean.
In the interim, I was able to get a specific school district, that of San
Diego, Calif.

San Diego Unified School District is not part of the city of San
Diego. They are fiscally independent, liki-most school districts in the
United States. They have in excess of 10.000 employees.
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They have estimated that next year, if employment compensation
were required, they would be reqluired to pay-it would cost them an-
other $1.2 million, almost $1.3 million, actually $1.265 million. They
have a limitation in California on their increases. That limitation
next year is $6 million. That $6 million has to cover all salary increases,
all fringe benefit increases, et cetera.

Obviously. with the cost of living going up at the rate that it has,
there is no way f010t California and the San Diego School District can
afford this program.

I would also like to point out. turning to a peril)heral question, but
a very important one, the argunent really cannot be made that the
Federal Government is providingg general assistance to school dis-
tricts so that they can pay for this. Most, educational programs are of
a categrorical nature. h'lev are very specifically limited.

T wotld also point oii that, (conta ry to w;'hat we have heard from
the previous witness, a general lprpose unit of government does get
general revenue sharing money. 'line school district (toes not.

We (1o not receive general pl)ose moneys. Oturs are categorical.
Therefore, it is not the case of the Federal Government giving with
one hand and taking away with the other. It is a direct impingement
upon our fiscal ability, hav-ing no respect to what the Federal Govern-
ment. is doing for us, because in that respect, we will receive only cate-
gorical funds.

We have one other particular ,oincvni which we would like to point
out. It was handled in lart by the llouse language, that is, what is
the position with respect to u1employnient during the summer months?

Now, we (1o not believe that it is' beyond the point of debate that
the tax dollar should not- be spent to compensate school employees
during summer vacation. We (1o believe that one iml)ortant aspect of
section 115 does require clarification.

Specifically, professional employees are not eligible for benefits if
they have a contract to l)erform services in the following semester.

Senator Gravr.. Excuse me. sir.
The points that You are covering, are they covered in your pre-

pared statement?
Mr. STEIN-LBE1FR. Yes, sir.
Senator GRAVEL. We. have a problem. We did want to limit each wit-

nesq to 5 minutes. You have gone over your time.
Mr. STFt.NinLBER. I am sorry.
Senator GRAVEL. Your statement will be placed in the record.
Mr. STmFNFIHIR. The point that I would like to make is that, with

respect to summer employment, if an employee of a school system has
the expectation of employment the following fall, that that is sufficient
enough for the individual not to be eligible.

That. Mr. Chairman. is our position. As I repeat, our position is in
opposition to section 115, and A concern with what happens with sum-
mer employment.

Thank you very much.
Senator GnxAvir,. Thank you.
[The prepared statement of Mr. Steinhilber follows:]
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TESTIMONY ON BEHALF OF THE NATIONAL SCHOOL BOARDS ASSOCIATION, PRESENTED
BY AUGUST W. STEINHILBER, ASSISTANT EXECUTIVE DIRECTOR, OFFICE OF FEDERAL
RELATIONS

INTRODUCTION

Mr. Chairman, my name Is August W. Steinhilber, and I am the Assistant
Executive Director for Federal Relations of the National School Boards Associa-
tion. The National School Boards Association is the only major education orga-
nization representing school board members-who are in some areas called school
trustees. Throughout the nation, approximately 80,000 of these individuals are
Association members. These people, in turn, are responsible for the education of
more than ninety-five percent of all the nation's public school children.

Currently marking its thirty-seventh year of service, NSBA is a federation of
state school boards associations, with direct local school board affiliates, con-
stit'ted to strengthen local lay control of education and to work for the improve-
ment of education. Most of these school board members are elected public officials.
Accordingly, they are politically accountable to their constituents for both educa-
tion policy and fiscal management. As lay unsalaried individuals, school board
members are in a rather unique position of being able to judge legislative pro-
grams, including unemployment compensation benefits for public employees,
purely from the standpoint of public education, without consideration to their
personal professional interest

Association policy is determined at the NSBA annual convention at which
representatives from across the nation translate policies and resolutions into
ongoing programs.

(Mr. Chairman, in our testimony today on pending unemployment compensation
amendments, we would like to address two provisions contained in section 115
of the House bill H.R. 10210. Specifically, we oppose the extension of coverage to
public employees and support (with modification) the denial of benefits to school
employees during periods between academic terms.

I, Opposittion to extending benefits to pubito employees
Turning first to the extension of coverage for public employees, our opposi-

tion is not to the concept of public employees receiving unemployment benefits,
rather we are concerned that this federal program will impair the ability of
local school boards to perform their governmental function.

A. Impringement on Local Decislon-Making.-The ability of local school boards
to perform their governmental functions is tied directly to cheir capacity to
raise and spend local tax revenues. Therefore, to the extent that unemployment
contributions are paid from the local tax base, such contributions, by definition,
represent at least a potential impingement upon local decision-making. Espe-
cially now with school bond issues failing at the rate of 54 percent and tax
levy increases also encountering difficulties, for many school districts that po-
tential would be the reality of reduced services and limited wage increases.

Our position was well stated in the recent Supreme Court decision of National
League of Cities v. Userv. In that case, the Court ruled that the federal Fair
Labor Standards Act (FLSA) could not be applied to state and local employ-
ment because it would "operate to directly displace the States freedom to struc-
ture integral operations of traditional governmental function." Specifically, in
dealing with the question of state and local sovereignty, the Court was particu-
larly concerned with how the FLSA would affect (1) wages, (2) the basis upon
Swhlch personnel would be employed, and (3) the manner in which the perform-
ance of services would be changed or diminished.

Mr. Chairman, it is our view that. from the standpoint of local impact, sec-
tion 115 of the House Unemployment Compensation amendments would have a
*trikingly parallel effect.

For example, depending on the z rate of unemployment, the Congressional
Budget office currently estimates that the cost of state and local contributions
would increase annually to a range of $922 million to $1.570 billion by fiscal
year 1981. From a local perspective, a hypothetical school system educating
14,000 students at $22 million per annum might' have in its employ about 1,000
full-time personnel ,aild 4eveval hudked partiime persons. On a $6,000 wage

I Obvinsly from a iemI standpoint the r1LSA and the unmployment comtwnsatinn
amendment arise from different sections of the Constitutiou-the significance of which In
not discussed In our testimony.
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base, unemployment compensation payments could cost $200,000. If the tax-
papers in our hypothetical school district voted for a 5 percent increase in the
school budget-I.e., less than the rate of inflation--services would have to be
cut, because unemployment compensation payments would absorb one-fifth of
the increase.

Since local school districts spend most of their new money on wage increases,
salaries can be directly affected by unemployment compensation contributions.
Furthermore, unemployment compensation payments may affect the decision to
hire certain full-time personnel (e.g., teacher aides) and could affect matters of
educational policy such as class size.

B. 18 state and local coverage madatoryt-The House Report (94-755) at-
tempts to by-pass these practical ramifications-by contending that since coverage
is optional, section 115 is not a tax on state government. However, section 115
also provides that any state which does not exercise its option loses its eligi-
bility for participation In the Federal-State Unemployment Compensation sys-
tem. We can envision that at least several states would consider the pressure to
stay in the system mandatory. For those states, coverage of public employees
would nnot be a free option.'

C. Increases in federal funding cannot cover the coat of unemployment com-
pensation contributions.-One question which arises is whether future increases
in federal funding can effectively offset the burdens which section 115 places on
local school districts. The answer is in the negative on several grounds. First,
from the period beginning in fiscal year 1973, federal aid to elementary and
secondary education has not kept pace with the rate of inflation. Hence, in-
creases of the magnitude required by section 115, over the rate of inflation, are
not likely.

Second, and more importantly, federal aid is categorical and therefore must
be spent for special services or is extended only under special situations. There-
fore-, for example, increases to ESEA Title I (aid for disadvantaged students)
cannot be used to replenish the loss to the general fund caused by section 115.
Nor would we want it to as a matter of policy.

In this connection, local school districts cannot offset this expense through
General Revenue Sharing. Unless amended-oa-the floor, pending General Revenue
Sharing ler;islation does not provide for the direct participation of local school
districts. Funding for that program is solely at the grace of the state, and, in the
case of fiscally dependent school districts (i.e., 10 percent of all school districts),
is also at the grace of the city or county unit.

D. State and local contributions should not be used to subsidize the unemploy-
ment system.-Although we have not seen data to that effect, proponents of public
employee coverage have argued that state and local contributions would help
reduce deficits in the system. To the extent that would occur, we would object to
the local tax base being used to subsidize the private sector unemployment fund.
More precisely, in requiring the establishment of state rates, the Federal program
should not place public education In the position of competing with industry.

Mr. Chairman, because of the local sovereignty question raised by section 115,
and the costs which it will pose for local school districts, we urge that you and
the members of the Committee not include a similar provision in your bill.
II. Dcnial of unemployment benefits between academic terms

Mr. Chairman, our organization supports that portion of section 115 which
denies unemployment benefits to school personnel between academic terms. We
believe that it is beyond the point of debate that tax dollars should not be spent
to compensate school employees during the summer vacation.

However, we do believe that one important aspect of section 115 does require
clarification. Specifically, non-professional personnel are not eligible for benefits if
they have a "reasonable assurance" of employment In the following semester. On
the other hand, professional employees are not eligible for benefits if they have
"a contract to perform services" in the following semester. While the latter pro-
vision is incorporated In the language previously applied to persons in higher edu-
cation, it should be noted that in elementary and secondary education contracts
are frequently not signed until the fall semester. We do not believe that federal

s In Steward Machin@ company v. Davis the U.S. Supreme Court upheld the basic unem-
ployment compensation provLsions on the grounds that Joining the system was optional
not a matter of Impermissible duress. Contrary to the House Reprt, we believe that section
115 does not raise the same issue of Joining the system, but the dures placed on a state
not to leave the system.
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legislation should give teachers a distincentive to negotiate before the end of
summer, or, what could be construed to be strike payments In the following fall.
Especially since job security is protected by state tenure laws I and due process
requirements, we do not believe that professional personnel should be treated on
a basis different than non-professional personnel.With respect to non-professional personnel, we do not object to the optional
nature of the provision. However, for the reasons outlined earlier in our state-
ment, we would at this time object to mandatory payments two years hence.

CONCLUSION
Mr. Chairman, in summary, unemployment benefits for public employees Is an

issue which has substantial appeal. However, under our federal system of gov-
ernment, we believe that a national law requiring state and local contributions is
Inappropriate because of the impinging effect it would have on the operation of
local government. Unlike section 115, we would support a national grants in aid
program to assist state and local governments in the voluntary development of
self-insurance plans. At the same time, we strongly support provisions which bar
all school employees from receiving unemployment benefits ,'"ring vacation pe-
Mods when they have a "reasonable assurance" of being employed in the follow-
lg term.

Mr. Chairman, we appreciate this opportunity to testify.
Senator GRAVEL. Our next witness is a panel composed of Samuel

Dyer, Julius Kubier, and Paul Henkel.

STATEMENT OF SAMUEL DYER, OPERATING VICE PRESIDENT OF
FEDERATED DEPARTMENT STORES, ON BEHALF OF CHAMBER

'OF COMMERCE OF THE UNITED STATES AND AMERICAN RETAIL
FEDERATION

Mr. DYER. I am Samuel E. Dyer, operating vice president of Fed-
erated Department Stores. I am one of five employer members of the
Federal Advisory Counsel on Unemployment Insurance for the U.S.
Department of Labor.

I appear here to present the views of both the American Retail
Federation and the Chamber of Commerce of the United States.

At the request of this committee for consolidation of testimony re-
flecting common viewpoints, we have put together a panel to present
the employer support for the prompt passage of H.R. 10210, and the
improvements which we seek in your legislation.

In addition to myself, we have on my left, Mr. Paul Henkel, man-
ager of payroll taxes for the Union Carbide Corp. Mr. Henkel ap-
pears on behalf of the Council of State Chambers of Commerce where
le serves as chairman of the social legislative committee.

On my right is Mr. Julius Kubier, who is the president of the As-
sociated Industries of Oklahoma. Mr. Kubier is appearing on behalf
of the National Association of Manufacturers, and the Oklahoma
State Chamber of Commerce.

In order to facilitate the unanimous views of the business com-
munity, each member of the panel will discuss a major feature of the
testimony.

Now, at this point, I would like to request that the written state-
ments of each organization be incorporated in the hearing record.

Senator GRAVEL. They will be included in the record.

'Indeed. it Is somewhat incongruous to say that teacners'with contracts pending will be
categorically considered unemployed under Federal law, but considered employed under
state tenure laws In the following fall
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Mr. DnFn. Air. Henkel will now present our unanimous recommenda-
tions to solve the financial problems now facing the unemployment in-
surance system.

STATEMENT OF PAUL P. HENKEL, CHAIRMAN, SOCIAL LEGISLATIVE
COMMITTEE, COUNCIL OF STATE CHAMBERS OF COMMERCE

Mr. HENKEL. Mr. Chairman, the matter of financing unemployment
insurance benefits was, for a long time, a sole concern of State un-
employment tax revenues. Federal unemployment tax revenues have
historically financed only State administrative costs for unemployment
insurance, repayable loans for States with depleted reserves and Fed-
eral share of the Federal-State extended benefit program.

The FSB program providing benefits for 40 to 65 weeks changed
this historical concept, and required that its costs be financed by em-
ployers through the Federal unemployment tax mechanism.

Business and industry disagree with this funding mechanism, as it
has no relation to experience rating and unemployment insurance,
and the benefits relate to welfare rather than unemployment insurance.

In recent times, the financing of greater State benefit costs have be-
come increasingly difficult, but the matter of financing additional Fed-
eral unemployment costs, especially those generated in the recent
recession poses an even more greater problem.

When the FSB program expires on March 31, 1977, it will have
accumulated a deficit of $5.6 billion. This amount far exceeds the orig-
inal cost estimates of the program.

Business and industry strongly urge that this program be ended,-
not extended, and further, that the indebtedness be financed from
Federal general revenues, as the Senate originally planned, and as
recommended by the Federal Advisory Council on Unemployment
Insurance, the National Manpower Commission, and Interstate Con-
ference of Employment Security Agencies.

We urge this committee to add a provision to H.R. 10210 to effectuate
this.

Although some States have borrowed heavily to finance their recent
benefit costs, these loans will be repaid through future Federal unem-
ployment taxes extending well into the 1980's. Employers generally
recognize and are resigned to this, but they find the idea of funding an
additional $5.6 billion repugnant.

We surmise that the 1975 State borrowing data submitted by the
U.S. Department of Labor to the House Ways and Means Committee
last year was overstated to establish a need for a federally mandated
$6,000 taxable Wage base for the States, and the 1975 Federal borrow-
ing data was understated to minimize the Federal financing problem
and the cost to the FSB program.

Business and industry do not agree that the States must be forced
to go to a $6,000 taxable wage base to cure their financing problem.

Last year, 13 States raised their, wage base about $4,200. Currently,
there are States that have done so. This indicates that the States are
capable of self-determination.

lt is our opinion that if the Congress were to permit each State
to set its own wage base-and we urge that this be done--that the
States will do an even better job than under the current situation,'
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since some States have been waiting for, or are expecting, Congress to
make a decision in this matter.

We have presented, in our prepared statement, an alternate proposal
to the financing of the taxes as provided in H.R. 10210, as developed
by the UBA, Inc., an employer-sponsored research group, and based
on realistic future wage level estimates from the Congressional Budget
Office, which are supported by industry-based economists.

The proposal calls for general revenue financing of the FSB pro-
gram, a 5,400 wage base in I78 and a net FUTA tax rate of 6 to 10
percent in 1977 and 7 to 10 percent in 1978 through 1981.

Table 5 of the council's prepared statement indicates that under
these assumptions, a surplus of $3 billi(,n in the FUTA funds could be
generated by the end of fiscal year 1982. The business groups repre-
sented here support this proposal, because it would solve the problem
of financing through deficits, and it would, because of the lower wage
base, leave the States with the necessary flexibility to restore the
solvency of their State funds when necessary. It provides for greater
interim FUTA tax revenues than H.R. 10210.

It would also permit those States which do not have unmanageable
recession unemployment benefit costs to retain their normal experience
rating formula without drastic change.

We urge the committee to give this alternative serious consideration.
Thank you.
Senator GRAVEL. Thank you.
Mr. DYER. Mr. Kubier will now discuss our support of the House

decision to reject a Federal benefit standard and create a national
study commission.

STATEMENT OF JULIUS E. KUBIER, PRESIDENT, ASSOCIATED IN-
DUSTRIES OF OKLAHOMA, INC., ON BEHALF OF THE NATIONAL
ASSOCIATION OF MANUFACTURERS

Mr. Kusmnt. Mr. Chairman, thank you. We appreciate the oppor-
tunity provided us.

The position of the business community is very well known. The
unusualness of the common agreement (an'be noted from the points in
the statements filed and the materials filed with the committee.

We believe in retaining the cooperative Federal-State nature of the
program. Therefore, we object to mandated Federal standards in any
form.

Such standards fly directly in the face of each State's legislative
powers to adopt benefits and tax levels to meet local conditions and
serve, as adopted, as the proverbial camel with his nose in the tent.

Each one of these further minimizes State effects and ultimately will
eliminate the State system.

The H1ouse rejected the Federal benefit standard by a 2 to 1 majority.
We urge the continued exclusion of this standard.

We really do not need it, because each State has at least one or more
benefit increases in the maximum benefit amounts since 1969. In Okla-
homa. the maximum benefit amount is increased over 50 percent in this
period of time.

The average benefits have increased faster than the Consumer Price
Index throughout the country. In many States, Federal standards
would mandate higher benefit and cost levels than are necessary.
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In some of these States, the benefit level# are already sufficiently
high as to be counterproductive. It is evident that a standard determi-
nation of any description in Fe4eral law is inconsistent.

There are still three, in this particular bill, -R. i021O. One, nQ pay
to illegal aliens; two, you cannot pay benefits to professional athletes;
three, you cannot deny benefits to a woman simply because she is preg-
nant.

This is toe camel in the door, and it will progress, because each State
can now make this determination; many State have.

In addition by the lengthening of the wage base in the bill, you do
raise benefits in some State Particularly, a State like Oklahoma, you
would raise the maximum amount because of owi, pqrticil rformula,
by 42.87 percent over what it now is.

The inclusion of any standard will lead to eventual Federal take-

The three just mentioned should be rej ec The 4nclusion of the
Commission is a good step forward. The provisions mandated Tor a
study deserve our sup port, particularly those of fraud or other abuses.
However, we feel the fist should be expanded to include unintentional
overlap, counterprodctive disincentives to twork, an so forth.

We have a good example in Oklahoma that is something rather
different, in my experience A series of newspaper articles in July
highlighted a series of fraud cases that had been filed, where the in-
vestigation disclosed such willful misrepresentations as to aMount to
fraud.

There were 122 cases filed in Oklahoma County in July alone, 174 in
August. I hope to have copies of the newspaper articles to file *ith the
committee, but they have not yet arrived. Iwpuld a~k permissn to
submit them and make them a part of the record.

Senator GP vb. When they are received, so ordered.
[The material referred to was subsequently received for the record:]

[From the Daily Oklahoman, July 29. 19761

CRACKDOWN BEGINS ON JOBLaSs BEN Srrt --CHECXK CHEAT CHARGES HIT 7 iN
COUNTY-THEY'RE FIRST or 50 To 100, OFFICIAL SAYS

(By Judy Fossett)

The Oklahoma County district attorney's office and the Oklahoma Employment-
Security Commission began a Joint crackdown on unemployment check cheaters
by filing charges against seven alleged offenders on Wednesday.

J. C. Fishburn, an attorney with the state employment office, said the seven are
the first of 50 to 100 Oklahoma County residents he expects will eventilaliy bi
charged.

Fishburn said that last year 500 applicants who received unemployment checks
while actually working bilked the state out of approximately $250,000.

STATEMENTS VALSX?

The seven persons charged Wednesday received a total of $7,410 after allegedly
making false statements--saying they were unemployed-to obtain unemploy-
ment compensation.

Although each was charged with receiving only one check illegally, Asst. Dist.
Atty. Mark Blasdel said each received benefits for as many as eight weeks and
some for a.s many as 25.

U 'gsDANTS NAMED

Named In the charges and the amount of the check each received are Richard
L. Brown, $78; Carl J. Newton, $53; Mary R. Motts, 1320 NE 40, $86; Bobby W.
Hamilton, 3121 N Phillips, $57; Nathaniel Wilburn, 1125 NE 16. $78; Gwen M.
Starr, 1820 Corinne Drive, $38, and Michael C. Strotter, 382 NW 87, $86.
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Blasdel said the charge against the seven Is a misdemeanor, punishable by a
* $20 to $50 fine and 30 days in Jail per offense.

FIshburn said he tried to get the late Dist. Atty. Curtis P. Harris to file charges
in similar cases in the past, but that nothing was ever done.

"Two years ago I submitted several cases for consideration. They asked me to
hold the rest until these were typed uo and that they would call me.

"I'm still waiting for that call," Flabburn said.
The attorney said he contacted new county prosecutor Andrew M. Coats after

Coats' appointment as Harris' successor about prosecuting unemployment check
cheaters. He said Coats assured him the alleged offenders would be prosecuted.

Coats announced last week the creation of a new department In his office-o..
handle cases of this type and named newly appointed assistant Larry Joplin to
head the department.

Fishburn said he submitted 10 cases to the district attorney's office, and seven
were selected for prosecution.

Blasdel .explained that in two of the cases, the people involved had made
partial restitution. He said no decision has been made in the third case which
will not be prosecuted.

Fishburn said that in the period between July 1, 1975, and June 30, 1976, the
department's fraud unit Investigated 1,500 cases.In half of those cases, the problem that prompted the investigation turned
out to be a change in status of the applicant and not fraud. Fishburn said.

Many of the other questioned cases show there was no error, and that the ap-
plicant was not working those weeks for which he was paid.

Flshburn said only about one-third of those checked actually showed fraud.
He said cheaters are contacted and asked to make restitution for the checks

they received illegally. If restitution is not made and if the cheater ever again
applies for unemployment benefits, he is disqualified from receiving checks for
51 weeks and then a certain amount is withheld from his checks to pay back the
money he owes.

Fishburn said that of the $250,000 the state lost to cheaters last year, it got
$104,000 of it back---one-third through restitution and the remaining two-thirds
by holding back a certain amount of a recipient's benefits.

"We're serving notice on people that the district attorney's office will be filing
charges against them," Blasdel said.

[lrom the Oklahoma Journal, Thursday, July 29. 19761
Jonrzss FRAUD CASES FILED

100 OTHERS CHECKED FOR PROSECUTION

(By Larry Cannon)

Seven defendants were enarged in Oklahoma County District Court Wednesday
With illegally obtaining unemployment checks.

When appointed DA, Andrew Coats promised to attack white collar crime, and
he appeared to be doing just that, saying, "These matters came to our attention
and the violators will be prosecuted.

"I am strongly opposed to-the abuse of the unemployment compensation
system."

State Employment Security Commission officials say fraudulent losses of un-
employment funds have ranged upwards of a quarter-million dollars per year.

Commission Attorney J. 0. Fishhurn said Wednesday there are between 50 and
100 other violations being processed in Oklahoma County against other offenders.

He said these cases-also will be presented to Coats for prosecution.
Coats said, "As these cases come to our attention, we will see the law is

followed.
"I will personally see that offenders are punished, because they are depriving

much needed funds from those deserving citizens who are legally entitled to
them."

Coats said he hadn't realized the magnitude of the apparent violations until
Wednesday's misdemeanor complaints were presented to his office.

The new DA Immediately assfcned assistant Mark Blasdel as special prosecutor
on the upcoming campaign and directed him to cooperate fully with state officials.

Blasdel said the seven persons charged Wednesday, were named in single
incidents.



However, the assistant said the defendants had received from 8 to 25 illegal
checks each. Each of, these checks constitutes a separate offense, Blasdel said,
and can be prosecuted Individually. -

These checks represent a loss of more than $7,400 to the state fund, Blasdel
said.

Specifically, the defendants were accused Wednesday of "Making a false state-
ment to obtain unemployment compensation," under provisions of Title 40, Sec-

-- tion 226 (a) of the Oklahoma Statutes.
The charges is a misdemeanor. It carries a possible $50 fine, but offenders can

also receive up to 30 days in the county Jail for conviction on each individual
offense, Blasdel said.

Fishburn said, "To my knowledge this is the first time that such offenders have
been charged in Oklahoma County. We are already working, and have almost
completed investigations on between 50 and 100 other offenders. These will be
presented to the district attorney, when completed."

The commission attorney said the current list of violations began surfacin;
during a "post-audit" conducted of the period July 1, 1975, through June 80, 1976;

"We discovered there were more than 1,500 wrongful payments made through-
out Oklahoma, through illegal misrepresentations," the attorney said.

Approximately half of these appear prosecutable, the official explained.
Slightly more than $104,000 of the $250,000 lost last year has been recovered,
s'ishburn said.
"One-third of this was in cash, and the remaining two-thirds was recovered

by offsetting payments the clients would otherwise have been entitled to."
Fishburn said the commission has decided on a "get-tough" policy.
Each of these individuals has been notified of the irregularities In their ac-

counts, Fisbburn said. "Some of them have come forward with repayments but
we plan to punish those who don't."

Those defendants charged Wednesday were Identified as a Richard L. Brown
and Carl Newton, addresses unknown; Mary R. Motts, 1300 block NE 40; (twen
M. Starr, 1800 block Corinne Drive; Bobby W. Hamilton, 3100 block N. Phillips;
Nathaniel Wilburn, 1100 block NE 16, and Michael G. Strotter, 300 block NW 87.

Blasdel said arrest warrants will be issued for each of the defendants, none
of whom was in custody.

Under the Oklahoma criminal code, misdemeanor offenders are arraigned and
proceed directly to trial without a preliminary hearing.

Because of the crowded September docket already scheduled, Blasdel said,
"These trials will probably be set for October."

Mr. KuBR. This may not seem like a lot, but it indicates trouble
in the delivery system that need to be corrected. These cases are pend-
ing for trial, and more are being filed every day.

If you have any questions, we would be glad to try to answer them.
Senator QRAVEL. Thank you. I have no questions.
Mr. DYER. I will now discuss our recommendations on proposed cov-

erage extensions, and changes in the economic triggers governing the
extended benefit programs. I will also mention our concerns about
some administrative problems.

With respect to coverage, the American business community believes
that the benefits of unemployment compensation should be extended to
the largest feasible number of employees. Therefore, we generally sup-
port the provisions of H.R. 10210.

However, this committee might well consider raising the coverage
requirements for agricultural ei-iployees, both in terms of the number
of employees and the amount of payroll required.

With respect to trigger mechanisms, employers are unanimously-op-
posed to the trigger mechanisms proposed in H.R. 10210.

This bill provides for the extended benefit program to trigger in in
a State whenever, one, the national insured unemployment rate is 4.5
percent or two, the State insured unemployment rate is 4 percent.
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These rates are too low. This committee should take a hard look at
the additional costs which these rates will produce. Since the trigger
concept was originally conceived in 1970, the Congress has acted to
change or modify the trigger mechanisms on seven d different occasions.
This alone indicates a serious problem with triggers.

None of the combinations that have been tried since 1970 have proved
satisfactory. The original law was too strict and the modifications
are too little.

Unfortunately, H.R. 10210 would make permanent one of these un-
satisfactory solutions by permanently eliminating the 120-percent
fctor. I

This is not the result envisioned for the extended benefit program
ad should not be permitted to occur.

Since, under current law, problems are not expected to manifest
themselves until 1980, we recommend that M.R. 10210 be amended to
direct that the national study commission address this matter and make
recommendations in sufficient time to avoid these problems.

In the meantime, the Congress would be justified in setting the
trigger low enough to provide benefits needed, but high enough to
prevent unnecessary costs.

Several suggestions to accomplish these results are to be found in
our fill, written statement.

Other problems that concern us are in the administrative area. While
the unemployment compensation program has functioned well during
the recent recession, some administrative problems have surfaced.
Among these is the lack of attention by the employment service to
finding jobs for claimants.

For instance, according to the GAO, during the fiscal year 1975,
there were 18.5 million applicants to the employment service, and
only 17 percent, or 3 million, were placed in a job.

Many of these jobs were of short duration.
Worst of all, 10.8 million, or 58 percent of the applicants, did not

receive job referral, counseling, testing, or any other kind of employ-
ment service at all.

Most of the job referrals provided by the employment service are for
nonclaimants. Job referrals for nonclaimants exceeded job referrals
for claimants by a ratio of 3 to 1.

The employment service is financed almost entirely by unemploy-
ment compensation taxes, yet it provides little service for unemploy-
ment compensation claims.

We urge the committee to make sure that the national study com-
mission closely examines this problem. It should recommend some
means to improve the ability of the employment service to find jobs
for claimants.

In summary, I would like to briefly give you the view of the em-
ployer community.

Wre would like to emphasize these points:
One: We support H.R. 10210 without any benefit standard.
Two: 'We strongly recommend that the cost of the Federal supple-

mental benefit program be transfered to general revenue.
Three: The Federal supplemental benefit program should be per-

mitted to expire, as scheduled, on March 31, 1977.
Four: We support an increase of taxable wage base to $5,400, how-

ever, this increase should be made optional for the States.



Five: We support a gradual tax rate increase to 0.6 percent in
1977 and 0.7 percent in 1978, but receding to 0.55 percent after 1981.

Six: The obligation of the States to repay loans should not be modi-
fied or forgiven.

Seven: The trigger mechanisms are too low and should be modified
by this committee.

Eight: And finally, we support the creation of a national study
commission.

On behalf of my colleagues here at the table, I want to express our
appreciation for this opportunity to present our views. We will be
happy to-answer any question that you might have.

Senator GRAVEL. Have no questions.
[The prepared statements of the previous panel follow :]

STATEMENT OF THE CHAMBER OF COMMERCE OF THE UNITED STATES OF AMERICA,
SUBMITTED BY SAMUEL E. DYER

SUMMARY

I. This statement on the Unemployment Compensation Amendments of 1976
(H.R. 10210) is submitted for the membership of the Chamber of Com.
merce of the United States, 1615 H Street, N.W. Washington, D.C. 20062.

The membership of the National Chamber includes over 60,000 business enter.
prises, including over 3600 trade and professional associations, local state
chambers of commerce.

IL Summary of Principal Points
A. General

1. The National Chamber supports enactment of the Unemployment
Compensation Amendments of 1976 (H.R. 10210). We urge the
Committee on Finance to favorably report this bill and the
amendments we offer and to seek expeditious approval by the
Senate and Congress of the United States.

2. We oppose any amendments to this legislation which would have
the effect of (a) establishing a federal benefit standard, or (b)

\extending the life of the Federal Supplemental Benefits pro.
gram, and/or (c) raising the payroll tax over the increase man-
dated by H.R. 10210. Approval of. any of the above suggestions
would completely erode our support of H.R. 10210.

3. Employment has begun to expand and the fundamental question
before us is how we are to repay federal advances and replenish
depleted reserves without adversely affecting the rate of inflation,
the growth in employment and our still tenuous economic
recovery.

B. Recommendations on Financing
1. Although the unemployment insurance system is not generating

adequate revenues, the lack of revenues is not a problem for
all of the trust funds that comprise the system. Only the federal
trust funds and these of a minority of the states are experiencing
this problem.

2. We concur in the House of Representatives decision that only a
moderate increase in payroll taxes should be authorized. Should
this increase prove inadequate, there would be ample opportu-
nity to consider more thoroughly any additional changes needed.
Moreover, the National Study Commission will be reviewing this
situation indepth and the Congress can anticipate possible sug-
gested revisions from this source.

S. The National Chamber believes taht the fhancing provisions of
I.R. 10210 can be improved.

4. First, we believe that FSB liabilities should not be a payroll tax
responsibility. Because this is welfare assistance, it should be
financed from general revenues and we so recommend.

5. Second, adequate provisions already exist under current law to
assure the repayment of $3.2 billion of loans advanced to the
States. As long as these provisions remain intact, there is no
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need to make provision in MR. 10210 to assure repayment of this
Indebtedness.

61. It is possible to repay the remaining Indebtedness of the federal
trust fund by raising the federal taxable wage base to $5,400 in
lieu of $6,000 as called for in H.R. 10210. Moreover, the scheduled
increase in the net federal tax rate can be phased into effect in
Increments of 1/10 of one percent rather than by the abrupt
forty percent increase mandated by II.R. 10-10.

7. II.R. 10210 will create unnecessary and highly disruptive tax prob-
lems In every state because it would require every state to raise
its taxable wage base, although revenue deficiencies are a prob-
lem in only a minority of states. We urge you to make the in-
crease In the taxable wage base to $5,400 an optional matter with
the states.

8. There Is yet another aspect to resolving the revenue shortfall pro)-
- lein and that is to assure that benefit payouts are not excessive,

are commensurate with need, and are not abused by claimants.
This entails tightening up of the economic triggers, rejection of
benefit standard proposals, and improving fraud detection and
placement activities of state administrators.

C. Opposition to Benefit Standard
1. The National Chamber is opposed to a federal unemployment com-

pensation benefit standard.
2. We concur In thMe overwhelming rejection of this suggestion hv the

U.S. House of Representatives and urge the Senate to do likewise.
D. Coverage Extensions

1. A major feature of H.R. 10210 Is the proposed extension of unem-
ployment insurance coverage to most American workers not now
receiving this Income protection in the event of involuntary Job-
lessness. Broad unemployment insurance coverage is In the pub-
lie Interest and should be encouraged whenever it can be under-
taken with a minimum of program disruption. In general, we
support the extensions of coverage for agricultural, domestic,
and state and local employees as contained in H.R. 10210.

STATEMENT

I am Samuel E. Dyer, OperatIng Vice President for Federated Depnrtient
Stores headquartered in Cincinnati, Ohio. I appear in behalf of the Chamber of
Commerce of the United States. I am one of five employer representatives
presently serving on the U.S. Department of Labor's Federal Advisory Council
on Unemployment Insurance. I am the past chairman of the National Chamber's
Unemployment Compensation Subcommittee and I am a member of the Chaim-
ber's REmployee Benefits Committee.
- I welcome this opportunity to express our support of 1I.R. 10210, the tVnem-
ployment Compensation Amendments of 1976, and to recommend certain im-
provements. But, we oppose any amendments to this legislation which would
have the effect of (a) establishing a federal benefit standard, or (b) extending
the life of the Federal Supplemental Benefits program, and./or (c) raising the
payroll tax over the increase mandated by H.R. 10210. Approval of any of these
amendments would require us to oppose H.R. 10210.

JOBLESS BENEFITS

In May of 1975, the government reported that 9.2% of the workforce was un-
employed. Ths amounted to 81, million persons out of work, the greatest numiher
of jobless persons in the history of our country and the highest percentage of our
workforce since before World War II.

Since then, these numbers have moderated to a point where about 7.9% of the
workforce,-or about 7% million workers, are considered unemployed (See Ex-
hibit 1). The Improvement in the jobless figures is expected to continue at a
moderate pace throughout the remainder of this decade.

From a low of less than two million per week in 1973, the number of people
- drawing unemployment compensation (UC) increased dramatically to an average

.of 43 million per week in 1975, and is now averaging under 5 million per week.
The duration of unemployment has foll,-,wed a similar pattern rising from an
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average of nine weeks in 1974 to over 10 weeks in 1975 before falling to the
current average of 15.8 weeks. Benefit payments rose from $5 billion in FY 1974
to over $17 billion in FY 1976 (Exhibit 2).

The most dramatic byproduct of the current severe economic circumstances is
the highly successful response of the unemployment insurance (UI) program.,
Nearly all aspects of the system (with the notable exception of fraud control
and placement activities) have functioned as planned.

The essential idea of UI is to accumulate reserves in times of high unem-
ployment at a relatively low cost per employee so as to not hinder employment.
Then when Joblessness rises, these reserves can be used to alleviate the hardships
of jobless workers and cushion the impact of their loss of purchasing power
on local economies. Should the high levels of Joblessness continue and deplete
reserves, the system Is designed to automatically draw on federal reserves and/or
general revenue accounts. The use of reserves in lieu of increased taxes en-
courages the stabilization of employment. Reserves are then replenished and loans
repaid when employment grows.

Employment Is now growing and the fundamental question before us is: flow
are we going to repay federal advances and replenish depleted reserves without
adversely affecting the rate of inflation, the growth in employment and our still
tenuous economic recovery.

The House of Representatives has approved H.R. 10210, the Unemployment
Compensation Amendments of 1976 which proposes one solution. By and large,
we favor the proposed limited increase in payroll taxes. However, some features
of II.R. 10210 (including the payroll tax financing provisions) should be revised.
We also are concerned with suggestions from other sources to substantially raise
this payroll tax Increase and/or increase UC benefits. We oppose both suggestions.

FUNDING PROBLEMS

There is a general agreement that the level of financing under current law is
not sufficient to meet program needs. In addition, there is some dispute whether
the payroll tax increase provided for In H.R. 10'210 would be adequate to repay
current indebtedness and meet future costs. The dispute is traceable to the
economic assumptions underlying the positions being advanced.'

It must be remembered that our economy remains in a stage of cautious re-
covery. Accordingly, each payroll tax increase should be examined for its effect
on employment, inflation and growth In real GNP as weU as its remedial effect
on trust fund deficits. Economic projections are just helpful hypotheses, but
taxes, Jobs and inflation are real facts of life.

The Congressional Budget Office (CBO) calculates that the payroll tax in-
crease in H.R. 10210 could be expected to increase the rate of inflation by 1/10
of 1% but have little impact on real growth on Gross National Product (GNP).
The House Ways & Means Committee report (Report No. 94-755) suggests that
the payroll tax in H.1L 10210, as cleared by the Committee, would have a damp-
ening effect on employment. In addition, employment, inflation and GNP are
also being influenced by increases in Social Security payroll taxes as well as
mushrooming costs for other fringe benefits. The National Chamber's 1975
Fringe Benefit survey to be published soon shows that total fringe benefit costs
have risen by more than $750 per employee since 1973. This is more than a 23%
increase. Total fringe benefit costs cannot be ignored in setting unemployment
payroll taxes because they bear directly on the ability of American employers
to pay this added cost. Where the ability does not exist, layoffs will likely result
and the financing solution becomes self defeating.

FUNDING PROBLEMS DISTINGUISHED

Although the U! system is not generating adequate revenues, the lack of rev-
enues Is not a problem for all of the trust funds that comprise the system. Only
the federal trust funds and those of a minority of the states are experiencing
this problem. When designing a solution, it is important to note this distinction.
Likewise it is vital to recognize that causes for these deficits will differ from
fund to fund, particularly so between the federal and the state trust funds.

3 We use -the economic projections prepared by the Congressional Budget Office as
opposed to OMB-DOL estimates for our recommendations 0n financing.
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TIE IEDZRAL TXUST FUND DEFICIT

Actually, the federal trust fund is three separate trust funds. The Federal
Unemployment (FUA) against which states with depleted reserves borrow and
the Extended Unemployment Compensation Account (EUCA), which finances
the federal benefit responsibilities under the Extended Unemployment Compen-
sation (EB)--program and the Federal Supplemental Benefits (FSB) program,
are depleted and have been forced to draw on the general funds of the Treasury.
The third, an administrative account, has ample funds and reserves.
1. The loan account defiot

The U.S. Department of Labor (DOL) reports that FUA is $3.2 billion In debt
and, under present law or H.R. 10210, this indebtedness will still be approxi-
mately $3 billion as of September 80, 1981 (See Exhibit 8).'

Under present law and H.R. 10210, the borrowing states must either repay
advances within two years or their employers automatically incur an escalation
In their federal unemployment tax liability. The maximum escalation is sixfold
Increase. Since present law adequately provides for repayment of Indebtedness,
we are puzzled by Its inclusion In the DOL description of the deficit.
. The benefit account defict
DOL also states the EUCA will be $7.7 billion In debt on September 30, 1976

(See Exhibit 3). Under present law this indebtedness will rise to $10 billion
September 30, 1981 according to DOL. Under H.R. 10210, this Indebtedness would
fall to $5.1 billion, $500 million less than the total cost of FSB.
3. General revenue financing

If this Committee's recommendation to use general revenues to finance FSB
had been accepted when the Congress approved H.R. 6900 (Public Law 94-45),
the payroll tax Increase proposed by H.R. 10210 would produce a surplus in
EUCA by 1981. Accordingly, we urge the Finance Committee to again recommend
general revenue financing of the indebtedness arising from the FSB program.

General revenue financing of FSB is a fundamental feature of the Chamber's
recommendations on solving the revenue problems of the UI system. This sug.
gestion is consistent, not only with earlier decisions of this Committee, but also
with recomendations advanced by the Federal Advisory Council on Unemploy-
inent Insurance, the National Manpower Policy Commission, the Interstate Con-
ference of Employment Security Administrators, the Upjohn Institute for Em-
ployment Research, and a majority of the witnesses vho appeared before the
House Ways & Means Committee during its lengthy hearings.

The rationale for this recommendation is the recognition that the FSB pro-
gram is more in the nature of welfare than unemployment insurance. The job-
lessness that FSB subsidizes bears little relationship to one's former employ-
ment and is, in most instances a function of macroeconomic forces or the claim-
ant's lack of job skills. Therefore the use of employer payroll taxes to finance
FSB Is Improper.
4. PRB extension

The FSB program accounts for $4.5 billion of the current $7.7 billion deficit.
By the time FSB expires on March 31. 1977, it will total $5.6 billion, represent-
Ing-the most significant cause of the EUOA deficit. It has been suggested that
FOB be extended. We oppose extension because of its obvious effect of increas-
ing EUCA indebtedness, but would oppose extension under general revenue
finanring as well. Presently. only 15 States are participating fully In FSB (See
Exhibit 4). The need for FSB has passed.
5. Program trigger#

Although FSB bas been a major factor in the Indebtedness of ETICA, it has
not been the only factor. Benefit resxonsibilities under the Extended Unemploy-
ment Compensation (BR) program have als.o contributed to the deficit, largely
because of the unsatisfactory triggers which now govern the availability of
these benefits.

2 Tn provtif ne these data DOL did not furnish the economic assumptions underlying the
eotlmxte. Therefore we caniot oubptanttte whether the data reprent continusnce of
existing indebtedness ft Is#* Mfvdelttdnise acelaing which ofbtMS iAynent of prior
Indebtedness. In any event, we question its validity.
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As originally conceived In 1970, the Federal-State Extended Unemployment
Act established a "permanent" program of thirteen additional weeks of benefits
whenever a seasonally adjusted national insured unemployment rate (NIUR)
of 4.5% existed for three consecutive mouths, or an average unadjusted state
Insured unemployment rate (SIUR) of 4% existed for 18 consecutive weeks and
this SIUR was 20% higher than the corresponding 13 week period in the two
preceding years (the so-called 120% factor).

Since then, the Congress has temporarily waived or modified these triggers
on seven occasions. On most such occasions Congress simply waived the 120%
factor or, at state option, lowered the NIUR. Presently, a state can participate
in the EB program if there Is a 4% NIUR or a 4% SIUR. On April 1, the waiver
expire and the original law will again be effective.

None of the combinations that have been tried since 1970 has proven satis-
factory. The original law was too strict and the modifications far too liberal
Unfortunately, H.R. 10210 would make permanent one of these unsatisfactory
solutions by permanently eliminating the 120% factor.

This would not increase EB costs immediately because under both CBO and
Office of Management and Budget (OMB) projections, the NIUR would exceed
the trigger level of 4.5% until FY 1979. After FY 1979, the new SIUR would pro-
duce additional costs of $764 million in the second half of FY 1980 and $883 mil-
lion in FY 1981. It is expected that only a few states with structural unemploy-
ment problems would be drawing these extra benefits, although employers In all
states would be contributing taxes for this program. Moreover, these same states
would be constantly in, while many others would constantly be out of the pro-
gram.

This is not the result envisioned for the EB program and should not be per-
mitted to occur. Since, under current law or H.R. 10210, the problems are not
expected to manifest themselves until 1980, we recommend that no changes be
made in current law and that H.R. 10210 be amended to specifically direct the
National Study Commission, proposed in Title IV, to address the matter and
make recommendations in sufficient time to avoid these problems.

STATE FUND DEFICITS

There is much uncertainty as to the extent of the revenue crisis ahead for
state trust funds. This uncertainty derives mainly from the fact that state UI
revenues depend on tax policy decisions by state legislatures. These decisions
are Influenced In turn by such factors as employment and unemployment, trust
fund solvency, competition and the incentives or disincentives inherent In the
federal law.

Of these factors, Congress can influence only the latter by the decisions it
makes on H.1. 10210. Therefore, in solving the problems presented by the state
trust fund deficits, Congress must fashion an approach that recognizes this
limitation and these several, factors:

First, trust fund deficits are a problem only in a minority of the states (See
Exhibit 5). Consequently, any solution should be designed to aid only the borrow-
ing states while avoiding disruption of the tax program of the non-borrowing
states. This can be accomplished by specifying that tax changes in the Federal
Unemployment Tax Act (FUTA) not be mandatory on the states.

Second, among the borrowing states, the magnitude of the deficit problem
varies. For example, Michigan has borrowed $571 million, while Florida has
borrowed $10 million. Florida has already repaid its loan without changing the
tax provisions of its law. Michigan, on the other hand, is expected to make major
revisions in both benefit and tax provisions of its law in hopes of repaying its
loan some time by 1990. Obviously, each state will have to design a solution that
best meets its needs and abilities, for no one tax scheme will work well In every
state.

Aecognizing this responsibility of the states, Congress has generally structured
the federal law to allow the states the maximum freedom In finding solutions to
their problems. The concern of Congress in enacting H.R. 10210 should not be
to And a means to solve state pr9blews but to insure the continuation of state
flexibility by not erecting federal barriers to state solutions.

H.R. 10210 not only creates some barriers to state solutions, it creates needless
problems as well. Among the barriers is the continued tying of the state wage
base to the federal wage base. Congress eould make a tremendous improvement

78-lbS-'T6.-----4
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in the federal-state relationship by not making mandatory upon the states any
increase In the federal taxable wage base. This would avoid tax problems in
the ,30 or so States that are not experiencing financial difficulties while adding
those states having problems.

We also recommend no further changes In the repayment provisions for those
states which have borrowed from the federal trust fund. Further waiver or for-
giveness of thh4 indebtedness would only encourage those states to delay.aiuch-
needed Ilnanclal reforms.

FINANCING RECOMMENDATIONS SUMMARIZED

1I.R. 10210 would resolve the financing problem of the UI system by a moderate
increase in payroll taxes. We concur in the House of Representatives' decision
that only a moderate increase in payroll taxes should be authorized. Should this
Increase prove inadequate, there would he anple opportunity to consider
thoroughly any additional changes. Moreover, the National Study Commission
will review this situation in depth and will offer suggestions to the Congress.

Title II of H. 10210 sets forth the financing solutions approved by tle
House. In essence, only two changes of substance would be made. First, the
taxable wage base, on which both the federal and state tax liability of em-
ployers is computed, would be raised from $4,200 to $6.000 as of January 1 1978.
Second, the net federal tax rate would be increased from .5% -to .7% on Jan-
uary 1, 1977, reverting to .5% in 1982 or the year after all advances to EUCA
had been repaid, whichever comes first.

This solution can be improved upon. The financing provisions of H.R. 10210
are premised on an incorrect assumption-that additional payroll taxes are
needed to repay the indebtedness attributable to the FSB program and the bor-
rowing by some twenty states. It is incorrect for these reasons.

First. FSG liabilities should not be a payroll tax responsibility. Because this
is welfare assistance, it should be financed. from general revenues and we so
recommend. If this recommendation is accepted, the indebtedness of EUCA
would be reduced by $5.6 billion, allowing for a smaller tax increase than pro-
posed in H.R. 10210.

Second. we have noted that adequate provision already exists tinder current
law to assure the repayment of $3.2 billion of loans to the states. As long as these
provisions remain intact, there is no need for a provision in H.R. 10210 to assure
repayment.

Given points one and two above, it becomes possible to repay the remaining
Indebtedness of the federal trust fund by raising the federal taxable wage base
to $5,400, in lieu of the $6,000 called for in H.R. 10210. Moreover, the scheduled
increase in the net federal tax rate can be phased into effect in increments of
.1% rather than by the abrupt 40% increase mandated by H.R. 10210. Exhibit
6 presents revenue and cost data in support of this financing plan.

Our third observation about H.R. 10210 is that it will create unnecessary and
highly disruptive tax problems in every state because it would require every
state to raise its table wage base. We have already noted that revenue deficien-
ofes arein only a minority of states. Therefore, it would be a mistake
to re re every sta . to make changes In its tax provisions. This can be avoided
quit simply by unlin ing the federal wage base from that of the states. We urge
this Committee to ma e the $5,400 taxable wage an optional matter with the
states.

To protect against an abure of the states' responsibility, we advise against eas-
ing the repayment provisions imposed upon states that fail to raise their taxes
sufficiently to repay their indebtedness.

There is yet another aspect to resolving the revenue shortfall problem and
that is to assure that benefit payouts are not excessive, are commensurate with
need, and are not abused by claimants. This entails tightening up of the economic
triggers, rejection of benefit standard proposals, and improving upon fraud detec-
tion and placement activities of state administrators,We have already set forth our recommendation for having the National Coin-
misslon review the problem of economic triggers and will discuss our recommen-
dations on benefit standards and program abuse later.

ADVANTAOES OF CHAMBER FINANCING PROPOSAL

Our recommendations have several advantages, as follows:
1. The anticipated deficit in the federal trust fund would be reduced by $5.6

billion as a result of switching financing of FSB from employer UT taxes to gen-
eral revenues.
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2. Because of the more moderate increase in the taxable wage base, the total
tax increase would be distributed more equitably among employers.

3. The smaller increase in the tax base and phased increase in the tax rate will
not cause an undue increase in employer tax liabilities at a time when employers
face substantial cost hikes for all fringe benefits.

4. There would not be an excessive inflationary impact or any dampening im-
pact on employment.

5. By separating the federal and state wage base, state tax structures remain
unaffected.

6. As a by-product of separation of the wage base, responsibility Atid control of.
financing of state trust funds is shifted to the states.

7. Experience rating formulas are preserved without federal intervention.
8. The concept of UX as a short term program for those temporarily and invol-

untarily unemployed and financed by employers remains intact.

BENEFIT STANDARD OPPOSED

We are opposed to a federal UC benefit standard for a number of reasons.
A federal benefit standard strikes at the very heart of the state control and

responsibility. Such a standard would necessarily require additional standards
on eligibility, qualification duration and so forth. Ultimately, all decisions would
be federal decisions-a completely federalized program.

While we advocate benefit adequacy, we do not advocate a uniform national
benefit as suggested by a federal benefit standard. By itself, the standard would
prove to be a failure. Just as we cannot sell but one size suit or one size shoe
because it is the national average size, so too is a national benefit standard inade-
quate to meet the diversity of circumstances from claimant to claimant and from
state to state.

The recent record of the states in improving their benefit levels shows that
there is no need for a federal benefit standard. For example, between 1969 and
1975 average jobless benefits increased by 52% compared to an increase in wages
of only 39%. This increase also outpaced the 47% growth in the cost of living as
well. Contrary to popular belief, UC benefits have not been a victim of inflation
(See Exhibit 7).

Since July of 1969, every state has provided for one or more increases in UC
benefits. Forty-six jurisdictions have upped their maximum benefit by 50% or
more and 24 states by 100% or more. In this same period, 13 states adopted bene-
fit escalator clauses which automatically raise benefits as wages rise. This brings
the number to 35 sites that use (or soon will rise) escalator benefit formulas (See
Exhibit 8).

Cost considerations must also be weighed. They are particularly significant,
given twenty insolvent states and given the concern about how to end the spread-
ing bankruptcy. This is certainly no time to aggravate that problem with a
mandatory benefit standard.

Exhibit 9 shows the cost of 66%% benefit standard, had such a standard been
in effect in 1975. Note that costs would have been increased by as much as $193
million in California. Of the 20 borrowing states, 16 would have incurred annual
cost increases of $460 million.

The above are just some of the considerations that weigh heavily against the
inclusion of a federal benefit standard in H.R. 10210. We concur in the over-
whelming rejection of this suggestion by the House. We hope the Senate will do
likewise.

COVERAGE RECOMMENDATIONS

A major feature of H1.R. 10210 Is the proposed extension of UI coverage to most
American workers not now eligible. Broad coverage Is in the public Interest
and should be encouraged whenever It can b6 accomplished with a minimum of
program disruption.

H.R. 10210 would expand coverage of the UI laws in three major areas: agri-
culture, domestic workers, and state and local government (See Exhibit 10).

Agricultural workers.-The bill would extend coverage to agricultural workers
of employers with four or more employees in 20 weeks or who paid $10,000 or
more in wages in any calendar quarter. However, it would exclude from coverage
for two years nonresident aliens admitted temporarily to the United States to
perform contract agricultural work under sections 214 (c) and 101 (a) (15) (H) of
the Immigration and Nationality Act. Under H.R. 10210, the farm operator would
be deemed the employer of farm labor supplied by a crew leader, unless the crew
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leader was registered under the Farm Labor Contractor Registration Act, or the
laborers operated and serviced mechanised farm equipment.

We generally concur in this expansion of coverage but we do anticipate some
unusual problems resulting therefrom. First, we fully expect many farm em-
ployers to have negative balance tax accounts since the seasonal nature of this
work will result in many claimants. Second, family farms incorporated under
Subchapter S of the Internal Revenue Code will find that the federal law will
require the payment of UI taxes while state law will prevent family members
from drawing benefits. This could be remedied by raising the coverage require-
met slightly.

Domeetlo worker.-H.R. 10210 would extend coverage to domestic workers
of employers who paid $600 or more in wages in any calendar quarter.

We support this extension. Social Security experience and state UI experi-
ence suggest- that this coverage Is feasible. Moreover, the addition of U! taxes to
Social Security taxes will be one more step in providing protection to the least
protected class of American employees.

State and local government worlcers.--Coverage would be extended to -sp-
proximately 8 million state and local government workers leaving only a few
special groups uncovered. The coverage extension would prohibit payments of
benefits to school employees between academic terms if the employees were under
contract for both terms. States would also be permitted for two years to prohiibt
benefit payments between school terms to nonprofessional employees who reason-
ably expect re-employment In the next term.

We support this coverage and concur in the proposed method for having states
pay for the administrative costs of state and local government coverage (Sec.
212(a)). Without such a provision, the, state and local government employees
would be serviced by the system without paying anything except their benefit
costs. They would get a free ride from e~Mployer-paid FUTA taxes for all admin-
istrative costs connected with processing claims and maintaining the public
employment service.

ADMINISTRATIVE SHOTCOMINGoS

The high claim level upon the unemployment insurance system not o:ly ad-
versely affected trust fund solvency, it also revealed serious shortcomings in how
the system prevents abuse and aids claimants t6 obtain new employment.

We will not go into the abuse and fraud that lia been uncovered, since this has
been amply bmated by the media. However, we do feel obliged to call the Com-
mittee's attention to a report of the General Accounting Office (GAO).

In testimony to the Subcommittee on Manpower and Hous:ing of the House
Committee on Government Operations. the GAO revealed that of 18.5 million
applicants to the U.S. Employment Services (USES) in FY 1975, only 3.1 million
or 17% were actually placed In a job. Moreover, 10.8 million of applicants (58%
of the total) did not receive job referral, counseling, testing or employment service
of any kind.

In absolute numbers, GAO reported that non-agricultural job placements by
USES have actually declined. Even more disturbing is the GAO finding that the
so-called work test which links unemployment claims to workforce attachment is
not all that it is said to be. The GAO found that USES had relatively little success
in finding jobs for claimants. Indeed, it makes little effort to do so, as reflected
by the fact that non-claimants receiving referrals exceeded the level of claimants
by almost three to one Despite the fact that USES is funded almost entirely by-
unemployment insurance taxes, it provides little assistance to unemployment
claimants.

This is another abuse at which the National Commission should take a long,
bard look.

0ONCLUSION

We thank the Committee for giving us this opportunity to express our views
on H.R. 10210. We urge you to approve this bill and incorporate the amendments
we have offered so that constructive steps may begin toward rehabilitating our
nation's unemployment insurance program.
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RXflIBIT 2

Benefit Payments
State UI Programs [Excludes SUA]

Regutar, Etlerde aW Federl Supp hle BeneIts
Current aw

Bilionls of Dollasis8-

16

14

-- A

17.3

3.3

1974 197s 1976 T.Q.0

13.0

#4 '' :'

1977
FiclYeai

astdon lls l?6Un@aolmW4Aaalit
'Taia Ow

SEn'ergency BonefItsjF*B)iTea~osryI

LAtended BeWlte

e Iwgulw Beits

10.3

8.3

..

8.3

197 197 190 1o1

us 080~ ~t4 e4
I.006.'Sd &w Too"g aefafiaeNo

D$ 1 d01tAms~e*. tw 'mh

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

Source: Committee print, staff data, and materials on H.R. 10210.

EXHIBIT 3

AMOUNT OWED TO GENERAL FUND OF THE TREASURY BY THE UNEMPLOYMENT TRUST FUND

[Amount owed as of Sept.30; In billionaJ

1976 1977 1978 1979 1980 1981

Pros- Pro- Pres. Pros- Pres- Pros.
ant H.R. ent H.R. a H.R. ot H.R. nt H.R. ot H.R.
law 10210 law 10210 low 10210 law 10210 law 10210 law 10210

Total ............. $10.9 $10.9 $13.9 $13.6 $14.5 $13.5 $14.3 $11.9 $13.7 $10.0 $13.1 $8.0

AttfibutabletoSstaloans. 3.2 3.2 3.8 3.8 3.9 3.9 3.8 3.7 3.5 3.4 3.1 2.9
Attributable to Federal

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

Source: U.S. Dipatment of Labor.
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8
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4
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EXHIBIT 4

FEDERAL SUPPLEMENTAL BENEFIT PROGRAM PARTICIPATION

[As of July 81, 1976]

Nonpartiopating Slates (31) :
Colorado Maryland
District of Columbia Minnesota
Delaware Mississippi
Florida Missouri
Georgia Nebraska
Idaho New Hampshire
Indiana New Mexico
Iowa North Carolina
Kansas North Dakota
Kentucky Ohio
Louisiana Oklahoma
1S.week participatim (5):
Alabama Arkansas
Arizona Montana
26-week partiolpagton (15):
Alaska Maine
California Massachusetts
Connecticut Michigan
Hawaii Nevada
Illinois New Jersey

EXHIBIT 5

South Carolina
South Dakota
Tennesee
Texas
Utah
Virginia -
West Virginia
Wisconsin
Wyoming

Oregon

New York
Pennsylvania
Rhode Island
Vermont
Washington

ADVANCES TO STATES FROM FEDERAL UNEMPLOYMENT ACCOUNT

[In millions per calendar yearl

Th rouli

States 1972 1973 1974 1975 !97 Total

Connectciut .................. .$31.8 $21.7 $8.5 '$190.29 $91.0 $343.2
Washin4ton ........................ . ......... 40.7 3.4 50.0 55.3 149.4
Vermont ................................................... 5.3 23.0 6.5 34.8
New Jersey .................... ...................... 352.2 145.0 497.2
Rhode Island ........................................................... 45.8 20. 0 65. 8
Massachusetts .......................................................... 140.0 125.0 2,5. 0
Michipn ............................................................... 326.0 245.0 571.0
Puerto Rico ............................................................. 35. 0 12.0 47.0
Minnesota ........................................... 47.0 76.0 123.0
Maine .............................................. 2.4 12.5 14.9
Pomsylvania .......................................................... . 173.8 255.8 429.6
Delawark ............. 6.5 7.0 13.5
District of COlumbia ....................................... 7.0 22.6 29.6
Alabama ............................................ 10.0 20.0 30.0
Illinois ................................................................. 68.8 307.0 375.8
Arkansas ........................................................................... 20.0 20.0
Hawaii ............................................................................. 22.5 22.5
Nevad ............................................................................ 7.6 7.5
Oreon ............................................................................. 18.5
Mryland ........................................................................... 36.1 361.
Montana ........................................................................... 1.4 1.4

Total ........................ 31.8 62.4 17.2 1,477.7 1,506.8 3,095.9
I Actual Iiins received... .............................................. 1203.0
Less repayment through redued amplyar credits ................................... (12. 8)

Total .......................................................................................... 190.2
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EXHIBIT 6

ESTIMATED FUTA COSTS REVENUES, AND BALANCES, H.R 10210

Ila bifliois of dollai

Cumulative
Fiscal year godCast Rewi" balaice

Transition quarter ............................................................................. -7.7
1977 ............................................................. 4.0 1.8 2-4.3
1978 ............................................................. 2.2 2.5 -4.0
1979 ............................................................ I1.6 3.1 -2.5
1980 ............................................................. 1.5 3.3 -. 7
1981 ............................................................. 1.6 3.6 3
1982 ............................................................. 81.6 3.3 ft. 0

SBased on wale and salary pro , s by Congressional Budaqt Office Fiscal Analysis Division July 31, 197 ftorecet
Revenues reflect a $5,400 taxable , bane effective Jan. 1,1978, end lncroase in the tax rate to 0.6 percent e ctive
Jan 1 1977; 0.7 percent effective Jan. 1,1978 through Dec 31 1981; and a rate of 0.55 percent effective Ja. , 1982.

I Adjusted to reflect deduction of the $5,600,000,000 cost of'the FB pregrm.
I Estimated by UBA, Inc.

EXHIBIT 7

INDEX

UI Benefits, Wages and Consumer Prices

1967-1975 (1907=100.0)

MUM

69 70 71 72 73 74 75 76

"Beacoa Ct UD

Ea'ibit 8.-StaLes using benefit escalator formula
Ssoakstar

States: pemrfntsge
Arkansas, District of Columbia, Delaware, Iowa, Louisiana, North

Dakota, Pennsylvania, South Carolina, West Virginia, Wisconsin. 66%
Utah -------------------------------------------------- 65
Minnesota (not to exceed $116)-gSouth Dakota ----------------- 62
Colorado, Connecticut (percent of average production wage)-Idaho,

Kansas, Montana, Puerto Rico, Rhode Island, Vermont ---------- 60
Massachusetts ------------------------------------------- 57.5
Oklahoma, Oregon ---------------------------------------- 55
Maine ------------------------------------------------- 52
Illinois (excluding dependents' allowance), Kentucky, Nevada, New

Jersey, New Mexico, Washington, Wyoming ------------------- 50
Ohio (has an "escalator" which ties this increased benefit maximum

to the percentage increase in the state's average weekly wage) ......

130

120

110

100

1967

9

a
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EXHIBIT 9

ESTIMATED 1975 ANNUAL COST OF 669 BENEFIT STANDARD

State

Alabama I ...........................
Alaska ..............................
Arizona ..............................
Arkansas' ...................
California .......................
Colorado .....................
Connecticut .....................
Delaware t ...........................
District of Columbia ' ..................
Florida ....... ............
Georgia ..............................
Hawaii I .............................
Idaho ...............................
Illinois I ......................
Indiana .......................
Iowa..........................
Kansas .......................
Kentucky .....................
Louisiana .....................
Maine ' ......................
Maryland I .....................
Massachusett I .................
Michigan ' ...........................
Minnesa I ....................
Mississi ppi ...................
Missouri. ...........................

Cost

$4000000
8,000.000

19,000,000
193,000,000

2,000,000
16,000,000

1020
3, 000,000
3,000,000

1,600,000
7,000,000

98,000,000
'0

6,900,00023,000,000
2 0

5,000,000
22,000,000
31,000,000
79, 0000
5,300000
6 ,900,000

73,000,000

State

Montana ' .........................
Nebraska ............................
Nevada, .............................
New Hampshire .......................
New Jersey I .........................
New Mexico .........................
New York ...........................
North Carolina ........................
North Dakota .........................
Ohio ................................
Oklahoma ............................
OreM .............................
Pennsylvania I .......................
Rhode Island I ........................
South Carolina .......................
South Dakota .........................
Tennessee ...........................
Texas ...............................
Utah ................................
Vermont I ............................
Virginia .............................
Washington I .........................
West Virginia .........................
Wisconsin ............................
Wyoming ............................

Cost

4,900,0005, 500, 000
7,200,000

560,000
130 000,000

3,000,000
181,000,000

90tO0
75,000,000
3,000,000

16,000,000sO
4,000,000

800,000
6,500,000

46,000,000
500,000

5,' 800,00DD
7,700,00028,000, 000

so
1,300,000

I Has received advances from Federal unemployment account.
SAlready meets standard, therefore no increase cost.

Source* COCUSA.
EXmIT 10

Present and Proposed Unemployment Insurance Coverage of Wage and Salary Employment
Under H.R. 10210

CALENDAR YEAR 1974

i.1 m,,nLOC" GOVIRtSNT
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STATn 43INT o' AuznxcvN RETAIL FEDERTTION, BY Sa hsuL E. DYEa

I am Samuel E. Dyer, Operating Vice President for Federated Department
Stores headquartered in Cincinnati, Ohio. I am one of five employer representa-
tives presently serving on the U.S. Department of Labor's Federal Advisory
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Council on Unemployment Insurance, and a member of the Employee Relations
Committee of the American Retail Federation.

I am here today to present the views of the American Retail Federation on the
Unemployment Compensation Bill, H.R. 10210. The American Retail Federation
is made up of state retail associations in all of the 50 states and the District of
Columbia, as well as 32 fiational retail associations. Through these associations,
the Federation represents 1,000,000 retail companies. They employ over 11.000,000
full and part-time workers, representing well over 10% of the nation's work
force.

As a labor-intensive industry, retailing is very much concerned with the in-
tegrity of the unemployment compensation system. This system has been-and
is--one of the nation's most successful programs for income maintenance. It is
based upon a federal-state relationship, in which they are equal partners. Dur-
ing the recent recession, the system functioned exceptionally well.

We believe in the federal-state partnership, therefore; we are very pleased to
have this opportunity to testify In support of H.R. 1210. First however, we urge
several amendments, and oppose any amendments which would erode the in-
tegrity of this system, or place an undue burden on the payroll tax.

Retailing's views, in general, have been set forth in my detailed statement in
behalf of the U.S. Chamber of Commerce. The purpose of this statement is to
highlight the views of the American Retail Federation and to indicate our major
concern: adequate financing of the Federal-state programs, and unequivocal op-
position to federal standards.

Consistent with the above principles, we urge the enactment of H.R. 10210 by
the 94th Congress. We have the following suggestions for amendments to insure
adequate financing without an undue burden on the employer payroll tax:

1. General revenue flnancing.-This Committee should adopt an amendment
which would transfer the financing of Federal Supplemental Benefits from pay-
roll tax revenues to general revenues. This amendment alone will eliminate about
$5.6 billion of the anticipated deficit by 1982.

2. Federal supplemental benefts.-The Federal Supplemental Benefit program
i, the biggest contributor to the current deficit ($4.5 billion of $7.7 billion). The
FSB program is scheduled to expire on March 1, 1977. By that time, as indicated
above its total cost will be $5.0 billion. We believe that the program should not
N- extended beyond that date. It has served its purpose and should be phased
out.

S. Taxable wage base.-With general revenue financing of Federal Supple-
mental Benefits, a more moderate increase in the taxable wage base to $5,400
will be sufficient to meet other financing needs and provide a surplus in the FUTA
funds by 1981 (see Exhibit No. 1 attached).

4. Tax rate.-In order to adequately finance FUTA (assuming general reve-
nue financing and an increase in the taxable wage base to $5.400). a tax rate
increase will also be necessary; however, the increase would be to 0.0% effective
January 1, 1977, and 0.7% effective January 1, 1978, through December 31, 1981.
After 1981, the rate would be reduced to 0.55%.

5. Federal na/ge base v. fState wage base.-..iAnother major defect in the financ.
Ing provisions of H.R. 10210 is that it continues to tie the state wage base with
the federal Wage base. This provision mistakenly assumes that state and federal
financing problems are similar, when in fact, they are diverse. There are 52
state programs, each of which is unique. For example. some 21 states have ex-
hausied their trust funds, or nearly so: however, some 31 states have not. By
releasing the state taxable wage base to become a function of state law. tile
states would be better able to solve their individual problems. and the federal
government could, with greater ease, adjust its taxable wages to meet changing
needs. Accordingly, we strongly urge the Committee to make the federal taxable
wage base increase optional for the states.

6. Summary of financ4ng provtsions.-Exhibit No. 1 is based upon the above
recommendations, which are: (a) an increase in the taxable wage base to $5,400,
effective January 1. 1978; (b) an increase in the tax rate to 0.60% on January 1,
1977 and 0.7% on January 1. 1978-returning to 0.55% in 1982; and, (c) most
important-general revenue financing of FSB--exhibit No. 1 clearly reflects that
at the end of 1982. a surplus of $8.0 billion will be available in the FUTA funds.

By a combination of wage base and tax rate increases, the burden of the
additional employer tax will be more equitably distributed between hirh-wage
and low-wage employers. Also, by divorcing the state and federal taxable wage
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base, both .the federal and state governments will have greater flexibility in
solving the diverse and unique problems.

Retailing believes that these proposals are responsible ways to provide ade-
quate financing for the federal trust fund. We further believe that general reve-
nue financing of Federal Supplemental Benefits is not only necessary, but an
appropriate means of meeting the fiscal burden involved in the additional un-
employment costs resulting from the econ6nic recessions. General revenue for
FSB financing previously has been endorsed by this Committee; the Federal
Advisory Council on Unemployment Compensation; the National Manpower
Policy Commission; the National Conference of Employment Security Adminis-
trators; the Upjohn Institute for Employment Researcb; and nearly all of tile
witnesses before the House Ways and Means Committee during its indepth
hearings on this bill.

The reason general revenue financing is more appropriate for FSB is that
it is in the nature of a welfare program, rather than unemployment insurance.
It must be remembered that those who become eligible for FSB have exhausted
both regular and extended benefits, and are in their 40th week of employ-
ment. Unemployment of this duration has little, if any, relationship to the
claimant's former employment. After 40 weeks, his unemployment is a function
of the overall economy or the claimant's lack of needed Job skills. Under these
circumstances, forcing an employer to pay unemployment benefits beyond tile
39th week is a gross misuse of the payroll tax.

There are several other concerns of retailing in H.R. 10210 which merit the
consideration of this Committee: -

Coverage
The American Retail Federation believes that the benefits of unemployment

compensation should be extended to the largest feasible number of employees.
We, however, are concerned with provisions of H.R. 10210 which extend cover-
age to agricultural labor. We believe that the coverage provisions could ad-
versely affect many family farms, particularly those incorporated under Sub-
chapter S of the Internal Revenue Code. This Committee might well consider
raising the coverage requirements for agricultural employees, both in terms of
the number of employees and the amount of payroll required.
Trigger mechanisms

H.R. 10210 provides for the extended benefit program to trigger in a state
where: (1) the national insured unemployment rate is 4.5%; or (2) tile state
insured unemployment rate it 4%.

These rates are too low, and this Committee should take a hard look at the
additional cost which these rates will produce. Since the trigger concept was
originally conceived in 1970, the Congress has acted to change or modify the
trigger mechanism on seven different occasions. This indicates a real problem
with triggers. We believe the problem of trigger mechanisms should be referred
to the National Study Commission for an in-depth review.

In the meantime, the Congress would be justified in setting the triggers low
enough to provide benefits needed, but high enough to prevent unnecessary costs.
This could be accomplished by raising the national trigger to 5% and the state
trigger to 43,4%.
Special unemployment asst8ance

We note that the coverage provisions of H.R. 10210 are to become effective on
January 1, 1978. This is consistent with the time needed by the states to make
this adjustment in their laws. We note further that the Special Unemployment
Assistance (SUA) program, which Is providing unemployment assistance to
workers not now covered by state laws, is scheduled to expire on March 31, 1977.
This will mean a nine-month gap between SUA coverage and regular program
coverage. Since unemployment is expected to remain high during this period, we
urge the Senate Finance Committee to amend H..1. 10210 to close this gap in
coverage by extending the life of SUA until December 31, 1977.
Administrative problems

While the unemployment compensation program has functioned well during
the recession, which has provided its most difficult challenge, some administra-
tive problems have surfaced. Among these is the lack of attention by the Employ.
ment Service to finding Jobs for claimants. For Instance, according to GAO,
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during fiscal 1975 there were 18.5 million applicants to the Employment Service-
and only 17%, or 3.1 million, were placed in a job. Many of these jobs were of short
duration. Worst of all, 10.8 million, or 58% of the applicants did not receive job
referral, counseling, or any kind of employment service. Most of the job referrals
provided by the Employment Service are for non-claimants. Job-referrals for non-
claimants exceeded job referrals for claimants by a ratio of three-to-one.

The Employment Service is financed almost entirely by unemployment com-
pensation taxes-yet, it provides little service for unemployment compensation
claimants. We urge the Committee to make sure the National Study Commission
closely examines this problem. It should recommend some means to improve the
ability of the Employment Service to find jobs for claimants.
National Study Commission

One of the most productive provisions in H.R. 10210 is the establishment of a
National Study Commission. The retail industry fully supports this provision.
The Commission would be authorized to undertake a thorough review of the
principles and objectives of the unemployment insurance program. Unemploy.
ment insurance legislation has been piecemeal and patchwork, since its inception.
Many suggestions have been enacted into law, without supportive data, taking
into account the complex federal and state relationship, or how the legislation
does fit, or should fit, into other income maintenance programs.
Amendments opposed

Retailing believes that no amendments should be accepted by this Committee
which would:

(1) Establish federal standards for state performance under the Unemploy-
ment Compensation laws-particularly benefit standards, because of the need for
state autonomy and to avoid additional cost, which the program can ill-afford.

(2) Increase the taxable wage base beyond $5,400.
(3) Increase the tax rate beyond 0.7%.
(4) Moderate or forgive the obligation of states to repay in full the moneys

borrowed from FUTA because such states had depleted their own trust funds.
Conclusion

In summary, the American Retail Federation supports H.R. 10210, with the
amendments were have suggested, and without federal benefit standards. The
inclusion of any federal benefit standard would completley alter the retail
industry's support of H.R. 10210.

EXHIBIT NO. I

ESTIMAT- FUTA COSTS, REVENUES, AND BALANCES--H.R. 10210

[Dollar amounts in billions

Cumulativir
Fiscal year Cost Revenue balance

TO ..: ................................. :":.............................. 6.. ..... ,~ " ,}
1977 ...................... .. " .............................. z2 -,:3o
1978 ................ '..".........."........................ . 2.2 2.5 -4.0
1979 ................. 6..............................-....... 1.6 31 -2.51 ............. 3-............................................5 3.3 -.7IU.----------------1.6 3.6 +1.3

11.6 3.3 -3.0

I Based on wae and salary proletions by Congressional Budgaet Office, Fiscal Analysis Division, July 31, 1976, forecast,
Revenues reflect a $5,400 taxable wage base effective Jan 1 1978 end increase in the tax rate to 0.6 percent effective
Jn. 1,1977; 0.7 percent effective Jan. 1, 1978 through De 31 181; and a rate of 0.55 percent effective Jan. 1, 19112.

Adjusted to reflect deduction of tofe $5,60,000,O(O cost of the FSB program.
Estimated by UBA, InC.

STATEMENT OF PAUL P. HxNKEL, oN BEHALF OF MEMBEn STATE CHAMBF.RS Of
THE COUNCIL or STATE CHAMBERS OF COMMERCE, BEFORE THE SENATE FINANCE
COMMITTEE ON UNEMPLOYMENT COMPENSATION, H.R. 10210, SEmPTMBIR 9, 1976

'My name is Paul Henkel and I am Manager of Payroll Taxes for Union Carbide
Corporation.I am Chairman of the Social Legislation Committee of the Council
of State Chambers of Commerce and I am appearing on behalf of the member
State Chambers of Commerce of the Council which are listed at the end of this
statement as having endorsed it.
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My testimony will emphasize two points:
1. No Federal benefit standards should be added to the bill by the Senate.
2. The taxable wage base should not be increased above the $6,000 contained

in the bill as passed by the House. In fact, we will present statistics that indicate
that a Federal base of $5,400 would be adequate. Only the Federal base should
be increased, thus leaving each State free to determine what base is needed
for its particular requirements.

DECISIVE HOUSE VOTE AGAINST FEDERAL BENEFIT STANDARDS

On July 20, 1976 by a vote of 281 to 113 the House defeated an amendment
to add a Federal Benefit Standard to H.R. 10210. This overwhelming rejection of
the benefit standard concept indicates that if the Senate should choose to add a
benefit standard to the bill, this late in the session, it would seriously jeopardize
the chances for the passage of the bill. Certainly, the State Chambers and other
business groups would go all out to prevent the final enactment of any bill con-
taining a benefit standard.

TIE CASE FOR TIE FEDERAL-STATE SYSTEM

State control of unemployment benefits is an essential element of the Federal-
State employment security system. For Congress to set standards on benefit
amounts, duration, eligibility and disqualifications would make the States mere
administrative agents. This is precisely what labor unlon spokesmen proposed;
in fact, they admittedly would prefer Federal administration. They view Federal
standards as a step toward their ultimate objective.

Federal standards on eligibility and disqualifications would weaken the States'
ability to combat abuses. This would bring the program Into further public dis-
repute, especially after recovery from the present high levels of unemployment.
Federal control would inevitably, we believe, lead to an underiffning of the
exprience rating tax systems that provide an important incentive for employers
to cooperate with administrators in preventing abuses and to stabilize employ-
ment. Control of abuses helps keep the program sound for those who become
unemployed "through no fault of their own" and who are "available for work."
These are important "social insurance" concepts that, along with a wage-
related benefit system, help distinguish unemployment compensation from
welfare.

.The determination of benefit amounts, duration, eligibility, and disqualification
ts an interrelated process. The AFL-CIO recognizes this and urges Congress to
make the basic decisions in all these areas. Those who have had first-hand
experience in amending State unemployment laws know that it is very difficult
to tighten up State laws against abuses so that only those who are unemployed
through "no fault of their own" receive benefits unless It Is done at the same time
benefits are increased.

We oppose the enactment of the Federal U. I. benefit standard because:
1. It is not necessary In achieving adequate benefit levels;
2. The standard being proposed Is only an hypothesis and It does not insure

the attainment of, and is not the exclusive way of achieving the stated objective:
80% of the claimants receiving half pay;

8. Twelve State unemployment Insurance laws which provide dependency
allowances would have to be drastically remodeled;

4. The standard would Increase rather than minimize the disparity in the
cost of U. I. benefits among the States;

5. Contrary to the assertions of the proponents of Federal standards which
attempt to discredit the current State laws, unemployment insurance benefit levels
have increased faster than average weekly wages In covered employment and
faster than the Consumer Price Index;

8. A benefit standard could signal the destruction of the present Federal-State
partnership in unemployment insurance and inevitably would lead to similar
standards in all other facets of unemployment insurance;

7. We question the ConVressional capability to do a better Job than the State
legislatures have done. It would be difficult for Congress to take over from the
State legislatures the responsibility for correcting abuses and adequately dealing
with benefit needs. Situations and economic conditions vary greatly In different
,parts of the country. Congress does not have the time to devote to this matter;
most State legislatures consider TIC each session. Many States have developed
Advisory Committee aind "Agreed 1Bill" procedures. This would be .ery difficult
at the Federal level.
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We believe the States have shown remarkable progress in increasing maximum
weekly benefit amounts over the last ten, and more particularly, over the last
six years. Further, we believe the more immediate problem of national concern
is the restoration of the State unemployment insurance reserves, the repayment
of Federal Title XII advances made to State unemployment trust funds, and
the financing of Federal extended benefits. This will require greatly increased
tax costs for employers extending into the 1980's even without any benefit
standards being eiiacted. This is no time to adopt proposals that will greatly
compound the financial problems of most State unemployment insurance pro.
grams.

We have appended hereto material (Tables I-11I) developed by the UBA,
an employer supported organization which is the research arm of the employer
community in unemployment and workmen's compensation matters.

The salient facts in Table I of this material are that in the last ten, and in the
last six years, the average weekly U. I. benefit has in both instances increased
faster than average weekly wages and the Consumer Price Index!

For the average weekly benefit to increase faster than wages, the States
maximum also must have increased faster than the average weekly wage. Thus.
this is evidence that Federal benefit standards are not needed to force the
States to increase their maximums.

The data in Table II have direct relevancy to the question of the need for
and efficacy of the proposed Federal benefit standard. It is our view that the
State laws are approaching reasonable and equitable levels; therefore, there is
no need to enact Federal control legislation.

At this point, It should be noted that these improvements have been achieved
with the support and aid of the employer community! Over the last six or seven
years, this Council's Social Legislation Committee membership, the respective
member State Chambers of Commerce of the Council, and other national and
State employer groups have actively worked toward this end.

The salient facts concernig State maximum weekly benefit amounts in Table
II are that since 1969:

46 States raised their maximum by 50% or more-the highest was 161%.
In termi of dollars

38 States raised their maximum by $40 or more;
48 States raised their maximum by $20 or more.
Thirty-five States use an "escalator" formula to set the maximum n6 less than

50% of statewide average wages (12 States use a 66% 1 escalator formula).
It should be noted in 23 of the 35 States which have adopted an escalator formula,
the State legislators have rejected the 66 two-thirds percent concept.

The data in Table III show a wide disparity in the States' average weekly wage
(from a low of $108.00 to a high of $294.00). This disparity is reflected in the
fourth column of the table showing the proposed Federal benefit standard as
applied to each State. The disparity in the fifth and sixth columns is reflected in
reverse effect. The States with lower maximums in relation to the Statewide
average wages would need the greatest increase in those maximums to meet the
proposed standard (in terms of absolute dollars and percentages).

A list of the Stateu that would be most disadvantaged include eight major in-
dustrial States: California, Illinois, Indiana, Michigan, New Jersey, New York.
Ohio and Texas. Three of these States have a variable maximum weekly benefit
formula with dependency 'allowances. These eight States provide approximately
38% of the nationwide insured employment.

FEDERAL UC FINANCING

In September 1975, the Mepartment of Labor apprised the House Ways and
Means Committee that by the end of fiscal-year 1977 the States would have to
borrow $13.6 billion and $4.6 billion would have to be advanced to the Federal
Extended Unemployment Compensation Account. Now in August 1976, the Depart-
iuent says that the States will have to borrow only $3.8 billion but the Federal
Extended Unemployment Compensation Account will have to be advanced $10.1
billion. The latest figures exclude Supplementary Unemployment Assistance
which is fully federally funded and presume there will be no Federal Supple-
mentary Benefit extension.

We surmise that the September 1975 State borrowing data were overstated to
press the need for a federally mandated $6,000 taxable wage base; and the federal
borrowing data was understated to minimize the federal financing problem and
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the cost of the Federal Supplement Benefit (FSB) program which we think is
the greater problem. We believe that the Department of Labor "flipfiop," which
is illustrated in the following table, strengthens our position that only the Federal
taxable base should be increased and not also the State base as proposed in
H.R. 10210.

FEDERAL AND STATE BORROWING (EXCLUDES SUA)

(Based on current legislation with no FSB extension)--(In millions)

Time period Federal I State 2 Total

Through Sept. 30, 1976 .................................... $7, 700.0 $3, 200.0 $10, 900.0
Current projection by USDL through fiscal year 1977 (Au 9,1976) .... 10, 100.0 3, 800. 0 13, 900.0
Projection through fiscal year 1977 presented by USOL and used by Ways

and Means Subcommittee during mark-up session (Aug. 26, 1975)-... 4,600.0 13, 600.0 18,200.0
Difference between Original and current projection (through fscal year

1977) .......................................................... +5,500.0 -9,800.0 -4,300. 0

Advance to extended unemployment compenution account.
5 Advance from Federal unemployment accounL

The Finance Committee print of Staff Data and Materials on H.R. 10210
issued last Friday, September 8, page 44-45 indicates that 21 States and Puerto
Rico have on their own raised their taxable wage base above the $4,200 Federal
base. When we testified before the House Ways and Means Unemployment Com-
pensation Subcommittee in July of last year, 13 States had already raised their
taxable wage base above the Federal base. This indicates that the States are
capable of making their own determination of what their taxable wage base
should be In terms of their own situation. We predict that if Congress were to
indicate that it is going to leave each State free to set its own base, in light of
its needs, the States will do an even better Job than under the current situation
since some States have been waiting for Congress to make the decision for
them.

Because of the questionable credibility of the Department of Labor estimates,
the UBA Inc., an employer sponsored research group, developed independent
estimates based on Congressional Budget Office forecasts of future wage levels
through 1982. The CB0 projections in July 1976 were used, as was a historic
73% relationship between total wages and FUTA covered wages to develop the
proposed FUTA wage base through 1982. This and further methodology used
indicates that the base will rise 90% through 1982 and not the much lower
percentage projected by the Department of Labor. (Again-, the Department of
Labor seems to understate data to support the need for an $8,000 rather than a
$6,000 wage base limit.) The UBA his sought and has received substantiation

* from industry-based economists that the UBA approach is more realistic and
more In line with expected wage Increases.

Using this data, the UBA has developed alternative proposals for a $5,400
wage base effective in 1978. Table IV Indicates that a positive balance of $900
million can be obtained by the end of calendar year 1982 and $1.6 billion by
January 81, 1983. A positive balance of $1.8 billion can be obtained as easily as
1981 if the Federal Supplemental Benefit (FSB) of $5.6 billion is paid froim.
general revenue as assumed In Table V. The Senate has voted to use general
revenue, rather than employer payroll taxes for this purpose in the past, but
that was rejected by the House. We believe the Senate was correct.

We support this proposal because It could solve the problem of financing the
Federal UC deficits and leave the tites with the necessary flexibility to restore,
where necessary, the solvency of their State unemployment funds. It would also
permit those States which hare not had unmanageable recession unemployment
benefit bats' tb reta i theji' normal exp ttence rating formulae without drastic
change. In any event, we see no need whatsoever for a FUTA taxable wagd bAse
more than $6,000.

EXTENDED BENETrI TRIGGERS

We do not believe that the 4% seasonally adjusted trigger for extended bele-
fits contained In H.R. 10210 is a proper answer. Analysis of how it would have
worked In the past (1967-1978) reveals that some 17 States ,would have been
triggered on more than 50% of the time. We believe that a better solution for
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the trigger problem would be to keep the 120% provision operative, but an
optional provision that would permit a State to waive the 120% provision of
insured unemployment equaled or exceeded 6% should be added.

CONCLUSION

In conclusion, to sum up: No Federal benefit standard should be added to
HR. 10210. In view of the decisive House rejection of a benefit standard amend-
ment, the addition of such a standard would seriously jeopardize the chances
of this bill being enacted this session.

Only the Federal taxable wage base should be Increased. Each State should
be left free to make its own decisions as to its taxable wage base in terms of
its own requirements. Also, each State should be given an option, in addition to
the 120% requirement, to trigger extended benefits when unemployment equals or
exceeds 6% in lieu of the inadequate provision in H.R. 10210.

The following State Chambers of Commerce have endorsed this statement:
Alabama Chamber of Commerce
Arkansas State Chamber of Commerce
Colorado Assoc. of Com. & Ind.
Connecticut Business & [nd. Ass'n.
Delaware State Chamber of Com.
Florida Chamber of Commerce
Georgia Chamber of Commerce
Indiana State Chamber of Commerce
Kansas Ass'n of Com. & Ind.
Kentucky Chamber of Com.
Maine State Chamber of Com.
Maryland State Chamber of Com.
Michigan State Chamber of Com.
Minnesota Assoc. of Com. & Ind.
Mississippi Economic Council
Missouri Chamber of Commerce

Montana Chamber of Commerce
New Jersey State Chamber of Com.
Empire State Chamber of Com.
Ohio Chamber of Commerce
Oklahoma Chamber of Commerce
Pennsylvania Chamber of Commerce
South Carolina Chamber of Commerce
Greater South Dakota Association
East Texas Chamber of Commerce
South Texas Chamber of Commerce
West Texas Chamber of Commerce
Tennessee Taxpayers Association
Virginia State Chamber of Commerce
West Virginia Chamber of Commerce
Wisconsin Association of Mfgs. & om.

%TABLE .--NDEX OF CONSUMER PRICES, AVERAGE WEEKLY BENEFIT AMOUNT, AND AVERAGE WEEKLY WAGE
IN STATE UNEMPLOYMENT INSURANCE COVERED EMPLOYMENT

1-67-1001

Comswmv AwoeiL bawft Averap weekly wage
.pri__ scoredd employment)

Ywr Index AWBA Index AWW Index

1960 ........... .. . $41.2. 0.1 1t,
.7.2 39.76 96.4 114.51

":'0'4.1-.-.3:0 1'9:'-I'll.. 4 1o 4
1969...1il 46.17 1ll.$ 134., 113.21970. ........... ..... 12.3 5

U.9 14 173 . 17 3.

19-75a 161.2..51.1 0 38. 18.3

P

'I
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TABLE II.-CHANGES IN UNEMPLOYMENT COMPENSATION MAXIMUM WEEKLY BENEFIT LEVELS

Maximum WBA's Increae
St*te July 1969 August 1976 Amount Percent

Alabama ................................... $44 $46 10C
Alaska.. .............................. 6- 90-120 30-35 50-4
Arizona .................................... 50 85 35 70
Arkansas ................................... 47 100 53 113
California .................................. 65 104 39 60
Colorado ................................... 71 114 43 61
Connecticut ............................... 76-114 100-165 34-51 4545
Delaware ................................... 55 1 125 70 127
District of Columbia ......................... 63 139 76 121
Florida ..................................... 40 82 42 105
Georgia .................................... 47 90 43 91
Hawaii ..................................... 72 112 40 56
Idaho ...................................... 56 99 43 77
Illinois ..................................... 42-70 106-135 64-65 152-93
Indiana .................................... 40-52 69-115 29-63 73-121
Iowa ...................................... 58 116 58 100
Kansas .................................... 55 101 46 83
Kantucky .................................. 52 87 35 67
Louisiana .................................. s o 90 30 60
Maine ..................................... 52 79-119 27-67 52-129
Maryland .................................. 60 89 29 48
Massachusetts .............................. 457 101-152 '44 277
Michigan ................................... 46-76 97-136 51-60 111-79
Minnesota .................................. 57 113 56 98
Mississippi ................................. 40 so 40 10
Missouri ................................... 53 85 32 60
Montana-. .......................... 42 94 53 124
Nebraska .................................. 48 80 32 67
Nevada .................................... 47-67 94 47-27 10-40
New Hampshire ............................. 54 95 41 76
Now Jersey ................................. 65 96 31 47
New Mexico ............................... 53 78 25 47
New York .................................. 65 95 30 46
North Carolina .............................. 50 105 55 110
North Dakota ............................... 51 107 56 109
Ohio ....................................... 47-66 95-150 8 102-127
Oklahoma .................................. 38 93 55 145
Oregon .................................... 55 102 47 85
Pennsylvania ............................ 60 125-133 65-73 108-122
Puerto Rico ............................ 36 55 19 53
Rhode Island .............................. 56-76 100-120 44-44 79-58
South Carolina .............................. 50 103 53 106
South Dakota ............................... 41 89 48 117
Tennessee ................................. 47 85 38 81
Texas ...................................... 45 63 18 40
Utah ....................................... 54 110 56 104
Vermont ................................... 56 96 40 71
Virginia .................................... 48 103 55 115
Washington ................................. 42 10! 60 143
West Virginia ............................... 49 128 79 161
Wisconsin .................................. 66 122 6 85
Wyoming .................................. 53 95 42 79

78-153-.70---7

I When 2 amounts are given, the higher amount includes allowances for dependents.
I Percentage used in "escalator" will increase to 63 percent effective July 1, 1977, and to 66 percent effective July 1,

1978.
8 Effective SepL 1,1976, maximum wba will be a by a 66 porcmt "ascator" provision.
' Maximum augmented amount not given sInce augmentaton was limited only by claimant's average weeldy wage In

1969.
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TABLE IIl.--CURRENT MAXIMUM WEEKLY BENEFIT AMOUNTS COMPARED TO MAXIMUM WEEKLY BENEFIT UNDER

THE 66% PERCENT PROPOSAL

Avera Maximum Increase in maximum
weekly Percent of WBA under WBA under 66%waI Maximum aver age 663 percent proposalcalendar WBA weekly percentState year 1974 Aug. 1976 wige proposal Amount Percent

Alabama ...........................W Alaska ..................- Arizona ............................

Arkansas ..........................
California ..........................
Colorado ...........................
Connecticut ........................
Delaware ..........................
District of Columbia .................
Florida .....................
Georgia ............................Hawaii .............................
Idaho .............................
Illinois ...........................
Indiana ............................
Iowa...........................
Kansas ............................
Kentucky ..........................
Louisiana ..........................
Maine .............................
Maryland ..........................
Massachusetts ......................
Michigan ...........................
Minnesota ........................
Mississippi .........................
Missouri ...........................
Montana ...........................
Nebraska ..........................
Nevada ............................
New Hampshire ....................
New Jersey ........................
New Mexico ....................... .
New York .........................
North Carolina ......................
North Dakota .......................
Ohio ..............................
Oklahoma ..........................
Oregon ..........-. ..........
Pennsylvania .......................
Puerto Rico ........................
Rhode Island .....................
South Carolina ......................
South Dakota .......................
Tennese .........................
Texas.............................
Utah ......... .................
Vermont ...........................
Virginia ........................
Washoln .......................
Westlrzl .........................
WisconsIn .........................
Wyomoing....- .-----------

$153
294
173
137
189
171
189
195
201
161
158
162
151
197
180
161
155
161
160
141
173
172
212
171
134
171
149
155
176
149
191
147
202
146
148
190
157
186
182
108
154
143
133
151
163
154
150
156
186
174
173
168

90g
85100

104
114

110-165
4125
139
83
90

11299
106-135
69-115

116
101
87

'90
79-119
. 89

101-152
97-136

113
8o
85
94
8o
94
95
96
78
95
105
107

95-150
93

102
125-133

55
100-120

103
89
85
63
110
96
103
102
128
12295

59
31-41

49

67
58-81

57

5449

54

51

46-64
66
60
50
63
52
53
64
5o
5347

50.
59
55
(1)
5165-78

56
39
71

55

$102 812 13
196 106-76 118463115 30 35

114
126 ................

105 15 17

2131 '25 '24
120 51-5 74-4

107 20 23

115 26 29
115 '14 814141 44-5 45-4
114 1 189 9 11
114 29 34
99 5 5

103 23 29117 23 24
99 4 4

127 31 32
98 20 26

135 40 42

105 12 13
124 22 22

103 53 13
(5) (t)1n.....i........... i1)

101 16
109 46 73103 ........... . .
104 1 1
124 22 22

a

I When 2 amounts are given, higher amount Includes awance for dependents.S I Benefit maximum currently (or scheduled to be) st at 66% percent o(Stt average weekly wal.I Maximum with dependents' allowance replaces 6634 p or more) of State average weely wage.4'Percentage used In "escalaftr" will Increase to 63 percent eectve July 1.1977, and to 663 percent effective July 1,1978.
a Effective Sept. 1, 1976. maxlmumn WBA will be set byea 6634 percent "oesalt" provision

10
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TABLE IV.-ESTIMATED FUTA COSTS, REVENUES, AND BA,.ANCES--.,. 10210

ufn billions

Cumulative
Fiscal year Cost Revenue t balance

Tq . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . ........ . . . . . . . . .  .
197 ............................................. 2 .2 2.5 -9.6
1978 ........................................ :........ :........... ........ 4 s.
1979 .......................................................... 1.6 3.4 -7.8
1W ..................................................... 1.5 3.8 -5.5

1.8 4.1 -3.0
............................................. '1.6 4.4 8 -. 2

I Based on wie end salary projections by Congressional Budget Office, Fiscal Analysis Division July 31, 1976,forecast,
Revenues reflect a $4,400 taxable wage base effectie Jan. 1. 1978, and Increase the tax rate lo 0.% pqrcent effective
Jan. 1, 1977; 0.7 percent effective Jan. 1, 1918; and 0.8 percent effective Jan. 1, 197S,

SEstimated by UBA, Inc.
Fiscal veer 198 ends Sept. 30. 1982. Tax gollections during October 1982 based on 3d quarter 1982 wages are estimated

at $1,100,000,000 thus leaving a positive baine of $900,000 000 at the end of calendar year 1982, in addition, another
O0,:*'0 'will be collected in Janualy.1983 based on 4th quarter 1982 wages so that by the end of January

983. FUTA uoonts would have s positiveesence of $1,600,090,000.

TABLE V.-ESTIMATED FUTA COSTS, REVENUES, AND BALANCES-H.R. 10210

(in biflions|

Cumulative
Fiscal year Cost Revenue I balance

T ................................................................................... .. -$1.
1977"........................................................ $4.0 $1.8 ,-4.3
1978 ........................................................ 2.2 2.5 -4.0
1979 ............................................................ 1.6 3.1 -25
1990 ........................................................... .15 3.3 -. 7
1981 ............................................................ 1.6 3.6 +1.3
1982 ............................................................ . 1.6 3.3 +3.0

1 Brd on wage nd salary projections by Congressional Budget Office Fiscal Analysis Division, July 31, 1976 forecast.
Revenues reflect a $5,400 taxable wage base effective Jan. 1, 1978, ana increase in the tax rate to 0.6 percent effective
Jan 1 1977' 0.7 percent effective Jan 1 1978 through Dec. 31, 1981; and a rate of 0.55 percent effective Jan. 1. 1982.

0 Adjusted to reflect deduction of the $5,600,000,000 cost of the FSB program.
I Estimated by UBA, Inc.

TESTIMONY ON BEHALF OF THE NATIONAL ASSOCIATION OF MANUFACTURERS

SUMMARY OF PRINCIPAL POINTS

(1) Wage base increase should be held to $5,400, with a sliding tax Increase
of 0.1% yearly to 0.8%, then reverting to 0.55% after five years or until all
advances from general funds have been repaid. This would result In faster deficit
reduction and a better distribution of the tax burden among different types of
employers.

(2) Regarding the Extended Benefit trigger, the 120% requirement should
be retained, but with the proviso that each state be allowed to adopt a higher
trigger figure than the current 4% to cope with the effects of chronically high
unemployment rates.

(8) NAM backs the list of items mandated for study by the National Study
Commission under H.R. 10210. Particular attention should be given to fraud
and abuse, and the Commission should also consider UW's work disincentive
effects and overlap with other income maintenance programs, as well as the
Extended Benefit trigger.

(4) NAM continues to oppose Federal benefit standards as an unnecessary and
dangerous Federal intrusion into state control of UG programs.

(5) Any extension of the Federal Supplemental Benefits (FSB) program is
undesirable. Employers should not have been taxed for benefits beyond the 89th
week, as they have been under FSB, and should not be so taxed in the future.



STATEMENT

I am Julius E. Kubler, President of Associated Industries of Oklahoma. Mfy
organization is affiliated with the National Industrial Council, which is a part
of the National Association of Manufacturers, and I also serve as Chairman
of the National Industrial Council's Unemployment Compensation Advisory
Committee. I appreciate and welcome this opportunity to appear today on be-
half of the National Association of Manufacturers whose membership includes
more than 18,000 companies--80% of whom employ fewer than 500 employees--
primarily engaged in manufacturing.

American industry recognizes the need for a viable program of Unemployment
Compensation. Such a program provides necessary assistance for those unem-
ployed as a result of economic factors and serves to keep up consumer demand
and speed recovery in times of economic recession. But high unemployment,
combined with some abuse of the system and significant extensions of duration,
has caused the U1 system severe financial difficulties. Federal Unemployment
Tax revenues were suddenly expected to cover an additional 26 weeks of bene-
fits under the Federal Supplemental Benefits (FSB) program, as well as higher
f tended Benefit outlays, growing state demand for large unemployment com-
pensation loans, and accompanying administrative expenses. Small wonder that
we are here today seeking a way out of the UC financial dilemma before the
situation deteriorates even further.

The final form of the IHouse-pasqed bill, H.R. 10210, approaches the financing
problem with some degree of rationality. Proposed wage base increases were
held down, tax rate increases were incorporated to reduce Federal Trust Fund
deficits, and a National Study Commission was created and charged with the
responsibility of analyzing the UI system, hopefully to correct some of its cur-
rent aberrations. Most importantly, a proposal to establish Federal benefit stand-
ards was soundly defeated, proof that most Congressmen realized the absurdity
of increasing benefit levels at a time when statea.cannot pay for current levels
and must pay extra amounts to erase past deficits. But there are aspects of
H.RI 10210 that deserve further consideration and refinement now that this
legislation Is on the Senate side.

First of all, adjustments are necessary in the wage base and tax rate figures.
Instead of the $6,000 wage base and 0.7% tax rate, we advocate the $5,400 base
with a tax increase to 0.6% the first year, rising 0.1% per year to 2.8%, then
reverting to 0.?5% after fire years or until all advances from the general treasury
have been repaid. The sliding tax rate coupled with a lower wage base
would reduce the Federal Trust Fund deficit more quickly than would the H.R.
10210 formula, while spreading the tax burden more equitably among different
types of employers.

Secondly, H.R. 10210 does not reach an adequate resolution of the extended
benefit trigger problem. When Extended Benefits were initially established, they
required the fulfillment of two criteria in order to trigger "on" within the state
the additional 18 weeks of benefits the program provides. First, the statewide
insured unemployment rate (I11) had to reach 4 percent over a la-cnnsecutive
week period, and second, the statewide IUR had to equal at least 120% of the
average TUR of a corresponding 13 week period in both of the two preceding years.
The program would trigger off when either of these standards was no longer met.
However, this second standard has effectively been eliminated as a reonlrement.
as Congress has seven times granted states the authority to waive it. The 120%
factor was intended to operate as a check on the TUR factor, but its virtual
elimination left no effective trigger "off" mechanism.

H.R. 10210 does not Include the 120% factor for triggering Extended Benefit
payments. We believe the 120% trigger should he preserved. but with the proviso
that each'state be allowed to adopt a higher trigger figure (say, 6%) as an "on"
and "off" trigger in states with chronically high unemployment. Adoption of this
proposal would provide a practical interim solution until the new National Study
Commission can provide a permanent trigger device.

Regarding the Commission, we applaud the inclusion of the varied Items man-
dated for study by H.R. 10210. The provision calling for examination of frnud and
abnse in TUC programs deserves particular support. The purposes of the 'ommis-
Pion need to be enlarged further, however, to look Into unintentional overlap with
other income maintenance programs--for example, the situation of the retiree
who draws UO payments while also collecting from Social Security or from a
private pension. The work disincentive effects of UC should also be studied and,
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as we noted before, a more responsive system for the payment of Extended Bene-
fits should be developed.

The NAM position on Federal benefit standards is, I think, well known. Along
with the rest of the business community, we are In favor of retaining the coop.
erative Federal-State nature of the program; therefore, we object to mandated
Federal benefit standards In any form. We maintain that such standards fly
directly in the face of the states' legislative power to adapt benefit and tax levels
to local conditions, and serve as a disturbing precexlent for further undermining
state control of UI programs. Federal standards are not needed to force states to
act--every state has provided one or more increases in benefit maximums since
1969 and average unemployment compensation benefits have increased at a rate
aster-than that of the Consumer Price Index. In many states, Federal standards

would mandate higher benefit and cost levels than are needed to provide basic
wage replacement. In short, we think it is evident that standards determinations
are best left to the individual states and NAM is opposed to the inclusion of Fed-
eral benefit standards in any UC bill.

Finally, we are gratified to note that extension of the FSB program is not a
part of H.L 10210. NAM has frequently questioned the Justification for taxing
employers to pay benefits beyond the 39th week, and recent disclosures concerning
fraud and abuse indicate that many UO beneficiaries have taken unintended
advantage of the FSB program by purposely prolonging their unemployment. The
UC system, with its temporary legislative appendages, has increasingly come to
resemble permanent income maintenance for the once-ealployed, rather than an
insurance program of temporary income maintenance for those legitimately con-
nected with the work force. The end of FSB is a start toward bringing tie PC
system back to its original purposes, and we would oppose the inclusion of any
FSB extension in the Senate's UC bill. We view the cost incurred through FSB
as a federal liability which should never have been charged to employers and
should not be so charged now.

In summary, we recognize the crucial need to solve the ITC financing prollem.
H.R. 10210 Is a large step in that direction, but it still requires adjustments in
wage base, tax rate and Extended Benefit trigger mechanisms. In addition, no
extension of FSB and no Federal benefit standards should ho added to tile bill
In the Senate. NAM thanks you for your consideration of our suggest(ions.

Senator GRAVEL. OuIr next witness is Bert Seidman.

STATEMENT OF BERT SEIDMAN, DIRECTOR, SOCIAL SECURITY DE-
PARTMENT, AMERICAN FEDERATION OF LABOR AND CONGRESS
OF INDUSTRIA'-ORGANIZATIONS, ACCOMPANIED BY JAMES
O'BRIEN, ASSISTANT DIRECTOR, SOCIAL SECURITY DEPARTMENT

Mr. SEIDMAN. Thankyou, Mr. Chairman.
My name is Bert Seidlnan, director of the Department of Social

Security, AFL-CIO, and with me is Mr. James O'Brien, assistant
director of that department, and is also a member of the Federal
Advisory Council on Unenploy!ment Insurance.

Mr. Chairman, we appreciate this opportunity to present the views
of the American Federation of Labor and Congress of Industrial
Organizations concerning HWR. 10210. The AFL-CIO with strong
reservations, supports the major provisions of this bill designed to
strengthen and improve the Nat on's. unemployment insurance system.

.... e- have, as the hearing announcement requested, summarized our
testimony. Our prepared statement. discusr.,s in fuller detail the issues
we will mention here, as well as other issues omitted from this sum-
mary. We respectfully requet that our full statement be included in
tle record of these hearings.

.__ 1 .R. 10210 would, to a moderate degree, improve an(l modernize the
existing permanent unemployment insurance program. Therefore, we
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support the major provisions of H.R. 10210 but we also call for its
substantial improvement.

With respect to coverage, the Emergency Jobs and Unemployment
Assistance Act of 1974-Public Law 93-567, usually referred to as
SIA-temporarily remedied one of the more glaring deficiences in the
program. This measure furnished temporary unemployment insurance
coverage to the 12 million workers who are still denied the protection
of the permanent program.

H.R. 10210 would remedy a large part of this deficiency on a per-
manent basis. It would offer the protection of the regular program to
most of the 12 million workers now excluded by extending coverage to
many of the public employees, agricultural workers, and domestic
workers who have been kept outside the system. -

However, it would still leave uncovered approximately 40 percent of
farmworkers and 75 percent of domestic workers. Therefore, in our
detailed statement, we have made specific suggestions for broader cov-
erage of farm and domestic workers than HR. 10210 provides.

The 1970 employment security amendments extended unemployment
compensation coverage to some public employees--workers in State
hospitals and State institutions of higher education. Twenty-nine
States have extended coverage of their program to substantially all
State government employment. But only eight States cover susbtan-
I ially all local government employees.

This is the area of public employment in which job-loss protection
is desperately needed now. H.R. 10210 would correct this glaring
inequity by extendin protection to most public employees. We urge
the committee to include this provision in the bill you report.

We indicated earlier our support for this legislation with reser-
vat ions. One of them concerns the lack of minimum Federal standards.

For mnany years, the AFL-TO has urged enactment of a minimum
Federal standard to provide jobless individuals an adequate weekly
wage replacement; we favor a benefit standard that would gradually,
in a series of steps, increase the pavment to 66% percent of former
weekly wages with an upper limit in each State equal to at least 75
percent of the State average weekly wage.

We have insisted that along with the weekly benefit standard, there
must also be qualifying and duration standards. A glaring gap in
M.R. 10210 is that it does not include these essential minimum
standards.

We urge this committee to add these vitally needed provisions.
The AFIL-CIO is also concerned about the procedures involved in

the imposition of disqualifications. Jobless workers subject to dis-
qualification should be offered a fair hearing which they fail to receive
in many cases under present procedures used in the States.

The courts, in recent years, have repeatedly criticized the State
procedures and overruled and reversed the decisions of State adiudi-
cators due to the lack of proper procedural safeguards. The A.FL--
CIO would like to require all the States to review their appeals proce.-
dures and revise them where necessary to make certain every claimant
has an opportunity for a fair hearin in disputed matters.

A serious deficiency in the existing program relates to financing.
The financing provisions of H.R. 10210 which would increase the
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taxable wage base from $4,200 to $6,000 and increase the Federal
tax rate from 0.5 to 0.7 percent for 5 years, fail to provide a solution
to the problem of zero tax rates and token minimum tax rates that
starve State funds of revenue.

This legislation also fails to face squarely the issue of State fund
solvency. There is absolutely no requirement that the States main-
tain a fund at any minimum level.

We urge a return to the original concept of financing unemploy-
ment insurance, as modified by the 1939 amendments, that is, estab-
lishing parity between the unemployment insurance tax base and the
social security tax base. This is needed to restore the financial sound-
ness of the system and establish tax equity.

In subsequent years after general revenue advances have been
repaid, if revisions are needed in the financial structure of the pro-
gram, they should be considered at that time.

Sweeping changes are needed to the extended unemployment com-
pensation program to make extended unemployment insurance pro-
tection potentially available to every jobless worker. The existing
program should be abolished and replaced with a 100 percent federally
financed extended unemployment compensation benefit program. This
program should entitle every jobless worker to an additional 26-week
Federal benefit period when his or her regular State benefits are
exhausted.

Extended benefits should be coordinated with a comprehensive
program of job counseling, training, upgrading of skills, rehabilita-
tion services if needed, relocation assistance, and job placement.

We are practical enough to realize such a revision is unlikely to be
made at this time, however, much it is needed. Although H.R. 10210
fails to go as far as we have recommended, it is a step in the right
direction.

The AFL-CIO would also urge the committee to amend this bill
to include improvements in the Emergency Unemployment Cor-
pensation Act of 1974-Public Law 93-572. this program of Federal
supplemental benefits is due to terminate March 31, 1977. We urge that
you extend the program for 1 year to March 31, 1978 because of the
high levels of unemployment the Nation is still experiencing, and is
likely to experience in the coming period.

Mr. Chairman, I have been listening with great interest to the
previous witnesses and have been shocked that they simply have not
referred at all to the needs of the unemployed workers and their
families. And this will he, and I am sure is, the paramount concern
of this committee as it looks at the need for amending H1.R. 10210.

The AFL-CIO supports 10210 as a very modest start toward
modeimizing and improving the program. 'However, as we have
indicated, we think that that bill needs substantial strengthening if
the Nation's unemployment insurance system is to provide truly ade-
quate protection for jobless workers and their families.

We urge enactment of this legislation with the improvements we
have suggested without delay.

Thank you.
Senator GRAvEL. Thank you.
[The prepared statement of Mr. Seidman follows:]
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STATEMENT OF BERT SEIDMAN, DraF-TOR, DEPARTMENT OF SOCAL SECURITY,
AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS

SUMMARY

Mr. Chairman, and members of the Committee, we appreciate this opportunity
to present the views of the American ederation of Labor and Congress of
Industrial Organizations concerning 11.R. 10210. The AFL-CIO, with strong
reservations, supports the major provisions of this bill designed to strengthen
and improve the nation's unemployment insurance system.

We have, as the hearing announcement requested, summarized our testimony.
Our prepared statement discusses in fuller detail the issues we will mention
here as well as other Issues omitted from this summary. We repectifully
request that our full statement be included in the record of these hearings.

II.R. 10210 would, to a moderate degree, improve and modernize the existing
permanent unemployment insurance program. Therefore, we support the major
provisions of H.R. 10210 but we also call for its substantial improvement.
Coverage

The Emergency Joba-and Unemployment Assistance Act of 1974 (P.L. 93-.567),
usually referred to as SUA, temporarily remedied one of the more glaring defl-
clencies In the program. This measure furnished temporary unemployment insur-
snee coverage to the 12 million workers who are still denied the protection of the
permanent program.

H.R. 10210 would remedy a large part of this deficiency on a permanent basis.
It would offer the protection of the regular program to most of the 12 million
workers now excluded by extending coverage to many o,; the public employees,
agricultural workers, and domestic workers who have been kept outside the
system.

However, it would still leave uncovered approximately 40 percent of farm
workers and 75 percent of domestic workers. Therefore, in our detailed state-
nient, we have made specific suggestions for broader coverage of farm and domes-
tie workers than II.R. 10210 provides.

The 1970 Employment Security Amendments extended unemployment compen-
sation coverage to some public employees-workers in state hospitals and state
institutions of higher education. Twenty-nine states have extended coverage of
their program to sulstantially all state government employment. But only eight
states cover substantially all local government employees.

This i.4 the area of public employment In which Job-loss protection is desper-
ately needed now. R.R. 10210 would correct this glaring inequity by extending
protection to most public employees. We urge the Committee to include this
provision in the bIll you report.
Wckly henellt amount

We indicated earlier our support for thiq legislation with reservations. One
of them concerns the lack of minimum federal standards.

For many years, the AFL-CIO has urged enactment of a minimum federal
standard to provide jobless individuals an adequate weekly wage repla"ment:
we favor a benefit standard that would gradually, in a series of steps. increase
the payment to 662A percent of former weekly wages with an upper limit in each
state equal to at leaqt 75 percent of the state average weekly wage. We have
insisted that along with the w -ekiy benefit standard, there must also be qualil-
fying and duration standards. A glaring gan In U.R. 10210 Is that it doe not
Include these essential minimum standards. We urge this Committee to ada these
vitally needed provisions.
Disqualfloations

The AFb-0CIO is also concerned about the procedures involved in the Impost-
tinn of dlqualifications. ,Tobless workers subject to disqualification should be
offered a fair hearing which they fall to receive in many cases under nresent
procedures used in the states. The courts. in recent years, have repeatedly criti-
cized the state proceduroR and overruled and reversed the decbldons of state
adjudli, ators due to the lack of proper procedural safeguards. The AFT-(IO
would liko to see H.R. 10210 amended to include a provision that wnuld require
ol the sateq to review their appeals procedures and rpvise them where neces-
serv to make certain every claimant has an opportunity for a fair hearing in
disputed at ters.
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Financing
A serious deficiency in the existing program relates to financing. The financing

provisions of I.R. 10210, which would increase the taxable wage base from $4,200
to $6,000 and increase the federal tax rate from 0.5 to 0.7 percent for five years,
fail to provide a solution to the problem of zero tax rates and token minimum tax
rates that starve state funds of revenue. This legislation also fails to face squarely
the issue of state fund solvency. There is absolutely no requirement that the
states maintain a fund at any minimum level.

We urge a return to the original concept of financing unemployment insurance,
as modified by the 1939 amendments, I.e., establishing parity between the unem-
ployment insurance tax base and the social security tax base. This is needed to
restore the financial soundness of the system and establish tax equity. In subse-
quent years after general revenue advances have been repaid, if revisions are
needed in the financial structure of the program, they should be considered at
that time.
Extfn-ded benefits

Sweeping changes are needed In the extended unemployment compensation
prograin to make extended unemployment insurance )rotection potentially avarl-
able to every jobless worker. The existing program should be abolished and
replaced with a 100 percent federally financed extended unemployment compen-
,ation benefit program. This program should entitle every jobless worker to an
additional 26-week federal benefit period when his or her regular state benefits
are exhausted. Extended benefits should be coordinated with a comprehensive
progratu of job counseling, training, upgrading of skills, rehabilitation services
it needed, relocation assistance, an d job placement.

We are practical enough to realize such a revision is unlikely to be made at
this time, however much it is needed. Although H.R. 10210 fails to go as far
as we have recommended, it is a step in the right direction.

The AFL-CIO would also urge the Committee to amend this bill to include
improvements in the Emergency Unemployment Compensation Act of 1974 (P.L.
93-572). This program of Federal Supplemental Benefits (FSB) is due to
terminate March 31, 1977. We urge that you extend the program for one year to
March 31, 1978 because of the high levels of unemployment the nation Is still
experiencing and is likely to experience in the coming period.
Conclusion

Modernization of the unemployment compensation system has been too long
delayed. The AFL-CIO supports H.R. 10210 as a very modest start toward
modernizing and improving the program to meet the realistic needs of the nation's
jobless for the remainder of the 1970's and beyond. However, as we have Indi-
cated, hT.R. 10210, as passed by the House of Representatives, needs substantial
strengthening if the nation's unemployment insurance system is to provide truly
adequate protection for jobless workers and their families.

We urge enactment of this legislation, with the improvements we have sug-
gested, without delay.

STATEMENT

Mr. Chairman, and members of the Committee, we appreciate this opportunity
to present the views of the American Feduration of Labor and Congress of
Industrial Organizations concerning H.R. 10210. The AFI,-CIO, with strong
reservations, favors and supports the major provisions of this bill designed to
strengthen and improve the nation's unemployment insurance system.

Just a few days ago, President Meany expressed the serious concern organized
labor shares with other responsible individuals and groups over the continued
high levels of unemployment in this nation. President Meany commented on the
August, 1976 Labor Department unemployment figures as follows:

"In the two years of Mr. Ford's presidency the official unemployment rate has
risen from 5.5 percent to 7.9 percent. That means there are 2% million more
Americans unemployed now than when he took office. There are one million fewer
manufacturing workers and 600,000 fewer construction workers employed today.

"That is the official, understated record. An honest count, which includes
those too discouraged to seek work and those forced into part-time jobs because
full-time jobs are not available, is worse. By that count, unemployment today Is
10.5 percent or 10.1 million jobless."

Organized labor is corvinced the economic situation is getting worse, not
better.
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Unemployment among adult men increased approximately 300,000 in the past
two months.

An additional 140,000 teenagers became jobless in the same period. This raised
the unemployment rate for this group to 19.1 percent.

Construction unemployment, already at depression levels, has increased by
approximately 225,000 workers since May.

Unlike the official government --lgures, the AFr-CIO formula realistically
includes the number of persons who are too discouraged to seek work and those
who are forced to work part-time because fulltime jobs are not available. The
Bureau of Labor Statistics counts only those who are fully unemployed and are

actively seeking work. Even at the official rate of 7.9 percent, current joblessness
matches the peak of the 1958 recession.

Approximately 3.7 million workers were employed part-time "for economic
reasons" in August, BLS reported. While the government fails to count the time
they spend not working as part of the nation's jobless rate, the AFL-CIO uses
the conservative measure of 50 percent of their time as unemployed.

The BLS report showed that total employment in August increased by only
74,000 to 88 million, seasonally adjusted. The civilian labor force, meanwhile, rose
by 154,000 to 95.5 million workers.

The jobless rate among construction workers declined slightly from 17.7 to 17.1
percent over the month. Among workers in the wholesale and retail trades, the
rate rose from 8.5 percent to 9 percent. The rate for farm workers declined from
12.4 percent to 10 percent.

The average duration of unemployment remained high for the third straight
month at 15.5 weeks in August. The number of workers jobless less than 5 weeks
increased, and there was also an increase in the number of very long-term un-
employed-those out of work 27 weeks or more.

Organized labor has consistently advocated and supported legislative efforts
to expand jobs and put people back to work. We still favor this approach to
solving the problem of joblessness. But now and in the future for the worker who
are jobless, whether they are many or few, the nation must have an effective
system of unemployment compensation.

H.R. 10210 would improve and modernize the existing permanent unemployment
insu a ce program to a moderate degree. The AFL-CIO has been urging the
Congress to enact improvements of this nature, and others which we hope you
will include in the bill you report, for a long time. Therefore. we support the
major provisions of H.R. 10210 but call for its substantial improvement.

Coverage
The enactment of the Emergency Jobs and Unemployment Assistance Act of

.1974 (P.L. 93-567), usually referred to as SUA, temporarily remedied one of the
more glaring deficiencies in the program. This measure furnished temporary un-
employment insurance coverage to the 12 million workers who are still denied
the protection of the permanent program. H.R. 10210 would remedy this deficiency
on a permanent basis. It would offer the protection of the regular program to most
of the 12 million workers now excluded by extending coverage to many of the
public employees, agricultural workers, and domestic workers who have been
kept outside the system.

Agricultural employmet.-MH.R 10210 would extend unemployment compensa-
tion coverage to approximately 700,000 farm workers. This provision in H.R.
10210 to extend the protection of the program to farm workers is long overdue.
It would furnish approximately 59 percent of workers employed as farm labor
with income protection they have been denied for 40 years.

The AFL-CIO has, as a matter of long-standing policy, urged extension of the
program to all farm workers. This legislation is a move In that direction. Extend-
ing coverage to all farm workers would benefit farm workers, farm employers.
and agricultural communities. It would help stabilize the farm workforce; it
would reduce the labor turnover cost and recruitment cost. Farm workers, who
now work in both covered and uncovered employment, would be more apt to re-
main In the farm workforce if their total employment was covered and used
to determine eligibility for benefits. The worker would then be able to maintain
his home and family without seeking demeaning public assistance, as he must
now do all too often.

Farm workers are entitled to the same legislative protection as all other
workers. Because unemployment insurance Is a very Important aspect of this
protection, the extension of coverage to farm workers was one of the major
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recommendations in the Report of the National Advisory Commission on Food
and Fiber.

Three jurisdictions-Ilawaii, Minnesota, and Puerto Rico-have extended the
coverage of their programs to farm workers; the other states should be required
to do no less. We urge this Committee to extend unemployment insurance protec-
tion to ever farm worker in the nation on a permanent basis by amending the
provisions of H.R. 10210 to cover farm employers of one or more workers at any
time. If the Congress does not wish to apply coverage to farm employers of one
or more workers at any time, it should at le'ht extend coverage to employers of
four or more workers in 20 weeks in the calendar year or who paid wages of
$5,000 In any calendar quarter.

Domnetlo Workcr8.--We urge this Committee to include the coverage of do-
niestic workers as proposed in 11.R. 10210 who, though needing social insurance
protection to the same extent as other workers, are usually the last to be covered
by labor and social legislation. Indeed, their need for unemployment compensa-
tion protection is, in niany cases, greater than the need of other working people.
Domestic workers are frequently the sole breadwinner in their families.

M1.R. 10210 would extend coverage only to domestic workers employed in the
largest households. The bill uses a payroll standard to limit coverage to workers
employed by an employer who paid cash remuneration of $600, or more, for
domestic service in any calendar quarter in the year. This payroll limitation
would cover only 25 percent of domestic workers; it would still leave the majority
of domestic workers outside the system. Total domestic worker employment in-
volves approximately 1.8 million workers; H.R. 10210 would extend coverage to
a mere 300,000 of these workers. The AFL-CIO urges this Committee to lower
the payroll limit in order to increase the extent of coverage.

Four states now cover domestic workers under their programs. The District of
Columbia and New York use a $500 quarterly payroll to limit coverage. Hawaii
has gone further in extending coverage by etting the payroll limit at $225 in a
calendar quarter, and Arkansas covers domestic workers if the quarterly payroll
is $500 or the employer had three or more workers employed in domestic work.

We would favor a revision in I.R. 10210 setting the payroll limit at the level
used in Hawaii, and we hope the Committee will amend the bill in this manner.
Although such a change would not provide complete domestic worker coverage--
most day workers would still be excluded-further extensions of coverage could
be made based on studies the Secretary could be requested to undertake.

Public Employee.-The 1970 Employment Security Amendments furnished
coverage to some public employees--workers In state hospitals and state institu-
Slions of higher education-but it completely overlooked the needs of other state
workers and millions of county and municipal workers and employees of other
political jurisdictions. For example, maintenance workers employed by local
school districts face the same risk of unemployment as maintenance workers in
state institutions of higher education. Workers in city and county hospitals suffer
the same hardships, if unemployed, as workers In state hospitals. Similar com-
parisons could be made between workers in public and private employment rela-
tive to highway workers, sanitation workers, library workers, utility workers,
and others. Unemployed public employees must feed, clothe, and house their
families at all times and in the same manner as other workers. The landlord and
the grocer cannot and do not suspend demands for payment simply because a
jobless worker happens to be a public employee.

The Congress has recognized the devastating impact of unemployment on fed-
eral workers. It has acted as a responsible employer and an understanding legis-
lative body by enacting legislation to provide unemployment compensation pro-
tection for federal workers. Workers employed by other political jurisdictions
deserve the same protection.

In fact, a majority of states--twenty-nine-have recognized the importance of
unemployment insurance protection and extended coverage of their program to
substantially all state government employment. However, the states have failed
to go far enough in terms of political subdivisions. Only eight states cover sub-
stantially all local government employees. This is the area of public employment
in which job-loss protection is desperately needed now.H.R. 10210 would correct
this glaring inequity in the existing program and extend unemployment insur-
ance protection to most public employees. Enactment of this provision would
measurably improve the program, and we urge the Committee to include this
amendment in the bill you report.
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Weekly benot amount
We indicated earlier our support for this legislation with reservations. One of

our reservations concerns the lack of minimum federal standards. This Com-
mittee, I am certain, is well aware of organized labor's long-standing support for
minimum federal benefit standards. For many years, we have urged enactment
of a minimum federal standard to provide jobless individuals an adequate weekly
wage replacement; we favor an upper limit in each state equal to at least 75 per-
cent of the state average weekly wage. We have insisted that along with the
weekly amount standard, there must also be qualifying and duration standards.
All three of these standards are essential for the operation of an efficient and
just program. II.R. 10210 fails to include provisions related to these three areas
of the program.

Unemployment compensation has become increasingly important to indivduals,
industries, and communities since the 1930's. An individual wage replacement
benefit of one-half prior weekly earnings, provided by most existing state pro-
grams, is a carry-over from a long past era which fails to meet the needs of to-
day's economy.

This Committee will be told, at some point in its deliberations, that unemploy-
ment compensation benefits are tax free. This is a generality that fails to reflect
the actual situation. Unemployment compensation benefits are Income tax free,
but for workers with large families income taxes are a light burden compared
to other more regressive tax levies. Benefit payments are subject to every other
tax imposed on consumers. Sales taxes are almost universal today-state and
local. This form of taxation was rare In-the 1930's. Every purchase unemployed
workers or their families make, to which a sales tax applies, must be paid with
a benefit dollar. State and local property taxes are not suspended or waived be-
cause the family breadwinner is unemployed. Special district taxes of all types-
wfiter district, sewer district, school district, etc.-are common today, but were
seldom used in the 1930's. Thus, the 50 percent wage replacement benefit structure
developed In the 1930's is ollsolete today.

In addition, there are other non-deferrable and Important expenses a worker
must meet in the 1970's that were uncommon or nonexistent in the 1930's. WorkeR
must maintain health insurance protection for their families, car payments for
transportation to and from work and to seek work, Insurance on a home and Its
possessions, payments for expenses of the children in school sich as school lunches
and, in many cases, transportation costs. These are economic burdens a Jobless
worker cannot ignore and many of them cannot begin to adequately meet under
the present benefit structure of state programs.

The problems workers face trying to live in the 1970's with benefits appropriate
to some bygone era have been extensively surveyed and documented. What do
jobless workers do when they cannot subsist on a 50 percent weekly wage replace-
ment benefit? They use up their savings. They borrow money. They move to less
costly housing or move In with parents or relatives. They sell what they can.
They seek help from friends. Some of them, if they can bring themselves to it
and many cannot, will ask for help from public or private welfare or assistance
agencies. In short, they are forced to do the very things that the unemployment
compenstion program is stipposed to prevent.

Unemployment insurance benefits will not really meet the basic needs of Job-
less workers and their families unless the individual weekly benefit amount re-
places not less than 662 percent of the worker's full-time weekly wage up to at
least 75 percent of the state average weekly wage. Individual benefit of at least
66% percent of weekly wage loss are needed to cover non-deferrable living ex-
penspe and maintain normal family living standards. The State of New Jersey
has for many years provided an individual wage replacement benefit equal to
66% percent of former wages, and it is time the other states be required to meet
this level of benefit adequacy. An income reduction of more than .1314 percent
is ffor too great a burden to place on Jobless workers In this nation who are un-
employed through no fault of their own.

The existing deficiencies In the program hqve become more apparent in recent
years and have become more si ificant. In the past few years, rerated efforts
have - ,en made to modify the program tot meet special problems. These efforts
have alarmed some'objectiv e observers of Ihe program,

The W. R_,. Tpiohn Tnstitute for Employment Research, i ionproflt organim-
tion cnncernod with causes and effets of unemployment, published f study on
April 1. 1971. entitled "Income for the IVnemp oed-the Variety end Fraementa-
tion of Programs." The study contains the following passage in Its conclusions:
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"The fragmentation of programs that provide income support for the unem-
ployed causes differences between programs in terms of their purposes, benefit
levels, coverage, eligibility conditions, etc., anti thereby produces confusion and
some inequities. Fragmentation also presents problems of duplication of benefits
and of administrative coordination. The limitations of programs in their scope
and coverage leave large numbers of the unemployed with no income support at
all."

The AFL-CIO is certain that unemployment, due to defense cut-backs, environ-
mental problems, energy shortages, and other causes, will continue to stimulate
well-meaning efforts to provide special unemployment compensation protection
leading to even more fragmentation. The single most effective method for solv-
ing this problem would be enactment of a minimum federal benefit standard to
provide individuals with a 66% percent wage replacement benefit up to the
maximum amount which should also be raised to an adequate level.

We strongly urge revising this legislation to raise the state maximum benefit
amounts to 75 percent of the state average weekly wage. And, as we have em-
phasized earlier in this statement, we urge that the individual weeklf benefit
formula be increased to 602 percent of former weekly wages up to the state
maximum to provide a greater measure o protection of the living standards of
unemployed workers and their families. If the Committee feels it is inappro-
priate to raise benefits to this level now, we suggest that the benefit standard
be established in steps over a period of years. And we urge you to begin by
taking a first step with the passage of this legislation.

This first step might require an individual weekly benefit of 55 percent of
former weekly wages by January 1, 1978, and a state maximum benefit of 60
percent of the state average weekly wage by the same date. Subsequent increases
could be required in this legislation that would eventually raise the benefit struc-
ture of the program to the desired level.

But improving the benefit standard, however essential, is not enough unless
minimum standards for eligibility and duration are also established.
Duration prottons

A standard on benefit duration is essential to modernization of the program.
The maximum regular benefit duration period varies from a low of 20 weeks
in Puerto Rico to a high of 30 weeks in Utah. The maximum duration period in
the majority of state programs is 26 weeks. It would be a mistake, however, to
assume the majority of Jobless workers qualify for 26 weeks of benefits.

In some states, the average potential duration of benefits is as low as 19
weeks; while in others, average potential duration is as high as 30 weeks.

The AFL-CIO insists that any worker, who has worked for a reasonable
period and is out of a Job, should be entitled to regular benefits for at least 26
weeks and extended benefits after that if lie or she still can't find work. Unfor-
tunately, H.R. 10210 fails to establish a reasonable standard for benefit quali-
fication and benefit duration.

The AFL1IO urges this Committee to include in any unemployment coam-
l-nsation legislation it approves a niuinum federal standard that would assure
every covered worker with 20 weeks of work, or the equivalent, 26 weeks of
unemployment compensation protection. This standard is vital if the present
abuses in this area of the program are to be corrected. The states could, of
course, establish other qualifying requirements for less labor force attachment
and shorter duration periods, but these requirements should be consistent with
the basic standard established by Congress.
Disqualiflcations

Organized labor has always accepted the proposition that public programs
must be guided by rules and regulations, but the rules and regulations must be
reasonable. Disqualifications in the unemployment compensation program should
be remedial and not punitive. The existing practices In some states of imposing
excessive disqualifications to reduce or minimize the cost of the program to em-
ploy ers will only be corrected through the enactment of a minimum federal stand.
ard that requires the states to treat all jobless workers with equity in case a
disqualification is imposed.

Disqualifications should be limited to a period relevant to the type of law, rule,
or regulation violation: If a worker refuses a job offer "withoUt good cause"
in any one week, for example, then, at most, that worker's disqualification should
be only for that week. If a worker fails to report tO the agency at the proper
time and place, the disqualification should be limited to the week of failure to
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report; additional weeks should not be Imposed in all cases as they are all too
often at this time. In no event, however, should the-period of disqualification
exceed six weeks.

In a very minor fashion, H.R. 10210 recognizes the problem of unreasonable
disqualifications, and it does contain a modest proposal to limit the imposition
of a disqualification In cases related to pregnancy. This provision of the bill
merits the support of this Committee.

The reason for limiting the penalty to six weeks Is that In a fairly good Job
market, six weeks is about the span of a normal period of unemployment. How.
ever, at any given time, there is no assurance a good labor market will prevail for
individual workers. When the penalty for a disqualifying act Is extended for a
substantial period of weeks-and this is frequently the case-jobless workers
may be condemned to their entire period of unemployment without unemploy-
went compensation.

In these cases, the greater part of the economic hardship is caused by tit-lack-
ness of the labor market, not by anything the worker may have done. This is
the condition unemployment compensation was designed to prevent. Only by lim-
iting disqualification periods to a maximum of six weeks can the penalty for a dis-
qualifying act Ie applied equitably. Jidile-4s worker. slnuld not be penalized for
economic conditions over which they have no control.

A standard of this nature would allow the states ample leeway to impose
disqualifications consistent with the serliousuess of each case. and it would
eliminate present abuses that completely strip Jobless workers of their total
earned right to unemployment compensation lienefits.

The AFI,-CIO is also concerned about the procedures Involved in the Impo"
sition of disqu allflcations. Jobless workers subject to disqualification should
be offered a fair hearing which they fail to receive in many cases under prevent
procedures used in the states. The courts, in recent years, have repeatedly criti-
cized the state procedures and overruled and reversed the decisions of state
adjudicators due to the lack of proper procedural safeguards. The AFL-CIO would
like to see H.R. 10210 amended to include a provision that vould require all
the states to review their appeals procedures and revise them where necessary
to make certain every claimant has an opportunity for a fair hearing in disputed
inatters.
Fin ancing

A serious deficiency in the existing program relates to financing. The Social
Security Act of 1935 imposed a 3 percent excise tax on total payrolls in covered
-employment which the Congress thought would adequately finance the program.
Almost from the day of enactment, employers started to undermine this sound
lAnancial base, and deprive the system of revenue, but at the same time to take
full advantage of the 90 percent tax credit. This has been accomplished through
application of extremely low and even zero tax rates, a complete disregard for
fund solvency, and insistence upon the maintenance of a low taxable wage base.

The AFI-CIO is convinced that without minimum federal standards for financ-
ing the program employers will continue to pressure state legislators to under-

- finance the program. Under-financing serves two purposes from the employer's
point of view. It permits the maintenance of low contribution rates, and it main-
tains the reserve fund at such low levels state legislators are reluctant to raise
benefits for fear of depleting the fund.

The Department of Labor has for many years measured the adequacy of the
unemployment insurance reserve funds maintained by the states. The Depart-
ment's measure of solvency or reserve adequacy is based upon past experience.
This experience indicates that an unemployment inqurance reserve fund of at
least 1'1 times the highest benefit-cost ratio experienced in a state for a 12-month
period during the past several business cycles is the minimum required. This Is
the reserve needed at the beginning of a downturn in the business cycle so that
adequate funds may be available for the payment of benefits. (Benefit expendi-
tures as a percent of total covered payrolls equals the benefit-cost ratio.)

The lack of federal standards has resulted in the financial erosion of the
system over a 40-year period to the detriment of unemployed workers, their
communities, and the economic stability of the nation. The latest Department
of Labor data available reveal that during 1974 more than one-half the total
wages in covered employment were excluded from the tax base, and in addl-

Stion, the average employer tax rate was less than I percent of total payroll.
The Administration has suggested to the Committee a dual approach to the

problem of financing-an increase In the tax base and a simultaneous Increase
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In the federal tax rate. The taxable wage base wrull be fixed at $6,000 and the
Federal Unemployment Tax Act ('UTA) rate increased temporarily from 3.2
percent to 3.4 percent.

In future years after general revenue advances to the loan fund are repaid, the
FUTA rate would be reduced from its temporary level of 3.4 percent to Its pres-
ent level of 3.2 percent.

This is a weak and timid approach to adequate program financing. A $6,000
taxable wage base, which Is all the program would be left with after the advances
are repaid, will return the system to its present status. A large proportion of
the wages in covered employment will escape the tax. In 1974, the average an-
nual wage in covered employment was $9,183; It is higher now and can be ex-
pected to increase In the future. This proposal would perpetuate the erosion of
the tax base that occurred from 199 (a fixed $3,000) to 1970 (a fixed $4,200)
and from 1970 to the present. Under these fixed tax bases, less than 50 percent of
covered wages were subject to the tax, and these conditions helped bring about
the present situation.

The financing provisions of II.R. 10210, which would Increase the taxable wage
base from $4,200 to $6,000 and Increase the federal tax rate from 0.5 percent to
0.7 percent for five years, fall to propose a solution to the problem of zero tax
rates and token minimum tax rates that starve state funds of revenue. This
legislatiou also fails to face squarely this Issue of state fund solvency. There Is
absolutely no requirement that the states maintain a fund at any minimum
level, although for years the I)epartment of Labor nns advocated the use of Its
standard as a guide for states to use to measure the adequacy of their funds.

A return to the original program financing-as modified by the 1939 amend-
meaits establishing parity between the unemployment Insurance tax base and the
social security tax base-is needed at this time to restore the financial sound-
itess of the system and establish tax equity. In subsequent years after general
revenue advances have been repaid, If revisions tre needed in the financial struc-
ture of the program, they should be considered at that time.

The manipulation of the original intent of the Congress for adequate funding
of the program at the time It was originally enacted is directly related to the
inadequacies of the program in 1976.

'rhe financing of the unemployment insurance should be placed on a firm and
adequate foundation by enactinent (of minimum federal standards.

The problem of adequate unemployment insurance financing will only be cor-
rected by federal legislation. The AFL-CIo urges this Committee to reaffirm
the original Intent of Congress and reassert the original sound financial concepts
upon which the system was built by revising the financing provisions contained
In II.R. 10210 to increase in a series of steps over a period of years the taxable
wage base to the social security level and to apply the tax rate to total wages In
covered employment.
E.rtendcd benefit program

A major problem of the unemployment compensation system is the existing ex-
tended benefit program for the long-term unemployed. Enactment of tHR. 10'210
would modify the operation of this program, and it should be modified. This
program has failed every test to which it has been exposed at both the state and
national level. It depends upon complex and unresponsive trigger mechanisms
related to unemployment levels which are supposed to make the program opera-
tive In individual states or throughout the nation.

This trigger approach to the problems of long-term unemployment is the most
Inefficient solution to the problem that could be adopted. The problems of long-
term Jobless workers need to be remedied at the time the worker is unemployed.
They ought not to be tied to state and national levels of unemployment.

That is why the trigger approach to the problems of long-term unemployment
makes no sense. A worker who is the victim of long-term unemployment needs
Income protection whenever he Is jobless and regardless of the level of area or
state or national unemployment.

Sweeping changes are needed In the extended unemployment compensation
program to make extended unemployment insurance protection potentially avail-
able to every jobless worker. The existing program should be abolished and re-
placed with a 100 percent federally financed extended unemployment compen-
sation benefit program. This program should entitle every jobless worker to an
additional 26-week federal benefit period when his regular state benefits are
exhausted. Extended benefits should be coordinated with a comprehensive pro-
gram of job counseling, training, re-training, upgrading of skills, rehabilitation
services if needed, relocation assistance, and job placement.
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We are practical enough to realize such a revision is unlikely to be made at
this time however much it is needed. Although 11.1. 10210 falls to go as far as
we have recommended, it Is a step In the right direction.

The national trigger under the federal-state extended benefit program would
remain at an insured unemployment rate (IUR) of 4.5 percent, but wouhl ie
based on a moving 1M-week period instead of three consecutive months. The state
trigger would be an IUR of 4 percent, seasonally adjusted, measured over a mov-
ing 13-week period. The present 120 percent trigger requirement would be
eliminated.

The permanent extended benefit program, due In large measure to the 120 per-
cent trigger requirement, has been a disappointment to jobless workers, the De-
pertinent of Labor, state administrators, and the Congress. We urge you to sup-
port the provisions of IR. 10210 in this regard because they represent a modest
step toward permanent program Improvements to meet the needs of the long-
term unemployed.

The AFI-CIO would also urge the Committee to amend tuils bill to include
Improvements in the E~morgency Unemployment Compensation Act of 1974 (P.L.
93-572). This program of Federal Supplemental Benefits (FSB) is due to termi-
nate March 81, 1977. We urge that you extend the program for one year to March
31. 1978 because of the high levels of unemployment the nation is still expe-
riencing.

In addition, this program should be modified in terms of duration and triggers.
At present, the triggers for this program are based only on insured unem-
ployment rates In the states. If the rate of unemployment in a state reaches 5
percent, 13 weeks of FSB become payable. If the rate reaches 6 percent an addi-
tional 13 weeks of ISB become payable, for a total of 26 weeks.

Legislation introduced in the Senate by Senator Williams and Senator Javits--
S. 3262-would amend this program. This legislation would establish a national
trigger that would operate In conjunction with the state triggers to make 65
weeks of benefit payments available.

The AFLr-CIO would urge you to adopt this concept from S. 3262 and estab-
lish a national program of at least a 52-week duration period to become effective
October 1. 1976. The trigger for this program should not require an Insured rate
of unemployment greater than 5 percent and the trigger should be computed in
the manner specified In section 801 of S. 3262.
Conelusion

Modernization of the unemployment compensation systern has been too long
delayed. The AFL-CIO supports I.R. 10210 as a very modest start toward mod-
ernizing and improving the program to meet the realistic needs of the nation's
jobless for the remainder of the 1970's and beyond. However, as we have Indi-
cated, II.R. 10210, as passed by the House of Representatives, needs substantial
strengthening If the nation's unemployment insurance is to provide truly ade-
quate protection for jobless workers and their families.

We urge enactment of this legislation, with the improvements we have sug-
gested, without delay.

AiMFr.uCAN FFDRATION OF LABOR AND CONGREsS or IiDUTsrJA. OROANIJATIONs
POLICr RFsoLumwO ox UNEMPLOTITNT INS5URAvcE-RFAOI.CTION NO. 109
Amorrn Ocronm.R 1975

Millions of jobless workers in the current recession have found the nation's
fragmented unemployment insurance ssytem woefully inadequate to meet their
needs.

Millions of workers are not covered at all, except temporarily on a stop-gap
basis under hastily-enacted legislation.

Additional millions who expected to be eligible have been disqualified from
benefits by harsh and capricious state laws and regulations. -

Extended benefits, though available now, would expire at lower overall unem-
ployment rates, leaving the long-term jobless, most of whom would not be eligible
for welfare, with no Income whatsoever.

Employer tax payments are so pitifully low that state unemployment insur-
ance funds will require more federal bail-outs or jobless workers will be do-
prived of benefits altogether.

The AF,-CIO has long supported federalization of the unemployment insur-
ance program with full protection of the job r,ghts and employment. conditionq
of all state employees who presently administer the program. Until that goal 13
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achieved, we favor enactment of federal minimum standards for eligibility, bene-
fit amounts, benefit duration, disqualifications and other essential features of the
program.

Therefore, the AFL-CIO calls upon the Congress to promptly enact legisla-
tion which will:

1. Extend coverage to all wage and salary workers on a permanent basis. We
also call for appropriate action to give some form of unemployment Insurance
protection to new entrants and reentrants into the labor force.

2. Establish minimum federal benefit standards of at least 66% percent of the
worker's weekly wage (or the equivalent) up to no less than 75 percent of the
state average weekly wage. Dependent allowances may supplement, but not sub-
stitute for, the minimum basic benefit.

3. Provide for regular benefit duration requiring not more than 20 weeks of
work for at least 20 weeks of benefits.

4. Establish a maximum disqualification period of six weeks. We reaffirm our
opposition to disqualification of participants in labor disputes. If such unjust
disqualifications are imposed over our opposition, we insist they be limited to a
maximum of six weeks.

5. Prohibit any reduction or cancellation of a worker's benefit rights or base-
period wages.

6. Abolish the existing triggered extended unemployment compensation pro-
gram. Until economic prosperity is restored, all Jobless workers, inelding those
temporarily covered under Special Unemployment Assistance, should be eligible
for at least 65 weeks of benefits. In permanent legislation, federally-financed ex-
tended benefits of at least 26 weeks should be available to all workers who exhaust
their regular benefits. Extended benefits should be coordinated with a compre-
hensive program of Job counseling, training and retraining, upgrading of skills, re-
habil:tation services if needed, voluntary relocation assistance and Job placement.

7. Restore the financial solvency of the system by:
Raising the taxable wage base Immediately to the state average wage and, i

steps, to the OASDHI (Social Security) level.
Setting a minimum standard of adequacy that state reserve funds would be

required to meet and maintain.
Eliminating experience-rating altogether or, at the very least, reducing the

minimum range between maximum and minimum tax rates, prohibiting zero
rates and permitting states, when appropriate, to reduce tax rates for all em-
ployers on a basis other than experience-rating.

Encourage states to eliminate the waiting week by requiring it be compensated
retroactively after a few weeks of unemployment.

Guarantee unemployment insurance recipients the right to a hearing before
before benefits are cut off. The U.S. Supreme Court has already established this
right for welfare recipients.

The glaring defects In the present inadequate and fragmented system of unem-
ployment Insurance must be corrected Immediately with permanent Improve-
ments In the program so that unemployment Insurauce can truly meet the needs
of all Jobless workers and thus contribute to the welfare of the entire nation.

Senator GRAVEL. Mr. William B. Velsh.

STATEMENT OF WILLIAM B. WELSH, EXECUTIVE DIRECTOR FOR
GOVERNMENTAL AFFAIRS, AMERICAN FEDERATION OF STATE,
COUNTY, AND MUNICIPAL EMPLOYEES -

Mr. WELsh. Mr. Chairman, I am William B. Welsh, executive direc-
tor for governmental affairs of the American Federation of State,
County, and Municipal Employees. Our union currently has over 700,-
000 members and represents over 1.2 million State and local govern-
ment employee&

I submit for the record a comprehensive statement which discusses
our views and concerns about this bill in detail. Once again, we appear
before the congressional committee to point out the disparity between
the protections of public and private workers.

78-158--76---8
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State and local employees do not want to be treated any diff6iently
than private sector workers--only on an equal basis. In the case of
unemployment compensation, public workers do not have the same
protect io'ns as private workers-over two-thirds of them are not covered
today under State unemployment laws.

However, the unfortunate reality of the situation is that the second-
class treatment of public employees goes well beyond the area of un-
employment compensation. It spills over to such areas as occupational
safety and health, social security, pension reform, and collective bar-
gainifng. In each of these areas, public workers are also treated as a
separate class of American workers; they do not have the same protec-
tions as workers in the private sector.

.R. 10210 would remedy this second-class treatment of public work-
ers insofar as their eligibility for coverage and benefits nder the Fed-
eral-State unemployment insurance system is concerned. It would also
help restore the solvency of the depleted State unemployment insurance
funds by temporarily increasing the Federal payroll tax rate and the
taxable wage base for private employers.

The latest U.S. Labor Department figures show that some 8.3 million
public workers out of a total State and local government work force
of 12 million are not covered tinder State unemployment insurance
laws. They are only eligible for coverage under the Special Unemnploy-
iment, Assistance program, a temporary Federal program that is dticto

expire at the end of tNis year unless Congress once again extends it.
''his program only provides a maximum of 39 weeks of unemploy-

jient benefits, while public workers who are covered under State law
and all private sector and Federal employees may be eligible for up to
6) weeks of regular, extended, and emergency unemployment benefits.

Only eight States--Connecticut, Florida, HIawaii, ichigan, Min-
nesota. Oliio. Oregon, and Wisconsin--cover all public workers on a
mandatory basis under their State unemployment insurance laws. In
the other'42 States, coverage is inconsistent. It is not uncommon, for
example, to find State workers covered on a mandatory basis, while
local workers are only covered if the local jurisdiction chooses to do so.

This fundamental inequity in the Federal-State unemployment in-
surance system would be eliminated if HI.R. 10210 were enacted.

This brings me to the issue of cost. In previous testimony before the
irouse Ways and Means Subcommittee on Unemployment Compen-
sation, a iuber of public employer groups have claimed that the
cost of universal covera,e would be prohibitive. However, the U.S.
Labor Department's latest cost survey of existing public employee
coverage and our surveyor recent cost experience in States that cur-
rentlv provide mandatory State and local employee coverage show
that the long-range cost has remained reasonably low, despitee some
understandable increases during recessionary periods.

This is especially true when the cost of public employee coverage in
these States is compared with the cost of private sector coverage. The
facts are that the experience in four key States shows that the cost of
private sector coverage'averaged almost_7 times greater than the cost
of public employee coverage.

The results of these surveys are detailed in our supplemental state-
ment. Particular attention should be focused on the low cost of public
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eml)loyee coverage during 1975, which was at the height of tle current
recession and the year in which public section layoffs peaked.

Before closing this testimony, I would like to address myself to the
constitutional validity of a Federal standard requiring universal pub-
lic employee coverage. This issue has been raised recently in light of
the U.S. Supreme Court's decision in the National League of Cities'
case.

In the, opinion of the AFSCME counsel, which is detailed in our
supplemental statement, and of tle U.S. Department of Labor Solici-
tor, it, is clear that. the constitutional basis for unemployment com-
)ensation coverage is wholly different than the National League of
Cities' decision, which rests on the power of the Congress to regulate
interstate commerce.

JI.R. 10210 relies on the taxing an(1 spending power of Congress
for its constitutional authority. It would simply add a reasonable
condition to be. met by any State that chooses to participate in the
Federal-State unemployment insurance system.

Mr. Chairman, this concludes my testimony. I would like to thank
you for this opportunity to present our views and concerns here today
and look forward to working with you toward enactment of II.R.

--10210.---
Senator BROCK rt)esiding]. Thank you very much. I appreciate

your testimony. I do not have any questions.
I he'ar none from other members.
We apl)reciate your appearance very much.
[Thie pl)rpared statement of Mr. Welsh follows :)

SUPPLEMENTAL STATEMENT OF WILLIAM B. W .sLH, EXECUTIVE DRECroR FOR
GOVERNMENTAL AFFAIRS, AMERICAN FEDERATION OF STATE, COUNTY, AND
MUNICIPAL EMPLOYEES, AFI-CIO

UNEMPLOYMENT COMPENSATION: EXTENSION OF COVERAGE

II.R. 10210-The Unemployment Compensation Amendments of 1976--would
correct some of the blatant inequities that currently exist in the present federal-
state unemployment insurance system and would help restore the solvency of
the depleted state unemployment insurance funds.

Of vital concern to us is that this bill would also establish a federal standard
which would provide coverage for state and local government workers on the
same basis as private sector and federal government workers.

I cannot think of any arguments that have been made over the years that
Justify the existence of the federal-state unemployment insurance system for
private sector and federal government workers that are not applicable to state
and local government workers. If there are social and economic benefits under-
lying unemployment compensation for private and federal workers, they are
equally applicable to workers who are laid off from state and local employment.
Coverage: A question of equity

It is unfortunate that the Special Unemployment Assistance program (RUA)
is the only mechanism that provides most public workers with protection against
unemployment. The facts of the matter are that SUA was established because
most of the states have refused to cover public workers on a mandatory basis. In
1974, during the onset of the current recession, Congress recognized this major
deficiency in the federal-state-unemployment insurance system. As a temporary,
stop-gap measure, Congress created SUA to mitigate the impact of unemploy.
ment on the record number of public sector lay-offs that it anticipated and
actually have occurred since that time.

Public employment has changed in recent years, as the current recession has
demonstrated very clearly. The idea that public Jobs are the most secure form of
employment is no longer valid-it has become a myth. The facts of the matter
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are that public employees have been applying for unemployment compensation
in unprecedented numbers, typified by-not limited to-the massive layoffs In
Buffalo, Detroit, New York City and State, and Philadelphia.

Most states have not responded to this changing trend In public employment.
Very few have amended their unemployment laws to cover public workers. Most
of them are still taking the outmoded, view that public Jobs are the most secure
form of employment.

This is reflected in the U.S. Labor Department's latest estimate that some 8.3
million out of a total-state and local government work force of 12 million are
not covered under state unemployment insurance laws. These are the public
workers who would be covered if H.R. 10210 Is enacted.

According to the latest U.S. Labor Department count, only eight states-
Connecticut, Florida, Hawaii, Michigan, Minnesota, Ohio, Oregon, and Wiscon-
sin--cover state and local workers on a mandatory basis. Public employee
coverage in the other 42 states Is inconsistent, as the following table clearly
demonstrates

Types of coverage for- N~Number of
States that

States that provide State Local provide this
public employee coverage employees employees covered

Conecticut,Florids,Hawaii,Michilan, Minnesota, OhioOregon, Mandatory._... Mandatory.... 8
and Wisconsin.

Arizona, California, Delaware Nebraska, Now Ham pshire, New -....do ........... Elective .......... 12
York, Rhode Island, South bakota, Texas, Utah, Virginia, and
Washington.

Arkansas, Idaho, Illinois, Iowa, Louisiana, Montana, Oklahoma ...... do .......... co coverage ...... 8
and Pensylvanla.

Kentucky ................................................ Elective .. .......... do ........... 
Alaska Maryland, Missouri, Nevada, North Dakota, Tennessee, ..... do.....:.... Elective .......... 7

and Wyoming,
Kansas and Vermont-. .................................. No coverage . do_.. 2
Alabama, Colorado, Georgia Indiana, Maine, Massachusetts .. do.........No Ha coverage ...... 12

Mississippi, New Jersey, Wew Mexico, North Carolina, South
Carolina, and West Virginia.

Total ................................................................................. 50

Source: "Comparison ofState Unemployment Insurance Laws," U.S. Departmentof Labor, 1975.

This hodgepodge of public employee coverage under the federal-state unem-
ployment insurance system is absurd. It has resulted in a series of blatant In-
equities which deny coverage to state and local workers. At the same time, this
system serves as a front line of protection against unemployment for virtually
all other American workers.

The coverage provisions under the Louisiana state unemployment insurance
law Illustrate this very fundamental inequity In our unemployment insurance
system. Under the Louisiana law, coverage is mandatory for state employees, but
nonexistent for local government workers. As a result, we find the following dis-
parities in coverage-and benefit eligibility for different categories of workers:

1. A clerk working for the state of Louisiana is covered under the state unemn-
ployment law and, thus, may be eligible for up to 65 weeks of state, extended, and
emergency unemployment benefits.

2. A clerk, doing comparable work for the city of New Orleans, is only eligible
for up to 39 weeks of unemployment benefits under SUA because local government
workers are not covered under the state unemployment law.

3. A clerk, doing comparable work for a private corporation in New Orleans,
may be eligible for up to 65 weeks of unemployment benefits because private sec-
tor workers are mandatorily covered under the state unemployment law.

4. A clerk, doing comparable work for the federal government In New Orleans,
also may be eligible for up to 65 weeks of unemployment benefits because federal
employees working in Louisiana (or any other state) are mandatorily covered
under the state unemployment law.
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This situation Is not unique to Louisiana; it is also indicative of the coverage
problem In 41 other states. And the only way this could be remedied is by adding
another standard to the Federal Unemployment Tax Act, as H.R. 10210 seeks to
do, which would provide universal coverage for all state and local workers.

It should also be noted that this nationwide inconsistency In public employee
coverage has created an inequitable situation for private employers In states that
do cover public workers. Where public workers are covered under state law, state
and local governments must absorb this cost. However, in the vast majority of
states where public workers are not covered, these workers are covered under
STIA, which is paid for by the federal government out of general tax revenues.
Thus, private employers in states providing public employee coverage are being
taxeT twice to finance unemployment benefits. First, their federal unemployment
payroll tax contribution is used to pay the administrative costs for operation of
their state's unemployment insurance program and for part of the cost of tile
federal-state extended benefits program. And second, their federal income tax
payments (and I might add those of individual taxpayers in these states) are
being used to finance SUA, Ibcause that program is being paid for out of general
tax revenues.

This Inequity is also dealt with and remedied by II.R. 10210. Under this bill, all
public workers would be covered under the permanent federal-state unemploy-
iment insurance system, thus eliminating the need for the SUA program.

Cost oj public employee coverage 1-
This brings me to the key issue of cost. During the series of hearings in 1975

find 1976 convened by the House Ways and Means Subcommittee on Unemploy-
ment Compensation representatives of public employer groups have claimed that
the cost of universal public employee coverage would be prohibitive.

The facts of the matter are, however, as the U.S. Labor Department's 1973
survey shows, nationwide the cost of public employee coverage was very low.
benefits paid to state workers were only 0.23% of covered wages in state gov-
ernment employment, and 0.25% of covered wages In local government em-
ployment. In that same year, the cost of benefits paid was 0.79% of total wages
for ill regular state unemployment insurance programs across the country.

While the unemployment situation in the public and private sectors for 1973
is not the same as it is today recent estimates by the New York State Depart-
ment of Labor show that if locl employee coverage under the state's unemploy-
went insurance law were made mandatory, the cost would be minimal. The cost
of such coverage today for local New York jurisdictions (expressed as benefits
paid out as a percentage of covered local payroll) would be approximately 0.4%,
If it were financed on a reimbursement basis. This by no means can be considered
ljrohibltive.

In order to further confirm the fact that the cost of universal public employee
coverage would be very low, we conducted our own survey of five midwest and
eastern states that currently cover state and local government workers on a
mandatory basis. We reviewed the recent cost experience of public employee
coverage in Connecticut, Michigan, Minnesota, Ohio, and Wisconsin and com-
pared it w, h the cost experience for private sector workers covered under each
of these states' unemployment insurance laws.

The data for this survey was supplied by the unemployment Insurance agen-
cies of each of the five states and the results are detailed in the tables that
appear in Appendix I of this statement. In each case, the cost of public employee
coverage, expessed as benefits paid out as a percentage of total state tnd local
payroll, was extremely low, especially when compared to private sector cost
experience. In fact, the cost of private sector coverage averaged 6.8 times greater
than the cost of public employee coverage In four out of the five states surveyed.
(Ohio was not included in this average because private sector data was not
available by the time this statement was printed.)

Special attention should be given to the cost data for 1975, which was the
height of the current recession and the year when public sector layoffs reached
their peak. As the data inm Appendix I und in the table below show, although
there was a noticeable increase in the cost of public employee coverage in these
states during 1975, it was well outpaced by the dramatic rise in the cost of private
sector coverage.
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BENEFITS PAID OUT AS A PERCENTAGE OF COVERED PAYROLL IN 1975

State and Private
local sector

State. surveyed coverage coverage

Connectilct .................................................................... 0.35 3.37
Michigan ...................................................................... .22 3.54
Minnesota ..................................................................... .20 1.70
Ohio ........ " .: ................................................................ . 17
Wisconsin ................................................... .28 2.

1 Not available.

The results of our cost survey updates the U.S. Labor Department's 1973
survey and should finally put to rest tile claim that the cost of public employee
coverage is prohiitive. Actually, the cost of lblic employee coverage has been
consistently low prior to and during the worst recession since the Great Depres-
sion and has been by far less than private sector coverage. Based upon thils
cost experience, we expect the cost to remain low as the economy improves.
Constitutionality of public employee coverage

liefore concluding this testimony, there Is one final issue that iuqt lie
addressed-that is, the constitutionally of a federal requirement that all State
and local workers be covered on a universal basis under the federal-state unemn-
ployment insurance system. This issue is of special importance now in light
of the recent U.S. Supreme Court decision in National League of Cities t. Usery.

Our legal counsel assessed the National League of Cities' decision in ternis
of its impact on the provisions in H.R 10210 that would extend unemployment
insurance coverage to public employees. The details of their findings are pre-
sented in Appendix II of this statement. They concluded that the National
League of Cities' case in no way affects the constitutional validity of the pro-
posed extension of the federal unemployment compensation law to cover public
employees who are currently excluded from coverage.

The constitutional basis for unemployment insurance legislation, whether It
be II.R. 10210 or the original legislation that was enacted as part of the Social
Security Act, is wholly different from that which was at issue In the National
League of Cities' case. In the National League of Cities' case, the court held
that the power of the Congress to regulate Interstate Commerce did not en-
compass a law by which the states were compelled to adhere to federally-estah-
lsled minimum wage and maximum hour standards for their own employees.
With respect to unemployment insurance, such legislation is based on the taxing.
and spending powers of Congress, and H.R. 10210 would simply add another
to the reasonable conditions to be met by any state that choose* to participate
in the basic unemployment insurance program. Such voluntary participation
would entitle private employers in the state to a 2.7 percent federal tax credit
and entitle the state to receive federal monies for administering Its unemployment
insurance program.

This conclusion was reaffirmed by William Kilberg, Solicitor of Labor, in his
June 28, 1976 Memoiandum of Law on this very issue. In his introductory re-
marks, he summarized his findings as follows:

"We conclude that National Leagve of Cities is clearly distinguishable and
that Congress has the power, under the taxing and general welfare clause of
the Constitution, to condition continued participation in the Federal-State Un-
employment Compensation Program on unemployment compensation coverage of
State and local government employees."

-- ummarV

In closing, I would like to stress once again the fact that the absence of a
federal standard requiring all the states to provide universal coverage of state
and local government workers has created a grossly unfair unemployment in-
surance system. It denies coverage to a particular segment of the American
work force-namely public employees (and I might add to domestic and agri-
cultural workers as well)-at a time when it has been so sharply demonstrated
that these workers have as great a need for such protection as private sector
and federal employees. Such coverage, as provided for by H.R. 10210, is clearly
constitutional, is cost-effective, and will restore a measure of equity to a federal-
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state unemploymuent insurance system that, to date, has failed to serve as the
front line of protection against the demeaning impact of unemployment on all
American workers.

APPENDIX I-COMPARISON OF THE PURE BENEFIT COST OF MANDATORYSTATE AND LOCAL EMPLOYEE COVERAGE
WITH MANDATORY PRIVATE SECTOR COVERAGE

Connecticut '

State and Ixi government Private sector

Benefits Benefits
paid out paid out

Total State and as percent- as percent-
local govern. age of Total private age of

Benefits ment covered covered Benefits sector covered covered
Calendar year paid out payroll payroll paid out payroll payroll

1972' ............ '$3, 462,365 $1 154,700,000 0.30 3$174, 180,400 $8,612,100,000 2.02
1973 ......... ...... 702,845 1,277,200,000 .21 117,546,769 9, 604, 200, 000 1.22
1974 .............. 3303,451 1,397,500,000 .24 163 364,543 10,457,900,000 1.56
1975 .............. 5,704,637 41,611,200,000 .35 353,270,471 '10,475,600,000 3.37

I State government employee coverage is financed on a reimbursement basis. Local government employee coverage is
financed either on a reimbursement basis or on an experienced rating basis, depending upon the local jurisdiction's
option.

' Mandatory coverage for local as well as State government employees commenced by calendar year 1972.
3Benefits paid out include regular State unemployment insurance benefits and the State's share of extended benefits.
Third anfourth quarter payroll figures for calendar year 1975 are estimates.

Source: Employment Security Division, Connecticut Labor DepartmenL

COMPARISON OF THE PURE BENEFIT COST OF MANDATORY STATE AND LOCAL EMPLOYEE COVERAGE WITH
MANDATORY PRIVATE SECT R COVERAGE

Michigan I

State and local government Private sector

Benefits Benefits
paid out paid out

Total State and as percent- as percent-
local govern- age of Total private age of

Benefits meant covered covered Benefits seor covered coveredCalendar year paid out payroll payroll paid out payroll payroll

1974 ................... '$2, 473,864 8$1, 148,774, 199 0.22 $494, 555, 867 $27,742,254,294 1.78
1975..............8,373,850 3,665,921,264 .22 968,404,962 27,301,321,003 3.54

i Stat Ivernment employee coverage Is fined on a reimbursement basis. Local government employee coverage is
finncd eit on a reimo ursment basis or on an experIenced rating basis, depending upon the loca Jurisdiction's option.BeI~nefits paid out Include regular State unemplont benefits and the State's share of extended benefits.

Calendar year 1974 figures only reflect mandatory Stat. employee coverage; mandatory local employee coverage
comenced in candar 1975n i aMIchgan data for hat year.

Sorce: Employment Security Commission, Michigan Department of Labor.

COMPARISON OF THE PURE BENEFIT COST OF MANDATORY STATE AND LOCAL EMPLOYEE COVERAGE WITh
MANDATORY PRIVATE SECTOR COVERAGE

Minnesota I

State and local government Private sector

Benefits Benefits
paid out paid out

Total State and as percent- as percent-
localvern- age of Total private age of

Benefits ment covered covered Benefits sector covered covered
Calendar year paid out payroll payroll paid out payroll paoyoll

19741 ............ '$3 535,079 tl 05,572,253, 0.208$100,007,665 $9,938,784,131 1.01
1975 .............. 4:188,692 2,140,886,396 .20 173,852,236 10,632,203,710 1.6S

' State end local government employee coverage is financed on a reimbursement basis.
I Mandatory coverage for local as well as State government employees commenced in calendar year 1974.
' Bonets paid out inlcud only regular State unemployment insurance benefits.
Source: Minesota Department of Manpower Services.
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COMPARISON OF THE PURE BENEFIT COST OF MANDATORY STATE AND LOCAL EMPLOYEE COVERAGE WITH

MANDATORY PRIVATE SECTOR COVERAGE

OhioI

State and local government Private sector

Benefits Benefits
paid out paid out

Total State and as percent- as percent.
local govern- age of Total private age of

Benefits ment covered covered Benefits sector covered covered
Calendar year paid out payroll payroll paid out payroll payroll

1974, ................. 8$2, 051,219 $3,819,843,022 0.05 (4)
1975 .............. 7,089,241 4,217,141.296 17 )4
1976.............. 2,547,379 1,137,574,399 .22 4)

I State and local government employee coverage Is financed on a reimbursement basis.
I Mandatory coverage for local as well as State government employees commenced in calendar year 1974.
a Benefits paid out include only regular state unemployment insurance benefits.4 Not available.
I Data for calendar year 1976 reflects 1st quarter experience only.
Source: Ohio Bureau of Employment Services.

COMPARISON OF THE PURE BENEFIT COST OF MANDATORY STATE AND LOCAL EMPLOYEE COVERAGE WITH
MANDATORY PRIVATE SECTOR COVERAGE

Wisconsin I
State and local government Private sector

Benefits Benefits
paid out paid out

Total State and as percent- as percent-
local govern, age of Total private age ofBenefits ment covered covered Benefits sector covered coveredCalendar year paid out payroll payroll paid out payroll payroll

1972' ................. 1,$3, 133, 000 $831,140,000 0.38 '$90,867,000 $9,446,242,000 0.96
1973 ................... 3,546,000 916 706,000 .37 78,907,000 10,691 352,000 .741974...............40000 1,6,416,000 .24 109,056,000 11,815,104,000 .921915 ................... 6,339000 2,255,449,000 .28 269,049,000 12,241,562,000 2.20

' State and local government employee coverage is financed on a reimbursement basis.
i Mandatory coverage for local as well as State government employees commenced in calendar year 1972.a Benefits paid out include only regular State unemployment insurance benefits.4 Benefits paid out to State and local government employees are estimates.
Source: Employment Security Division, Wisconsin Department of Industry, Labor, and Human Relations.

APPEnDIX I

LAw OwFxczs, ZWERDULNG AND MAURER,
Waeafhngton, D.O.

CONSTITUTIONAL BASIS FO2 UNIVERSAL PuKuc EMPLOYEM CovERAG UNDER T112
FiDERAL-STATE UNEMPLOYMENT INSURANCE SYBTEM 1

The decision of the Supreme Court In National League of Cittes v. Usery In no
way affects the constitutional validity of the proposed extension of the Federal
unemployment compensation law to cover additional employees of the States and
their subdivisions.

The constitutional basis for this legislation is wholly different from that which
was at issue in the NLC case. There, the Court held that the power of the Con-
gress to regulate interstate commerce did not encompass a law by which the
States were compelled to adhere to federally-established minimum wage and
maximum hour standards for their own employees. Here, the legislation is based
on the taxing and spending powers of Congress, and would simply add another

I Prepared by the Office of the General Counsel American Federation of Stjte, County,
and Municipal Employees, AFL-CIO, June 25, 196, A. L. Zwerdling, General Counsel
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to the reasonable conditions to be met by any State that chooses to participate
in the basic, permanent unemployment compensation program so as to entitle
private employers in the State to the 2.7 percent tax credit and entitle the State
to the Federal grant for administering its unemployment insurance program.

In Steward Machine Co. v. Davis, 801 U.S. 548 (1937), the Supreme Court
upheld the original law establishing the Federal-State Unemployment Compen-
sation Program. That law enacted a payroll tax of 3.0 percent on private sector
employers, and allowed a credit of up to 90 percent of the tax, or 2.7 percent,
for contributions paid into a State unemployment fund under a State unemplo3-
ment compensation law found to meet the conditions for approval that the Fed-
eral law established. Additionally, a State which had an approved compensation
law could apply under the Act for a grant of funds to be used by the State ia
the administration of its law, and those grants would issue upon a finding that
the State law contained the required provisions. In Steward Machine, the Court
held that this law was within the power of Congress under Article I, Section 8,
Clause 1, of the Constitution "(t]o lay and collect Taxes . . ., to pay the Debts
and provide for the common Defense and general Welfare of the United
States. . . .1 Under that power, Congress was entitled to prescribe conditions for
a tax credit that it found were related in subject matter to activities "fairly
within the scope of national policy and power" and which would "assure a fair
and Just requital for benefits received" (301 U.S. at 590, 598). The conditions
established by the law "[were] not directed to the attainment of an unlawful
end, but to an end, the relief of unemployment, for which nation and state may
lawfully cooperate." (Id. at 598.) And "inducement or persuasion does not go
beyond the bounds of power" (Id. at 591).

To the argument that the Federal unemployment provisions infringed upon
States' rights In violation of the Constitution, the Court replied that "[no offi-
cer or agency of the national government can force a compensation law upon
[a State] or keep it In existence." (Id. at 595.) Mr. Justice Cardozo, writing
for the Court, pointed out that the States have power to make contracts and to
consent to an offer by the Federal Government of a Federal tax credit and grant.
By enacting a state unemployment compensation law meeting Federal statutory
standards, he wrote, a State "is seeking and obtaining a credit of many millions
[against the Federal unemployment tax] in favor of her citizens out of the Treas-
ury of the nation. Nowhere in our scheme of goverpiment-4n the limitations
expressed or implied of our Federal Oonstittion--do we find that she i8 pro-
hibited from assenting to conditions that will assure a fair and just requital for
benefits received." (301 U.S. at 598, emphasis added.)

It must be emphasized that neither the original Federal unemployment com-
pensation law, the present law, nor the proposed amendment Imposes any tax upon
the States or their subdivisions. And it is relevant to remind ourselves that, as In-
adequacy of the basic program has required repeated action by Congress tempo-
rarily extending benefits for those in the regular program, so also Congress has
been Impelled by the circumstances of growing unemployment among those "oe so
covered--chief among them, employees of States and their subdivisions-to enact
a Special Unemployment Assistance Program which has been wholly federally
funded. The SUA program, which was contained in the Emergency Jobs and
Unemployment Assistance Act of 1974, P.L. 93-567, and was extended by P.L.
94-45, Is due to expire at the end of 1976. It is within the "fair margin of dis-
cretion" permitted Congress (301 U.S. at 594) now to determine as a matter of
fiscal and social policy that the burden of meeting the needs of State and local
government employees who become unemployed must no longer be borne solely
by the Federal Government but, henceforth, should be shared by those States that
choose to participate in the Federal program, and thus receive its benefits.

Senator Bnoci. Next we will have Dale Lestina, legislative spe-
cialist, National Education Association.

I The author of the majority opinion In the NLO case made clear the inapplicability of
that decision to laws enacted pursuant to thli delegated power. "We express no view an
to whether different results migbt obtain if Congress seeks to affect Integral operations of
state governments by exercising authority granted it under other sections of the Constitu-
tion such as the Spending Power, Art. 1, 1 8. el. 1. or 15 of the Fourteenth Amendment."
N'LO v. Uperi, .- U.S. - , - slip op. at 18 n. 17.
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STATEMENT OF DALE LESTINA, LEGISLATIVE SPECIALIST,
- NATIONAL EDUCATION ASSOCIATION

Mr. LSTI.YA. Mr. Chairman, mv name is Dale Lestina, legislative
specialist representing the National Education Association.

NEA is grateful to the committee for this opportunity to discuss
our perception of unemployment and unemployment compensation.

NEA is the largest public employee union ii the Nation, represent-
ing 1.9 million teachers and other educators. We have 50 State affiliates
and over 9,000 local units.

At its 1976 NEA representative assembly, the 7,866 voting delegates
unanimously adopted the resolution supporting teacher inclusion
under permanent unemployment compensation at State and Federal
levels.

They also adopted a separate new busineg item urging the specific
passage of H.R. 10210.

During the past few years, unemployment in all sectors has de-
clined dramatically. Education is no exception.

The U.S. Office of Education predicts- that, within the next few
years, reductions in the total teaching positions throughout the United
States will exceed 103.000. Present Federal law provides that a State
must meet or exceed the Federal requirements in order to participate
in a joint Federal-State unemployment compensation system.

Even though the Federal law aflows the option to cover non-Federal
public employees, only a very few States have elected to mandate cov-
erage for all teachers.

The majority of States have a patchwork of unemployment com-
pensation programs for public employees with some requiring cover-
age for local employees and some teachers, but not for others.

Some allow local governmental officials the option to provide cover-
nR efor local teachers and locaemployees, and others provide neither
mandatory nor voluntary coverage forlthese workers.

It has been our experience that school boards do not voluntarily
provide unemployment compensation coverage for their employees.

We estimate that, of the 2.2 million teachers in the United 'States,
only 425,000, or 19.5 percent, are presently covered by permanent un-
empiloyment compensation protection. During this critical job market,
this represents a real problem for the 18.5 percent that remain.

Now,' many teachers have attempted to gain unemployment com-
p,msation protection through bargaining. Virtually all local govern-
ment units refuse unemployment compensation coverage for teachers
unless they'are specifically'mandated to do so by statute.

The 93d Congress enacted the special unemployment assistance, or
SITA program, which provides a temporary Federal program of spe-
ci.fl unemployment compensati6n for teachers and other workers who
amte 1)resently not covered by the Federal statute.

teacherss )in 42 States are now covered by this statute. The NEA sup-
lrts the extension of this coverage for an additional year, for as pres-
cntlv written, H.R. 10210 will not go into effect until 'January 1978.

SITA is scheduled to expire this December. If SUA is not extended
for 1 year, we would be uncovered for the year 1977. However, for the
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olg run, we would much prefer the establishment of a system pro-
viding mandatory permanent coverage for teachers and other public
employees under a single committee's jurisdiction, as provided in H.R.
10210.

I would like to touch on another major issue which may be of con-
cern to members of the committee as they consider H.R. 10210.

In NEA's judgment, the Supreme Court's decision in the National
League of Cities v. Usery does not apply to 1I.R. 10910. In support of
our position, we have attached a letter concerning the opinion of our
general counsel and have also included a quote from the Congressional
Record from July 1, 19,6, by William J. Kilb'g, U.S. Department
of Labor.

We close by paraphrasing his conclusion. The National League of
Cities v. Usery is not applicable to the provision as proposed in 1I.R.
10210 on unemployment compensation coverage for State and local
government employees. Mr. Kilberg cites two major reasons.

The Fair Labor Standards Act amendments concerning the mini-
mumi wage were enacted under the commerce laws. The employment
compensation provisions come under the taxation Paid general welfare,
or spending power provisions, of our Constitution.

The Supreme Court specifically excluded statutes enacted under the
spending power and the 14th amendment from holding in the National
League of Cities v. Usery decision.

The second major conclusion and reason, the major Fair Labor
Standards Act amendments were regulatory in nature with no options
provided the States. The unemployment compensation provisions as
proposed by H.R. 10210 permits the States the option.

States are not forbidden choice. Choice is the essence of the Federal-
State unemployment compensation system. States can opt in or out.

In our Judgment there are two viable options in which State and
local public employees can choose to provide unemployment compensa-
tion benefits.

One would be to pay the employment compensation tax, as private
employers do, or its equivalent fee, or two, reimburse the unemploy-
ment compensation trust fund at the State level, paying for their
own record of unemployment compensation benefits.

It appears that the second option would be the more economical for
the public employer.

Either of these approaches is acceptable to the NEA.
In conclusion, Mr. Chairman, NA wholeheartedly supports cover-

age of all public employees under the Federal Unemployment Tax Act
as provided in H.R. 10210. We think that in the interest of fairness and
equity it is wise to include Federal schoolteachers under the sections
of the act which already provides coverage to employees of institutions
of higher education.

hank you for this opportunity to testify.
Senator BRocK. Thank you very much.
I have no questions. Personally, I am sympathetic. We will see what

will happen.
Mr. LESTINA. I appreciate that. Thank you.
[The prepared statement of Mr. Lestina follows:]
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STATEMENT OF TITE NATIONAL EDUCATION ASSOCIATION ON UNEMPLOYMENT COM-
PENSATION COVERAGE FOR TEACHERS AND OTHER PUBLIC EMPLOYEES 'RESENTED
BY DALE LTINA, LEoISLATrvE SPECIALIST

Mr. Chairman and Members of the Committee, I am Dale Lestina, Legislative
Specialist representing the National Education Association. We are grateful to
Chairman Long and the Members of the Committee for this opportunity to dis-
cuss our perception on unemployment during this trying time in our nation's
history.

NEA is the largest public employee union in the country, representing some
1.9 million teachers and other educators. NEA has 50 state affiliates and over 9,000
local units. At the 1976 NEA Representative Assembly the 7,866 voting delegates
unanimously adopted the following resolution:

"76-51. UNEMPLOYMENT COMPENSATION

"The National Education Association supports the inclusion of educators In
unemployment compensation legislation at the state and federal levels."

During the past three years employment in all sectors has declined dramati-
cally. Education is no exception! Six years ago educators were participating in a
booming job market. Today, teaching positions are at a premium. Many experi-
enced, qualified teachers are laid off and are unable to locate new positions. Most
want to teach, but they will settle for any job inside or outside of education.

The U.S. Office of Education predicts that within the next six years, reduc-
tions in total teaching positions throughout the United States will exceed 103,000.
Teachers are laid off as a result of decreased enrollments, tight money, rejection
of millage elections, and inflation.

Present federal law provides that a state must meet or exceed the federal re-
quirements in order to participate in the joint federal-state unemployment com-
pensation system. Even though federal law allows states the option to cover non-
federal public employees, only eight states have elected to mandate coverage for
all teachers. Another eight states plhr Puerto Rico require coverage for some local
public employees but not for others. Twenty-one states allow local governmental
officials the option to provide coverage their local public employees. Thirteen
states, however, provide neither'mandatory nor voluntary-.coverage for local
public employees.

We note with dismay that approximately one-half of those states which allow
optional coverage of local employees mandate coverage for state employees. Even
more distressing are those states which mandate coverage for state employees
but provide absolutely no provision for local employees. To add insult to injury,
several states have adopted laws which provide coverage to some public school l
employees and not others, depending upon the size of the city in which the public
employee works or the type of job held.

It has been our experience in states which provide elective local coverage that
unless the bargaining agent secures the coverage as a part of the negotiated
agreement, school boards do not voluntarily provide unemployment coverage for
their employees. We estimate that of the 2.2 million teachers in the--United
States, only 424,981-19.5 percent--are presently covered by permanent unem-
ployment compensation protection. During this critical job market this presents
a real problem for the 80.5 percent who remain.

Many teachers employed by local school jurisdictions encounter an additional
problem in gaining unemployment compensation protection. There are essentially
two kinds of school boards-fiscally independent (authority to levy taxes), and
fiscally dependent (financial decision must be ratified by a higher legislative
body). Twenty-one states have school boards which are partially or totally de-
pendent. If a local education association within such a state desires unemploy-
ment compensation protection for its members, the association must not only
make its arguments to the local school board, but also must win its arguments
with the city or county council. Virtually all local governmental units refuse
coverage for teachers unless they are specifically mandated to do so by state
statute.

The 93rd Congress enacted the Special Unemployment Assistance (SUA)
program, PL 93-567, which provides a temporary federal program of special
unemployment compensation assistance for workers who are presently not
covered by the federal statute. Teachers in 42 states are now covered by this
statute. NEIA supports the extension of this coverage for an additional year.
However. f? the long run, we would much prefer that a system providing
mandatory, permanent coverage for teachers be established.
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There is a growing practice which is patently unfair to teachers. Because of
so-called "continuing contract laws," many school districts have adopted a policy
of giving all teachers notices of termination pending receipt of state and/or
federal funds. School boards currently can do this with impunity because they
are not financially responsible for unemployment benefits. Teachers know that
ultimately most of them will be reemployed for the coming year. However, there
is no assurance of that fact and many of these teachers want to seek and should
be provided unemployment compensation benefits. Mandatory coverage of
teachers under the Federal Unemployment Tax Act (FUTA) will dramatically
curtail this contemptible practice of non-rehire since public employers would
then be forced to expend funds for unemployment compensation benefits. In our
judgment, there are two viable options trom which state and local public em-
ployers can choose to provide unemployment compensation benefits: (1) to pay
the unemployment compensation tax as private employers do; or (2) to reim-
burse the state fund, paying only for their own record of unemployment compen-
sation benefits. Either of these approaches is acceptable to NEA.

I'd like to touch on a major issue which may be of concern to Members of
this Committee as you consider HR 10210. In NEA's judgment, the Supreme
Court decision in National League of Cities v. Usery does not apply to HR 10210.
In support of our position we offer the attached letter concerning the opinion
of our General Counsel and the following quote from the Congressional Record
(July 1, 1976, p H7198) by William J. Kilberg, Solicitor of Labor, U.S. Depart-
went of Labor.

"'National League of Cities v. UserV, 96 S.Ct. 2465, June 24, 1976, is not appli-
cable to the provisions on unemployment compensation coverage of State and
local government employees in the Federal Unemployment Tax Act, or as pro-
posed in H.R. 10210 now before Congress. There are at least two major distinc-
tions between the Fair Labor Standards Act amendments struck down by the
Supreme Court in National League of Cities and the enacted and proposed
provisions on unemployment compensation coverage of State and local govern-
ment employees:

"1. The Fair Labor Standards Act amendments were enacted under the Com-
merce Clause. The unemployment compensation provisions come under the taxa-
tion and general welfare ('Spending Power') provisions of the Constitution.
The Supreme Court specifically excluded statutes enacted under the 'Spending
Power' and the Fourteenth Amendment from the holding In National League
of Cities.

"2. The Fair Labor Standards Act amendments were regulatory in nature,
with no options afforded the States. The unemployment compensation provisions
now enacted and proposed by H.R. 10210 are consistent with and fit into the
historic structure of the Federal-State Unemployment Compensation Program,
which permits States the option of participation. In this manner the unemploy-
ment compensation provisions are ritually different from the minimum wage
and overtime provisions In the Fair Labor Standards Act amendments. States
are not forbidden choices; choice is the essence of the Federal-State Unemploy-
ment Compensation Program.

"Accordingly, the provisions on coverage of State and local government em-
ployees, enacted in the Employment Security Amendments of 1970, are in accord
with the United States Constitution. The amendments proposed in H.R. 10210,
concerning the extension of coverage to State and local government employees
generally, and provision for less than full financial support for State unemploy-
ment compensation laws, also are in accord with the United States Constitu-
tion."

Mr. Chairman, NEA wholeheartedly supports coverage of all public employees
under FUTA as provided in HR 10210..We think that it is wfie to include public
school teachers under the sections of the act which already provide coverage to
employees in higher education.

Thank you for this opportunity to testify.

NATIONAL EDUCATION Asso0AT0N,
Washington, D.C., June 28,1976.

Re: HR 10210
Mr. ALAN ROTHENBERO, Esq.,
Minority Counsel, Subcommittee on UVnemployment Compensation, Committee

on Ways and Means, U.S. House of Representatives, Washington, D.C.
DEAB M. Ro'rhicBnrao: You have requested our opinion as to the effect that

the Supreme Couit's decision in National League of Ctties v. Use, Issued
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June 24, 1976, might have on the provisions of HR 10210 which are designed to
provide permanent unemployment compensation coverage for state and local
government employees under certain conditions. For a number of reasons which
are outlined below, we do not believe that the Court's decision will have ray
effect on the Bill as presently drafted.

At Issue in the National League of Cities case was the validity of the 1974
amendments to the Fair Labor Standards Act (FLSA) which extended the
coverage of that Act to almost all categories of State and local government
employees. The FLSA and the amendments In question were enacted by the
Congress pursuant to Its power "to regulate Commerce . . among the several
States", under Article I, 8.8, cl.3, of the Constitution. The Supreme Court
found In National League of Cities that the attempted direct reulalon of the
wages and hours of employees of the states and their subdivisions, while
unquestionably affecting commerce, constituted too great an interference with
the sovereignty of the states to be permitted under the federal system of govern-
ment embodied in the Constitution, especially the Tenth Amendment thereto.
The decision, however, was expressly limited to the effect on state governments
of legislation enacted pursuant to the Commerce Clause. The Court left open
the question of the validity of laws adopted under other Constitutional provl.
sions which might have an effect on the sovereignty of states and their sub-
divisions:

"We express no view as to whether different results might obtain if Congress
seeks to affect Integral operations of state governments by exercising authority
granted It under other sections of the Constitution such act the Spending Power,
Art. I, S.8. el.1, or S.5 of the Fourteenth Amendment." Slip opinion at page 18,
footnote 17.

The Federal Unemployment Tax Act (FUTA) and the amendments to that Act
proposed In HR 10210 find their Constitutional authority-not in the Commerce
Clause-but rather in Art. I, 8.8, el.1, the Taxing and Spending Power, which
was expressly mentioned in the Court's comment as to the reach of its decision.
In 1937, the Court explored and upheld the authority of Congress to enact the
original Unemployment Compensation Act under Art, I 8.8, cl.1. Steward .lfarhine
Co. v. Dates. 301 U.C. 548 (1937). Thus, by its own terms, the National League of
Cities decision does not apply to FUTA or to the proposed amendments.

There is an additional reason why National League of Cities would not in-
validate the legislative scheme embodied in HIR 10210. The rationale for the deci-
sion was specifically based on the fact that the FLSA amendments imposed
upon state and local governmental employers the minimum wage and maximum
hour requirements of the Act The governmental employers had no discretion or
option; they were required to adhere to the amendments. It was the hligatory
nature of the legislation which ran afoul of the Court's views of state sovereignty.
The Court expressed Its holding as follows:

"We hold that insofar as the challenged amendments operate to dfrectl, dIsplre
the States' freedom to structure integral operations In areas of traditional fune--
tinns, they are not within the authority granted Congress by the Commerce
Clause." Slip opinion page 18 (emphasis added).

Later the Court stated:
"Congress may not exercise that power so as to force directly upon the State"

its choices as to how essential decisions regarding the conduct of integral govern-
rmental operations are to be made." SUp opinion page 21 (emphasis added).

Legislation which does not compel a state to act In a particular manner would
not violate the decision's proscription. This point was made by Justice Brennan
who, In his dissenting opinion, stated that "Congress may nevertheless accomplish
its objective--for example by conditioning grants of federal funds upon compliance
with minimum wage and overtime standards, c.f. Oklahoma v. United States Citil
Service Commission. 330 U.S. 127. 144(1947) .. ." (dissenting opinion. at 24-25).
In the case cited by Justice Brennan, certain federal funds were withheld from
a state pursuant to the terms of the federal-Hatch Act when the state refused
to discipline a state employee for violating provisions of that Act. Answering
contentions that mch a legislative provision constitutes an Invasion of the state's
sovereignty and violated the 'Tenth Amendment, the Court replied that while
the United States might not be able to regulate directly the activities of state
officials. "it does have the power to fix the tenure upon which the money allot-
ments to states shall be disbursed." 880 U.S. at 148. The Court held that the
Tenth Amendment did not forbid such an exercise of power and it stated that
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"The offer of benefits to a state by the United States dependent upon cooperation
by the state with federal plans, assumedly for the general welfare, is not unusual."
330 U.S. at 144.

The scheme of the FUTA and the amendments in question is similar to that
of the hatch Act and dissimilar from that of the 1974 amendments to the FLSA.
No state is required to provide unemployment compensation to any public
employee. Every state is free to stay out of the Federal Unemployment Compensa-
tion System. However, If a state wishes to obtain the benefits of federal credits
and assistance for its programs, It must adhere to certain minimum standards-
one of these being under HR 10210 the inclusloln of public employees under the
state's system.

The FUTA amendments contained in HR 10210 do not contain the element of
"direct interference' 'or "force" essential to the National League of Cities hold-
Ing. In tcwart M1(achine (o. v. Davis. supra, the Supreme Court confronted
this issue directly in upholding the constitutionality of FUTA as originally passed.
The claim was made in that case that the conditioning of federal credits on com-
pliance with the minimum standards of FUTA constituted coercion of the states In
contravention of the Tenth Amendment and of restrictions implicit in tile federal
form of government. The Court rejected this argument, stating:

"Every tax is in some measure regulatory. To some extent it interposes an
economic impediment to the activity taxed as compared with others not taxed,"
citation omitted. In a like manner every rebate from a tax wien conditioned
upon conduct is in some measure a temptation. But to hold that motive or
temptation is equivalent to coercion, is to plunge the law in endless difficulties.

"Nowhere in our scheme of government-in the limitations expressed or implied
of our Federal Constitution--do we find that a state is prohibited from assenting
to conditions that will assure a fair and just requital for benefits received."

301 US at 389-90, 598.
The fact that state and local employees would be covered under HR 10210

does jot in any way change the holding of the Steward case. The state is not
taxed for coverage of such persons, nor is it compelled or forced to include
them in coverage. The state is always free to make the choice to exclude such
persons and to accept the loss of federal benefits. HIR 10210 is valid under
Steward; it is unaffected by National League of Cities.

One final point. As noted, the Supreme Court in National League of Ciies was
concerned with the effect of legislation on "Integral governmental operations."
Wages and hours of governmental employees, performing governmental functions,
fall within this area. But, by definition, coverage of such individuals under
unemployment compensation laws would not affect the 'Integral operations of
government." On the other hand, the exclusion of such persons from state
unemployment compensation systems could cause a large drain on the federal
budget. The federal government thus has a strong interest in legislation in
the area. This fact . . is a further reason why the unemployment compensation
law is not in the same category as the wage and hour law considered by tile
Supreme Court.

I hope this Information will lie helpful to you. Please let us know if we can be
of any further assistance.

Sincerely,
STEPHEN Mi. NASSAU.

Associate General Counsel.

Senator BROCK. We have Mr. C. 11. Fields, assistant director, na-
tional affairs, American Farm Bureau Federation, and Bruce Von
Forel, chairman, Agricultural Labor Committee, American National
Cattlemen's Association.

STATEMENT OF C. H. FIELDS, ASSISTANT DIRECTOR, NATIONAL
AFFAIRS, AMERICAN FARM BUREAU FEDERATION

Mr. Fxzuxis. I will make my statement brief, and file the statement
for the record.

We are glad to have an opportunity to be here to speak for 2.5
million member families across the country. We do recgnAize ihe
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necessity of legislation at this time to do something about the solvency
of the funds. We believe the program is burdened with abuse and
fraud and we question the advisability of expanding coverage in this
program at this time until a study is completed by the Commission
and we can learn more about the'fraud and abuse and what can be
done about it.

By the way, we think title IV should be strengthened so that the
Commission is charged specifically with looking into fraud and abuse
an(l try to alleviate those problems.

If the Congress is inf,,t upon extending unemployment compensa-
tion to agriculture, the following points need to be 'taken into con-
sideration before su 'h action is taken.

First of all, the costs, which in some States ranges up to 5 percent of
the payrolls would have to be passed along to consumers. The limited
profit margin in agriculture will not permit that to be absorbed. Farm
workers are now covered by the SPA and we do not have any data,
we cannot obtain any data, on the results of what that program has
been, and how many farmworkers have taken advantage of it, what
the costs have been, and so forth.

We think we ought to have some data on that before we take the
action to extend the program to agriculture.

Agriculture is a highly seasonal business. Experience with other sea-
sonal industries would indicate that an overdraft will occur in some
States. Some. phases of agriculture where large numbers are employed
on a seasonal or temporary basis will not pay enough into the fund to
finance the benefits.

As presently written, H.R. 10210 would adversely affect closely-held
family-owned farming operations which have four or more employees,
although a typical wurk force may consist entirely of the farmer him-
self and members of his family. Ih this case, of course, the corporation
becomes the employer and the farmer himself and members of his
family becomes the employee.

The conditions under vhich many seasonal workers are employed
in agriculture make it extremely difficult for farmers to keep accurate
records and make necessary reports. Hundreds of thousands of these
workers are local high school or college students, local housewives, or
persons holding other full-time or part-time jobs who work in agricul-
ture for only a few days each year.

Many of these workers will not be eligible for benefits. Tf Congress
desires to cover these temporary workers, we think the SUA program,
is the best approach.

Farmers are already overburdened with Federal and State regula-
tions, Government reports, and bureaucratic excesses. If they are
brought into this program, this will add to the burden.

While it may be true that only a small percentage of the total num-
ber of farms would be affected by this bill, this percentage will vary
considerably among the States and even more widely among com-
modity groups. It does ont take a very large farming operation produc-
ing fruits and vegetables, for example. to have the four or more em-
plovees during 20 weeks to pay out $10,000 in wages.

We therefore recommend tfhat agricultural coverage be deleted from
this bill at this time. If this cannot be achieved, we recommend that
title I be amended either to increase the minimum standard of coverage
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from four or more employed during any 20 weeks or $10,000 in wages
paid during a quarter to 10 or more employees employed during any 20
weeks, or $20,000 paid during a quarter, or an alternative approach
would be to exempt seasonal workers in agriculture, with a seasonal
worker defined as one who works less than 100 days during a calendar
year for an agricultural employer.

Our estimate is that more than half of the nonfamily agricultural
workers would still be covered under alternative A, but only 5 percent,
of all agricultural employees would be affected.

Thank you, Mr. Chairman.
Senator litocic. Thank you very much.
I agree that we should raise the level of exemption. I am not sure

that you will gft as big as exemption as you vould like.
The 10 employees was what we tried to get in our exemption.
Mr. FIELDS. That is why we selected that.
Senator BRocic. That is something I strongly pressed for. It is a

realistic figure, in my opinion.
I would think that it would be better if you had 10 on the average

throughout the year rather than at any point in time during the
quarter.

Ir. FIELDS. I do not know what that would do for administrative
difficulties.

Senator BocK. It would be very complicated to do that.
[The prepared statement of M1r. Fields follows:]

STATEMENT OF TiE AMERIcAN FARM BUREAU i,'cDERATION, PRESENTED BY

C. 1I. FIELuS, ASSISTANT DIRECTOR, NATIONAL AFr.lIs

SUMMARY OF PRINCIPAL POINTS

Statement of C. 11. Fields, American Farm Bureau Federation.
(1) The Unemployment Compensation program is burdened with widespread

r nud and abuse, and coverage should not be extended to other groups of workers
until the program is studied in depth and ways of reducing fraud and abuse are
worked out.

(2) Title IV should be amended and strengthened to clearly charge the Na-
tional Commission on Unemployment Compensation with the responsibility to
investigate fraud and abuse and recommend ways of alleviating It.

(3) Agricultural coverage should be deleted from the bill for reasons explained
in the statement.

- -(4) If such deletion cannot be achieved, It is recommended that Title I be
amended either to (a) increase the minimum standard of coverage from four
or more workers employed during any twenty weeks or $10,000 in wages paid
during a quarter to ten or more employees employed during any twenty weeks or
$20.0 paid during a quarter or (b) exempt seasonal workers In agriculture
(with a seasonal worker defined as one who works less than 100 days during a
calendar year for an agricultural employer).

STATEMENT

We appreciate this opportunity to present the views of the American Farm
Bureau Federation on unemployment compensation and its extension to agricui.
tural employment.

Farm Bureau Is the largest general farm organization in the United States,
with a membership of 2,505,258 families In 49 states and Puerto Rico. It is a
voluntary, nongovernmental organization representing farmers and ranchers who
produce virtually every agricultural commodity that Is produced on a commercial
basis in this country.

The voting delegates of the member State Farm Bureaus to the 57th annual
meeting of the American Farm Bureau Federation In January, 1976, adopted the
following policy on unemployment compensation:

78-153--76-.----
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We favor retention of experience rating policies and the preservation of
state responsibility to determine eligibility and benefits in unemployment
insurance.

We are concerned about abuses of the unemployment compensation pro-
gram by both employers and employees, many of whom use this program
as a regular part of their employment planning.

We support revisions of the Act to reduce abuses and to protect benefits
to workers who are actually in need of them.

Because of the difficult problems involved in the application of the Act to
small farms and the employment of temporary and seasonal workers, we
oppose extension of the Act to agriculture until a workable, fiscally sound
program Is developed.

Accordingly, we offer the following comments and recommendations regarding
H.R. 10210:

(1) We recognize the necessity of legislation at this time 4 restore the
solvency of'the state and federal trust funds.

(2) We believe the UC program Is burdened with widespread abuse and fraud
on the part of both employers and employees and that the extent of this abuse
has not been fully revealed to the public.

(3) Because of this widespread abuse and the fiscal insolvency of' the trust
funds, we believe the Congress should refrain from any extension of coverage at
this time.

(4) Instead. Title IV should be amended and strengthened to clearly charge
the National Commission on Unemployment Compensation with the responsibility
to Investigate fraud and abuse in the program and to recommend ways of al-
leviating it.

(5) If the Congress is intent upon extending unemployment compensation to
agriculture, the following points need to be taken Into consideration:

(a) The cost, ranging up to 5 percent of farmworker payrolls, will have to be
passed along to consumers. The limited profit margin In agricultural production
will not permit It to be absorbed by producers.

(b) Farmworkers are now covered by the Special Unemployment Act, financed
from the General Fund. No data Is available on the operation of this program
as It affects agriculture. It would appear wise to know how many farmworkers-
have taken advantage of this coverage, what the cost has been, the variation
among various agricultural commodities, geographic regions, the effect on
migrancy, etc.

(c) Agriculture is a highly seasonal business. Experience with other seasonal
Industries would indicate that an overshaft will occur in s6me states. Some
phases of agriculture, where large numbers of workers are employer on a sea-
sonal basis, will not pay enough into the fund to finance the benefits that wilt
accrue.

(d) As presently written, H.R. 10210 would adversely affect closely held,
family-owned farming corporations, nearly all of which have four or more em-
ployees, even though a typical work force may consist entirely of the farmer
himself and members of his family. Such a farmer would thus pay the tax on
himself and members of his family, with little or no possibility of being eligible
for benefits.

(e) The conditions in which many seasonal workers are employed In agricul-
ture make it extremely difficult for farmers to keep accurate records and to make
the necessary reports. Hundreds of thousands of these workers are local high
school or college students, housewives, or persons holding other full-time or
part-time jobs who work In agriculture only for a few days each year. Many
of these workers will not be eligible for benefits. If Congress desires to cover these
temporary workers, we think the Special Unemployment Act Is the best approach.

(f) Farmers are already overburdened with federal and state regulations,
government reports, and bureaucratic excesses. If they are mandated to partlci-
pate in fho i' program, thIR burden will be greatly Increased.

(g) While It may be true that only 6 or 7 percent of the total number of farm
would be affected by H.R. 10210, this percentage wilt vary considerably among the
states and even more widely among commodity groups. It does not take a very
large farming operation producing fruits and vegetables, nursery, and certain
other crops to employ four persons during twenty weeks or to pay out $10,000 in
wages during a quarter.

(6) We. therefore, recommend that agricultural coverage be deleted from the
bill If this cannot be achieved, we recommend that Title I be amended either to
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a) Increase the minimum standard of coverage from four or more workers em-
ployed during any twenty weeks or $10,000 in wrges paid during a quarter to ten
or more employees employed during any twenty weeks or $20,000 paid during a
quarter or b) exempt seasonal workers in agriculture (with a seasonal worker
defined as one who works less than 100 days during a calendar year for an agri-
cultural employer).

Our estimate is that more than half of the nonfamily agricultural workers
would still be covered under alternative a) but that only about 5 percent of all
agricultural employers would be affected, prinmrily in the larger operations that
are In a better situation to cope with the legal and accounting problems that will
be created by the UC program.

Senator BROCK. Mr. Von Forell.

STATEMENT OF BRUCE VON FORELL, CHAIRMAN, AGRICULTURAL
LABOR COMMITTEE, AMERICAN NATIONAL CATTLEMEN'S
ASSOCIATION

Mr. VoN; FonrI . My Iame is Bruce Von Forell. I am a rancher
from Wyoming. Presentlv, I serve as chairman for the Agricultural
Labor Committee of the Americain National Cattlemen's Association,
which is referred to as the ANCA.

I am pleased that this committee afforded the beef cattle industry
an opportunity to speak before this committee.

With respect to the committee's desire for brevity, I would like.to
summarize the. ANCA's statement on this subject. tIowever, I would
request that the full prepared statement appear in the record as
submitted.

The ANCA is a national trade ansociation for the beef cattle indus-
try, representing more than 250,000 cattlemen throughout the United
States. The ANCA sees all sectors of the beef cattle industry, basic
producers, feed lot operators, and breeders.

The beef cattle industry is the largest segment of American agri-
culture. It is important to this issue at hand today that the committee
understand the unique economic factors which distinguishes the beef
cattle indutry from the more typical margin added industries in light
of economic impact that thisnmeasure will have on the beef cmttle
in(ustrv.

Retailers or wholesalers can add profit margins to the costs of ma-
terial anti labor and other costs of doing business. Cattlemen, like other
agricultural producers, cannot set a price for their piouct. They can-
not post a price tag on steers. They accept or reject bidi made by'park-
ers and other buyers. Those bids depend on supply and (leman~d.

In effect, cattle producer's return-is a residual of marketing which
provides no ability to pass through costs in the short term economic
cycle.

Currently, the industry is struggling to recover from one of its worst
downward economic cycles. Undue economic burdens as would be im-
posed on farmers aid ranchers must then be absorbed as a cost. of pro-
duction, thus lowering profitability.

Under the current market conditions. loses being sustained and ad-
ditional costs imposed by this proposed legislation would only com-
pound these losses, thereby minimizing the recovery of an already
depressed livestock situation.
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I would like to all to your attention to page 2 of the statement
which emphasizes what industry figures the actual dollar and cents
economic plight of the industry is.

As you can see, a loss of $53 per head across the board is a severe
.situation, and one that has prevailed since the wage and price controls
,of 19713. It is against this economic background that the ANCA i-
,quests that the proposed extension of unemployment compensation
coverage for agricultural employees be deleted.

We 5o not believe that such an inclusion is warranted, or the addi-
tional cost of agricultural employees be of interest to the beef cattle
industry and the American consumer.

Inflation will continue to be a factor in the national economy affect-
ing productivity and hampering the efficiency of production. The Na-
tional Commission on Productivity has stated during the last 15 years
or more productivity improvement in agriculture has been geatelthan
in any sector of the economy.

This statement alone attests to the reason why the American con-
suiners spend only an average of 17 percent of thhir disposable income
on food and is able to maintain a standard of living enjoyed in this
country today.

Further, ANCA can see no purpose served by extending unemploy-
ment, coverage to agricultural workers for the following additional
reasons. Our reasons are simple:

First: We can see no purpose served by extending coverage to agri-
cultural workers. We feel strongly that further Federal extensions of
additional costs to employers will'only serve to lessen productivity and
eventually affect consumers.

I might add that we are in the labor market. We have to compete
with various industries, such as we have a new 150-megawatt plant
going in effect right next to us. These people are paying $12 an hour.

The only way we can compete with this labor force is to offer bene-
fits. or perhaps let them run cattle, or something of this nature. We
cannot compete as dollars and cents goes with this type of competition.

Second: As noted by the Subcommittee on Unemployment Com-
pensation of the House Ways and Means staff report dated Septem-
ber 2, 1975:

Although state adoption of unemployment Insurance laws has twen greatly
Influenced by Federal statutes, by a single exception the state is free to determine
employers who are liable for contributions to and workers who accrue rights
under the law.

In this day find age, where much concern is being raised about the
expansion about the Federal bureaucracy and the need to lessen Fed-
eral regulations. we would hope this committee would weigh this
comment carefully in light of prevailing public opinion.

Further, it should be noted that the State is free to determine
employees who are liable for contribution. We feel strongly that, due
to the seasonal nature of agriculture and the variance of agricultural
production employment, only the State can best determine the needs
of itq citizens.

Third: There are only five States who provide for agricultural
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coverage. Most State laws exclude agricultural labor and coverage for
many of the above reasons.

Federal inclusion of agricultural coverage would serve to influence
the remaining States to provide unemployment coverage. Under the
proposed new legislation, provisions of the Internal Revenue Code
will apply to agriculture.

The tax levied-on covered agricultural employees will be 3.2 percent
of wages up to $6,000 a year paid to an employee plus the additional
0.2 percent proposed rate to begin in 1977 through 1983.

Conceivably, using these figures, the cost to agricultural covered
employees would mean a new outlay of $224 per person. Add this to
the cost of the new OSHA requirement, the EPA permit requirements,
increased grazing permit requirements, and increasing costs of fuel, I
might mention that we spend enough money on a tractor to try to
offset the expense of feeding cattle to-raise feed on my ranch. I am not
a farmer. The darn tractor cost more than the ranch itself cost a few
years back.

Fourth: A lack of agricultural labor force and increased competi-
tion, rising costs, increased capital investment, and outmoded gift tax
laws have forced many families to incorporate.

In conclusion, the ANCA opposes the extension of unemployment
compensation coverage to agricultural workers by Federal statute.

Mr. Chairman, the National Woolgrowers Association wishes to go
on record as endorsing our position.

I appreciate the opportunity to appear before the committee today
and present the views of the beef cattle industry.

Thank you, sir.
Senator BROCK. Thank you very much.
I think that it is important to note that a lot of us in Congress, I

hope the majority, are sympathetic to the plight to farmers in general.
We have undertaken some modifications of the law. We hope to do

better than that next year.
We have passed through the Senate and are currently engaged in a

fairly intensive negotiation with the House to raise "the estate tax
exemption, so we are trying very hard.

I am sympathetic to your plea, especially, and I will try to help.
I appreciate your testimony.
Mr. Vo. FORELL. I have another little thing here that I thought

might be interesting to include in the record. One of your colleagues,
Senator Hansen, on his platform running for Governor in 1965 on
unemployment compensition-it was running rampant in Wyoming
and a lot of abuses taking place.

As a result of his efforts and other people, there was a lead article
in the Reader's Digest on what did happen and what could be rectified
at a State level, and I think our pitch today would be more in the
arena, if we are going to have unemployment compensation, let's keel)
it at the State level where it is more responsive to that particular
State.

Senator BnocK. With your permission, if you will submit that, we
will make it a part of the record.

[The article referred to follows :]
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[Condensed from National Civic Review, December 1964)

WoixoINO TionumNs Up ON "IIAPPY-TIME" MONEY

(By Earl and Anne Selby)

A CASE STUDY OF UNEMPLOYMENT-COMPENSATION ABUSE-AND ITS CURE

We turned our tape recorder off. We had been interviewing a Wy:oming labor-
union official on the effects of that state's new, tightened-up unemployment-
coinpensation law, and lie had criticized it as harsh and restrictive, an insult to
people thrown out of work.

"Now that we're off the record." le said, smiling wryly, "I'll admit that the
old law was too soft-It went so far that some people got to thinking of com-
pensation as a way of life. They figured they could work a while, then just rest
and draw benefits. It happens everywhere. Don't quote me by name, but frankly
we needed something like this new law."

Ile was recognizing a painful fact: in many of our states, the unemployment-
compensation laws, originally designed to tide workers over periods of enforced
inactivity while they hunted for new jobs, have been riddled with loopholes
which encourage all who want something for nothing.

Wyoming, although it is one of our least populous states, had long been afflicted
with all the abuses and distortions of the compensation systems prevalent in
larger, more industrial states. And when, in 1957, the state legislature liberalized
the already liberal unemployment benefits, the door was opened wide to the
twin human weaknesses of laziness and cupidity. The next six years saw a pub-
lic binge at the trough of unemployment compensation-a happy time for every-
body who wanted a prolonged vacation at public expense.

The following cases and practices were typical:
A girl was brought to trial and found guilty of embezzling her employer's

funds. Since more than four weeks had elapsed between the date of her dis-
missal from the job and the day she filed her claim, the state promptly
granted her unemployment compensation. When the outraged employer reg-
Istered an official objection, the state's only response was a letter stating
that the girl's unemployment compensation would not be charged against the
employer's account.

A field hand was asked to help out with barn chores during the winter
months when outdoor work was slack. He refused, quit-and after a month
was granted unemployment benefits.

A man gave tip his Job In another state because he decided that the climate
did not agree with him. He filed for compensation in Wyoming, where he
had previously worked. lie stated lamely that lie had consulted a doctor-
several years earlier. In spite of an official ruling stating that self-diagnosis
of an ailment may not be accepted as good cause for qitting work, the
applicant was not denied benefits. He merely had to wait four weeks-the
maximum penalty under the law at that time-for his first check instead of
i tarting to draw compensation at once.

Benefits to casual workers who had no intention of becoming year-round
employees were handed out lavishly. It was necessary only to earn $250 In one
three-month period and $125 in another to qualify. This rule was an obvious
temptation: pick tip a temporary job. hold it for a few weeks, then push up
to the trough and share in the largess. Many a smaller farmer planted in the
spring, took a Job for wages in early summer, then reaped a double harvest
ring the late summer and early fall--one from the land, the other from the
state.

Residents of neighboring South Dakota noted Wyoming's bonanza and
came cross the border in considerable numbers for summer work. Returning
hamo in the autumn. they drew from Wyoming more liberal unemployment
benefits than if they had worked in their own state.

In many cases, the same person received unemployment benefits and Social
Security simultaneously.

A highway contractor offered some of his men. who had been laid off dur-
Ing severe weather. $2 an hour for winter repair work in his shop,. They
declined. They were drawing $53 a week in nontaxable compensation. I?
they worked 40 hours a week in the repair shops, they wotld have to pay
income tax and would end tip with only about $16 more take-home pay than
they were already getting for doing nothing. It wasn't Worth it.
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Wyoming's scale of benefits was top-bracket--right up with the industrial
stares, which have a higher cost of living. In the first half of 1960, Wyoming tied
for first place In highest average weekly benefits. Only three states had higher
maximum weekly benefits. A claimant could collect up to 55 percent of the state's
average wage for 26 weeks--a total of $1222-and also pick up an extra N) a week
as a dependency allowance for two children. lie could also earn any amount up
to 50 percent of his benefits without any reduction in his state checks.

Unemployment compensation, of course, is financed by a tax on employers, and
in Wyoming, as In other states, employers with a record of solid employment
through the years pay less than firms where employment fluctuates. Some with
perfect records pay nothing. Wyoming's law, however, established a whole series
of complicated gimmicks whereby some employers cvuld escape compensation
taxes more easily than others. As a result, within two years after the 1957 law
went into effect, 30 percent of the state's employers were paying no compensa-
tion taxes at all.

The inevitable penalty for such profligacy became evident. Soon the state was
paying out 39 percent more in benefits than it was collecting from employers. The
reserve fund began shrinking drastically. From 16 million dollars in 1953, It was
to melt to three million before action was taken in 1963. To check the downhill
ilow, in 1950 the state's Employment Security Commission proposed that the
employer be taxed on the first $4200 of an employe's earnings instead of the first
$3000.

At this point trouble began for the bureaucrats. It was started by a young
vian named Jack Knott, newly appointed manager of the Associated General
Contractors of Wyoming and a management appointee on the Advisory Council
of the Employment Commission. Knott started digging diligently into the state's
compensation practices. le was Joined in his investigations by Russell W.
Beamer, executive secretary of the Wyoming Mining Association.

The Commission had hoped to push through the tax hike in the legislative ses-
sion of 1959. One morning Knott and Beamer had breakfast with two members of
the legislature. That same afternoon the House toolup the compensation tax
bill-which presumably was all set to go through with a whoop and a holler.
But when the two legislators who had conferred with Knott and Reamer had
finished talking about all the abuses and loopholes that had been unearthed, the
house turned down the Commission's bill by a vote of 26 to 23.

The struggle was by no means over. The state still had its old spendthrift un-
employment-compensation law. The reserve fund was still sinking. And a lot of
folks who shouldn't have been were still relaxing at public expense on happy-
time money. But Knott and Beamer had succeeded in raising the warning flag.

About a year later, the efforts of the two men were reinforced by the arrival
of Charles DeFoe, energetic new manager of the Wyoming Retail Merchants
Association. DeFoe came from Oregon, where he had made a study of unemploy-
mnent compensation. In his new position lie saw immediately that Wyoming's
Jobless-pay system was headed for disaster.

In 1061, the Employment Security Commission renewed Its demand for In-
creased taxes on employers, and a new legislative battle erupted. Knott. Beamer
and DeFoe prepared their own bill and got it sponsored by interested legislators.
The Commission's bill died, and their measure landed on the governor's desk. But
the governor vetoed it.

By this time, however, the state was aroused. The reserve fund was approach-
Ing the danger point; soon there would be nothing left to pay even the deserving
jobless workers. It was obvious that before long all employers, even those with
perfect employment records, would be paying the maximum tax. Suddenly, com-
pensation reform was everyone's business. In the 1962 state election campaign,
Clifford P. Hansen, Republican candidate for governor, made it one of his prin-
(ipal issues, and was elected.

* DeFoe, Knott and Beamer finally won their long battle in 1963. Their bill,
tough but fair, was signed Into law. The chief changes are:

1. Under the old law, a worker who quit or was fired for cause could collect
benefits. Now he gets none.

2. The casual worker who under 4he old law regarded compensation as a post-
job bonus Is now excluded. No one is eligible for benefits unless he ias worked 20
weeks in a year, putting in at least 24 hours a week and earning a minimum of 75
cents an hour.

S. Full unemployment compensation and Social Security can no longer be col-
lected simultaneously by the jobless worker.

4. Maximum weekly benefits have been cut about five percent.



130

5. The out-of-stater who comes to Wyoming to work and later collects Wyoming
compensation checks in his home state is now subject to a 25-percent reduction in
benefits.

6. Any amount over $10 a week earned through temporary employment is now
subtracted from unemployment benefits.

7. Until the unemployment-benefit fund is built up to a safe level, all employers
have to pay an extra one half of one percent on their taxable payroll.

This was drastic medicine for a state where many people had come to regard
easy access to public funds as a vested right. Opponents predicted that business
would suffer because a lot of people would have less spending money. This hasn't
happened. The state's economy-as reliably measured by volume of the sales tax-
has not been hurt. And the compensation reserve fund doubled in the first year
of the new law. When the legislature meets in January 1965, some refinement.
may be made in the la'w, but the chances are that in basic outline it will remain
unchanged.

"When a man is out of work through no fault of his own. after having been an
honest-to-goodness member of the labor force, he is entitled t,) benefits," says Jack
Knott. "Here in Wyoming most of us are all for that estailished principle. But
when the system gets out of hand, something must be done if It is to survive and
serve its purpose."

Senator BnocK. One other point.
Mr. Fields, you mentioned the National CommiSion to investigate

current fraud.
There is a good deal of it_1 would be delighted to enlarge their

authority, if it is necessary, to investigate fraud.
Mr. FImms. I have looked at the 1antiuage of the bill here,. T do not

see any specific reference to this problem. It should be strengthened
that thiey should be instructed to go into this area.

Senator BROCK. I would agree with this. Normally, when we give
them a charter as we did to investigate the area of unemployment com-
pensation, that would include the negative as well as the positive aspect
of the problem.

Thank you very much.
[The prepared statement of Mr. Von Forell follows:]

STATIMINT OF AMERICAN NATIONAL CATTrinasw's ASSOCIATION

(By Bruce Von Forell)

My name is Bruce Von Forell, chairman of the American National Cattlemen's
Association Agricultural Labor Committee. The American National Cattlemen's
Association is the national trade association for the beef cattle Industry, repre-
senting more than 250,000 cattlemen. I appreciate this opportunity to speak before
this committee and present testimony relative to the Unemployment Com-
pensation Act Amendments of 1976 (1R 10210).

It is vital that the Committee understand the unique economic factors
which distinguish the beef cattle Industry from the more typical margin added
industries in light of the economic impact this measure will have on the beef
cattle industry. Retailers or wholesalers can add profit margins to the costs
of material and labor and other costs of doing business. Cattlemen. like other
agricultural producers, cannot set a price for their product. They cannot
post a Price ta on a pen of steers. They accept or reject bids made by packers
and other buyers, and those bids depend on supply and demand. In effect, the
cattle producer's return is a residual of marketing which provides no ability
to pass through costs In the short term economic cycle.

rcofouJo IMPACT ON CATISLMEW

Currently, the industry is struggling to recover from one of Its worst down-
ward economic cycles. Undue econnmle burdens as would be Imposed on
farmers and ranchers must then be absorbed as a cost of production, thus lower.
Ing profitability. Under the current market conditions, losses are being sustained
and additional costs imposed by this proposed legislation would only compound
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these losses, thereby minimizing the recovery of an already depressed livestock
situation.

CATTLE PRODUCTION COSTS AND PRICES

While there Is a variation in food processing and marketing margins, success-
ful processing and marketing firms generally can earn margins which cover
their costs and provide et least some profit each year.

Within the livestock industry, however, there Is more variation in prices and
costs and in profit (or loss). Therefore, It Is almost impossible to show
the portions of the beef dollar typically going to the different segments of
the cattle industry.

The beef cattle industry has three major phases: (1) farmers or ranchers
who own basic herds and produce feeder or breeding cattle; (2) stocker operators
whose pastures put additional weight on feeder cattle prior to the cattle
entering a feedlot; and (3) cattle feeders who finish cattle In feedlots for
marketing. Most retail cuts of beef come from grain-fed cattle.

The USDA average price for Choice beef In 1975 was $1.46 per pound. From
January to July of 1976, it was $1.42. This reflected back to these averages in
returns to the different segments of the cattle Industry:

Price per Total rice Total cost Profit or (loss)
hundredweight per head per head per head

400-lb calf .................................. $42.66 $170.64 $200.00 ($29.36)
600-lb feeder animalI ......................... 40.17 241.02 3226.64 14. $5
1,000-lb feeder animal I .............................. 40.27 402.70 a 441.02 (38.2

For industry as a whole .................................................................. (53.30)

' Cattle Fax statistics.
' Costs include feeder calf plus cost of adding 200 lb of gain.
8 Costs include yearling animal plus cost of adding 400 lb of gain.

Under the circumstances shown above, only stocker operators made a profit on
each animal based on average prices for the seven month period. However, the
basic producer and feeder lost a substantial amount per bead. Situations for
the various segments of the industry vary from year to year, or even from month
to month. In some situations, no segments may be showing a profit, or perhaps
only one will have a return. There are no extended periods when a cattleman will
show a profit every year. His hope is that profits in good years will be more
than enough to offset losses in adverse years.

PRODUCTIVITY vS. ZMCIENCY

In other words, increased agricultural productivity is simply a result of more
output per person because of the technology, capital Investment and Incentive
system which encourages increased efficiency.

Today, one U.S. farm worker provides food for 56 other persons. Ten years
ago, he produced food for only 29. There were 21 times as many farmers in
1960 as there are now; yet, farm production last year was twice that of 20 years
ago. One out of nine adults worked on farms In 1950; today, It Is less than one
out of 35.

Largely because of agriculture's efficiency, 96%l of the nation's population is
now free to provide other goods and services. Without a revolution in agriculture,
there could not have been the advances we have seen In medicine, education,
housing, clothing, recreation, home appliances, and transportation.

The National Commission on Productivity says that during the past 15 years
or more, productivity improvements in agriculture have been greater than in
any other sector of our economy.

USDA figures and other reports Indicate that output per man-hour on farms
is now 3.4 times greater than it was 20 years ago. In manufacturing industries,
it Is only 1.8 times greater-and this has been done without any unemployment
compensation.

Output per man-hour In agriculture has Increased by almost six percent a
'ear since 1960. If other parts of our economy had achieved similar results,
inflation would be far less of a problem. The following Productivity Commission
chart illustrates the improvement that has been made in production efficiency.
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Output per manhour in U.S. economy (average annual increases)
Total economy: Percent

1950-72 -------------------------------------------------- 3.0
1965-72 -------------------------------------------------- 2.3

Farm sector:
1950-72 -------------------------------------------------- 5.7
1965-72 5.0

Manufacturing:
1950-72 ------ -------------------------------------------- 2.9
1965-72 -------------------------------------------------- 2.7

BEEF CATTLE INDUSTRY CONCERNS

Why then are cattlemen concerned about unemployment compensation legis-
lation? Our reasons are simple!

First, we can see no purpose served by extending coverage to agricultural
workers. We feel strongly that further federal extensions of an additional cost
to employers will only serve to lessen productivity, diminish efficiency, and
eventually affect consumers. Consumers now spend only an average of 17%
of their disposable income for food.

Second, as was noted by the Subcommittee on Unemployment Compensation
of the House Ways and Means staff report dated September 22, 1975, "although
state adoption of unemployment Insurance laws has been greatly influenced by
federal statute, with a single exception, the state is free to determine the
employers who are liable for contributions and the workers who accrue rights
under the laws."

In this day and age where much concern is being raised about the expansion
of the federal bureaucracy and the need to lessen federal regulation, we would
hope this Committee would weigh this comment carefully in light of prevailing
public opinion. Further, it should be noted . . . "the state is free to determine
the employers who are liable for contribution." We feel strongly that due to
the seasonal nature of agriculture and the variance of agricultural production
and employment in each state, only the state can best determine the needs of
its citizens.

Third, currently, there are only five states that provide for agricultural cover-
age. Most state laws exclude agricultural labor from coverage for many of the
above reasons. Federal inclusion of agricultural coverage will serve to Influence
the remaining states to provide unemployment coverage. Under the proposed
new legislation, provisions of the Internal Revenue Code would apply to agrl-
culture. The tax levied on covered agricultural employees would he 3.2% of
wages up to $6,000 a year paid to an employee plus the additional 0.2% (pro-
posed rate to begin in 1977 and carrying through 1983).

Conceivably, using these figures, new costs to agriculturally covered employers
would mean a new outlay of $224.00 per person.
$6,000 X 2.7 percent (State) --------------------------------- $1R2. 00
$6,000 X 0.7 percent (Federal) -------------------------------- 42.00

Combined State and Federal total ------------------------ 224.00
Add this to the cost for the new OSHA requirements, EPA permit require-

ments. Increased federal grazing permit requirements, increased costs for fuel.
fertilizer and machinery and the cost In the agregate becomes unbearable. What
remains the choice for animal agriculture?

Fourth, a lack of an adequate agricultural labor force, Increased competition,
rising costs, Increased capp{l investment, and outmoded estate and gift tax laws
have forced many family farms to incorporate.

H.R. 102.10 would affect family farm corporations (Subchapter S) In many
states. Bear in mind that the corporation Is the employer and the corporate fam-
ily members are the employees. In effect, the family pays the tax and suffers
the possibility of being Ineligible to collect the benefits.

CONCLUSION
The American National Cattlemen's Association opposes the extension of un-

employment compensation coverage to agricultural workers by federal statute.
Mr. Chairman, the National Wool Growers Association wishes to go on record

as endorsing the position of the American National Cattlemen's Association.
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I appreciate the opportunity to appear before this Committee today and pre-
sent the views of the beef cattle industry. Thank you.

Senator BRoCK. Our next witness is Leanard Lesser, treasurer, Coun-
cil for Community Action.

Is MNr. Lesser here?
lie is not here.
I want to thank those who have come and submitted their statement.

I appreciate your cooperation very much.
That will conclude the hearing for this morning.
[Whereupon, at 11:35 a.m. the hearing in the above-entitled matter

was adjourned.]

It
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STATEMENT OF lIoN. iON Dz Luoo

Mr. Chairman and distinguished members of the Senate Finance Committee,
It is a distinct honor to testify in support of II.R. 10210, the Unemployment
Compensation Amendments Act of 1976. In particular, I would like to confine my
remarks to Section 116 of the bill which extends the Federal Unemployment
Compensation Program to the Virgin Islands.

This section embodies the language originally included in my bill, H.R. 4611;
It was adopted as an amendment to the comprehensive unemployment bill by
the House Ways and Means Subcommittee on Unemployment Compensation
-on a unanimous voice vote October 27, 1975. It was unanimously approved in the
bill which was reported by the full Ways and Means Committee on May 25,
1976 and by the full Iouse on July 20, 1976. The provision also has full Admin-
istration support.

Mr. Chairman, under existing Federal law, the Virgin islands is precluded from
participating in the Federal-State employment security system of unemploy-
ment insurance and employment services. However, the Territory has operated
Its own unemployment insurance program for the last several years, notwith-
standing the absence of the tax and the tax credit incentives of the Federal
Unemployment Tax Act. The Virgin Islands Employment Security Agency has
done a commendable job during its existence, but during times of great economic
stress, special Federal legislation has been required to maintain its fiscal
solvency.

Section 116 would bring the Virgin Islands into the Federal-State system as
a fully participating member for the first time and would provide greatly needed
assistance to unemployed workers In the Territory and to the local Government
itself. This program would enable the Virgin Islands to participate in the ex-
tended benefit program under the Federal-State Extended Unemployment Com-
pensation Act of 1970: to receive technical assistance and reimbursement for
admini trative costs from the U.S. Department of Labor; to be covered by the
wage-combining provisions of the Federal-State system; and to be eligible for
repayable loans from the Unemployment Trust Fund should local funds be in-
sufficient to pay required benefits.

This latter authority is especially important to the Virgin Islands, because
It would eliminate the need to seek special legislation every time the local pro-
gram ran short of funds during periods of high unemployment. I might point
out that this Committee only a few weeks ago unanimously reported emergency
legislation authorizing the Virgin Islaaids Government to borrow up to $10 million
to replenish its local unemployment fund. This Committee also took similar
action last summer, authorizing a $5 million emergency loan.

I would add, too. that there would be considerable advantages to the United
tiXs, should the Federal Unemployment Program be extended to the Virgin

TIslands. These advantages include the Increased scope and coverage of the
Federal-State system, the Increased effectiveness of its Interstate and multi-state
operations, the elimination of a tax advantage for Virgin Islands employers,
and increased Federal Unemployment Tax revenues for the Federal Unemploy-
ment Trust Fund. In addition, the costs of administering the Virgin Islands
Employment Service which are now paid for out of U.S. Treasury general reve-
nues would be financed from grants from the Federal Unemployment Trust
Fultd.

Congress has Indicated in the past that the existence of an unemployment
insurance law and an operating unemployment insurance program would be a
major consideration with respect to new admissions to the Federal-State Unem-
ployment Insurance System. The Vligin Islands meets these requirements, and by
its past track record. I believe It bas demonstrated that It deserves to be In-
cluded in the Federal-State system.

Mr. Chairman, this program Is of vital importance to the future well-being
and economic security of the people of the Virgin Islands. I urge your thoughtful
consideration of Section 116 and support its retention in the present bill.

Thank you very much.
(137)
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STATEMENT OF NATIONAL MlACIJINE TOOL BUILDERs' ASSOCIATION

The NafTonal Machine Tool Builders' Association is a national trade association
with approximately 860 members accounting for about 90 percent of the United
States' machine tool production.

Most of the member companies are small businesses. Over 70 percent of these
companies have less than 250 employees. The entire industry has approximately
90,000 employees. The total annual machine tool shipments of the industry were
$2,451,700,000 in 1075, and net new orders were $1,186,350,000.

All metal products from automobiles to armaments are made on machine tools,
including machine tools themselves. The productivity of all U.S. industry depends
in large part on this small but essential industry.

NMTBA is strongly opposed to the enactment of a Federal Unemployment Com-
penqation Benefit Standard.

State unemployment compensation benefits have, in most cases, been increased
substantially in recent years to keep up with inflation. The goal of leading un-
employment compensation experts is to have the wages of most workers replaced
up to the 50% level, if they find themselves Out of work through no fault of their
own, Of the 28 states where NMTBA members have facilities, only Texas has a
maximum weekly benefit amount pegged at less than 50% of the average weekly
wage in the State. Six NMTBA states (Iowa, New Hampshire, North Carolina,
Pennsylvania, South Carolina, and Wisconsin) already are paying all claimants
a maximum weekly benefit amount-of at least two-thirds of the average weekly
wage in the state.

8i:r more NMTBA states (Connecticut, Illinois. Massachusetts, Michigan, Ohio
and Rhode Island) pay unemployment compensation (UC) claimants with large
families at least two-thirds of the State's average weekly wage, while paying
less money to claimants with no dependents (and thus less need for temporary
income to pay for non-postponable necessities). Indiana also has a "variable
ma'cimum" system, but the amount paid to claimants with large families is less
then two-thirds of the State's average weekly wage.

Workers with large families in these states will he hardest hit by adoption of
a tIO%/67% Federal Benefit Standard, because it is unlikely that employers (who
pay exclusively for the cost of UC through special UC taxes) will agree to pay-
Ing for dependency allowances on top of substantially increased benefits for
single workers and those with a working spouse.

In addition, employers in 23 of the 29 NMTBA states will be hard hit by new
titate UC taxes, if the 50%/67% Federal Benefit Standard is adopted, The biggest
(and most unjust) jolt will come to NMTBA members in the four "variable maxi-
mum" states (Illinois, Indiana, Michigan. and Ohio) and three "dependency al-
lowance" states (Connecticut, Massachusetts and Rhode Island). These states
have worked hard over the years to provide special help to UC claimants who
need it most, while still holding down over-all UC costs. (In normal times, most
unemployed workers have no dependents or a working spouse). For example, in
Pennsylvania, UC taxes substantially increased when the Legislature all but
abandoned the State's traditional "dependency allowance" system in favor of a
maximum weekly benefit amount pegged to two-thirds of the average weekly
wage in the State.

The Administration's 50W167% Federal Benefit Standard is less onerous than
the 67%/100% standard proposed by the AFL-CIO. But it will have the effect of
reducing benefits to claimants with larger families in some of our most populous
states . . . it will have the effect of sharply increasing UC taxes paid exclusively
by employers . . . and It will give the biggest tax Jolt to employers in those states
which have tried the hardest to help those in the greatest need.

STATE OF NEW JERSEY.
OFFICE OF TIE GOVERNOR.

Trenton, September 8, 1976.
lion. RUSSEL.L LONG,

Senate Finance Committee, Russell Senate Office Building,
Washlngton, D.O.

DEAR SENATOR LONG: I am writing you alut a problem of grave coneerii
confronting New Jersey and 21 other states--the solvency and Integrity of
our unemployment insurance trust funds.

As you know. New Jersey has been one of the leading Industrial states In the
country. The principal source of Jobs and Income for the workers of New Jersey



139

Is our highly developed Industrial complex. Ilowever, since 19069, New Jersey
has experienced a downturn In both industrial growth and employment oppior-
tunities, resulting in a loss of 200,000 manufacturing Jobs in our state. I)uring
the past few years, economic conditions in New Jersey have deteriorated further
as the national economy began Its downward course and the notion's steepest
and longest post World War II recession continued to take its toll. For the most
part, New Jersey remains at tile mercy of national economic developments. As ihe
nation's economy began to upturn, this has been reflected In rising New Jersey
indicators and improvement In New Jersey market conditions.

The nationwide economic problems have struck NeW Jersey with great Impact.
Daring the past seven years, we have experienced above average unemployment
and currently have a statewide unemployment rate of 1031 percent, representing
some 300,000 workers.

The net result of these conditions Is that for the first time in the forty year
history of the unemployment Insurance programs New Jersey has (pleted its
trust fund reserves and has borrowed, since January 1. 1975, $497 million fron
the Federal Government to cover the extraordinary costs of finsi:acing the un-
employment Insurance program In the state.

It Is important to note that New Jersey has taken positive action to meet the
problems of financing the unemployment insurance program. A bill which I
signed Into law effective January 1, 1975, had as one of its primary objectives
restructuring the formula for determining tile taxable wage base to provide a
flexible provision to account for inflationary trends. )espite the steps that we Ill
New Jersey have taken to address the short term crisis and long term objectives
of the program, our state action has been insufficient to solve the enormous proib-
lems facing the unemployment Insurance program. .early, we are faced with a
problem that is national in scope and one for which federal direction and
Initiative are required. Therefore, it Is timely that your co mmittee is under-
taking a reexamination of the unemployment Insurance System at a lwri,)(i in
which it Is facing the most seriou,4 test of its ability to provide effective insurace
against the risks of unemployment.

Bly calling attention to the shortcomings of the unemployment insurance pro-
gramn, I do not mean to minimize Its strengths. I want to emphasize the litior.-
tance of the unemployment insurance program to the 300,000 unemployed work-
era in New Jersey who are receiving weekly benefits In a dignitled and reliable
manner through the unemployment Insurance program. While not enabling tin-
employed workers to maintain their normal standard of living, these benefits
to permit workers the time needed to locate or regain employment which takes
full advantage of their skills and experience gained in previous emoployinent and
training. From a broader perslitctive, the Importance of the unemployment pr,,-
gram in contributing to a stable labor supply by helping to keep available a
skilled, experienced work force for employers who are faced with temporary
interruptions of production cannot be overstated.

Despite these strengths, this recession has suddenly made It clear thalit an
employer funded Insurance program cannot protect society against the risks of
a protracted recession. While the unemployment Insurance program is a vital
part of a state's economy, Its utility Is linmlted to Insuring ngalamt normal levels
of unemployment. If we are to protect our workers, new measures, broader in
scope and more universally financial, must he sought to supplement uneiploy-
ment Insurance costs during sustained periods of national economic recession.

I, therefore. urge your personal consideration of the following three part
proposal which offers states financial relief during periods of extraordinary
unemployment.

(1) The repayment of the Federal 'nenployment Jnsurnne Trust Fund dnt
to depletion of state unemployment Insurance trust fund reserves should be de-.
ferred for ten years at a fixed penalty rate.

The Federal Unemployment Tax Act (FI'TA) places unlmiltedl liability (,4
the states for financing of unemployment inurance benefits to their unemployed
workers. It Is now obvious that the experience of nearly four decades of the
federal-state system of unemployment lin urance is no longer a reasonably cer.
tain guide to the potential drain on a state VI fund during catastrophic recession
or a series of close following rece.sions.

No social program can be truly an insurance system unless the alaxlmuin risk
Is measurable. No state fund can bep built up high enough to guarantee solvency
in severe recessions. Even If the attempt is made to do tifs, the accumulation
of Immense reserves with a relatively low probability of utilization would lie
fiscally undesirable and a threat to the efficacy of the federal-state system.

78-153-76-----10
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However, widespread use of the federal loan fund with the required repayment
schedule will adversely affect the economic recovery of affected states. It Is
appropriate that the repayment schedule provisions, enacted by the federal gov.
ernment In the 1930's, be modified to place a ceiling on the liability of the states
for unemployment insurance benefits during catastrophic recesons.

Inasmuch as 29 states will be borrowing from the federal U Trust Fund
during fiscal 1976. I urge your support of a ten year loan payment deferral and
extended payback agreement with a fixed 0.5% penalty rate to replace the gradu-
ated penalty tax rate.

(2) Extended Benefits Forgiveness:
I strongly recommend that effective January 1, 1975, the trust fund of each

state be credited with an amount equal to the amount paid by the state &s Its
share of extended benefits since that date.

The extended duration provision of the law was originally conceived as a tech-
nique for supplementing the regular 26 week maximum during times of un-
usually high unemployment. Recent experieijce has demonstrated, however, that
the low extended benefits trigger point and the high average unemployment rate
now provide, for practical purposes, 39 weeks of benefits as the rule, rather
than the exception. Therefore, it is appropriate that the extended benefits
program established through federal initiatives and mandated by federal law
be financed exclusively by the Federal Government. State financing systems
could then gear, with more actuarial accuracy, to fully financing state mandated
benefits.

(3) Retrospective and Prospective Funding of Federal Supplemental Benefits
from Federal General Revenues:

I strongly urge that effective January 1, 1975. all loans to the Federal Trust
Fund for Federal Supplemental Benefits (FSB) be forgiven. All future FSB
program costs would also be funded by general revenues.

Since the FSB debt from general revenues has already been calculated Into
the fiscal year 1977, this provision would add no additional sum to the deficit.

I hope you will agree with me that these proposals have substantial merit
and should receive every consideration by the Senate Finance Committee for
incorpdiiatlon into the Federal Unemployment Insurance legislation. I am ap-
preciative of your efforts and those of your committee, and I am certain that
this work will result in timely and Important Improvements in the federal-state
unemployment Insurance program.

Sincerely,
BRENDAN T. EmRN,

Oovernor.

STATEMENT OF THE NEW YORN CJTAMarR Or CoMtmrRCI AND INDUSTRY, SUBMITTED
nv Pus DOaM, Drizoroa, SOCIAL INSURANCE

The New York Chamber of Commerce and Industry represents 2,000+ em-
ployers, large and small, In all branches of Industrial and commercial activity,
Including many corporations headquartered in New York but engaged In multi-
state operations. Through its Social Security Committee, which Includes knowl-
edgeable executives from leading nationwide business organizations, and Its
Social Insurance Department, the Chamber studies and actively presents man-
agement thinking on social Insurance Issues at both the national and state levels.
We appreciate this opportunity to present our views In connection with IR
10210.

The Chamber respectfully urges the Senate not to include in HR 10210 any
provision Imposing a federal benefit standard on the states and not to increase
the taxable wage base above the $6,000 amount'contained in the bill passed by
the House.

The House on July 20th by a vote of 281 to 113 defeated an amendment to add
a Federal Benefit Standard to HR 10210. (The New York delegation vote against
standards was an overwhelming 25 to 11.) This decisive rejection of thp benefit
standard concept Indicates that if the Senate should act to add a benefit stand-
ard to the bill this late in the session the chances for passage of HR 10210 would
be seriously jeopardized. The New York Chamber of Commerce would again join
with other business groups in an all out effort to prevent the final enactment of
any bill containing a benefit standard.
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THE CASE AGAINST FEDERAL BENEFIT STANDARDS

(1) Congress should not-repeat not-put additional burdens on the
_tate systems right now when many are so desperately in debt-twenty state
systems are in bankruptcy (plus Puerto Rico and Washington, D.C.) and more
including New York, will face a red-ink situation soon. This is not the time to
place further cost burdens upon a 8oriouly-jeopardlzed aoolal insurance program.

(2) Proponents argue for uniformity. They would trade even 53 experimental
laboratories (the 50 states, Washington, D.C., Puerto Rico and the Virgin
Islands) for one massive bureaucratic labyrinth. They Just don't grasp the ob-
vious--unemployme'at insurance could be made to be uniformly bad-as well as
uniformly good.

(3) A federal benefit standard would necessarily mean that other federal
standards would have to follow. For example, If only the weekly benefit amount
is standardized, a state could offset additional costs by reducing duration-so
eventually duration would have to be standardized. Or, if both amount and dura-
tion are standardized, then states could raise or otherwise stiffen their earnings
(or weeks of work test) to qualify for benefits-so eventually the the qualifying
requirements of all states would have to be standardized. Then the acts which
disqualify an individual from benefits would have to be standardized, ad in-
finitum. In short, for a benefit standard to have assured meaning, it will require
.standardizing all benefit provisions. This has the practical effect of federalizing
the program.

(4) It is inequitable for the Congress to set benefit levels and then rely upon
the states to enact the taxing provisions to support Congressional generosity.
Benefit functions and the taxing functions required to pay those benefits lihould
not lie separated.

(5) A number of states, Including New York. have seen unreasonably liberal
qualifications and disqualification requirements passed by their legislatures-
probalbly in lieu of increased benefit amounts. Legislative pragmatics dictate
t he retention of state control over benefit amounts In order that the political force
of quid pro quo can operate to balance the necessary adjustments. A federally
mandated standard on only one side of the political balance upsets and negates
the other.

(6) A federal standard Is not necessary to achieve an adequate benefit level.
The record of the states in raising benefit levels has been good. Between 1969
and 1975, for example the average weekly benefit being paid increased 52 per
(ent---compared with an increase during the same period in the average weekly
wage in covered employment of only 39 per cent, and in Consumer Prices of 47
per cent. Contrary to popular belief, average U.C.-benefits paid have actually out-
stripped the inflationary spiral-a record precious few other programs can
match. Although a few states have lagged in their maximum benefit amount,
many of them have been "catching up", and the record for the past two years
has brought these states within striking distance of the norms usually ac-
cepted as "adequate. In 1973-74, 35 of the 52 jurisdictions having U.C. laws
adopted legislation Increasing their benefit levels and IS states adopted legis-
lation increasing their benefit levels In 197.

-FEDERAL UNEMPLOYMENT FINANCING

The Senate Finance Committee has received ample testimony from national
liusiness groups as to why the taxable wage base should not lie increased about
the $6,000 amount contained In the bill as passed by the House. We concur In these
views and will not repeat them here. We must emphasize, however, that New
York State employers currently face substantial increases in their tax hur.
den resulting from the recent city and state fiscal crisis and any additional costs
imposeed by Federal mandate under this legislation will seriously hamper or pre-
vent the ability to recover from the recently depressed economic conditions.

STATEMENT BY HoN. ABRAHAM D. BrAMS, MAYOR OF THE CITY OF NEW YORK

On behalf of the City of New York, and Its citizens and municipal employees,
I want to express my deep concern over the financial burden that II.R. 10210
would impose upon us If enacted In its present form.
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No one doubts the pressing need to reform both the administration and financ-
Ing of Unemployment Insurance programs. However, this legislation would im-
pose major financial burdens upon many local governments which have yet to
recover fully from the recession.

Further, the shortcomings of the present unemployment benefit programs re-
flect the lack of a comprehensive national income security policy, of which
Unemployment Insurance should be a part.

finally, II.R. 10210 creates problems with regard to local governments' par-
ticipation in existing federal employment and grant programs, as described
below.

At the height of the recent recession, tile Congress responded to the plight
of hundreds of thousands of workers by providing a_ federally-funded Supple-
mental Unemployment Assistance program to cover previously excluded workers.

A major factor In establishing that program was tile wave of municipal em-
ployee layoffs forced by national economic conditions in many communities.
The crisis in local government finances is no less urgent today, and I must Join
my fellow mayors and county executives in urging the Congress not to shift the
burden of financing these benefits to localities at this tine. The City of New
York supports the extension of the Supplemental Unemployment Assistance pro-
gram to inalntain coverage for local government employees.

In the City of New York and many other localities additional terminations of
local government employees will loom as a threat as long as our local economies
lag behind the national business recovery. Should tile City order further layoffs
of employees to meet tile requirements of our state- and federally-mandated finan-
cial plan. II.R. 10210 would force us to terminate additional numbers of City
workers to meet our new Uit financing obligations.

At the state benefit inaximuni of $015/week, for every one thousand employees
laid off, we would incur an unemployment benefit obligation of $3.7(r5AHO. At
an average salary phls benefits of $15,000, an additional 247 employees would
have to he terminated to finance tile Unemployment Insurance benefits for tie
first thounnd-and an additional 01 employees to finance the l'T benefits of tile
247. Thus, one additional worker will face the loss of his or her job for every
three laid off to meet budget requirements.

The meaning of tills cruel arilhneTlic is that 11.1t. 10210 wouhl add to the
unemployment problem in tile very areas where johlessness already has INK'conle
critical. In that regard, tile bill undermines tile aims of the recently enacted
Public Works Employment Act and other programs targeted to assist ecoonl--
ically depressed areas.

I understand tile concern of the Congress over the solvency of tIle Unemploy-
ment Insurance trust funds. and the need to enact some pleasure this year. How-
ever, I hope tile Congress will return to this Issue in tile next session and address
those Important tTI-related Issues which are not resolved In II.R. 10210.

At the local level, mayors and county executives know that the real problem
is the high level of unemployment that persists in many parts of the nation
months after tile recession Is said to have run its course. Most of iy eolleaglles
would agree that the Congress must soon outline a comprellensive aPilroach to
the reform of all our Income security programs. Tills proliuses tile lst hope of
sdlving tile specific prolPems that now plague each of these programs.

Second, tie drain on tile fundq which Is of such concern to the Congress stems
ill large measure front adlnlilstrative Ineffilcencies an)d from fraudulent and
abusive practices. Extension of benefit periods make each case of fraud that Illucl
inore costly to the system. However, I1.R. 10210 does not tackle this problems.

Third, tile Congress should consider tile adverse ilnlacts tlhe legislatlon, will
lhave on tile private sector aud their relation to national policy objective.. Tile
tax Increase and the increase iu tile taxable wage base Included iln tile bill bit
hardest at snall employers. Tils is especially trill for the small firlma In uirlisln
areas which often employ unskilled labor plentiful in central cities.

The Congress ias worked to sustain tile economies of these areas, yet II.R. 10210
may counter that established policy by reducing the incentive to create new Jobs
ill urban areas for low-skilled workers. 'I'lle specific econolie (olseeln(e of thi
legislation should be considered closely. One possible adJuptlent fly be tlie ex-
enliption of slnaller lIulslesx-perhaps those employing 25 or fewer workers-
from tile T'nelnpioymellt Insurance tax Increase.

It the Conamilttee does elooee to obligate states and cities to meet V1 costs, T
iurge you to address some of the special problemis wi-clh tlls hill ral.qse with in.-

sl)Pet to local governments' participation in federally fUnided programs. Local
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governments should incur no 1I obligations for employees hired under temporary
federal employment programs. These positions depend entirely on the continuation
of federal support. If localities know they fac* an Unemployment Insurance obli-
gation to these employees when the programs expire, they will be less willing to
participate.

11.R. 10".10 recognizes this by excluding CETA workers. The same r -asoning
should apply to the Title X Job Opportunities Program and to any public sector
jolbs that may be created through the Public Works Employment Act.

Temporary categorical grants (such as 1-3 year pilot, research, and demon-
stration programs in education, health, et. al.) present a different problem. When
t these grants expire, all employees may be terminated-and may be eligible for Ui-
t*nmloyment Insurance benetits--unless the community retail them on the pay-
roll with local funds. If a locality chooses to enter the UI system on a reimnburse-
inent basis, rather tmi on a tax basis), a large part of each categorical grant
award would have to be set aside to reimburse unemployment costs. However, it
nmay lie illegal to retain these funds after the grant has expired under current fed-
eraml regulations.

'Thus, two predicaments arise:
1. Cities would ioe forced to divert a substantial part of these grant funds to

cover future Unemployment Insurance contingencies. This diversion will vary
from state to state depending on eligibility standards and benefit levels.

2. Under federal laws and regulation, localities may not le able to provide for
a Vl reserve sine the grant may have to be closed out and all remaining funds
returned to the federal government. In that case, categorical grant programs
would create substantial new costs for local governments, and they may become
unwilling to apply for thsee funls in many cases.

Fur categorical federal grant programs, the Congress could eliminate this prob-
lem through the establishment of a federal Insurance pool. Categorical grant re-
(ildients could have the option of paying a premium to Join the pool-the pre-
munl being a small percentage of salaries similar to the UI tax. That premium
could be Included as an everhead cost in making categorical grant applications
and would be only a snall amount. Further, there would be no problem about
carrying over funds imeyond the grant expiration date, as the UI benefits would
lie paid out of the federal fund-perhaps into state Unemployment Insurance funds
to reimburse them for costs incurred.

This legislation reflects the new spirit of rigorous fiscal responsibility now
affecting all levels of government, and I commend the Committee members for
their forthright approach to this burdensome issue.

However, the problems affecting Unemployment Insurance should not be
solved-indeed cannot be solved-my Imposing new burdens on local governments
at a time when many communities still suffer severe economic hardship.

AMERICAq PAPER INSTITUTE, INC.,
New York, N.Y., September 10, 1976.

lion. RUSSELL B. Loxo,
Chairman, Committee on Ftnaance, U.S. Senate, 217 Ruasell Senate Oftoe Build.

fig, Washington, D.C.
DEAR MP. CHAIRMAN: The American Paper Institute is the national trade

association of the pulp, paper and paperboard Industry. The 200 member firns of
the Institute produce more than 90% of all the pulp, paper and paperboard manu-
factured domestically. The paper industry ranks among the ten largest industries
in the United States and operates in virtually every state of the union.

We appreciate the opportunity to present to this Committee our Industry's
views regarding the recommended changes In the unemployment compensation
program pursuant to I.R. 10210 as passed by the House of Representatives on
July 20, 1976.

In our view this bill maintains the fundamental concepts of the federal-state
unemployment system by assuring that responsibility for funding and administra-
tion of the program would continue to be a state responsibility.

While we support the bailic objectives of II.R. 10210 we would like to outline
our concerns with certain provisions, and recommend specific modifications. We
will also comment on a proposed amendment to H.R. 10210.
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FINANCING

Our industry recognizes the Impact of the 1074-75 recession on the federal and'
states' unemployment funds, and the imperative need to raise the current taxable
wage base level to restore solvency to the system.

The financing provisions found in Title 11 of H.R. 10210 recommend an increase
in the tax base to $6,000 (effective 1/1/78) and a temporary increase In the net
federal tax rate to 0.7% (effective 1/1/77 to 12/31/82) and return to a 0.5% rate
effective 1/1/83. Although these provisions will generate an immediate large in-
crease In revenues for the federal fund, we believe this proposal would unduly
distort the state experience rating system which will have long range Implications.. As an alternative, we suggest implementation of a $5,400 wage base (effective
1/1/78) pus e net tax rate of 0.6% (effective 1/1/77), 0.7% (effective 1/1/78).
').8% (elective 1/1/79 to 12/31/82) and 0.55% (effective 1/1/83). This proposed
schedule of tax rates plus a base increase to $5,400 will product sufficient federal
revenues to eliminate the current 7.7 billion dollar deficit and provide for a $900
million positive balance by 12/31/82 and a $1.6 billion positive balance by
"12/31/83.

- FEDERAL BENEFIT STANDARD

Although federal benefit standards were defeated in the House by a vote of
281-113 and, therefore, not included in the provisions of H.R 10210, we would
like to reiterate our opposition to this proposal.

A federal benefit standard, which was proposed as an amendment to H.R. 10210,
would require each state to set a maximum benefit level at not less titan 66,i%
of its average weekly wage. We believe that such a standard is unwarranted and
would adversely affect state unemployment programs. by adding more than a
billion dollars amnually to the costs of the system at a time when nearly half the
states are deeply in debt.

Moreover, benefit standards. by their very nature, would generate additional
standards. For example, if only the weekly benefit were standardized, a state
could offset costs by reducing duration; therefore, durations would eventually
have to be standardized. If both benefit amount and duration are standardized.
states could raise or otherwise tighten their weeks-of-work test to qualify for
benefits, so, eventually, the qualifying requirements of all states would have to
be standardized.

Proponents of benefit standards claim that state benefit programs do not re.
spond adequately to the claimant's needs as inflation Increases. We believe, how.
ever, that states have demonstrated the ability to respond, as the following
illustrates:

PERCENTAGE OF AVERAGE WEEKLY WAGE REPLACED BY MAXIMUM WEEKLY BENEFITS PAYABLE AMONG
THE STATES

Number of States
(including territories)

Percent of average wekly wage July 1969 June 1976

65 prc ent or more .............................................................. 4 2260 t64 pof.mt ...... ........................................................ 1 6
55 to 59 percent ................................................................ 0 9
50 to 54 Permet ................................................................ 17 11
45 to 49 I ep t ................................................................ 12 2
40 to 44 percen ................................................................ 13 1
Under $40 ...................................................................... 5 1

Source: Research Division, USA, Inc.

TRIGGER PROVISIONS IN TIUE EXTENDED BENEFITS PROGRAM

h.R. 10210 modifies the triggers in the Extended Benefits Program to provide
for the payment of extended benefits (weeks 27-39) in a state when either o!
the following conditions are met :

1. There is a seasonally adjusted national insured unemployment rate of 4.5'/
based on the most recent 13-week period; or

2. The seasonally adjusted state insured unemployment rate is 4.0%, based
on the most recent 13-week period.
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The intent of the trigger mechanism contained in tie 1970 amendments was
to establish an extended benefit program which would provide early response to
adverse economic conditions and end when the distress period has passed. The
triggers have been costly and unrealistic particularly during periods when high
unemployment has continued over a protracted period. For example, the 120 per-
cent factor would have prevented payment of extended benefits on several occa-
sions in states where the unemployment rate was high and payment of extended
benefits appeared appropriate. A state with a 10 percent unemployment rate for
two successive years would not trigger extended benefits at the beginning of
the third year unless the rate increased to 12 percent, or 20 percent higher than
the preceding two years. Since enactment in 1970, Congress has legislated ou
seven different occasions to waive the 120 percent factor in order to permit pay-
ment of extended benefits.

We recognize imperfections in the current triggering provisions, but to simply
pay extra benefits in any state experiencing a 4% "seasonally adjusted" rate may
lead to permanent and unnecessarily high expenditures. In an economy were the
labor force growth averages two million a year, a trigger point of 4% is too low
since a significant portion of the unemployment statistics reflects the large
inflow of new work seekers. Furthermore the 4% rate generates significant
inequities between states experiencing normally low vs. high unemployment
levels. For those with very low unemployment, it will virtually preclude par-
ticipation in extended benefits; in high unemployment states its oversensitivity
will mean a perpetual program of extended benefits.

We believe that the existing and proposed trigger mechanisms should be care-
fully reviewed, and recommend that the National Commission include such a
study in the proposed evaluation of the present unemployment compensation
programs. This study should examine the adequacy and economic Impact of var-
ous alternative approches, including the possibility of a trigger provision based
on the proportion of workers reported out of work for extended periods.

SUMMARY

This industry recognizes the financial crisis which exists at the federal and
state levels and strongly urges immediate legislative action.

We recommend continued control of the unemployment compensation system
at the responsive state level and retention of the state experience rating concept
in setting employer taxes. We oppose federal benefit standards.

We recommend, in addition, a study of the trigger mechanism by the proposed
National Commission on Unemployment Compensation.

Sincerely,
NORMA PACE,

Senior Vice President.

STATEMENT OF JAMES D. "MiKE" McKsvxTr, WASIINGrTON CouNsry, NATIONAL
FEDERATION OP INDEPENDENT BUSINESS

-Mr. Chairman, NFIB, with an audited membership of 462,000 small and inde-
pendent )usiness firms, vigorously opposes H.R. 10210, the Unemployment Com-
pensation Amendments of 1976. Our system of unemployment compensation needs
thorough reform, not another "quick fix" with an even expanded number of
workers covered.

NFJB members are distraught by the continuing abuses of the current unemi-
ploy rient compensation system which are both well-known and widely reported.
CBS and Mike Wallace deserve special commendation for airing sample lbuses
to a Nide spectrum of the public on the television program "60 Minutes". But
"60 Minutes" added nothing to what small business people have known for years--
abuse of unemployment compensation is rampant.

NFIB's files are filled with poignant examples.
An NFIB member in Seattle recently advised us of a young, single warehouse-

man who quit his Job to atend the Olympics in Montreal. The young man drawn
Unemployment Compensation. Another employee of the same firm had a fight with
her husband and went home to her parents "until her husband came to his senses".
She, too, draws Unemployment Compensation. Case after case of similar abuses
can be cited, but I.R. 10210 doesn't address this problem.

Simply put, America's small business community is sick and tired of providing
paid vacations to these people who are violating the law in spirit, if not In prae-
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tice. We have heard a great deal about welfare cheats, but little has been done.
Will the same tbe true of Unemployment cheats?

NFIB members are also concerned over the staggering numbers of people
drawing Unemployment benefits when small business has well over 11/2 million
job openings. NFIB's Quarterly Economic Report for Small Business, July 19761,
reveals 17 percent of the small firms surveyed responded positively to the question,
"Do you have any job openings tbat you are not able to fill right now?" Since
the s)sedl question directed Itself ,nly to the number of firms with job openings,
not the number of openings per firm, extrapolations from the survey sample to
the entire small business population will provide a very conservative estimate.
Nevertheless, NFIB's estimate of at least 1.6 million vacant jobs in the small
business sector raises significant questions.

Why should this phenomenon exist? Why should so many be drawing Unem-
ployment Compensation, yet so many jobs be available? Possibly, part can be at-
tributed to the geographic distribution of job openings in contrast to the geo-
graphic distribution of unemployed. NFIB survey data reveals, however, that
(ven in New England. the region where the fewest small firms reported job open-
ings, 9 percent of the firms had vacancies. Possibly, part can he attributed to
the substantially greater need for skilled labor than unskilled labor. NFIB sur-
vey data reveals, however, 5 percent of the firms needed unskilled labor.

But there is a stronger possibility that is not revealed in NFIB survey data. It
is revealed by the experiences of our members. Tilhs possibility is the disincentive
Unemployment Compensation currently provides against seeking productive em-
ployment.

A couple in a small Wisconsin community recently offered their experience:
"Since Spring we have advertised for employees but have found it extremely

difficult to fill the positions we have open. Our starting wage is $3.50 to M3.75 per
hour depending on experience. (Experience is not required for a position.)

"Gn many various occasions, when prospective employees call or come to our
office, they laugh when they hear of our starting wage and say, 'I can earn more
money by staying home and collecting unemployment compensation.' So, we keep
trying to find people to work for us."

When does Unemployment Compensation cease being a stabilizing influence and
bogin to contribute to the problem? No one can determine precisely when that
point has been reached. But, with the significant number of jobs available, it cer.
tainly appears the watershed has long been passed and Unemployment Compen-
sation is no longer buoying the economic system, but sinking it.

NFIB members are further concerned because H.R. 10210 will compel millions
of small firms to absorb tax Increases despite excellent experience ratings. Why
should that be? Why should firms that have not contributed to the insolvency
of the fund in many states now be asked to help bail it out?

A small agri-businew employer in the Mid-West, an NFIB member, has not
experienced a single layoff in 44 years of operation. Yet, H.R. 10210 would raise
his taxes. The man's business happens to be located In the same community as
a subsidiary of a corporate giant, the subsidiary being subject to periodic,
heavy layoffs. This small employer resents this Indirect subsidy to his large
corporate neighbor. Can you blame fim?

NFIB appreciates the fact I1.R. 10210 provides for a creation of a National
Study Commission to consider various aspects of Unemployment Compensation.
This Is a laudable. though tardy action. But for the Commission to be successful,
it nuist direct itself to the conceptual issues as well as the mechanical. It must
begin with the question. "What is unemployment?" and proceed to eliminate
the inequities, the abuses, and the disincentives to gainful employment. Without
thorough consideration of these aspects, the Commission will be nothing more
than a bureaucratic sham-a basis for another "quick fix" rather than wholesale
reform.

Small business employes over 50 percent of all workers In the private sector.
NFIB. therefore. feels TIlE COMMISSION 'MUST INCLUDE PERSONS REP-
RESENTING TIE SMALL BUSINESS SECTOR.

NFJB does not oppose Unemployment Compensation per se: indeed, we feel
the purpose of the program is commendable and essential to the social and
economic goals of the United States. However, Ih.R. 10210 encourages institu-
tionalization of the program's current distortions and we cannot support it.

NBIF appreciates the opportunity to express our views.
I NFIR Quarterly Sconomfo Report for SuasU RugneSu, Bailey, Richard U. and Dunkel-

berg, William C.; F1aculty Associates. Inc.. San Mateo. California.
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STATEMENT OF THE NATIONAL RETAIL MERCHANTS ASSOCIATION

The National Retail Merchants Association ("NRMA"), a non-profit corpora-
tion, represents approximately 30,000 department, chain and specialty stores in
the United States, many of which are operated by small retailers. The aggregate
annual sales volume of NRMA members exceeds $80 billion.

The retailing industry is probably our nation's largest employer outside of
the governmental and health care agencies and is uniquely subject to changes in
consumer spending attitudes. Retailers historically have operated with coml)ura-
tively small profit margins because of the very competitive nature of our
business. Unlike many other industries, additional costs cannot readily be
passed on to the consumer. Minor changes in costs, thus, become magnified and
usually have resulted in reductions in the labor force of many of our-stores.
Given these financial considerations, substantial increases in the cost of uneim-
ployment compensation insurance would have a significant impact on all
retailers.

The following comments are made with the realization that social benefits
are appropriate as a matter of government responsibility to those Americans
who temporarily are unemployed due to economic circumstances not of their
own making. The NRMA is fully cognizant of the role which such Inconie-repllae-
ment benefits have played in the Nation's recent economic downturn by affording
millions of deserving citizens the economic means bv which they might sustain
a minimum living standard. These benefits helped smooth the economic cycle
and our consumer-oriented industry immediately Itelt their favorable effects.

The NRMA, therefore, offers the following comments for your consideration.
(1) As acknowledged by the proposed Unemployment Compensation Amend-

ments of 1970 (H.R. 10210), the States, rather than the Federal Government,
should continue to administer and control unemployment insurance because:

(a) "Local" management can be more responsible and sensitive than "distant"
management, by reason of being closer to the individual problems facing the
unemployed. A Federal or centralized administration most likely would create
more confusion in an already complicated area and result in higher costs. In
summary, the NRMA believes that the State governments are in a much better
position to make such decisions, based upon their knowledge of local nee(Li and
local fiscal considerations.

(b) Federal benefit standards could foi, e benefits throughout the Nation to
rise to the highest existing State level. The determination of the amount of un-
employment benefits rightfully should be the prerogative of each State. The
setting of any national benefit standard on the basis of a proportion of weekly
earnings would work hardship in many States.

(c) The States generally have been doing an efficient Job in increasing benefit
standards; unemployment benefits have increased at a faster rate than average
earnings and have kept pace with cost-of-living increases. For example, from
1969 to 1974 the average weekly benefit Increased 39% according to Unemploy-
ment Benefits Advisors, Inc. During this period average weekly wages of the
covered employees increased 30% and the CPI increased 35%.

2. The NRMA recognizes the need for financing to meet the deficit in the Fed-
eral Unemployment Trust Fund mainly caused by the unforeseen recent national
economic downturn and the temporary extension of unemployment benefits to 65
weeks. In order to alleviate this situation, the NRMA advocates the following
measures:

(a) An increase in the Federal wage base to $5,400 and not to the $6,000 level
as provided in H.R. 10210. The NRMA strongly recommends that the States not
be required to meet the new Federal level but instead be permitted to allow
their own fInin.ncing needs to determine their wage base. It is a fact that several
States already voluntarily have exceeded the Federal wage base.

(b) An increase in the effective net Federal tax rate to 0.6% effective Jan-
uary 1, 1977 and to 0.7% effective January 1, 1978 (from the present 0.59 rate)
until obligations to general revenues are repaid. Thereafter, the net Federal
tax rate should revert to 0.5%.

(o) The Federal Unemployment Trust Fund should not be depleted further
by providing- benefits beyond the 89-week level. If benefits are to be extended
beyond 89 weeks, the benefits should be paid from general revenues because ex-
tended layoffs are a reflection of generally depressed economic conditions rather
than of a particular employee-employer relationship.

S. The NRMA suggests that the trigger provisions for the extended unemploy-
ment compensation program proposed in H.R. 10210 are too low. In view of the
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current influx of numerous workers into the insured category for the first time,
unless the "triggers" for extended unemployment benefits are increased, there is
a real possibility that the Fund in the future again may become at risk. If the
Committee feels that it is inappropriate to increase the national and state in-
sured unemployment "triggers" at the present time, the NRMA recommends that
this matter be considered by the proposed National Commission on Uemploy-
ment Compensation.

Our industry recognizes the responsibility which the Nation ow(s to those
Americans who find themselves temporarily unemployed as a result of t-conomic
declines. However, any program of economic support must be fashioned with
a view to the ultimate economic goal of our society, i.e., to encourage employ-
ment and self-support. It Is In this context that the NRMA proffers the views
outlined above.

The NRMA appreciates this opportunity to present Its views on unemployment
compensation legislation, a matter of significance to our members. Representa-
tives of the NRMA would be pleased to assist the Committee and its staff In any
manner that the Committee deems appropriate.

[Mallgram I
IuDsoM RANCHERS.

-- Topeka, Kans., September 9, 1976.
MICHAEL STERN,
Staff Director, Committee on Finance, Room 22*7, Dirksen Senate Ofe Build-

ing, Washington, D.C.
The economically depressed agricultural industry can Ill afford the additional

lmrden of unemployment compensation as passed by the House and now under
consideration by the Senate Finance Committee. We strongly urge that you oppose
passage of this provision.

A. B. HUDSOx.

MILLDALE RANCH Co..
North Platte, Nebr., September 4, 1976.

3Mr. 'MICHAEL STERN,
Rtaff Director. Committee on Finance, Room 22V7 Dirkuen Senate O17cs Build-

ing, Washington, D.C.
DEAR MR. STERN: On behalf of the many ranchers in our area, I wish to

express objection ot that section of HR 10210 that extends unemployment com-
Ien stlon coverage to agricultural workers.

Historically. there has eien and will continue to he a shortage of adequate
agricultural labor throughout the United States. Unlike workers in urban areas,
agric cultural workers, in the main part. are furnished housing and another fringe
1enefilts as most of them live on the farms and ranches where they work.

Tt Is our contention that unemployment compensation !s not needed in the field
of agriculture, as It does not relate to the actual conditions and needs of this
shrinking segment of the American Labor Force. Extended coverage to agricul-
tural workers will only encourage situations of unemployment and add to tile
production costs of food. which In turn, means higher food costs to nil consumers.

As there is no forsecable need for unemployment compensation in the field
of agriculture. I urge that the Committee on Finance delete such coverage In the
proposed legislation.

Respectfully yours, F. IT. SHOEMAKER, Jr.,
P.S. Part-time and seasonal work compounds the problem.

NEw MEXIcO WooL, GROwERs. T.c.,
Roswell, N. Meg., Septemnber 7, 1976.

3fr. MTCHAEL STERN.
Staff Director. Committee on Finance, Room 2,7, Dirk,'en S cate Offlce Building,

Washington, D.C.
DEAR 'MR. STERN: The New Mexico Wool Growers Association would like to

go on the hearing record .s opposing tile Inclusion of agriculture in IIR. 1M210.
T'nemnploynent Compensation Amendments of 1976. I wish to emphasize this
for the following basic reasoning:
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Agriculture operates on either a very Iqw profit margin or at a loss. This
woull be an added cost burden to farmers and ranchers.
_ 2. Cost to agriculture could ultimately affect consumer and higher prices
for agricultural products.

3. The Individual states should determnie responsibility for coverage of
agricultural employees rather than the Federal government due to seasonal
employment in agriculture and also because agricultural employment practices
vary from state to state.

Thank you for your time in hearing our opposition to this bill. We are very
much opposed to the inclusion of agriculture in H.R. 10210.

With warmest regards,
TONY TREAT, Prc8idcnt.

STATEMENT BY ST. CLAIR REEVES, MAYOR OF COLLEGE PARK, MD.

Mr. Chairman, I appreciate the opportunity to present my comments on H.R.
10210, and specifically on the provisions4 of the bill which would require States to
extend unemployment compensation coverage to employees of local governments.

In this, our Bicentennial Year, it is appropriate that we remind ourselves that
down through the years it has been the local government that citizens have looked
to for their basic government services. Unfortunately, there is an Increasing
trend of more and more federally mandated costs being imposed on the treasuries
of the local government. Furthermore, this is occurring at a time when these
governments are facing severe financial problems, and their taxpayers are de-
manding that there be no more tax increases. There Is a real danger that the in-
creasing trend in federally Imposed costs will have an adverse effect on the In-
dependence and integrity of municipal government priority, policy and budget
decisions.

hR. 10210, the Unemployment Compensation Act Amendments of 1976, would
extend unemployment compensation benefits to State and local governments--at
State and local government expense. These mandated costs would come at a time
when local governments can least afford them. It is even conceivable that the
imposition of these additional costs, on presently overburdened local budgets,
could lead to the unemployment of many public employees. It would be most un-
fortunate if this were to occur in a sector that overall has a very gored employ-
ment record.

By and large, established compensation systems of local governments are
working well, and in many cases are providing additional benefits to public em-
ployees. Most important, these systems are operating within the present financial
capabilities of the local governments. This is particularly true for thn smaller
municipalities, such as College Park, who have relatively few employees. Thus,
the financial impact of IH.R. 10210 on local governments must be considered in
relation to the benefits which might be derived.

Speaking for the taxpayers and local government of College Park, and along
with many other local governments, I urge the committee to amend H.R. 10210
to provide for the continuing exclusion of State and local government employees
from the unemployment compensation program.

BOARD Or SIURMVISORS,
CouNTY oF Los ANOELFs.

Washington D.C., September 7, 1976.
Senator RUSSELL B. LoNG,
r'hairman, Senate Finane Committee,
U.X. Senate, Washington, D.C.

DEAR SENATOR: Your Committee Is scheduled on September 8 to consider H.R.
10210, the "Unemployment Compensation Amendments" bill.

As you know, the Supreme Court ruled on June 24. 1976 that the Federal wage-
hour regulations governing private employers do not apply to State and local
governments. In handing down its decision, the Court said that enforcement of
these regulations would interfere with the Integral governmental functions of the
affected States and local government. The County of Los Angeles contends that
Section 115(b) of H.R. 10210 is a like Infringement of the constitutional right.q
of State and local governments; and we urge you to delete the prol(Islons of this
section of the bill.
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If this legislation proceeds regardless of the Supreme Court's ruling on what
we consider a like infringement, we request that you consider the impact of the-
legislation as it would affect the use of part-time and temporary employees. In
the bill as passed by the House the increased expense of providing unemployment
compensation in this category would be so great as to preclude future use of part-
time employees in some instances. We propose the following alternative language
for Seciton 115 (b) which would enable States and local governments to continue
some seasonal or emergency employment practices:

"(D) an employee serving on a temporary, part-time, recurrent or seasonal
basis or an employee serving a probationary period pending final appointment
to a permanent full-time position except an employee of the State, or any instru-
mentality of the State or of the State and one or more other States for a hospital
located in the State. For purposes of sub-paragraph (d) of this paragraph, a
temporary employee shall be any employee whose appointment is for a limited
duration of not more than one year; a part-time employee is any employee who
is not employed for the maximum number of hours per week normally required
of a full-time employee in said governmental entity ;-and the term "seasonal"
and "recurrent" shall be deemed to be synonymous ovd shall refre to any em-
ployee who is appointed to a position for a limited duration of not more than
one year and who may be reemployed on a recurring basis during monthly, quar-
terly, annual, or biannual periods."

In our opinion the alternative language we propose would appropriately limit
the bill's effect to full-time permanent employees in public agencies for which
local governments are responsible. We believe the Committee could best provide
new language to properly cover the situation where some part-time employees
are already covered by Federal statutes, i.e., part-time employees in State hosli-
tais and in institutions of higher learning.

We attach a listing of the kinds of temporary, part-time and recurrent em-
ployees who are part of the county's work force as required. Unemployment in-
surance or payments are estimated to come to a minimum of $21.4 million for
these employees if the present employment policy continues under the mandate
of H.R. 10210. We see no way for the county to shoulder this cost burden with-
out a drastic tax increase at the local level which taxpayers would surely resist.

The County's Department of Personnel and this office stand ready to provide
additional information on the effect of H.R. 10210.

Sincerely,
.IOSEPT[ M. POLLARD.

Legislative Representatire.

COUNTY OF Los ANGELES, CALIF., DEPARTMENT OF PERSONNEL

I. TEMPORARY AND RECURRENT EMPLOYEE STAFFING REQUIREMENTS IN FOUR
MAJOR AREAS OF COUNTY OPERATIONS

1. Health Scrvices
We operate one of the largest health care systems in the nation. We are affili-

ated with three major teaching institutions. Our hospitals are a training ground
for: nurses, nursing attendant, medical lab and other medical technical person-
nel, food service workers, Janitors and unsI lled workers employed in hospitals
or other health care facilities. These categories Include temporary workers at
times of excessive patient loads.
2. Electi on-

We hire as many as 700 people to carry out elections. They are of course tem-
porary workers.
3. Property appraisals and tax collection

Under state law the appraisal of property and tax collection are performed in
cycles, requiring employment of large numbers of clerical staff. They are tem-
porary or recurrent.
4. Recreation

We hire people to work in parks, at beaches and marines, or at any kind of
recreation facility during the summer months. They are seasonal employees.

IT. TEMPORARY EMPLOYEES rN LESSER CATEGORY ES

Workers hired in time of emergefiy or disaster, or civil disturbance.
Tour guides at museums, arboretums and other tourist attractions during ex-

hibitions, seasonally, and at times of peak visitor loads.
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Students working part time during summer vacations or while attending
school.

People employed for duration of construction or repair projects.
Crossing guards during school sessions.
Weed abatement and fire control workers employed during periods of high

fire risk.
III. COST OF TEMPORARY EMPLOYEES

While we cannot be certain of the kind of State financing that would be avail-
able if Ih.R. 10210 became law, and we have no data base for estimating the
quantity or duration of benefits which would be paid, we can reasonably project
at cost of at least $21.4 million if the County is required to pay the bill under
existing state regulations.

COUNTY OF SAN DIEGO,
. BWa8hington, D.C., September 7, 1976.

lion. RUSSELL B. LONG,

Chairman, Senate Finance Committee, 2227 Dirkccn Senate Ofice Building,
Washington, D.C.

DEAR CHAIRMAN LONG: On September 8, 1976, the Senate Finance Committee
will begin consideration of II.R. 10210, which would extend the unemployment
compensation program to employees of local governments. On March 24, 1970, the
County of San Diego Board of Supervisors unanimously adopted a resolution in
opposition to this bill. I have enclosed a copy of the resolution for your reference.

IH.R. 10210 would have a deplorable impact upon city and county governments
in California. San Diego County would have to pay in excess of $1 million in the
first year. By further imposing Federal requirements on the fiscal and personnel
policies of local governments, H.R. 10210 would severely hinder cities and
counties currently attempting to meet fiscal crises.

I urge you, as Chairman of the Senate Finance Committee, to either vote
against this bill or support any amendments that would delete the provisions
dealing with employees of local governments.

If you need any further information regarding II.R. 10210, please let me
know.

ROGER F. IHONBERGER,
Washington Representative.

Enclosure.

RESOLUTION No. 23, RE OPPOSITION TO H.R. 10210

On motion of Supervisor Walsh, seconded by Supervisor Brown, the following
resolution is adopted:

Whereas, the County of San Diego is not currently required to participate
in the State Unemployment Insurance Program; and

Whereas, local government employees now receive benefits for 52 weeks; and
Whereas, layoffs of County employees have been infrequent, amounting to 24

since 1972; and
Whereas, HR 10210 mandates Unemployment Compensation coverage for

state and local employees including employees of the County of San Diego;
and

Whereas, HR 10210 would require that the County either participate in the
State Unemployment Insurance Plan and pay taxes amounting to $1.05 million,
or pay employee benefits equal to the State Unemployment benefits; and

Whereas, the bill would have several other adverse effects on the County;
now therefore, be it

RcRolved, That the Board of Supervisors of the County of San Diego oppose
hR 10210 and join other organizations in urging the defeat of this legislation.

Passed and adopted by the Board of Supervisors of the County of San Diego,
State of California this 24th day of March, 1976 by the following vote:

Ayes: Supervisors Walsh, Brown, Bates and Taylor.
Noes: Supervisors, none.
Absent: Supervisor Conde.

State of California, County of San Diego, ea.

I, Porter D. Cremans, Clerk of the Board of Supervisors of the County of San
Diego, State of California, hereby certify that I have compared the foregoing
copy with the original resolution passed and adopted by said Board, at a regular
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meeting thereof, at the time and by the vote therein stated, which original resolu-
tion is now on file in my office; that the same contains a full, true and correct
transcript therefrom and of the whole thereof.

Witness my hand and the seal of Faid Board of Supervisors, this 24th day of
March, 1976.

PORTER D. CREMANS,
Clerk of the Board of Supervisors,

By IRENE Guss,
Deputy.

(SEAL)

MONTANA WOOL GROWERS ASSOCIATION,
Helena, Mont., September 7, 1976.

Re: II.R. 10210 Unemployment Compensation Amendments of 97O.
Mr. MICHAEL STERN,
Staff Director, Committee on Finance,
Room H, Dirksen Building, Washington, D.C.

Mr. STERN: The Montana Woolgrowers Association opposes the coverage of
agricultural workers in unemployment compensation. Our National association
has also presented opposition and we concur with their reasons. Not only the
sheepmen of Montana, but the cowman faces hard economic times and we don't
need further financial burdens. We in agriculture don't have an opportunity to
raise prices for our products because of increased cost of operation. We urge
deletion of agricultural coverage in 1111 10210.

Sincerely,
RonhMT N. GILBERT,

S oretary-Treaaurer.

SwOYER & Swoyer,
Oskaloosa, Kans., September 7, 1976.

Mr. MICJIAEL STERN,
Staff Director, Committee on Finance, Room U1f7, Dirken Senate Ofoe Build-

ing, Washington, D.C.
DEAR Mn. STERN: DO you have any idea what this unemployment compensation

bill will do to a small farmer?
Whenever a farmer puts up baled hay he hires five or six boys to haul the hay

and put it in a barn.
This would come under "hire four or more workers in 20 weeks of the year."
At the present time, he has to pay these boys at least $2.50 an hour, and since

they goof off so much, most farmers are going to the big round bales that don't
have to be moved.

This farmer cannot use these five or six boys after the hay is in the barn,
therefore, le would have to let them go, and that would make them eligible for
unemployment.

It is my understanding that it would cost $208.00 for each employee, and if the
farmer used six boys to put his hay in t1ie barn it would cost him $1,248.00 for
unemployment insurance, in addition to the $2.50 an hour.

Is Congress trying to drive all farmers out of business?
Yours truly,

MARTHA ANN SWOYER.

STATEMENT OF TIE UNITED STATES INDUSTRIAL COUNCIL

The United States Industrial Council, representing 4.500 business and lndus-
trial firms employing some 3.000,000 people, is deeply concerned about unemn-
ployment compensation legislation which continuously adds to the amount and
duration of UC benefits and the cost of providing such benefits.

Because of such increases, the unemployment compensation program is chang-
ing from a form of insurance, providing a cushion against economic hardship
for people losing their Jobs through no fault of their own. to a welfare concept.
Along with other welfare programs, food stamps, and various benefits provided
to those not working, it is becoming an inducement not to work.

At the same time that government statistics are showing relatively high rates
of unemployment, the want ads in almost every newspaper are filled with ads for
Jobs that are going begging. Work is available for those who want to work. The
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problem Is that so many of those who are out of work will only take jobs that
exactly suit them or really aren't Interested in taking any job at all. In many
Instances, where an employer has been forced to lay off employees, those et-
ployees, instead of taking jobs that are available to them, prefer to collect un-
employment compensation and simply wait for the time when their old employer
will take them back.

Almost every employer has had the experience of seeing an employee let go
because of incompetence, filing for and obtaining unemployment compensation for
the longest possible period without making any effort to obtP!n a job which lie or
she might be able to handle satisfactorily. Because of the amount and duration
of unemployment benefits today, drawing unemployment compensation has in
many cases become more pleasant than working.

When unemployment benefits are large enough to almost equal the take-home
pay of an employee, the incentive to find work is killed. Being a non-producer Is
too comfortable, and initiative and self-reliance are destroyed.

Congress rightly has been concerned about unemployment and those people
who genuinely want to find jobs but have been unable to do so. The United States
Industrial Council and its members share that concern. Our criticism of federal
unemployment compensation legislation does not reflect any lack of humanitarian
feeling toward the involuntary jobless. We fire, however, disturbed by the nun-
ber of voluntarily unemployed who are encouraged to remain in that condition
by bigger UC payments over longer and longer periods of time.

The Council believes that unemployment compensation regulations should be
strengthened to make sure that no one collects UJC benefits who hams not made
every possible effort to find a Job. We further urge that no one be permitted to
turn down work because it is not the most ideal or desirable job, and then obtain
unemployment benefits, The number of unemployed persons in this country can
be substantially reduced and a sizeable portion of the unemployment problem
can be solved in this way.

Furthermore, the USIC recommends that Congress devote more time and effort
to treating the causes of unemployment than its symptoms. The enactment of
legislation which stifles the free enterprise system and adds to the cost of doing
business has limited business expansion and the creation of new job'opportunitit.

Increasing the unemployment compensation tax rate and the taxable wage
base makes it increasingly difficult for marginal or near-marginal companies in a
highly competitive industry to survive. The increased cost of doing business also
discourages the starting of new business enterprises. Trying to help the unem-
ployed by increasing UC taxes can actually make the problem more difficult be-
cause of the resulting decline in the number of actual or potential jobs.

In more highly concentrated, less competitive industries, most or all of higher
UC costs will be passed along to the consumer. This is one of the realities Con-
gress frequently ignores. Income maintenance programs whose costs are placed
on business may be politically popular, but the fact is that business enterprises
usually are not able to increase their costs without corresponding increases in
prices. The ability of companies to absorb such costs is limited. Thus, it is the
consumer who actually pays for the benefits legislated by Congress. We are con-
fident that as more of the public understands this there will be more public
pressure for holding the line.

lI.R. 10210. by extending the unemployment compensation program to an esti-
mated 8.3 million state and local government employees and 00,000 domestic and
agricultural employees, would add more tenacles to the federal octopus. It would
be a further federal intrusion into state and local affairs. In the case of domestic
and agricultural employees, it would Impose record keeping requirements on many
employers least equipped to handle them.

We believe that the state taxable wage base should not be increased, as pro.
posed in II.. 10210. The states are capable of determining their own taxable
wage base in accordance with the conditions existing in each particular state.
Many of them on their own already have raised their taxable wage base above
the federal base and others will move in that direction if it is not done by Con-
gressional edict.

While we believe that further increasing the costs of unemployment compensa-
tion by Increasing both the tax rate and the taxable wage base are unwise and
are opposed to it, we were glad that the House in enacting IU.R. 10210 rejected
the proposals of labor unions for even more substantial Increases. We commend
the House for declining to-include in the bill provisions for federal standards for
unemployment benefits, also sought by labor unions.
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The United States Industrial Council Is unalterably opposed to federal UC
standards as an unwarranted usurpation of another state function by the federal
government. The states can handle the unemployment compensation program in
a way that fits a state's particular needs and limitations. There Is great diversity
-among the states as to the amont of benefits needed to prevent serious economic
adversity for the unemployed, and also in the state's ability to provide such
benefits. The record clearly shows that the states are steadily Improving their UC
programs.

Statistics developed by UBA, Inc., the well known organization doing research
In unemployment benefits, show that the average unemployment benefit has in-
creased over the last 10 years faster than average weekly wages and the Con-
sumer Price Index. Employers and employer organizations have encouraged and
worked with the states in raising the level of benefits.

There is no reason to believe Congress can do a better job than state legislatures
In setting the standards for unemployment compensatIon. State legislatures
dool with this problem on an annual continuing basis; they are closer to the
problem and better able to set up a sound, workable program that meets the
situation in their own states than people sitting in Washington, D.C.

Furthermore, the states are much better able to police the unemployment
compensation program and control abuses, keeping the program on a sound
basis for those who truly need It. Establishing federal benefit standards would
take away control from the states and Invite abuses.

The United States Industrial Council urges that the existing federal-state
relationship in unemployment compensation not be disturbed.

STATEMENT OF JAMEf F. ARRITAT.L. EXEC'TIVE DrRECTOR, AssEMnULY OF GOVERn'-
MENTAL EMPLOYEES

Mr. Chairman and members of the Committee:
I am James F. Marshall, Executive Director for the Assembly of Governmental

Employees, a federation of 40 affillat, organizations in 33 states, representing
more than 700.000 state, county, municipal, special district and school district
classified employees. We are sincerely appreciative of the opportunity to appear
before this committee concerning its deliberations on H.R. 10210.

The Assembly of Governmental Employees Is In favor of the basic provisions
nod objectives of H.R. 10210. However, we feel the impact of a particular pro-
visinn. Section 115(c), dealing with employees In non-teaching, research, or
administrative positions, has not been adequately considered. Therefore, I
would like to direct my brief comments to this issue and offer two alternate
sol itions.

In 1974. Congresm passed the Emergency Jobs and Unemployment Assltance
Act (PI, 93,567). Title 1I of that law provides a temporary system of Special
T'nemployment Assistance (SPA) which pays benefits out of federal funds to
Individuals. formerly employed by State or local governments, who are not
eligible under a state or federal unemployment Insurance program. In 1975.
PL 94-A5 extended this program through December of 1970. According to De-
partment of Labor statistics, 21 states do not have compensation laws which
cover local employees. In 21 other states. coverage at the local level is elective.
The remaining eight states have mandatory coverage at both the state and
local level. In those states which have local elective coverage, the localities
often opt not to provide benefits for economic reasons. Conservatively then.
in noarlv half of the states if not more, local employees are eligible for benefits
imnder the SPA Program. Furthermore, according to regulations issued by
Deportment of Labor on March 23. 1976 (Federal Register at page 12162), local
school employees, who are not "primarily" serving In an instructional, research.
or principal administrative capacity are eligible for benefits paid out of general
treasury revenues during the summer months.

Are these benefits Justified? The answer is nequivocablv yer. One of the
primary concerns which prompted SPA In 1974 and Itq continuation in 1975
was the seasonally adjusted unemployment level exceeding 6.5%. As of July,
1976 according to the Labor Dermrtment, that level was at 7.15%. If the motiva-
tion was valid In 1974. and AGE believes it was, It remains valid today. Jobs
which may have been previously available to nine and 10-month school employees
are not available today. Thus, these members of the work force are unemployed
In every sense of the word and deserve Insurance benefits.
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The question now becomes, who should bear the cost? If, as under Section 115

(c), the burden is shifted to the federal government and to the states only if
they so elect, one of two options will occur. First, the states will elect to deny
benefits between terms or, secondly, states will shift the burden onto local budgets
which in turn will mean cuts in either other employee benefits or services. Either
option is clearly unsatisfactory.

There remain two other viable alternatives which do not cause great economic
hardship to either local school budgets or local employees. They are: 1) Mainte-
nance of the status quo of those local school employees currently under SUA by
extending the SUA program for two years, or 2) Replacement of the SUA pro-
gram with a similar permanent federally-funded program providing benefits for
all local classified school employees with no provisions for denial of benefits
between terms. While AGE urges the latter alternative, we realize that the first
option of maintaining the status quo would allow adequate time to study the
problem. While H.R. 10210 currently calls for the establishment of a national
commission to study the unemployment compensation system, we feel that the
study will be financed at the expense of hundreds of thousands of local school
employees.

In conclusion, the current system under SUA was a program adopted to meet a
national economic problem and was funded at the national level. AGE strongly
urges that this precedent be followed in the form of one of the two alternatives
outlined above. On behalf of AGE, I sincerely thank the Chairman and Com-
mittee members for this opportunity to testify. AGE of course stands ready to
assist your Committee in any way possible, should you desire our help or resources.
Thank you.

STATEMENT OF EDWARD THOMAS, CHAIRMAN, LEorILATrvE COMMImE,
BowLINO PROPRIETOR's ASSOCIATION OF AMERICA

Mr. Chairman and Members of the Committee:
I write to you as Chairman of the Legislative Committee of the Bowling Pro-

prietors' Association of America, an office which I hold by virtue of the fact that
I am a bowling proprietor in Frederick, Maryland. I am also a member of the
Maryland State Senate.

Before engaging in a discussion with respect to the advantages and disadvan-
tages which H.R. 10210 will offer our Association and its members, a brief anal-
ysis and profile of a typical bowling center is in order.

This typical center actually exists so it is not a fantasy of average or median.
It is typical in that it is neither the largest nor the smallest. This legislation will
have even a greater Impact upon the smaller or less profitable bowling centers.

It should be pointed out that H.R. 10210 cannot and must not be considered by
itself as the sole influence in the increasing cost pressures that drive the mar-
ginal, yet service producing operators, out of business and make even the typical
operator dubious of his financial future. As an example, |utilities alone at our
typical bowling centers Jumped a full 3814% in fiscal 1974-75 and other costs and
expenses also show substantial increases.

The typical bowling center operates from morning through late evening. In the
morning and early afternoon It serves the housewives. In the later afternoon and
early evening it serves young people and in the evenings it serves working men
and women.

Just as you want service and availability when you go to your golf, tennis and
- health clubs--so working men and women arid their families want service and

availability when they seek, what in many cases, is the only affordable recrea-
tion open to them.

Any legislation which would effect and substantially increase the costs of the
already overburdened small businessman should recognize that there Is tremen-
dous competition for the recreational dollar. In order to provide service and avail-
ability demanded of a bowling center, It has become necessary to increase prices
which over the past two years averaged only 5.5%, an amount substantially less
than the- average cost increase. Therefore, profits are falling in the face of
increased competition from other recreational providers while costs Increase. To
raise prices beyond a minimal level In the face of these economic facts is counter-
productive and can only lead to economic disaster.

With respect to the economic facts of life In this Industry a recent staff survey
has revealed that a typical bowling center requires a total Investment of $870.000.

7i-1l3 0- 76 - II
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It employs 25 people. In fiscal 1975 it had sales in excess of $300,000 and a payroll
totaling $100,000. Its pretax profit was $7,000-after paying its management a
modest $20,000. This means that it returned 2.3% on sales and .8% on investment.

These figures clearly indicate that this is not only a small business but a small
business in trouble. A marginal industry at Iwet.

Our association is not unmindful or insensitive to the financing crisis of the
many states whose unemployment compensation funds are now bankrupt. Indeed,
something has to be done to replenish the state funds caused by the recent reces-
sion and subsequent unemployment.

With this in mind, our Association urges the Committee to reconsider only a
-" modest increase in the wage base. The emphasis is on the word modest. Any

abrupt and large increase In payroll taxes would be disastrous to the bowling
proprietors who are operating on a marginal basis. It would play havoc with
the interests of the millions of Americans who bowl in America's bowling
centers as their way of relaxation and enjoyment of leisure time.

There still exists some concern among our members about this legislation.
First, if a federal benefit standard Is added to the bill; and second, if the Senate
extends the emergency long-term benefit program which was established last year
to provide Jobless benefits to persons up to 15 months. An addition of either of
these to the bill could substantially raise costs. Such an Increase In payroll taxes
would be inimical to the best interests of the bowling industry and would be
certain to result in the financial failure of many bowling centers throughout the
country.

The inherent problems of the federal benefit standard and any further exten-
sion of the emergency long-term benefit program should be quite obvious. For
the most part such an amendment would be in complete derogation to the purpose
for which Unemployment Compensation legislation was enacted. Unemployment
Compensation, as I understand it, was designed as a program of income main-
tenance for temporarily Jobless workers whose unemployment Is not of their own
making. Its main function is to replace part of the income lost by the worker
when he is laid off. It is not intended to be a support program for the perma-
nently unemployed. Nor is it intended to subsidize workers' voluntary
unemployment.

The imposition of either of these amendments would not only increase the
earnings replacement, it would also decrease the work Incentive with the receipt
of income from the Unemployment Compensation benefits. Such legislation would
encourage the unemployed to remain Jobless creating further business failures,
further unemployment, and a further diminution of state funds.

It is for these reasons that our Association opposes any such amendments to
the bill. The Bowling Proprietors' Association of America worked closely with
other organizations in urging the amendments to H.R. 10210 which brought
about a common sense approach to a most difficult problem. Unemployment
Compensation is a topic which affects nearly every businessman and its Impor-
tance should not be overlooked. For too long the small businessman has had to
succumb to the burden placed upon him by big government and organized labor.
It is time that some legislation in this area Is needed, however, the expense
should not be undertaken solely by small business.

For the reasons cited, Mr. Chairman and members of this Committee, the
Bowling Proprietors' Association of America urges the Senate to concur in H.R.
10210 as passed by the House.

NATIONAL CoNirmmsc or STATE LimisLATuaS,
OvncE or STAmEF'DUAL RELATIONS,

Wahifrgton, D.C., September 8, 1978.
To: Senate Finance Committee.
From: Speaker George Roberts, New Hampshire chairman, National Confer-

ence of State Legislatures' Committee on Government Operations.
Re: Unemployment insurance amendment, H.R. 10210.

As you begin consideration of H.R. 10210, the 1Unemployment Insurance Amend.
mants of 1976, no position should be considered more carefully than the position
of your partners in unemployment insurance policy-the Legislatures of the 150
States. Other state and local groups, representing elected and appointed officials,
may express different points of view, but the State Legislatures must make the
fundamental policy decisions on the state programs.

The National Conference of State Legislatures' policy represents the collective
position of all 7,600 state Legislators, and was arrived at through a careful
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process of deliberations and debates. I have enclosed a copy of the official posi-
tion of the National Conference of State Legislatures on unemployment insurance.
Two issues which have become the focus for debate are coverage and benefit
standards. Our policy supports coverage of state and local government employees,
as well as domestics and agricultural employees. We are opposed to the estab-
lishment of national benefit standards.

I hope this statement of policy is useful to you as you complete action on this
important legislation.

Enclosure.
UNEMPLOYMENT INSURANCE

The NCSL affirms that the unemployment insurance system has served the na-
tion and each State well as an insurance for the unemployed for 40 years. It has
provided a stable and job ready workforce and has complemented the total man-
power program. The U.I. system also acts as an important counter-cyclical eco-
nomic measure during recessionary periods.

The U.S. Congress and administration is considering permanent legislation to
replace the present collection of emergency Federal-State programs. The NCSL
strongly supports thin effort and pledges its cooperation in developing a workable
program which best serves the needs of the nation's unemployed.

The NCSL recommends that the Federal-State 17I. system provide for coverage
of all unemployed persons based ort their previous work experience. This coverage
should be included in both State and Federal programs on the basis now defined
by the Supplemental Unemployment Assistance Act.

The NCSL strongly supports the concept that all benefit levels should be set by
the States so that local conditions may be taken into account. A national benefit
standard would be inappropriate if applied to the various conditions in 50 States.
The IRS urges State Legislatures to review their benefit levels In light of the
recent U.S. Supreme Court decision which established the right of an unemployed
person to apply for either welfare or unemployment Insurance, whichever is
greater. If U.I. benefits are not raised to an adequate level, the welfare system may
become overburdened.

The NCSL believes that States and Federal I'.I. trust fund accounts should be
made more fiscally sound by raising Incrementally the wage base for employer
taxes. States should collect and manage, subject to State prescribed accounting
and Investment procedures, all employer U.I. taxes. These funds should be re-
tained by each State to pay benefits. and finance state U.I. administrative costs.
A predesignated portion of these U.I. taxes should be transferred to the national
government to maintain a catastrophic reserve fund and for financing national
U.I. benefits (i.e.. veterans) and Federal administrative costs.

The NC41L supports a regular benefit period up to 39 weeks. Benefits duration
should be tied to a persons work experience. The first 26 weeks of benefits should
be financed by the Sfates. Benefit weeks 27-39 should be financed on a shared basis
by the Federal and State governments. Benefit weeks above 39 weeks, If required
by a national recession, should be federally financed.

The NCSL urges the Federal government to permit an extended repayment
period to those States which have been forced to borrow from the Federal loan
accounts to meet the U.I. obligations.

STATEMENT OF EDWIN E. MARS11, EXECUTIVE SECETARY, NATIONAL WOOL
GRowEas ASSOCIATION

This statement represents the views of the National Wool Growers Associa-
tion. Our principal membership consists of 22 state and area sheep producer
organizations operating In Arizona, California, Colorado. Idaho, Indiana, Iowa,
Kansas. Minnesota, Misourl. Montana. Nebraska, Nevada, New Mexico. New
York. Ohio. Oklahoma. Oregon, South Dakota. Texas. Utah, Virginia, Washing-
ton. Wisconsin, Wyoming and the Navajo Nation. In this area, covering 25
states, approximately 90 per cent of the nation's lambs and wool are produced.

We do strongly oppose the coverage of agricultural workers in unemployment
compensation legislation for the following rea-ons:

:(1) Moat segments of agriculture, including the sheep Inudstry, operate on
either a very narrow profit margin or at. a loss. This would be an added cost
burden to farmers and ranchers.

(2) The cost to agricultural employers could ultimately affect consumer prices
for agricultural products.
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(8) We feel that the states should determine the responsibility for coverage
of agricultural employees rather than the Federal government due to seasonal
employment in agriculture and also because agricultural employment practices
vary from state to state.

For the reasons set forth we would urge the deletion of agricultural coverage
from the bill. We appreciate this opportunity to set forth our views.

TEXAS SHEEP & GOAT RAISERS ASSOCIATION,
San A ngclo, Tcx., Septem ber 3, 1976.

Mr. MIcnIAEL STERN,

Staff Director, Committee on Finance, Room 2227, Dirksen Senate OUce
Building, Waahington, D.C.

DEAR .& STERN: Please accept this as a statement of the Texas Sheqp and
Goat Raisers' Association in opposition to II.R. 10210, Unemployment Compensa-
tion Amendments of 1976.

We are particularly opposed to the section concerning itself with unem-
ployment compensation relative to agriculture workers. It would be extremely
difficult to administer a program such as this in the ranching Industry. At various
times of the year contract labor is used for miscellaneous jot), such as building
fence, shearing sheep and goats, working on windmills, etc. It would be the
responsibility of the rancher to some way or another pay unemployment com-
pensation on these people, which would be almost a total impossibility.

The main reason would be that the crew chief is paid direct, and he takes
care of the people who work for him. Most of these people are not registered
,rew leaders because the act does not cover them.

Further, it seems quite short-sighted in this day and time when tie Federal
government is encouraging the improvement of agriculture and trying to
grow more products to export to keep adding burdensome record-keeping and
expense on the producers. 'his would be just another expense that would have
to be absorbed by the producer because, as you know, the agricultural producer
does not have the ability to pass on his expenses as does the manufacturer. Ail
the consumer groups and even the Federal government encourage cheaper prices
for food rather than the more realistic prices which the farmers and ranchers
need to make an adequate return on their investment. It sometimes seems that
they expect the farmers and ranchers to work for nothing while they are always
trying to get more money for themselves.

In closing, we feel if unemployment compensation relative to agriculture is
needed, it should be handled entirely on the State level because of the vast
differences in' agricultural production In every state, Sheep proKuction in
southwest Texas is much different than that in the mountain states of Idaho
and Utah. Raising cotton in south Texas Is certainly much different than
rising cotton In central Texas or California. Certainly the man who raises m11
in southwest Texas has much different needs than the carrot farmers In California.
so we feel these are Individual problems and as such should be taken care of by the
Individual states.

The reason American agriculture has been so successful in the past is because
It has more or less been free to operate as a free enterprise. Your Opposition to this
legislation would allow free enterprise to continue to work.

Sincerely, BILL PF.mTuER, President.

KANSAS jIVESTOCIc ASSOCIATION,
Topeka, Kan*., September 2, 1976.

Mr. MICHAEL STERN,
Staff Director, Committee on Finance, Ro om 2227, Dirkeen Senate Oioc Building,

Wae#hmitto, D.C.
DEAR MR. STERNx: The Kansas Livestock Association is strongly opposed to the

provisions of HR 10210 which would Include agriculture under the mandatory
payment of unemploymentoomnpensetion.

Even though the increase in the taxable base under HR 10210 was lowered
from $8000 to $6,000 by amendment on the floor of the House, the cost to agri-
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cultural employers is considerable. Custom cattle feedlots would be hardest hit
by-the legislation although It would also include many other farming operations
in Kansas.

The cost to employers would be approximately $208 per employee. For the
feedlot segment of Kansas agriculture alone, the price tag of this bill will be
about $337,000.00.

'The responsibility for determining coverage of agricultural employees should
rest with states and not the Federal government due to the seasonal factor and
variability of agriculture practices within each state. This is a state issue.

It seems inconsistent for Congress to be making so much noise about the need.
to got more people back to work and then pass legislation that will have a
negative impact on the desire of employers to hire more people.

We urge the Senate Finance Committee to either reject HR 10210 entirely
or, at the very least, remove the section requiring the mandatory inclusion of
agricultural employees.

Sincerely,
ROLLAND D. PARR, Preside t.

STATEMENT OF TEXAS AND SOUTHWESTERN CATTLE RAISERS ASSoCIATION

The Texas and Southwestern Cattle Raisers Association, an organization of
15,000 livestock producers with headquarters at Fort Worth, Texas, appreciates
the opportunity to have its opinion recognized at this hearing where the Com-
mittee on Finance is considering HR 10210, Unemployment Compensation Amend-
ments of 1976. If passed, this legislation would pose an undue economic burden
upon the cattle industry of Texas and the Southwest. In view of the already
depressed livestock situation in this country, we believe HR 10210 will add to
the financial problems of livestock producers.

Our Association opposes -this legislation and the proposed extended coverage
to agricultural workers as very few livestock operations would be affected by the
coverage. Promulgation of such regulations would only bring an additional ex-
pense and red tape not beneficial to anyone.

We also feel that the livestock industry should continue to be exempt from
extended coverage as this is only the start with new regulations and additional
bureaucracy continuing to develop in this field which will cost the producer and
ultimately the consumer great sums of money with negligible benefits.

We further believe that the concept of unemployment assistance is a matter
for the states to administer rather than the Federal Government. Employment
conditions in agriculture vary so widely that an overall Federal system is bound
to penalize severely some areas and to overcompensate others. The states are In
a better position to analyze their various needs and to act according to these
needs.

The production of livestock Is a seasonal as well as cyclical industry. Certain
seasons of the year call for heavier work loads, requiring temporary workers
to be hired; likewise, lax seasons dictate that the work force be held to a bare
minimum, particularly In such financially depressed times as these. Beyond the
seasonal cycle is the economic cycle which dictates expansion or reduction of
herd size, of land leased for increased production, or of additional manage-
ment practices aimed at taking advantage of a high market or at minimizing
losses when the market is poor. All these cycles naturally affect the size of the
work force. The ranching industry cannot endure being shackled by unnecessary
legislation which is in opposition to the natural ebb and flow of free enterprise.

Thereftre, we ask that the committee retain the exemption for agricultural
workers, as extended coverage is not applicable, nor will it benefit the industry
or consumers.

STATEMENT O WARREN 0. BLUE, SIiron VICE PREMrINT, R. E. HARRINOTON, Ic.

My name is Warren G. Blue. I am Senior Vice President of R. E. Harrington,
Inc., a cost control firm specializing in the administration of programs to minimize
the cost of unemployment and workers' compensation to employers. Our company
has represented employers throughout all fifty states and the District of Columbia
since 1950. We are headquartered in Columbus, Ohio, and have offices In major
cities throughout the United States.

We appreciate the opportunity to express our opinions concerning the admin-
istration of the unemployment compensation program, both by the federal and
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state governments, and would like to address our remarks principally to the
present merit rating system of financing unemployment compensation, the manner
of determining benefits and their triggering mechanisms, and the federal tax and
wage base proposals In H.R. 10210.

A. FINANCING UNDER MERIT RATING

The unemployment compensation system, although' federally mandated, is a
state-oriented program which has been continually updated by every state legisla-
ture since Its inception in the late 1980's, but particularly In the last 20 years. The

__ states have provided financing of the benefits, which are regulated by the respec-
tive state laws, through a variety of merit rating formulae which are, and always
should remain, the bulwark of a sound unemployment compensation system.

Under the general federal requirements, the experience rating provisions of
states vary greatly and the number of variations increase with each legislative
year. To do its job, the merit rating system must fix responsibility for the
unemployment of each worker who draws unemployment benefits. The states have
adopted one or the other of the following four general methods: (1) reserve ratio,
(2) benefit ratio, (3) benefit wage ratio, and (4) payroll decline.

1. Reserve Ratio Formula
The reserve ratio was the earliest of the experience rating formulas and con.

tinues to be the most prevalent. It is now used in 32 states. The system, essentially
is simple cost accounting. It is designed to level the taxes paid by each employe-
at a point which will meet the cost of benefits paid to his former workers, and at
the same time, insure a certain reserve for emergencies.

Each employer has what is, In effect, a checking account in the state unemploy-
ment fund. Tax payments are credited to the employer's account, benefit charges
are debited. The size of the "deposit" needed each year to replenish the account Is
determined by dividing one or more years payroll Into the balance to get the
"reserve ratio." A high ratio of reserve funds to an employer's payroll means a low
rate, a low ratio means a high rate.

The payroll used to measure the reserve is ordinarily the average of the last
3 years. However, Massachusetts, Michigan, New York, South Carolina, Tennessee,
and Wisconsin establish reserve on the last year's payrolls. Idaho and Nebraska
use 4 years. Arkansas gives the employer the advantage of the lesser of the average
3- or 5-year payroll. Rhode Island uses the last year's payroll or the average of
the last 3 years, whichever is less. New Jersey protects the fund by using the
higher of the average 3- or 5-year payroll.

Jn all cases, the employer must accumulate a reserve over a specified time period
before his rate Is subject to change. The rates are then assigned according to a
schedule of rates for specified ranges of reserve ratio; again, the higher the ratio
the lower the rate. This formula Is designed to insure that no employer will be
granted a rate reduction unless he contributes, over the years, more to the fund
than his workers draw in benefits.

The 82 states using the reserve ratio are as follows: Arizona, Arkansas, Cali.
fornia, Colorado, District of Columbia, (leorgia, Hawaii, Idaho, Indiana, Iowa,
Kansas, Kentucky, Louisiana Maine, Massachusetts, Michigan. Missouri, Ne-
braska, Nevada, New Hampshire. New Jersey, New Mexico. New York. North
Carolina, North Dakota, Ohio, Rhode Island, South Carolina, South Dakota,
Tennessee, West Virginia, and Wisconsin.

It Is particularly important to know that:
Rates depend both on how many workers become unemployed and how long

they draw benefits.
Rates are based on long-term experience. Each years rate depends on the em-

ployers previous history of taxes and benefits. Even when a business changes
hands, the reserve account may go with it.

A payroll increase tends to raise the rate and a payroll decrease tends to lower
it.

Twenty-five (25) states allow employers to make extra tax payments, "volun-
tary contributions," and to secure a lower rate see states below).

Voluntary contributions are allowed in the reserve ratio states of: Arizona,
Arkansas, Colorado. District of Columbia, Indiana, Iowa, Kansas. Kentucky.
Louisiana. Maine. Michigan, Missouri, Nebraska, Ntw Jersey, New York. North
Carolina, North Dakota, Ohio, South Carolina, South Dakota, West Virginia, and
Wisconsin.
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A reserve account does not necessarily stop when business is discontinued.
When an employer stops doing business in a reserve ratio state, he does not
immediately lose his reserve account (unless he applies for termination of cov-
erage). The account stays on the books either indefinitely or for a specific length
of time. If the employer resumes operation in the state before the account is
closed out, his past record of taxes and benefit charges determines his merit rate
when he has again qualified for one.
2. Benefit Ratio

This formula also uses benefits to measure experience, but eliminates tax con-
tributions from the formula. Therefore, benefits are related only to payrolL The
ratio of benefits is the index for rate variation.

The theory behind this formula is if each employer pays a rate which approx-
imates his benefit ratio, the fund will be adequately financed.

This differs from the Reserve Ratio approach inasmuch as tax contributions
are not considered. This formula is geared to short-term experience. Only the
benefits paid in the most recent three years are used to determine the ratio. The
higher the ratio, the higher the rate.

The states using this formula are: Connecticut, Florida, Maryland, Minne-
sota, Mississippi, Oregon, Pennsylvania, Texas, Vermont, and Wyoming.,

Of these states, voluntary contributions are permitted in 'Minnesota and Penn-
sylvania.
3. Benefit Wag7e Ratio

The benefit wage formula makes no attempt to measure benefits paid. The
formula measures separations of workers which result in benefit payments, but
the duration of benefits is not a factor. When a claimant receives a certain
amount of benefits, lie triggers his base period wages up to the specific states
limit. As an example, in Illinois, after 3 weeks' benefits are paid, tip to $3,000 is
chargeable to the employer. Here, the state is measuring benfit wages to total
taxable payroll.

The theory behind this formula is that a claimant who draws benefits receives
a certain amount of benefits for each dollar of benefit wages and the same
amount of taxes per dollar of benefit wages is needed to replenish the fund.

The higher the ratio, the higher the rate. States using this formula are Ala-
bama, Delaware, Illinois, Oklahoma and Virginia.
4. Payroll Decline

Neither benefits nor any benefit derivatives are used to measure experience in
this formula. An employers experience is measured by the decline in his payroll
from quarter to quarter or from year to year. The declines are expressed in per-
centages of payrolls in the preceding period or periods.

The theory here is that if payroll declines, people are unemployed and draw-
ing benefits. States using this formula are Alaska,' Montana, Utah, and Wash-
ington.

It should be recognized that these definitions are general and that the reserve
ratio forinula in one state can be considerably different from the reserve ratio
formula used in another state. Furthermore, some states use a combination of
features from two or more formulas in developing their own unique method of
merit rating. Pennsylvania, for example, although categorized as a Benefit Ratio
State, actually is a combination Benefit Ratio and Reserve Ratio State.

These financing formulae produce a tax rate which Is then applied up to the
employers taxable wage base, presently not less than the first $4,200 earned by
each covered employee. The result is, of course, the tax to be paid by the em-
ployer. Many states have exceeded the $4,200 minimum base and others are con-
sidering doing so.

The overall effect of these financing formulae is a merit rating system which
creates a financial reason for employers to minimize layoffs and other types of
employee separations.

Each state should continue to be given the discretion to establish its own tax
rate formula and tax base in order to provide adequate funds to pay benefits which
are suitable in the respective states to meet the purpose of the unemployment com-
pensation law. Whatmay be suitable in New York could be extravagant in
Mississippi. Any adjustments necessary in these formulae to meet unusual eco-
nomic conditions can be made by the states by use of solvency factors or minLpum
state level rate changes which react quickly to large pay outs. Those states now
faced with the need to borrow from the Federal Trust Fund would soon revise
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the rate formulae to react quicker, and provide more adequate financing, ifthey knew the federal fund (which is financed by employers on a non-merit rated
basis) was not there to bail them out.

Unemployment compensation is intended to help replace loss of wages duringtemporary periods of unemployment for those who have lost their jobs throughno fault of their own. It was intended, and should not be considered, as the long.range financial reimbursement for former employees unable to obtain employ-ment for extended periods of time. There are federal and state programs financedby other means which should be utilized to create needed assistance for In-
dividuals experiencing long-term unemployment.

Unfortunately. the present trend In Congress has been to view the unemploy.meant compensation system as the means to finance the long-term unemployed.As a result, Congress has imposed a non-merit rated tax to Le paid for solelyby employers to provide the necessary funds to pay the benefits for these claim-ants. This has been accomplished by extending state unemployment compensationbenefit programs beyond their reasonably Intended duration and using the existingfederal tax on every employer to pay for this extension. The tax being used,which is imposed at a fixed rate rtgardle.s of the individual employer's unem-ployment experience, was not originally Intended for any purpose other than topay the cost of administration of the system.
This trend is compounded by proposals to require all employers to pay thenon-merit rated tax on an even higher taxable wage base which creates a dis-proportionate tax on different classes of employers paying at diverse wage

scales in all parts of the country.
The net effect of these proposals Is to minimize the experience rating formulaeand thus reduce incentive for employers to keep unemployment at the very

minimum.
The goal In financing unemployment compensation should continue to be basedon the proposition that the cost of benefits should be paid in such a way that thoseemployers whose workers suffer the most involuntary unemployment pay at ahigher rate than those employers whose workers suffer little involuntary unem-ployment. The basic principle is that employers who stabilize employment arerewarded in the form of reduced unemployment taxes. This is best accomplishedby in-dividual state action devising the best combination of a wage base and tax

rate formula.
B. ELIGIBILITY

All state laws require certain minimum requirements before a claimant Isconsidered to be eligible to collect unemployment compensation. Although suchrequirements are diverse, they all have an earnings and work history requirement.The standards establisbed by the state are reasonable and appropriate dependingupon the economic condition and type of employment found in the individualstates. These "base period" requirements and the subsequent determination asto qualification for requirements should be continued on a state-by-state basIsto meet the peculiar characteristics of the state itself and the decision of itslegislature and its courts.
C. BENEFITS

The Senate should follow the example set by the House and reject all efforts toimpose a Federal minimum benefli-mandate upon the present state system. Theestablishment of a minimum standard for states to follow in the area of weeklybenefits Is not necessary since most states have already established a reasonablecriteria for benefit amounts which meet the economic standards of the specificstate. Most states have enacted laws which provide for weekly benefits to be apercent of the current wage earned in that state: -Thirty-five states have. orwill soon have, escalator clauses in their laws which provide adequate unemploy-ment compensation benefits in relation to the monomic condition of that state.These states, however, still create an incentive for the unemployed claimant toattempt to find suitable work to support himself and his family. Since mid-1969,forty-three states have raised their maximum benefits by 50 Percent and eightmore than 100 percent. Currently at least 45 states pay (or will soon pay) maxi-mum benefits equaling 50 percent or more of the 1975 states' average weekly wage.It seems that the function of government should he not to provide financialhandouts so much as to make every effort to keep full employment and to findbetter methods of creating more jobs so that unemployment compensation bene-fits need not be paid at all. It r-ertainly should not be the role of government tomake it more attractive to collect unemployment benefits than to actually work.
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Tax free benefits which produce an annual income in excess of $7,072 per year,
as In Michigan, would require an additional 20%, or $8,400, income if fully
taxable, This does not provide the proper Incentive for Job) hunting.

I have already mentioned the negative effect upon merit rating of the numerous
triggering mechanisms now available. These emergency triggers were enacted as
a reaction to an economic slump more than to a permanent solution. The pro-
posal in II.R. 10210 permitting a 4% trigger in a state to activate extended bene-
fits is too low. Based on past experience it will require payment of extended
benefits in at least-17 states more than 50% of the time. For those states the
low trigger establishes an extended benefit standard in use most of the time
which will be very expensive and generally not utilizing the merit rating system.

During normal economic times, the average duration of benefits for most
claimants is between 10 to 14 weeks. Very few claimants exhaust the normal
26-week duration which would seem to indicate that the present state provisions
which limit benefits to approximately 26 weeks were well conceived and claimants
exceeding this period should probably not be paid under the unemployment
system. The state legislatures can administer a triggering program which might
be necessary during periods of severe economic depression. If, in fact, Congress
does decide to mandate permanent trig-3ger provisions, the only type of provisions
which could be properly administered would be on a state-by-state basis and
be dependent upon extreme abnormal economic conditions in that particular
state.

The constant extension of benefits without some incentive for claimants to
obtain a Jot) should not continue. Approval by the Senate requiring recipients
to participate in a Job training program if.they are to be eligible for extended
benefits and also requiring claimants to make themselves. available for all job
openings, not just those similar to the prior job which they held, are moves in
the right direction. If employers are to be asked to finance programs for as long
as 65 weeks, then I believe they have a right to request that the claimant be
willing to sacrifice, to some extent, by accepting jobs that are available or be
trained for new jobs. It is quite possible the Industry In which a claimant
formerly worked no longer even exists.

D. FEDERAL TAX AND WAGE BASE

The increase in the non-merit rated federal tax from .5 to .7 perpetuates the
trend to non-merit rating which I have previously discussed. This is particularly
true when you take into account the trigger mechanisms which are financed
principally by the non-merit rated federal tax.

If it is determined that the trigger approach is the most feasible manner to
adjust unemployment compensation benefits during economic downturn, then it
would seem appropriate that these extended benefits should be 100% merit rated
under the.existing state laws. Presently, 24 states do merit-rate their one-half
share of the original 13-week extended benefits. This philosophy should be en-
couraged for all extended benefits. It must &be remembered that the entire unem-
ployment compensation program, including the regular and extended benefits,
are paid for entirely by employers. The employer deserves to have his tax on a
merit rated basis.

The need for additional funds by some 21 states whose unemployment trust
funds are depleted is a matter of record. The effect and need of a more than 40%
increase in the wage base, from $4,200 to $6,000, for all states is not. Most states
do not require increased wage bases, they. need revised tax rate schedules. An
Increase in the wage base prolongs the tizew'when these states face up to this
reality.

In our opiniol, before even a modest wage base increase would be palatable to
employers, it is necessary thqt the states make a sincere effort to regain em-
ployer confidence in the program. This can best be started by each state first
revamping its internal administration of eligibility determinations with a spe-
cial emphasis on enforcing the requirement for a claimant to actively be search-
ing for work. Also, there must be a change in attitude to reduce the determina-
tions being made to allow claimants who voluntarily abandon jobs to collect
benefits.

Although it may be a case of overstating the obvious, it must be clearly under-
stood that measures designed to increase employer costs are unquestionably in-
flationary in effect. The employer whose costs increase despite good employ-
ment experience will have no option but to pass this cost on to the consumer
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by Increased cost of goods and services. Not only are excessive increases in un-
employment taxes inflationary, but when the tax becomes too burdensome, it
has the effect of discouraging the creation of new Jobs and, thus, compounds
the problem by actually creating more unemployment.

STATEMENT OF TEXAS CATrLE FEDEns AssoCIATION

The Texas Cattle Feeders Association represents cattle feeders in Texas-
the No. 1 cattle feeding state--and most of the cattle feeders irk New Mexico
and Oklahoma.

The Texas Cattle Feeders Association opposes the extension of unemployment
compensation coverage to agricultural workers as provided in H.R. 10210. The
reason for this opposition is simply-"What purpose will be served by extending
coverage to agricultural workers?".

Agriculture has been the most productive segment of the U.S. economy. Some
reasons for this statement are:

1. U.S. citizens spend only an average of 17% of their disposable income on
food-less than any other country.

2. Largely because of agriculture's efficiency, less than one out of 35 adults
work on farms.

3. The National Commission on Productivity says that output per man-hour
in agriculture has increased by 5% per year since 1965. This compares to 2.3%
per year for the total economy and 2.7% for the manufacturing industry.

4. USDA figures show that beef p,',duction went from 9.5 billion pounds in
1950 to 23.6 billion pounds in 1975. That is an ineresne of 950%. At te same
time. total hours for meat animal production in the U.S. were reduced almost
two-thirds.

5. Increased agricultural productivity is simply a result of more output per
person because of the technology, capital investment and incentive system which
encourages increased efficiency.

Custom feedyards are prime examples of the increased efficiency in agricul-
ture. A custom feedyard feeds cattle for customers, for a fee. It furnishes room
and board for the cattle, much like a hotel. The 163 feedyard members of the
Texas Cattle Feeders Association have a one-time capacity of 3,046,000 head
or an average of 18.687 head each. Of these 163 feedvards, 108 have a capacity
of over 10,000 head, 35 over 30,000 head and 11 over 50,000 head. Because these
feedyards are large and efficient, they can produce beef at less coot.

In conclusion, we believe that extending unemployment compensation coverage
to agricultural workers is the first step toward reducing agricultural efficiency.
It definitely is in the best interests of the American consumer to provide in-
centives to agriculture to produce an abundant supply of food at a cost consumers
can afford.

Thank you.

(VJTRUS INDUSTRIAL COUNCIL,
Lakeland, Fla., August 31, 1976.

Mr. MICHAEL STERN,
Staff Director, Committee on Finance, Room .02,7, Dirkscn Senate Ofice Building.

Washington, D.C.
DEAR Ms. STFRN: This statement is submitted for the record regarding pro-

posed -amendments to extend unemployment compensation coverage to certain
previously uncovered workers: to increase the amount of the wage subject to
the federal unemployment tax, to increase the rate of such tax: and for other
purposes. The proposed Act is cited as the "Unemployment Compensation Amend-
ments of 1976" identified as H.R. 10210.

This statement is submitted on behalf of the Citrus Industrial Council, which
is a non-profit trade association, representing Florida Citrus Mutual and. its
16.000 Florida citrus growers, Florida Canners Association and its 50 members
which comprise all of the processors of citrus Juices in Florida. and the Florida
Citrus Packers which represents most of the citrus packing houses in Florida.

Thi. statement Is also submitted on behalf of the National Council of Agri-
cultural Employers which represents employers in all phases of agriculture
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who hire an estimated seventy-five per cent (75%) of the agricultural workers
in this country.

Our statement is confined solely to the itsue relating to unemployment cOX-
pensotion benefits for agricultural workers.

We Ligree with H.R. 10210 which provides unemployment compensation cover-
age for agricultural workers. Such coverage for agricultural workers, however,
poses a critical risk to both agricultural and non-agricultural employers' unem.ployment compensation tax rates. To avoid this risk, H.R. 10210 must be amended
to provide federal reimbursement to any state in which benefits paid to agricul-
tural workers is greater than the amount of unemployment compensation taxes
paid-by their agricultural employers (commonly called "overdraft"). Each statehas an employer maximum tax rate. Should the problem of excessive overdraft
occur in states with high agricultural employment, the overdraft will be picked

- up by an increased tax to the experienced rated non-seasonal employers (paying
less than the state maximum tax rate) consequently causing pressures to increase
the maximum state tax rate to the agricultural employer caused by the agri-
cultural worker coverage to the extent that agricultural employers could be
forced to pay a punitive tax rate. In the absence of a provision for a federal
reimbursement for overdrafts likely to occur in some states, the resulting risks
will leave us no choice but to urge that coverage for agricultural workers be
rejected.

We thoroughly reviewed the estimates of the cost of agricultural coverage
which suggest that the amount of benefits paid will be well within the revenues
generated in most states, only slightly exceed revenues in others, and that sub-
stantial overdrafts will, therefore, not occur in any state as a result of agricul-
tural coverage.

We are keenly aware of other evidence which persuades us that there is a defi-
nite risk that in some states the benefitspaid to agricultural workers will exceed
substantially the revenues generated by taxes, paid by their employers, payable
under the maximum state tax rates presently applicable. The risk about which we
are concerned is that the amount of those benefits may be two to as much as four
times greater than the revenues generated in some states and that a substantial
overdraft will, therefore, occur in such a state(s).

In spite of an intense study sponsored by the U.S. Department of Labor in
1970, no one can accurately predict the amount of benefits that will be paid as a
result of claims that will be filed by agricultural workers and we seriously ques-
tion the assumptions of the projections of the survey made in 1970. There are
substantial numbers of farm workers involved and it is impoqslble to predict the
Impact of unemployment coverage on the decision of the individual farm worker
as to-whether he or she will choose to follow the migrant stream in order to secure
additional agricultural work or will, instead, remain at his or her current location
and apply for unemployment benefits at the end of the tocal crop season. The deci-
sion of the individual farm worker will depend on a vast number of economic,
social, and personal factors which are highly variable and difficult to predict
since the amount of benefits that will be paid will depend on the combined net
effect of all those very personal individual decisions. The 1970 survey assumed
that unemployment compensation coverage would not deter agricultural workers
from migrating to other areas after a crop was completed.

It Is also obvious that overdrafts will occur whenever a disproportionate
number of farm workers choose to remain in a particular state and draw unem-
ployment benefits at the end of the local crop season rather than move on to other
agricultural Jobs in other areas as they have done in the past. It may be said
that there are not enough jobs in the area in which they choose to remain to
absorb them, and those who choose to stay will likely remain unemployed until
the beginning of the next crop season. The unemployment benefits such workers
receive will exceed substantially the unemployment taxes paid during the base
period by their employers in that stare. The resulting problem is that rated
employers (non-agricultural) in those states in which a disproportionate number
of farm workers elect to remain and draw unemployment benefits will be saddled
with the burden of paying higher state unemployment taxes to offset the overdraft
caused by claims paid to unemployed farm workers from other states. The prob-
lem cannot be prevented from arising since we must not interfere with the deci-
sion of the individual farm worker as to whether he or she will remain and
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draw unemployment benefits at the end of the local crop season or will, instead,
seek agricultural work elsewhere.

We must provide an effective solution when this occurs. The solution is to pro-
vide for federal reimbursement to a state in which an overdraft occurs as a
result of providing agricultural coverage. Viewed in relation to the total amount
of evenues generated by the federal portion of unemployment taxes, the amount
of deral funds required to effect this solution will certainly- be relatively small
since such overdrafts are unlikely in most states.

Conversely, viewed from the perspective of one of the handful of states which
is likely to be burdened by a substantial agricultural ovezilraft, the adverse im-
pact of absorbing the overdraft by increased taxes on rated employers (non-
agricultural) in that state can be quite serious.

Attached hereto is a chart extracted from the annually published statistical
tables of the State of Florida, Department of Commerce, that shows a twelve-
year record of the Florida citrus processing and packing industry, showing the
amount of contributions or taxes paid by each of the two segments of the indus-
try and the amount of benefits paid out to the employees of the firms in these
segments of the Florida citrus industry. It also shows the amounts of overdrafts
and an implied tax rate should there not be any tax rate limitation as now pro-
vided by the Florida Unemployment Compensation Law (4.5%-Florida maxi-
mum rate).

In the fresh fruit packing and processing segments of the Florida citrus
industry, employee makeup is very similar to the farm worker. The Florida
citrus industry, like other agricultural entities, is seasonal in nature and year-
round employment cannot be provided. As the chart shows, there is a built-in
"overdraft" when unemployment compensation coverage is extended to a seasonal
agricultural entity.

Also attached is an amendment that will provide the solution to the coverage
of farm workers in those states where overdrafts are likely to occur. The
attached proposal on reimbursement will not come into play where agricultural
overdrafts do not occur. The argument that agricultural overdrafts are unlikely
under a hypothetical group of assumptions made by the study sponsored by the
U.S. Department of Labor are not valid points. There is a sfinificant risk that
agricultural overdrafts will occur whenever the net effect of the personal deci-
sions of the individuals involved do not trac&kthose hypothetical assumptions
preclsly. Therefore, it is not necessary to decide whether agricultural overdrafts
are likely to occur in some states. It is only necessary to decide whether there is
a risk that they will occur.

The attached proposed amendment to M.R. IO0210 provides for such reimburse-
ment to those states If they so elect if and when an agricultural overdraft occurs.
If no overdraft occurs, there will be no federal reimbursement. Cnnsequently. no
statutory or administrative difficulties are being created to provide in advance
for the contingency that may occur. To the contrary, if no provision Is made for
that contingency, the adverse effect upon those states in which a substantial
agricultural overdraft thereafter occurs can be quite serious for those states.

We, therefore, urge the Committee t amend the provisions relating to agri-
cultural coverage to provide for federal reimbursement to a state in which an
agricultural overdraft occurs measured by the amount by which benefits nald
to agricultural workers in that state exceeds revenues received from unemploy-
ment taxes paid with respect to those workers.

We !lrre the Chairman and the Committee to consider carefully the merits of
thiq statement and act affirmatively on behalf of the agricultural employers who
will be affected by the proposed coverage of unemployment compensation for
their agricultural employees.

Sincerely. -
CLAuR 1W. O1HJ5eL ',IN.Rwec'uttte, TVic President.

Attachments.
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Average an-
nual implied

Amount of tax rate
Contributions Benefits overdraft (percent)

1962:
Citrus conning ............................ $867,966 51,973,844 $1,105,878 6.18
Citrus packing ............................ 607, U0 1,326,946 719,066 6.08

1963:
Citrus canning ............................. 771,774 2,061,635 1,289,891 7.53
Citrus packing ............................. 444,210 1,505,597 2,351,278 9.26

1964:
Citrus canning .......................... 8$52,:619 2,:020,022 1,167,403 7.46
Citrus packing ............................. . 54, 097 1 254,941 710,44 6.83

1965:
Citruscanning .......................... 1,114,807 1,527,203 412.396 4.98
Citrus packing .......................... 735,392 1,244,305 508,913 5.86

1966:
Citruscanning .......................... 1,305,537 1,550,269 274,732 4.67
Citrus packing .......................... 849,683 1,347.188 497,505 6.09

1967:
Citrus canning .......................... 1,467 265 2,007, 134 539, 869 4.91
Citrus packing .......................... 963:510 1,463,272 4", 762 5.88

1968:
Citrus canning ........................ 1,115,769 2,040,608 924,839 5.63
Citrus pcking ......................... 859,048 1,782,131 923, 083 7.891969:
Citruscanning ................................... 1,282,107 1,561,752 279,645 3.93
Citrus packing ...... * .......................... 859,189 1,309,108 449,919 5.97

1970:
Citrus canning .......................... 1,392,696 2,410,756 1,018,060 5.92
Citrus packing .......................... 885, 584 1,492,554 606,970 6.66

1971:
Citrus canning .......................... 1,569,442 2,868,510 1 299, 068 6.45
Citrus pecking .......................... 924,580 1,857,653 933,073 7.97

1972:
Citrus canning .......................... , 657,234 2,131,923 474,689 4.84
Citrus packing .......................... 1,063,247 1,639,603 636,356 5.98

Source: Extracted from the annual published statistical tables of the State of Florida, Department of Commerce.

FEDERAL PAYMENT OF OVERDRAFT

See. - Title IX of the Social Security Act (miscellaneous provisions re-
lating to employment security) is amended by adding at the end thereof the
following new section:

"SEC. 900. OVERDRAFT PAYMENT PROGRAM-AMOUNT PAYABLE

(a) (1) There shall be paid from the Federal unemployment account to each
participating State an amount equal to the excess of-

(A) the unemployment comper..ttlon paid under the State unemployment com-
pensation law during the calendar year and attributable to agricultural em-
ploymeqt, over

(B) an amount equal to the maximum rate of employer contributions wt1
respect to any employment subject to contributions under State law multiplied
by the aggregate of wages paid during such year for agricultural employment
and subject to contributions under State law.

(2) No payment shall be made to any State under this subsection unless-
(A) the State unemployment compensation law is certified by the Secretary

of Labor in accordance with section 3804 of the Internal Revenue Code of 1954;
and

(B) services in agricultural employment are treated, for purposes of wage
-credits given to employees and benefits paid employees, like other services per-
formed in such State which are subject to the State unemployment compensation
law.
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(8) -A State may elect to participate for any calendar year in the overdraft
program established by this section by filing a notice of such participation with
the Secretary of Labor at such time and in such manner as the Secretary may
by regulation prescribe.

PAYMENT ON CALENDAR YEAR BASIS

(b) The Secretary of Labor shall pay each calendar year to each State such
sum as he estimates the State will be entitled to receive under this section for
such year reduced or Increased, as the case may be, by any sum by which he finds
that his estimates for~any prior calendar year were greater or less than the
amounts which should have been paid to the State. Such estimates may be made
upon the basis of such statistical, sampling, or other method as may be agreed
upon by the Secretary of Labor and the State agency.

CERTIFICATION

(c) The Secretary of Labor shall from time to time certify to the Secretary
of the Tteasury for payment to each State the sums payable to such State under
this section. The Secretary of the Treasury, prior to audit or settlement by the
General Accounting Office, shall make payment to the State in accordance with
such certification, by transfers from the Federal unemployment account to the
account of such State in the Unemployment Trust Fund."

STATEMENT ON H.R. 10210 RELATIVE TO UNEMPLOYMET COMPENSATION BY
FLORIDA FRUIT & VEGETABLa ASSOCIATION

The Florida Fruit & Vegetable Association, 4401 R Colonial Drive, Orlando,
Florida, is an agricultural trade association representing growers who produce
more than a majority of the fruits and vegetables grown in the State of Florida.
This Association has long taken the position that we would not oppose coverage
of agricultural workers under appropriate State and Federal unemployment
insurance laws, provided it can be shown that this would be an economically
feasible program . . . In this respect, we fully back the Statement presented
to the Committee by the Citrus Industrial Council and the National Council
of Agricultural Employers in relation to Federal reimbursement to any State in
which benefits paid to agricultural workers are greater than the amount of
unemployment taxes paid by their agricultural employers (commonly called
"Overdraft").

This Statement is written to express our views on Title I, Part I, Section 111,
paragraph (b) (1) (B), which excludes from coverage, until January 1, 1979,
non-resident aliens legally admitted to the United States to perform temporary
agricultural work.

We wholeheartedly agree with this exclusion but believe it should be a per-
L-anent exclusion, not temporary only to January 1, 1979.

There are legal non-immigrant agricultural workers as defined under USC
Title 8, paragraph 1101. (a) (15) (H) (i1) (Immigration & Nationality Act), who
are admitted to the U.S. temporarily to perform services or labor where unem-
ployed persons capable of performing such services or labor, cannot be found In
this country, The certification for such use is made by the U.8. Department of
Labor and the approval for their Importation for a specifically defined period is
made by the U.S. Department of Justice's Immigration & Naturalization Service
before the workers are Imported. Both their employment for the stipulated
contract period in the U.S. and their departure from this country at the end
of the certified period Is guaranteed by the employer.

The workers Imported under this program are returned to their countries of
origin by the U.S. empolyers at the termination of employment and, therefore,
do not become a burden on the unemployment compensation program.

Employers of farm workers legaly brought in under these proi'rams should
not be taxed under the unemployment compensation program for these non-
immigrant temporary workers.
- There is a precedent for such an exclusion. Under the Social Security Act, there.
are various exclusions as Indicated in USC Title 42, paragraph 410(a). Included
under subparagraph (1) is an exclusion for "Servige performed by foreign agri-
cultural workers ... lawfully admitted to the United States from . . . Jamaica
and the other British West Indies, or from any other foreign country or posses-
sion thereof, on a temporary basis to perform agricultural labor."
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The same reasons the Congress in its wisdom saw fit to exclude the non-
immigrant, temporary agricultural workers from the Social Security Act are still
valid and would apply to their exclusion under unemployment compensation
laws such as HtR 10210.

Workers brought in temporarily to do agricultural work under USC Title 8,
paragraph 1101. (a) (15) (H) (1i) of the Immigration & Nationality Act, could
not obtain benefits under either the Social Security Act or the Unemployment
Compensation Act.

We respectfully request your favorable consideration of the deletion of the
words ". . . before January 1, 1979 . . ." in paragraph (b) (1) (A) (1), para-
graph (b) (1) (B) of Section 111 of Part I of Title I of H.R. 10210.

CITRUS INDUSTRIAL COUNCIL,
Lakeland, Fla., September 7, 1976.

Mr. MICHAEL STERN,
Staff Director, Committee on Finance, Room 2287, Dirksen Senate Office Building,

Washington, D.C.
DEAR MIL SmTaN: This statement is submitted for the record regarding pro-

posed amendments to extend unemployment compensation coverage to certain
previously uncovered workers: etc., cited as the "Unemployment Compensation
Amendments of 1976," identified as H.R. 10210.

This statement Is submitted On behalf of the Citrus Industrial Council, which
is a nqn-profit trade association, representing Florida Citrus Mutual and its
16,000 Florida citrus growers, Florida Canners Association and its 50 members
which comprise all of the processors of citrus Juices in Florida, and the Florida
Citrus Packers which represents most of the citrus packing houses in Florida.

This is to advise that the Citrus Industrial Council endorses the statement
to the Committee on Financ of the United States Senate from the Florida Fruit
and Vegetable Association, 4401 E. Colonial Drive, Orlando, Florida, regarding
their position on exclusions from coverage of non-resident aliens legally admitted
to the United States to perform temporary agricultural work.

Sincerely, CITRUS INDUSTRIAL COUNCIL,

CLARK M. GITISELIN,
Ea'eoutive Vice President.

Enclosures.

FLORIDA FRUIT & VEOETABLE ASSOCIATION,
Orlando, Fla., August 87, 1976.

Hon. RUSSzLL B. LoNo,
Chairman, Senate Finance Committee, Room 817, Russell Senate Office Building,

Washington, D.C.
DEAR SENATOR LoNG: We are attaching a Statement by this Association, ex-

pressing our views on HR 10210 with specific reference to Title I, Part I, Section
111(b) (1) (B).

We would appreciate your favorable consideration of the views expressed In
this Statement.

Sincerely yours, GOOE F. SORN,

Manager, FFVA Labor Division.
Attachment.

STATEMENT ON H.R. 10210 RELATIVE TO UNEMPLOYMENT COMPENSATION BY
FLORIDA FRUIT & VEGETABLE ASSOCIATION

The Florida Fruit & Vegetable Association, 4401 E. Colonial Drive, Orlando,
Florida, Is an agricultural trade association representing growers who produce
more than a majority of the fruits and vegetables grown in the State of Florida.
This Association has long taken the position that we would not oppose coverage
of agricultural workers under appropriate State and Federal unemployment In-
surance laws, provided it can be shown that this would be an economically feas-
ible program. ... In this respect, we fully back the Statement presented to the
Committee by the Citrus Industrial Council and the National Council of Agri-
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cultural Employers in relation to Federal reimbursement to any State in which
benefits paid to agricultural workers are greater than the amount of Unemploy-
ment taxes paid by their agricultural employers (commonly called "overdraft").

This Statement is written to express our views on Title I, Part I, Section 111,
paragraph (b) (1) (B), which excludes from coverage, until January 1, 1979,
non-resident aliens legally admitted to the United States to perform temporary
agricultural work.

We wholeheartedly agree with this exclusion but believe it should be a perma-
nent exclusion, not temporary only to January 1,' 1979.

There are legal non-immigrant agricultural workers as defined under USC
Title 8, paragraph 1101. (a) (15) (H) (11) (Immigration & Nationality Act), who
are admitted to the U.S. temporarily to perform services or labor where unem-
ployed persons capable of performing such services or labor, cannot be found in
this country. The certification for such use Is made by the U.S. Department of
Labor and the approval for their importation for a specifically defined period is
made by the U.S. Department of Justice's Immigration & Naturalization Service
before the workers are Imported. Both their employment for the stipulated con-
tract period in the U.S. and their departure from this country at the end of the
certified period is guaranteed by the employer.

The workers Imported under this program are returned to their countries of
origin by the U.S. employers at the termination of employment and, therefore,
do not become a burden on the unemployment compensation program.

Employers of farm workers legally brought in under these programs should
not be taxed under the unemployment compensation program for these non-
immigrant temporary workers.

There is a precedent for such an exclusion. Under the Social Security Act,
there are various exclusions as Indicated in USC Title 42, paragraph 410(a).
Included under subparagraph (1) is an exclusion for "Service performed by
foreign agricultural workers .. , lawfully admitted to the United States
from . . . Jamaica and the other British West Indies, or from any other foreign
country or possession thereof, on a temporary basis to perform agricultural
labor."

The same reasons the Congress In its wisdom saw fit to exclude the non-immi-
grant, temporary agricultural workers from the Social Security Act are still valid
and would apply to their exclusion under unemployment compensation laws such
as H.R. 10210.

Workers brought in temporarily to do agricultural work under USC Title 8,
paragraph 1101.(a) (15) (H) (ii) of the Immigration & Nationality Act, could
not obtain beenfits under either the Social Security Act or the Unemployment
Compensation Act.

We respectfully request your favorable consideration of the deletion of the
words "... before January 1, 1979 . . ." in paragraph (b) (1) (A) (1), paragraph
(b) (1) (A) (ii) and paragraph (b) (1) (B) of Section 111 of Part I of Title I of

H.R. 10210.

CALIFORNIA TAXPAYERS' ASsOCIATION,
September 8,1976.

As Executive Vice President of the California Taxpayers' Association, of which
there are about 1,300 members, I am writing to express our views regarding
H.R. 10210. We will appreciate your including our statement in your record of
hearings on the measure.

H.R. 10210 as passed by the House of Representatives makes a number of -
insurance.

1. It brings unemployment insurance protection to about nine and one-half
million workers who currently are excluded.

2. It bolsters federal tax revenues by raising the taxable wage base and
increasing the federal tax rate.

3. It liberalizes the extended benefit program by lowering the trigger point
which starts the payment of recession benefits, thus bringing the extra pay-
ments into operation more frequently than the current trigger does.

4. It sets up a National Study Commission charged with making a thorough
review of the federal state unemployment insurance system and recommenda-
tions for change.

Our members generally support H.R. 10210, holding that It Is a measure which
fits California law. Our state law already has anticipated much of the expansion
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of coverage. In 1975, the California Legislature brought farm workers into'the
unemployment insurance program and, several years ago, provided some un-
employment protection to most state employees. Also in 1975, the California
-Legislature acted to refinance the program here by raising employers' payroll
taxes by more than $600 million a year. That legislation provides for a $6,000
taxable wage base, comparable to the one called for in H.R. 10210.

The extended benefit trigger provision, however, does present a problem. The
proposed state trigger of an insured unemployment rate of four percent season-
ally adjusted that is called for in H.R. 10210 would ensure that the extended bene-
fit program would operate in California for all or most of every future year.

hThis would cost the state unemployment fund an average annual amount of $56.5
million and that cost would have to be matched by federal funds. We would
respectfully urge that the Senate Committee on Finance examine the trigger pro-
vision for the recession program operation to assure that the extra benefits only
are payable in times of high-level unemployment. It may be that the current
law should not be changed. Instead, the development of a trigger mechanism
which is responsive to unemployment conditions could be assigned to the
National Study Commission.

The basic concern of California employers with H.R. 10210 Is that the Senate
will make additional substantive changes in the House version of the bill.
Specifically, there are two issues we oppose:

1. Inclusion of a federal benefit standard which would require the states to
adjust their weekly benefit payments to a federally prescribed standard.

2. Increase in the taxable wage base above the $6,000 which is called for In
H.R. 10210.

The federal benefit standard would cost the California unemployment fund
an additional $240 million a year. The new benefit cost which would result could
not be met from the present tax on business which now approximates $1.5 billion
annually. That benefit standard provision if added to H.R. 10210 would either
(1) force the California program into bankruptcy, or (2) require a further tax
hike. More Importantly, perhaps, the California Legislature has been responsive
to the problem of keeping weekly benefits In line with wage changes. The top
weekly benefit moved up to $75 in 1972, then to $90 in 1974 and now is $104 start-
ing in 1976. The minimum weekly benefit of $30 is the largest in the country. Thus,
there is no need for a federal formula governing state benefit amounts. We
genuinely hope that the Senate Committee on Finance will oppose such an
amendment-to H.R. 10210.

We urge the Senate Committee on Finance to approve the $6,000 taxable
wage Imse that is proposed in H.R. 10210. Now, employers pay a federal
unemployment tax on payrolls which amounts to $21 annually for each
employee earning $4,200 a year. Under the $6,000 base and the rate increase
which H.R. 10'210 also proposes, the per employee tax will double, amounting
to $42 a year for each employee whose annual earnings are at least $6,000.
Because the. average annual insured wage in California exceeds $11,000 In
1976, the tax boost will apply to most payrolls. A doubling of the employer
tax appears to be as much as business can tolerate without having the taxes
constitute a deterrent to employment expansion.

In summary, we respectfully urge that the Senate Committee on Finance
adopt the provisions of H.R. 10210 with one exception. That exception is to leave
the trigger mechanism as it stands In current law and to refer the item of the
method of adjustment as an Investigative topic to the National Study Commis-
sion on Unemployment Compensation.

Respectfully submitted,
KIRx WEST,

Exeoutlve Vice President on behalf of
the Oalifornia Taopayers' Association.

STATEMENT SUBMITTED BY ASSOCIATED INDUSTRIES OF NEW YORK STATE, INC.,
IN REGARD TO H.R. 10210

Associated Industries of New York State is the major employer association
in the Empire State and represents over 2800 members.

In its deliberations on H.R. 10210, the proposed unemployed compensation
amendments of 1978, we ask the Senate Finance Committee to consider the
following: -

?4-15$ 0- 76 - 12
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The proposed increase in the FUTA tax rate to 0.7% and in the taxable wage
base to $5,000 is principally due to the large deficit in the federal extended
benefit account and to increases in administrative costs. These deficits in turn
are due to the constant extensions by Congress of more and more weeks of
benefits with no consideration given to their cost, the method of financing, or
the validity of their purpose.

After piling extension upon extension, waiver upon waiver, and creating a
vast debt that has now reached over $6 billion, Congress Is now considering the
financing of these present and future deficits.

It is Ironic that included in the proposed legislation is the establishment of
S a commission to study the federal-state unemployment compensation program, its

goals and objectives. And yet, in the same legislation, it is also proposed to make
far-reaching monetary and program changes before this study is undertaken.

The federal-state unemployment compensation program was set up to provide
benefits for short-term, temporary involuntary unemployment-unemployment
which could be attributable to an individual's involuntary loss of recent employ-
ment. The establishmen*-of the relief of such short-term unemployment as a
responsibility of employers to finance through a payroll tax could be justified
as an ingredient in the true cost of a product or service and thus a proper charge
to the cost of doing business. Employer responsibility for long-term unemploy-
ment, cannot be so established or Justified.

In normal economic times the present maximum benefit duration in most states
of 26 weeks is more than ample for the unemployed to canvass the labor market.
The many years of experience in the problems of long-term unemployment has
shown that those unemployed after six months are no longer unemployed pri-
marily because of their separation from their most recent employer-they are
unemployed either because the economy as a whole is in serious difficulty or
because they are unwilling to undergo or accept the changes necessary to become
employed.

The problems of such long-term unemployment, whether economic or personal,
are far beyond the scope of an employer-financed insurance program which is an
alleviative not a curative program. Employers thus have resisted and will con-
tinue to resist the imposition of payroll taxes to subsidize long-term unemploy-
ment. With no Justification as a proper charge to the cost of a product, it becomes
simply a payroll tax for welfare purposes.

Most employers supported the establishment of the permanent federal-state
extended benefit program as enacted by the Unemployment Compensation Amend- -
ments of 1970 and providing for an additional 18 weeks of benefits in times of
economic recession. While employers still believe such additional weeks were
outside their cost responsibility, the program was supported because it was hoped
that the enactment of a permanent program would end the rash of Ill-conceived,
ill-financed "emergency" legislation extending benefit duration heedlessly and
mainly for political purposes. Employers were sadly mistaken-the permanent
program has been added to and its triggers changed or waived on an "emergency"
basis time and time again in the five years the program has been in effect.

As stated heretofore, we point out that each of these extensions or waivers
has been enacted without providing for the financing of the additional costs.
That day of reckoning was postponed until now.

We also point out that the federal-state unemployment compensation program
worked well and was adequately financed when it was doing the Job for which
it was intended. Financing problems have only arisen since the program was
stretched to cover areas outside its original concepts.

Employers therefore strenuously oppose the imposition of the Immense In-
crease proposed in FUTA tax revenues intended prtln~pally to cover costs of the
FSB program which should never have been a charge to the unemployment
compensation program. The present deficits and future costs attributable to this
additional extended benefit program should be transferred to general revenues
where they truly belong.

While w(! r,.cognize that administrative costs of the unemployment compensa-
tion and employment service programs have increased greatly over the years and
perhaps may aped some additional funding, we point out that federal unemploy-
ment compensation tax funds are being used to finance administrative costs of
programs under the Employment Service which are entirely outside the unem-
ployment compensation system. These employer-financed unemployment tax funds
should only be utilized for costs In connection with the work test aspects of the
Employment Service, with administrative costs of the manpower, youth, etc.
programs financed from general revenue.
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In addition, the costs of administering the TICFI and UCX programs are also a
charge to the FUTA tax although at the present time only private employers are
subject to this tax. In proposing to extend coverage under the federal-state un-
employment compensation program to employees of state and local governments,
H.R. 10210 provides that the administrative cost of this new coverage should be
a charge to the governments involved, not handled under the FUTA tax. It thus
certainly follows that administrative costs in connection with the payment of
benefits to former federal employees and ex-aervicemen should now become pay.
able by the federal government out of general revenues, not charged to the FUTA
tax to which the government does not contribute. This also applies to those coats
attributable to benefit payments to former employees of nonprofit organizations.
Since these employers are not covered under the federal law-although coverage
is mandated for approval of state programs-they are also not subject to the
FUTA tax and thus are given a free ride administratively at the expense of pri.
vate employers.

Removing FSB from UC financing, permitting FUTA administrative financ.
ing only for UC purposes, and charging administrative costs to the federal gov-
ernment and nonprofits should certainly reduce the necessity for a large increase
in FUTA taxes. We recommend that the Senate Finance Committee give serious

--consideration to these needed reforms which would go a long way to defray addi-
tional costs on the private sector of our employment economy.

One justification which we understand has been off,'-ed for enacting an in-
- crease in the FUTA taxable wage base Is that it would assist the states to main-

tain better financing systems. This argument simply has no merit. Few states
have been slow to act when their experience has shown that additional financing
has been truly needed. This is evidenced by the fact that at least 21 states have
enacted an unemployment compensation taxable wage base higher than that un-
der the FUTA tax. Other states have preferred to revise their financing through
a change in tax rates rather than the wage base, which is their right, but this
right would be severely defeated by too harsh an increase in the federal wage
base. The states should be left as free as possible to determine-based on their
own experience and knowledge-the distribution of the state unemployment com-
pensation tax burden. A high federal wage base hampers this determination-
particularly for low-cost states.

The unemployment compensation tax-both state and federal-is a major busi-
ness tax and one of the most regressive. As a payroll tax it is a tax on the very
provision of jobs. In states such as New York with a depressed industrial econ-
omy, high state and local taxes, and high labor costs-with the latter leading
to high unemployment compensation costs-the additional cost placed on the
price of jobs through overly excessive federal unemployment compensation taxes
is of critical concern. Employers in this state are faced with the necessity of a
massive increase in state unemployment compensation taxes in the coming years
to rebuild this state's Fund which has been drained by benefit outlays totaling
$1.4 billion in 1975 and at least $1.1 billion in 1970. The imposition of nearly
$60 million in additional annual federal taxes would be a severe hardship and
would seriously undermine our efforts to revitalize the state's industrial economy

In addition, the effect of the proposed changes it the federal-state extended
benefit program incorporated in H.R. 10210 would be particularly severe in New
York State. Perhaps the triggers in this program-and especially the secondary
trigger-should be changed to make them more responsive to continuing high
unemployment. However, removal of any secondary trigger and total reliance on
a single low trigger point as proposed would effectively establish this state as a'
permanent member of this program."

A secondary trigger is necessary for the proper implementation of this program
as a tool for use in states suffering periods of abnormally high unemployment. Be-
cause areas of this country differ greatly in normal experiences with unemploy-
ment, the use of an insured unemployment rate figure as the program trigger
creates an obvious problem in that a figure which would be indicative for some
states will be too high or too low for others. The proposed 4 percent seasonally
adjusted rate is too low for New York and many other states which normally ex-
perience unemployment which can reach or exceed that figure. Thus only a second-
ary trigger can show that the unemployment rate in a particular state reflects
a period of unusually high unemployment.

A change in the triggers which will make extended benefits a way of life in
over one-third of the states in the nation is a major policy change in the unem-
ployment compensation program. It is more properly a determination which should
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be made by the study commission established by H.R. 10210. We therefore recom.
mend that the changes in tile extended benefit program be deleted from this
legislation.

SUMMARY OF RECOMMENDATIONS

In summary we recommend that the U.S. Senate Finance Committee take the
following steps in regard to H.R. 10210:

1. Transfer the FSB program and the deficits in the extended benefit account
attributable to this program to general revenue financing.

2. End FUTA financing of administrative costs of the Employment Service
which are not directly connected to the unemployment compensation program.

8. Charge the administrative costs of the UCFE, UCX, and nonprofit coverage to
the employers involved in those programs.

4. Reduce the financing changes in H.R. 10210 to reflect the needs of the program
with the above costs removed-with any increase in the FUTA taxable wage
base not to exceed $5,400.

5. Delete any change in the triggers or other provisions of the federal-state ex
tended benefit program, with any possible revision made a subject of study by tht
proposed unemployment compensation commission.

STATEMENT OF THE PUBLIc EMPLOYEE DEPART-fENT-AFI,--CIO

We appreciate the opportunity to testify on H.R. 10210, which we supported
in the House of Representatives. I am John E. Cosgrove, Director of Legislation
of the Department.

We are concerned with this important legislation because many thousands of
the 1.5 million members affiliated with the AFL-CIO Public Employee Depart-
ment, by our twenty-nine national unions, literally have their bread and butter
at stake.

In December, 1974, Congress enacted Public Law 93-567 extending unemploy-
ment compensation coverage to all wage and salary workers. The legislation
included public workers not covered by earlier enactments. But this particular
coverage expires in March, 1977.

Since 1954, employees of the federal government and the Postal Service have
been entitled to unemployment compensation benefits under the laws of the
states of their last employment. But until 1974 other employees in state and
local governments had no right to those benefits.

All told, there are about 7.8 million local government workers who will not
qualify for benefits after temporary coverage expires.

This situation highlights a related problem-the unreasonable discrimina-
tions which exist under current state laws. Employees in state hospitals are often
covered; employees in city hospitals are not. Maintenance workers in state
higher education facilities may be covered; maintenance employees in local school
districts are not. The same is true of the two "types" of employees assigned to
libraries, sanitation operations and highway activities. The disparity rests solely
on which public unit is their employer.

Certainly the effect of Joblessness is the same for all employees. There is no
logical explanation, of which we can conceive, for treating groups of employees
diffrently simply because they have a different government employer. Twenty-
nine states (including the District of Columbia) now cover all their state, but
only eight include local government employees. Twenty-two do not provide any
public employee coverage. Yet, the needs of all unemployed individuals for in-
come to care for basic needs. such as food, housing and clothing, are similar. Un-
employed public employees, at whatever level of government, must feed, clothe
and house families at all times-as do other workers. The pressing need for basic
necessities is not suspended because the jobless worker happens to be a public
employee. I

The initial coverage of unemployment compensation, in the private sector. has
been repeatedly broadened, particularly in 1954 and again in 1970. Between those
years there iias provided (1954) coverage for federal civilian employees and
(1958) ex-servicemen. The 1070 amendments, extending coverage to agriculture
proceisors, non-profit organizations, state hospitals and state institutions of
higher education, were welcomed. Following implementation of all these changes,
in 1972 it was esil-mated that 12 million workers were still left without protection.
Most of these, 7.8 million-as noted before-were local government workers. We
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now have extension of coverage to some state employees, as noted, but not usually
to their counterparts who work for local government.

The Congress, it its wisdom, has already provided for federal workers.
Workers employed by other political jurisdictions deserve the same protection.

We, of course, are grateful that in December of 1974 Congress enacted Public
Law 93-507. The pressing problem of course is that the coverage for all public
employees not otherwise covered Is on an emergency basis and expires March 31,
1977, unless extended by H.R. 14970 on which the Ways and Means Committee
has not acted. Because of the urgency of providing permanent coverage to public
employees, we ask, as a matter of high priority, the approval by this Committee
and, we trpst adoption by the Congress, of H.R. 10210. This 111 will provide ier-
manent coverage to public employees.

The AFL-CIO Executive Council noted, on this question, in part: "Unem-
ploymient compensation protection should be extended on a permanent basis to
all wage and salary workers, including... all public employees".

How pressing is the problem? The unemployment rate of government (includ-
ing federal) wage and salary workers in non-agricultural industries is higher
than for any yearly average rate since (1950) data has been published. These
figures are from the Bureau of Labor Statistics.

Over the last 12 months the slight improvement in the official rate of unem-
ployment for the aggregate economy has not been shared by public sector workers.
Between August 1975, and August 1976, the official unemployment for the ag-
gregate has decreased by (0.6%) 582,000 workers. At the same time the official
unemployment for government workers increased over the year from 622,000
to 704,000. The number of unemployed government workers between August, 1975
and August, 1976 increased by an additional 82,000. Based upon the second
quarter unemployment level for government workers of 722,000 as compared to
the first quarter's level of 678,000 it can be seen that the lagged Recession im-
pact upon state and local government workers ts continuing and the Recession
for these workers is deepening.

The 704,000 government workers unemployed In August, 1976 is- s noted-by
far the highest unemployment level ever recorded in August since such statistics
began to be compiled back in 1950. In fact, over the 25-year period, 1950-1974,
unemployment in August among government workers has averaged only 212,000
or 2.1 percent. Therefore, the unemployment for August, 1975, of 622,000 and
August, 1976, of 704,000 are historically high.

Unfortunately, there is a strong surge in the trend toward even worsening un-
employment among government employees. Over the last four quarters the unem-
ployment rate for government employees moved from a level of approximately
630.000 to 640,000 during the second, third and fourth quarters of 1975, upward
to 678.000 in the first quarter of 1976. climbing to an historically high figure of
722.000 during the second quarter of 1976. At the same time, the official U.S.
aggregate unemployment level declined from 8,087,000 in the second quarter of
1975 downward to 7,912,000 by the fourth quarter of 1975, declining further to
7,014,000 by thesecond quarter of 1976.

The sharp deterioration between the first-quarter of 1976 public employee
unemployment level of 678,000 and the second quarter figure of 722.000 shows
that the true impact of the severe economic Recession in the general economy
is still gaining momentum in the public sector. Further, the August 1976 surge
to 7.9 percent in the aggregate economy unemployment rate suggests a continuing
Impetus toward further declines In public sector activity and a further deepen-
Ing of the Recession.

It Is invitable that the increased layoffs in the public sector reaching, as
noted, highs well after crests In the private sector, diminished severely the
quality and quantity of government services at the local level.

While we urge a federal benefiftstandard and a tax bape of $8.000 for purposes
of the unemployment Insurance program, we emphasize the Importance of

---- broadened scope of coverage. We urge coverage of farm workers, domestic work.
ers and of employees of non-profit organizations. Most Importantly, from our
particular point of view. Is the permanent coverage, approved by the House of
Rvirpsentotives, of nublic employees.

We earnestly solicit the permanent extension of this coverage by the Senate
in action on this timely and vital legislation. Public employees deserve the same
protetion provided workers in the private sector as a matter of equal social
Justice. We trust that this can become law during the present Congress.
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THE SHADE TosAoco GROWERS AGRICULTURAL ASSOCIATION, INC.,
. , windor, Conn., September 10, 1976.

Mr. MICHAEL STERN,
Staff Director, Committee on Pinance, ...
Dirk8en Senate Office Building,
Washington, D.C.

DEAR Ms. STERN: This letter is to support the position taken by the Citrus
Industrial Council, Florida Canners Association, Florida Citrus Packers and
the National Council of Agricultural Employers as outlined in a statement filed
with the Committee on Finance on August 31, 1976.

The Shade Tobacco Growers Agricultural Association, Inc. represents over
90% of the 4,000 plus acres of shade grown cigar wrappers produced annually
In the states of Massachusetts and Connecticut. The members of tle Association
employ several thousand workers year round, an average of 4,000 for the months
of April through June and September through November, and over 15,000 dur.
ing the months of July and August when the harvest is at its peak. The amend-
ment suggested by Mr. Ghliselin to I.R. 10210 would provide an equitable method
to protect any of the states if an overdraft as described In Mr. Ghiselin's state-
ment occurs.

Sincerely yours,
ANTHONY F. AMENTA,

Executive Director.

SEPTEMBER 3, 1970.
Mr. MICHAEL STERN,
Staff Director, Committee on Finance, Dirkaen Senate Ofice Buildinji, Wash.-

ington, D.C.
DEAR SIR: It has come to our attention here in western Nebraska that it is

contemplated to extend unemployment compensation to agricultural workers.
In my opinion this is a further disservice to the American taxpayer and would
lead to labor difficulties and complications in agriculture per se:

1-We have enough trouble trying to get help, particularly in seasonall labor
of the summer. As In other types of employment the practice would undoubtedly
be exploited by those who are looking for something for nothing. As we have a
great deal of seasonal demand for labor, this includes hay work, harvesting, beet
labor, etc., workers would be able to work one, two or three months and then
collect unemployment for the prescribed amount of time.

2-This, of course, places the hiring farmer and rancher In competition with
the government, for if there was work to be done and the unemployment com-
pensation would pay any where near equal wages, most would not work. We see
this repeatedly here In Bridgeport, where we have a gravel dredging operation
which works during the summer months and these workers do not look for or
take other Jobs until their unemployment compensation runs out.

S-Our migrant worker program in which laborers from the South come up
seasonally to hoe and thin beets, would claim unemployment compensation when
they return to their homes as long as possible.

I feel keenly that this would prove an additional hardship on the taxpayers,
the people who hire, and further compounds the philosophy of, in cowman's
terms, "tailing up people" so that in the long run they become accustomed to the
public dole and will not support themselves by standing on their own feet.

4. As in all of these parasite programs, we feel that the "back" should stop
somewhere; for between inflation, the spiraling cost of farming and ranching,
the Increased taxes and the government sanction of permitted strike programs
throughout the nation which continue to light the spark of inflationary spirals,
we who produce In agriculture cannot carry added burdens such as unemploy-
ment compensation without exhausting our resources,__hoth physical and eco-
nomical.

We have Just lately laid to rest one more poorly thought out program-OSHA-
and now another threatens to take its place. I, therefore, as a cattleman of
300 head and farmer-rancher of 3,800 acres, decry this entire program and ask
that it be negated at the Washington level. '.

Sincerely,
GbomI P. POST.



177

WZS? VInOINIA MANUFACTURER ASSOCIATION,
Charleston, W. Va., September 7, 1976.

Re: UnemploypAt Compensation Amendments of 1976-H.R. 10210.
Hon. Russ.L D. Lowo.
Chairman, Committee on Finance, U.S. Senate, Dirkaen Senate Office Building,

Washington, D.C.
Daz SENATm Loxo: Since we will not be in attendance at your hearing on

September 8. 1976, relative to the captioned, we submit the following comments
which represent the views of members of the West Virginia Chamber of Com-
merce and the West Virginia Manufacturers Association.

For most of the past thirty years the State of West Virginia has experienced
the highest unemployment rate of any state in the Union. Today, West Virginia
has one of the few solvent state unemployment compensation funds. West Vir-
ginia is also one of the states that has reached the, suggested federal minimum
standard for benefit payments. Because of this long record of troublesome un-
employment, the maintaining of a solvent fund, coupled with high compensation
for the unemployed, we believe that your committee will want to consider these
facts as you consider H.R. 10210.

We believe that to impose a X6,000 wage base on the State's system will im-
pose an unnecessary high tax oa West Virginia employers.

The most uncalled for provision in H.R. 10210 is the four percent state trigger
for activating extended benefits. This trigger is so low that its true effect is to
Impose by federal law a longer duration of benefits than is necessary or desirable
under most conditions.

Very truly yours,
Roamn G. WORSDN,

PreSident.
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Appendix B.-Staff Data and Materials on Unemployment
Compensation Amendments of 1976 (H.R. 10210)
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' Based an maximm duration of benefits (26 weeks in mostShtt fr regular program). Persons with less substantial worktistoimay quat w orteduratin.
' Repayable loans from general revenues are available to cover

shortage in these accounts.

0
BENEFITS UNDER EXISTING UNEMPLOYMENT COMPENSATION PROGRAMS

Prormn Benefit duration Funding 2 When in effect

Regular State programs ...... 1st to 26th week of un- 100 percent from State At all times.
employment unemployment ac-

counts.Federal-State extended ben- 27th to 39th week of un- 50 percent from State, High levels of insured un-ef it employment. 50 percent from Fed- employment-nationally
eral unemployment ac- or in specific State.
counts.Emergency unemployment (a) 40th to 52d week of (a) 100 percent from (a) Temporary program:benefit. unemployment. Federal unemploy- expires Mar. 31,

ment accounts. 1977; effective only
when extended pro-
gram in effect and
State insured unem-
ployment rate is at
least 5 recent.(b) 53d to 65th week of (b) 100 percent from (b) Same as (a) but effec-unemploymet. Federal unemploy- tive only if State in-

ment accounts. sured unemploy-
ment rate exceeds is
at least 6 percent
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I. Description of the Present Unemployment Insurance Program

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

THE STATUTES

The unemployment insurance system in this country is the product
of Federal and tate legislation. About 87 percent of wage and salary
workers are covered by the Federal-State system est~ilished by the
Social Security Act. The Federal taxing provisions are in the Fed-
eral Unemployment Tax Act, chapter 23 of the Internal Revenue
Code (FUTA). Railroad workers aie covered by a separate Federal
program. Veterans with recent seviwe in the Armed Forces nd
civilian Federal employees are covered by a Federal program, chap-
ter 85, title 5, United States Code, with the States paying benefits as
agents of the Federal Government.

The Federal provisionsin the Social Security Act and the Federal
Unemployment Tax Act establish the framework of the system. If a
State law meets minimum Federal requirements, (1) employers re;
ceive a 2.7-percent credit against the 3.2-percent Federal payroll tax,
and (2) the State is entitled to Federal grants to cover all the neces-
saiT costs of administering the program.

Section 3304 of the Internal lRevenue Code of 1954 providesthat
the Secretary of Labor shall approve a State law if under the State
law: .

(1) Compensation is paid through public employment offices or
other approved agencies;

(2) All of the fuiids collected under the State program are de-
posited in the Federal Unemployment Trust Fund (title IX of
the, Social Seurity Act prescribes the distribution of the tax
among the various accounts of the trust fund) ;

(3) All of the money withdrawn from the unemployment fund
is'used to pay employment compensation or to refund amounts
erroaleously paid into the Fund;

(4)' Compensation is not denied to anyone whp refuses to ac-
cept work because the job is vacant as the direct result.of labor
.dispute, or because the wages, hours or conditions of work are sub.
standard, or if as a condition of employment, the individual would
have to join a company union or resign from or refrain from join-
ing a labor union;. (5) Compensation is paid to employees'of FUTA tax-exempt
nonprofit organizations who employ 4 or more workers in-each
of 20 weeks of the calendar year and of State hospitals and in-
stitutions of higher education (with specific limitations on benefit
entitlement for teachers, researchers, and administrators in in-
stitutions of higher education);

(6) Compensation is not payable in 2 successive benefit years
to an individual who has not worked in covered employment after
the beginning of the first benefit year;

4
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(7) Compensation is not denied to anyone solely because he is
taking part in an approved training program;

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

(9) The only reasons for cancellation of wage credits or total
benefit. rights are discharge for work-connected misconduct, fraud
or receipt of disqualifying income;

(10) Extended compensation is payable under the provisions
of the Extended Unemployment Compensation Act of 1970:

(11) The State participates in arrangements for combining
wages earned in more than one State for eligibility and benefit
purposes;

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

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

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

An employer is subject to the Federal unemployment tax if, during
the current or preceding calendar year, lie employed one or more
individuals in each of at least 20 calendar weeks or'if he paid wages
of $1,500 or more during any calendar quarter of either such year.

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

Employment is defined as service performed within the United
States, on or in connection with an American vessel or aircraft, and
service performed outside the United States for an American em-
plover. This service, however, is subject to a long list of exceptions
which ixenerallv coincide with the provision of law relating to the
definition of employment for purposes of the old-age, survivors and
disability insurance program (title II of the ,pcial Skecurity Act and
chapter 21 of the Internal Revenue Code of 19.54,,Major exceptions
are agricultural and domestic employment and most\ mplonent for
StRt and local governments. \

Title III of the Social Security Act provides for payments from
the Federal unemployment fund to the States to meet the necessary
cost of administering the unemployment compensation programs in
the States and the costs of operating their public employment offices.
Under this title, the grants are restricted to those States that have

-been certified bv the Secretary of Labor as providing:
(1) Methods of administration (including a State merit sys-

tem) which will insure full payment of unemployment compen.
sation when due; "I

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

(8) 'For fair hearings to individuals whoso claims for unem-
ployment compensation have been denied;

(4) For the payment of all funds collected to the Federal
Unemployment Trust Fund;

5
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(5) That all of the money withdrawn from the fund will be
used either to pay unemployment compensation benefits, exclusive
of administrative expenses or to refund amounts erroneously puid
into the fund; except that, if the State law provides for the
collection of employee payments, amounts equal to such collec-
tions may be used to provide disability payments;

(6) For making the reports requIred by the Secretary of
Labor;(7) For providing information to Federal agencies adminis-
terint public work programs or assistance through public
emtplovment:

(8) For limiting expenditures to the purposes and amounts
found necessary by the Secretary of Labor; and

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

FINANCING TIE PROGRAM

Under the provisions of the Internal Revenue Code, a tax is levied
on covered empl6yers at a current rate of 3.2 percent on wages up to
$4,200 a year paid to an employee. The law, however, provides a
credit against Federal tax liability of 2.7 percent to employers who
pay State taxes under an approved State unemployment compensation
program. This utdit is allowed regardless of the tax paid to the State
by the employer. Because all of the States now have an approved
unemployment compensation program, the effective Federal tax is
0.5 percent. This Federal tax is used to pay all of the administrative
costs, both State and Federal, associated with the unemployment
compensation programs, to provide 50 percent of the benefits paid
under the Federal-State Extended Unemployment Compensation Act
of 1970, to pay the costs of benefits under the Emergency Unemploy-
ment Compensation Act of 1974, and to maintain a loan fund from
which an individual State may borrow (title XII of the Social Secu-
rity Act) whenever it lacks funds to pay the unemployment compen-
sation benefits due for a month. In order to assure that a State will
repay any loans it secures from the fund, the law provides that when
a State has an outstanding loan balance on JIanuary I for 2 consecutive
years, the full amount of the loan must be repaid by November 10
of the second year or the Federal tax on employers in that State will
be increased for that year and further increased for each subsequent
year that the loan has not ton repaid. Under a provision of Public
Law 94-45 a43-year (1975, 1976, and 1977) suspension of the increases
in tax rates is permitted for a State which the q-ecretary finds has taken
appropriate steps (a) to restore the fiscal soundnew of its program and
(b) to provide for repayment of outstanding loans within a reasonable

period of time.
All States levy taxes on employers within the State. Three States

(Alabama, Alaska, and New Jersey) also collect contributions from
employees. These taxes are deposited by the State to its account in the
unemployment trust fund in the Federal Treasury, and withdrawn as
needed to pay benefits. On December 31, 1975, the total reserve of the

6
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:7 States Which had not exhausted hlir reserves was .$1-.4 lillion. The
ot her 15 States; were Supp]eientiIig their State unmp loyment tax col-
lections with loans from tile Federal account in order to imeet belnefit
payments. As of August 15, 1976, the number of States exhausting
tle'ir res ves ha( increased to 21, which at that time had borrowed
$3.1 billion.
8/amlard rates

'The standard rate of co1rilbtioi under all but eight State laws is
2.7 ptr,'eit. In! New ,Jerey'. the standard rate is 2.8 percent : Iawaii,
Oliiko and Nevada, 3: and Montana, :3.1. In Nevada the 3 percent
lte iapplies only to unrated employers. In Idaho the standard rate is

2.1 percent if the ratio of tile unemployment fund to the total payroll
for the fi.al year is 4.75 Ircent or more: when the ratio falls below
this point, the standard rate vitries between 2.3 and 3.3 percent. Kan-
.,,s has ito standard contribution rate. although employers not eligible
for an exprience rate, and not considered as newly covered, pay at
ill' laxllinlln rate.
F,'dewl reqiur, ments for expei'-;e m e rating

The Federal lawv initially allowed employers additional credit for a
lowered rate of contribution n if the rates were based on not less than 3
'ears of "experience with respect to unemployment or other factors

hearing a, direct rehtion to unemployment isk." In 1954 the 3-year re-
tjuirement was relaxed anti States were permitted to assign a reduced
rate. ased on tlivir "experience," to new and newly covered eniploy-
ers who had at. least. 1 year of experience immediately preceding the
computation date.. Since 1970. States may also grant. reduced rates (but
not less than 1 percent) for mwly covered employers.
Stale rqurermn tits for ep)e)w e MWting

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

In most. States 3 years of experience with unemployment means
more than 3 years of coverage and contribution experience. Factors
affecting the iimne requ ired to become a "qualified" enlployer inclh do
(1) the coVerag.e provisions of the State law ("at any time" vs. 20
weeks) : (2) in States using benefits or benefit. derivatives in the Cx-
perienee-r-ating formula. tiw type of base period and benefit year and
the lag between these two periods. which determine how soomn a new
employer may be changed for benefits: (3) the, tyel of formula use4l
for I-ate detelrminations ; (4) the length of the period between the date
is of which rate coniplitationis are imaide and the effective (late for rates.
Taxable waqe base

Twenty-two States have adopted a higher tax base than the $4.200
nowv p)vipoided in the Federal unemployment Tax Act. In all States an
employer pays a tax on wages paid to each worker within a calendar
year ul) to the amount. specified in State law. In addition, most, of tile
States provide an automatic adjustment of the wage ba,e if the Fed-
eral law is amenled to apply to a higher wage base than specified
under State law.

7
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As a rcstilt of the many variables in State taxable wage base and tax
rates, benefit formulas and economic conditions, actual tax rates vary
greatly among the States and between individual employers within a
State.*In 1976 the estimated average tax rate for all the States was
2.5 percent of taxable wages, ranging from a high of 4.7 percent in
Massachusetts to a low of 0.6 percent in Texas, both on a taxable wage
base of S4.200. Tax rates as a percentage of total wages ranged from i
high of 3 percent in Puerto Rico to 0.2) percent in Texas. The national
average tax rate, as a percentage of total wages was 1.2 percent.

COVERAGE;

The F'ed'eral Ullemploynent Tax Act alplies to enlllflO,'els w1lo
enlplov one or more employees in covered employment in at least i20(
weeks in the ciirrent, or preceding calendar year or who pay wages of
$1.500 or more during any calendar q(linrtel: of the current o" Preeed-
ing calendar year. State legrislatures tend to cover employers or em-
Jlot* int ..ulject to the Federal tax ilcau.,-. while there is; no)
Col) -itolll to do so, failure to do so is of no advantage to the State and
a disadva mtage to the enll hoyers involved. While States generally*
cover all eml)loyment which is subject to t fe Federal tax. they al-o
cover sonic eliploy'nent which is exetmlt front tie tax.

Although the extent of State coverage is gr(at ly influenced btv the
Federal statute, each State is. with a sinle exception, free to deter-
mine the emlplovers who are liable for contrilmtions and the workers
who accrue rights under the laws. TIe sole exception is the Federal
requirement that States provide coverag-e for enlljoyees of lion-
I)rofit organizations ad of State hospitals and institiltimtnom of higher
Iearniini even though such employment is exeinl)t from 1 'TA. Cov-
erage is generallv defined in teris of (a) the size of the emllovitng
unit's payroll orlthe number of days or weeks worked during a calen-
dar year: (b) the employment relationship between the workers and
the employer, and (e) the place where the worker is employed. Cover-agre under the laws is limited by exclusio of certain typesof eml>loy-
meat. In most States. however. coverage can be extended to exellided
workers under provisions which permit. voluitary election of coverage
by emnllOvers.

Thirtv-one States have adopted the 1 federal definition of employer:
that, is. i quarterly payroll of $1.500 in the calendar year or precedilg
calendar year or one worker in 20 weeks. Eight states provide tile
broadest possille coverage by ineludiig all employer,; who havee aniy
covered s ,rriee in their eminlnov. The other Staes have reqliirelment of
less than 20 weeks or payrolls other than $1,500 in a calendar quarter.

EXCTI,'ON5s FRO'M COElRAG1:

Thi following tvles nf eillilovilleut :i 'e :reli -inl1v r exemot foilll co'-
e'nai!e Iliidor FI'TA. altlholiLYl certain States have provided coveragire
for Q0omlr of the excluded services.

(1) Aqr;milf mure la or.-State laws generally exclude agricultural
labor front coverage, except in five States.

(0) Pomest,; serire.-Four States cover personal or domestic serv-
ice in private homes, college clubs, or fraternities. Thie remaining
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States exclude domestic service ill private homes and 11o1.t of them
exclude college clubs, fraternities, and sororities.

(3) Service for relathde. .- All States exclude service for an em-
ployer by his s pouse, or minor tlhild and, except in New York. service
of an individual in the employ of his son or daughter.

(.;) Exempt 7nprofit Oqa, ;zatwlo-., ,State'hospitals. an/d ;.-f//)i-
t;o1,1 of hlher eduw-1ton.- ithollghi the 1970 alheiidllielt, provided
CO'eragcT of certain services performed for nonprofit organizations
and for State hospitals and institutions' of higher edwa tion. tlie
aniendmnents perliit the States to exclude certain services from State
coverage. Services perforiiiel for a chiirch, ('onvention, or a..sociat ion
of chui rches. or an organ ization operated primarily for religious iur-
)oses may Ix! exempt. Also the State may exempt services performed
)y a (ll ordained. comnissioned. or licensed minister or a member of

a religious order; ini the employ of a school which is not an inst itut ion
4)f higher education by tli beielivciarius of the pi'ogram in a facilit.v
con(luct i7n a Trogra in of reha ahilitation for persons vhose ,ar ing
cal)acity is impaired or in a (Government sponsored work-relief or
work-training program: or by.v inljiates of correct ',:al institute ions emi-
ploved in a hospital connected with the institution.

(5) Scrvce of students and stpoms, s of students.%-l ioi to I le 1970
anliendments, service in the employ of a school, college or univer-ir v by
a student enrolled and regularly attending classes at such .-chool was
VxCluded from the ]ITT'A defi nition of employment. The 1970 aieinl-
ueits retained this exclusion and also excluded service l)e-foil-lled

after l)eeenlier 31, 1969, bv a studenIts spollse for the School, college
or university at Wlich the student is enrolled and regularly attending
,.lasses, provided the spouse's eni ploymieit is u nder a, l)riograiii (hcsiaiied
to give financial assistance to tile student, and the spoi,-e is ad\vi.el
that the employment is under suh student-assistance progla Ii and is
not covered ilv any program for Iniemployment insurance. Al:(o ex-
cludd(l after 1)ecemher 31, 1969. is service performed for a eml)loyer
other than a school. college, or university by a full-t ine student uIiler
tie age of 22 in a , ork-study prograi[i provided that the service is
an integral part of an educat ional )rogrami.

(6) ASerrike of patents for hospdtals.-The 1970 amendments ex-
cluded from the" FlI'TA definition of emplloyment service perfonled
for a hospital after 1)eccellr :11, 1969, by patients of the hospital.
Such sei'ervice iay be excluded from coverage under the State law
whether it. is performed for a hosl)ital which h is operated for profit or
for a State hospital which must be. covered under the State law.

(7) Service for Federal instrumentaVlte s.-An amendment to the
FUlI'A. effect ye With respect to services performed after 191. permits
States to cover Fedleral inst ruImental it ies which are tit her wli )l no
partially owned by the U nited States, nor exempt from the tax im-
)osed under section 3301 of the Internal Revenue Code by virtue of

any other provision of law which specificlillV refers to such sect ion of
the; (ode in granting such exemptions. All States excel)t New Jersey
have provisions in their laws that. perlilit tile coverage of Service )er-
formed for such wholly privately owned Federal instrumentalitio.

(8) Service for State and local goveriments.-Although the Fed-
eral act requires that certain service for State hospitals anld State in-
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stitutions of his.her education be covered under the State law, it col-
tinues to exclude from coverage other service performed for State and
local governments or their instrumentalities.

All States cover at least those categories of workers required to b'
covered under the Federal law-and most States provide some form of
coverage for other State and local government workers. About one
half ofthe States provide mandatory coverage for all State employees
and permit election of Coverage I)y municipal corporations or other
local government si|l)(ii,ions. Several States, in addition to covering
their own government workers. also provide mandatory coverage for
special groups of workers employed by their inst runment alities or po-
litical subdivisions.

(9) Maritbne workers.-The FUTA and most State laws initially
excluded maritime workers, principally because it was thought thaft
the Constitution prevented tile States from covering such workers.
Sui preme ('ou.rt decisions in Sftanlard -rcdginq Corporation v. Mur-
phy and internaiomal Elevator Company v. /urphy, 319 T.S. :'06
( 1943). were interl)reted to the effect that there is no such bar. In 1946
the FIT TA was amended to permit any State from which the ol)era-
tions of an American vessel operating on navigable waters within and
without the United States are ordinarily regularly supervise(l,
managed, directed, and controlled, to require contributions to its un-
employment fund under its State unemployment compensation law.
Most, States now have such coverage.

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

(11) I'oluntary coverage of exchded e-mnployme?d8.-In all States
exel)t, Alabama, Massachusetts, and New York, em players, with tile
al)proval of the State agency, may elect to cover most types of em-
povmnent which are exeipt under' their laws. The Massa('husetts law,
however, does permit services for nonprofit organizations to be covered
on an elective basis and the New York law permits employers to elect
coverage of agricultural workers under certain conditions.

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

BENEFIT RIGIITS

There are no Federal standards for benefits, qualifying require-
ments, benefit amounts, or duration of regular benefits. 'lence there is
no common pattern of benefit provisions coml)arable to that in cover-

10
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age and financing. The States have developed diverse and complex for-
iulas'for determining workers' benefit rights.

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

The qualifying wage or employment provisions attempt to measure
the worker's attachment to the labor force. To qualify for benefits as
an insured worker, a claimant must have earned a specified amount of
wages or must have worked a certain number of weeks or calendar
quarters in covered eln)loynent within the base, period, or must have
met some combination of wage and employment requirements. Ile must
also be free from disqualification for causes which vary among the
States. All but a few States require a claimant to serve a waiting
period before his unemployment may be compensable.

All States determine an amount. payable for a week for total unem-
l)Ioyment as defined in the State law. Usually a week of total unem-
p)loyment is a week in which the claimant l)erforms no work and
receives no pay. In a few States, specified small amounts of odd-job
earnings fire disregarded in determining a, week of unemployment. In
most States a worker is partially unemployed in a week of less than
full-time work when he -earns less than his 'eekly benefit amount. The
benefit payment for such a week is the difference between the weekly
benefit amount and the part-time earning s, usually with a small allow-
ance as a financial inducement to take part-time work.

The maximum amount of benefits which a claimant may receive in a
- benefit year is expressed in terms of dollar amounts, usually equal to a

specified lumber of weeks of benefits for total unemployment. A par-
tially unemployed worker may thus draw benefits for a ireater number
of weeks. In several States all eligible claimants have thic same poten-
tial. weeks of benefits; in the other States, potent ial duration of benefits
varies with the claimant's wmes or emplonmmet in the base period, u)
to a specified number of weeks of benefits for total unemployment.
Q1i.fying 'wages anld e m ployme n t

All States require that an individual inmst have earned a specified
amount of wages or imiust have worked for it certain period of time
within his base period, or b)oth, to (J1lalify for benefits. The purpose
of such qualifying requiremmients is to restrict benefits to covered
workers who are genuinely attached to the labor force.

(1) Multiple of the weekly bci/lt or high quarter wages.-Some
States expreSs their earnings requirenienit in terms of a, specified mmml-
til)le of the weekly benefit amount. Such States have a weekly )enefit
formula based on high-quarter wages. Most of the States with this
tyl)e of qualifying requirement add a specific requirement of wages in
at least two quarters which applies especially to workers with large
high-quarter earnings and maximum veeklyN benefits. Many of the
States with a lhigh-quarter formula have an additional requirement of
a specified minimum amount of earnings in the high quarter. Such
provisions tend to eliminate from benefits part-time and low-paid
workers whose average weekly earnings might be less than the State's
minimum benefit.

11
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(2) Flat qualifying amount.-States with a flat minimum qualify-
ing amount include most States with an annual-wage formula for de-
termining the weekly benefit and some States with a high-quarter wage
benefit formula.

In all these States any worker earning the specified amount or nj, re
within the base period is entitled to some benefits. Of the States with
a flat qualifying amowit and a high-quarter formula, about half re-
quire wages in more than one quarter to qualify for any benefits. Others
do not require any wages in a quarter other than the high quarter to
qualify for benefits.

(3) Weeks of eimployment.-More than one-fourth of the States ie-
quire that an individual must have worked a specified number of weeks
with at least a specified weekly wage.

(4) R equa-/fyiiq requiremen.ts.-Al States that have a lag between
the base period and benefit year place limitations on the use of lag-
)erio( wages for the purpose of qualifying for benefits in the second

benefit year. The purpose of these sl)ecial provisions is to prevent bene-
fit entitlement in 2 successive benefit years following a single separa-
tion from work.
Wait nag period

The waiting period is 1 week of total or l)artial unemployment in
which the worker must have been otherwise eligible for' benefits.
All except 10 States require a waiting period of 1 week of total 1mm1-
employment before benefits are payable.
Benefit eligiblity and disqualification

All State laws provide that, to receive benefits, a claimant must be
able to work, must be seeking work and must be available for work.
Also he must be free from disqualification for such acts as voluntary
leaving without good cause, discharge for misconduct comected with
the .work, an(I refusal of suitable work. The l)Ur)ose of these provi-
sions is to limit payments to workers unemployed primarily as a result
of economic causes.

In all States, claimants who are held ineligible for benefits because
of inability to work, unavailability for work, refusal of suitable work,
or disqualificationn, are entitled to a notice of determination and an
appeal from the determination.
Benefit computation

(1) Weekly benefit amount.-All States except New York measure
unemployment in terms of weeks. The majority of States determine
eligibility for unemployment benefits on the basis of the calendar
week (Sulnday through the following Saturday) ; the rest pay benefits
onl the basis of a flexible week, which is a period of 7 consecutive (lays
beginning with the first day for which the claimant becomes eligible
for the payment of unemployment benefits. In New York, uneml)loy-
ment is measured in days and benefits are paid for each accumulation
of "effective days" within a week.

(2) Formulas for computing weekly beneflts.-Under all State laws
a weekly benefit amount, that is, the amount payable for a week pf
total unemployment, varies With the worker's past wages within cer-
tain minimum and maximum limits. The period of past wages used

12
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and the formulas for computing benefits from these past wages Vary
greatly amog the States. In not of the States the formula is designed
to compensate for a fraction of the full-time weekly wage; i.e.. for a
traction of wage loss, within the limits of minimum and maximum
benefit amounts. Several States provide additional allowances for cer-
tain types of dependents. Most of the States use a fornanla which bases
benefits on wages in that quarter of the base period in which wages
were highest. lis calendar quarter has been selected as the period
which niost nearly reflects full-time Work. A worker's weekly benefit
rate, intended to represent a certain proportion of average weekly
wages in the higher quarter, is computed directlyy from these wages. In
13 States the fraction of high-quarter wages is 1'26. Between time mini-
11111111 and nmaximimum benefit amounts, this fraction gives workers with
13 full weeks of employment in the high quarter 50 percent of their
full-time wages. Some States provide,a variable fraction of wages
which gives a higher percentage to lower-paid workers than to those
with higher earnings levels.

13
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WEEKLY STATE UNEMPLOYMENT COMPENSATION BENEFITS
FOR TOTAL UNEMPLOYMENT

Required total earn-
Weekly benefit amount' ings in base year 2 Mini.

mum
Average For For work in

(calen. mini. maxi- base
Mini. Maxi- dar year mum mum year

State mum mum 1975) benefit benefit (weeks) 3

Alabama ........ $15 $90 $61 $522 $3,491 2Q
Alaska ........... '23 ' 120 74 750 8,500 2
Arizona .......... 15 '85 69 562 2,906 2
Arkansas ........ 15 100 59 450 3,169 2Q
California ....... 30 104 68 750 3,308

Colorado ........ 25 114 81 750 3,420
Connecticut ..... '20 1 165 76 600 4,400 2Q
Delaware ........ 20 125 73 720 4,500
District of

Columbia.....114 139 93 450 4,761 2Q

Florida .......... 10 82 62 400 3,240 20
Georgia......... 27 90 61 972 3,240 2Q
Hawaii.......... 5 112 78 150 3,360 1
Idaho ............ 17 99 65 520 3,185 2Q
Illinois .......... 15 ' 135 78 1,000 3,168 2
Indiana .......... 35 115 -64 500 2,850 2

Iowa ............. 10 116 74 600 2,410 2Q
Kansas .......... 25 101 65 750 3,030 2
Kentucky ........ 12 87 64 344 2,736 2
Louisiana....... 10 90 62 300 2,700
Maine ........... 17 119 57 900 1,977 2Q

Maryland ........ 1 13 89 73 360 3,168 2Q
Massachusetts- 1 20 1 152 73 1,200 3,926
Michigan ........ '18 ' 136 81 350 3,150 14
Minnesota ....... 18 113 69 648 4,050 18
Mississippi ...... 10 80 48 360 2,880 2Q

Missouri........ 15 85 66 450 2,550 2Q
Montana........ 12 94 58 455 3,653 2
Nebraska ........ 12 80 65 600 2,100 2
Nevada .......... 16 94 71 528 3,488
New Hampshire. 14 95 61 600 7,800 2Q

New Jersey ...... 20 96 76 600 2,850 20
New Mexico..... 16- 78 55 501 2,503 2Q
New York ........ 20 95 73 600 3,780 20
North Carolina.. 15 105 59 565 4,076 2Q
North Dakota.... 15 107 61 600 4,280 2Q

See footnotes at end of table.
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WEEKLY STATE UNEMPLOYMENT COMPENSATION BENEFITS
FOR TOTAL UNEMPLOYMENT-Continued

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

mum
Average For For work in

(calen- mini- maxi. base
Mini. Maxi. dar year mum mum year

State mum mum 1975) benefit benefit (weeks)$

Ohio ......... '$16 '$150 $79 $400 $5,960 20
Oklahoma ....... 16 93 56 500 3,588 2?
Oregon .......... 28 102 66 700 8,120 1
Pennsylvania.... 118 1 133 81 440 4,920 2
Rhode Island.... '31 120 68 920 3,620 2S

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

Vermont ......... 15 96 67 600 3,820 20
Virginia ......... 20 103 66 720 3,708 2Q
Washington..... 17 102 71 1,550 2,619 16
West Virginia.... 14 128 59 700 13,250
Wisconsin ....... 23 122 80 748 4,114 17

Wyoming ........ 10 95 64 800 2,350 20
Puerto Rico . 7 6.0 40 150 1,800 2Q

'Amounts include dependents' allowances in 11 States which provide such
allowances (in the case of minimum benefits the table assumes 1 dependent).

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

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

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

Alternative requirement is 600 hours of employment.

Note: Data in table correct as of August 1976.

luration of behtefts
(/) Unifovn duration of beneflti.-Nine State laws have unliforll

duration and allow potential benefits equal to the same inultiplh of
the weekly benefit amomiit (20 weeks iii 1Perto Rico, 30 weeks in
1ennsylvania, and 26 weeks in the other seven States) to all claim-
ants who meet the quali fying-wage requiremnent.
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(2) Formulas for variable (luration.-The other State laws provideaximui poteIltial duration of benefits in a benefit year equal to

multiple of the weekly benefit (26 to 39 weeks of benefits for total
duaeipolen ), but. h ave anotler limitation onl annual benefit. For
wxanle. benefits pavalle may be limited to 5 s speeified oereStage of
total inaSe-perio1 earnings orthe limit may be based on the number
of weeks worked i the base pfrio oa

(3) iimum, weeks of bevefits.-In four States with variable
duration andl a high-quarter benefit, forl-1a, a ni inmi num11ber of
Weeks (duration (10 to 15) is specified inl the law. Inl other States thme
uminimni potential annual benefits result, froni the miinimuml qu1alify-
ill,, wages andl the dunration fraction or from a schedule.

(4) Mlaxmin, weeks of beve/its.-NMaximum weeks of benefits vary
from )20 to 39 weeks, most, frequently 26 weeks.

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

DURATION (IN WEEKS) OF REGULAR UNEMPLOYMENT
BENEFITS'

Earnings in
base year

Minimum Maximum required for
potential potential maximum

State duration duration benefits 2

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

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

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

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

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

Earnings in
base year

Minimum Maximum required for
potential potential mimauxm

State duration duration benefits2

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

Missouri ................ 8 26 6,630
Montana ................ 13 26 3,653
Nebraska ............... 17 26 6,180
Nevada .................. 11 26 7,329
New Hampshire ......... 26 26 7,800

New Jersey .............. 15 26 4,988
New Mexico ............. 18 30 3,898
New York ................ 26 26 3,780
North Carolina .......... 13 26 8,190
North Dakota ............ 18 26 7,490

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

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

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

Wyoming ............... 11 26 7,917
Puerto Rico ............. 20 20 1.800

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

2Based on maximum weekly benefit amount paid for maximum number of weeks.
Note: Data in table correct as of August 1976.
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II. Federal-State Extended Unemployment Compensation
Act of 1970

The Enployment Security AImeldmnts of 197) (P)ublic Law 91-
373) established a l)erinanent programs to pay extended benefits during
periods of high unemploynent to workers who exhaust their basic
entitlement to regular State unemployment compensation. As a (,o1-
dition of Fedleral approval of the State's unemployment insurance
progrram, States were required to establish the new program by Jan-
uary 1, 1972, and all State, have done so. The FederalGovernment
and the States each pay )0 percent of the cost of benefits under this
program.

These extended benefits are paid to workers only during an "ex-
tende(d benefit" period. Such a period can exist either on a national or
State basis by tie triggt iing of either the national or the State "oil"
indicator.

National "on" indlcator.--Tihere is a national "oni" indicator when
the seasolally adjusted rate of insured unemployment for the whole
Nation equals or exceeds 4.5 percent in each of the 3 most recent
calendar months.

SWtate "on." indicator.-There is a State "on" indicator when tlie
rate of insured unemploynent for the State is at least 4 percent but
only if it equals or excels, duriu'g a ioviing 13-week period, 120 per-
cent of the average rate, for the corresponding 13-week period in the
)receding 2 calendar yealr.

Temporary propLz0-s.--he )erinanent ]aw provisions governinjig
the State andl national "on" and "off" indicators have been suspended
frequently. Under the terms of the current temporary provisiolls,
States may elect. (until 1)ecenber 31, 1976) to have the national indi-
cators based on an insured unemployment rate of 4 percent rather
than 4.5 percent. Also, until March 31, 1977, each State may elect to
base its indicator solely on the 4 percent insured unemployment rate
factor without regard to whether the rate is 20 percentt higher than the
corresponding rate in the 2 prior year-s. As aL practical matter, the
national rate is expected to remain above the permanent law national
indicator rate of 4.5 percent through the end of 1977.

l'xtended benefit per;ol.-An extended benefit period in a State
begins after there is either a State or' national "on" indicator, an11d
continues, until the trigger conditions are. no longer met, but the
minimum period is 13 weeks.

Beneflt..-I)uring either a national or State extended benefit period,
the State is required to provide each eligible claimant with extended
comupensation at the individual's regular weekly benefit, Vmount.
Benefits under the Federal-State program are limited to not riore
than 13 weeks per individual.

Il. Emergency Unemployment Compensation Act of 1971

Public Law 93-57'2 (the Emergency Unemployment Compelnsation
Act of 1974) created a new temporary emergency unemployment
compensation program. As mod ified 1)v suisequent legislation, this
p)rogramn provides a third tier of protection for workers in States with
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high ullekll0oyiielit levels who exhaust their benefits under t he reg-
ular State prograin and the Federal-St ate Extended Invii lploymeIt
('ompensat ion Act.

('omlw nsation ltahv| tlie program is la.ablh in a State having an
agreement wit lit he Secretary and experiencing the required unemploy.
nen levels, forI weeks of unemployment. beginning after 1974. ()nce

triggered, the period during which elnergeney compensat ion van Iefmid in the State will remain in effect for at'least 26 weeks, but no
benefits are payable after March 31, 1977. The cost. of the emergency

benefits payments will be met, by repayable advances from Federal
general revenues to the extended uneniployiment colmlensation account
in the Federal I TlnelIiployment Trust Fund.

To be eligible for conipeiisation under the Ei'mergency I iinplov.
miient. ('omlensation Act. an individual rimust have exhausted all rights
to regular lnvl~n lovymelt insurance benefits 'and to extmilled l menfits.
In States with al i1in.u1red Inempllloynllt rate of 6 percent or moe
anr eligible individual is entitled potent ially to emergency beinetits for
up to the number of weeks of his total regullar Ibenefit entitlemiient. Ilt
not more than 26 weeks. III States with ail insiled ||nilIlployl(liet rate
of less than 6 percent, emergency benefit entitlement is limited to one-
half of regular prograin entitlement, a maximum of 13 weeks. The
program tei-iminates (subject. to the '26-week minimum du rat ion ) wheii
tle State insured uinemployment rate falls below 5 percent. 'lhe weekly
benefit. amount is the same as for State regular and Federna-State
extended compensation.

If tili individlual is drawing benefit s wldii the insured ulnm llov||ivlt
rate (rops below 6 percent, or below 5 percent. and the changes would
affect his entitlement, a sl eial provision assu res thlit lie will receive
at. hist. 13 weeks of additional bmefits unless his enititlement would
have ended sooner even if the rate lid not declined.

An individual who applies for leinvfits under the Enwirtrency I Tieni-
ploynient, ('Onpen3ation Act of 1974 is rvtuired as a condition of eli-
gibility to be either participating in or to have applied for a job-train-
Ing program, if the Secretary of Labor has (leternline(l that the idi-
vid all's 'occupational skills need upgrading or broadening, .

The emergency uhieniploymenit compensation program goes into ef-
fect ill a State only when extended unemployment benefits are also pay-
able in the. State.' However, the extended program is currently "trig-
SIee on" in all States since the mandatory national "on" indicator of
4.5 percent has been exceeded, and this situation is expected to count inuoe
well beyond the March 31, 1977. expiration (late of the eimer'er'y
beriefits program.
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STATE INSURED UNEMPLOYMENT RATES
EMERGENCY BENEFITS

FOR EXTENDED/

Below 5 percent (regular and
extended benefits only, 39 week
maximum)

5 to 5.9 percent (emer.
Sency benefits up to
2d week)

6 percent and over
(emergency benefits up
to 65th week)

Colorado
Delaware'
District of Columbia
Florida
Georgia'
Idaho'
Indiana
Iowa '
Kansas
Kentucky'
Louisiana
Maryland
Minnesota'
Mississippi
Missouri
Montana'
Nebraska
New Hampshire
New Mexico '
North Carolina
North Dakota 1

Ohio
Oklahoma
South Carolina
South Dakota
Tennessee'
Texas
Utah '
Virginia
West Virginia'
Wisconsin
Wyoming

Alabama
Arizona
Arkansas
Montana
Oregon

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

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

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

A special, temporary, gneral fund program originated by t lie Com-
mittee on I ior and Public \Velfa i, provides eileit s con pm ralbh il
amount to Uneil)loimenti ('Ol)ens1ition benefits to indiVidIaIs who
are not eligible fo: regildar unemployment l)enefits but who would
have been eligible if their prior employment had been covered under
the regular program. This program was enacted in 1974 and is sched-
liled to expire at the end of t976. Many of the beneficiaries of this
special assistance program qualify under it on the basis of employment
which would be covered under ihe regular unemployment compen-
sation program starting in 1978 under H.R. 10210.
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B. Unemployment Compensation Amendments of 1976 (H.R. 10210)
Description of the House-Passed Bill
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HI.R. 10210 as Passed by the House of Representatives

I. Summary of Major Provisions

If.R. 10210 was passed by the House of Rel)resentatii'es on July 20,
1976. It would require States to exteid ullenploynlent comn sensation
lprtection to certlin categories of" in(li vi(uals no10w coverec( only at
State option and ilre'ause the aiiiial amount of wages subject to 1Ped-
eral and State unemployment taxes from $4,200 to $6,000 per employee.
11w bill would alo 1omolifV the requirelwits for triggering the Fed-
,ral-State extended benefit plrgrail into and out of el)Oration in the

States. establisl a nalioIl st l(l (.Ol comllission o1 111 lhlfyment com-
Iplensat ion. and 111lke a i lber of ot1cr cllangs which are summarized
below and are described in detail in succeeding parts of this document.

A. CoEitwx. PROvISIONS

Form iorkers.-The bill would, in effect, require the States to ex-
lend the coverage of their unemployment compensation programs to
il-hide agricultural work performed for an employer who has four or
nmre emplO'ees in each of 20 weeks in a year or who pays wages of
at least $10,000 in any calendar quarter. Aliens who are admitted to
the United States on a temporary basis to perform contract agricul-
tural labor under the )rovisions of the Immigration and Nationality
Act would not be covered until January 1, 1980. When farm labor
is sup)jlied by a crew leader, the farm ol)erator would be treated as
the employer unless (1) the crew leader is registered under the Farm
Labor Coitractor Registration Act, or (2) the crew oel~rates or main-
tains tractors, harvesting equipment, crop-dusting equipment, or sim-
ilar mechanized equipment.

'The States would not. be required to lroi(le the new coverage until
January 1, 1978. However, if a State should provide the required new
coverage at an earlier (late, the cost of any unemployment compensa-
tion benefits paid after January 1, 1978,'on the basis of the earlier
coverage would be paid with Federal funds from general revenues.

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

Hou1seh old work-ers.-The bill would, in effect, require the States to
extend the coverage of their unemployment compensation programs to
dome,,tic workers employed by households that pay wages ofat least
$600 in ary calendar quarter.

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

The Department of Labor estimates that $180 million in addi-
tional benefits would be paid in fiscal 1979 under this provision.

employees of State and local government.-The bill would re-
quire the States to provide unemployment compensation coverage to
all employees of State and local governments. Exceptions, however,.
would be allowed for:
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(1) Elected officials or officials appointed for a specific term or
on a part-time basis;

(2) Members of a legislative body or the judiciary;
(3) Members of the State National Guard or Air National

Guard;
(4) Emergency employees hired in case of disaster; and
(5) Inmates in custodial or penal institutions.

Eah State would determine for itself how to finance the benefits
which would be payable; an employing agency could be required to
make periodic payments similar to the taxes paid by private em-
ployers or it couldpay the actual cost of the benefits paid to its former
employees. The Federal unemployment tax, though, would not be
levied.

The State laws would be required to contain a, provision prohibiting
the payment of benefits to teachers and professional employees of
schools during vacation periods and until 1980 would be allowed to
provide a similar prohibition for nonprofessional employees of
schools. The States would not be required to provide unemployment
compensation for employment prior to January 1978. However, if a
State should provide the new benefits on the basis of earlier service.
the cost of the, resulting benefits (after January 1, 1978), would be
paid with Federal funds from general revenues.

The Department of Labor estimates that $210 million in additional
unemployment compensation would be paid in fiscal 1979 under this
provision. I

A'mployees of nonprofit elemteta? y and serondary sehools.-The
bill would require the States to extend the coverage of their unemploy-
inent compensation programs to employees of nonprofit elementary
anti secondary schools (presentI law requires coverage for employees
of institutions of higher education). The provisions for nonpayment
of benefits to school employees mentioned in connection with em-
ployees of State and local governments would apply to employees of
non profit schools.

The States would not be required to provide the new coverage until
January 1. 1978.

V;rqin Is/ands.-The bill would extend the Federal Unemp!oy-
ment compensation laws to the Virgin Islands as soon as various
requirements of membership in the Federal-State system could be met.

B. FNAN-CINO PRovsIOxs

Tax base.-The bill would increase the Federal unemployment tax-
able wage base to $6,000. This change, would require, in effect, that
the States tax for unemployment compensation purposes the first
$6,000 (rather than $4 200) in wages paid I)y an employer to an em-
ployee. The provision would be effective January 1, 1978.

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

Tax rate.-The net Federal unemployment compensation tax would
be increased from 0.5 percent to 0.7 percent starting January 1, 1977,
and ending with the earlier of (1) December 31, 1982, or (2) the end
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of the year in which all of the advances to the extended unemployment
compensation account have been repaid.

The Department of Labor estimates that enactment of this provi-
sion would result in $0.8 billion of additional Federal taxes being
paid in fiscal 1979.

Federal reimbursements to the Stotts.-lhe bill would make two
changes in the way Federal reimbursement of certain Staf- costs are
determined. In determining the amount of reimbursable administra-
tive costs, no longer woul account be taken of amounts attributable
to administering the program as it relates to employees of State and
local governments.

In determining grants to States for the payment of benefits under
the extended benefits program, amounts would not be included to
compensate for the payment of benefits to employees of State and
local governments. ( Un der the extended benefits program, benefits
are paid for the 27th through the 39th week of unemployment; one-
half of the cost of these benefits is paid from Federal unenl)loynlent
insurance funds.)

The Department of Labor estimates that enactment of these provi-
sions would reduce Federal payments to the States by $8 million for
fiscal 1979.

Admances to States.-Under present law, whenever a State finds
that it will not have funds available to pay unemployment compensa-
tion for ftnv 1 month it may borrow the necessary funds from the
Federal Unemployment Trust Fund. Each request for a loan can be
for 1 month only. The bill would permit a single loan request to
cover a 3-month period.

The change would be effective en enactment.
(ET'A empoyees.-The bill would authorize reimbursement from

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

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

sion would cost $11 million for 1977.

C. OTHER PRovIsIoNs

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

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

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

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

The provision of present law requiring that the State, insured
unemployment rate also be 120 percent of the rate for the correspond-
ing period in the 2 preceding years would be eliminated on a perma-
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nent basis. This requirement has been suspended tiroulout iuost of
the period since enactment of the extended benefits program.

Disqualification for pregnaiwi.-lhe bill would prevent, the States
from disqualifying a woman fMr unemployment coi)peIlsation solely
because she is, or recently has beeti. pregnant.

The new provision would l)e effective for years after 1977.
Professional athletes and illeqal aliens.-'lie bill would req iire the

States to include in their employment compensation laws a
provision specifically precluding the' payment of unemployment
compensation :

(1) To a professional athlete between two plain, seasons if h
has "reasonable assurance" of reemployment inl the following sea-
So): anld

(2) 'o an alien who was not lawfully ad~lit ted to the United
States.

The new requirement would be effective for years after 1977.
Appeals by Federal employees.-The bill would permit unemployed

former employees of the Federal Government to uuse the unempfov-
ment compensation appeals process of the State under whose laws
their benefits are determined.

Commission on unem7)loyrent compen.qalion.-The bill would
establish a commission to study the unemployment compensation pro-
gram and to issue a report not later than January 1. 1979. The mem-
bers of the. Commission would be appointed by the President (7
members, including the chairman), the President" pro tempore of the
Senate. (3 'Members) and the Speaker of the House of Representatives
(3 Members).

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

I. Coverage Provisions of 11.R. 10210

IT.R. 10210 as passed by the ffouse of Representatives would bring
under the Federal-State unemployment compensation system the
greater part of those jobs which are now exempt from the Federal
unemployment tax and are consequently not now covered under
State programs except to the extent that States have voluntarily
elected to provide such coverage. Under the Hlouse bill, atz'icultural
an(l domestic work would 1)e covered through the traditional approach
of making the Federal unemployment tax applicable to such employ-
ment. Employment for State and local governments nnd employment
for nonprofit elementary and secondary schools, however, would re-
main exempt from the Federal unemployment tax, but States would
be required to provide coverage under State law for such jobs.

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

Employment

Numbers (in Percent of
thousands) total

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

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

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

Remaining uncovered under H.R. 10210. 2,590 3
Small firms ................- 200
Sm all farm s ........................... 906
Dom estics ............................. 1,060
Nonprofit organizations., ....... ...... 324
O ther .................................. 100

Based on most recent available data (1974) modified to reflect some ex.
tensions of coverage since that time, notably, coverage of farm employment in
California.
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Present nd Proposed Unemployment Insurance Coverage of Wage and Salary Employment
Under H.R. 10210
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A. FARM WoUEns

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

Comparison of Agricultural Coverage Provisions

Provision
1 1. t Y210 -----------------

('lifornia I ----------------

lNstrlet of Columbia -------
Ilaw aili -------------------
Minnesota- -
Puerto Rico ................
Title 11 of Social Security Act

Definition of employer for coverage purposes
Four or more workers in 20 weeks or payroll of

$10,000 In any quarter.
One or more workers and payroll of $100 per

quarter.
One or more workers at any time.
Twenty or more workers in20 weeks.
Four or more workers in 20 weeks.
One or more workers at any time.
Any farm employer but only with respect to

eml)loyees who work 20 or more days per
year or earn $150 or more annually.

I Benefit proviRlons suspended at present because of Special Unemployment Assistance
program.
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Deflidtion of employer.-''he number of jobs which would be coy-
ered if unempjloyment (oml)ensation is extended to agricultural em-
)oyll'mentl (epenlls on tihe definition of employer. If eiliplo"er were

defined as aln individual who hires one or more workers in each of 20
weeks in a year or who pays wages of 1,500 in any calendar quarter
about. 34 percent of the farm eml)loyers and 98 I)ercent of workers
would be covered. This is the definition which now applies to nonfarm
emplovmiient.. Under tile definition contained in the Ilouse 1ill as it
was reported by tile Ways and Means Committee--four or more eii-
iloNces in each of 2) weeks in a year or wags of $5.000 or more in any
calendar quarter-about 7 percent of the employers and 61 percent of
the employees would be covered. A House floor amendment modified
the (lefinition in the House bill to four or more workers in each of 20
weeks or wages of $10,000 or more in a calendar quarter. Under this
definition, about 6 percent of farm employers and 59 percent of farm
employees would be covered.
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EXTENT OF AGRICULTURAL COVERAGE UNDER THREE DEFINITIONS OF EMPLOYMENT

H.R. 10210

4 or more workers
in 20 weeks or

Total farm $10,000 in any
employment quarter

Alternative definitions

4 or more workers 1 or more workers
in 20 weeks or in 20 weeks or
$5,000 in any $1,500 in any

quarter quarter 2

.Agricultural employers: 3
N Number .........................

Percent ......................................
Average employment: 3

Num ber ...................................
Percent ......................................

986,000
100

1,158,900
100

60,700
6

683,200
59

69,000
7

710,100
61

332,840
34

1,134,873
98

I This definition was included in the bill H.R. 10210 as reported by
the Ways and Means Committee. The definition now in the bill was
substituted by a House floor amendment.

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

3 Estimates as of 1977.
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Crew eaders.-A persistent problem in the past, in devising pro-
)osed coverage for agricultural workers has been how to best insure

the payment of contributions and reporting of necessary information
for the payment of benefits to eligible farmworkers employed by crew
leaders. This problem is particularly difficult with respect to crew
leaders who are employers of migratory workers. When this problem
was faced son)v vears ago in connection with title IL of the Social
Security Act, the'law was written to specify that the crew leader would
be responsible foi' collecting tle eml Joye tax and for paying the em-
ployer tax. The high geographic mobility of crew leaders made en-
forcement dillicult. Wheni the Administration sent its 1975 )ro)osal.
for covering farniworkers under uneml)loyment compensation, it
suggested that the farm operator be considered the employer for plr-
poses of paying unemployment compensation taxes. Ai exception was
proposed for mechanical harvesting crews, crop dusters, et cetera, who
supply mechanical equipment along with the crews to operate and
maintain the equipment, in which case, the "crew leader" wouhl be the
employer.

13I"der the Ilouse-passed bill, the crew leader would be considered
the employer and thus be responsible for paying the unemployment
tax and submitting the required reports if lie was involved ii pro-
viding the service of mechanized equipment-crop dusting, niecha-
nized harvesting. et cetera-or if he was registered tinder the Farm
Labor Contractor Registration Act. Since that act now requires
registration for most 'rew leaders-an exception is made for those
operating both within a 25-mile radius of their homes and for no
more than 13 weeks per year-thle House bill would generally make
fhe crew leader the employer. r'lhe bill provides, however, tlat the
farm operator would be considered as the employer in cases where
the crew leader is in fact the farmer's own employee and in cases
where the farmer and the crew leader have a written agreement tinder
which the farm operator will act as employer for unemployment
compensation purposes.

Noneoverage of aem.-The House bill would exempt from un-
employment comivelsation coverage certain aliens who are brought
into the United States on a temporary basis to work during l)eak
agricultural crop seaons. This exemption from coverage would ex-
pire .January 1, 1980. Tle House report indicates that the tempo-
rarv nature of this provision arises from concern that employers
wo ld be encouraged to hire aliens rather than domestic workers
because of the alien exemption from the unemployment tax. Under
the social security program such aliens are also exempt from tile 11.7
percent FICA tax.

Cost of agricultural coverage.-I.R. 10210 would extend coverage
under State, unemployment compensation programs to 327,000 farm
workers who are not now covered. Employment would be covered
effective Januarv 1. 1978. If a State elects to pay benefits on the basis
of employment prior to that date which is not covered under present
law. the cost of benefits paid starting January 1978 on the basis of
that employment will be paid from Federal general revenues. (Until
July 1. 1978, the bill also provides for Federal payment of the cost
,f benefits ba.sed on employment during the first 6"months of 1978.)
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This provision is expected to require Federal general revenue expendi.
tures of $160 million in fiscal year 1978 and $30 million in fiscal year
1979.

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

(in millions)

Amount
reimbursed

from Federal
Total general

Fiscal year benefits I revenues '

1978 .................................. $220 $160
1979 ................................. 220 30
1980 .................................. 220 0
198 1 .................................. 220 0

I Includes regular and extended benefits.
3 Under special provision described above where States provide

basis of employment prior to July 1, 1978.
benefits on the

B. STATE AND LOCAL GOVERNMENT EMPLOYEES

Under present Federal laws, the States are required to l)rovi(le
unemployment insurance for employees of State -operated hospitals
and institutions of higher education. In addition, about one-half of
the States have gone 'Teyoml the, Federal requirements and provide
inandatory coverage for State employees and permit local govern-
ments to opt for coverage. Nine States, Connecticut, Florida, Hawaii,
Iowa. Michigan,l Minnesota. 'Montana, Ohio, and Oregon require cov-
eragl of both State and local government employment. The 11ouse bill
would require coverage of all State and local emplovees. The follow-
ing tables show the extent of coverage under State law as shown by a
1973 study.

PERCENTAGE OF STATE AND
PLOYEES COVERED BY STATE
(OCTOBER 1973)1

LOCAL GOVERNMENTAL EM-
UNEMPLOYMENT PROGRAMS

State
employees

T otal ............................

A labam a ..............................
A laska .................................
A rizona ................................
A rkansas ..............................
C aliforn ia .............................

See footnotes at end of table.

34

76

50
24

100
100
100

Local
employees

22

1
6
6
0

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

State Local
employees employees

Colorado .............................. 58 0
Connecticut ........................... 100 100
Delaware ......... 100 16
District of Columbia ................... 100 NA
Florida ................................ 100 100

G eorgia ............................... 50 1
H aw aii ................................ 100 100
Idaho .................................. 100 13
Illinois ................................ 100 0
Ind iana ................................ 50 5
Iow a ................................... 10 0 1
K ansas ................................ 43 1
Kentucky .............................. 44 0
Louisiana ............................. 100 1
M aine ................................. 38 0
M aryland .............................. 65 1
M assachusetts ........................ 56 0
Michigan .......................... 100 100
Minnesota ......................... 100 100
M ississippi ............................ 4 1 (2)

M issouri .............................. 49 0
M ontana .............................. 100
N ebraska .............................. 100 ('1
N evada ................................ 4 1
New Hampshire ....................... 100 3
New Jersey .................... 34 0
New Mexico ......................... 39 0
N ew York .............................. 100 3
North Carolina........ .......... .. 52 0
North Dakota .......................... 42 3
O hio ................................... 100 100
O klahom a ............................. 100 0
Oregon..... .............. 100 100
Pennsylvania .......................... 100 (2)
Rhode Island .......................... 100 3

South Carolina ........................ 44 0
South Dakota .......................... 100 0
Tennessee ............................ 48
T exas ................................. 100
U tah .................................. 10 0

See footnotes at end of table.

35
78 1 0 ). 7 -
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PERCENTAGE OF STATE AND LOCAL GOVERNMENT EMPLOYEES
COVERED BY STATE UNEMPLOYMENT PROGRAMS (OCTOBER
1973) '-Continued /'

State
employees

Verm ont ...............................
V irg in ia ...............................
W ashin,9ton ...........................
W est Virginia ........................
W isconsin .............................

W yom ing ..............................

Local
employees

34
100
100

33
100

35

0
05

5

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

2 Less than 0.05 percent.

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

State agencies Local units of government

Required 2 Permitted Required Permitted

Arizona
Arkansas
California
Colorado
Connecticut

Delaware

Florida
Hawaii
Idaho
Illinois

Alaska

District of
Columbia

Iowa

Louisiana
Maryland 3

Michigan
Minnesota

Kentucky

Maryland
Massachu-

setts3

Alabama I

California 3

Connecticut

Florida
Hawaii
Idaho 3

Indiana s
Iowa

Alaska
Arizona

California
Colorado

Delaware

Kansas

Louisiana
Maryland

Michiyan I
Minnesota

See footnotes at end of table.

36
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COVERAGE OF STATE AND LOCAL GOVERNMENT EMPLOYEES
UNDER PRESENT STATE LAW,-Continued

State agencies Local units of government

Required 2 Permitted Required Permitted

Montana
Nebraska

New Hampshire

New Jersey

New York

Ohio
Oklahoma
Oregon
Pennsylvania

Puerto Rico 3
Rhode Island
South Dakota

Texas
Utah

Virginia
Washington
Wisconsin

Missouri

Nevada

North Dakota

Montana

New York 3

Ohio

Oregon

Puerto Rico I

Tennessee

Wyoming

Washington
Wisconsin I

Missouri

Nebraska
Nevada
New Hamp-

shire

New York
North Dakota

Pennsylvania 3

Rhode Island
South Dakota
Tennessee
Texas
Utah

Vermont
Virginia
Washington
Wisconsin
Wyoming

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

2 In addition to coverage of employment for State hospitals and institutions of
higher education which is provided in all States as required by Federal law-

'Limited to certain agencies or localities.

37



222

Provision of House bill.-Under I.R 10210, State and local gov-
eriinment eml)loyfllelt would continue to be exempt from tile Federal
unemploynent, payroll tax. States woultl, however. be. required to
l)rovide State coverage for such employment as a condition of con-
tinued participation in the. Federal-State unemployment COil)ensa-
tion program. (Failure. to participate would, in effect, raise the
Federal u:meiplo'vnent tax on employers in the State from 0.5 to 3.9
l)ercent andi would deprive the State, of Federal funds to meet ad-
ministrative expenses and part of the benefit-costs for benefits paid
after the 26th week of unemployment.)

All State and local government employees would have to be covered
except e]ecte(d officials, members of the legislature or judiciary, officials
apl)ointe(l for specific statutory terms or to Iart-time. positions memi-
bers of" the National (111ard. 1)risonrs. and persons hired for temll)o-
rary jobs ill eniergci'v sit uat lons. With tie above ,'X(efio s, .1 all ei-
plovment after December 31, 1977 would be covered. Under the bill,
the State law would have to permit the employing entity to pay for its
coverage either through contributions equivalent to the State payroll
tax- or by reimbursing the fund for benefits paid to its former
employees.

Coflstittioflality/.-GeeIally. mandatory Federal coverage under
the Federal-State unienployinent coml)ensation program exists by
virtue of applying the Federal unemployment payroll tax to the ein-
ployment in question. It then Lecomes of no advantage not to cover
that emnl)loyment inder the State program since failure to (do So would
eliminate lhe 2.7-percent, Federal tax credit which would otherwise
apply. In the case of State and local government employment, how-
ever, such a procedure would raise questions of the l)ower of the Fed-
eral Government under the Consti!ution to lay a tax upon a vital State
function. Consequently. the, 1ouse bill would continue to exenllpt State
and local employment from the Federal tax hut require coverage for
such employment as a condition of approving the State program. This
type of mandatory Federal coverage was applied in the 1970 amend-
inents to require States to )ro'ide uneml)loyment compensation pro-
tection to employees of State hospitals and State institutions of higher
education.

A recent Supreme Court. decision (,\fl/onal Leagie of Cities v.
Usery) invalidated provisions of the 1974 Fair Labor Standards
Amendments which had extended minimum wage coverage to State
and local government employees. The Solicitor of the I)epartment of
Labor has issued an opinion" holding that that decision is not apl)li-
cable to the L.R. 10210 provisions extending umemliployment colipen-
sation coverage to such eml)iloyees. An ol)inion prel)are(d for the com-
mittee by tile Congressional Research Service, however, holds that it
is all open question whether those )rovisions would be found constitu-
tioial. hoth opinions are printed as an alp)enldix to this document.

Coverage of school employees during vacation periods.-Under
present law, States are required to provi(le coverage for eml)loyees of
State institutions of higher education with benefits payable under the
same conditions as apply to other individuals covered under the pro-
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grain except that no benefits are payable during a summer vacation
(or similar period between terms) to persons ill academic or principal
administrative positions who have contracts for the following term
(whether or not at the same institution). The House bill, wlich ex-
tends coverage to all State and local employees, woull make this pro-
vision a)l)licalble to such eml)loyees regardless of type of school. In
addition, the House bill permits States to dely bleneits to nonprofes-
sional employees duringg vacation perio(ls ii they have reasonl)le
assurance of continuing in that employment in the following terni.
Starting in 1980, however, this option would expire and State- and
local government Ws wold have to provide lienefits during tle vacation
p)eri(Xl to nonlrofessional eml)loyees who cannot find elnployi lient (Ilir-
ing that tine.

.1 dm.;nslra/;rc and exte cd benefit cose.-Unler existing . law. the
Federal accounts in the trust fund provide full payment of the admin-
istrative costs of operating State unemployment compensation pro-
grams and also pay one-half of the costs of benefits unler the
Federal-State E]xtelnled I'nemplollineit Conpensation Act. h'lat Act
provides in ti hes of high uneml)loymeit for ipl) to 13 weeks of added
benefits after a worker exhausts his regular benefit eligibility. This
Federal funding is provided from the Federal unelllovment pay-
roll tax, bIut it a1)1)lies not only to those whose employment was ituh-
ject to that tax but also to those whose ell ldoy'ment, at Iough coverel
under State law, was exempt from tie F ederal tax. hus, tile costs
of administering l enefits for former State mid local government em-
l)l.NeeS and one-hlf of the cost Of eXteu(leld benefits for them are
filmlided in th is way. The I louse bill iieludes a provision which would
eli minate Federal" funding for tlese costs. It is estimated that the
alual administrative costs applicable to State and local employees
mnder I[.R. 10210 will be $4.3 million ill fiscal 1978 and will rise to
$11.6 million by fiscal year 1981.

Under hI.R. 10210, the cost of exten(led benefits for State and local
government employers is expected to reach a level of approximately
$1() million liv 1980,. 1Tnd(er this provision. thtis amount would i)e
fully charged to State alnd local eml)loyers.

Co.sts of Sfife and loyd coierage.-The provisions of tT.R. 10210
would extend coverage under the unemlployment. Compensation pro-
grain to some 58R.000 State employees who are not now covered and
to about 7.7 million employees of local governments. State programs
Would be required to pay benefits on the basis of employment taking
place after December .3i, 1977. If States elect to pay benefit on the
basis of this previously incovered employment prior to that late. the
costs of any such benefits payalble after ,anuarv 1. 1978. Would be
reimibursed from Federal general revenues. (Federal reimmrsemnent
would also ie malde for benefits paid prior to .Tul'v 1, 1978. o) the basis
of State or local employment during the first 6 months of 197.) The
table below indicates tle benefits which would lie paid as a result of
lie State and local coverage, provisions of I .R. 10210.
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ESTIMATED UNEMPLOYMENT BENEFIT PAYMENTS BASED ON
STATE AND LOCAL GOVERNMENT EMPLOYMENT COVERED
BY H.R. 10210

[In millions]

Total Amount
unemployment reimbursable

benefit from Federal
Fiscal year payments ' general funds 2

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

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

basis of employment prior to July 1, 1978.

C. NoNrorI ORGANIZATIONS

Al,/Inentary and secomary schoo1s.-Irior to the 1970 aiendients,
Onlorotit organizations, which are exeml)t from taxation nllider the

Internal Revenue Code, were covered as enl)lovers for unemplOyment
cOiljensation I)rII')oses only at the option ot the States. i'he 1970
amendments required States to provide coverage for ItOlj)rotit em-
plloyvr who have at least four employees in at least 20 weeks of the
year. However, an exception in the law allows States to exclude from
('overage nonl)rofit elementary and secondary schools. 1I.R. 10210
woul(l repeal this exclusion, thus requiring coverage for such schools
on the same basis as it is required for other nonprofit entities.

The 1)epaitment of Labor estimates that. $10 million in additional
benefits would be payable as a result of this provision in each of the
fiscal years 1978-81. In fiscal Year 1978, $8 million of this total would
be paid for from Federal general revenues under the bill's special
start-ulp provisions.

SperaW provision for certain nonprofit em/)1oyer .- lien the 1970
amelldinents reluire(I the extension of coverage to nlonprofit eilio)Iov-
ers, a provision was also added allowing such organizations to pay
for their coverage by reimbursing the State nImlolyment fund for
any benefits paid to their former employees (on the basis of such vlIn-
l)loy1lent). If they (.hose this option, they would not be required to
pa *y the State, unemll)loylment taxes otherwise al)llicalle. The 1970
aent1linents also permit ed any nonprofit entity which had bent coy-
(.r(,d prior to those ail clients to switch to this reimlbur-sement uuetIh-
0(1 of paying for its coverage and to take credit for any past State
unemlployment taxes it had paid in excess of what it would have paid
under tlhe reimlbumseinent inethlod. This opportunity was available.
Howeverr, only if permitted by State law and olyi if the nonprofit
emllover' nla(e an election, to change to le reinbursenlent muetlhod
at the first ol)portlunit.
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Tie Ioag Memorial Hospital in California had elected and later
terminated unieml)loyment vomlpensation coverage for its employees
prior to the 1970 amendments which miade stich coverage maiidaltory
as of January 19 72. however, since the hospital (lid not have unem-
,J)1vuient coverage in effect firingg the irio,! between tie e tactmert

of the 1970 amenlments auid January 1972 when (overage I)came
mandatory, its election of the reimbu r.ement method (li, not take
place at. tie, earliest, time possible under State law. namely in 1971. As
a r,,,uuit, the hospital was barred from claiming tdhe credit which
would otherwise have been allowed for the excess of its la, contribl-
tions over the benefit paYments made to its former eml)loyes. A 1prOVi-
sion in I1.1. 10210 woul(l allow that institution (alud any other non-
profit organization which may be in similar circumstances) to claim
the retroactive credit )rovided that it elected the reimilrseinent
method by A1pril 1, 1972.

A provision similar to tlt adopted in 1970 allowing lolirofit em-
ployers to take credit for past excess eoat ribut iolls is iIdlu ded in It.1R.
10210 for the non profit schools for which coverage is mandated by the
bill.

D. DoMrEsrIC SERVICE WoRKERS

At present, the coverage of dofmestic service in private households
under the unemlplovyient compensation program depends on tie lo-
visions of State la'. Oilv three States and the D)istrict of Columbia
provide coverage. In the D~istrict and in New York, doimeistic workers
are covered if the employer's quarterly payroll is $500 or more; cover-
age in Hawaii comes when the quarterly payroll is at least $225: and
in Arkansas, employers of three or more or a quarterly payroll of $500
a re cov(eed.

II.R. 10210 would require the States to provide coverage when the
emplloyer has it payroll of ,,-'Go or more in a. calendar qiI111-ter. Thulls
would l)rovide coverage for alott one-quarter (300.0(0) of all do-
mestic service jobs. The ] louse report indicates that tlie $600 quarter
atmomt. was arrived at as a metus of excluding from coverage the
householder who employed 1)rimarily one person for 1 day a week.

I)omestic workers have been excluded from unem )lovmeIit coverage
in the past mainly because of anticil)ated administrative problems.
Supporters of extending coverage point out that. the experience of the
States which have covered doliestic workers, and experience under
title I of the Social Security Act. demonst rate that the adiniistra-
tive problems are manageable. 1ndler title I, domestic service for
any employer is subject to coverage if the person employed is paid
$5) or miiore in the calendar quarter. Total domestic employment is
estimated at 1.2 million of which only about 26,000 are now covered.
]IL . 10210 would extenld coverage ti;an additional 26;.l.000 domstie
workers hinging coe'(age to about 21 i)ervent of all doomestic
m l loy me nt t.
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ESTIMATED UNEMPLOYMENT BENEFIT PAYMENTS BASED ON
DOMESTIC EMPLOYMENT COVERED BY H.R. 10210

[Dollars in millions]

Amount
reimbursed

Total benefit from Federal
Fiscal year payments general funds 1

1978 .................................. $180 $130
19 79 .................................. 180 20
1980 ................... ..... 180 0
198 1 .................................. 18 0 0

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

'. INCLSION1" IiiIN ISLANI)S TN TIlE I'El)EI.AL-STrATE
I, NEM PIIYMIET INSUiIANCE SYSTE31

underr existing Federal law, the Virgin Islands is excluded from the
Federal-State system of unemployment insurance. The Virgin Islands
has for several yea's had 11 similar Iutlilli ]Oyllint, ilSl lrat'e l-oran,
however. anid the territorial goveminent has foimlly reqi,.steid that
the Virgin Islan(ls ibe in lued in the Federal-Stal(, sN'steln.

Ihe inclusion of the V'irgin Islands in the Federal-St ate unemploy-
ment. system as )roposed__ in II.R. 10210 would extend to that juris-
diction the Federal unemployment tax and thus increase slightly the
revenues to the l''ederal accounts ill the uneml)lovleut, trust fund. At
the same timne, it would provide new or modified funding for the
Virgin Islands programs as shown in the table below.

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

Expenditure type Current funding Funding under H.R. 10210

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

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

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

general funds.Extended benefits..... Not in effect ........ 50 percent
territorial tax,
50 percent
Federal trust
fund accounts.

Loans ................. Federal general- Federal trust fund
funds. accounts.
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Loans to the 'irgin lslands.-Under the Federal-State unemploy-
ment, compensation systemn. States which exliaut their own benefit
funds may borrow from the Federal accounts in the trust fund to
meet their benefit obligations. 1ie Virgin Islands is unable to ilse
this procedure since it Is not now a part of tile l"ederal-State system.
In Public Law 94-45, authority wits provided for loans to be Iliade
to the Virgin Islands for this'purpose. Under that legislation aind
subsequent amendments, the Virgin Islands is authorized to borrow
up to $15 million which must be repaid by January 1, 1979. The law
authorizing these loans also l)rovi(hes that the rejaynlelt reqireieits
of the Federal-State unemplovment (ompensation programm will colme
into operation if the Virgin Islands is incorporated into that svtenil
as proposedd in 11.R. 10210. As of July 1976, the Virgin lands system
has borrowed $5.6 million lulder tile authority of Pullic Law 91--5.

III. Financing Provisions of H.R. 10210

A. INtraSESIN *l1:.E 1NI . YM : 'I'xlX:S

I'Fianr'ng bas.is.- 'he Federal statute now im poses a gross tax of
:1..)l ercent of covered wages. Ihe tax base or IMaXimnll.,. allount of
amnml wages per Cnimployee subject, to this tax is $4,200. (In 1974,
tle a%'erage anuma wage ill coverel emllployment was about $9,200.)
Al though the g(r.o.. Federal tax rate is 3.2 percent, tile actual net
Federal tax rate is 0.5 percent since employers quali fy~for a 2.7-1ercent
tax credit by reason of their lparticipation ill an a pprove(l State p1r-
grain. Tihus. the Federal tax in all States aillilluits to 0 .5 l)ercent of
the first $4,200 of wages. The proceeds from this Federal tax are used
to meet the, costs of administering the ulieuliiloycleiit coll I)elisa tioli
program--including both Federal and State costs:5-lost of the cost
of administering publicc employment services, half of the cost of belle-
fit payments under the extended benefit program (for workers ex-
hmasting their regular benefits), and all of the cost of the temporary
emergency benefit program (for workers exhausting,,, both regular andi
extended benefits).

The cost of regular State benefits and half the cost of extended
benefits are met from the proceeds of State unemployment taxes. The
tax base to which State taxes apply is effectively required to be at
least as high as the Federal base of $42,00, but 22 States now have
bases which exceed that, level. T1he tax rate applied in each State may
vary from year to year according to conditions and may vary among
different einl)loyers according to experience rating factors w hich are
designed to allow employers it lower tax if their eiml)loyees do not
experience much unemploypment. Because of the heavy use of uine)n-
ploynent benefits duringg the recent recessionary period, the average
State tax rate has increased fmin 1.9 percentt in 1974 to all estimated
2.5pereent, in 1976. Among the States, the estimated average tax rate
apl lie(l to taxable wages vares from 0.6 percent in Texas to 4.1
percent in Massachusetts. The tax base and average tax rate applica-
le in each State is shown in the table which follows.
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The nee(l for additional finandeir.-If the State tax revenues prove
insufficient to ineet benefit obligations in times of high unemployment,
States are permitted to borrow the necessary funds from the Federal
accounts in the trust fund. If the Federal accounts have insufficient
funds to meet State borrowing requests and to cover the Federal
responsibility for paying half the cost of extended benefits and all the
costs of emergencv benefits, authority is available for repayable ad-
vances from the general funds of tile Treasury into the Federal
accounts of the trust, fund. Because of the heavy demands on the
unemployment compensation system made by the'high levels of un-
employnient in the past few years and by the enactment of temporary
legislation providing benefits for up to (' weeks duration, tle uneml-
loyrnent payroll taxes-both Federal and State-have proven unable

to meet expenses.. As of the beginning of fiscal year 1977, advances
from the general fund will amount to about $10.9 billion which is
estimated to increase to $141.5 billion by the end of fiscal year 1978.
Advances have been made to 21 States and total $3.1 billion.
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Pror;.io-.n in House bii.-1.T. 10210 would increase tle gro~s
Federal inernployment tax raie from 3.2 percent to 3.4 percent while
leaving tie tax credit at 2.7 percent. This raises the net Federal tax
by 0.2 percent, that is, from the present level of 0.5 to a new level of 0.7
l)eIvelt. Tlis increased tax I'lite would take effect il ,January 1977
and would continue in effect through 1982 after which the existing. ,
0.5 percent net tax rate would a.,,ain become applicable. (II.R. 1021)
provides that the tax rat, will revert to 0.5 percent at an earlier date
if the advances from the general fund have heen repaid: it is not ant ic-
ipated that this will b possible, however.)

ThIe increase in the Iet 1'ederal tax rate will affrect oiv % lite amounts
collected by the Feleral trust fund accounts. JI.R . 10210 also increases
tle amount of annual earnings subject to taxation from ,€1.200 to
,(.000. This increase is effective ,Januarv 1978 and would alflect hoth
Federal and State taxes. Since States have the ability to adjust tleir
tax rates withiin the overall base, the exact ilm)act of the invreas.e oil
State revenues is difficult to estimate. 'The following table. however.
presents the estimated effect on both State al(l Federal uneiuploy-
ment revenues under the provisions in the House bill.

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

Increased revenue under
H.R. 10210

Federal Amount owed general
fund

From
From higher Attributable

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

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

Revenues shown as attributable to tax r3te increase are those which would
result if there were no increase in the wage base. Revenues attributable to the
wage base increase would be somewhat smaller if there were no concurrent increase
in the tax rate.

1. ' t i.m,, Or LOANs To S'r.TES

When States fin(l it. necessary to borrow from the Federal accounts
in l he trust, funds to meet their unemployinelnt benefit o)ligations,
present,. law re(lqires that the funds borrowed for any month be ap-
plied for in tie preceding month. IM.R. 10210 includes a provision
which would lerlit States to a))ly for loans covering a 3-month
period.

C. D)I.TE3RMnINxo REI'(S'iSiBII.TY FOR BEN
TO FOInuiEl Fi-Ei)ERAM, E'u I.oYLFS

When unemployment benefits are )aid bv a State to a former mer-
ber of the aimed services or Federal employee, the costs of the belle-
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fits attributalble to Federal emplolyment are paid for from Federal
-el aI revenues a 1,i tile v,. s. if II *, resulting from non-Federal ill-
l)Ioyenint are laii from State fund. Under present law, the amount of
Federal reinllisi , nt s determined lv computing the amount of
Ibeielit.z aictla lv aiiOver anti above thle comensation which lwoul
have been paid if h :s Federal eiiploynitel1 had not Ibeell used in cony-
ilt in,, his benefits. 1I.1. 10210 woldd provide instead that the Federal
and State portions of the cost. of benefits will be based on the relative
Federal anl non-Federal wages of the individual duringg the l1ase
period oi which hiI ilneil)loyment compensation is conlmuted. Thus,
if an individual hald ,0-7000 of wages in his base period and $1,000 of
th ese wages, caine fromi a Federal ag.cly ei ployer, 25 percent of his
ui ne loyvlilnt benefits would be paid for fron Federal general
FeV~I1lie0S.

The I)epartment of Lab)or estimates that this change would have no
significant effect on the Federal payments to tile States but would be.
a ,ignilicant' administrative improvement.

1). FUNDING; 01' BENE rirs FOi PUBLIC Sm:RVlcr EMPLOYMENT
PARTICIPANTS

hidividlua ls placed in public service employment fided through
tie ('Co prelhensi ve limpldoyiiuent and 'Iraii;ng Act (CETA) must be
lrovided1 tie saille unem loyient con Ipensat ion protection that is pro-
vidvei to regnilar elnI loves of the governmental uiit which hires
l14,1. The costs of providiing Stch illillieploymient Coll) pensat ioll cover-

:u'de to tlese in dividluals is flow fiiet out of the CEIIA grant, funds.
Effect ive October 1, 1976, 11.1?. 10"210 would provide for funding un-
elpi-h ent COmlpensat io'n for CE'A participants as though they
were j.'ederal employees under the procedures described ill section C
above. In effect. thislprovision ilirectlv increases the CIETA authori-
za ioll I , X talns feriing SoniI of the co.-s of public service eiiployieuit
under tha't program, to tlie Federal unemployment blefits account.

Extimu ted Fcderl f'atincn for benefits to (' Par/ icipanls

[In millions]
Federal

Fiscal year: payments
1977 -------------------------------------- $11.
197S ...--------------------------------------------------------- 1
19.79 -----------------------------------------------------------
19m) -------------------- -- -------------------------------------- 1

IN'. Extended Benefit Triggers

The Federal-State Exteled IUnemployment Compensation Act of
1970 provides for the pavment of ad-litional weeks of benefits to in-
divilluals who exhaust t'lieir benefit entitlement under the regular
State programs. The additional entitlenef is inl the same weekly
,liiuouiit as the regular entitlement and continues for half as long as
tile regiilar entitlement. Thus, an individual entitled to the mximinun
durationn of 26 weeks of regular benefits confld receive up to 13 addi-
tional weeks of extended benefits. IHalf the finding of the extended
benefits comes from State unemployment taxes and half cones from
the federal tax.
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Change i. national mhglyei.-Benefits dnder the extended benefit
Iprora4 are payable only ' periods of high unemployment. Perma-
nent law makes the program effective in all States when the national
insured unemployment rate. on a seasonally adjusted basis reaches 4.5
percentt for 3 consecutive months, and the program continues in effect

until that rate declines below 4.5 percent for 3 consecutive months. (A
temporary provision which expires December 31, 1976 permits States
to participate in the extended benefit program as though the national
trigger rate were 4 percent rather than 4.5 percent.) H.R. 10210 would
nmo(lify the permanent, law by providing that the program will l)e in
effect in all States when the seasonally adjuisted 4.5 percent national
insured unemployment rate for a given week and the 12 previous weeks
averages 4.5 percent or more and will cease to be in effect when that
rate for a given week and the 12 prior weeks averages less than 1.5
percent.

'The Departnient of Labor believes that this chan..ae from 3 con-
secutive months to a moving 13 week average would tend to make
the program somewhat more responsive to changes in the natioml
economy in that it would trigger on or off more quickly in resl)onse
to very siarp changes in national insured Inelployment rates. It, is
expected, however, that under either present law or the revised pro-
vision in II.R. 10210 the program would remain in effect through at
least the end of the 1977 calendar year.

NATIONAL INSURED UNEMPLOYMENT RATE
[In percent]

Month 1971 1972 1973 1974 1975 1976

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

Chanfqe in. the State trigqer.-From December 1971 to November
1974. the, national insured unemployment rate was below tile perma-
nent law 4.5 percent rate which triggers the extended benefit program
into operation in all States. WV.hen the national trigger is "off," States
l)articipate in the program only if the State tri-ger requirements are

met. Under permanent law, the'extended unemployment compensation
program becomes effective in a State when two requirements are imnet.
The rate of insured unemployment in the State (not seasonally ad-
jiuste(l) must reach a level of I percent or more averaged over a
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13-week period and the rate for that 13-week period must be at least
20 percent higher than the average of the State insured unemployment
rate in the same 13-week period of the preceding 2 years.

When a, State experiences a )rolonged period 'of high unemuploy-
ment, the '"20 percent higher" requirement becomes very difficult to
meet even if there is a very igh level of uneulipoyment in the State.
Thus, for much of the period since the extended uneinployment Com-
pensation program was enacted in 1970, the second part of the trigger
requirement (an insured unemployment rate 20 percent above the rate-_
p)revailing in the 2 prior years) has been sispenIded. The table which
follows shows the varjoms temiporary provisions of law which have
been enacted to suspend this requirement.

TEMPORARY LEGISLATION SUSPENDING 120.PERCENT
REQUIREMENT IN STATE EXTENDED TRIGGERS

Date Law Action

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

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

Dec. 31, 1973 ....

Mar. 28,1974 ....

June 30, 1974....

Aug. 7, 1974 ......

- Public Law 93-233.

- Public Law 93-256.

- Public Law 93-329.

Public Law 93-368.

Dec. 31, 1974 ..... Public Law 93-572.

June 30, 1975 ..... Public Law94-45..

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

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

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

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

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

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

The Emergenc; Unem-
ployment Com pensa-
tion Act of 1974 in-

- cluded a provision per-
mitting States to waive
120-percent indicators
until Dec. 31, 1976.

Extended waiver provi-
sion of the Emergency
Unemployment Com-
pensation Act until

ar. 31, 1977.
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It.R. 10-210 would modify the State trigger requirements for ex-
tended unmploynent 1enefits by substituting a seasonally adjusted
State insured unemployment rate of 4 percent as the trigger factor in-
stead of the unadjusted factor now used. The "20 percent higher"
requirommit would be eliminated permanently under the House bill.
The changP woull become effective as of January 1977; however, it
would not have. any impact until much later since the national trigger
is expected to be "on" -at least through the end of 1977.

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

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

State (unadjusted) 2 years

A labam a ..............................
A la ska .................................
A rizona ................................
A rkansas ..............................
C a liforn ia 2 ............................

C olorado 3 .............................
Connecticut ...........................
Delaware 2 .............................
District of Columbia ..................
F lo rid a .... : ...... .....................

G eorg ia ...............................
H aw a ii ................................
Id a h o ..................................
Illin o is ................................
In d ia n a ................................

Iow a ............. ......................
K ansas ................................
K entucky ..............................
Louisiana .............................
Maine .....................

M aryland ..............................
M assachusetts ........................
Michigan I..............................
M innesota .............................
M ississippi ............................

M issouri ..............................
M ontana ..............................
N ebraska ..............................
Nevada ....................
New Ham pshire .......................

See footnotes at end of table.
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5.25
7.30
5.24
5.20
6.48

3.34
7.09
4.73
3.47
4.61

105
105
95
91

102

124
115
105
99

108

95
124
107
130
62

4.22
6.04
4.44
6.07 ---
2.67

3.31
3.02
4.34
3.59
6.65

4.01
6.51
6.63
3.59
3.92

4.33
5.01
2.55
6.12
3.32

130
105
93
91
98

93
84
75
93
91

92
108
90

-- 101
72
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STATE EXTENDED BENEFIT INDICATORS I (AS OF
JULY 31, 1976)-Continued

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

State (unadjusted) 2 years

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

O h io ................................... 3 .19 8 1
Oklahom a ............................. 4.12 112
Oregon ................................ 5.78 95
Pennsylvania .......................... 6.38 105
Puerto Rico ........................... 17.07 115

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

U tah .................................. 3.63 95
Verm ont ............................... . 6.44 90
Virginia ............................... 2.18 84
W ashington ........................... 8.05 96
W est Virginia .......................... 4.23 96

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

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

2 As of July 24. 1976.
I As of June 26, 1976.
As of July 17, 1976.

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

ALTERNATIVE STATE TRIGGERS 1
YEAR UNDER

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

4.0% adjusted and
seasonally 4.0% not 120% of

State adjusted adjusted prior 2 years

A labam a ........................
A laska ...........................
A rizona ..........................
A rkansas ........................
California .......................

19.8
48.6
13.5
27.9
37.4

Colorado ........................ 0
Connecticut ..................... 18.0
Delaware ........................ 4.6
District of Columbia ............ 0
Florida .......................... 6.9

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

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

M aryland ..............
Massachusetts ........
M ichigan ..............
Minnesota .............
M ississippi ............

M issouri ..............
M ontana ..............
Nebraska ..............
Nevada ................
New Hampshire .......

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

9.8
8.4

32.1
6.2
7.0

.8
5.4

24.4
19.5
36.2

17.5
33.4
25.5
15.8
22.9

.......... 11.4

... ....... 34.1

.. .,. ,,, . 0

.......... 40.3

.......... 15.5

.......... 36.8

.......... 12.8

........... 29.7

.......... 14.9

.......... 27.1

See footnotes at end of table.
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21.5
43.3
12.7
26.8
38.6

3.5
20.1

8.4
0
6.0

10.5
10.2
23.9
8.2
9.9

4.8
9.3

25.4
19.2
31.5

16.3
33.3
26.8
17.1
20.5

14.2
26.4

6.5
30.8
15.7

37.1
16.6
27.7
14.6
24.1

7.1
8.1
5.9
8.9

12.5

1.8
10.5
3.9
0
4.6

4.9
6.9
8.2
5.9
6.6

3.2
4.5
6.7
8.9

11.9

7.8
12.2
11.4
6.5
5.5

5.5
8.5
2.3

11.5
5.6

10.4
7.1
8.6
4.7
5.9
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NUMBER OF WEEKS OF EXTENDED BENEFITS EACH YEAR UNDER
ALTERNATIVE STATE TRIGGERS -- Continued

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

4.0% adjusted and
seasonally 4.0% not 120% of

State adjusted adjusted prior 2 years

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

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

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

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

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

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

Fiscal year

1 9 7 7 . . . . . . . . . . . . . . . . . . . . . . . .
1 9 7 8 . . . . . . . . . . . . . . . . . . . . . . . . . .
1 9 7 9 . . . . . . . . . . . . . . . . . . . . . . . . .
1 9 8 0 . . . . . . . . . . . . . . . . . . . . . . . . .
1 9 8 1 . . . . . . . . . . . . . . . . . . . . . . . . .

- Additional benefits
(millions)

$0
0

300
. ...... 300... . .... 300

V. Provisions Related to Benefit Eligibility

A. T-SQUAIIFICATIO(N F m lIu;xN 'Y

In order to qiiali fy for llnelll)lollwlit colllt loll l,,elits, IT
worker must be able to work, Ix- seeking employment. and be available
for eml)!oyfient. In a number of States, an individual who,,e uneni.
lloyment is related to lpreLgnicy is barred from r,.ei Vin" any uneni-
loylent benefits. In 1975 the Sllprelne (ourt found a lpmoisiofl

of this type in the Itah Iilieliplovyient (olliensation statute to be

uiniconstitutional. TI he uTtah requirement had disqualified workers for
a period of 18 weeks (12 weeks before birth through 6 weeks after
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birth). The Court stated that "a conclusive preslilli)tion of incal)acitv
d uri g so long a period before and a ftvr childbirt h is coiistit tit iialk
invalid." A number of other States have similar provi.-iols althouglh
most appear to involve somewhat shorter periods of dis(ualilificatio.

The ILouise bill inltlides a plrovisioln wIli,'h wotilf! p)ollibit States
from conltilling to enfoce an revisionn Iwhi,. ill (hdis IllicilON-
mnenit comj pellt t iol Ii(,wlet s sole]v on the lu;sis of pregiU ncv (,r
recency of pregnancyy. Pi eglia it inlivi hials oull. llowev,. .oIt-
tinie to be required to neet gelterally apldi able criteria of avail-
ability for work and ability to work. 'T'lhe text of tlie 1975 Supreme
Court decision is printed as appendix (. The following table )re'-its
the most recent. available information CloI'erll i jig State 1iieniiiiloy-
nient compensation liovisions d, qualifying inldividuials oil tie batis
of piegtaicy.

STATE PROVISIONS LIMITING UNEMPLOYMENT"BENEFITS
ON THE BASIS OF PREGNANCY

Benefits generally unavailable

State Before birth After birth

Alabama .......... Duration
ploym

Arkansas ............... do..

Delaware...

Indiana

Marylar

Minnes

Montan

Nevada

New Jer
Ohio....

....... If unabl

I............. Duration
ploym

id .......... W while pt
unable

ota ......... Duration
ploymi

a .......... 2 month
individ
prove
work.

............ Duration
ployme

sey ..... 4 weeks.
........... Duration

ployme

Oregon ................. do..

Tennessee ............. do...

West Virginia ........... do.2 ..

n of unem- Until application for
ent. reinstatement to

job.
............... Until individual has

worked 30 days.
e to work ..... Until doctor certifies

ability to work.
of unem- Duration of unem-

ent.' ployment.'
ysically -While physically
to work. unable to work.

of unem- Until individual has
ent. Worked 6 weeks.,
s unless 2 months unless
ual can individual can
ability to prove ability to

work.
of unem- Until proof of ability

nt. to work.
... I.... ...... 4 weeks.

of unem. Until medical
tnt. evidence of ability

to work.
.............. Until adm inistrator

finds able to work.
.............. 21 days after able to

work.
............. Until individual has

worked 30 days.

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

limited to 6 weeks before and after birth.
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., .. IrV oF ,' 3. ~lI.\ . A(EN .- ' Ni).-uGs

State lileil)loyvielit con lpviisat ion agencies are required to grant
aII ilnpartial heariz to l ,rious whose Claimis for uineniployiment
Iveiclit are Illied. Il alV Va., we Wliwhere1ll or part of the ellployillent
(i which beiletits are to be ba-eld was with a Federai agen'v, however,
thw !inin,,s of that ageiicy are not silbject to review by a State agency
Ihiarillg officer insoflar as lhey concern: the fact of Fvdieral emlploy-
ieit. the period of federall .sCrvice an( amount of 'cderal wages, or

tlw rea-ons for terninating Federal elployllielit. While a hearing Is
not lwrmitted oil these iCS at the State agelley level, individuals
,lisjiting t lwse issues are entitled to a comparable hearing within the

federall agency involved.
The louse bill woull allow these isues to be decided by the State

agency hearing officer.

('. J)E;NIAI, or I':PI.3[1.0Y3ENT (,CoMIrE o s.VrIOx" To ATIETES AND
ILLEGAL ALIENS

A floor aniendlient to I.R. 10210 in tile House of Representatives
addld it provision which would reqluie that all State uuleuul)loyuieit

, jtpelisat iou prograiis include lIroh1ibitions ag ainst te paynilelit of
lw.iefits to athletes ringg the off season and to illegal aliens.

/'rofesional athletcs.-'he bill would l)rohibit the payment of
Benefits to a professional athlete during periods between two succes-
,ive -,ports seasons if the athlete had been professionally participate ing
in such sports during the previous season and there is reasonable
assuiriance that lie will anticipatee ill such Sports duringg the following
Sea.son. '111e. provision is intended to deny benefits to l)rofessional
at hletes in the off season.

l/4'ga! alicn.u.-The bill also prohibits payment of benefits to an
alien not lawfully admitted into the United States. The )rovision is
intended to deny benefits to these individuals because they cannot be
legally available for work.

VI. National Commission on Unemployment Compensation

Pescriptcn and purpose of lle Cominmssion.-The I house bill estab-
li. ues a National Commission oil Unemlloyment Compensation for
the purpose of undertaking a comprehensive examination of the pres-
ent unemployment compensation system and developing appropriate
recommendations for further changes. The Commission would be com-
prised of three ncinbers appointed by the president, Pro Tempore of
the Senate, three members by the Speaker of the house e of Representa-
tives, and seven by the President. Selection of members of the Corn-
mission would be aimed at assuring balanced representation of in-
t e rested groups.

The (omriiission would be authorized to a)point. such staff as it re-
(iuires and to contract for neessary consultant services. The final re-
h)ort of the omissionin woull have to be sent to the President and to
Congress; by january 1, 1979, and the Commission would terminate
90 days after tie report is submitted.

Agenda itenuq lo' the Crnmnkion.-HI.R. 10210 specifies a number
of matters which the Commission would be charged witi studying.
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The Iill states that it study shall .il tide, without being limited to,
the following' itetis

(1) l, xinimat ion of the ade(iiacy. and ec(oniie and administrative
impacts, of the changes iua(le by 11.1R. 10210 in coverage. benefit provi-
sions, and tiiiancinf:

(2) Identification of appropriate purposes, objectives, and future
directions for unit'nio..tvieiit coipensation rograls. including rail-
road unleinl )Y]oi'nlt inJ1SiilInIc(:

(3) Exanination of issues and alternatives concerning the relation-
ship of un, liplovmnit cOmlpnsation to the economy. with Special at-
tention to long-range finding requirements and desirable methods of
program financing

(4) Elxamlination of eligil)ilitv retquireniv its. dis(tialification I)rovi-
sions. and factors to consider in determining ap)ro)riate benefit
amountsand di ration

(5) IExamination of (A) the problems of claimant fraud and abuse
in the unemployment compensation programs: and (B) the adequacy
of present statiutory requirements and administrative procedures d(-
signed to protect tile programs against such fraud and abuse;

(6) Examination of the relationship between unemployment com-
pensation prograils and manpower training and employment pro-
grams:

(7) Examination of the appropriate role of unemployment com pen-
sation in income maintenance and its relationships to other socialin-
surance and income maintenance programs;

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

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

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

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

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

In the past few years. higi levels of unemployment have placed
heavy demands on "the FIederal-State IUnemployment Compensation
system. In addition to the suibstantiallv increased payments under the
l)erman, nt. programs of regular and extended unemployment compen-
sation, the temporary emergency benefits prograin enacted in 1974 has
also required suibstantial funding. As a result, some 20 States have
exhaiisted their reserves and the Federal accomits in the trust fund
which are retired to provide loamis to ti States and to pay part of
the cost of extended benefits and all of the costs of enwrgency benefits
have also been exlhusivd. Thus. the. provisions for borrowing from
lie ge ner l revenues of lhe Tm'rleamrv have conie into play so that b

the (,nd of fisval year 1977, th le * ~neiiiphvment 'T'rust '1111(d will owe
th Treasury an estimated $13.!) hillitoi (including $3.8 billion owed
h)V tile States and $10.1 billion related to the Federal sharc of extended
and emergency benefits).
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II.R. 10210, by raising tile net Federal tax rate and tile Federal-
State tax base, will increase tile revenues of the system. At the same
time, however, tile additional coverage provided uinder IH.R. 10-210
would increase l)enefit. payments ICTId' the system. The net result
under Labor 1)epartnment estimates would be a redactioll in the total
deficit of the system by 1981 from the $13.1 billion projected under
current law to $8 billion under II.R. 10210. Of this total $.5.1 billion
redlict-ion in the projected deficit of the system. $4.9 billion is related
to an improvement, in the status of the Federal trust. fund accounts.

The following charts and tables present additional retaill concern-
ing the overall impact of H .R. 10210 on the coverage and fin:ancing
of the Unemployment Compensation p)rograins. The estimates in these
materials were prepared by the department of Labor using the as-
sumptions which are described below.

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

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

Fiscal year-

1977 1978 1979 1980 1981

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

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

Fiscal year-

1977 1978 1979 1980 1981

Unemployment (percent). 7.0 6.4 5.6 5.0 4.9

As8flumptiowns for estimated repayment of Stale loans.
(1) Repayments by the States do not begin until 1979.
(2) The average tax rate for all States is 2.7 percent.
(3) The additional Federal rates under the lkan repayment pro-

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

(4) Consumer Price Index estimates used for projection of total
wages in "key" loan States come from OMB Id-,less;on IReview of
the 1977 Budget.

(5) Til building of trust fund levels is based on the annual com-
puitation of revenue le s both cost and loan repayments for the fiscal
years 1979-81.

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

(7) Of the eight States which account for 89 percent of current
loans outstanding, two will l)e at a taxable wage base of 86,000 or
al)ove in 1979 and two will be above $4,200 without 1I.R. 10210.

Total unemployment rather than Insured unemployment.

-8-2. 1 'A 7f, - If 59



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

1977

Revenues

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

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

Expenditures ......

Regular benefits ........Extend ed/emergency
benefits ...............

Administrative costs. ....

171991980 JRPresent H.R. Present H.R. Present H.R. Present H.R. Present H.R.law 10210 law 10210 law 10210 law 10210 law 10210

9.8 10.1 10.7 12.0 10.8 14.1 11.1 15.4 11.8 16.3
8.2 8.2 9.0 9.6 9.1 11.1 9.3 12.3 10.0 13.2
1.6 1.9 1.7 2.4 1.7 3.0 1.8 3.1 1.8 3.1

14.3 14.3 11.6 12.0 9.6 10.3 9.5 10.2 10.3 11.0
8.8 8.8 8.5 8.8 7.9 8.3 7.9 8.3 8.6 9.0
4.2 4.2 1.8 1.9
1.3 1.3 1.3 1.3

.4
1.3

.8
1.2

.4
1.2

.7 .51.2 1.2

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

.81.2

0r

1978 1979 1980 lqR1



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

Amount owed as of Sept. 30
1976 1977 1978 1979 1980 1981

Present H.R. Present H.R. Present H.R. Present H.R. Present H.R. Present H.R.law 10210 law 10210 law 10210 law 10210 law 10210 law 10210
Total ............... 10.9 10.9 13.9 13.6 14.5 13.5 14.3 11.9 13.7 10.0 13.1 8.0

Attributable to State
loans ................. 3.2 32 3.8 3.8 3.9 3.9 3.8 3.7 3.5 3.4 3.1 2.9

Attributable to Federalresponsibilities ...... 7.7 7.7 10.1 9.8 10.6 9.6 10.5 8.2 10.2 6.6 10.0 5.1
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ADDITIONAL COVERAGE AND BENEFITS UNDER H.R. 10210
(Dollar amounts In millions]

Costs of additional benefit payments

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

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

(thousands) I benefits sidy 2 benefits sidy 3

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

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

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

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

reimbursement to the States for benefits paid in fiscal years 1978 and 1979 to
the extent such benefits are based on wages prior to Jan. 1, 1978 (and for some
benefits based on wages during January-June 197$).
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SELECTED UNEMPLOYMENT COMPENSATION STATISTICS, FISCAL YEARS 1974-77

Fiscal year-

1976
1974 1975 (prelim-

(actual) (actual) inary)

Labor force (thousands) .......................................
Covered employment (millions) (calendar year) ...............
Total covered wages (millions) (calendar year) ..........
Total taxable wages (millions) (calendar year) ...........
FUTA revenue (m illions) .......................................
State tax revenue (m illions) ...................................
Total unemployment rate (percent) ............................
Insured unemployment rate (percent) .........................

Benefit payments (billions):
Regular U I benefits ........... . ...........................
Extended benefits ..........................................
Emergency benefits .............................

90,008
66.7

$558.2
$265.5
$1,454
$5,263

4.9
3.0

91,876
65.6

583.8
280.8

$1,354
$5,299

7.2
5.1

$4.8 $9.8
.3 1.2,

.5

Item
Transition

quarter
(estimate)

94,800

$300
$1,400

7.1
4.2

$1.8
.8
.7

93,597
66.9

$633.9
$295.4
$1,531
$6,404

8.0
4.9

$11.1
2.9
3.3

1977
(estimate)

96,000
68.3

$685.2
$312.2
$1,600
$8,200

6.5
4.0

$8.8
3.1
1.1

a .
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Flew of FUTA Fueslds Ualer Eaxised Fodral Statute.

015% Employw Tax'

Monthly transfers of all net collections

:1,'EMPLOYMENT SECURITY ADMINISTRATION ACCOUNT (ESAA)
for finincilng administrative costs of the employment security proerenl (of
the 90% of estimated FUTA collections in a year rmainmg (after trant.
for of 10% to '_l, up to 96% mary be ppsroprtiated to finance Stet admin-
istrative costs, balance availale to meet Federal edminustrsaie costs)

Statutory limit retained in Ihi account at te beeinnung of a Inc¢al year is
40% of efiproptmasson for the prior fIcl year I

I t
Since April, 1972. Excess if '2,
monthly transfers t iOver statutory
1/10 of net coolkc limit on June 30
o Iof any Year

I
Excen if 1
is Oer statutory
limit on July 1
of any year and

it ) is not over Its
statutory limit

f
Excess if, 3
is over statutory
imit on June 30
of any yewI

I
Estiee. If.l)vd( 2
ae Over statutory
limit onmit3' is not.
on July I of any

I
2; EXTENDED UNEMPLOYMENT COMPENSATION AC I % 3, FEDERAL UNEMPLOYMENT ACCOUNT (FUA)COUNT (EUCA) for financing (tr s d extended UC aend FS J for repaytle advance. to Sates with deplewd reerve

progan I

IStalutoy imit- $760 million, or 0. 125% of total we. in cow-
rodemployment - precding calendar viea. whichie a grlewtr

Statutory limit. $60 million, or 0.125% of total wegt in cov-
e deployment un precedmg"caendar yer, Whecfwei u foretro j

Excesn if 1) 2 and ,3, a onve statutory limit on July 1 of any yaw

Distributon to State truss fund accounts wMen all 3 accounts wre fully
funded and no outstandiol adw, aes from General Revenne to
evder FUA or EUCA

iEffct e tx. sow 2.7 percent t os ffset egnst 3.2 percent Federal unemployment sax

66

U.S Department of Labor
Manpo s Admnistration
April B. 1976

rI -J I ,I I L .......... •

I
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STATE UNEMPLOYMENT FINANCIAL DATA: CALENDAR YEAR 1975

[Thousands of dollars]

Benefit payments
ReservesState taxes Interest credited Regular State State share of as of Dec.State collected to trust fund benefits extended benefits 31, 1975

Total ....................... 5,227,130 380,426 11,754,685 1,249,150 '4,351,538
Alabama ........................ 38,372 3,079 147,142 13,382Alaska ........................ 53,648 3,094 28,709 1,091 75,3D6Arizona .......... 27,002 6,151 109,226 14,205 67,569
Arkansas ................. ... . 31,804 1,556 90,741 8,037 1,578California ........................ 802,308 43,835 1,310,136 139,646 545,694
%,.oIoraGo ..........................
Connecticut ......................
Delaw are .........................
District of Columbia .............
Florid a ...........................

G eorgia ...........................
H aw a ii ...........................
Idaho ......................
Illin o is ...........................
Ind iana ..........................

See footnotes at end of table.

14,022
140,940
16,931
19,461
92,512

49,518
39,370
19,177

175,645
74,553

3,856
53

818
1,026

10,719

19,043
485

2,943
14,582
14,621

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

307,726

221,524
47,184
25,792

673,612
244,825

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

41,460

28,857
4,356
1,654

60,971
26,977

46,505

80,711
268,413

5,378
53,598

198,202

-.21



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

Benefit payments
/ _ReservesState taxes Interest credited Regular State State share of as of Dec.State collected to trust fund benefits extended benefits 31, 1975

oasas .......................... 33,642 5,157 92,788 7,506 63,21551,274 7,394 58,074 4,719 135,299Kentucky ......................... 55,267 9,332 137,816 11,606 137,435Louisiana ....................... 105,489 7,488 106,540 7,569 141,255Maine ........................... 29,762 599 53,029 5,302 (2)
Maryland ........................ 60,750 4,886 180,905 15,579 29,849oo Massachusetts ................... 269,997 1,628 476,884 49,573Michigan ........................ 283,801 4,267 835,930 132,475 2
Minnesota ...................... 84,920 1,034 175,392 17,785 2Mississippi ....................... 18,435 5,781 57,543 5,301 89,78Missouri ......................... 89,523 9,344 225,707 23,401 94,893
Montana ......................... 12,688 650 24,234 1,873 7,689Nebraska ........................ 18,137 2,313 46,781 4,434 28,698Nevada .......................... 31,285 671 47,354 5,655 3,856New Hamsphire .................. 15,333 2,183 44,462 1,819 28,766
New Jersey ....................... 374,803 41 651,407 98,957New Mexico ...................... 19,616 2,088 26,809 3,567 33,3 4?New York ........................ 651,628 50,111 1,254,189 161,046 574,197North Carolina ................... 75,295 23,519 300,648 24,748 342,031North Dakota .................... 11,768 1,117 11,007 477 22,633



OhioOklahoma.. . . . .i i i i i i i
O regon ...........................
Pennsylvania ....................
Puerto Rico ......................
Rhode Island ....................
South Carolina ...................
South Dakota .............
Tennessee ...............
Texas ...................

Utah ...................Verm ont.. . . . . . . . . . . .
Virginia. ................
W ashington ......................
West Vriginia ..........
Wisconsin ................
W yom ing ...........................

180,545
33,355
61,888

401,423
76,075

64,433
31,058
3,942

76,828
60,257

21,269
11,472
15,202

162,916
23,578

106,355
7,859

28,311
2,480
3,254

11,098
133

6
7,907
1,154

14,018
15,758

2,289
4

9,700
118

5,124

12,027
1,582

I Represents total reserves of the 37 States which had not exhausted their2 State has -borrowed from Federal accounts to meet benefit obligations.

634,241
65,177

138,851
970,603
102,535

88,393
157,022

9,424
193,668
175,391

40,573
28,446

138,105
199,536
60,317

259,864
6,405

57,763
6,697

11,801
62,540
14,212

12,142
14,052

569
18,446
20,200

3,702
3,319
9,652

20,324
4,599

13,058
303

reserves as of Dec. 31, 1976.

294,228
27,164
23,499

95,0P~
19,509

199,720
230,602

32,152
123,49?-

78,3P
120,851
30,885

CID,
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STATE UNEMPLOYMENT: CLAIMS DATA FOR REGULAR PROGRAM:
CALENDAR YEAR 1975

Number of beneficiaries

Total during
year

11,160,042

Average
number

per week

3,991,518

Percent of
Average benefici.
duration aries

of regular
benefits
(weeks)

15.7

exhausting
regular

benefits

37.8

Alabama .......... 193,230
Alaska ......... ... 26,622
Arizona............ 95,477
Arkansas .......... 112,841
California. ........ 1,267,665

Colorado .......... 53,857
Connecticut ...... 253,264
Delaware ......... . 34,349
District of Colum-

bia .............. 35,949
Florida ........... 324,456

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

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

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

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

New Jersey ........ 475,986
New Mexico ....... 3 1,890
New York .......... 883,251
North Carolina .... 450,229
North Dakota ...... 14,041

See footnote at end of table.

70

State

Total ........

58,252
7,035

38,644
41,204

421,433

25,132
83,971
11,366

13,539
129,553

84,198
14,460
11,591

216,752
86,487

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

61,484
155,694
255,339

60,117
29,876

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

178,813
14,734

394,117
114,777

4,879

12.9
14.6
16.8
14.3
15.6

16.1
16.6
18.9

19.4
15.5

12.3
16.2
11.5
15.4
13.9

13.7
13.3
14.0
15.0
11.9

15.2
18.5
16.2
15.0
13.4

15.2
14.5
14.0
15.6
11.1

18.6
17.8
20.7
12.0
13.9

32.3
22.2
50.4
34.8
37.5

59.2
33.8
38.1

45.8
59.1

41.8
37.9
31.9
39.9
40.1

44.7
36.4
31.6
36.9
37.9

35.9
41.0
39.4
50.9
30.1

38.3
38.6
44.7
43.5
10.7

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

Percent of
Number of beneficiaries Average benefici-

duration aries
Average of regular exhausting

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

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

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

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

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

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

CALENDAR YEAR 1975

Total number Total benefit
of beneficlaires payments

State during year (thousands)

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

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

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

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

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

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

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

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

See footnote at end of table.
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FEDERAL-STATE EXTENDED BENEFIT PROGRAM
CALENDAR YEAR 1975-Continued

State

O h io ... . . . . .. . . .. .. . .. .. .... .... .
O klahom a .......................
O reg o n ... ..... .................
Pennsylvania ....................
Puerto R ico .....................

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

Utah......
Vermont..
Virginia ......
Washington.West Virginia.

W isconsin .......................
Wyoming..-......................

Total number
of beneficiaires

during year '

147,347
28,860
39,165

211,508
85,586

38,470
40,175
3,247

87,512
102,750

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

27,603
666

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

Total benefit
payments

(thousands)

119,065
13,757
23,603

159,443
28,357

24,619
27,104

1,171
36,892
40,417

7,677
7,321

19,304
44,516
11,272

33,095
616

...........

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

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

Benefici-
aries

during year I

Total benefit
payments

(thousands)

Number
exhausting

benefits

Totals .............

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

Colorado ................
Connecticut ............
Delaw are ................
District of Columbia .....
F lo rid a ..................

G eorgia ....... .........
H aw a ii ..................
Id a h o ....................
Illin o is .. ................
In d ia na ..................

Io w a .............. .......
K ansas ..................
Kentucky ................
Louisiana ...............
M a ine ...................

M aryland............ .
Massachusetts .........
M ichigan ................
M innesota ...............
M ississippi ..............

2,764,215 $2,246,588

25,681
1,549

25,089
17,152

350,267

9,055
48,686
5,972

12,638
107,064

71,868
5,999
4,197

94,117
53,279

20,267
9,383

20,485
18,187
20,345

23,383
225,727
243,235
33,453
14,211

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

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

See footnote at end of table.
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18,727
1,770

13,815
10,203

203,080

6,530
28,897
3,909

16,398
47,820

48,937
7,837
1,974

57,662
41,448

9,434
5,701

14,840
11,034
8,202

14,173
222,077
220,244

25,776
6,276

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

534

196,922
3,044

424,116
28,808

336

1,270,913

7,088
309

13,117
5,019

204,719

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

65,080

23.144
1,875
1,623

40,750
32,924

8,166
2,714
7,089

11,260
9,207

19,432
63,738

146,778
13,729
3,808

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

25

126,960
2,522

112,390
9,766

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

Benefici- Total benefit Number
aries payments exhausting

during year ' (thousands) benefits

Ohio ..................... 80,530 $73,054 14,888
Oklahoma ............... 14,193 11,133 4,260
Oregon ........... 22,746 18,071 10,110
Pennsylvania ............ 132,094 122,293 38,410
Rhode Island ........... 67,714 55,615 63,806

South Carolina .......... 25,608 14,698 15,889
South Dakota ............ 1,747 835 971
Tennessee .............. 44,460 25,487 18,936
Texas ................... 45,401 35,961 17,291
Utah .................... 8,707 6,179 4,288

Vermont ................. 7,937 6,213 4,365
Virginia ................. 1,334 9,120 43
Washington ............. 89,255 64,766 51,855
West Virginia ............ 8,000 5,008 1,221
Wisconsin .............. 38,411 22,940 12,105
Wyoming ................ 389 150 3
Puerto Rico ............. 65,494 22,204 33,265

I Based on number of "first weeks" claimed during year.
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STATE INSURED UNEMPLOYMENT
Fiscal Year 1976
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265

UNEMPLOYMENT: 1960-75
[Rates In percent]

National unemployment rate

Year Total Insured

1960 ................................. 5.5 4.7
19 6 1 .................................. 6 .7 5 .7
19 62 .................................. 5 .5 4 .3
19 63 ................................. 5 .7. 4 .3
1964 .................................. 5 .2 3 .7

196 5 .................................. 4 .5 2 .9
1966 .................................. 3 .8 2 .2
19 6 7 .................................. 3 .8 2 .5
1968 .................................. 3 .6 2 .2
19 69 .................................. 3 .5 2 .1

19 70 .................................. 4 .9 3 .5
1971 .................................. 5.9 4.1
1972 ............................. 5.6 3.3
1973 ......... ....................... 4.9 2.7
19 74 .................................. 5 .6 3 .7

19 75 .................................. 8 .5 6 .4

Note: The insured unemployment rate represents the average weekly number of
insured unemployed as a percentage of the average number of persons in covered
employment.
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SIGNIFICANT PROVISIONS OF STATE UNEMPLOYMENT INSURANCE LAWS, AUG. 15, 1976

Benefits

Qualifying 
Duration in 52-week period e:wageor. Computa- 

Benefit weeks for firm (1 Taxes: 1975 Tax
employ- tion of wba Propor- total unemploy- worker in rates (percent ofmeant (fraction Wba for total tion of ment I specified wages)
(number X of hqw or unemployment Earnings base- timee and
wba or as Waiting as indi- disre- period Mini- Maxi- or size of Mini- Maxi.

State indicated) A week s cated) t 3 Minimum Maximum garded s wages 6 mum I mum payroll) Is mum mumAlabama ......... 1%Xhqw; 0 .......... %4 .......... $15 ....... $90 ..... $6. ... %........ 11+.... 26 ...... 20 weeks. 0.5.... 2.7.0not less
than$522.Alaska .............. $750;$100 1 .......... 2.3-1.1 18-23. 90-120... Greater 34-31s... 14. 28. Anytime.. 4.1.'outside percent of $10HQ. of annual orwages, basic00 plus wba.$10 per

depend-
Arizona...........Xhqw; 1 .$30.$375 in 5...... .. ...... $15 ....... % ......... 12+.... 26 ...... 20 weeks........ 2.9.

HO.
Arkansas ......... 30: wages 1 .......... 4, up to 15 ........ 100.... . 10. 26..days...........4.2.in 2 6 6.2quarters. percent

of Stateaww.California......... $750.1..I......... 4.-)...30 .... 104..... $18....%..... 12+j- 261..Over 1.7's.... 4.1.'
$1 0 in
any

Colorado ............ 30 .......... 1 .......... 60 percent 25 ........ 114 ....... ' wba . 7-10.. 26. 2 weeks. 0. 3.6.of "S of
claim-
ant's hw
up to bOw
percent
of Stateaww.



Connecticut ......... 40.........

Delaware ........... 36 ..........

District of
Columbia.

Florida ... ..........

Georgia .............
Hawaii ..............

Idaho ...............

Illinois ..............

liXhqw;
not less
than
$450;
$300 in 1
quarter.

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

ltkXhqw...

weeks
employ-
ment.

114X hqw;
not less
than
$520.01;
$416.01
in 1
quarter;
wages in
2 quar-
ters.

+ 1,000;
$27b
outside
HQ.

See footnotes at end of table

0 .......... 4 . up to
60 per-
cent of
State aww
plus $5
per de-
pendent
up toa.

0 .......... 0. up to
60 per-
cent of
State
aww.4

1 .......... ! a% to

percent
of State
aww plus
$i per
depend-
ent up to
$3.

............ 34claim -
ants
aww.

1. . s plus $I..Yj upto
66%
percent
of State
aww.

1 .......... 6e up to
60 per-
cent of
State
aww.

1 ........ claimant
aww up

percent
of State
aww. 0

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

20 ........ 125 .......

13-14..... 139 ' ......

Greater
of $10
or 30
percent
of wba.
wba ....

10 ........ 82 ...... . $5..

26Xwba
or 50
percentof bpw.

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

17 ...... 26 ......... do ...... 1.3..... 4.2.

3j weeks
employ-

ment

10 ...... 26 ...... 20 weeks . ..... 4.5.

27 ......... 90......$827 . 98 ....... 2 ........ %...... 9 ........ 26 ......... do ....... 08 .. -. 3.36.'5..........112. 2....... niorm.. 26'. _ 26' .... Any 3.0'.... 3.0.'
time."

17 ........ 99 ........ wba.... Weighted 10.sched-,

ule of
bpw in
rela-
tion to
hqw.

26 ...... 20 weeks
or $300
in any
quarter.

15 ........ 106-135.. $7 ........ Uniform .. 26 ...... 26 ...... 20 weeks..1 ....... 4.0.

1.1, .... 4.7.,



SIGNIFICANT PROVISIONS OF STATE UNEMPLOYMENT INSURANCE LAWS, AUG. 15, 19 7 6-Continued

State

Indiana .............

Iowa ................

Kansas .............

Kentucky ...........

Louisiana ...........

Benefits

Qualifying Duration in 52-week period Coverage:
wageloy Couta- Benefit weeks for firm (1 Taxes: 1975 Taxemploy, tio, of wba Propor- total unemploy- worker in rates (percent of

meant fractionn Wba ft totai tion ofspecified wages)
(numbyxr X of hqw tr unemployment Earni ns base- peftime ande

w ao as Waiting as indi- Earnigs onse toef
wba o as 

disre- period Mini- Maxi. or size of Mini- Maxi-
indicated) A week x cated) A 8 ;-*;nimum Maximum garded s wages S mum 0 mum payroll) Is mum mum
14Xhqw; 1 ......... 1 uo to t..

not oess
than
$500;
$300 in
last 2
quarters.

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

30; wages
in 2
quarters.

0 ..........
0o up to66%
percent
of State
aww.

1.......... s up to
60 per-
cent of
State

lXhqw; 0 .......... 3 UP to
8Xwba in 50 per-last 2 cent ofquarters; State
$250 in 1 aww.
quarter.

30........ 1.

,- ....... .P -VLLD. Greater
of $3 or
20
percent
of wba
from
other
than
BP
em-
ployer.

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

.......... 4+ ...... 26 ...... 2
0weeks. 0.08..... 3.1.

......... 10 ...... 39 ......... do . . 0.. 0 "..... . 4 .0 .

25 ........ 101 ....... . ..... 10.... . 26 ..... do ...... 0 . 3.6.

12 . 87 ........ 3 wages.. % ......... 15 ..... 26. .do.......1 ...... 3.2.

10 ........ 9014 ...... % wba.... % ........ 12 . 28.. do ... 1.0. 3.0.

$ -6§.s-



Maine ..............

Maryland ...........

Massachusetts .....

Michigan ...........

Minnesota ..........

Mississippi .........

$900; $250
in each
of 2
quarters.

1%Xhqw;
$192.01
in I
quarter;
wages in

2 quar-
ters.

$1.200 ......

14 weeks
employ-
ment at
$25.01
or more.

18 weeks
employ.
ment at
$30 or
more.

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

0 .......... 'n up to
52 per-
cent of
State
aww+$5
per de-
pendent
to 4
wba.

0 .......... %4+$3
per de-
pendent
up to
$12.

1 .......... 541- up
to 57.5
percent
of State
aww.
+$6 per
depend-
ent up to
% wba.3

0 .......... 60 percent
of claim-
ant's aww
up to $97
with
variable
maximum
for claim.
ants with
depend-
ent.1 .. . . . (-) ..........

12-17..... 79-119... $10 ....... H-H ...... 11+-25. 26 ......... do ...... 2.4 ...... 5.0.

10-13..... 894 ....... $10 ....... Uniform.. 26 ....... 26 ...... Anytime...7 ........ 3.6.

14-20..... 101-152.. $10 .......

16-184... 97-136... Upto)
wba.4

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

36 per- 9+-30.. 30.. 13 weeks. 3.9.. 5.1.cent.

weeks
employ-
ment

;ie
weeks
employ-Mont.

1 .......... ........... 10 ........ ....... $5 ......... ......... 12 ...... 26 ........ do ....... 4 ...... 2.7.

11 ...... 26 ......

13 ..... 26.. . .

20weeks .7 *. 6.6.o
or
$1,000
in cal-
endar
year.

20 .9* ...... 5.0.8weeks.'?

See footnotes at end of table.



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

Benefits

Duration in 52-week period Coverage:Qualifying 
Size ofwage or Computa. Benefit weeks for firm (I Taxes: 1975 Taxemploy- tion of wba Propor- total unemploy- worker in rates (percent ofmeant (traction Wba for total tion of meant specified wages)(number X of hqw or unemployment 4 Earnings base- time and/ -woo or as Waiting as indi- disre- period Mini- Maxi- or size ot Mini- Maxi-State indicated) t week 2 cated) Minimum Maximum garded wages $ mum I mum payroll) " mum mum

Missouri ......... 30xwba 110 ........ )e .......... $15.. $85.. $10 * ......... 8-13+.. 26 .... 20 weeks. 0' ...... 3.6.'$300 in 1
quarter;
wages In

ter.

Montana ............ I13xwba 1 1 ........ 48 up to 12 ........ 94 ........ (2) ....... (,).... 13. .. 26. .. Over 1.1, 3.1.ooutside 60 per- $50 ... .... .. ... n .H Q . cent of _5 _0 i
current
or pre.
ceding

12 ........ 80 ........ upto34 ......... 17..... 2S ...... 20 Y year.wba.4 .. .weeks ...... 2.7.

State
aww.

1 ...... ... ;14 - , ......Nebraska .........

Nevada .............

New Hampshire ....

New Jersey .........

$600: $200
in each
of 2
quarter.

14 Xhqw . .

$600; $100
in each
of 2
quarters.

20 weeks
employ.
ment at
$30 or
more; or
$2.200.

0

0 .......... is up to 16 ........ 94 ........ ) wages. -;i ........ i. 26. $ 2 25 in .6 .. 3.0.'50 per- anycent Of any

State quarter.aww.
.......... 2.3-1.2 14 ........ 95 ........ i wba.... Uniform.. 26. 26 ...... 20 weeks. 2.7 .... 4.0.percent

of annual
wages.1i ........ 66% per- 20 ........ 96 ........ Greater weeks 15 ...... 26...... $1.000 1.2 .... 6.2.jcent of of $5 or employ. In anyclaimants X wba. ment. year.aww up to
50 per-
cent of
State aww.

0



New Mexico ........ 5i X hgw

New York ...........

North Carolina ._

North Dakota .......

00 Ohio ...... ....... .

South Carolina,.

Oklahoma ..........

20 weeks
employ.
ment at
average
of $30 o
more.ii

I3Xhqw;
not less
than
$565.50;
$150 in 1
quarter.

40; wages
in 2
quarters.

20 weeks
employ-
ment at
$20 or
more.

1UXhqw;
not less
than
$300;
$180 in 1
quarter.

1PjXhqw;
not less
than
$500 in
BP;
$4.2G0

......... YA not e
than
10 per-
cent nor
more
than 50
percent
of State
avrw.

1 212 ...... 67-50 per-
cent of
claim-
anrs
aww.

Through 661pe--
eb. 15 centof

1977). State
aww.

1.......... 1 up to
67 per-
cent of
State
aww.

1 ........ claim -
ant's
aww+
d.a. of
$1-$55
based o.-
clairn-
ant's
aww and
number
of de-
pend-
entt. i

.......... 'is up to
66% per-
cent of
State
aww.

.......... PA up to
55 per-
cent of
State
oww

16 ........ 78 ........... 3 wba .... ... 18+.... 30 .......

20 ........ 95 ........ (2) ........ Uniform .. 26 ...... 26 ......

20 weeks.
or $450
in any
quarter.

$300 in
anyQUarter.

15 ....... 105 ....... i wba .... bpw .... . ........ ..... 20 weeks .2 ....... 4.7.

15 ........- 107 ..... _ wba .... (6) .... 18 . 26. do...... . ....... 4.2.

.6 ...... 3.6.

1.3 .... 5.0.

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

ZO ...... 26 ......... do ....... I .... .. 3.8.

10 ........ 103 ...... y wba .... ....... 10 ...... 26 ...... 20 weeks..25 ...... 4.1i

16 ........ 93 ........ $7 .... ...... . 10+ .... 26 .. ... _do..... 4 ....... !2 7.

See footnotes at end of table.



SIGNIFICANT PROVISIONS OF STATE UNEMPLOYMENT INSURANCE LAWS, AUG. 15, 19 7 6 -Continued
t

Benefits
Qualifying 

Duration in 52-week period Coverage:
eloy- Size of

wepor tomfu wa 
Benefit weeks for firm (Ie nt (fraction Wba for tota Propor- total unemploy- worker intion of ment7 specified(number X of hqw or unemployment 4 Earnings base- sied

wba or as Waiting as indi- tieadsdse- period Mini- Maxi- or size of
State indicated) & week' cated) t 3 Minimum Maximum garded wagesil mum I mum Payroll) i

0 Oregon .............
00

Pennsylvania .......

Puerto Rico .........

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

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

21+30;
not less
than
$150;
$50 in 1
quarter;
wages in
2 Quar-
ters.

1.......... 1.25 per-
cent of
bpw up
to 55
percent
of State
aww.

0 .......... 0-4f up
to 66%i
percent
of State
aww 4
$5 for 1depend.
,ent; $3
for 2d.

1.......... s-yk. up
to 60
percent
of State
aww.

Taxes: 1975 Tax
rates (percent of

wages)

Mini. Maxi-mum mum

$28 ....... $102 ...... 3wba.... 9-26 26 . 18weeks 1.224'
or $225
in any
quarter. 4

$13-18... $125-133. Greater Uniform.. 30 ...... 30 .... Any time
of $6
or 40
percent
wba.

1.0

2.856..

4.0.

7 .......... 60 ........ W ba ......... do ...... 20 7 .... 20 T ........ do. 2.95.... 3.45.



Rhode Island ....... 20 weeks
employ-
ment at
$46 or
more; or
$2,760.

South Dakota ....... $400 in
HQ: lox
wba
outside
HQTennessee .......... 36;Q.

$338.01
in 1
quarter.Texas .............. 13Xhqw;
not less
than
$500 or
% FICA
tax base.Utah ..... 19 weeks
employ.
ment at
$20 or
more;
not less
than
$700.

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

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

See footnotes at end of table.

1 ........ 55 percent
of claim-
ant's aww
up to 60
percent
of State

aww. +
$5 per
depend-
ent up to$20.

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

26-31..... 100-120.. $5 ........ .weeks 12 ...... 26 ....... 3.2... 5.0.employ.
ment.

19 ........ 89 ........ wages
up to%wba.

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

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

l o ........ 4s ......... 15 ...... 63 ......

1 ......... 3. up to
65 per.
cent of
State
aww.

1 .......... % claim-
ant's aww
for high.
est 20
weeks up
to 60
percent
of State
aww.

10 _. ... II0 .......

15 ........ 96

20 .. _ _ 103 .......

Greater
of $5
or tj
wba.

Lesser of
$12 or
X wba
from
other
than
regular
em-
ployer.

$15+$3
for
each
depend-ent up
to $15

Greater .
of H
wba or
$10.

27per. 9. .. 26 ......... do . Icent.

Weighted
sched-

ule of
bpw in
rela-
tion tohqw.

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

10-22.., 36 ...... $140 in
CQ in
curre nt
or pre-
ceding
calen-dar
year.

4.0.

1.4 .... 2.7.'
-11

12... .. 26 ...... do ....... 05 ... 2.7.



SIGNiFICANT PROVISIONS OF STATE UNEMPLOYMENT INSURANCE LAWS, AUG. 15, 19 7 6--Continued

Benefits

Qualifying 
Duration in 52-week period Covera e:wage or Computa- - Size ofgemploy- o Benefit weeks for firm (I Taxes: 1975 Taxtion of wba Propor- total unemploy- worker in rates (percent ofmeant (fraction Wba for total tion of ment 7 specified wages).(number X of hqw or unemployment 4 Earnings base- wtese and/wba or as Waiting as indi- - disre- period Mini- Maxi- or size of Mini- Maxi-

State indicated) I week 2 cated) ' 3 Minimum Maximum garded wages' mum I mum payroll) ' mum mum
Washington ...... $1.550 .... I .......... Its of hqw $17 ....... $102. $5y .. . 8+23+. 30. Anytime.. 3.0'.... 3.0.sup to50 wages.... nyi e 30l ..

percent wages.
of Stateaww.West Virginia...$700 ... i .... 1.9-0.8 14....128 ... $25...Uniform.. 26 ... 26 ... 20 weeks. 0...3.3.percent
of annual
wages
up to
6641
percent
of Stateaww.

Wisconsin ......... 17weeks 101...50percent 23...122...up to~ "ioweeks 1-13+.. 34 ... 20 weeks. '0... 94.7.employ- O claim- wba. employ.ment; ant's awwaverage up to 66 ment.
44.01 percentor more of Statewith I aww.

employer.Wyoming ........... 20 weeks I1. ..... I up to 50 10 ... 95 .... .. $ 0employ- 1........ u Me .. .$10.... 11-24... 26. $500 in 0.79.... 3.49.percent . . .. 0 n 0ment with of State 
orren20 hours aww. 
or pre-In eachweek 
darinweek 
calen.

+800 in dar
bpw. year

0



I Weekly benefit amount abbreviated in columns and footnotes as wba;base peri o P; base-period wages, bpw; high quarter, HQ; high-quarterwages, hqw; average weekly wage. aww; benefit year. BY; calendar quarter.CO; calendar year, CY; dependent, dep.; dependents allowances, da.;minimum. min.; maximum. max.
2 Unless otherwise noted, waiting period same for total or partial un-employment. N ew York, 2-4 weeks; West Virginia, no waiting period requiredfor partial unemployment, No partial benefits paid in Montana but earningsnot exceeding twice the wbe and work in excess of 12 hours in any I weekdisregarding for total unemployment. Waiting period may be suspended ifGovernor declares state of emergency following disaster. New York, RhodeIsland. In Georgia no waiting week If claimant unemployed not through ownfault. I
s When States use weighted high-quarter, annual-wage, or average weekly-wage formula, approximate fractions or percentages ip ured at midpoint oflowest and highest normal wage brackets. When da provided. fractibn appliesto basic wba. In States noted variable amounts above max. basic benefitslimited to claimants with specified number of dependents and earnings inexcess of amounts applicable to max. basic wba. In Indiana da. paid only toclaimants with earnings in excess of that needed to qualify for basic wba andwho have 1-4 dependents. In Michigan and Ohio claimants may be eligiblefor augmented amount at all benefit levels but benefit amounts above basicmax. available only to claimants in dependency classes whose aw-. are higherthan that required for max. basic benefit. In Massachusetts for c:a.inant withaww in excess of $66 wbe computed at 1/52 of 2 highest quarters of earningsor 1/26 of highest quarter if claimant had no more than 2 quarters work.
, When 2 amounts given, higher includes da. Higher for min. wba includesmax. allowaniceforone de. :Michigan for 1 dependent child or 2 dependentsother than a child. In the iict of Columbia and Maryland. same max. withor without dependents.
ain computing wba for partial unem ploymont, in States noted full wba paidif earnings are loss than 1/2 wba; 1/2wba if earnings are 1/2 wba but lessthan wba.
* With exception of Montana and North Dakota, States noted have weightedschedule with percent of benefits based on bottom of lowest and highestwage brackets. In Montana, duration is 13, 20, and 26 weeks, depending onquarters of employment; in North Dakota, 18. 22. and 26 weeks, dependingon amount of SP earnings.
7 Benefits extende-J under State program when unemployment in Statereaches specified levels: California. Hawaii, by 50 percent; Connecticut by 13weeks. In Puerto Rica benefits extended by 32 weeks in certain industriesoccupations or establishments when special unemployment situation exists.Benefits also may be extended during periods of high unemployment by 50percent, up to 13 weeks, under Federal-State extended compensation pro-

gram and up to 26 addii;.mal weeks under the Federal supplemental benefitsprogram.
1 For claimants with minimum qualifying wages and minimum wba. whentwo amounts shown, range of duration applies to claimants with minimum.jalifying waqes in BP; longer duration applies with minimum wba; shorteruration applies with maximum possible concentration of wages in HQ.;therefore highest wba possible for such BP earnings. Wisconsin determinesentitlement separately for each employer. Lower end of range applies toclaimants with only 1 week of work at qualifying wage; upper end to claimantswith 17 weeks or more of such wages.
' Represet;ts minimum-maximum rates assigned employers in CalendarYear 1975. Alabama, Alaska, New Jersey require employee taxes. Contri-butions required on wages up to $4,200 in all States except Missouri.$4.500; Alabama. Montana. Rhode Island, $4.800; Michigan, New Jersey$5.400; Connecticut. Georgia, Iowa. Utah. Wisconsin. $6,000; Nevada.$6.100; Minnesota. $6,200- California. Oregon, $7.000; Washington.$7,200; Hawaii. Idaho, $7,860; Alaska. $10.000.
I0 Waiting period compensable if claimant entitled to 12 consecutiveweeks of benefits immediately following, Hawaii; unemployed at least 6weeks and not disqualified, Louisiana; after 9 consecutive weeks benefitspaid, Missouri; when benefits are payable for third week following waitingperiod. New Jersey; after benefits paid 4 weeks, Texas, Virginia; after any4 weeks in BY. Minnesota; after 3d week unemployment, Illinois; after 3dweek of total unemployment Ohio; after 1 week, Wisconsin.
II Or 15 weeks in last year and 40 weeks in last 2 years of aww of 30 or•iore, New York.
12 For New York, waiting period in 4 effective days accumulated in 1-4weeks; partial benefits 1/4 wba for each 1 to 3 effective days. Effective days:fourth and each subsequent day of total unemployment in weak for whichnot more than $95 is paid.
iS To 60 percent State aww if claimant has nonworking spouse; 66-2/3percent if he had dependent child, Illinois; 60 percent of first $85. 40 per-cent of next $85, 50 percent of balance up to $105. Minnesota.14 July 1, 1977. 63 percent. July 1. 1978, 66-2/3 percent, Delaware Sept. 1.1976. 66-2/3 percent. Louisiana.
is In addition to total wages of $1,550, claimant also must have either (1)16 weeks of employment with wages of 15 percent of average wage or (2)600 hours of employment.
iS $1,500 in any Calendar Quarter in current or preceding Calendar Yearunless otherwise specified.
17 Also covers employers of 20 or'more agricultural workers in 20 weeks,Hawaii; covers 4 agricultural workers in 20 weeks. Minnesota.
ii Maximum amount adjusted annually by same percentage increase asoccurs in State aww.
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APPENDIX A.-CONSTITUTIONALITY OF STATE AND
LOCAL COVERAGE: LABOR DEPARTMENT OPINION

U.S. I)FI.ARTMENT OF LABOR,
OrFICE OF THE SOLICITOR,

Wash.inqton., D.C., June 28, 1976.

MEM..ORA.N-DUMi OF LAW

TIE CONSTITUTIONALITY OF REQUIRING STATE LAW COVERAGE OF STATE
ANDLOCAL GOVERNMENT EMPLOYEES UNDER TIHF. FEDERAL-STATE UN-
EMPLOYMENT COMPENSATION PROGRAM

The question addressed in this paper is whether the Congress has
the constitutional power to enact a statute requiring the States, as a
condition of continued participation in the Federal-State unemploy-
ment compensation program, "to (over employees of State and local
governments. This question is especially pertinent, in light of the deci-
sion of the Supreme Court in National League of Cities v. U1sery,
- U.S. -, June 24, 1976, which struck down the Fair Labor
Standards Act requirements of mandatory coverage of State and local
government employees tinder that act's minimum wage and overtime
provisions. We conclude that National League of Cities is clearly
distinguishable and that Congress has the power, under the taxing avid
general welfare clause of the Constitution, to condition continued par-
ticipation in the Federal-State unemployment compensation program
on unemployment compensation coverage of State and local govern-
ment employees.

BACKGROUND

The basic structure of the Federal-State unemployment compensa-
tioh program has remained unchanged since the enactment of the
Social Security Act on August 14, 1935. In title IX of that act a pay-
roll tax of 3 percent was laid on private sector employers. A credit
of up to 90 percent of the tax, or 2.7 percent, was allowable for con-
tributions paid into a State unemployment fund, tinder a State unem-
ployment compensation law found to meet the conditions for approval
set out in title IX. A State which had an approved unemployment
compensation law could apply, tinder title III of the act, for grants
of funds to assist the State in the administration of its law; the pay-
ment of such grants would be certified upon a finding that the State
law contained the further provisions required by title III. The pro-
visions on grants remained in title TIT of the Social Security Act, 42
U.S.C. 501 et se.n., while the taxing provisions are in the Federal
Unemnlovent Tax Act, chapter 23 of the Internal Revenue Code
of 1954. 26 IU.S.C.. 3301 et sea. The renuirements for State unem-
nlovnent compensation laws are set out in 42 IT.S.C. 503(a) and 26
U.S.C. 3304(a). respectively.

(9.5)
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For the first 37 years of this cooperative program no provision of
the Federal statutes required the State laws to cover any specific
class of employees in either the public or private sector. Inducement
or persuasion of State law coverage was founded on the tax credit
in the Federal Unemployment Tax Act. Credit. against the Federal
tax was based on contributions into a State unemployment fund on
the same payroll, and coverage of th6'State law was based on the pay-
roll subject to contributions. In this way State law coverage for com-
pensation purposes wvas generally as broad a3 the tax coverage of the
Federal Unemployment Tax Act, although the States retained the
authority to adopt more restrictive coverage or expand coverage be-
yond the inducement provided by the Federal law.

In the employment security amendments of 1970 (Public Law 91-
373), Congress amended section 3304(a) of the Federal Unemploy-
ment Tax Act to add new requirements for approved State unemploy-
nient compensation laws. Among the new requirements was section
3304(a) (6) (A), which required State laws to cover for compensation
purposes employees of nonprofit organizations and employees of State
hospitals and institutions of higher education. Another new require-
ment, added to section 3304(a) (12), required States to permit politi-
cal subdivisions of the States to elect coverage for compensation pur-
poses of employees of hospitals and institutions of higher education
operated by the political subdivisions. These were the first coverage
requirements to be contained in the Federal Unemployment Tax Act,
and were requirements for State laws beginning in 1W2. Expansion of
coverage to those three classes of employees was accomplished by
making the coverage a State law requirement instead of taxing the
States and localities; the employment of those three classes of em-
ployees still remains excepted from Federal tax coverage.

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

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

ARGUMENT

Article 1, section 8, clause 1, of the United States Constitution con-
fers upon (ongress the power: "To lay and collect Taxes, Duties, Im-
posts and Excises, to pay the Debts and provide for the common
Defense and general Welfare of the United States * * * '.

It is witHin the powers of Congress to lay taxes and provide for the
general welfare. Thus, as this memorandum will demonstrate, it is
within the power of Congress to impose the Federal unemployment
tax and grant a credit against the tax on the condition, among others.
that State unemployment coin l)ensation laws cover State and local
government employees. It is aiso within the power of-Congress to
grant funds tothe States to assist them in the administration and fund-
ing of their approved unemployment compensation laws, to place
limitations on those grants, and to make it a condition of such grants
that the State unemployment compensation laws be approved under
the Federal Unemployment Tax Act.

1. TIlE DECISION OF TIlE UNITED) STATES SUPRF3ME (OURT IN STEWARD

MACHINE CO. V. I)AVIS IS CONTROLLING ON TIlE POWERS OF CONGRESS
UNDER THE TAX AND GENERAL WELFARE CLAUSE

The issue of State law requirements as a condition of the approval
of State unemployment compensation laws for tax credit purposes was
fully argued and decided in favor of the validity of the Federal statute
in Steward laeh ine Co. v. Davis, 301 U.S. 548 (1937). The Court held
that it is within Congress' power under the tax and general welfare
clause to prescribe conditions for a tax credit which it found were
related in subject matter to activities "fairly within the scope of na-
tional policy and power" (301 U.S. at 590), and which would "assure
a fair and just requittal for benefits received". (301 U.S. at 598). The
conditions, it said, are "not directed to the attainment of an unlawful
end, but to an end. the relief of unemployment, for which Nation and
State may lawfully cooperate". (301 U.S. at 593). "In determining
essentials Congress must have the benefit of a fair margin of discre-
tion." (301 U.S. at 594). In regard to these conditions, "inducement
or persuasion does not go beyond the bounds of power". (301 U.S. at
591). On the 10th amendment issue the Court ruled that the pro-
visions are-not void as involving the coercion of the States in contra-
vention of the 10th amendment or of restrictions implicit in our
Federal form of government.

In its opinion the Court referred to the events which led to the pas-
sage of the Social Security Act. I)uring the years 1929 and 1936 the
number of unemployed workers rose to unprecedented heights, often
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averaging more than 10 million, and at times reaching peaks of 16
million or more. The problem had become national in area and dimen-
sions. and the States were unable to give the requisite relief. Obliga-
tions incurred by the National Government for emergency relief were
almost $3 billion in the period between January 1, 1933 and July 1,
1936, and the obligations of State local agencies' were half that sum.
For public works and unemployment relief for the 3 fiscal years
1934, 1935, and 19316, the National Government expended "the stupen-
(lolls total" of a little less than $9 billion. "It is too late today for the
argument to le heard with tolerance that in a crisis so extreme the use
of moneys of the Nation to relieve the unemployed and their depend-
ents is a use for any purpose narrower than the promotion of the gen-
eral welfare.' (301 'T.S. at 586-587).

In these circumstances there was an urgent need for some remedial
expedient. It was said that the freedom of the States to contribute
their fair share to the solution of the national problem was paralyzed
by fear, and to the extent the States failed to contribute to relief
"a disproportionate burden. and a mountainous one, was laid upon
the resources of the Government of the Nation." (301 U.S. at 588).
The Social Security Act was an attempt to find a method by which all
the public agencies may work together to a common end. In devising
the tax and tax credit Congress did not intrude upon fields foreign toits function. Its intervention is to safeguard the Nation's treasury, and
as an incident to that protection to place the States upon a footing of
equal opportunity. (301 U.S. at 590-591). "Nothing in the case sug-
gests the exertion of a power akin to undue influence, if we assume
that such a concept can ever be applied with fitness to the relations
between State and Nation." A State which enacted an unemployment
compensation law to conform with the Social Security Act cannot be
said to have acted "under the strain of a persuasion equivalent to
u1iidue influence, when she chose to have- relief administered under
laws of her own making, by agents of her own selection, instead of
under Federal laws, adlministered by Federal officers, with all theensuidg evils. at. least to many minds, of Federal patronage and
power." (301 U.S. at 590).

Some of the conditions attached to the allowance of the tax credit
are designed to tgive assurance that the State unemployment compen-
sation law shall be one in substance as well as name. Others are designed
to give assurance that contributions into a State's unemployment fund
Shall be protected asrainst loss after payment to the State. (301 U.S.
at 575). The conditions attached to the payment of granted funds toa State likewise are signednd to give assurance to the Federal Gov-
ernment that the moneys granted by it will not be expended for pur-
poses alien to the grant, and will he used in the administration ofgenuine unemployment conmensation laws. (301 U.S. at 578). Con-gress must have the benefit of a fair margin of discretion in determin-

ing the standards which in its judgment are to be ranked as funda-
mental. (301 U.S. at 594). An unemployment law framed in such a
par that tie unemployed who look to it will be deprived ofreasonableprotection is one in name and nothing more. "What is basic and essen-
tial may be assured by suitable conditions." (301 U.S. at 593). One
cannot say" that the basic standards have been determined in any arbi-
trary fasl;ion. (301 U.S. at 594).
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The operation of the cooperative program in a State is dependent
on the statutory consent of the State. A State so consenting obtains
a credit of many millions in favor of her citizens out of the treasury
of the Nation. "N where in our scheme of Government-in limitations
express or implied of our Federal constitution---do we find that she
is prohibited from assenting to conditions that will assure a fair and
just requital for benefits received." (301 U.S. at 597-598).

Further support for the scheme of tax credit and grants is found
in other cases decided the same (lay as Steward. In Carmichael v.
Southe?, Coal & Coke Co., 301 U.S. 495 (1937), the Court upheld the
constitutionality of the Alabama unemployment compensation law
which was designed to meet the requirements of the Social Security
Act. Arguments as to the validity of the Alabama tax and conten-
tions based on the tenth amendment were rejected. In one holding
the Court said that if the tax, qua tax, is valid, and the purpose speci-
fied is one that would sustain a separate appropriation out of general
funds, "Neither is made invalid by being bound to-the other in the
same act of legislation," citing CincinntateSoap Co. v. United State8,
301 U.S. 308, 313 (1937).

And in Helvering v. Davis, 3031 U.S. 619 (1937), the old age tax
and benefit provisions of the Social Security Act were upheld against
similar challenges on constitutional grounds. Holding that Congress
may spend money in aid of the general welfare, the Court said that
the conception of the spending power advocated by Hamilton and
strongly reinforced by Story has prevailed over that of Madison, with
broad discretion not confided to the courts in the exercise of the power.
"The discretion belongs to Congress, unless the choice is clearly wrong,
a display of arbitrary power, not an exercise of judgment." (301 U.S.
at 640). When an act is challenged as invalid "'we naturally require
a showing that by no reasonable possibility can be challenged lIgis-
lation fall within the wide range of discretion permitted to the Con-
gress'" (301 U.S. at 641), quoting from United State8 v. Butler, 297
U.S. 1, 67. Citation for comparison was made to Cincinnati Soap Co.
v. United States, in which the Court stated that it would require a
very plain case to set aside a conclusion of Congress whether a tax
it has imposed by law serves the purpose of the taxing power. (301
U.S. 308, 313).

Measured by these pronouncements the conditions of State law cov-
ewage of State and local government employees clearly are Within
the Congress' powers under article 1, section 8, clause 1, of the Consti-
tution. The discussion following shows that those conditions are fairly
within the scope of national policy and power and have not been
determined in any arbitrary fashion, and that those conditions involve
no infringement of State sovereignty or constitutional federalism.
Finally, there is discussion of the separable provisions on limited
financial support of State laws.

II. TIlE CONDITIONS ON COVERAGE OF STATE AND LOCAL GOVERNMENT

EMPLOYEES ARE FAIRLY WITHIN THE SCOPE OF NATIONAL POLICY
AND HAVE NOT BEEN DETERMINED IN ANY ARBITRARY FASHION

As originally enacted, the Federal Unemployment Tax Act covered
employers of eight or more workers. In 1954 coverage was extended to
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employers of four or more workers (Public Law 767, 83d Congress,
2d Session), and in 1970 coverage was further extended to employers
of one worker (Public Law 91-373). Other changes expanding cover-
age also were made in the 1970 act. In the bill now before the Congress,
I-.R. 10210, in addition to the provisions on coverage of State and local
government employees, coverage would be extended to agricultural
workers and domestic employees.

As Congress has progressively expanded and improved the Federal-
State unemployment compensation program it also has broadened
the national protection of unemployment compensation. In 1954 it
brought under this protective relief all Federal employees (Public
Law 767, 83d Congress, 2d Session; 5 U.S.C. §§ 8501 et seq.), and in
1958 it followed with the Ex-Servicemen's Unemployment Compensa-
tion program (Public Law 8.5-848; 5 U.S.C. .§ 8521 et seq.). Both
of these programs are administered by the States as agents of the
United States in conjunction with their own State laws.

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

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

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

The proposals in H.R. 10210 for expanding the coverage of the Fed-
eral-State unemployment compensation program do not represent a
new initiative into areas untouched before, particularly as to State
and local government employees. In the special unemployment assist-
ance program the Congress saw a need for protective relief and met
it. The program has been extended recently to 2 years to fulfill this
need-Public Law 94-45-and.to fill the gap until the permanent
changes are enacted and take effect.

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

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

The committee does not want to change the present tax status of
nonprofit organizations, but is concerned about the need of their em-
ployees for protection against wage loss resulting from unemployment.
Houe bill

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

States would be free to go beyond the Federal coverage provisions
and bring under the State law any additional groups which the State
legislature considers appropriate. (Senate Report No. 91-752,
Marh 26, 1970, pages 14-15. To the same effect: House Report No.
91-412, November 10, 1969, pages 11-12).

An estimated 940,000 State government employees were, brought
under coverage by the 1970 amendments. Another 3.5 million workers
were brought in by other amendments, still leaving approximately 12
million not covered by any unemployment compensation program.
The total number of workers then covered by all programs was over
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62 million. The special unemployment asance program tempo-rarily fills the gap for the omitted 12 million workers Most of these
12 million workers would be coveted under the amendments proposed
in -I.R. 10210.

Congress has manifested a continuing concern in bringing appro-
priate segments of the labor torce under unemployment compensation
protection, and in improving the program. In the Senate FinanceCommittee's sulmmary of the major amendments in Public Law 91-:373, by way of illustration, it said:"The bill wotlid extend the coverage of the ueIlployment con.
Pensaion program to additional jobs, establish a permanent programof extended benefits for people who exhaust their regular State bne-
fits during te periods o high unemployment, provide tle States with
a procedure for obtaining judicial review of certain adverse deter-
mnatons by the Secretary of Labor, improve the financing of theprogram, provide certain limited req uirements for State unemploy-
ment cornsation programs which are designed to protect the nmt-
rety, of the program, and make other changes to stretgthen the
Federal-State une a)loyment compensatio system." (Senate Report
No. 91-75, March 26, unm l , page 1-2. To the same effect: House
Report No. 91-12, november 10, 1969, pages 1. 2).t

'1he extension of coverage referred to in the Senate report included
limited coverage of State and local government employees. The
amendments proposed in }.R. 10210 build uon the prior extensions
of coverage and improvements in the program, icludng an extension
of coverage to mprost vtate and local government en ployees. Under
t ve l)toposed amendments it is estim oerd that am additional 600000
State employees and 7,700,000 local cmln)loyees would be brought under

the program 's coverage.
The background of the emergency unemployment compensation and

special unemployment assistance programs is particularly relevant to
the extensions of coverage proposed in tI.R. 10210. The two programs
were combined in H.R. 16596 when the bill was reported favorably by
the Committee on Education and Labor. House Report No. 93-1528,
dated IDecember 9, 1974, eloquently relates the setting:

"T'lie Emergency Jobs and Unimployment Assitance Act of 1974
is a direct outgrowth of the deteriorating economic situation. No more
devastating description of the current situation can be written than
the dry prose of the Bureau of Labor Statistics official release on 'The
Employment Situation: November, 1974.' The situation as described
by the statisticians of BLS should be known to all who wifi act on this
bill and the committee is therefore reproducing the following extract
from the release as the best statement of the necessity for immediate
action on this bill:

"When Nation's unemployment rate rose from 6.0 percent to 6.5
percent in November * * *. The jobless rate was at its highest level
since October 1961.

"Total employment * * * fell by nearly 800,000 in November to
85.7 million * * *

* * * *

'See also pp. 1-2 and 6-7 of Senate Report No. 1794, July 12, 1954 (i.R. 9709). anti

pp. 1-4 of senate Report No. 2489, Aug. 14, 1958 (H.R. 11630).
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"The number of persons unemployed reached nearly 6 million in
Noveimiber, tlp 460.000 from tie )revious month * * *.

"Grim though the present picture is, it is necessary to add that the
prospects for the future are even more grim. * * * economists differr
only on the extent of t)e deterioration that lies ahead.

"Unemployiment insurance has been t basic tool for counteracting
cyclical downturns in the economy since. the 1930's. It is the basic
program to cushion the shock of 1unenIl)lo me Iet. but experience has
shown that its gaps in coverage and limited duration leave many
workers without essential )rotection. Title II l)rovides an interim
approach to the problem. * *

"It is obvious that we are in the throes of an economic crunch of
major scope. Proml)t action to l)rovide at least a reasonable measure
of income maintenance is require(l to avoid further spreading of the
ripple effects of unemployment.

* * * * * *

"New coverage equivalent to that under State I'I laws would be
ayailable for the first time for u) to 12 million workers not now
covered. * * *

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

"State/local government.-M'ore than 8 million workers in State
and local government, who are still outside the regular UI system
would be included in title II. Particularly vulnerable are large
numbers employed in this field, especially it lower skill levels, in
public works and maintenance, and in hospital and food service
occupations. Governments are subject to the same inflationary, pres-
sures and shortages as other emplovers and restructurinig of priori-
ties due to limitation on revenues imiav have considerable impact on
these employees."

The problem is plainly national in scope. State and local govern-
ment employees are subject to the same perils of unemployment and
its ensuing destitution. Today, as in the 1930's, the burden of fur-
nishing relief has fallen on'the Xational Treasury. The remedial
expedient for this need was adopted in the Social Security Act, and
it exists today as the most appropriate means adaptable to the end
sought. As the Court said in llhering v. DaiM, 301 U.S. 619, 641:
"Nor is the concept of general welfare static. Xeeds that were narrow
or parochial a century ago may be interwoven in our (laY with the
well-being of the Nation. What is critical or urgent charges with
the times."

In-the light of the history of legislation in the field o.f unemploy-
ment relief, the action of the Congress in extending unemployment
compensation protection to State and local government employees
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cannot be said to fall outside the scope of national policy and power
or to have been determined in any arbitrary fashion. in making states
and local government employee coverage a condition of the approval
of State laws, instead of making the states and localities subject to
the Federal Unemployment lax Act, the ('ongress has devised a
standard which is in all respects most suitable in the treatment of such
coverage. Its actions in the past are within the "fair nacgin of dis-
cretion" vested in the ('ongress by the Constitution, as its action
would be in passing the amendments )rO)Osed in H.R. 10210.

III. NO INFRINGE3ENT OF STATE SOVEREIGNTY OR CONSTITUTIONAL, FED-
ERALISM IS INVOLVED IN TIlE CONDITIONS ON COVERAGE OF STATE ANI)
LOCAL GOVERNMENT EMPLOYEES

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

The conditions on State law coverage differ from other conditions
upheld in towardrd machinee Co. v. David, 301 I'.S. 548 (1937). in
requiring the coverage of the State's own employees and employees
of its political subdivisions. Acceptance of those, conditions by' the
State is necessary for it to continue to obtain the tax credit for private
employers in the State. and to continue to receive granted funds and
participate in the Federal-State unemployment compensation pro-
gram. No tax is laid upon the State ofr its localities under the Federal
Unemplovnent Tax Act. The statutory consent of the State is still
require(l.as with the original conditions, and tile l)ro,,ria1z will not
operate in a State without its consent. The critical )oint is whether.
in requiring the State's assent to cover State and local government
employees under its statewide unemployment compensation l irogran.
the C;ongress infringes on the State's sovereignty and the )rinciple
of constitutional federalism.

In United Satem v. Bekin8, 304 U.S. 27, 52 (1938), the Court said
that the 10th amendment protects the right of the States to make
contracts and give consents where that action would not contravene
the provisions of the Constitution. "It is of the essence of sovereigtnty
to be able to make contracts and give consents bearin 'r upon trhe exel-
tion of governmental power."' (304 U.5. at 51-t2.) And, citing the
,Steward case, the Court stated that the formation of an indestructible
Union of indestructible States does not make in)ossible "cooperation
between the Nation and the States through the exercise of the power
of each to the advantage of the people who are citizens of both." (30-1
U.S. at 53).

KSteward Maihilne ('o. v. Pari, smp,', furnishes more insist on the
issue. Noting that even sovereigns may contract without derozating
from their sovereignty, the Court found no roomt for touhbt that the
,tates could contract with Congress if tile eSsente of their statehood
is maintained without impairment. (301 I.S. at 597.) There the Court
found no impairment of statehood in the nuntrots conditions on
participation in th,. Federal-State unemployment compensation
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program. The conditions upheld at that time were pervasive, intruding
upon the States' finances and controlling the handling of its revenues
from taxation. among other matters.

Bekins and ,Steward hol that cooperation of tl States and the
Nation through the consent of the States is of the essnce of sover-
eignty rather than imlairnent. Cooperation is permi ible where it
is to the advantage of the people who are citizens of both State and
Nation. The Court put the proposition more succinctly in (Carmiehadl
v. southernn ('oal - ('ok, Co., 301 U.S. 495 (1937), decided on the same
day as ,teiard, in upholding the constit itionality of a State unem-
ploymnent compjJensation law enacted with the objective of obtaining
tile benefits of the tax credit and grants under the Sccial Security
Act. In concluding its opinion, the ( ourt said :"The power to contract
and the power to select appropriate agencies and instrumentalities
for the execution of State policy are attrilbites of State sovereignty.
They are. not lost by their exercise." (301 U.S. at 526.)

Sujbstant ially the salmne conside'at tons which led to the consent
upheld in Stetivrd and ('anmieihuel are present today. I I'emloylment
hits risell to heights which olice agaill requires relief from the Nation.
ant([ consequent drains on tile Treasury. ( congress. has setl the leed for
extending the duration of benefits payable tnder the regular unem.
vloyivtent compensation lrogralts, atiid has eiacted the Etmergency

7nemlployinent ('ompensation Act of 1974. A new perception of thc
needs of tle people has led to tihe enactment of tlie Special I 'employ-
tment Assistance program, to furnish relief to the 12 million workers
who are not covered 1)v t}he regular tlnemlphymetit compensation pro-
grams. They suffer as micl from the vicissitiltils of 1nell 1loviient a';
those cover;td by the regular programs: relief for them serves the saiiie
purposes. State and local government employees are the largest group
covered by the special program., The special programmt is federally
financed. It tills agap most States have failed to Occup, or to eticomi-
Ia18 comtpletely. Most of the worked's covered by the special program
would'be Ibrought under the Federal-State unemployment compensa.
toll'ograll by aineienditents proposed in 11.11. 10210. The drain ltpon

- ledejal resources will to that extent cease : the National protitra1 will
be, balejui.l to better serve the people who are cit jens of both the
St ates and the Nat ion.

Consent of the States to the conditions on coverage of State and
local government etmplo ees is "a fair and just requital for benefits
received." (Steward, 301 1.S. at 598). ('overage is achieved without
laying a tax on the States and localities or their employees, or increas-
ing the Federal unemployment tax on employer. Finatiing of aduin-
istrative and benefit costs of such coverage is left to the States, to de-
vise the means according to their own interests. Cooperation is attained
in carrying out national policy of strengthening and improving the
Federal-State utnemniloyment coutl)ensation program, which leaves
to the States the administration of State unemployment compensation
laws of their own making. State and local government employees are
to be treated alike in all States, and placed on an e(Iual footing with
employees of the IFederal (;overtnent and the few State and local

government employees who are already covered. No infringement of
State sovereignty o.r constitutional federalism occurs in the presence
of such consent.
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\The consent required is not different in principle from the consent
required to give effect to the original Social Security Act. With
each change in lhe conditions of the Federal Unemployment Tax Act a
renewal or reformation of consent is necessary. Renewed consent was
freely given in 1972 to the several new conditions added by the Em-
plo'ment Security Amendments of 1970 (Public Law 91-373), among
which weer the conditions on coverage of State and local government
employees. 11.11. 10210 would add other new conditions, in addition
to broadening the conditions on coverage of State and local govern-
meat employees. In the light of the considerations which have led to
the new conditions, Congress is not to be faulted as exceeding the
bounds of its powers. In seeking to strengthen and improve the Fed-
enl-State unemployment compensation program, Congress may
from time to time add conditions which it might have included in the
first instance, and may reshape the old conditions to fit its new per-
ceptions of national l)olicy. The conception of the consent, required
is the same whether considered in reference to new conditions on cov-
erage of State andi local government employees or to new conditio')h
dealing with other matters.

The 1970 amendments furnish historical support for coverage of
State and local government employees with the consent of the States.
The new conditions were freel) assented to by the States.No 01CO-
p!aint has been l)resse(l that the 1970 conditions or the consents then
given were invalid nuder the Constitution. No contention has been
pleaded that assent to those conditions resulted in any impairment of
State sovereignty or breach of constitutional federalism. Nor will
such impairment or breach result from the reshaping of the conditions
on coverage of State and local government employees by the 1)roo)sa
in I.R. 10210.

As an exertion of the taxing power. tile conditions on coverage of
State and local government emlployees clearly (10 not infringe on

eIel''ring v. Gerhardt that the 10t aumendmeit was revised only as
a shield to protect the States from curtailment of the essential opera-
tions of government which they have exercised from the beginning
(304 U.S. 40,. 417 (1938)). It decided in that Tcase that the income tax
applied to the salary of an official of the Port of New YXork Authority
"neither precliodes lor threatens unreasonably to obstruct any func-
tion essential to the continued existence of the State government."
(304 U.S. at 424).

The conclusion which necessarily follows from this analysis is that
the conditions on St-ate law coverage of State and local government
employees, as now set forth in the Federal UnemlPloyment "Tax Act
and as proposed to be amended in H.R. 10210, do not infringe upon
the constitutional rights of the States.

V. THE EoTSION OF 7HE UNrTD STATES StP"EMZ COURT 1N NATIONAL
LAAOVI Op CITI S V. U6TFRy DOES NOT RENDER UNCONSTITUTIONAL UN-
EMPIOYMECNT ('0MI'EN5ATION COVRItAGE OF STATE ANI) IOAI, GOVERN-
MENT KMPLOYF.8

Application of the 10th amendment to the exercise of the taxing
and general welfare power in article I, section 8. clause 1, of the Con-
stitution is clearly distinguishablee from 10th amendment limitations
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on the exercise of the Federal power to regulate commerce under
article 1, section 8, clause 3. enunciated in National League of Cities
v. Uaery, supra. National League of Cities held that Congress exceeded
its authority under the commerce clause by extending mandatory
coverage uider the minimum wage an(I overtime provisions of the
Fair Labor Standards Act (29 U.S.C. §4.201 et seq.) to employees
of State and local governments. 29 U.S.C. 203(d), (s)(5), and
(x). The Court held. using the Fry v. United Stotes, 421 U.S. 42,
547 (19T5). test, that "Congress has sought. to wield its power in a
fashion which would imlpair the States' 'ability to function effectively
within a Federal system.'" thereby exceeding the scope of power
vested in it by the commerce clause, and by that action impermissibly
penetrate(] the 10th amendment barrier against infringement of the
States' reserved powers'. Slip opinion at 17-18.

The Federal Unemployment Tax Act and title III of the Social
Security Act, as enacted, and as proposed to be amended by sections
115 andi 212 of II.R. 10210, derive from Congress' power to lay and
collect taxes and to provide for the general welfare. U.S. Constitu-
tion. article 1. section 8, clause 1. supra: Steward Machine Co. v.
Davis, 301 U.S. 548, 590 (1937). As stated in Steward Maehine Co.,
participation in the Federal-State unemployment compensation pro-
gram is voluntary on the part of the States and is constitutional undr
the taxing and general welfare clause. Id., at 590 and 591. Neither
regulation nor lack of consent is involved in the extension of unem-
ployment compensation coverage to State and local government
employees.

National League of Cities has no application to statutes enacted
under the taxation and general welfare clause: "Ve express no view
as to whether different results might obtain if Congress seeks to affect
integral operations of State governments- by exercising authority
granted it under other sections of the Constitution such as the spend-
ing power, article 1, section 8, clause 1, or section 5 of the 14th amend-
ment, (Slip opinion at 18, n. 17.)

The opinion of the Court also left unanswered Mr. Brennan's state-
ment in his dissenting opinion that the Federal Government might
apply the Fair Labor Standards Act provisions to State and local
government eniployees by making such coverage a condition for the
receipt of Federal grants. See slip opinion, J. Brennan's disent at
24-25; see also Ateward Mache Co., s pra. 301 IU.S. at 591, 593-98;
and Cineinvati Soap Co. v. United States, 301 U.S. 308, 313 (1937).

The Court in National League of Cities stated that Congress ex-
ceeded its authoritv under the commerce clause, by forbidding choices
to State and local governments in regulating relationships with their
own employees. Slip opinion at. 14. The Court held that the only "dis-
crotion" left to the States under the amended Fair Labor Standards
Act was to raise taxes or cut services or payrolls to meet their in-
creased costs under that act. lUnlike the Fair Labor Standards Act,
the Federal l'nemployment Tax Act and title II of the Social Se-
curity Act offer the States the discretion of participating in the bene-
fit system.

As seen in the Supreme Court's clear language in National Leanpw
of Cities, that decision is not apllicable to enactments which derive
from the taxation and general welfare powers, such as the provisions
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in the Federal Unemployment Tax Act and the proposed amendments
in section 115 and 212 of H.R. 10210. Unlike the Fair Labor Standards
Act amendments struck down in National League of Cities, the pro-
visions on unemployment compensation coverage of State and local
government employees are not regulatory in nature, and are consistent
with the historic structure of the Federal-State unemployment com-
pensation program. States are not forbidden choices in regulating
relationships with their employees, nor are they stripped of their
discretion of participating in the benefit program.

V. TIE LIMITATIONS ON FINANCIAL SUPPORT OF STATE LAWS SEPARABLE
AND WITHIN CONGRESS; POWER UNDER TIlE GENERAL WEI.FARE CLAUSE

The validity of the conditions on coverage of State and local gov-
ernment employees is not affected by the amendments proposed in
section 212 of M R. 10210, under which the financial support of grants
and sharable compensation would not be furnished with respect to
the coverage of any State or local government employees. As explained
above, the funds for the financial support of all States is governed by
the sum of the collections under the F ederal Unemployment Tax-Act.
Because the States and localities are not subject to the Federal Un-
employment Tax Act there is no contributory source of funding with
resTect to State and local government employees.

a result the States will have to bear a portion of the costs of
administration and what constitutes sharable compensation as to other
workers covered by the State's laws. This is not different in principle,
however, from the necessity undertaken by the States from the incep-
tion of the progrant to bear the costs of unemployment compensation.
Th's was implicitly upheld in Steward Ma'ahine Co. v. Davis, 301 U.S.
548 (1937), in ruling that the Nation and the States may cooperate
in this manner to achieve a common end. The benefit created by statute
may be partial, requiring the States to contribute a share of the costs,
as in matching grant programs and the Federal-State Extended Un-
employment Compensation Act of 1970.

Provision for less than full financial support needs no other au-
thority than the statute itself. Congress has the power to create
benefits by statute, and to attach any conditions to the benefits which
it deems appropriate and suitable to the purpose. Steward Maphine
Co. v. Davis, sawpra. Having the power to create benefits. it may be
exercised or not as the Congress decides in its judgment, and benefits
once created may be abolished. Congress determines the scope of the
benefits it creates; it is not compelled to cover the entire field as the
judgment of others may conceive the proper scopo. Therefore, it may
provide a partial benefit, although there may be no explicit condition
that the State make up the balance. The ahbnce of an explicit condi-
tion does not make the benefit any less valid. Of nere.sity the balance
must be provided for the benefit to operate in the fashion intended by
the Congress. What is implicitly necessary need not. be explicitly
required for the statute to be vwfld. In this. as in matters concerning
the operation of the benefit, the Congress determines the conditions
upon which the benefit is to be given.

In Stetard Maohine Co. v. Dovis. 301 U.S. 548. 599 (19l37), rht
Court said that the financial support provisions of title III of the
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Social Security Act are separable from the tax. The condition requir-
ing coverage is in the Federal U'nellployment Tax Act. The financial
Silport provisions are valid, therefore, without regard to the condi-
tions stated in the Federal Unemployment Tax Act.

There is a rational basis for the provisions in H.R. 10210, under
which les,; than full financial support would be furnished to the
States. ''he provisions cleairlv are within the "fair margin of discre-
tion" vested in the Congress.

CON ('I,.sION

Provision for coverage of State and local government employees
under State unenploymnent compensation laws. as a condition of the
tax ('redit mnder the Federal Unemployment Tax Act, is within the
tax and general welfare powers of the Congress under article I, section
8., clause 1. of the U.S. Constitution. Provision for less than full finan-
cial support of State tinemlil)lovment compensation laws is within the
general welfare power of t he Congress under article I, section 8,
clause 1. of the '.S. Constitution. 'T hose provisions do not infringe on
State s vereignty or constitutional federalism.

Natiomml League of 'ities %. lPsery. - U.S. --. June 24, 1976, is
iot applicable io the provisions otrunein)loymient compensation cov-
erage of State and local government enlhyees in the Federal Un-
eml)ovment Tax Act, or as proposedd in JI.i. 10210 now before Con-
gress. There are at least two major (list inct ions bent ween the Fai r Labor
Standards Act amendments struck down by the Sulpreme Court in
.Yational League of Crt's and the enacted and proposed l)Oviions
on unemployment compensation coverage of State and local govern-
ment employees:

1. The Fair Labor Standards Act amendments wer( enacted under
the conimerce fiuse. The uinemiplovJnent comnipensation provisions come
under the taxat ion and general wel fa re ("spending power") provisions
of the Constitution. The Supreme Court specifically excluded statutes
enacted under the sending power and the 14th amendment from the
holding in National League of 'ities.

2. The Fair Labor Standar'ds A't amendments were regulatory in
nature. with io options afforded the States. The unemployment conl-
l)entsatioi provisions now enacted and proposed by II.R. 10210 are con-
sistent with and lit into the historic structure of the Federal-State an-
eml)loynent coml)ensation program, which permits States the option
of paI-tieipation. In this manner the unemlplo ,nent compensation pro-
visions are vitally different. from the miniimm wage and overtime
provisions in the Fair Labor Standards Act amnendnients. States are
not forbidden choices; choice is the essence of the Federal-State un-
eniployient compensation program.

Accordingly, the provisions on coverage of State and local govern-
ment Pil )loyees, enacted in tile eliplovment sectm'ity ameni(lnelits of
1970, are in'accord with the U.S. Constitution. The amendments pro-
posed in H.R. 10210. concerning the extension of coverage to State and
Socal government eniployees generally. and provision for less than full
financial support for State unemlploylment coll)pelsation laws, also are
in accord with the UT.S. Constitution.

W IILLIAM .1. Kitnrw~,

Solicitor of Labor.
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APPENDIX B.-CONSTITUTIONALITY OF STATE AND
LOCAL COVERAGE: CRS MEMORANDUM

ThF LIBRARY or CoNaREss,
CONORESSIONAIL RESEARCH SERVICE,

Wa.7ngton, D.C., August 9,1976.
To: Hon. Russell B. Long, Chairman, Senate Finance Committee.
From:American Law Division.
Subject: Coverage of State and local government employees under

the Federal-State unemployment compensation program-the
constitutional considerations.

Pursuant to your request, we have examined the cases pertinent to
the general question of whether and to what extent the Federal Gov-
ernment may, under its powers to regulate commerce, article I, sec-
tion 8, clause 3. and to tax and spend for the general welfare, id.,
clause 1, regulate the relationships between State and local govern-
inents and their employees. We have specifically focused upon the
problem of whether Congress, in light of the U.S. supreme Court deci-
sion in National League of Cities v. U8ery, (locket No. 74-878, June 24,
1976, has the constitutional power to enact a statute requiring the
States, as a condition of continued participation in the Federal-State
unemployment compensation program, to cover employees of State
and local governments. In our study of the problem. we have reviewed
the Solicitor of Labor's Memorandum of Law, June 28, 1976.

In our analysis which follows, we first discuss the Solicitor of
Labor's Opinion in terms of its conclusions as well as its rationale.
Then we set forth the points with which we disagree or which we be-
lieve are in need of greater refinement and further clarification. We
conclude with our own analysis of National Leaque of OiiWs and try
to relate how the portions of that decision whicli are relevant to the
problem here may affect the constitutionality of section 115 of H.R.
101210.

In his June 28th Opinion, the Solicitor of Labor concluded that. (1)
the Supreme Court's decision in Natimial League of Citie8 was clearly
dstinuishal)le from the situation involving an amendment to the
Federal ITneninlovment Tax Act proposed by 1I.R. 10210, section
115; and (2) the Congress has the power, under the taxing and gen-
eral welfare clause of the Constitution. to condition continued partici-
pation in tht'.Federal-State imemnnoyment compensation program
on the unemplovment coverage of State and local tzovypnment em-
p ovees. (Se e femorandum, of Late, U.S. Department of Labor, Office
of Solicitor, June 28. 1976, at 1 and 21-92.) In that opinion, the
Solicitor also concluded that provision for less than full financial sup-
port. of State unemnlovment compensation laws is within the general
welfare power of the Con,,ress under article 1. section S. clause 1,
of the Constitution. The Solicitor found further that in enacting, such
a scheme Congress would not be infringing uon a State's sovereignty.

(111)



296

In its conclusion that the National League of Cities decision is not
applicable to the provisions on unemployment compensation coverage
of State and local government, employees, the Solicitor's Opinion rea-
soned that there are certain fundamental differences between the Fair
Labor Standards Act Amendments of 1974, struck down by the Court
in National League of Cities, and the enacted and proposed provisions
on unemployment compensation coverage of State and local govern-
ment employees. These differences are: (1) The basis of Congress'
authority in enacting the Fair Liabor Standards Act Amendments of
1974 was the commerce clause of the ('onstitution; while the power to
enact the unemployment compensation provisions is derived from-the
taxation and general welfare clause of the Constitution; and (2) The
Fair Labor Standards Act Amendments of 1974 were regulatory in
nature and were made mandatory rejuiremintes compelling the States
and local governments to comply': while the unemployment compen-
sation provisions now enacted and proposed by H.R. 10210 permit
States the option of participation. The taxing and spending power,
from which the unemploymnnt compensation program derives its
existence, is a noncoercive power insofar as the States are concerned.
Congress may offer the money and impose conditions, but Congress
gets its way only if the money and conditions are accepted.

We are in basic agremeit with most of the analysis presented in
tie Solicitor's Opinion. We accept. the following: (1) its explanation
of the structure anti operation of the Federal-State unemployment
compensation program; (2) its historical development of the cfianges
and expanded coverage in the program ; (3) its discussion of the hold-
ing in Steward Machine Co. v. Davis, 301 U.S. 548 (1937)-a case
which we, too, believe is controlling on the powers of Congress under
the taxing and spending clause of the Constitution ; and (4) its recog-
nition of the basic differences between a statute such as the Fair Labor
Standards Act and one resembling statutes relating to an unemploy-
ment com sensation program predicated on a cooperative arrangement
between the Federal Government and the States. In two respects, we
find that we have to take issue with the interpretation of the Solicitor
of Labor. We are not in full agreement with the Solicitor's analysis of
footnote 17 in Natimial Leaquae of Cities (slip opinion at 18) : nor do
we feel that the Solicitor's Memorandum. of Law adequately discusses
(a) the subject of Congress power to condition Federal grrants and
(b) the tyne of conditions deemed constitutionally permissible.

National League of Cities dealt specifically with the power of the
Federal Government to mandate minimum wages and maximum hours
for certain State and local employees. The Court held that "* * * inso-
far as the challenged amendments operate to directly displace the
states' freedom to structure integral operations in areas of traditional
governmental functions, they are not within the authority granted
Congress by Art. 1, sec.- 8, clause 3."' (Slip opinion, at 18.)

While the Court rejected Congress' ability through the commerce
clause to enact laws affecting the emnloynient conditions (in this in-
stance their wages and hours) of public employees on the State and
local levels, in a footnote it stated, "WVe express -no view as to whether

- different results might obtain if Con.ress seeks to affect inte..ral op-
erations of state governments bv exercising authority granted it under
other sections of the Constitution such as the Spending Power, Art. I,
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sec. 8. cl. 1, or sec. 5 of the Fourteenth Amendment." [Id. at n. 17].
[Emphasis supplied.] The Solicitor of Labor's opinion seems to view
this footnote in %,ery decisive terms. The Solicitor prefaced the citation
of tile quote with tihe following remark, "National League of Cities
has no appication to statutes enacted under the taxation and general
welfare clause * * [Solicitor's Opinion at 19]. [Emphasis sllp-
plied]. The Solicitor later reiterated, ".s seen iii the Supreme Court's
clear language in Nalional League of Cities, that. deeisi. is iot ap-
piwable to enetments whleh derie'fron? the taxation, anl general
welfare powers, such as the provisions in the Federal Ilnenml)loyment
Tax Act and the proposed amendments in sections 115 and 212 of 1I.R.
10210." (1d.) [Emphasis supplied.]

We regard footnote 17 in National League of Cities more as a restir-
vation of judgment by the Court than a definitive conclusory state-
ment. There is no way of predicting how the Court will rule in the
future when the same issue comes before it but in the context of the
taxing and spending clause instead of tile ('oimerce power. Al that
the Court decided in Vational League of Cities is that Congress does
not have the authority under the commerce clause to impose minimum
wage and nIaximum hour provisions upon State and local government
units. Because of the reservation of judgment in footnote 17, the ques-
tion of whether (ongress can enact legislation affecting State and
local employees plrsuant to its authority tnder the taxing-and general
welfare clause is an open one.

It is true that Congress' power under the commerce clause is differ-
ent from its power unter the taxing al(l sp ending clause in the Con-
stitution. In the former situation, Congress acts pursuant to a granted
power that is enforceable directlyy against the regulated body.f and the
exercise of such a granted p6wer as tie commerce power is only limited
by express restraints within the text of the Constitution itself and by
general requirements of rationality and nonarbitrariness that govern
the exercise of all congressional powers. In the instance of Congress
acting pursuant to article I, section 8. clause 1, said power does not. re-
strict Congress to taxing and spending to implement the granted pow-
ers of Congress and therefore need not be limited to, for example, mat-
ters in interstate commerce or the like; however, this taxing and gen-
eral-welfare power is a noncoercive lower insofar its the. States are
concerned. Despite the distinction between these two clauses in the Con-
stitution and the Court's reservation of judgment in footnote 17, we
feel that it is impossible to conclulde-with any degree of certainty that
a different result will be forthcoming front ihie Court when it decides
a case involving a statute enacted pursuant to the taxing and spending
power.

In Natioal League of (ities. the Court did expres, an overall con-
cern for the preservation of state sovereignty. ,Just ice Rehnquist, writ-
ing for the Maiority, stated. "* * * We have repeatedly recognized that
there are-attributes of sovereignty attaching to every state govern-
ment which nmav not be impaired by Conirress. not because Congrems
may lack an affirmative Lrant of lettisitive authority to reach the
matter. but because the Constitition irohibits it from exercising the
authority in that manner." (slip oplinlon, at 11).

Congress may have to be concerned with how any of its legislation,
which relates to State an(1 local employees. enacted pursuant to taxing
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and spending power or section 15 of the 14th amendment, affects State
sovereignty. The remark made by Justice Brennan in his dissenting
opinior lends support to the view that National League of Cities has
left some unanswered questions. Ie wrote: "* * * Even if Congress
may nevertheless accomplish its object ives--for example by condition-
ing grants of federal funds upon compliance with federal minimum
wage and( overtime standards. cf. Oklahoma, v. United S'tates (7ivil
&revir'e Com,',n. 330 1.S. 127, 144 (1947)-there is an ominmos
portent of disruption. of our constitutional strueturc inp ieit in today's
nischievous decision " (Id., at 24-25.) (Emphasis supplied.)

In addition to taking issue with the Solicitor of Labor concerning
the degree of finality to be given footnote 17, we also feel that the dis-
cussion relating to conditions attached to Federal funds pursuant to
the general-welfare clause needs further refinement and a more exten-
sive explanation in order to better understand the extent to which
Congress may condition grants to States for the implementation of a
joint Federa -State program or for the State administration of a fed-
erally funded program.

It is now well settled that Congress may extend its financial resources
to the States for implementation of joint Federal-State programs or
State-admiinistered I)roiramnis subject to Federal conditions. If the
States fail to comply or if they comply inadequately, the Federal Gov.
ernment maly cut off funds; o'n the ot)ier hand, the Federal courts are
available to compel through injunctions compliance with the conditions
agreed to by the States. Rosado v. Wyman, 397 U.S. 397 (1970). Ni-
merous cases testify to the validity of this application of "cooperative
federalism." (See Wing v. Smith, 392 U.S. 309 (1968); California
Dept. of iuman Resoures Development v. Java, 402 U.S. 121 (1971) ;
Townsend v. Swank, 404 U.S. 282 (1971) : Shea v. 1ialpando, 416 U.S.
251 (1974) ; Ph brook v. 0lodgqett, 421 V.S. 707 (1975)).

But it needs to be restated that while the Federal Government
through its taxing and spending power may promote ends that are not
within its other enumerated powers. the States retain the option of
entering into or refusing to enter into the Federal relationship and
accepting the proffered money on the stipulated conditions. Therefore,
a condition such as the one proposedd under the unemployment com-
pensation program differs from the regunlatory aspect inherent in the
Fair Labor Standards Act Amendments of 1974. In the former situa-
tion. States are given a'choice and participation is voluntary; while
in Ihe latter. States were required to comply. Of course, if the States
reject the condition the following results will flow from such a de-
cision: (1) a halt in participation in the Federal-State unemployment
compensation program: (2) a loss of the benefits stemming from the
allowable, tax credits accorded private employers; and (3) a cut-off
of federally granted funds to assist States in the administration of
the program. The decision by States not to comply with the proposed
requirement. of covering employees of State and local governments
tinder their unemployment statutes as a condition of continued par-
ticipation in the Federal-State unemployment compensation pro-
gram does have serious consequences. Not only are the States them-
selves affected, but also. the private employers will suffer by no longer
beinq able to enioy the tax credits driven them. Thie phenomenon
we just described appears to detract from the "voluntariness" of the
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Federal-State unemployment compensation program. This type of
arrangement contained in the l)rop6sed legislation may be subject to a
State challenge of "coercion."

'T here is a ( discussion of "coercion" and "undue influence" in Steward
larh h;e Co. v. Davi8, 8uprra, 580', 590-591. The Court in Steward Ma-

chine (o. noted that, "Nothing in the case suggests the exertion of
a power akin to undue influence, if we assume that such a concept can
ever be applied with fitness to the relations between state and nation.
Even on that a um)tion the location of tle point at which pressure
turns into compulsion, and ceases to he inducement, would e a ques-
tion of degree,-at times perhaps. of fact.." (d., at 590). So long as
a State makes a choice of her unfettered will, though induced, but not
under the strain of a persuasion equivalent to undue influence, id., the
choice stands. I lore. the. Federal Government was acting to ameliorate
the travails of unemployment, to safeguard its own treasury, and to
place the States upon a footing of equal opportunity. (Id., at 590-
591). It is important to point out that the Court reserved the issue of
the propriety of indlicing. State conduct unrelated to the fiscal need
subserved by tlie tax in its normal operation or to any other end
legitiniately nltionll (Id., at 591).

Ihe Solicitor of Lab)or discusses the. issue of State consent, volun-
tariness, and coercion in his Memora/lam of Law. (See Solicitor's
Opinion. at 5-7: 14-18.) We agree with the Solicitor's l)asic conclusion
that it is within the power of Congress to (I) grant. funds to States
to assist. t heni in the administration and funding of their approved
unemployment compensation laws and (2) to place limitations on
those grants. Tile Solicitor's statement that it is also within CongressI

authority to make it a condition of such grants that State inemnploy-
ment compensation laws be approved mnder the Federal Unemploy-
ment lax Act is in need of further clarification which we develop
below.

If Congress chooses to condition Federal grants-in-aid to bring about
the submission of each State to coverage of its employees and the em-
ployees of its political subdivisions, this approach would arguably be
permissible under such precedents as Oklahoma v. .S. Ciril,.Srvire
CommA.q;on. 330 U.S. 127 (1947). In that case, the Court sustained
the requirements of the Hatch Act and the C.S.C. ordr. This order
directed th.,t for engaging in partisan political activity (a violation of
the Hatch Act.). the Oklahoma I firhway Commission member should
be removed or there would be withheld from the State Federal high-
way funds an amount of money quilll to the coipensation of the
colilIissioner. The Court wrote, "While the United States is not
concerned with and liasn power to regulate, local political activities as
such of state olticiAls, it does have power to fix the terms upon which
its money allotments to states shall lw disbulrsed. The Tenth Amend-
ment. does not forbid tie exercise of this power in the way that.
Congress has proceeded in this case * * * The end sought by Congress
through the Ilatch Act. is better pulic service by requiring those who
administer funds for national needs to abstain from active political
partisanship. So even though the action taken by Congress (loes have
effect upon certain activities within the state, it has never been
thought. that such effect made the federal act, invalid * * * W1e. do
not see any violation of the state's sovereignty in the hearing or order.
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Oklahoma adopted the 'simple expedient' of not yielding to what
she urges is federal coercion * ** The offer of benefits to a state by
the United States dependent. upon cool)eration by the stste with
federal plans, assuredly for the general welfare, is not unusual." Id.,
143-144.

Further analysis, we think, will indicate that there are significant
limiting principles regarding the approach of conditioning Federal
grants.

As the language quoted above from Oldahmna makes clear and as is
evident from the language of other cases, while Congress is not
limited in attaching conditions in its taxing and sJ)ending programs
to its enumerated powers, it is limited to the extent that the conditions
must be reasonably related to the purposes of the taxing and spending
programs themselves. This limitation was suggested by Justice Stone
in United States v. Bttler, 297 U.S. 1, 85-86, (1936), in arguing that.
the majority's objections to conditioning were inappropriate, and by
Justice Cardozo in Ste ward .larhine Co. v. Dais, supmvz, 590-591, 593.
In Ivanhoe Irrigation Dist. v. McCracken, 357 U.S. 275, 295 (1958),
the Court said:

"Also beyond challenge is the power of the Federal Government
to impose reasonable conditions on the use of Federal funds, Federal
property, and Federal privileges * * * [T~he Federal Government may
establish and impose reasonable conditions relevant to federal interest
in the. project and to the over-all objectives thereof."

Aid in Lau v. Nichols, 414 I.S. 563, 569 (1974), it was said: "The
Federal Government has power to fix the terms on which its money
allotments to the States shall be disbursed. fCiting Oklahoma v. Civil
Service Conmn.] whatever may be, the limits of that power, Steward
Machine Co. v. Davis, 301 U.-S. 548, 590 et 8eq., they have not been
reached here."

The conditions attached in the various programs with which these
cases were concerned all had to do with assuring the fair and efficient
use of Federal moneys to accomplish the purposs of the programs
for which revenues were raised and allocated. None of them was di-
rected to accomplishing something extraneous to the. program. Given
Congress' power to enact the program, all of the conditions Congress
chooses to establish must be attached for the purpose of Insuring
that in operation the system does indeed perform the functions that
Congress wants performed. Congress cannot simply attach conditions
to the program for purposes other than to insure the best performance
of the program.

The Solic'itor of Labor's Opinion notes that with respect to State
compliance: "The consent required is not different in principle from
the consent required to give effect to the original Social Security Act.
With each change in the conditions of the Federal Unemlovment Tax
Act a renewal or reformation of consent is necessary. Renewed con-
sent was freely given in 1972 to the several new conditions added by the
Employment Security Amendments of 1970 (Public Law 91-373),
among which were the conditions on coverage of State and local gov-
ernment employees. H.R. 10210 would add other new conditions, in
addition to broadening the conditions on coverage of State and local
government employees. In the light of the considerations which have
led to the new conditions, Congress is not to be faulted as exceeding the
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bounds o2fits powers. In seeking to strengthen and improve the Fed-
eral. State Unemployment (ompensation Program, Congress may
from time to time ad conditions which it m'i.ht have included in the
fir8t intance, and may reshape the old conditions to fit it8 new percep-
tions of national policy. The conception of the consent required is the
same whether considered in reference to new conditions on coverage
of State and local government employees or to new conditions dealing
with other matters." (Solicitor's Opinion, at 17). (Emphasis
supplied.)

The point that we believe needs emphasizing is that the conditions
attached to the Federal grants-in-aid cannot be for a purpose wholly
extraneous to the program, ebg. via conditions, Congress could not
enact an entirely different program to achieve the coverage of other
employees not reachable in the general exercise of Congress' taxing
and spending powers. The Solicitor of Labor does point out that in the
1970 Amendments there is historical support for coverage of State
and local government employees with the consent of the States. The
Opinion notes: "The new conditions were freely assented to by the
States. No complaint has been pressed that the 1970 conditions or the
consents then given were invalid under the Constitution. No conten-
tion has been pleaded that assent to those conditions resulted in any
impairment of State sovereignty or breach of constitutional federalism
Nor will such impairment or breach result from the reshaping of the
conditions on coverage of State and local government employees by
the proposals in H.R. 10210." (Id.)

To reiterate, Congress may attach reasonable conditions to its tax-
ing and spending programs, but in order to be reasonable, and not
arbitrary, the object. to which the conditions must relate is the legiti-
mate purpose of the spending program to which the conditions are
attached. It is not valid for Congress to attach conditions that, in and
of themselves, promote the general welfare, because Congress may not
legislate for the general welfare except through its granted powers.
The conditions, in other words, must promote the general welfare ob-
jective of the taxing and spending program itself and may not be
utilized to go beyond the programs to which they are attached.

The standard is, of course, the same as the due process standard
which demands that "the means selected shall have a real and substan-
tial relation to the object sought to be attained." Nebbia v. New York,
291 U.S. 1502, 525 (1934). As such it is an extremely relaxed standard
and no Federal taxing and spending program has ever failed a con-
stitutional challenge to it on this ground (Buller being of course a dif-
ferent case for these purposes), but the qualifications are there.

Another item to examine more closely is the possibility of an allega-
tion that the proposal amounts to an "unconstitutional condition."
The term "unconstitutional condition" is an ill-defined doctrine that
the courts have developed to deal with the frequent governmental
practice of conditioning the extension of a benefit or privilege to a
recipient u)on his giving up or foregoing a constitutional right.
Neither the courts nor the commentators are clear with respect to the
limitations imposed upon Government by the doctrine. (See Hale,
"Unconstitutional Conditions and Constitutional Rights," 35 Colu.mbia
Law Review 321 (1935); Merrill, Inconstitutional Conditions," 77
University of Pennsylvania Law Review 879 (1929): Note, "U'ncon-

MA stitutional Conditions," 73 Harvard Law Review 1595 (1960))
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In general, however, the cases and commentary seem to find com-
mon ground on several principles. Tihe most significant would appear
to 1e tile condition's relevancy, or irrelevancy, to the attainiment of the
governmental objectives in volved in the extension of the benefit. (See
our earlier discussion.) A second principle, which may or may not
grow logically out of the first, is that the power to impose" conditions
is not a less er part of thr, greater power to withhold tile benefit or
privilege, ut, instead is a distinct exercise of power which mitss find
its own justification. See Frost and Frost 7'uek;nq C'o. v. Raoloal
Oomm., 271 I.S. 583 (1926), and 7'e ral v. Burke Const. Co., 257 U.S.
529 (1922). A third suggested principle is that the withholding or
revocation inust not be arbitrary, a condition of the exercise of all
governmental power but one that, apparently means different tI.ins
in different contexts.

Upon examination of the U.S. Supreme Court's decision in National
League of Citics and a review of the precedents under the taxing and
spending power in tile Constitution, we feel it necessary to conclude
that, at tile present time. the question of whether legislation as pro-)osedl by 1.R. 10210 will he constitutionally permissible is an open
one. We base our conclusion primarily upon several points we derived
from our reading of Natlonal League of Oities: (1) The Court's reser-
vation of judgment in footnote 17 (slip opinion, at 18) ; (2) the ma-
jority's preoccupation with the preservatioll of State sovereipitv ; and
(3) the majority's failure to answer the question raised in ,Austicc
Brennan's dissent regarding conditioning grants of Federal funds.

We also feel that the Court's discussion of costs is important; that
is, the expense involved if States and their political subdivisions had
to comply- with the mandate of the Fair Labor Standards Act
Amendments of 1974. (See slip opinion, 11-14.) Justice Rehnquist.
writing for the majority. noteit that: "Judged solely in terms of
increased costs in dollars., these allegations show significant impact
on the functioning of the governmental bodies involved. The Metro-
politan Government of Nashville and Davidson County, Tenn., for
example, asserted that the Act will increase its costs of providing
essential police and fire protection,. without any increase in seice
or in current salary levels. by $938.000 per year. Cape Girardeau, Mo.,
estimated that its annual budgett for fire i)rotection may have to he
increased by anywhere from $250.000 to $400,000 over the current
figure of $50,00. The State of Arizona alleged that the annual addi-
tional expenditures which will be required if it is to continue to pro-
vide essential State services may total $21, million. The State of Cali-
fornia, which must devote significant portions of its budget to fire
suppression endeavors, estimated that application of tie Act to its
employment practices will necessitate an increase in its btldget of
between $8 million and $16 million." (d. at 12.)

In addition to pointing out increased costs, the majority empha-
sizel that States and their localities might also be forced to reduce
other programs in order to meet. the increased costs of minimum wa.Lre-
maximum hour requirements imposed by the Federal Government. for
example, forced relinquishment of important governmental activities
such as training programs or curtailment of affirmative action pro-
grams. (Id., at 12.-13.) The. Court, observed that the choices available
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to States and their political subdivisions would be curtailed, and it re-
marked that tho only "d1sCretion" left- to the States under tile
Act "* * * is either to attempt to increase their revenue to Ineet the
additional financial burden imposed upon them by paying congres-
sionally prescrilxd wages to their existing cofnplement of employees,
or to red lice that conmlement to a number which can be paid the
federal mininmum wage without increasing revenues." (1(1., at, 14).

We believe it necessary to point out that the cost aspect is important
in the context of the proposed amendment concerning the Federal-
State unemployment coim pensat ion program. While coverage of State
and local employees is not mandatory in this situation, failure to cover
these employees will deprive private employers in a State of a sub-
stantial tax credit, as well as depriving the State itself the grant for
administering the program within the State. The funds for the finan-
cial support of all States is governed I)y the sum of the collections
under the Federal Unemployaent Tax Act. States and localities are
not subject to tie Federal Unemployment. Tax Act, and therefore,
they make no contribution to the souirce of funding with respect to
State and local government employees. As a result, the burden will be
upon the States to bear the costs of administration which will arise
from the expansion of coverage to these public employe- s. The cost.
to the States may be significant and could conceivably roach the point
where State sovereignty may be affected as in the cfase of NationalLOO",ie of Mies.

Terefore, it is debatable whether provision for less than full finan-
cial support of State unemp loyment compensation laws by the Fed-
eral Governmente is within the general welfare power of the Congress
under article I. section 8. clause 1. of tle U.S. Constitution. It does not
seen loirical that a condition connected with provision for less than full
financial support serves the purpose of improving the basic Federal-
State unemployment compensation program. We muse stress our point
made earlier-that wiile Congress has the power to create benefits by
statute and to condition those benefits, the attached conditions must:
(1) iave to do with assuring the fair and efficient use of Federal
money to accomplish the l)urposes of the program for which the
revenues were raised and allocated; (2) not he directed to accomplish-
ing something extraneous to the program ; (3) relate to the legitunate
purpose of the spending programm to which tlle conditions are at-
tached; and (4) lro,)' the general welfare objective of the taxing
and spending program itself and may not be utilized to go beyond the
p)rograi to which they are attached.

One may derive from the cases in this area the limiting principle
that Congress may not, when acting under its taxing and spending
powers, so structure its enactments as to coerce in fact and in law
unwilling States to undertake some activity. to fall into some con-
gressionally prescribed pattern, because to condition a Federal pro-
gram in such a manner is to exceed Federal power. In so acting. Con-
g xss would not be respecting the concept of federalism and would not
be employing a rational, nonarhitrary means to effectuate an object
within the scope of tie Federal taxing and spending power.

KAREN' J. LEwIs,
Legislative Attorney.
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APPENDIX C.--SUPREME COURT DECISION ON
PREGNANCY DISQUALIFICATION PROVISIONS

SUPREME COURT OF TIE UNITED STATES

MARY ANN TURNER V. DEPiARTMENT OF EMPIA)YMENT SE;'URITY ANI)
BoARI or REviEw OF TlE INDU8TrIAL COMMISSION OF UTAH

ON PETITION FOR WRIT OF C'FrORARI TO TIW 817PREIE CORT oF "Ail

No. 74-1312. I)ecided November 17,1975

Pim CURAM.
The petitioner. Mary Ann Turner, challenges the constitutionality of

a provision of Utah law that makes pregnant women ineligible'for
unemployment benefits for a period extending from 12 weeks before
the expected date of childbirth until a date 6 weeks after childbirth.
Utah Code Ann. § 35-4-5(h) (1) (1974).

The petitioner was separated involuntarily from her employment
on November 3, 1972, for reasons unrelated to her pre nancy. In due
course she applied for unemployinent compensation andreceived bene.
fits until March 11, 1973, 12 %veeks prior to the expected date of the
birth of her child. Relying upon § 35-4-5(h) (1), the respondent, de-
partment of employment security, ruled that she was disqualified from
receiving any further payments after that date and until 6 weeks after
the date of her child's birth. Thereafter, Mrs. Turner worked inter-
mittently as a temporary clerical employee. After exhausting all avail-
able administrative remedies, the petitioner appealed the respondents'
rulings to the Utah Supreme Court, claiming that the statutory provi-
sion deprived her of protections guaranteed by the 14th amendment.
The State court rejected her contentions, ruling that the provision
violated no constitutional guarantee. Turner v. Department of B.-
ployment eity, - Utah 2d - . 531 P. 2d 870. The petition
for certiorari now before us brings the constitutional issues here.

The Utah unemployment compensation system grants benefits to per-
sons who are unemployed and are available for employment. Utah
Code Ann. A 35-4-4 (c) (1974). One provision of the statute makes a
woman ineligible to receive benefits "during any week of unemploy-
ment when it is found by the commission that her total or partial un-
employment is due to pregnancy." § 35-4-5(h) (2). In contrast to this
requirement of an individualized determination of ineligibility, the
challenged provision establishes a blanket disqualification during an
18,week period immediately preceding and followint childbirth. g 35-
4-5(h) (1). The Utah Supreme Court's opinion makes clear that the
challenged ineligibility provision rests on a conclusive presumption
that women are "unable to work" during the 18-week period because
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of pregnancy and childbirth.* See - Utah 2d, at - , 531 P. 21,
at 871.

The presumption of incapacity and unavailability for employment
created by the challenged provision is virtually identical to the pre-
sumption found unconstitutional in Clevelad! Board of Education v.
LaP lout, 414 U.S. 632. In LaFleur, the Court held that a school board's
mandatory maternity leave rule which required a teacher to quit her
job several months before the expected birth of her child and pro-
hi bited her return to work until 3 months after childbirth violated
the 14th amendment. Noting that "freedom of personal choice in mat-
ters of marriage and family life is one of the liberties protected by
the due process clause,' 414 U.S., at 639, the Court held that the Con-
stitutioa required a more individualized approach to the question of
the teacher's physical capacity to continue her employment during
pregnancy and resume her duties after childbirth since "the ability
of any particular pregnant woman to continue at work past any fixed
time in-her pregnancy is very much an individual matter." Id., at 645.

It cannot be doubted that a substantial number of women are fully
capable of working well into their last, trimester of pregnancy and
of resuming employment shortly after childbirth. In this very Case
Mrs. Turner was employed intermittently as a clerical worker for
portions of the 18-week period during which she was conclusively pre-
sumed to be incapacitated. The 14th Amendment requires that unem-
ployment compensation boards no less than school boards must
achieve legitimate State ends through more individualized means
when basic human liberties are at stake. We conclude that the Utah
unemployment Compensation statute's incorporation of a conclusive
presumption of incapacity during so long a period before and after
childbirth is constitutionally invalid under the principles of the La
Flewur case.

Accordingly, the writ of certiorari is granted, the judgment is va-
cated, and th'e case is remanded to the Supreme Court of Utah for
further proceedings not inconsistent with this opinion.

Tim: C AiTm JUSTICE and MA. Jvwsric BLACKMUN would not sum-
marily vacate the judgment of the Supreme Court of Utah. Instead,
they would grant certiorari and set the case for full briefing and oral
a rgu ient.

Mr. JUSTICE R4FItNQUIST dissents.

*The respondents contend that the challenged provision is a limitation on the coverage
of the U'tah unemployment compensation system and not a presumption of unavailability
for employment based on pregnancy. This characterization of the statute, advanced In an
attemret to anniogit the provision to the law upheld In (teduldpg v. AWl, 417 U.8. 484.
conflicts with the respondents' argument to the Utah Supreme Court. Beore that court

- respondents claimed that "near term pregnancy Is an endemic condition relating to em-
ployability." The Utah Supreme Court's decision is premised on the impact of pregnancy
on a woman's ability to work. Its opinion makes no mention of coverage limitations or
Inquranee principles central to Aiello. The construction of the statute by the State's
highest court thus undermines the respondents' belated claim that the provision can be
analoglised to the law sustained in Afello. -
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