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EMPLOYMENT SECURITY ADMINISTRATIVE
FINANCING ACT

TUESDAY, MARCH 9, 1954

UNITED STATES SENATE,
CommiTTEE ON FINANCE
Washington, D.cC.

The committee met, pursuant to call, in room 312, Senate Office
Building, at 10 2. m., Senator Eugene D. Millikin (chairman) presiding.

Present: Senators Millikin, Martin, Williams, Carlson, Bennett,
and George.

The CHAIRMAN. The committee will come to order.

The hearing today is on the bill H. R. 5173, cited as the Emergency
Security Administrative Financing Act. At this point I insert &
copy of the pending legislation for the record.

(The act referred to follows:)

[H. R. 5173, 83d Cong., 1st sess.]

AN ACT To provide that the excess of collections from the Federal unemployment tax over unemploy-
ment compensation administrative expenses shall be used to establish and maintain a $200,000,000' reserve
in the Federal unemgloyment account which will be available for advances to the States, to provide that
the remainder of spch excess shall be returned to the States, and for other purposes

Be it enacted by the Senate and House of Representatives of the United States of
America in Congress assembled, That this Act may be cited as the “Employment
Security Administrative Financing Act of 1953,

Sec. 2. So much of title IX of the Social Security Act as precedes section 904
thereof is hereby amended to read as follows:

“TITLE IX—MISCELLANEQUS PROVISIONS RELATING TO
EMPLOYMENT SECURITY

““APPROPRIATIONS

"““Sec. 901. (a) (1) There are hereby appropriated to the Unemployment Trust
Fund, out of any moneys in the Treasury not otherwise appropriated, for the
fiscal year ending June 30, 1954, and for each fiscal year thereafter, an amount
equal to the amount by which—

“(A) 100 per centum of the tax (including interest, penalties, and addi-
tions to the tax) received during the fiscal year under the Federal Unemploy-
ment Tax Act and covered into the Treasury; exceeds

“(B) the sum of (i) the unemployment administrative expenditures for
such year, (ii) the refunds of such tax (including interest on such refunds)
made during such fiscal year, and (iii) the amounts appropriated by section
1202 (b) for such fiscal year.

““(2) The amount appropriated by para._,gaph (1) for any fiscal year shall be
transferred from the general fund in the Treasury to the Unemployment Trust
Fund at the close of such fiscal year. Each such transfer shall be based on
estimates made by the Secretary of the Treasury as of the close of such fiscal
year, but proper adjustment shall be made in the amount transferred at the close
of the succeeding fiscal year to the extent that such estimates prove to be er-
roneous. The Secretary of the Treasury shall make his estimate of those un-
employment administrative expenditures for any fiscal year which are described
in subsection (b) (1) only after consultation with the Secretary of Labor.

1



2 EMPLOYMENT SECURITY ADMINISTRATIVE FINANCING ACT

‘“(b) For the purposes of subsection (a), the term ‘unemployment administrative
expenditures’ means, in the case of any fiscal year, the sum of—
‘(1) the aggregate of the amounts expended during the fiscal year for—
“(A) the purpose of assisting the States in (i) the administration of
their unemployment compensation laws (including administration pur-
suant to aﬁreements under title IV of the Veterans’ Readjustment
Assistance Act of 1952), (ii) the establishment and maintenance of sys-
tems of public employment offices in accordance with the Act of June
6, 1933, as amended (29 U. S. C., sec. 49-49n), and (iii) carrying into
effect section 602 of the Servicemen’s Readjustment Act of 1944; and
“(B) the performance by the Department of Labor of its functions
(except its functions with respect to Puerto Rico and the Virgin Islands)
under (i) this title and titles III and XII of this Act, (ii) the Federal
Unemployment Tax Act, (iii) the provisions of the Act of June 6, 1933,
as amended, (iv) title IV (except section 602) of the Servicemen’s Re-
adjustment Act of 1944, and (v) title IV of the Veterans’ Readjustment
Assistance Act of 1952; and
“(2) the amount estimated by the Secretary of the Treasury as equal to
the necessary expenses incurred during the fiscal year for the performance by
the Department of the Treasury of its functions under this title and titles
II1 and XII of this Act and under the Federal Unemployment Tax Act.
For the purposes of paragraph (1), payments before July 1 for any period on or
after such July 1 shall be considered as expended during the fiscal year which
begins on such July 1.

‘““AMOUNTS CREDITED TO FEDERAL UNEMPLOYMENT ACCOUNT

“Sec. 902. Whenever any amount is transferred to the Unemployment Trust
Fund under section 901 (a), there shall be credited (as of the beginning of the suc-
ceeding fiscal year) to the Federal unemployment account so much of such amount
as equals whichever of the following is the lesser:

“(1) The total amount so transferred; or
(2) The amount by which $200,000,000 exceeds the adjusted balance in
the Federal unemployment account at the close of the fiscal year for which
the transfer is made.
For the purposes of the preceding sentence, the term ‘adjusted balance’ means
the amount by which the balance in the Federal unemployment account exceeds
the sum of the outstanding advances under section 1202 (c) to the Federal unem-
ployment account.

““AMOUNTS CREDITED TO STATES' ACCOUNTS

“Sec. 903. (a) So much of any amount transferred to the Unemployment
Trust Fund at the close of any fiscal year under section 901 (a) as it not credited
to the Federal unemployment account under section 902 shall be credited (as of
the beginning of the succeeding fiscal year) to the accounts of the States in the
Unemployment Trust Fund. ach State’s share of the funds to be credited under
this subsection as of any July 1 shall be determined by the Secretary of Labor on
the basis of reports furnished by the States and shall bear the same ratio to the
total amount to be so credited as the amount of wages subject to contributions
under such State unemployment compensation law during the preceding calendar
year which have been reported to the State by June 1 bears to the total of wages
subject to contributions under all State compensation laws during such calendar
year which have been reported to the States by such June 1.

“(b) If the Secretary of Labor finds that on July 1 of any fiscal year—

(1) a State is not eligible for certification under section 303, or

“(2) the law of a State is not approvable under section 1603 of the Federal

Unemployment Tax Act, o

then the amount available for crediting to such State’s account shall, in lieu of
being so credited, be credited to the Kederal unemployment account as of the
beginning of such July 1. If, during the fiscal year beginning on such July 1,
the Secretary of Labor finds and certifies to the Secretary of the Treasury that
such State is eligible for certification under section 303, that the law of such
State is approvable under such section 1603, or both, the Secretary of the Treas-
ury shall transfer such amount from the Federal unemployment account to the
account of such State. If the Secretary of Labor does not so find and certify to
the Secretary of the Treasury before the close of such fiscal year then the amount
which was available for credit to such State’s account as of July 1 of such fiscal
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year shall (as of the close of such fiscal year) become unrestricted as to use as
part of the Federal unemployment account.

““(¢) (1) Amounts credited to the account of a State pursuant to subsection
(a) shall, except as provided in paragraph (2), be used only in the payment of
cash benefits to individuals witg respect to their unemployment, exclusive of
expenses of administration.

““(2) A State may, pursuant to a specific appropriation made by the legislative
body of the State, use money withdrawn from its account in the payment of
expenses incurred by it for the administration of its unemployment compensation
law and public employment offices if and only if—

““(A) the purposes and amounts were specified in the law making the
appropriation,

““(B) the appropriation law did not authorize the expenditure of such
money after the close of the two-year period which began on the date of
enactment of the appropriation law.

“(C) the money is withdrawn and the expenses are incurred after such
date of enactment, and

‘(D) the appropriation law limits the total amount which may be so
used during a fiscal year to an amount which does not exceed the amount
by which (i) the aggregate of the amounts credited to the account of such
State pursuant to subsection ()a.) during such fiscal year and the four pre-
ceding fiscal years, exceeds (ii) the aggregate of the amounts used by the
State pursuant to this paragraph and charged against the amounts credited
to the account of such State during any of such five fiscal years.

For the purposes of subparagraph (D), amounts used by a State during any
fiscal year shall be charged against equivalent amounts which were first credited
and which have not previously been so charged; except that no amount used
during any fiscal year may be charged against any amount credited during a
fiscal year earlier than the fourth preceding fiscal year.”

fDHSEC 3. Title XII of the Social Security Act is hereby amended to read as
ollows:

“TITLE XII—ADVANCES TO STATE UNEMPLOYMENT FUNDS

“Sec. 1201. (a) If—
“(1) the balance in the account of a State in the Unemployment Trust
Fund at the close of September 30, 1953, or at the close of the last day in
any ensuing calendar quarter, is less than the total compensation paid out
under the unemployment compensation law of such State during the twelve-
month period ending at the close of such day;
“(2) the Governor of such State applies to the Secretary of Labor during
the calendar quarter following such day for an advance under this subsection;
‘“(3) the Governor certifies that the contribution rate or rates in effect
for the quarter in which he applies will yield an amount which he estimates
will equal or exceed 2.7 per centum of the total remuneration which he esti-
mates will constitute wages subject to contributions for such quarter under
the law of such State; and
‘“(4) the Secretary of Labor finds that the conditions specified in paragraphs
- (1), (2), and (3) have been met,
the Secretary of* Labor shall, from time to time, certify to the Secretary of the
Treasury such amounts as may be specified in the application of the Governor,
but the aggregate of the amounts so certified pursuant to any such application
shall not exdeed the highest total compensation paid out under the unemployment
compensation law of such State during any one of the four calendar quarters
preceding the quarter in which such application was made. For the purposes of
this subsection, (A) the application shall be made on such forms, and shall contain
such information and data (fiscal and otherwise) concerning the operation and
administration of the State unemployment compensation law, as the Secretary
of Labor deems necessary or relevant to the performance of his duties under this
title, and (B) the term ‘compensation’ means cash benefits payable to individuals
with respect to their unemployment, exclusive of expenses of administration.
‘““(b) The Secretary of the Treasury shall, prior to audit or settlement by the
General Accounting Office, transfer from the Federal unemployment account to
the account of any State in the Unemployment Trust Fund the amounts certified
under subsection (a) by the Secretary of Labor (but not exceeding that portion
of the balance in the Federal unemployment account at the time of such transfer
which is not restricted as to ise pursuant to section 903 (b)). Any amount so
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transferred shall be an advance which shall be repaid (without interest) by the
State to the Federal unemployment account in the manner provided in subsections
(a) and (b) (1) of section 1202.

“Sec. 1202. (a) The Governor of any State may at any time request that funds
be transferred from the account of such State to the Federal unemployment
account in repayment of part or all of any remaining balance of advances made
to such State under section 1201 (a). The Secretary of Labor shall certify to the
Secretary of the Treasury the amount stated in such request; and the Secretar
of the Treasury shall transfer such amount as of the close of the calendar mont
in which the Governor makes such request.

“(b) (1) There are hereby appropriated to the Federal unemployment account,
out of any moneys in the Treasury not otherwise appropriated, amounts equal to
the amounts by which (A) 100 per centum of the additional tax received under
the Federal Unemployment Tax Act by reason of the reduced coredits provisions
of section 1601 (¢) (2) of such Act and covered into the Treasury, exceeds (B) the
amounts appropriated by paragraph (2). Any amount so appropriated shall be
credited against, and shall operate to reduce, the remaining balance of advances
under subsection (a) to the State with respect to which employers paid such
additional tax.

‘“(2) Whenever the amount of such additional tax paid exceeds the remainin
balance of advances under subsection (a) to the State, there is hereby appropriate
to the account of such State, out of any moneys in the Treasury not otherwise
appro riated, an amount equal to such excess.

‘(8) The amounts ap%ropriated by paragraphs (1) and (2) shall be transferred
from time to time from the general fund in the Treasury to the Federal unemploy-
ment account or to the account of the State, as the case may be.

““(c) There are hereby authorized to be appropriated from time to time to the
Federal unemployment account, as repayable advances (without interest), such
sums as may be necessary to carry out the purposes of this title.”

Sec. 4. Section 1601 (c) of the Internal Revernue Code (Federal Unemployment
Tax Aect) is hereby amended to read as follows: '

“(¢) LmmiT oN ToraL CREDITS.—

(1) The total credits allowed to a ta.xgayer under this section shall not
exceed 90 per centum of the tax against which such credits are allowable.

“(2) If an advance or advances have been made to the unemployment
account of a State under title XII of the Social Security Act, and if any
balance of such advance or advances has not been returned to the Federal
unemFloyment account as provided in that title before December 1 of the
taxable year, then the total credits (after other reductions under this section)
otherwise allowable under this section for such taxable year in the case of a
taxpayer subject to the unemployment compensation law of such State shall
be reduced—

“(A) in the case of a taxable year beginning with the second consecu-
tive January 1 on which such a balance of unreturned advances existed,
by 5 per centum of the tax imposed by section 1600 with respect to the
wages paid by such taxpayer during such taxable year which are at-
tributable to such State; and

“(B) in the case of any succeeding taxable year beginning with a con-
secutive January 1 on which such a balance of unreturned advances
existed, by an additional 5 per centum, for each such succeeding taxable
year, of the tax imposed by section 1600 with respect to-the wages paid
‘gy such taxpayer during such taxable year which are attributable to such

tate.
For the purposes of this paragraph, wages shall be attributable to a particular
State if they are subject to the unemployment compensation law of the State,
or (if not subject to the unemployment compensation law of any State) if
they are determined (under rules or regulations prescribed by the Secretary)
to be attributable to such State.”’

Skc. 5. (a) (1) Section 303 (a) (5) of the Social Security Act is hereby amended
by striking out the semicolon and inserting in lieu thereof a colon and the follow-
ing: ‘“Provided further, That the amounts specified by section 903 (¢) (2) may, sub-
ject to the conditiohs prescribed in such section, be used for expenses incurred by
the State for administration of its unemployment compensation law and public
employment offices;”. . |

2) Section 1603 (a) (4) of the Internal Revenue Code is hereby amended by
striking out the semicolon and inserting in lieu thereof a colon and the following:
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“Provided further, That the amounts specified by section 903 (¢) (2) of the Social
Security Act may, subject to the conditions prescribed in such section, be used for
expenses incurred by the State for administration of its unemployment compen-
sation law and public employment offices;”’.

(8) Section 1607 (f) of the Internal Revenue Code is hereby amended by strik-
ing out the period at the end thereof and inserting in lieu thereof a colon and the
following: ‘“Provided further, That the amounts specified by section 903 (c) (2) of
the Social Security Act may, subject to the conditions prescribed in such section,
be used for expenses incurred by the State for administration of its unemployment
compensation law and public employment offices.”’.

(b) Section 904 (a) of the Social Security Act is hereby amended by striking
out ‘“‘or deposited pursuant to appro'pria.tions to the Federal unemployment
account’”’ and inserting in lieu thereof ¢‘, or otherwise deposited in.or credited to
the Fund or any account therein’’.

(c) Section 904 (b) of the Social Security Act is hereby amended by adding at
the end thereof the following new sentence: ‘‘Advances to the Federal unemploy-
ment account pursuant to section 1202 (¢) shall not be invested.”

(d) Section 904 (e) of the Social Security Act is hereby amended by adding at
the end thereof the following new sentence: ‘“For the purposes of this subsection,
the average daily balance shall be computed—

“(1) in the case of any State account, by reducing (but not below zero)
the amount in the account by the aggregate of the outstanding advances
under section 1201 from the Federal unemployment account, and

(2) in the case of the Federal unemployment account, (A) by adding to
the amount in the account the aggregate of the reductions under pa.ra.gra.%h
(1), and (B) by subtracting from the sum so obtained the aggregate of the
onzxgszta(n)dgxg advances from the Treasury to the account pursuant to section
1 c).

ge) Section 904 (g) of the Social Security Act is hereby repealed.

f) (1) Clause (2) of the second sentence of section 904 (h) of the Social Security
Act is hereby amended to read as follows: “(2) the excess of taxes collected under
the Federal Unemployment Tax Act after June 30, 1946, and prior to July 1, 1953,
over the unemployment administrative expenditures made after June 30, 1946,
and prior to July 1, 1953”.

(2) The third sentence of such section 904 (h) is hereby repealed.

Passed the House of Representatives July 8, 1953.

Attest:

LyrLe O. SNaDER, Clerk.

Congressman Mason, we are very happy to have you here. Will
you proceed in your own way.

STATEMENT OF HON, NOAH MASON, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF ILLINOIS

Mr. Mason. Mr. Chairman, members of this distinguished com-
mittee, my name is N. M. Mason, Congressman from Illinois, member
of the Ways and Means Committee, and one of the joint authors of
the bill that is before you, H. R. 5173. This bill is really the outcome
of the Mills bill that was introduced by Congressman Mills, of
Arkansas; it was introduced 2 years ago, upon which exhaustive hear-
ings were held and I was a member of the subcommittee that held
those hearings.

I was so impressed with the provisions of the original Mills bill that
when the change of administration came last January, Congressman
Mills asked me to introduce with him the same bill that he had had,
which I did, so you might say that this bill before you is really the
orl’%mal Mills bill, as changed as a result of our hearings.

he bill has onjy one purpose, and that is to strengthen and improve
the unemployment compensation program, both in the State and that
part of it which belongs in the Federal Government.
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. The bill is designed to resolve a controversy that has been raging
for 10 or 15 years as between the States and the Federal Government
on this unemployment compensation program.

The situation is this, which we are trying to remedy: The United
States collects—or Uncle Sam, as I like to call him—collects from
this three-tenths of 1 percent unemployment compensation tax,
approximately 260 or 270 or 280 million dollars a year. Of that, Uncle
Sam allocates back to the States for administrative purposes approxi-
mately $200 million, and has had a surplus each year of from 60 to
70 million dollars, varying each year, a total surplus, however, over the
years amounting to nearly a billion dollars which the Federal Govern-
ment has used for general purposes—spent for general purposes;
collected for a special purpose, spent for general purposes this surplus.

The bill is designed to correct that. |

The CrairMAN. That is similar, is it not, to the social security
situation?

Mr. MasoN. Similar, only there is this difference: In the social-
security fund they do put “IOU’s” or Federal Government bonds—
they do in the social-security fund, do maintain a fund, put bonds there
in lieu of the cash they spend. They don’t even do that in this fund.
The surplus is spent each year for general purposes and no record kept
to speak of.

The CaatrMAN. No bookkeeping account of it at all?

Mr. Mason. No, indeed, and so we propose that every penny
that is collected for unemployment compensation purposes shall go
for unemployment compensation purposes, and not for general
expenditures.

The bill does two things: It sets up what might be called a George
loan fund of $200 million out of this surplus of 50 or 60 or 70 million
each year, until it amounts to $200 million as a loan fund and then
after that—after it has arrived at that point—the surplus each year
then automatically is to go back to the various States in proportion
to the payrolls in those States upon which it was levied for the States
to use for unemployment compensation purposes; mainly for admin-
istrative purposes, but perhaps, in some cases where it isn’t needed,
and if the State legislature appropriates it for the benefits under
unemployment compensation, but at least it will all go for the original
purpose for which it was collected.

Senator CarLsoN. Mr. Chairman—Congressman, I would just like
to ask this question because I have had some objection to the fact
that the States should not be permitted to use these allocations in
trust fund for allocated purposes. What is the validity of that?

P Mr. Mason. You say you do not believe the States should have
this surplus to use for administrative purposes?

Senator CarLsoN. I don’t say it quite that way. I don’t say that.
I have heard some objections to it.

Mr. Mason. Well, then objections have been raised that the States
should not use this for administrative purposes?

Senator CARLsON. Yes.

Mr. Mason. It was collected for administrative purposes, it should
go for administrative purposes, and certainly, whoever raises that
objection, loses sight of the fact that it has gone during the past 15
years for any and all purposes for which it was not collected. There-
fore, it seems to me if we want to be logical, I can’t see any objection
for the States to use it for administrative purposes and if any is not
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needed for administrative purposes in each State where it comes back
I see no objection for the State legislature, closer to the people than
the Federal departments out here, appropriating the balance for
general purposes.

I want to say this. 1 was a member of the Manion Commission.

The CaAIRMAN. Are you still & member?

Mr. MasoN. I am not. The Manion Commission took up unem-
ployment compensation as one of its first studies. It has gone along
on that study so far that at the last meeting that I attended, the
Manion Commission approved and supports this bill, H. R. 5173, in
its present form as the first step toward unscrambling the concentra-
tion of powers in Washington that has been going on for quite some
time, unscrambling it in this particular field.

The CrairmaN. Has anyone suggested the theory justifying the
general expenditure of the surplus of these funds that come in %ere?

Mr. Mason. No one has ever justified that. We held hearings—
we had reports from the departments—and so far as I am concerned,
they have never even attempted to justify collecting for one purpose,
definitely, specifically for that purpose, and then spending it for any
and all purposes.

The CuAIRMAN. Let me repeat the question I asked you a while
ago: As you, pointed out, the Government, in the case of social
security, puts in its I O U’s for the money it spends for general
purposes, but there is nothing of that kind so far as this fund 1s con-
cerned?

Mr. Mason. There is not.

The CuairmMaN. No bookkeeping account that the Government
owes this fund?

Mr. Mason. Senator, I haven’t seen any and I doubt that there is
even a bookkeeping account.

The CuairMaN. Go ahead, Mr. Mason.

Mr. Mason. I am through, Mr. Chairman. I have abbreviated
the situation and placed it in as much of a nutshell as I can.

The CHAIRMAN. Are there any questions?

(No response.)

" Thank you very much, Congressman. We appreciate your being
ere.

Mr. Mason. Thank you.

The CrAIRMAN. The next witness is the Honorable Rocco Siciliano.

STATEMENT OF HON. ROCCO SICILIANO, ASSISTANT SECRETARY
OF LABOR

Mr. SiciuiaNo. Thank you, Mr. Chairman. My name is Rocco
Siciliano, Assistant Secretary of Labor.

Mr. Chairman, and members of the committee, I wish to express my
appreciation for the opportunity to present the views of the admin-
istration with respect to H. R. 5173.

This bill, as Congressman Mason has indicated, deals primarily
with the use that should be made of the proceeds of the Federal
Unemployment Tax Act. The tax of three-tenths of 1 percent of
covered payrolls collected under this act is not now earmarked for
the use of the employment-security program.

The CaHAIRMAN. In no way, whatever?

Mr. Siciriano. No, sir.
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The CumairmaN. The Government does not carry an account
evidencing that it owes this fund the money that is surplus of this
administrative fund?

Mr. Siciuiano. No, sir. To my knowledge the surplus is not
accounted for.

The CrairmMaN. No IO U’s in any till to take care of it?

Mr. Srciiano. No, sir.  Of course, they have a bookkeeping ac
count as to the total amount of the tax itseﬁ, what it amounts to, but
as to any ep,rmarkm‘ﬁ or any indication at all that is to be utilized or
used for this particular fund or purpose I don’t know of any.
~ The CramrmaN. If there is an account it is not an evidence of
indebtedness to the fund; is that correct?

Mr. Siciiano. That is correct, sir.

Senator FREAR. Mr. Chairman, isn’t there a bookkeeping account
which has a ledger stating the amount received by years as to States?

Mr. SicrLiaNo. Yes, sir.  We have an accounting, the bookkeeping
accounting of the amounts, actual amounts that are collected, taxwise
from each State, by years, but as to the expenditure once it is received
into the General Treasury fund

Senator FreEAR. Jt is only an accounting of receipts?

Mr. Siciuiano. That is right, so that it does go into the general
fund of the Treasury and is thus available for meeting the general
operating costs of the Government.

The Cra1rMAN. Is there anyone in the room that has any con-
trary information, that is, information to the effect that this surplus
is carried in any way as an obligation to this unemployment insurance
fund? What I am getting at, maybe we can accept that as an estab-
lished fact in this proceeding. There seems to be no one who has
any contrary information.

enator MARTIN. Mr. Chairman, I have a question.

The CHAIRMAN. Senator Martin.

Senator MARTIN. We make an appropriation out of the general
fund for the expenses.

Does this three-tenths of 1 percent meet that amount that we have
been appropriating?

Mr. SiciLiaNo. Yes, sir. The three-tenths of 1 percent tax, since
1938, has in fact amounted to more money than in turn was appro-
priated by the Congress for administration.

Senator MarTIN. How much more?

Mr. SiciLiano. The best I can say there is that last year, for
example, fiscal year 1953, the difference amounted to about $67
million.

Senator MARTIN. Thank you.

Mr. SiciLiano. The total amount which has been appropriated—
and this I think will answer your question more fully—each year for
employment security administrative expenditures, both Federal and
State,{lar,xs always been substantially less than the total taxes collected
under the act each year. For fiscal 1953 total collections were about
$276 million.

The CralrMAN. Does the act itself give any authority to spend
this money for general purposes?

Mr. Siciuiano. For outside of the employment security program?

The CHAIRMAN. Yes.

Mr. Siciuiano. I don’t know of any authority that is not given
by the act. In other words, the amount that is collected—there is

[
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nothing in the act itself that says that that whole amount collected
must go back into the Federal employment security purposes.

An excess of about $67 million in Federal unemployment tax
receipts was thus unavailable for use in the employment security
program and was used for other purposes by the Government.

A similar excess has existed each year since 1938. The amount
of the annual surplus has varied from year to year as the amounts
collected and the amounts appropriated by the Congress have varied
with current changes in employment and unemployment.

The CrairMAN. How much money altogether do you estimate
does the surplus amount to since 1938?

Mr. SiciLiano. It has been estimated that that amount or those
amoimts would be somewhere between $650 million and $1 billion
surplus.

Senator CaArLsoN. Mr. Chairman, on that point, if I may state,
as I remember the discussion when this bill was passed before the
House of Representatives it was, of course, a question of how much
it would take to pay its way and we had to arrive at some figure and
the three-tenths of 1 percent was selected, assuming that that would
be sufficient and, of course, if it was less, we would have to make it
up. If it was more it would go back to the Federal Government,
as I understand.

Mr. SiciLiano. H. R. 5173 provides that those

The CrairmAN. I would like to ask a question. Was it your
understanding at the time that the surplus was to be used as a general
Federal fund, or was there some kind of an understanding that it was
to be used for unemployment purposes?

Senator CArRLsON. Mr. Chairman, I do not know that there was any
understanding that if there was a surplus from this fund for admister-
ing the social security program that this surplus would be transferred
to the general fund for general Government expenditures. There was
considerable discussion in the House Ways and Means Committee on
this problem, and as I stated earlier, it was difficult to arrive at a
figure that would be sufficient to care for these costs and at the same
time not collect considerably more than was necessary for the opera-
tion of the program. I think it was generally agreed that if the
amount collected under this percentage which was set aside for ad-
ministrative purposes was not sufficient, the Federal Government
would coptribute whatever amount was necessary to carry on the
program until we had had some experience in its cost operations.

e CHAIRMAN, Was there any general idea at that time that it
might be a source of general revenue for general expenditures?
enator CARLsSON. It was not the thought, of course.

Mr. Siciuiano. This bill, then, provides that the Federal employ-
ment tax receipts each year, which are in excess of employment
security administrative expenditures, shall be earmarked annually
in the Federal unemployment tax fund for employment security pur-
poses exclusively.

The CraIRMAN. I didn’t get the beginning of your statement.
What did you say?

Mr. Siciniano. Isay this bill, H. R. 5173, provides for that purpose.
This earmarking provision is in accordance with the President’s legisla~
tive program. We do support the earmarking principle. The adminis-
tration strongly endorses this provision of H. R. 5173, as do, to my knowl-
edge, all persons familiar with the unemployment security program.
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b'lrll“?he CrATRMAN. Does the administration object to any part of this
i

Mr. SrciLiano. Yes, sir. I will make that clear as I go along. We
recognize, however, that this earmarking of tax receipts which have
been available for general revenue purposes will have a substantial
impact upon the budget. The administration recommends, therefore,
that the initial transfer of the excess funds be made with respect to
receipts in expenditures for the fiscal vear 1955.

The bill provides for excess funds so earmarked to be used as fol-
lows, and there are two major points here: One, the excess would be
credited cach year to the Federal unemplovment account in the
Federal unemployment trust fund until a total of $200 million is
reached. This fund would be used to provide a source for non-
interest-bearing repayable advances to States whose unemployment
reserves fall to dangerously low levels. Whenever this account falls
below $200 million, because of outstanding advances, it would be
f,redlited with sufficient excess funds to restore it to this $200 million
evel.

The CrairMaN. What showing does the State have to make to
get that money?

Mr. SiciLiano. I will touch exactly on that in a minute.

Senator GEorgE. Could one State get $200 million if it needed it?

Maur. SiciLiano. Theoretically, I assume one State could. Actu-
ally, I don’t believe there is any State that would be eligible for such
an amount.

Senator GEorGE. I understand, but theoretically they could get it.

Mer. SiciLianvo. That is right.

Senator GEorGE. Who would make the allocation?

Mr. Siciuiano. That will be done, based on this formula which I
will describe in a minute, by the Secretary of Labor working with the
Treasury Department. .

The CrHAlRMAN. All right. Go ahead.

Mr. Siciuiano. The second point is any surplus above $200 mil-
lion—and this I might mention is the apparent controversy that
might exist—any surplus above the $200 million would be distributed
to the States on the basis of the relationship, as Congressman Mason
indicated, of the State’s taxable wages to the total taxable wages
collected. These funds could then be used by the individual States
for the benefit of their employment security program, including
administrative expenses. .

The administration strongly endorses the provision for a $200
million fund for advances to the States. On the other hand, we recom-
mend against enactment of the provision permitting States to use
any surplus funds over this $200 million figure to supplement congres-
sional appropriations for administrative expenditures. As provided
now in the bill, the excess can be used for both benefit purposes and
administrative purposes. We are in accord with the use of any excess
for benefit purposes but we recommend against the part that would
permit them to use this excess return to the States for administrative
purposes.

The CHaAIRMAN. Is that because you do not recognize that the States
might need the money for administrative purposes, or that you fear
that that might constitute an undue aggrandizement of State machin-

ery?
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Mr. Siciuiano. I can answer that directly by saying that under the
present law the States are receiving such amounts of money as the
Secretary of Labor determines to be necessary for proper and efficient
operation of their program, within the limit of congressional appro-
priations.

I would like to explain that the Department of Labor works in
close cooperation with each of the States in the entire budgetary

rocess today; that is, in determining how much moneys are needed.
?t may be that—this is one of the criticisms, 1 think—it may be that
the program taken as a whole has not had enough money at times
for the most effective administration; sudden and often unexpected
increases in unemployment create sharp changes in administrative
workloads.

The CuairMAN. What is the general objection to turning the surplus
back to the States for the use of unemployment, whether 1t be admin-
istrative or benefits? Wht is the general objection?

Mr. Siciuiano. Our feeling on that, Senator Millikin, is that Con-
gress 1s divesting in u sense its rcspons1b1hty, if on the ono hand it
makes a determination that so much money is necded for adminis-
trative purposes, as a result of which there is a certain excess fund
that is left, and then on the other hand, this excess fund is returned
and given to the States, where they in turn can use thos: funds for
administrative purpose also.

The CualrMAN. What is the theory that the States are not fullv
qualified to determine the questions that are raised by your answer?

Mr. SiciLiano. It isn’t that the States aren’t fully qualified yet or
have been. It is that at least under the past procedure and under
the act as it is now, Congress determines how much a State needs for
its own administrative purposes. Once they have made a determina-
tion, it would be sort of an anomalous thing if that deteimination is
then in a sense set aside by the States themselves by their own subse-
quent administrative determination.

This bill does not change the existing system under which the
Congress determines and it appropriates the amounts needed by the
States for the proper and efficient administration. The bill doesn’t
change that part. The bill, however, provides the States with addi-
tion %funds, not necessarily related to the needs of each State, which
could be used subject to State legislative appropriation, as has been
indicated here.

The CrAIRMAN. And you favor the continuance of the determina-
tion by Congress for the administrative expenses but you are willing
to allow the gtates to use the surplus for benefit purposes?

Mr. SiciLiaNo. That is right.

The CuarmAN. That is the whole point?

Mr. SiciLiaNo. That is the whole point. That is the joint position
of the Treasury Department, the Bureau of the Budget and the
Department of Labor. This position I am giving you is for the three
departments.

L 'II)‘he? CHAIRMAN, Is that the position of the prior Department of
abor?

Mr. Siciniano. To my knowledge, I don’t know if the Depart-
ment of Labor testified on the prior Mills bill, as such. I don’t
know if there were hearings held.

Mr. MasoN. They did, very extensively, shall I say.

45744—b4—2
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Mr. SiciLiaNo. I am not aware of that.

The CrAaIRMAN. What was their position?

Mr. MasoN. Their position was practically the position that the
gentleman now testifying gives and the whole stress, Mr. Chairman,
was on whether Congress determined the amount for administration
or the Secretary of Labor determined and the Congress only approved,
in general, because they have no way of determining what each in-
dividual State needs for administrative purposes.

The CHAIRMAN. Proceed.

Mr. SiciniaNo. This, then, would enable the State legislature to
appropriate funds it had no responsibility for raising. Furthermore,
this additional amount would increase when Congress, for sound
reasons, decreased appropriations for regular administrative grants.
I think that is apparent, that if Congress should decide to appro-
priate less money for the operation of this program that would result
in a greater excess. It could and it has in the past years.

The CrairMAN. What is the State responsibility in the raising of
these funds?

Mr. SiciLiaNo. To answer your question, the State has no respon-
sibility for raising three-tenths of 1 percent tax.

The Cra1RMAN. No administrative machine?

Mr. Siciniano. None, sir.

The CrairMaN. It is completely controlled by congressional
legislation?

Mr. SiciLiaNo. Yes, sir. I might say that the total tax is 3 per-
cent; 90 percent of that 3 percent, or 2.7, is raised by the States for
their own benefit program, but this three-tenths of 1 percent is paid
indirectly into the Federal Treasury. That is a Federal tax.

The CHAIRMAN. As to the larger amount of the fund, the States
do raise it, and do have the responsibility for its proper use?

Mr. SiciLiano. For the benefit part of the program, yes, sir.
They do raise it.

Senator BENNETT. Do I understand out of the 2.7 percent retained
by the State no money may be spent for administrative purposes?

Mr. SiciLiano. That is right.

Senator BENNETT. They depend entirely on the congressional grant
out of the remaining three-tenths of 1 percent?

Mr. Siciuiano. That is right.

The CrairMaN. The Department at present determines how much
of the proper administrative amount is granted? ‘

Mr. SicruiaNo. That is right. The administration strongly urges
therefore that this provision of H. R. 5173 should be modified to pro-
vide that the funds the States receive from the distribution of excess
Federal unemployment collections be used only for benefit purposes.

The CrairMaN. Have you an amendment prepared?

Mr. SiciLiano. Yes. We have some language.

(See amendments p. 34.)

The CrairMaN. Will you let us have it before you leave?

Mr. Siciviano. Yes, sir.  Again, I will refer to a letter to this com-
mittee that is dated July 17, 1953, which presented the joint views of
the Department of Labor, the Treasury Department, and the Bureau
of the Budget.

The CeEATRMAN. Mrs. Springer, may we have that letter, please?

Have you a copy of it?
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Mrs. ErizaBETH B. SPRINGER (clerk). Yes.

The CaaiRMAN. We will put it in the record. I think we had better
put it in right now.

(The letter referred to follows:)

TREASURY DEPARTMENT,
Washington 26, July 17, 19563.
Hon. E. D. MILLIKIN,
Chairman, Commatiee on Finance,
Unaited States Senate, Washington, D. C.

My DeBarR MR. CHAIRMAN: Your committee has for consideration H. R. 5173,
which revises some of the finaneing provisions of the employment security pro-
%'am. You have requested the views of the Treasury Department, the Labor

epartment, and the Bureau of the Budget on the bill, and this report presents
the views of the three agencies. :

We are fully sympathetic with the general objective of the bill to set aside the
proceeds of the Federal unemployment tax for use only in connection with the
employment security program. However, we would strongly recommend that
the changes suggested below be made in the bill.

The bill provides for the accumulation of a fund of $200 million out of excess
Federal unemployment tax collections, which currently amount to about $65
million annually, to be available for loans to the States for unemployment bene-
fit purposes. fter the accumulation of such a fund, additional excess collections
would be distributed among the States to be used either for the payment of un-
employment benefits, or to the extent that an appropriation is made by a State
legislature, for administrative purposes. At present the Congress has the respon-
sibility for determining what is necessary to the proper administration of the
unemployment compensation system and the public employment.service, and
for appropriating adequate funds for this purpose. Enactment of the bill would
mean that after the Congress had made these decisions, additional amounts would
nevertheless be available to the States for the same purpose. Moreover, the
States would be appropriating tax revenues which they had no responsibility for
raising. Such practices would seem to militate against sound administration.

Administrators of State employment security systems have complained that
funds made available in the past by the Federal Government have sometimes
been inadequate for efficient administration or for desirable innovations in admin-
istration. However, this is a problem which should be met directly by the Con-
gress through the appropriation procedure. The Congress has already taken an
important step in this direction by providing a contingency fund appropriation
gf broad scope which will afford greater flexibility in meeting the needs of the

tates.

Admunistrators of State agencies have also complained that the Federal allo-
cations of funds to the States for administration are so rigid that they are unable
to finance special administrative needs peculiar to the States. However, the
State administrators are frce to transfer funds from one purpose to another within
the total grant to the States. For example, if a State wishes to transfer funds
alloeated for research to fraud prevention work, they are free to do so. The only
overall requirement is that the funds be used for proper administration of the
employment security system.

n view of these considerations, it would seem reasonable and appropriate that
the excess Federal unemployment tax collections allocated to the States be used
only for benefit purposes.

As adopted by the House, the bill provides tor a loan to a State if the balance
in its account in the unemplovment trust fund at the end of a quarter 1s less than
the unemployment compensation paid out in the preceding 12 months, provided
the State has an average 2.7 percent tax rate in effect and certain other conditions
are met. The loan would be limited to the highest amount of benefits paid in
any of the four preceding quarters. The hill also provides for the automatic re-
payment of a loan to a State after it has remained unpaid for an entire calendar
year. This is achieved by a reduction ot the credit allowed employers in the
State against their Federal unemployment tax liatility. Instead of a credit of 90
percent of the Federal tax, emplovers would be permitted a maximum credit of 85
percent of the tax, and for each subsenquent calendar year that the loan remained
unpaid, the employer credit would be reduced by an additional 5 percentage points.
The sdditional taxes thus collected would be used to offset the loan. The effect
of the compulsory repayment provision would be (o impose additional Federal
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_pa.yroll taxes on employers in a State sufferiny, from continued unemployment,
irrespective of the payroll tax rate applicable under State law or of any increases in
tax rates which the State itself might adopt. The more prolonged the unemploy-
ment in a State, the heavier would be the Federal tax imposed on its employers
thus agegravating the problem of economic recovery. ) ’

We would urge the committee to adopt as a substitute for the loan and repay-
ment provisions of H. R. 5173, the provisions of title XII of the Social Security
Act, originally sponsored by Senator George, which was allowed to lapse at the
end of 1951. Title XII was adopted by the Congress in 1944 after extensive
consideration, and dces not have the objectionable automatic repayment features
of H. R. 5173. It provides that a loan shall be made to a State if the balance in
its account on the last day of a calendar quarter falls below the higher of its annual
contributions to the account during the 2 preceding calendar years. The amount
of the loan would be equal to the difference between benefits paid out by the State
in the quarter and an amount equal to 2.7 é)ercent of the wages subject to tax in
that quarter. Loans would be repaid by a State when, and to the extent that, the
balance in its account at the end of a quarter exceeds the higher of its annual
contributions in the 2 preceding calendar years. Thus the loan would be repaid
by a State when economic recovery permitted the contributions to exceed benefit
payvments.

The principal criticism which has been made of the “George loan fund” is that
under some circumstances a State need not repay a loan for an extended pcriod of
time. This might occur, for example, if a State’s economy continued to be de-
pressed, and as a result the balance in its account could not be built up to pre-
viously prevailing levels. It is questionable, however, whether it is in the national
interest to require a State to repay a loan before it has had sufficient time to
rehabilitate its economic structure.

The provisions of the bill are geared largely to situations where Federal tax
receipts exceed administrative expenses. However, in years when administrative
costs are higher than tax receipts, the deficiency would be met from the general
fund of the Treasury. Nevertheless no provision is made for the recoupment of
such amounts by the general fund in subsequent years when tax receipts exceed
expenditures. The underlying theory of the bill would seem to justify provision
for such recoupment.

Certain technical comments and drafting changes designed to clarify the pro-
visions of H. R. 5173, as adopted by the House of Representatives, are attached

as appendix A.

Sincerely yours, M. B
. B. FoLsowm,

Acting Secretary of the Treasury.

APPENDIX A

1. Under the loan provisions of H. R. 5173, the determination of whether the
State fund balance is low enough to make the State eligible for an advance is based
upon the amount standing in the account of the State in the Unemployvment
Trust Fund. Presumably it was intended that the balance used as a basis for
determination should also include benefit funds withdrawn from the Unemploy-
ment Trust Fund and in the hands of the State, and also State tax collections
which have been deposited in the State’s clearing account, but have not yet been
deposited in the Unemployment Trust Fund. As the term ‘“‘unemployment fund’’
is defined in section 1607 (f) of the Federal Unemployment Tax Act it would be
more appropriate, since it would include all of these moneys. Section 1201 (a) (1)
and other pertinent sections should therefore be changed by substituting for the
words ‘‘the account of a State in the Unemployment Trust Fund’’ the words
“State’s unemployment fund as defined in section 1607 (f) of the Federal Unem-
plovment Tax Act.”

2. Section 5 (f) of the bill authorizes the appropriation of the excess of taxes
over administrative expenses for the years prior to July 1, 1953. Since section
1202 (c¢) of the Social Security Act, as amended by the bill authorizes the appro-
priation of such sums as may be necessary to carry out the purposes of title XII,
the provision in section 5 (f) would seem to be unnecessary.

3. H. R. 5173 requires that the Secretary of the Treasury oredit to the various
State accounts as of July 1, certain excess Federal unemployment tax collections
as determined by the Secretary of Labor upon the basis of prorated portions of
the wages subject to tax under State laws. No date is specified in the bill for the
certification of such amounts by the Secretary of Labor to the Secretary of the
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Treasury. In the interest of prompt and simplified accounting it is suggested
that such a date be specified in the bill, preferably July 1, or as near as possible
to that date. To. provide a date of July 1, the following language should be
inserted after the word “Labor’ on page 5, line 17 of the bill: “and certified to the
Secretary of the Treasury on or before that date.”

4, Tt is suggested that section 1202 (b) in the bill provide that appropriations
of the additional tax ieceived under the Federal Unemployment Tax Act by
reason of the reduced credit provisions be made on a monthly basis. This will
avoid appropriation and transter of such additional tax collections each time a
deposit is made, as may be required under the present provisions. The following
is a 1edraft of section 1202 (b) to accomplish this change and to provide a uniform
basis for making such appropriations (delete words in black brackets, and add
italicized words): :

“(b) (1) There are hereby appropriated to the Unemployment Trust Fund for
credit to the Federal unemployment account, out ot any moneys in the Treasury
not otherwise appropriated, amounts equal to the amounts by which (A) 100
per centum of the additional tax received under the Federal Unemployment Tax
Act by reason of the reduced credits provisions of section 1601 (¢) (2) of such Act
and covered into the Tieasury, exceeds (B) the amounts appropriated by para-
graph (2). Any amount so appropriated shall be credited against, and shall
operate to reduce, the remaining balance of advances under [subsection (a)]
section 1201 to the State with 1espect to which employers paid such additional tax.

““(2) Whenever the amount of such additional tax [paid] received and corered
intc the Treasury exceeds the remaining balance of advarces under [subsection
(a)J section 1201 to the States, there is hereby appropriated to the Unemployment
Trust Fund for credit {o the account of such State, out of any moneys in the
Treasury not otherwise appropriated, an amount equal to such excess.

“(3) The amounts appropriated by paragraphs (1) and (2) shall be transferred
[from time to time from the general fund in the Treasury], at the close of the
month in which the moneys were covered into the Treasury, to the Unemployment
Trust Fund for credit to the Federal unemployment account or to the account of
the State, as the case may be[.], as of the first day of the succeeding month.”

Mr. Siciniano. The administration also believes that a change
should be made—this is a second point where we recommend a
change—should be made in the provisions dealing with repayment of
advances made to the States from the funds set up for such purposes.
The bill, as now written, and as passed the House, permits voluntary
repayment at any time and in any amount. The bill provides, how-
ever, that repayment must begin automatically for the year commenc-
ing with the second January a%ter an advance is made.

The CrAIRMAN. In what amount?

Mr. SiciLiano. It is actually based upon this 2.7; this is the
com{)ulsory aspect of it: The 2.7 percent that is ordinarily credited to
employers in a State—they won’t be permitted to get credit for all of it.
Five percent will be added the first year to the Federal share of the tax
and each succeeding year an additional 5 percent will be taken from
that 2.7 credit and paid in.

The CrarMaN. It accumulates, 5 plus 5?

; lz/ir. SiciLiano. That is right, 5 the first year, 10 the second, and so
orth.

The CaarrMAN. Fifteen, and so forth?

_ ﬁr. SiciLiano. Until the whole advance has been repaid, that is
right.

The bill provides, as I have mentioned, that it must begin auto-
matically with the first J anuary following the full calendar year after
the advance was made.

This requirement is effectuated by providing for reduction in this
Federal tax credit which I have just indicated how it works, allowed
employers in the State. The principle of repayment in relatively
small annual installments is sound.
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The CeAIRMAN. What happens if a State refuses to pay? Or
does not pay? -

Mr. SicinianNo. Then, it is paid directly by the employer, if the
State refuses to pay.

The CuAIrRMAN. Is that by Federal effort or State effort or how
does that come about?

Mr. SiciziaNo. I am not familiar with the compulsory aspect if
the State refuses to pay.

The CaalrMAN. Congressman Mason, can you tell us?

Mr. MasoN. I cannot, sir. The technical provisions of the bill,
I am not too familiar with: It is the general overall picture that I
always presented.

Congressman Mills has kept very close in touch with the technical
provisions and usually answered those questions.

Mr. SiciLiano. Mr. Murray, I believe, can.

The CrairMAN. Merrill G. Murray, assistant to the Director,
Eugea,u of Employment Security of the United States Department of

abor.

Will you answer that question?

STATEMENT OF MERRILL G. MURRAY, ASSISTANT TO THE DIREC-
TOR, BUREAU OF EMPLOYMENT SECURITY UNITED STATES
DEPARTMENT OF LABOR

Mr. MugrraY. Yes, sir. The bill provides that at any time the
State can voluntarily repay this advance, but beginning with the
assessment year commencing with the second January after the
loan is made this automatic provision goes into effect, and the em-
ployers, instead of paying three-tenths of 1 percent to the Federal
Government which is 10 percent of the 3-percent tax, they would pay
15 percent of the 3-percent tax, which would be forty-five one-hun-
dredths of 1 percent; the following year, six-tenths of 1 percent, etc.,
but that is paid by the employer directly to the Federal Government,
and transferred to the loan account.

The CrairMAN. That is the method of assuring repayment?

Mr. MURRrAY. Yes, sir.

Mr. Siciviano. It 1s a direct payment to the Federal Government.

The CaarrMAN. Who orders that done?

Mr. Murray. That would happen automatically: The Internal
Revenue Bureau would, beginning with that year, require the em-
ployers’ return, under the Federal Unemployment Tax Act, to add
this 5 percent of the total tax, and that 5 percent would be transferred
back to this Federal unemployment account.

The CrarrMaN. Is it the theory that taxing the employer in that
way would exert pressures on the State Government to produce a
willingness to repay?

Mr. MurraY. I don’t know what the theory was of the framers of
the law except that this seemed to be a convenient way, and a way
that the Federal Government would be assured that they got the
money back.
- The CrairMaN. Via Federal action through the Internal Revenue
Department, is that correct?

Mr. MurrayY. That is correct.

The CrairmMaN. In the way you described?
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Mr. Mugrray. That is correct.

Mr. SiciLiano. The administration believes, however, that in some
cases this automatic repayment provided by the bill may hit employ-
ers too soon, burdening them with higher contribution rates at a time
when recovery may have just barely gotten under way.

In the joint interdepartmental letter of July 17, 1953, the recom-
mendation was made that title 12 of the Social Security Act, the so-
called George loan plan, which lapsed in 1951, be reenacted as a substi-
tute for the provision of H. R. 5173 on this subject.

However, in the interval which has elapsed since this letter of July
17, the administration has been exploring other ways of revising the
loan provisions of this bill on this subject with a view toward preserv-
ing them to the fullest extent possible, while at the same time minimiz-
ing the undesirable characteristics of the repayment requirements.

Accordingly

The CrairMAN. That is a good word. What does it mean?

Mr. SiciLiano. What I am trying to say here——

The CrairMAN. I am not describing your testimony, but I didn’t
get anything out of it.

Mr. Siciniano. I think I can understand that. Originally we had
recommended that we use the George loan plan whitz%l had expired
previously. Rather than get into the provisions of the George loan
plan, we thought we would rather support the bill as basically written
now, but at the same time try to take away the feature that would
cause an employer to immediately start having a tax rise and to imme-
diately start repayment before he and all the other employers in this
particular State may be in best financial position to do so.

In other words, the economy may still be rocky and to compel an
employer within a period of 13 months after the {,oan is made to the
State, to start repayment, might be at the wrong economic time.
We want to delay that period somewhat.

The CrairMaN. You want authority to delay it or an automatic

delay?

M}I,'. SiciL1aANo. We would want an automatic delay. The State
can always begin repayment any time they want but to compel the
employer to repay at this time, is something that we feel isn’t eco-
nomically desirable, but we do want to have a cutoff on the thing
so that In any event the repayment must begin at a certain time, and
our cutoff is simply that this be delayed an additional 2 years, to a
maximum period of 4 years, rather than what it is now, which is
roughly, that the repayment must begin for the taxable year following
a full calendar year in which the loan was made. That is a minimum
period then of 13 months to a possible 23 months. What we are say-
ing and what we are recommending by our suggestions here is that
this period be increased to about 4 years before the automatic com-
pulsory repayment feature begins, because then we feel that by that
time, 1n any event, repayment should begin, rather than compelling
it at an earlier date.

The CrAIRMAN. I am still groping around to find out the field of
the States in this matter. What practices in a State that might not be
desirable might lead to a condition where it would apply for a loan?

Mr. Siciuiano. Well, each State, of course, administers its own
program and the considerations vary just as the operation of the pro-
gram varies and the situation could be as we have in some States
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particularly now, where they may be hit by unemployment to a
greater degree than other States. I think the No. 1 example most
people think of today is Rhode Island, whose reserve is in a fairly
precarious position.

The CrarrRMAN. Is that reserve being in precarious position due
to the unemployment, or is it due to any governmental practice in
the State?

Mr. Siciriano. That

The CrairMAN. And take the State of X. Never mind Rhode
éslan(‘i?. What might be assigned as the cause of the difficulty of the

tate!

Mr. SiciniaNo. Let me answer it this way: The job, or the duty
of the Federal Bureau of Employment Security is to establish mini-
mum standards for the operation of State programs. That would
mean, then, of course, checking and working with the States to make
certain that those standards are maintained.

The CrAIRMAN. You have that now.

Mr. SiciLiano. We have that duty now. So that to use State X
as the example, we wouldn’t be inclined to think it was because of a
faulty operation by the state officials that their state is in such a bad
position.

Actually, I think other states, potentially at least, could be in bad
positions also, and I don’t think there is any question but what the
administration of all the state programs is good, and it would mainly
rely on economic factors, unemployment or peculiar conditions—such
as California, where you have a great influx of people working for
temporary lengths of time and then being laid off and an immediate
drain on the unemployment fund.

The CratrMAN. What has the state to do with the rate that falls
on the employer?

Mr. SiciLiaNo. The state has the authority—each state can lower
this 2.7 maximum rate; it can be lowered, based on an employer’s
own experience, its own turnover in its own plant, to a theoretical
Zero.

The CrarrMAN. Could the State permit the lowering of the rates
to a point that brought about its own distress?

Mr. Sicrurano. It could.

The CrAIRMAN. Has that happened?

Mr. SiciLiano. We don’t think it has. For example, the State of
Rhode Island has the maximum 2.7. It has had it for some length
of time.

Senator CaArLsoN. Mr. Chairman, right on that point, I think the
States like to preserve rather substantial strong balances. 1 know,
as Governor of the State of Kansas, we were proud of our balance
and secured rather high balances in the State and we made ratings
to the employers. I think they try to preserve it. I can see possi-
bilities where under stress and strain they would have their fund
greatly reduced or depleted to the point it goes below. ‘

Mr. SiciLiaNo. Any State, I think you are right—I definitely
agree with the Senator—that the States are just as anxious as anyone
else to make certain they have a sound reserve. They do immediately
suspend their credit rating systems, if it appears they are approaching
an unsound point.

The CratrMaN. Could State X by its own practices, reduce its
reserves to a peril point?
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Mr. SiciLiaNo. They could.

The CrAalrMAN,. You don’t know of any State that does that?

Mr. SiciLiaNo. I don’t know of any State that does that.

Senator WiLLiams. Could a State, by being more liberal in their
payments, reduce their reserve downward?

Mr. SiciLrano. By more liberal, what do you mean?

Senatgr WiLLiaMs. By payments and the period of time in which
it 1s paid.

Mr. SiciLiaNo. Again, I could say theoretically, yes, but at the
present time, there has been an appeal, as you know, by the adminis-
tration for all States to review their benefit adequacy and the duration
of those payments, and see if they can’t be bolstered in most cases.

Senator WiLLiams. How did the rates which were paid in a period
of time with those States in trouble compare with the surrounding
States? Were they more liberal?

Mr. SiciLiano. No, sir.

Senator WiLLiams. For instance, the State of Rhode Island, did
g; pay?more, over a more extended period of time, than some other

tates!

Mr. Siciiano. Rhode Island has a maximum of $25 a week.
That isn’t considered one of the more liberal present day standards.

Senator WirLiams. What period of time did they pay that?

Mr. SiciLiano. I don’t know the years in which it was paid.

Senator WiLLiams. I don’t mean that. How long a period would
it be paid?

Mr. SiciLiano. Twenty-six weeks.

Senator WiLriams. Is that the standard for most States?

Mr. SiciniaNo. It varies anywhere from 20 to 26 weeks, and the
recommended is 26 weeks.

Senator WiLriams. Thank you.

Mr. SiciLiano. As I said, under the administration’s proposed
amendment to the bill, the automatic repayment provision may be
delayed for 1 or 2 more years, until the State’s fund condition at least
has had a chance to improve.

H. R. 5173 now requires, as a condition of eligibility for an advance,
that a State must maintain an average tax yield of 2.7 percent. This
is the same 2.7 I mentioned before. In order to get a loan, they have
got to be maintaining that average.

In order to become eligible for an advance, the State must maintain
an average tax yield of 2.7 percent in the quarter in which the applica-
tion for the advance is made. That is the present provision.

Mr. SiciLiano. The administration recommends elimination of this
requirement. This particular requirement was included in an effort
to insure that a State takes timely precaution to meet any continued
danger of insolvency of its own program. However, as I understand,
the proposed aid to the State will be in the nature of an advance—it
Is not a grant—it is an advance that has to be repaid—the State can
be relied upon, we think, to levy such contribution rates as reflect its
financial responsibility. This ties in with our point here a while ago.

At present, all State laws provide for some increases in rates, most
for the suspension of all rates below 2.7. Thirty-six States provide
that there 1s a suspension of anything less than 2.7 in the event their
reserves become seriously depleted.

To the extent this is the case, then, the Federal requirement would
add nothing, but the reason, you might say, ‘“Why are we opposing it
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if they a,lrea,di{l do it, or why are we opposing the language that is in
the present bill,”” might be centered on this one sentence:

It might also prevent some States from using methods of financing
which aim to avoid rapid increases in employers’ contributions at a
time when they are least able to meet it, and that is basically the only
reason we feel that this should be deleted.

The CrairMaAN. Exactly what do you want to do?

Mr. SiciLiano. We would just eliminate it, simply because the
States already, in 36 instances, have mandatory return to a 2.7 rate,
and in any event, it might interfere with what the other tax revenue
efforts the States may want to make to get out of their dilemma.

Senator CArLsoN. Mr. Chairman, right on that point, if I may,
under existing law, 2.7, and under this proposal, they would be re-
quired to meet that.

Mr. SiciLiano. Yes, sir.

Senator CArLsoN. Wouldn’t there be some danger of some States
purposely reducing it considerably below the 2.7 and that State in the
future getting into financial difficulty, while if you had a 2.7 as the
language in the bill, wouldn’t that be better?

Mr. SiciuiaNo. There might be a danger of that. The State
would have no reason to wantonly lower the rate. I think they would
have more reason, if these were grants, rather than simply loans, to
just carelessly or negligently go ahead and lower the rates.

Senator CARLSON. Igt is generally recognized that these rates are
very important to an employer, and to an industry, and it might be
that competition would enter into it, as I see the picture. It seems to
me some States would maintain 2.7 and if there were no provision, they
would have to maintain at least that to kesp up their funds, some
States might decide they would make it 1%.

Mr. Siciuiano. That is possible. That possibly could happen.
You have also the problem of this very competition, sometimes, em-
ployers staying away from a State because they feel they have a 2.7
rate.

Senator CArLsoN. Competition enters into it.

Mr. Siciuiano. They won’t go into it for that reason. The July
17th letter made a further recommendation which we think should be
given serious consideration. ' '

This recommendation is concerned with the fact that the bill, as
now geared, is geared to situations where the Federal unemployment
tax revenue exceeds the actual administrative expenses. In years
when administrative costs are higher than tax receipts—in other
words, you might not always have the situation of an excess

The CralrMAN. Have we had any such years in the past?

Mr. SicrLiano. Since 1938 you have had none, and I don’t know
before 1938 whether we have had any year where there was not an
excess, so this may be not too real a position; but in any event, it
does provide in the bill that in the event that there is no excess, that
a deficiency would have to be met from the general fund of the Treas-

ur%Ve are only saying this: That there is no provision in this bill
for a recoupment to the Treasury, for subsequent years. The under-
lying theory of this bill is to make employment security systems self-
sustaining, and so we think it would seem to justify provision for
recoupment in the event it is not self-sustaining, and there does have
to be-an allocation from the General Treasury. That is one pro-

vision that we suggest be put in.
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I woud like to make one further point .
; Th?e CHAIRMAN. Again, you will have your thoughts in amendment

orm

Mr. SiciLiaNo. Yes, sir.

In addition to the automatic appropriation of excess taxes in sub-
sequent years, the bill has two further provisions, and rather than
ieaﬁl vs{{hat I have here—because I don’t understand it too well either—

think——

The CaairMAN. That is very refreshing.

Mr. Siciuiano. I think there are two provisions, one of which
we are in accord with, and that is in this present bill which pro-
vides that there will be appropriation of advances to the Federal
unemployment account to carry out the purpose of the bill when you
have no excess at all. They would be repayable, again, in the future,
but we have no objection to that provision. However, the other
provision is section 5 (f), referred to in the bill.

What this does is, it goes back to June 30 of 1946, to July 1 of 1953.
During those years, of course, this excess tax that has been collected
has never been returned to the States. This bill would say that in the
event there is no excess for any one year, Congress would then go back
and pick up, say, the excess for the year 1953, and put that amount
into the Federal unemployment account.

What it does simply is, it always makes a potential obligation there
for the so-called past—for the years 1946 to 1953.

The CEAIRMAN. There is a denial of the theory that the excess
belonged to the Federal Government to spend as it pleased, isn’t there?
Isn’t there a little recognition there that perhaps there is an obligation
to repay?

Mr. SiciLiano. That is right. That is exactly what this is. This
is an attempt to say that all along there should have been a recognition
and all along this excess collection should have been set aside for
return to the States.

The CrAIRMAN. Do you know of any sound theory or any theory
that has been advanced as to why the Federal Government should have
had the use of the surplus to spend as it pleased, without obligation?

~Mr. Siciniano. No. As far as I know, there has never been any
maintenance on the part of the administration. I don’t know the
history of this thing too well—that it had the right to spend this
excess. Is that your question?

The CaAIRMAN. Yes. I understand it had the right to do it and it
did, but what I am trying to get at is, did anybody ever advance an
argument saying it was right to do so, that it was correct to do so?

r. SiciLiaNo. No, sir. I don’t know of anyone advancing that,
so then this potential obligation that would exist for some 6- or 7-year
period, we think, is unnecessary, and I might mention here that because
it also imposes sort of a potential obligation on the Federal Treasury,
that the Bureau of the Budget and the Treasury feel fairly strongly
about this; that this particular provision be eliminated, and with
this particular elimination in this particular bill, there is already
existing language in section 904 (h) which provides for the same kind
of obligation up to 1952, I think it is, or 1951, so we recommend that
that language also be eliminated.

In other words, we recommend the elimination of this potential
obligation that would be in the bill.

- —r——— e e ERRIROE A SRS
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_ The CaairMAN. You do that because you don’t believe that there
1? 91tl‘;er any obligation in strict terms, or that there is any moral
claim?

Mr. SiciLiano. We feel there is an obligation, but we think it
should be prospective.

_ Senator CarLsoN. Mr. Chairman, I think it would be interesting
if the witness knows the amount that accrued or accumulated from
1946 to 1953. Do you have that figure?

Mr. Siciniano. 1 know the total amount from 1938 would be
$600 million to $1 billion, but I am advised here it might be about
$300 million.

The CrAlrRMAN. For what period?

Senator CArLsoON. From 1936 to 1953, how much the accrued or
accumulated amount would be.

Mr. Siciniano. AsIhaveindicated, we shall submit draft language
to carry out all of these recommendations which I have outlined.

There are some further amendments of a minor or technical nature
which we would like to submit at the same time, but I am not taking
them up at this time.

The CHAIRMAN. Strictly technical?

Mr. Siciniano. We think they are technical.

The CrairMAN. No real question of substance?

Mr. MurraY. They are of a minor substantive nature.

The CrAIRMAN. Is there anything that warrants taking the time
of this committee to consider them in detail?

Mr. Siciuiano. I would think not.

The CrarrMaN. With your technical amendments, will you submit
an explanation?

Mr. SiciLiano. Yes, sir.

(See amendments p. 34.)

In summary, the position of the administration—if I might just
repeat them in sort of numbered form here is—(1) we favor the
deposit in the Federal Unemployment Trust Fund each year of any
surplus taxes collected over congressional appropriations for admin-
istrative expenditures, but we recommend that this deposit begin
with the excess tax fund collected during fiscal year 1955.
hThe CHAIRMAN. You don’t want to pay for the dead horses, is
that it?

Mr. SiciLiano. That is right. .

(2) We favor the distribution of excess funds to the States as
proposed in H. R. 5173, but we recommend limiting the use of the
funds so distributed to benefit payments only.

(3) We favor the creation of a fund from which non-interest-bear-

advances can be made to States with dangerously low reserves,
but we believe that the financial assistance afforded thereby would
be more effective if the automatic repayment provision were made
flexible enough to take account of the general business conditions.

The CHAIRMAN. I suppose we might as well get at it. What
States have the reserves that are dangerously low?

Mr. SiciLiano. There is one State, the State of Rhode Island,
which is very low and dangerous, and Alaska is in a very precarious
position. .

The CrAIRMAN. Alaska?

Mr. SiciLianNo. Yes, sir.




EMPLOYMENT SECURITY ADMINISTRATIVE FINANCING ACT 23

The CHAIRMAN. Some years ago there was another State, in addi-
tion to Rhode Island, that we heard a lot about.

Mr. Siciuiano. Massachusetts. ‘

Rather than try to blanket in, in an order of sequence, the numerical
order of States, what we have done deliberately—because Alaska and
Rhode Island do stand out——

The CuairMaN. I don’t even like to mention the States, but I
think before we are through we will be asked the question, so we might
as well get at it.

Mr. Siciniano. Well, we would be glad, in fact, to furnish the so-
called position of the States in respect to their reserves, of all the States.

The Cuarrman. Will you do that?

Mr. SiciLiano. Yes, sir.

The CaairRMAN. You will put 1t in the record.

(The information to be furnished follows:)

(See letter and enclosures, p. 34).

The CHAIRMAN. Is there any way in which you can indicate those
which, in your opinion, are in perilous condition?

Mr. SiciLiano. We have a table whereby we state how long a re-
serve would last, based on an average payment over a 6-year period.
That table will show you that, for example, some States will be in a
position to withstand this average rate of payment for 6 years, others
for 25.

The CrairRMAN. Do the States accept your tests that you are now
talking about?

Mr. Sicruiano. I would think so, yes, sir.

The CHAIRMAN. Is there any objection from any of the States you
know of?

Mr. SiciLiano. It is u statistical method.

The CuairmMaN. I know it is, but do the States accept the meaning?

Mr. SiciLiano. I don’t know if the States have ever been asked to
particularly accept this.

The CrairMAN. Anyhow, give us the benefit of your own viewpoint
on that; give us the statistics of reserves of each State and indicate
those that you think may be wobbly.

Senator WiLLiams. Mr. Chairman, with that report, could he also
include with each State a record of what each State pays per week and
the number of weeks it pays, so we can see what effect that might have?

The CuaairMaN. Will you supply that?

Mr. SiciLiano. Yes, sir, weekly benefits and the ratio.

(The information to be supplied follows:)

(See letter and enclosures, p. 34).

The CramrMAN. I think this comes from the same thing. There
might be an indication of the rate that is used in the State.

Mr. SiciLiaNoO. Yes, sir.

Senator CaArLsoN. On that point (3), “We favor the creation of a
fund from which non-interest-bearing advances can be made to States
with dangerously low reserves,” do I understand your recommendation
is that Congress create a new fund for this purpose?

Mr. SiciLiano. No, sir. This is the $200 million fund.

Senator BENNETT. The purpose of the bill is to create that fund.

Senator CArRLsON. You favor it?

Mr. SiciLiaNo. Yes, sir.

(4) We recommend elimination of the requirement of a 2.7 percent
average tax rate at the time of the application for an advance.
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(5) We recommend that consideration be given to a provision for
recoupment to the-general fund of the Treasury of those administrative
costs which exceed tax receipts; and (6)

The CeairMaN. Read me that again, please.

Mr. Siciniano. We recommend that consideration be given to a
provision for recoupment to the general fund of the Treasury of those
administrative costs which exceed tax receipts.

This is the timc when the tax receipts are less than the administra-
tive costs and when Congress must make that deficiency appropriation.

(6) We recommend
- The CrairmaN. Recoupment by the Federal Government is, in
your view, prospective?

. SICILIANO. Yes, Sir. ‘

The CrairMAN. Do you favor any past—there has bee .

Mr. Siciuiano. We recommend elimination of all provisions which
authorize appropriation of past excess tax receipts.

In concluding, I should like to make it clear that the administration
will continue to keep intimately in touch with the employment situa-
tion in the country, so that it will be immediately aware of any more
far-reaching financial needs of the States which may require action to
insure the integrity and stability of our Federal-State employment
security program.

That concludes my testimony.

The CHAIRMAN. Any questions?

Thank you very much.

Mr. SiciLiano. Thank you, sir.

The CuairMaN. Where do you come from, may I ask?

Mr. SiciLiaNo. I am from Utah.

(T}(ie following selected data was subsequently secured for the
record:)

SELECTED DATA ON THE CURRENT FINANCIAL PosiTION OF THE STATE UNEM-
PLOYMENT INSURANCE PROGRAMS

The first table containing tbe financial data for the calendar years 1952 and
1953 will convey to the committee the dollar amounts collected and spent during
these 2 years and tbe amounts available in the State reserve at the close of each
of the 2 years.

The second table, showing significant measures of the solvency of the several
State programs, will permit the commmittee to make its owr evaluation of the
comparative solvency position of the btate unemployment insurance programs.
The first 2 columns of that tabtlation compare average contributions with the
1953 cost of benefits, both being expressed as a percentage of 1 year’s taxa.bl’e
wages. The last 3 columns show the dtate’s reserve as a percentage of 1 year’s
taxable wages and as a multiple of both tbe average and the highest annual costs
experienced after the war. Tbhe significance of this last measure lies in the fact
that it conveys an idea of the length of time a State could remain solvent solely
on the basis of its accumulated reserve without collecting any more contributions
or interest, if future benefit liabilities remained within the limits of those experi-
enced in the past. .

Tables III and IV contain intormation on present State limits on the weekly
amount and the duration of benefits. . i .

Table V shows varying State reserves over a period of § years in conjunction
with benefits paid and average rates at which contributions were pollected in each
of those years. While the average rate of contributions and tbe size of the benefit.
liability are the primary determinants of the change in the size of State reserves,
other factors such as interest collected, fines, refunds exert a contributory influence.

Table VI and the ehart show the total Federal unemployment tax collections.
for the years 1936-53 and the total grants to the States for the same penod.. It.
also snhows the percentage that the grants represented of Federal tax collections.
for the United States and with respect to each State.
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TABLE 1.—Financial data for 19563, by State
[In thousands; corrected to Mar., 1, 1054]

Contribu- Interest
Reserves as Benefit dis-
tions credited to
of Dec. 311 collected 2 trust fund bursements
United States_ ..o $8, 012, 821 $1, 347, 630 $201, 277 $062, 221
77,453 14, 545 1,756 10, 520
8,115 3, 809 181 5, 641
44, 233 5,410 994 2, 568
46, 076 7,372 1,046 6, 014
818, 6528 131, 992 18, 385 97, 363
70, 851 3,435 1, 627 2,117
235, 540 27,365 5,239 7, 966
17,933 1,725 409 1,167
56, 227 3,138 1,291 2,365
85,188 9, 347 1,964 7, 780
137, 833 17,336 3,108 10, 226
23, 286 2,188 546 2, 858
35, 609 4,653 800 3, 684
D 1) 1 00 - 533, 500 69, 326 12,132 51, 085
InAiana . o em—e—emmeem 234,142 22, 804 5, 356 16, 748
) (o), USSR 110, 634 5, 547 2, 541 6, 088
KADSAS. oo ceemceeemeccmeecmme e ————————— 79,917 8, 990 1,830 7,041
KentueKy o oo 147,135 20, 594 3,338 17,665
Louislana. _ .. ae 127,259 18, 051 2, 841 10,356
Malne. .. o e 44, 665 7,335 1,016 5, 788
Maryland e 132, 631 13, 535 3, 060 11,911
Massachusetts. o oo 250, 032 102, 673 5, 071 41, 081
Michlgan a e 440, 508 90, 799 9, 763 39, 485
Minnesota . o cmee—ae 134, 799 12,631 3,073 11, 021
MississIpPL. - oo e ee——aem 43,186 5, 445 1, 006 6, 641
MiSSOUr - e oo eeeeeao s 224, 259 14,073 5,213 15, 534
Montang. oo e eeeeae 42,058 3, 939 945 2,347
Nebraska . oo cccccececmac e ———- 4], 331 2, 500 048 2,577
Nevada. oo meciccccececcccccamcccccacemenen 17,028 3,137 375 1, 667
New Hampshire. .. ... 22, 504 5, 963 521 5,877
NOW Jersey - - oo e emmmme e am 506, 649 77, 246 11,480 59, 757
New MeXiCo oo e ececccccceccmana 34,825 4,241 784 2, 455
New York._ o cveeccecccreeccccccccmccc e 1,311,985 271,061 20,114 178, 597
North Caroling. - o e 181,417 21,435 4,177 20, 973
North Dakota. v e ceceeemem 11, 305 1, 987 249 1,987
10 e e e mecccccmmccccmcccccmmecccc—————- 686, 487 79, 413 15,323 32, 542
OKklahoma. ... .o ccceaccedccccccemcce——aae 56, 101 8,738 1,278 7,251
OTeEON. - - - oo ccee e - 71, 666 11,485 1, 706 19, 208
Pennsylvania. oo 555, 958 84, 580 12, 939 102, 359
Rhode Island - v oo ceeeeccceccccann 28, 521 17, 189 611 12, 566
South Caroling...c..ccnco e mccccaeaas 71,902 13, 621 1,620 9, 056
South Dakota .o oo 13, 397 1, 251 302 730
P enNeSS8e0. - - oo e e ee e rm e ————— 114, 568 21, 216 2, 593 16, 369
(2. ¢: G J 282, 597 20, 005 6, 450 11,891
Utah. o e accnccccccccmccrmcceee—————— 36, 385 4,078 826 3,168
Vermont. . .o m 17, 464 2, 267 392 1,299
Virginia. - oo maan 98, 141 8, 570 2,226 8, 203
Washington. .ccvace e ceccceeccccemm——e 190, 808 27, 589 4,426 29, 027
Wgst Virginia . cce e icccccaen 89, 802 10, 401 2,113 13, 954
Wiseonsin. ... oo emdcecemmcaea 256, 369 19, 837 5,924 17,934
hi(0) 0 1 ) o 1 17,013 1,765 379 814

! Funds avatlable for benefits.

2 Includes contributions, penalties, and interest from employers, and contributions from employees.

Adjusted for refunds of contributions and for dishonored contribution checks.

NoTr.—State figures do not necessarily add to totals due to rounding.
Source: Department of Labor, Bureau of Employment Security, Division of Actuarial and Financial

Bervices, Mar, 10, 1954,
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Financial data for 1962, by State
[In thousands; corrected to Aug, 1, 1953)

EMPLOYMENT SECURITY ADMINISTRATIVE FINANCING ACT

Rosorvesas | COBirbu- | Tufersst | Banelt
o(tm]gfé’f_ll) collected ? | trust fund ments
(table A-2) | (table A-3) | (table A-4)
United States. - .. o i camaao $8, 327, 560 $1, 367,676 $177, 361 $008, 237
O OROON 5768 i b o i
ATBODD oo AT 3 i
--------------------------------------- ) ) 5,707
Gl A
Connectient .. -oowooooomoomoeioaos 210, 922 35, 723 4,353 nloﬂ
Delaware . .o cacaecana—eae 16, 966 1,889 361 1,023
District of Columbla.. . ____________ 54, 162 4,019 1,165 1,700
Florida oo emeee 81,710 9,710 1,783 7,483
Lo TN 127, 645 16, 269 2,726 9, 491
Hawali e menaaa 23, 410 2,149 518 2,336
Tdaho. . oo 33,857 4,613 711 2, 862
TINOES - - - - oo oo ee e e e e 502, 954 75, 758 10, 788 57, 345
Indlana o oo e iiiccanao 222,729 21, 291 4,875 20, 842
s s e rml o e
----------------------------------------- ) y ’ y 1
KeNtUCKY « e e ooc e oo e mmmmn 140, 869 19, 472 3,021 15, 19§
Iﬁou&siana ...................................... lig, 7&1i 21, gzg 2, 455 13, 181
BINE . o e ceeaeeccmcccococ—cammmmmae .1 7,31 895 5,326
Maryland - - e eecamemaeeomaaee 127,975 15,177 2,762 10, 930
Massachusetts_ . ____________ 183, 369 97, 995 3,518 59,133
Michigan . oo iiie 379, 441 76, 533 8, 061 61, 987
Minnesota _ - icaa- 130. 146 11, 698 2, 820 11, 612
Mississippi. oo oo 43,377 5, 253 956 6, 066
e s ————— mar| il em o ne
oOntaANa. e emcmcan- y . , 1565
Nebraska . - oo oo ececcmecca e 40, 467 2, 691 878 2,172
Nevada. oo e e eecemecmcm———ae 15,103 2,601 313 1, 243
New Hampshire. . 21, 908 6,094 465 5, 790
New Jersey._... 4717, 680 68, 120 10, 228 51, 163
New MeXiCO - - oo oo cecciceaceee 32,256 4,083 679 1, 541
New YorK_ oo icececcceceaee 1,191, 005 201,173 24, 697 185, 211
North Caroling. .- oo eaaoas 176, 777 20, 796 3, 857 20, 162
North Dakota oot 11, 056 1,892 231 1,616
R 0) 41 JE OSSPSR 624, 457 75, 354 13,217 35, 876
QRS i gm) o nm)
(1) U UL ) ) 1, , 000
Pennsylvania. ..o .-. 561, 058 47,932 12,826 109, 952
Rhode Island . ..o e 23, 286 16, 225 476 16, 404
South Caroling_ .- eaeooaa 85, 715 14,075 1,358 7,292
South Dakota .- o e mceeeoaeo 12, 574 1,357 268 673
M ONNESSLO - - e o cm oo m e me e —mammm—ma e 107, 156 19,017 2,311 17, 900
G oS | a0 o 4 5 054
........................................... X y , 054
j{,fgx.'énont ....................................... gl)g. %03 %’ 331 9 352 + 2,365
194 1 01 - S SR , 57 ' , 034 7,041
‘Washington. . .- 187, 832 27,144 4,082 23, 270
‘West Virginda.__ . e 91, 239 12, 817 2,010 13,936
WISEORSIN . oo oo oo ccmeee 247, 563 18,928 5,379 14,128
A1 100 (L 15, 636 2,106 325 725

1 Funds available for benefits.

2 Includes contributions, penalties, and interest from employers, and contributions from employee

Adjusted for refunds of contributions and for dishonored contribution checks.

NoTe.—State figures do not necessarily add to totals due to rounding.
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TABLE 2.—Significant measures of the solvency of unemployment insurance, by State
[Corrected to Mar. 1, 1954)

Average contribution
rate as a percentage of

Reserve on Dec. 31, 1953

1953 benefit| Reserve on as a multiple of—
taxable wages payments |Dec. 31, 1953
—l|asa pefrcent- asa perrctgnt-
age of tax- | age of tax- _ . ;
1952 1ogg1  [ablo wages 'able wages | 0008 DTS an
annual ¢osts| in 194€-53

1.4 1.3 0.9 8.8 6.3 3.8

1.2 .9 1.0 7.0 5.0 3.0

2.7 2.7 4.0 5.8 2.9 1.4

1.5 1.2 .6 10.6 16.1 7.1

1.5 1.3 1.1 8.6 7.2 5.1

2.1 1.3 1.1 8.8 4.0 2.2

1.0 .4 .3 10.7 20.7 13.4

1.8 1.3 .4 11.4 9.5 3.6

Delaware. ..o .. .6 .5 .4 56 9.3 5.1
District of Columbia......___. T .5 .4 9.8 19.6 12.2
Florida . - oo, .8 .6 .6 6.9 8.6 4.9
Georgia. oo 1.2 1.2 7 9.8 12.2 7.0
Hawall. . ... .8 .8 1.2 9.5 9.5 4.3
Idaho. o .. 1.8 1.7 1.4 13.5 15.0 9.0
TNInols. oo 1.1 .9 .7 7.3 6.1 4.1
Indiana. ... .7 .6 .5 7.4 10.6 5.7
Jowa. e .5 .5 .5 11.0 22.0 15.7
Kansas_ o eieees 1.0 1.0 .8 8.8 11.0 4.0
Kentueky. .. ___...__. 1.7 1.7 1.5 12.6 10.5 6.6
LouiSiana.. ... _________ 1.8 1.3 .8 10.0 7.7 5.0
Maine. - oo 1.6 1.5 1.3 9.7 5.7 3.1
Maryland . .. ... ......... 1.0 .7 .7 8.0 6.2 3.2
Massachusetts_._ .. ._.__.._. 2.7 2.7 1.1 6.6 3.5 1.8
Michigan 1.5 1.5 .7 7.6 58 3.3
Minnesota .8 .6 .7 8.3 10.4 6.9
Mississippi 1.3 1.2 1.5 9.7 7.5 4.6
Missouri. . ..o oo, .6 .6 .6 9.3 10.3 6.2
Montana 1.9 1.2 .8 14.5 16.1 8.5
Nebraska .5 ) .5 8.6 17.2 10. 7
Nevada . oo eacacaeaas 1.8 1.8 .9 10.2 7.8 4.2
New Hampshire._......._.._. 1.9 1.7 1.8 6.7 3.7 1.7
New Jersey. ccoomoeeee e 1.5 1.5 1.4 11.9 6.6 4.2
New Mexico .o o oaa.. 1.3 1.3 .8 10. 8 21.6 13.5
New York. .. ... 2.4 2.0 1.4 10.3 4.9 3.1
North Carolina. ... ... ..._. 1.2 1.1 1.2 10.5 10.5 6.6
North Dakota_...__.._.....__ 1.5 1.4 1.5 8.5 9.4 4.7
Ohlo. L 1.1 1.1 .4 0.4 11.7 6.3
Oklahoma. ..o ... 1.1 1.0 .9 6.7 6.1 3.2
207 ¢1-(+) | 1.2 1.1 1.9 7.2 1.2 2.8
Pennsylvania._ ... ..__. 1.0 1.1 1.2 6.4 4.9 3.2
Rhode Island_ ... .. _._..._. 2.7 2.7 2.0 4.5 1.5 .7
South Carelina. ... ___________ 1.6 1.5 1.0 7.9 7.9 3.9
South Dakota._ .. __.____..._._ 1.0 .7 .5 9.7 19.4 10.8
TeNNeSSe... - < - oo coeoeem e 1.5 1.4 1.2 8.3 5.5 3.5
RS . e eceeeee .6 .5 .3 7.3 24.3 10. 4
Utah . ___. 1.1 1.1 .9 9.8 8.2 4.9
Vermont . ... 1.5 1.3 .8 10. 1 7.2 3.4
Virgloda . ... ... .6 .6 .6 6.7 9.6 4.8
Washington. .. ... __._.._ 1.7 1.6 1.8 11.8 5.6 2.7
West Virginia. .. ____..._....__ 1.2 .9 1.3 8.6 7.8 4.5
Wisconsin. ... oooooeoo.. .9 .8 10. 8 11.2 18.7 10.2
Wyoming. e oo 1.4 .9 .5 10. 6 17.7 7.6

1 Taxable wages are estimated for 12 months ending Sept. 30, 1953,

Source: U. S. Depirtment of Labor, Bureau of Employment Security, Division of Actuarial and
Financial Services, Mar. 10, 1954,

45744—54——3
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TABLE 3.—Mazimum weekly benefit amount and ralio to average weekly wages of

covered workers, 1939 and 19563

Maximum weekly
benefit amount

Averago weokly wages,
covered workers

Maximum as percent
of weekly wages

State
Decem-| December Decomber | December
ber 1939 1053 ! 1839 1853 1939 1053 2
Motal oo femiee e $26. 15 $69.08 .- .o lfeeoao...
Alabama_______ ... ... $15 | $22.00 17.64 55. 84 85.0 | 30.4
AlnSka. .o ... 16 36. 00 (70; 35.23 119.08 45.4 | 20.4 (68.8
ﬁrmn ........................... %g g(z) 88 (26 24, gg % 32 6:13. 2 20.1(37.9
TRONSAS . oo i iee cideoaeoooo. X 15. . 85 93.0 | 45.0
California. .- ooooco oL 18 25.00 30. 40 75.04 59.2 | 33.3
Colorado_ . et 15 28.00 §353 24.70 67.30 60.5 | 41.5 (61. 9;-
Connecticut. . cc e 16 30.00 (45 27. 41 72.81 54.7 | 41.2 (61.8)
Delaware.. . . .oocovioiiinaean.. 15 25. 00 27.02 71. 08 55.5 | 34.
IF?llst{(llgt of Columbia.._... ........ lg 1 20. 00 23. 74 65. 28 58.3 | 30.6
(1] o (¢ 1 P II 1 20.00 18. 44 56. 89 81.3 | 35.2
e RN | omml omml o w) s
awall _ . iallls . . . 45 0. 44.
Idaho. - e 18 25.00 21.60 63.48 83.3 | 30.4
Minods_ .o e ... 16 27.00 20, 27 76.33 54.7 | 36.4
Indlana. .. coceo ... 15 27.00 20. 44 73.07 §6.7 | 37.0
B (13" | Y 15 26. 00 23.00 64.05 66.2 { 40.6
Kansas. ..o oo 15 28.00 22.62 67.45 66.3 | 41.5
Iliani;ucky ........................ }g gg 88 gl. 23 62. lg g'(l) 5| 45.1
uisiang . ool . 0. 5 59.0 .| 42.3
Malne . oot 15 27.00 20.28 57.90 74.0 | 46.6
Maryland ... oocooo ... 15 30.00 (38) 23.78 61.15 63.1 | 49.1 (62.1>»
Massachusetts... . ... ..._.... 15| 125.00 26. 49 62. 71 50.6 | 30.9
Mmoot 201 o] maed  BRl B o | ooy @20
[ XT0] ¢ Y . . . . .
e i — HIE A .
ourl .. ao.. . . . . 37.
Montana. . oo i 16 23.00 25.43 04. 52 69.0 | 35.6
Nebraska oo oo oo 16 206.00 23.17 60.93 4.7 | 42.7
Nevada ... .. b mememcmaeeem—a—e——n 15 30.00 (50) 26. 87 74.35 55.8 | 40.3 (67.2)
New Hampshire. __._____....._._.. 15 | 30.00 20.73 56. 08 72.4 | 652.7
New Jersey v oc e occeceeaen 15 30.00 27.51 74. 36 54.5 | 40.3
New Mexico. oo oo m e ecaae o 16 30.00 21.48 63.00 69.8 { 47.6
Now YorK._ oo mecaea 15 30.00 30. 55 74.31 49.1 | 40.4
North Carolina._______......__._. 15 30.00 17.17 61. 90 87.4 | 57.8
North Dakota. . _._.___._._____.._ 15 26.00 (32) 21.83 61. 96 68.7 | 42.0 251.6;‘
ORloomia . TITIIIIIIII Bl R0 R an S0 | 421 o0
lahoms, . . oo .. . . . . ,
Oregon. - _ oo 15 25.00 28. 81 73.47 52.1 | 34.0
Pennsylvania._________ . _______.. 15 30.00 25. 81 66. 08 58.1 | 45.4
RhodeIsland. ... _.___ . __._._._. 16 25.00 23.28 62. 67 68.7 | 39.9
South Caroling.. ... _..._..._._. 15 20.00 15.32 55.18 07.9 | 36.2
'SPouth Dakote oo .. 15 gggg %g gg gg gg %g ﬁé
eNNBSSOO - - vee o m e emeeea 15 . . . . 3
g ) v U T 15 20.00 23.01 65. 47 65.2 | 30.5
L5471 + W 16 27.50 23.92 3. 58 66.9 | 43.3
Vermont. .. ..o eccceaeaa 15 25.00 22.29 60. 61 067.3 | 41.2
Virginia. o oo 15 22.00 20.456 57.32 73.3 | 38.4
Washington__ ... . ... .... 15 30.00 26. 96 72.52 55.6 | 41.4
West Virginia. ... ... ocoao ... 16 30.00 25.03 68. 33 59.9 | 43.9
Wisconsin. .. 15 33.00 27.40 71. 50 54.7 | 46.1
Wyoming. . oo 18 30.00 (36) 23.42 64.15 76.9 | 46.8 (56.1)

! Figures in parentheses represent maximum including dependents’ allowances, except in Colorado where
the maximum s higher for claimants mesting certain requirements. The District of Columbia maximum

is the sams with or without dep3nients.

be based on an assumed maximum number of dependents.
3 Rates based on average weekly wages of covered workers for 1952 since 1953 data not yet available..
Figures in parentheses based on maximums including dependents’ allowances.

Flzure not shown for Massachusetts since it would necessarily
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TaABLE 4.—Summary of duration provisions, December 1949 and 1963
[Duration {n 62-week period]

29

December 1949 December 1953
Weeks of Weeks of
State benefits benefits
Proportion of wages in Proportion of wages in
base period base period

Min{-|Maxi- Min{- | MaxI-

mum (mum mum | mum
Alabama............ P 10 20 | YA e 114 20
Alaska..___ ... ... - 8 25 | 32-30 percent. .. o ooooo.... 12 28
Arizona...._._._.._. Uniform. .............. 12 12 | Y e ceeaan 10 20
Arkansas..._........ U 10 16 { Sameas 1949 ..o feeoooooileaooi.o.
California. ......_... Yo ee———ans V124 26 foe o cdOeeee e
Colorado........__.. T 10 20 { Mmoo, 210-26 {220-28
Connecticut..__._.. S 184 26 | V4.cooeen e 110 26
Delaware........... Y e e eme—————— 111 26 | Sameas 1949 ... c.oei]eecne e
D{;:itrlct of Colum- | Y ceeeeeeeeaeens Vil4-| 20 f----. (4 1o TN PR

2.,
Florid@ e e | Moo 74| 16 |-.... (4 1, TR FN P
Qeorgia. . ... ....._ niform._ ... ... ..... 10 16 | Uniform ... .. _._.._. 20 20
Hawafi. ... ___|..... L [ Y 20 20 | Samecas 1940, .. _____ | __|eeoo... -
Idaho.. oo 40-22 percent ... ......... 10 20 | 40-29 percent. ... ___... 10 26
Ilinoi8..c.cceeeree.. 58-33 percent. . ......_... 110 20 | 46-32 percent.. ... _.____. 110 26
Indiana. ... ... L e eee—————- 164| 20 | Same as 1949
Iowa..... % JU 64| 20 [----- do..._......
Kansas...... {}' ........ 64| 20 |[..... do..ccoeea..
Kentucky. -. niform 22 22 | Uniform _.._..
Louisiang. ... ¥8......... -1 10 20 | Same as 1949._..
Maijne. .. .- niform. -l 20 20 |.---. do......__..
Maryland .... < D Jd 7+ 26 ... Ao
Massachusetts. RV PO 164 23 40 e
Michigan....____._. 34 week of employment. .| 94| 20 | Same as 1949
Minoesota.._....._. 47-23 percent. . ......... 14 25 | 41-26 percent. ... _.... 15 26
Mississippi. - occeoo. Uniform . ..ccoeaea... 16 16 | Sameas1049..___ .. | oo |eoeooo._
Missouri ._.___...._ {? in 8 quarters...._..... 314 20 | Y8 e 31 24
Montana._......_.. niform. . .. . ........ 18 18 | Untform. ... .__.._._.__. 20 20
Nebraska. . ooooeeoo.. SN VR4 20 | ¥4 oo e 10 20
Nevada..._........_. . 10 26 Sameas 1949_ ... ...._... SRR B
New Hampshire....| Uniform__._. ... _.... 23 23 | Unlform .. ... ____.__.__. 26 26
New Jersey......... T 110 26 | 34 weeksofemployment. .. 13 26
New Mexico..._... 2 S 12 20 | 3 12 21
New York . _._._._. {'nlform............._.. 26 26 | Sameas 1919 . ... ). joaoo ..
North Carollna.____|..__.. (s (o T 20 20 | Uniform__. _.___.__....._. 26 26
North Dakota___.__|._._.. L U T 20 20 [ Sameas1949. ... .| _ 4. o
Ohio ... ___..._. L2 Vi241 28 | Yo o e, 194 2
Oklahoma._._._.._._. R 64| 22 | Samecas19049. . . feeoo. Homeo.._
Oregon ... ........ P 64| 26 |5 T 84 28
Pennsylvania._____. L 9 21 | 43-34 percent________._____ 13 26
Rhode Island.._.._.. 52~27 perecent. . ... ..... 54| 26 | 35-27 percent._.._.___.____ 164 26
South Carolina..._.. Uniform _._..____._..._. 18 18 | Sameas 1949 . __________ | ]oeo...._
South Dakota . _._._. 48-22 pereent.. ... ....... 164| 20 | 36-22 percent..___.__....__ 10 20
Tennessee. - __..___. Uniform___ ... _......._. 20 20 Uniform ... _____ 22 22
eXBS. e eeeeeen | SN 15 24 | Sameas 1949 oo oo foo.._

Utah _____________. [ N 115 | 20 | () eoe . 115 26
Vermont......_._._. Uniform._.__._.._...... 20 20 |Sameas1049__ . _____ V. ___ .l ...
Virginia _..___._... L T ] 186 [..... Q0. e
Washington . _______| 25-31 percent___._._..__. 15 28 |.....dO oo e
West Virginia....._. Uniform . ___ . _..._._.. 23 23 Uniform___._ . . .___._._. 24 24
Wisconsin._._..._._. %4 weeks of employment.| 94| 26+4| 4o weeksof employment._ _ 10 264+
Wyoming... .. | Moo . 6 20 ) 31-26percent.___________.. 8 26

' Minimum applics to claimant with minimum qualifying ivagc concentrated largely or wholly in high
quarter and weekly beneflt amount above minimum. Larger number of weeks for claimant with minimum
Illinois, New Jersey (1919), and Utsh,

weekly banefit. Statutory minimaum for Alaska, Delaware
? Hizher figure applies to claimants who bhave been emp

i

years with wages 11 excass of $1,000 per year and no benefits reczived during period.
3 If benefit is less than $3 (1919) or $5 (1933), benefits are paid at rate of $3 (1949) or $5 (1953); no qualifying

wage and no miaimum or annual benefits are specified (1953).
1+ Weighted schodule in pereentage of average State wage.

oyed in Colorado for 5 consecutive calendar




TABLE 5.—Reserves, benefits paid, and average contribution rates collecled 1949-68, by Stale

0€

[Amounts {n thousands]

1949 1950 1951 1952 1953 %‘1
Contri- S
State Contri- Contri- Contri- Contri- bution v
Benefit bution Benefit bution Benefit | bution Beneflt | bution Benefit | rate E
Reserve avments | ate Reserve payments rate Reserve pay- rate Reserve pay- rate Reserve | pay- (esti-
. pay (per- ym (per- ments | (per- ments | (per- ments | mate) &=
cent) cent) cent) cent) (per- . E
cent).
n
United States..____. $7, 009, 586 [$1, 735, 992 1.31 |$6, 972,295 ($1, 373,114 1. 50 {$7, 782, 048 13840, 411 1. 58 |88, 327, 560 |$998, 237 1.45 |$8, 012, 821 1$062, 221 1.3 g
Alabama_____..__.______._. 58, 415 19,323 1.08 56, 850 13, 758 1.17 65, 705 8,219 1.20 71,672 | 11,167 1.15 77,453 | 10,520 .9 g
Alaska_____________.._.... 10, 335 2, 578 1.50 9,141 3,313 2.29 9, 968 1,785 2.70 9, 766 4,171 2.70 8,115 5, 641 2.7
Arlzona.___________.__._.. 28 3771 . 3,801 1,47 30, 265 2, 888 1.61 35,018 1,281 1.68 40, 409 1,390 1.54 44, 233 2, 568 1.2 E
Arkansas_..________....... 37 951 6, 653 1.21 36, 559 7,344 1.32 40, 326 4,484 1. 56 43, 704 5,707 1.52 46, 076 6, 014 1.3
California___________._.____. 591, 309 253, 084 1.84 573, 884 182, 738 2.41 674, 488 | 95,082 2.37 765, 514 { 101, 678 2.09 818,628 | 97,363 1.3
Colorado.___________..__.. 54, 729 3,575 .67 56, 137 3, 691 .80 61, 550 1,236 . 96 67, 927 1,311 .97 70, 851 2,117 .4 g
Connecticut._._..____._._. 157, 541 46, 639 .75 156,130 22,474 1.22 181,915 | 10,419 1.84 210,922 | 11,044 1.85 235, 540 7, 966 1.3 g
Delaware. _____ .. ___...._.. 14, 546 2, 346 .68 14, 560 1, 708 .64 15, 739 964 . 69 16, 966 1,023 .63 17,933 1,167 .5
Districet of Columbia._.... 45,433 3, 922 .62 46, 775 3,438 .75 50, 678 1, 557 .81 54,162 1, 700 .68 56, 227 2,365 .b E
Florida_..._______________. 71, 821 11,121 .92 73, 589 7,632 .89 77,757 6, 560 .89 81, 710 7,483 .84 85,188 7, 780 .6 —
Georgia.._____________.._. 102, 728 13, 465 1.24 108, 989 10,015 1.27 118,170 8, 455 1.3 127, 645 9, 401 1.22 137, 833 10, 226 1.2 7]
Hawali...____ . ___________. 22,271 4,342 1.17 21,778 3,376 1.17 23, 080 1, 815 1.15 23,410 2, 336 .84 23, 286 2, 858 .8 |
Idabo...________________.. 26, 187 2, 797 1.98 27, 147 3, 429 1.98 31,413 1, 902 1.9 33, 857 2, 862 1.76 35, 609 3, 684 1.7 g
IMinods___________________. 484,011 105, 384 1.01 450, 344 93, 020 .76 473,873 | 56,877 1.09 502, 954 57. 345 1.10 533,500 | 51,085 .9 <
Indiana. .. ______________._. 187, 731 27,026 .75 199, 094 15, 210 .97 217, 405 13, 957 1.03 222,729 20, 842 .7 234, 142 16, 748 .6
Towa. . ... 92, 736 5,312 1.34 100, 710 5, 449 1.34 105, 405 3,094 .42 107, 634 4,937 .49 110, 634 5, 088 .8 2
Kansas_ ____________..__._.. 64, 350 5 450 1.02 64, 631 7,145 .98 69, 596 3,849 1.00 76, 142 3 912 1.03 798,017 7,041 1.0 &=
Kentueky. . ____.__.. 117,874 15,415 1.68 123, 670 13,459 1.79 133, 681 10, 812 1.74 140 869 15 193 1. 68 147,135 17, 665 1.7
Louisiana. . ___________._.. 99, 717 18 117 1.61 97, 640 20 007 1.67 106,198 | 13,254 1.87 116, 761 13, 181 1.82 127, 259 10, 356 1.3 =
Maine. . _____.__._.. 38 658 11, 402 1.67 36, 744 9 008 1.69 39, 218 5, 559 1.67 42,106 5,326 1.63 44, 665 5 788 1.5 E
Maryland. ... ._.__..... 116 344 29 838 1.10 112,176 18 754 .98 121,001 8, 758 1.02 127 975 | 10,930 .96 132, 631 11, 911 .7
Massachusetts_ _____._..... 107 949 115 219 1.41 92, 605 76, 699 1.91 140 988 | 48,523 2.70 183, 360 | 59,133 2.70 250,032 | 41,081 2.7 E
Michigan_ ... .._.. 297, 095 80 783 1.78 347, 847 48, 813 1.36 350, 834 | 47,120 1. 56 379, 441 61, 987 1.52 440, 508 | 39, 485 1.5 Q
Minnesota. _o.ceoiaoaoo. 122,946 13,342 .72 119, 633 15, 697 .76 127, 274 9,195 .95 130, 146 11, 612 77 134,799 | 11,021 .6 E
MissisSIpPi. oo oo 43, 052 6,380 | 1.33 41, 983 6,201 | 1.25 S 24 | 4,511 1.28 43,377 | 6,086 | 1.28 43,186 | 6, 641 1.2
Missouri. . occeeeeeeeeaaa-. 187, 516 22, 479 1.34 104, 674 19 854 1.23 214,143 | 12,050 1.31 220, 507 13,624 56 224,259 | 15, 534 .6 Q
Montana._. .- 31, 257 2, 668 1.77 32,032 4, 280 1.80 36, 536 2, 285 1.92 39,5 2 156 1.91 42,058 2,347 1.2 .
Nebraska. . oo _._.. 34 854 2,016 .70 35, 636 3 169 .91 39,079 1,518 .96 40, 46 2 172 43 41, 331 2, 677 .6
Nevada oo oomceeeeaaas 13 190 2,163 1.62 12, 537 2, 460 1.57 13, 444 1,275 1.74 15,108 1, 243 1.83 17,028 1, 567 1.8 S
New Hampshire__._._._.. 22 089 10, 659 1.60 19, 863 7, 765 1.80 21, 144 5, 282 1.01 21, 908 5, 780 1.87 22, 504 5,877 1.7
New Jersey - o ccevecan-- 427 806 87,390 1.09 421, 227 64,143 1.26 4;3: 485 | 43,844 1.4 477 680 | 51,163 1.49 508,649 | 59, 757 1.6
New Mexico. . ceoeoeeean -2 21, 450 1,786 1.87 24, 303 1, 965 1.90 034 1,027 1.91 32 250 1 541 1.30 34, 825 2, 456 1.3

. . .




Oregon._..___._ R,
Pennsylvania._..__.._____
Rbode Island .. ._._..____.
South Carolina._.._._._.._.
South Dakota_.__.... ———--

‘Washington___ . _________.
West Virginia_ ... ____..._.
‘Wiseonsin._................

e
1
9, 637
530, 196
47,963
81, 379
574, 070
24, 983
50, 077
9,823
96, 874
219, 046
32, 400
14, 880
79,776
150, 768
86,733
216, 648
12, 884

356, 432
19, 470
848

79, 542
7, 987
19, 277
140, 505
31, 396
12,052
649

23, 459
11, 918
5,194
3, 908
14,025
35,031
17, 325
19, 562
906

.74
2.66
1.34

.74
1.09

904, 616
162, 036
9,622
514, 683
46, 333
74,731
537, 488
23, 290
50, 830
10, 405
96, 177
229, 327
31, 321
14,290
81, 040
158,221
83,172
222,140
12, 641

206, 471
16, 656
1, 981
80, 698
9, 558
20, 427
110, 211
16, 216
9,183
1,119
18, 040
13,573
4, 874
2,824
10, 573
31, 506
15, 343
13, 056
1,822

W IO OO N T

3OO
O#ﬂ#@&HOO&Qw*\IHO

[ ]
Ll b el el el B

. . =
OO
o=

1,060, 516

172, 287
10, 549
571,893
49, 431
79,192
610, 440
22,990
57, 574
11, 622
103, 754

189, 095

17, 464
1,183
28,125
5, 848
10, 446
66, 336
17, 408
6,171
712
14,039
5, 986
2,358
1,374
5, 901
15,004
8,195
7, 354
703

ONNOOO

batal Tl et o
BIRB2EAREHR3=8a5833

=t e ek et et e
P S Sh S
-3t

1,191,005

176, 777
11,056
624, 457
53, 336
77, 684
561, 058
23, 286
85, 715
12, 574
107,156
268, 168
34, 668
16, 108
93, 579
187, 832
91, 239
247, 563
15, 686

185, 211

20,162
1,616
35, 876
6,175
15, 000

109, 952

16, 404
7,292
673
17,900
7,943
3,054
2, 365
7,041
23,270
13, 936
14,128
725

]
or

Pt DD bt bt bt et bt et N
[ Sl el

ekt
¢« s e o

1,311, 985

181, 417
11, 305
686, 487
56; 101
71, 666
555,958
28..521
71, 902
13, 397
114, 568
282, 597
36, 385
17, 464
96, 141
190, 808
89, 802
255, 369
17,013

178, 597

20,973
1,987
32, 542
7,251
19, 208

102, 359

12, 565
9, 055

730
16, 369
11, 891
3,168
1,299
8, 203

13, 954
17, 934
814

Source: U. S. Department of Labor, Bureau of Employment Security, Division of Actuarial and Financial Services, Mar. 12, 1954.
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TABLE 6.—Estimated expenditures for State Em(f

compared with FUTA collections and expresse

ment tax collections, by State, fiscal years 1936-563

[In thousands]

loyment Securs
by percent of Fy

EMPLOYMENT SECURITY ADMINISTRATIVE FINANCING ACT

ty Administration
ederal unemploy-

Total expendltures
Fodiaral un-t
employmen
State tax collec- Porcent of
tions Amount tax collec-
tions

United StateS. oo oo oo oo e ee——n $2, 827,802 $1,014,058 67.7
AlabamMa. e ce———————— 31, 3086 28, 210 89.9
Alaska.._ . 0 e, 2, 989 4,120 138.1
AT ZON8 . .o oo e e e cmiecemm———————— 8, 249 12,116 140. 9
ArKBDSAS. L icmeeacaiaaae 12, 204 17, 191 140.9
CalilOMMIA - o o e e eeee——————— 221, 266 183, 431 82.9
ColorBA0 . - oo o e ———— 16, 957 14,015 82.7
Conn e U . e ea——————— 61,838 32, 643 52.6
Delaware. ... _oeeo.._. E e e o e e e e e e e ea e 7,578 4, 069 65.6
District of Columbia . e eeee—————— 16,190 13, 608 84.4
Florida . e 20, 242 26, 226 89.7
LT R 36, 585 28, 443 77.7
AW L c e e eeemecetitcmcammcemmesmacmcev——- 6, 974 5,037 72.2
Xdaho. oo ecmeecmcccaeees 8, 040 8, 731 144, 6
JINOIS . e e meieemeemesmeseamme——————- 222, 672 103, 674 46. 6
I an0 . e ccemeemmmcmc———————— 86, 421 41,784 48.9
) (), WS 27,985 18, 633 66. 2
R AL - o o o e o e e e e e e e e e cm————mm— e m e emm————— 22, 268 16, 220 72.8
)2 oY A 1] S SO 28, 381 22, 488 79.2
L OIS BN e e eemmm———emmmm————— 31,493 25, 720 81.7
MBI - e e e e e e e mmmemmamm————————— 15, 050 11, 963 70.8
Maryland. i caaae e cmmeceecmcecmmm—acemmm——aae 45, 549 30,119 66. 1
Massachusetts. oo e eaeececccecememm——————————a—e= 117, 234 81, 955 69.9
MiChI RN . o e e e et e eemm——————————————— 168,018 95,123 56.6
MINNeSOtA - - - e e e e meemmeam——mme——————— 40, 352 34, 341 85.1
B\ BRI R 10) o) VPSPPI 11,450 18, 235 159.3
IS DU o e e e e e e o e e e e e mmm— e mmm————— 66, 409 39, 150 69.0
MANEANA o e eecmem——————————————— 6, 481 8, 632 133.2
Nebraska . oo eemmcmceaccm—mccme——cm——a—e 13, 046 11, 350 87.0
NeVAAS e e e mmmemmmmmmm———————————n- 3,147 5, 584 177.4
New Hampshire. . oo icccdacccmccceea 9, 663 9, 510 08. 4
NeW JerSeY e ccmmm————em———————————————— 124, 285 77, 933 62.7
New MeXiC). oo e cccccacccecacesc——e—————mmme e 5,431 7, 900 145.5
NeW YOrK . oo o cecmcemcm;cmca——m;ce—ecmcccem———— e 395, 736 261, 514 06.1
North Coarolina . .o ccmecccmmcceccccc—cmeeen- 44, 160 34, 892 79.0
North Dakota. o e cccceecccccmaccm = 3, 167 8, 153 194.3
[0 1} (o YU 197, 463 93, 554 47.4
OK)ahoOmMA - o e oo ecmmmm————————————————— 23, 450 21,118 90.1
18] 0 :1-01) ¢ YRR SRR 28, 461 24, 370 85.6
PonnsvIvania. oo e ————— 255, 271 156, 597 61.3
Rhode ISland. . . oo eeecceeccccmememmcmmeac—ccme=- 20, 829 17, 368 83.4
South Caroling . oo ecccoccmceemcem——an—————nm——-= 20, 666 19, 702 05.3
South Dakota . ot eammm—camma————————— 3.712 5, 502 148.2
P OSSO - e m e mmm—cm—mem———m—mmm= 37,353 30, 425 81.5
XS - o o o e e —mmmmmmm—m—mmmmcm— e emmcaa— = 93, 662 68, 069 72.7
05 7 Y ¢ WUt 9, 148 11, 402 124.6
VermONt o o o e oo e e e eeeemcecscmmmemmcea—cemamare- 5,218 6, 281 119.7
Virginia _..._. 38, 708 23, 296 60. 2
Washineton ... 45, 671 37, 631 82.2
West Virginia... 35,126 18,979 54.0
Wiseonsin_ _ oo ... 64, 513 31, 211 48.4
Wyoming__. - oeeeeoo 3,613 5, 285 146.3
Puerto Rie) - oo ceccccmcmm—ecceccecmmememanen|o————————— e 1,812 {omee .
Virgin IS1ands.. . oeeee e cmiccmmcccccccmammemmemmemmmmmefemaame oo Z'Y, Y P

Source: U. S. Department of Labor, Burgau of Employment Security, Division of Actuarial and Financisl

Services, Mar. 11, 1954,
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(The following letter and enclosures was subsequently submitted
for the record:)

_ (See p. 62 for amendments submitted by State Employment
Sécurity Administrators:)

U. S. DEPARTMENT OF LABOR,
OFFICE OF THE ASSISTANT SECRETARY,
Washington, March 12, 196}.
The HoNoRABLE EuGeENE D. MILLIKIN, :
Chairman, Committee on Finance,
United States Senate, Washingion 25, D. C.

DEAR SEnaTOR MILLIKIN: Pursuant to my statement to the Committee on
Finance during the hearings on H. R. 5173, March 9, 1954, I have the privilege
to transmit to you the following four documents: (1) a draft of the 6 substantive
amendments of H. R. §173 recommended by the administration and discussed
in my Marel 9, 1954, statement; (2) a brief description of these 6 substantive
amendments; (3) a draft of certain minor and technical amendments of H. R.
5173, also recommended by the administration; and (4) a brief summary and
explanation of these minor and technical amendments.

I wish to express again my appreciation of the courtesy afforded me by the
committee. If there is any further way in which the Department of I.abor can
be of service, do not hesitate to call upon us.

Sincerely yours,
Rocco C. SiciLiano,
Assistant Secretary of Lalor.

DraFr oF 51X SUBSTANTIVE AMENDMENTS oF H. R. 5173, RECOMMENDED IN
DEPARTMENT OF LABOR’S STATEMENT FOR THE ADMINISTRATION BEFORE THE
SENATE CoMMITTEE oN FINANCE, MarcH 9, 1954

Amend the July 9, 1953, Senate print of H. R. 5173, as follows:

1. Change of effective date of earmarking

On page 2, line 7, strike out “ending June 30, 1954 and insert in liev thereof
“beginning July 1, 1955.” A

On page 2, line 11, insert ‘‘preceding’”’ before ‘“‘fiscel.’

On page 2, line 14, strike out “for such year” and insert in lieu thereof ‘‘during
such preceding fiscal year.”

On page 2, line 16, insert ““preceding’’ before ‘“‘fiscal.”

On page 2, line 17, strike out “for such fiscal year’’ and insert in lieu thereof
“during such preceding fiscal year.”

On page 2, line 20, strike out ‘“‘close’” and insert ‘‘beginning’ in lieu thereof.

On page 2, lines 22 and 23, strike out ‘‘as of the close of such fiscal year.”

On page 2, line 24, strike oat *‘close’’ and insert ‘‘beginning.”

On page 4, line 18, strike out “‘succeeding.”

On page 5, line 1, insert a period after ‘““account’ and strike out “‘at the close of
the fiscal year for which the transfer is made.”

On page 5, line 10, strike out “close” and insert “beginning.”

On page 5, line 13, strike out ‘‘succeeding.”

2. Permil excess taxes distributed to Stale accounts to be used for benefit purposes only

On page 6, lines 24 and 25, strike out the commas, and strike out ‘‘except as
provided in paragraph (2),” : ‘
On page 7, strike out all of lines 3 through 25 and on page 8 strike out all of

lines 1 through 7.
On pages 13 and 14 strike out all of subsection (a) of section 5 of the bill, and

redesignate subsections (b), (¢), (d), (e) and (f) as (a), (b), (c), (d), and (e).

3. Ertend f;om 2 to 4 years the period during which repayment of advance 7s not
require
On page 12, line 21, insert the following after the word ‘‘State’’ and before the
semicolon ‘‘unless, prior to such January 1 and subsequent to the latest calendar
quarter in which an advance was made, the balance in the State fund has failed to
equal or exceed the highest annual benefit payments made in the five years pre-
ceding such taxable year;”.



EMPLOYMENT SECURITY ADMINISTRATIVE FINANCING ACT 35

On page 12, line 22 through page 13, line 4, strike out all of subparagraph (B)
and insert the following in lieu thereof:

“(B) in the case of a taxable year beginning with the third consecutive
January 1 on which such a balance of unreturned advances existed, by 5 per
centum (or, in the event of a previous credit reduction under paragraph (A)
by an additional 5 per centum) of the tax imposed by section 1600 with respect
to the wages attributable to such State paid by such taxpayer during such
taxable year unless, prior to such January 1 and subsequent to the latest
calendar quarter in which an advance was made, the balance in the State
fund has failed to equal or exceed the highest annual benefit payments rnade
in the five years preceding such taxable year; and

“(C) in the case of a taxable year beginning with the .ourth consecutive
January 1, or ary succeeding corsecutive January 1, on which such a balance
of unreturned advances existed, by 5 per centum (or, in the event of a orevious
credit reduction, by an additioral 5 per centum for cach such taxable year)
of the tax imposed by section 1600 with respect to the wages attributable to
such State paid by such taxpayer during such taxable year.”

4. Eliminate maintenance by Stale of 2.7 percent average tax rate for eligibility for
advance

On pages 8 ard 9, strike out all of paragraph (3) of subsection (a) of section 1201,
except the word ““and” after the semicolon.

On page 9, line 4, renumber paragraph (4) as paragraph (3).

On page 9, line 5, strike ovt the commas after ‘‘(1)”’ and ‘“(2)”’, insert the word
“and” betweer ‘‘(1)’’ and *‘(2)”, and strike out ‘“and 3"’.

5. Provide for recoupment of ezcess admanisirative costs

; ﬁ&dd a new subsection to section 901 as set forth in section 2 of the bill to read as
ollows:

““(¢) No moneys shall be appropriated under subsection (a) of this section if in
any fiscal year or years prior thereto the employmer t security administrative
expenditures have exceeded the tax received under the Federal Unemplovment
Tax Act, until an amrount equal to the total of such excess has beer deducted from
the moneys which would otherwise be appropriated, such amount to remain in the
general fund of the Treasury.”

6. Eliminate authorily to appropriate excess tax funds for year prior to passage of bill
On page 15 strike ovt all of paragraphs (1) and (2) of subsection (f) of section
5 of the hill, redesignate subsectior (f) as subsection (e) [in accordance with amend-
ment No. 2 above] and insert the following:
‘“(e) Subsection (h) of section 904 ot the Social Security 2.ct is hereby amerded
by repealing everything except the first sentence.”

ExXpLANATION OF Six SUBSTANTIVE AMENDMENTS OF H. R. 5173 RECOMMENDED
IN DEPARTMENT OF LABOR’S STATEMENT FOR THE ADMINISTRATION BEFORE
THE SENATE CoOMMITTEE oN FINANCE, MarcH 9, 1954

Amendment No. 1. Change of effective date of earmarking

This amendment postpones for one fiscal year the annual earmarking of those
taxes collected under the Federal Unemployment Tax Act which are in excess
of the annual Congressional ap%ropriabions for expenses of administering the
employment security program. he first excess taxes which can be appropriated
under the present bill are those for fiscal year 1954; under the proposed amendment
they would be those for fiscal yvear 1955. The first actual transfer of these excess
taxes to the Federal unemployment account would take place under the bill at
the close of fiscal year 1954; under the amendmeat on July 1, 1955.

Amendment No. 2. Excess tazes nol to be used for administrative expenses

This amendmen? eliminates the provisions of subsection (b) (2) of section 903
which authorizes the States to use for administrative expenses of the employment
security program, any surplus anemployvment taxes in excess of the $200 million
fund for advances. The States would thus be permitted, under this amendment,
to use such surplus taxes only for benefit purposes.

Amendment No. 3. Extend period ¢f compulsory repayment of advances

This amendment would change section 4 of the bill to give a State 4 instead of 2
years in which to begin repaying any advance which may be made to it, unless
prior thereto it has rebuilt its reserves to a point which exceeds the highest annual
benefit payments in the preceding 5 years.
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Amendment No. 4. Eliminate 2.7 percent tax rate requirement
This amendment would elithinate the bill’s requirement that a State maintain

an average 2.7 percert tax rate during the quarter in which application is made
for an advance in order to be eligible for the advance.

Amendment No. 5. Recoupment of excess administrative costs

The Federal Government would be permitted to recoup to the general funds
of tae Treasury any sums paid out for admiristrative expenses of the employment
security programs which are in excess of taxes coilected under the Federal Unem-
ploymert 1ax Act. This would be effectuated by prohibiting any -appropriation
of excess tax receipts until all excess admiristrative costs have been deducted
from the surplus taxes.

Amendment No. 8. Eliminate appropriation of 1.ast excess taxes

T his amer dment would eliminate the provisions of section 5 (f) of the hill and
of section 994 (h) of the Social Security Act which authorize the appropriation of
amounts equal to excess taxes collected under the Federal Unemployment Tax
Act for years prior to passage of the bill.

DRAFT OF MINOR AND TECHENICAL AMENDMENTS OF H. R. 5173 REFERRED TO IN
DEPARTMENT OF LABOR’S STATEMENT FOR THE ADMINISTRATION BEFORE THE
SENATE CoOMMITTEE ON FINanNce, Marcu 9, 1954

Amend the July 9, 1953 Senate print of H. R. 5173, as follows:

Amendment No. 1

Strike out the term ‘‘unemployment compensation’’ in the title of the bill and
insert ‘“employment security’’ in lieu thereof.

Amendment No. 2
Qn page 1, line 4, strike out ““1953”’ and insert * 1954” in lieu thereof.

Amendment No. 3

On page 2, line 13, and page 3, lines 2 and 6, strike out the term ‘“‘uynemployment’’
and insert the term “employment security’’ in lieu thereof.

Amendment No. 4

On page 3, lines 9 and 10, make subparagraph ‘““(A)”’ part of paragraph (1)
by striking out the dash on line 9, striking out the quotation marks and the
designation “ (A)” on line 10, and redesignating “ @)”, “(1i)”", and * (ii)”’ as “ (A)",
“(B)” and ‘“ (C)"’, respectively.

On page 3, line 20, redesignate ‘“ (B)’’ as “(2)”” and insert the following language
immediatelv after the “(2)”:

¢(2) the amount estimated by the Secretary of Labor as equal to the necessary
expenses incurred during the fiscal year for”.

On page 4, line 5, redesignate paragraph “(2)"’ as paragraph “(3)”.

Amendment No. &

On page 3, line 19, and page 4, line 2, insert the words ‘““as amended”, after
“‘the Servicemen’s Readjustment Act of 1944”.

Amendment No. 6: On page 4, strike out all of lines 11 through 13.

Amendment No. 7
On page 5, line 17, insert the followin% language immediately after the word
“Tabor” —“and certified by him to the Secretary of the Treasury on or before

that date’’.
On page 5, line 17, insert the following immediately after the word “States’ :—

“t5 the Secretary of Labor by June 1”. ) o
On page 5, lines 22 and 24, strike out “June 1” and insert “May 1” in lieu

thereof.
Amendment No. 8

On page 8, line 13, strike out the word ““‘gecount”’ and insert ‘‘unemployment
fund’’ in lieu thereof.

Amendment No. 9 |
On page 8, lines 14 and 15, strike out ‘“September 30, 1953” and insert ‘‘June
30, 1954’ in lieu thereof.
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Amendment No. 10
On page 9, line 7, strike out the commas and the words “from time to time’’.

Amendment No. 11

On page 11 add a new section at the end of section 3 of the bill, to be designa.tec!
section 1203, to read as follows: “When used in this title, the term ‘Governor
shall include the Commissioners of the District of Columbia’.

Amepdment No. 12

On page 10, line 15, strike out ‘“‘section 1201 (a)’’ and insert ‘‘section 1201” in
lieu thereof.

Amendment No. 13

On page 10, lines 18 and 19, insert the word ‘‘promptly”’ between the words
‘shall transfer”’, insert a perioci after the word ‘“amount”, and strike out ‘‘as of
the close of the calendar mcnth in which the Governor makes such request”

Amendment No. 14

Insert the term ‘‘Unemployment Trust Fund for credit to the” on page 10,
line 20, and page 11, line 15, before the word ‘‘Federal’”’, and on page 11, line 10,
before the word “account’’.

Amendment No. 16

On page 11, lines 5 and 9, strike out “subsection (a)’’ and insert ‘‘section 1201”
in lieu thereof.

Amendment No. 16

On page 11, lines 8 and 9, insert the words ‘‘received and covered into the
Treasury’’ before the word ‘‘exceeds’.

Amendment No. 17

In page 11, lines 14 and 15, strike out the words ‘‘from time to {ime from the
general fund in”’ and insert in lieu thereof the words ‘at the close of the month
in which the moneys were covered into”.

On page 11, line 16, strike out {the period at the end of the senlence and insert
“as of the firsl day of the succeeding month”’.

Amendment No. 18
On page 11, line 18, strike out the words ‘‘from time to time”’.

SUMMARY AND EXPLANATION OF MINOR AND TECHNICAL AMENDMENTS OF H. R.
5173 REFERRED TO IN DEPARTMENT OF LABOR’S STATEMENT TO SENATE CoM-
MITTEE ON FINANCE, MaRrcH 9, 1954

Amendment No. 1

Change ‘“unemployment compensation’ to ‘‘employment security’’ adminis-
trative expenses in the title of the bill.

This change is necessary because the administrative expenses charged against
the Federal unemployment tax include not only the expenses of the unemployment
compensation system, but also those for operating the public employment offices.

Amendment No. 2

Cha 1ge the date 1953 in the short title of the bill to 1954.
This change is necessary only because the bill was not enacted in 1953.

Amendment No. 3

Change the term ‘‘unemployment administrative expenditures’” wherever it
appears to ‘“‘employment security administrative expenditures’’.
'[he need for this is explained under Amendment No. 1.

Amendment No. 4

Amend the definition of ‘“‘employment security administrative expenditures’
to cover estimated costs of Department of Labor rather than amounts expended
by Department.

This merely conforms this statutory language to that used in paragraph (3)
of subsection (b), dealing with Treasury Department costs, ang is the only
practical method for arriving at those cost figures for which it is difficult to deter-
mine the exact proportion of Departmental costs allocable to a particular function.
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Amendment No. 6

Include the amendments to the Servicemen’s Readjustment Act of 1944 in the
definition of employment security administrative expenditures.

This amendment is necessary to cover expenses of the employment service
functions the Department of Labor and the State employment services perform
for Korean veterans, which are provided by the amendment to the Servicemen’s

Readjustment Act of 1944 which was made by the Veterans’ Readjustment
Assistance Act of 1952.

Amendment No. 6

Eliminate the provision of section 901 which requires Federal grants to be
considered as expended after July 1 even though made before then if they are for
State operations after July 1.

Elimination of this provision merely permits the Treasury Department to con-
tinue its present bookkeeping practices, which is to charge advances as expendi-
tures to the month in which they are made rather than to the later month in which
they are spent by the State. .

The change would affect the calculation of the excess only for the first fiscal year.
In that year the excess would be somewhat increased.

Amendment No. 7

Amend section 903 to provide specific and appropriate dates on or before which
the various reports and the certification required thereby must be made.

Insertion of the dates suggested in the draft amendment are necessary to enable
the Secretary of Labor and the Secretary of the Treasury to perform promptly,
in the interest of simplified accounting, the requirement imposed upon them by
section 903 to credit certain excess taxes to each State account by July 1 of each
year in which there are such excess funds.

Amendment No. 8

Change the term “‘account’ in section 1201 (a) to ‘“‘unemployment fund’ so as
to include in the calculation of the State balance any unemployment taxes col-
lected by the State but not vet deposited in the unemployment trust fund.

Amendment No. 9

Change the first date after which a governor may apply for an advance from
September 30, 1953, to June 30, 1954. With the delay in the enactment of the
bill, this would be the first practicable date any State could aplpy for an advance.

Amendment No. 10

Eliminate the words ‘from time to time’’ in the provision of section 1201 re-
quiring the Secretary of Labor to certify to the Secretary of the Treasury a State’s
application for an advance.

These words are unnecessary.

Amendment No. 11

Define the word ‘“Governor’”’ to include the Commissioners of the District of
Columbia.

The term “Governor’’ is not used in the present provisions of section 1201, which
this bill would ameni, and so has not been defined.

Amendment No. 12

In section 1202 eliminate the reference to subsection (a) after section 1201 as
unnecessary and confusing. '

Amendment No. 13

Require the Secretary of the Treasury in section 1202 (a) to transfer promptly
any sums the State may wish to repay to the Federal unemployment account.
And eliminate the words ‘‘as of the close of the calendar month in which the
governor makes such request’”. The governor’s request might be received too
Iate in the month to make transfer at the close thereof possible.

Amendment No. 14

Amend section 1201 (b) (1), (2), and (3), to make it clear that all funds are
deposited in the unemployment trust fund to the credit of the various accounts,
State and Federal, rather than directly in each account. This conforms to the
actual practice.
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Amendment No. 16

Change the reference to subsection (a) in section 1202 (b) (1) and (2) as the
section under which advances are made, to section 1201, the correct section.
Amendment No. 16

Make it clear in section 1202 (b) (2) that the tax is received and covered into
the [reasury. A technical amendment to conform with Treasury practice.
Amendment No. 17

Specify the dates in section 1202 (b) (3) as of which the transfer and credit of
appropriated funds provided for therein shall be made.

The present provision merely requires the transfer to be made from time to time.
Amendment No. 18

Eliminate the words ‘‘from time o time’’ in section 1202 (¢) which authorizes
appropriations for repayable advances to the Federal unemployment account.
These words are unnecessary.

The CrairMaN. The next witness is Mr. Bernard Teets, who, I
am proud to say, is from Colorado, and is director of the Employment
Security Commission, Denver, Colo.

Make yourself comfortable, Mr. Teets, and identify yourself for
the record.

STATEMENT OF BERNARD TEETS, DIRECTOR, EMPLOYMENT
SECURITY COMMISSION, DENVER, COLO.

Mr. Teers. Thank you, Senator.

Senator Millikin, and members of the committee, my name is
Bernard Teets. I am executive director, Department of Employment
Security, State of Colorado. I am also a member of the legislative
f{)mmittee of the Interstate Conference of Employment Security

gencies.

The CrarrmaN. What is that legislative committee?

Mr. TeErs. The Interstate Conference, Senator

The CraIRMAN. Would that be a lobbying organization by any
stretch of the imagination?

Mr. Teers. By no stretch of the imagination. It is a working
i:)o;nm‘ittee representing the States in those matters of interest coming

efore it.

The CrAIRMAN. You wouldn’t dream of telling Congress the con-
clusions you reached, would you?

. Mr. Teers. Only upon requests of the Senators representing the
tates.

The CrairMAN. I am requesting that you tell us what you know
about that.

Mr. TeeTs. Thank you, Senator.

The Cuarrman. I don’t want you to get in jail, because you are
a valuable man.

Mr. Teers. Thank you.

I might explain that the Interstate Conference is an organization
representing the top administrators in the employment security field
representing all of the States of the Union and the Territories, and they
have, as a part of that organization, working committees that study
the technical phases of employment security.

Today, it is the pleasure of the States to have three administrators,
including myself, represent the views of the State administrators.
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We have been admonished to be brief and we will do so.  Qur entiro
presentation will not take more than 30 minutes.

Approaching it from this angle, you will appreciate that our presoen-
tation must, of necessity, be the once-over-lightly variety. It is our
hope that by conserving time in this manner that we will afford our-
selves of an opportunity to answer any questions of a specific or special
nature that you or the committee members may have.

The CuAIRMAN. By boing brief, you emphasizo your points in the
committec’s mind rather than diffusing your points with an endless
amount of words.

Mr. Tegrs. Thank you, Senator.

The CHAIRMAN. You serve your cause.

Mr. Tegers. Thank you, sir.

There is one request, if it isn’t oul of order, I should like to make
on behalf of the State administrators.

I understand that the Assistant Secrotary is going to introduce lo
the committee some so-called tochnical amendments.

The CHAIRMAN. Yos.

Mr. TrETs. Obviously, we haven’t had an opportunity to look at
those amendments.

The CrairMaNn. Is Mr. Siciliano here?

(No response.) ,

Mr. Murray, can’'t we got' these tochnical amendments for the
representatives of the States real quick?

Mr. Mugrgray. I will be glad to get them for you.

(See amendments subsequently submitted at p. 34.)

The CuarrMan. Will you get in touch with the gentleman and see
that vou get them right away? Then if you have anything that
should be brought to the attention of the committec, bring it, and put
it in writing, if that will serve. If it should take an oxtraordinary
sossion of the committee, I think we could arrange it, but I hope it
will not be necessary.

Mr. TEers. If one considers for a moment the wide diversity of
political setups and economic differences in the several States, I
think it immediately becomes apparent that it is rather unusual that
all of the State administrators, except one, have indicated that they
are in support of the provisions of the bill you are now counsidering,
or at least have made no protest.

The CHAIRMAN. As is?

Mr. TeeTs. As is, and we would like to——

The CrAIRMAN. Which is the one?

Mr. Teers. The administrator from Rhode Island.

The provisions of the bill, in our judgment, fall into three major
simplified categories: (1) An earmarking of the ¥, funds so that
the funds may be used only for purposes of the employment-security

rogram; (2) the creation of a loan or advance fund from which
gtat%. if their trust funds become nearly depleted, may borrow; and
(3) a redistribution of a part of the excess back, under certain con-
ditions, to the States, in order to give the States a little freedom from
purse-string control. ‘ _

Now, on point No. 1, with regard to the earmarking of funds, I
think T know of no interested group who opposes the earmarking of
the money so that the moneys taxed for this purpose may be spent for
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the same purpose for which they were taxed. The only difference
arises in how those moneys should then be spent.

No. 2, the creation——

The Cuairman. Is there any desire to impound funds or earmark
funds retroactively?

Mr. Teers. No, sir.

The CuairMAN. In other words, you are agreed with the suggestions
that it start now or a year from now or sometime in the future?

Mr. Teers. That is correct.

The CuairmMan. All right.

Mr. Tuers. No. 2—the creation of this loan fund—1I think it well
to point out that it is not a ncw thought so far as Congress is
concerned

The CuairMAN. By the way, what is the status of Colorado at the
present time? What are your reserves in Colorado?

Mr. Trers. Colorado has a reserve of something in excess of $70
million. I think it is in the strongest position in the country, Senator.

The CuaiaMaN. Thank you.

(Discussion off the record.)

Mr. Terrs. Congress has recognized the need, and 1 think all in-
terested groups believe in the principle that there should be some fund
established available for States, should they find themselves in the
position of depleted trust funds. This need is recognized in the prin-
ciples in this bill, as we analyze them. In addition the provisions of
the bill go on to define how the funds should be created specifically
out of new moneys; then how a State goes about getting funds out
of it, and then how repayment should be made.

And I think it well to touch upon those points. In the first place,
the $200 million fund would be established out of moneys not other-
wise appropriated by Congress out of the three-tenths, until these
moneys reach a $200 million figure. ' :

Once those moneys have been established, then any given State
finds itself

The CuairmMaN. Those moneys will be set aside until you get the
$200 million, would they not?

Mr. Teers. Yes, set aside until the fund reaches $200 million.
Once the fund has been so established, any State may get those funds,
if the governor of a State certifies to the Secretary of Labor to the effect
that the condition of the State fund has been so depleted, as to war-
rant, under the provisions of the bill, I won’t go into the technical
phases of that, but merely to say that the governor certifies in effect
that the funds are in that condition, that the rate in his State at that
time 1s 2.7, or more, and that he needs funds not to exceed the total
amount that have been paid in the highest quarter of the last four
completed calendar quarters. That is the maximum amount he can
draw for any one quarter, but there is no limitation as to the total
amount that he can draw.

Senator BENNETT. Mr. Chairman, may I ask the witness a ques-
tion? Isit possible, legally, to collect more than 2.7?

Mr. TeeTs. Yes, sir.

The CuairMAN. Does the State establish that?

Mr. TeeTs. The State establishes that, ves, sir.

The CrAIRMAN. And it goes down?




42 EMPLOYMENT SECURITY ADMINISTRATIVE FINANCING ACT

Mr. TeETs. Yes, sir.

The CrAIRMAN. Established by the State?

Mr. TeETrs. Yes, sir. .

Senator BENNETT. I was not aware that the State had the power
to raise the total, the top limit.

Mr. TeeTs. In our own State, for example, Senator, initially our
rates ranged from 2.7 to 3.6. We have since abolished the 3.6 rate,
but it was in our law and some of the other States had similar
provisions.

The CratrMaN. It helps you accumulate part of your surplus,
doesn’t it?

Mr. TeeTs. Yes, sir.

Senator BENNETT. Moving back out of the States—excuse me,
you may go ahead.

Mr. Teers. Certainly. Providing these conditions prevail, the
State may then receive the moneys.

Now, with regard to repayment of the moneys, the bill provides
that a State may voluntarily repay, as conditions warrant, and also
provides—we refer to it quickly as a 2-year period when the State
must have begun to make repayments of this amount. Or, the amount
of tax credit is decreased in the amount of 5 percent. That starts
automatically, as has been expressed here on the second consecutive
January——

The CrairmMAN. Make that a little clearer, please.

Mr. TEers. Let us assume that State X has borrowed money
from the fund. It has made no repayment into the fund for this
23-month period, or roughly 2-year period. Then, at that time, as
it gets its tax offset credit from the Federal Government—let me refer
to that, now, to clarify the tax offset: The Federal tax is a full 3-per-
cent tax on employers of 8 or more workers. The Federal Govern-
ment says, in effect, ‘“If the State has an approved law which meets
certaln minimum requirements, then the State may subtract up to
2.7 of the amount it owes the Federal Government.

The CHAIRMAN. Yes.

Mr. Teers. Now, in that cese, it is saying to the employers of the
State, “You have got to get your house in order. If you don’t, you
can’t subtract the 2.7, %’ou subtract the 2.7, less 5 percent, the
first year. Now, if you don’t do anything, if you don’t get the money
started paying back, then the next year 1t is 5 percent more.”

Now, that 1s necessary for the protection of all the other States.
Let’s keep in mind, if you will, please, gentlemen, that if the State
gets into this kind of a position, it doesn’t happen overnight.

The State doesn’t get into this position overnight. It comes about
slowly and gradually. The States, today, that are in a position of
being fearful of having their funds depleted, have had ample oppor-
tunity under very good business conditions to remedy that situation.

Now, it has been testified here that States can’t or don’t get into-
these positions through administration decisions. I want to differ
with that. I want to say that a State can very well get into a difficult
position merely by reason of administrative decisions. Furthermore,
a failure to recognize seasonality by industries and the use of unem-
ployment compensation funds to extend and expand wages, of seasonal
employees, and others will unseasonably deplete trust funds.
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I think the best example of that is illustrated by a comparison of
the trust fund and the economy of the State of Colorado, with that
of, for example, Rhode Island. I am sure my friend Senator Millikin
would agree that Colorado’s economy is one of the best in the Nation,
but it isn’t proportionately that much better than the economy of the
State of Rhode Island. There has to be some other factors coming
to bear In order to result in the difference in the conditions of the.
trust funds of the two States.

One of the Senators inquired as to whether or not benefit amounts
bad any bearing in this matter. Well, I won’t try to answer the
question directly, but I would like to give you a few facts.

In Alaska, they see fit to pay a maximum benefit, including de-
pendents allowances, of $75 a week.

In Rhode Island, they took an amount of some $25 million or better
in order to set up another fund. I understand these moneys have been
paid back, but at least the interest was lost on it. There are many
factors to be taken into consideration in determining how a State
would get into such a position. We do know that at least one State
with depleted funds has had such depleted funds for quite some time,
and all States have had, we feel, ample opportunity to correct such
situations.

And I might say for the benefit of the committee that even last year
the size of the Rhode Island fund increased some $5 million.

Now, testimony was made here by the Assistant Secretary, that this
2.7——

The Cuairman. How did it increase $5 million?

Mr. TeeTrs. Their collections and their payments, the total differ-
ence amounted to an increase of $5 million.

The Crairman. Is that because of more employment or did they
change the rates or anything of that kind?

Mr. Teers. Well, there, again, Senator, I am not really—and I
think in all fairness—I am not really in a position to be too specific.
It could have come about by betler employment conditions. It
could have come about by a tightening up of administration by
recognizing that something had to be done about it. Certainly, their
rate is 2.7, but maybe if our fund in Colorado was in the same condi-
tion, I would recommend to our legislature that we raise it during
these good periods of time when profits are relatively high.

Some action should be taken.

But the comment was made that the 2.7 requirement is too tough.
I want to call the attention of the committee to the fact that the States,
in making their original proposal, did not have that condition in the
proposal. The 2.7 requirement was insisted upon by opponents of’
the bill, at a previous time.

What are the merits, aside from who put it in or who left it out—
what are the merits of the 2.7 provision? It is true that if the 2.7
provision is applied at that particular time, to wit, at the end of the
2-year period, a State could be in a very bad economic position,
and not able to easily assume the 2.7. Or, you might find, if you
delayed it to 4 years, that that was the worst time to take action.
The point is—and we think it is really significant and controlling in
the matter—in either case, the legislature of the State has had ample-
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time to do something about it, and I think most reasonable men would
agree that a 2.7 figure, if you are in a position of having had to borrow
moneys, 1s not too stringent a requirement.

But, as I said before, we think such a requirement or rate would
probably come about anyway and we don’t resist the point. We merely
want to call the attention of the committee to the fact that it wasn’t
our idea in the first place. Somebody else asked for it. The 2.7
provision is in the bill and now they are asking to get it out.

Senator CArLsoN. Mr. Chairman, right on that point, do I under-
stand, Mr. Teets, you are in accord with Mr. Siciliano on that provi-
sion that we eliminate from H. R. 5173 that section which makes it
mandatory?

Mr. TeETS. The elimination of it, we don’t care. We think that
is a matter the committee may well decide either way. Reasonable
men can differ on that point.

With regard to the extension of time, on this 4-year period, we
differ. We definitely don’t like 4 years; somebody else might think
6 years better; somebody else might think 10. Certainly, there are
people who will appear before you who think it ought never to be
returned, that it ought to be on a grant basis.

So far as I know, when a man is in the position of having to repay
a loan, there is no easy time to do it. But I think, also, that the
sooper you get at it, the better.

We think, therefore, that the 2-year period is the correct period,
since that gives the State legislature ample time within which to
take the action which is needed to be taken.

The CrairmaN. Is there any legislature that does not meet at
least every 2 years?

Mr. Teers. I don’t know.

The CrAIRMAN. Does anybody know of any legislature that does
not meet at least once in 2 years? There seems to be no evidence.

Senator BenNeETT. Mr. Chairman, as I understand the earlier
testimony, it is possible under the provisions that are now written
into the draft of the bill, that this repayment period could come as
soon as 13 months.

Mr. Teers. That is possible, but it would have to be after the
second January. That is the way it reads. So that the legislature
would have been in session during this second January.

Senator BENNETT. Not necessarily. I just want to clear this up,
because I think we must not overlook the possibility.

The legislature in my State meets in the odd-numbered years. They
were meeting in 1953. Now, under this provision, there might have
been a crisis in December 1951. There might have been a borrowing
in 1951, and the legislature had met in January 1951, and the repagr—
ment would have to begin in January 1953, and the legislature would
not meet until January of 1953 and probably wouldn’t get around to
this kind of a problem until March or April of 1953.

So, is there any chance that this is cut down too fine, even from your
point of view? .

Mr. Teers. Well, if you reason it in that vein, Senator, that is
possible. It doesn’t seem to me practical that if the employers of my
State are faced with a double taxation there, or increase in taxation,
that our legislature could be unmindful of that and let that kind of a
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problem dangle on while other matters were being handled. I agree
with you that it could, but I don’t think that it would.

In any event, the position of the States would be that the soonest
practical date after the legislature has had an opportunity to treat
with the problem would be the correct length of time. .

Now, if there are those instances where a State legislature would not
have an opportunity to deal with it, certainly they should have that
opportunity and we would subscribe to that theory.

Senator BENNETT. Well, I don’t know the reasoning behind the
4-year suggestion made by the Department, but conceivably, within
23 months there wouldn’t be much question but what a State legis-
lature would meet in every State. But when this thing is twisted
down so that it becomes only—that there is a potential decision after
13 months or 14 months—you might not be able to get legislative
action by the second January.

The CrAIRMAN. Mr. Murray, what is the vicw on the 4 years?

Mr. Murray. There is another consideration, sir. And that is
that the State might still be in a bad condition on this second Janu-
ary, and the suggestion of 2 more years would give them more time
to get in good condition, so that this increased Federal tax would not
come into effect until the State was in good condition.

Mr. Teers. We might agree with that if we had any assurance
that the economic condition of the State at the end of 4 years would
be any better than it was at the end of 2 years. We think any exten-
sion of time beyond that provided in the bill is putting off the evil
dafr when they have to get their house in order to take care of their
obligations.

Senator BENNETT. Of course, they have had the opportunity to
start repayment at any time, and if they have a sense of responsibility,
you would expect the legislature to begin to move more or less at its
first opportunity, to set up a program of repayment.

The CaAIRMAN. Mr. Murray

Mr. Murray. May I make this point: In our proposal, this addi-
tional period would only be permitted to a State if it had not built
up its reserves equal to its highest expenditures in any 1 of the last
5 years. In other words, if 1t builds its reserves so that they are
equal to its highest annual cost within the last 5 years, then the
automatic provision would start the second January or the third
January. And it would be the fourth January if it had been unable
to rebuild its reserves during that period.

The CrairMAN. Do you have any comment on that?

Mr. Teers. No; I think that speaks for itself, Senator. He is just
saying through other means or other action taken by the State, if
they build it back up and don’t need it, then it wouldn’t go into
effect. I quite agree with that, but I am only saying that this long
period is not, in the opinion of the State administrators, a good or a
necessary amendment to the bill, as you have it before you.

The CHATRMAN. What period are you recorr rrending?

Mr. Teers. The period contained in the bill, which is the second
consecutive January, which does or is subject to the difficulty, as the
Senator has expressed. And it is a matter, therefore, of actually
running through the period to find out whether or not that should be

extended somewhat in order to give the legislature an opportunity to
get at 1t.
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" Senator BENNETT. ‘That is a comparatively minor part of the bill.
It is a matter which you think there is a difference of opinion worth
noting, but it is not so important as the actual setting up of the fund
or the actual creation of a system by which loans can be made?

Mr. Teers. That is very true.

Now, as to the third point, the redistribution of moneys back to the
States to permit of some flexibility from purse-string control, that
assignment has been given to my fellow administrator, Mr. Newell
Brown, from New Hampshire.

The CrairMAN. He will be the next witness.

Mr. TeeTs. I will conclude my testimony at that point.

The CaalRMAN. Any further questions? Thank you very much.

Mr. Brown, make yourself comfortable and identify yourself for the
reporter,

STATEMENT OF NEWELL BROWN, INTERSTATE CONFERENCE OF
EMPLOYMENT SECURITY AGENCIES, CONCORD, N. H.

Mr. Brow~x. My name is Newell Brown, director, Division of
Employment Security, New Hampshire.

I am also chairman of the Interstate Conference Legislative
Committee.

I am taking the particular bone of contention in this thing, the matter
of the use of this redistributed money on which Mr. Siciliano dwelt
at some length.

Perhaps, first, I will touch on what the law does. When this fund
reaches $200 million, in succeeding years, as and when there is an
excess, the excess money, the additional money not needed to keep
the fund at that point, will be redistributed to the States on a basis
which we consider as equitable. That is the relationship between a
State’s covered payroll to the total national covered payroll. It
seems to be as good a method as we can think of at the moment.

Now, the law requires that that money go into the State’s benefit
trust fund. That is where it goes. It doesn’t lie around on the table
somewhere, waiting for disposition. It goes into the benefit fund.
And there it stays, unless and until the State legislature, by affirma-
tive, positive action, reaches into that kitty and takes some out for
administrative purposes.

The CrairmaN. This is according to the bill?

Mr. BrowN. This is according to the bill; that is correct, sir.

The further condition is that the State legislature cannot reach in
and take out more—this is some years hence—take out more than
has been accumulated in the last 5 years. In other words, 10 years
from now, if you haven’t touched it at that point, you can’t take the
whole 10-year loan to go and build an office building.

So I want to stress the point that it isn’t & question of the money being
used for administration and any left over for benefits. The fact is
that the money will be for use in benefit payments and will be touched
only where there is affirmative action to use it for administration.

Senator CarLsoN. Mr. Brown, I wonder if you would tell us how
you m.ght anticipate using that fund. For instance, we have a setup
in our own State that is operating very successfully, based upon funds
we received through congressional action. Now, can you tell me of
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some instances where we might want to take some money out of that
fund for administrative purposes?

Mr. BRowN. Yes, sir. I could tell you in New Hampshire how I
would use it if it was available today, which perhaps would be a similar
situation.

New Hampshire has a very extensive business development pro-
gram, the basis of which, or one of the bases of which, is thorough labor
market analysis, research for local ‘communities who are trying to
attract industry, and so on. I can, to a degree with my present staff,
in the analytical side of the business, give them some help, but I can’t
begin to give them as much help as I would like to. They like to run
house-to-house labor surveys. I could do that for them. It is defi-
nitely within my province. It is an employment security objective,
because more business, more jobs, more employers, more tax. That
1s one objective.

Secondly, the bureau has, over the years, given me enough money
only for less than two people on fraud detection. The business of
following up people who may be——

he CuarrMAN. Mr. Brown, I am not quarreling with what you
would like to do with the money if you had it. Isn’t that rather a
chamber of commerce activity that you are talking about?

Mr. Brown. Well, in New Hampshire it is primarily sponsored by
a State department, the State planning and development commission,
which works with local chambers of commerce, which also works with,
let’s say, the public service commission, on water power questions. It
is a statewide common effort.

The CrarrMaN. From your viewpoint, it is a sort of preventive-
medicine thing, is that right?

Mr. Brown. Exactly, sir.

The CrairMAN. Rather than dealing with unemployment after it
occurs, you are trying to build up a sound economy to minimize unem-
ployment, is that it?

Mr. Brown. Exactly, sir.

I think I need more people for fraud. I have been unable to get the
money. I have been diverting money from other purposes to my
fraud program to build the staff which I think is necessary. With
some additional cash available, I should go to the legislature and ask
for 3 or 4 additional positions, which make it unnecessary for me to
take people out of some other function in order to get the staff I need,
as I do presently.

Senator CarLsoN. On that point, you submit a budget, I assume, of
your operations in the State, to the Secretary of Labor?

Mr. BrownN. Yes. I will cover that process in a moment.

And a third thing: Just recently, the question of bonded Canadians
who come over into our woods to cut timber has come to a head.
Labor is getting organized up there. CIO and AFL have expressed
concern. It is a problem that will take a lot of research. It is also
important to enforce the tighter regulations for which we are respon-
sible and that we are going to put in. It will take policing. Under
the current procedures, I can’t get men to do that kind of a job. I
also spoke of an office building. That is another thing that might
conceivably come out of it, if Federal funds weren’t available to build,
as they sometimes are.
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Now, I thought I would hit on three things, in my ramarks: (1) the
need for this money, which I have covered generally just now; (2) how
this law fills the need ; and (3) the propriety of using this money for the
purpose of administration, which I think is the key point brought up
by the Assistant Secretary.

Now, present budgetary procedure consists of the State sittin
down with its regional office and estimating a budget. The regiona
office represents the Labor Department and it’s the Bureau of Employ-
ment Security. The State and region get together and work out a
budget, that 1s more or less agreeable to both. There are a lot of rules
already set up, workload, etc., and most figures are fairly readily
determined, and the budget is worked out within this fairly rigid frame
of reference. That budget goes to the Bureau, which in turn may take
a piece out of it, may add, may vary it to some degree.

I bring this next point up particularly because Mr. Siciliano said
that the States and departments work together closely throughout
the entire budgetary process. That isn’t quite so. Once the budget
leaves the region of New England I have no further control over it.
The Bureau of Employment Security goes to the Budget Bureau,
where, in turn, there is more pulling and hauling and eventually the
budget comes to the Congress. At that juncture, I can come around
again and see my Congressman and howl about something I don’t
like, if I feel I should. Then, once the appropriation is made, it goes
back to the Labor Department, which allocates the funds to the
States, according to fairly rigid formulas.

Now, the point to be made is that Congress, the Bureau of the
Budget and the Labor Department, are all more or less remote in
time and space from the local problem on the State level —in the nature
of things, not as a matter of criticism, but there you have it. They
are, however, appropriating funds to handle these local State problems.

There is one further factor, and that is that the Labor Department,
by definition, and by charter, is an organization devoted to the welfare
and interests of labor. State administrators, like myself, on the other
hand, have to tread a middle ground, to the extent there is a middle
ground in our States. Thus our Federal partuer in this thing has a
set, of biases which we can’t have on our own State level. The extent
to which that may affect the budgetary allocations is an intangible
that you can’t put your finger on. But nevertheless, it is there, so
you have that problem.

Now, what that means is that with these formulas, with this rather
remote control, we wind up with considerable lack of administrative
flexibility, of elbowroom. And it might be interesting to note that
this is sanctioned in law, in the social-security laws applicable.

Section 303 (a), subsection 8, states that the Secretary will not
certify money for a State unless the State act includes this provision,
among others:

That the expenditure of all moneys received pursuant to the section in question
of this title is spent solely for the purposes and in the amounts found necessary

by the Secretary of Labor for the proper and efficient administration of such
State law.

In other-words, he can insist, although he does not in fact insist, in
a direct way, that if he gives me $6,000 for fraud, I spend it for fraud
and no more for fraud. As a practical matter, that doesn’t happen.
They say, “You have some flexibility within the money we give you.”’
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But that turns out to be the law of diminishing returns, because where
you rob Peter to pay Paul, according to your own best judgment,
next year you find you get enough money to pay Peter what you actu-
ally did with him, and over here on Paul, whose job you expanded, you
onﬁf got what originally you got for Paul. So you get into a law of
fast diminishing returns if, in fact, you do deviate too considerably
from what they lay out as your program.

So the end result is, as I say, that the States are not able to realize,
I think, the full potential of the programs on the local level, primarily

ood service and control of benefit payments. Those are the two main
acets of the thing.

Now, the law

The Cramrman. Will this bill remedy that?

Mr. BrowN. Yes, sir; this bill will remedy that, not 100 percent,
but it goes a long way.

The next point I want to bring up is how the law fills the need.
With this money coming back to the States after a period it means I
can go to my legislature, which is the body closest to the immediate
prob%em, and say to them, “I need more money for, let’s say, Canadian
policing and research work. My budget doesn’t provide for it and
probably won’t provide for it. Can I sell you the idea of giving me
another $10,000.”

The law gives the legislature, then, the right to dip into this money
that comes%mck to give me for that $10,000 if, in the legislature, they
think the request is a bona fide one.

The CaarmMaN. What i1s that Canadian situation to which you
referred several times?

Mr. BrowN. Since the year 1, in northern New Hampshire, Ver-
mont, Maine, and New York—and I don’t know about the Western
States—a great deal of the cutting of pulpwood and lumber has been
by bonded Canadians who come across the border by agreement
berween Canada and the United States on a 6-months’ bond. They
come into this country and work up to 6 months and then they must
return. They can’t change jobs once they are here. They are not
citizens. For the most part they come without their families and live
in the bush the entire time. But the problem here is whether or not
they are displacing Americans, whether or not the rate we are allowing
employers to pay these Canadians has the effect of depressing the
American rate in the area, and so on.

The CrHAIRMAN. Mr. Teets, did you busy yourself with that problem
in Colorado?

Mr. TeeTs. No, sir; not that problem. We have other problems
of like nature, but not that particular problem.

The CrAlRMAN. We just recently had legislation having to do with
the so-called wetback situation. I was wondering whether the
policing of that in anyway came under your jurisdiction.

Mr. TeeTs. No, sir; fortunately it does not.

Mr. BrowN. I am on a border. That is our distinction. Our
problem is comparable but not identical to the wetback situation.
Anyway the legislature has the right to use this money, and having
so used the money, we get the elbowroom, the ﬁexibijity or what
have you, that we do not now have.

The CuairmaN. How large is your legislature?
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Mr. BrRowN. Four hundred in the House and twenty-four in the
Senate, sir.

The Cuairman. It is amazing.

Mr. Brown. It is the third largest English speaking legislature in
the world, exceeded only by the Congress and the House of Parliament.
Every 1,500th person in New Hampshire sits in the legislature—1 out
of every 1,500.

Now, the third thing I wanted to cover, and perhaps-the most
critical end of this thing, has to do with the propriety of using these
funds for administration, and it has been attacked on several bases.

It has been attacked on the basis that one level of Government
shouldn’t be spending money that is raised by another level of
Government.

It has been attacked on the basis that it is using money adminis-
tratively that should be devoted to benefits. Questions are also raised
as to whether or not States are apt to be profligate in the use of this
money, whether or not 1t opens the pocketbook so they can reach in
and do things that are foolish; and whether or not the bill permits
overriding congressional intent to use these moneys. I think that
sums up the points that Mr. Siciliano has raised, and we have heard
them raised before, of course.

Now, as to the question of one branch of Government raising the
money, appropriating the money perhaps in a lump sum, and another
branch of Government spending it—which is the No. 1 problem—I
think it is best to answer it in this way: That the whole employment
security program is unique, as a Government setup: a Federal-State
relationship, partners in effect, operating a program. Now, already
under that unique system, to which I think ordinary rules might not
apply, already, I say, under this system Congress appropriates for
the administration of laws which are made by State legislatures, which
are administrated by State employees and which are interpreted by
State courts. So that in your initial, in your present current program,
you already are violating the principle, if it is a principle.

Now, good, bad, or indifferent, I don’t think there is anybody left
today, with very few exceptions, that doesn’t think the system is a
good one, that it works—it obviously is working. It needs improve-
ment but nevertheless there it is, and labor, management, and the
public all think it is a good deal. So when you get to this question of
whether it is proper for States to be spending money which is raised
by Congress, and which in the case of this bill would come back to
them through a redistributed fund, I think you can simply say that
it is an extension of a system already in existence, that it is an attempt
to use this money as it is already being used, according to the same
principles, but to use it to further improve the program.

It is a question then of degree rather than kind when you get to the
matter of principle. And I might make this point, that in some States
the congressional grant, going to the State, has to go through the
State legislature. The State legislature does not have the right to
increase that grant except by adding some State money to it. But it
actually goes through the physical process of taking the Federal money
and appropriating it for the use of its State employment security
agency. .

gSo {a,msimply making the point that there is no difference between
this proposition, in my opinion, and one which is currently in existence
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and one which everybody seems to feel is satisfactory. And I would
like to make this point

The CaairmMaN. What are the possibilities for local abuse?

Mr. Brown. I will get to that in a second. I won’t be very much
longer on this.

I would say that their position is inconsistent to this extent: If
they agree to put this money into a State’s benefit fund, who de-
termines what money comes out of that benefit fund? The State
legislature and-the State administrator. They are the ones that set
the size and duration of the benefits, and therefore set what drain
there will be on that fund. Once you agree you are going to redis-
tribute any of it back to the States, there is no difference between
putting it in the benefit fund and allowing some of its use for ad-
ministration.

Now, as to the administrative use of this redistributed money, I
think that is easily answered just this way: The money was raised
originally for administration of employment security. If there is a
diversion of the money that needs to be defended, it is a question of
putting it into Federal and State benefit funds. There is no running
against congressional intent in using it for administration in whatever
way. it may be used for administration. And, therefore, I see no
problem there. The money was raised for that purpose. The only
really sound position, I suppose, would be that none of it should be
used for benefits at all; it all should be used for administration.

However, since there is an excess, everybody agrees to use it to
contribute to the program through such reserve funds.

Now, on this question of whether a State is going to go hogwild
when it gets this money—in the first place let me recall the language
of the bill—that the legislature has to take some action. Further-
more, that action is very closely limited. Reading the bill’s pro-
visions very briefly might be in point:

A State may, pursuant to a specific appropriation made by the legislative body
of the State, use money withdrawn from its account in the payment of expenses
incurred by it for the administration of its unemployment compensation law and
public employment offices if and only if—

the purposes and amounts were specified in the law making the appro-
priation,

the appropriation law did not authorize the expenditure of such money
after the close of the two-year period—

In other words, there are close limits.

And, finally, there is this 5-year proviso of which I have spoken.

Then, second and most important, the people who control legislative
decision in this field have a paramount interest in leaving the money
in the benefit fund. In my legislature—and I presume all of them—
the people who take interest in employment security problems are
organized labor and organized management, and they are the people
to whom the legislature listens, because they are the people who have
a first interest in the field.

Now, both of those people have a primary interest in not withdraw-
ing that money for administration. A larger benefit fund, as a result
of these accumulations from Washington, to management can mean
lower taxes, and to labor can mean higher benefits.

There-are occasions when management may go along with the re-
lease of some cf this money for tigilter controls on benefit payments,
or labor might go along for prompter benefit payments or prompter
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appeals. There may be reasons why they would see fit to let you have
some of the money. But generally speaking, in the long run, their
primary interest 1s in keeping it in the benefit fund. Tterefore,
you have your decision-making body, sitting right there in the State
and it is unlikely that the administrator is going to go too wild under
those circumstances.

_Them, as to the question of overriding congressional intent, I

simply wanted to point out that the Congress and the Labor Depart-
ment have the obligation to give us States enough money for the
proper and efficient administration of our State laws. There is
nothing in the law, so far as I know, that says more than that. 1t
simply says, ‘“Enough to accomplish that purpose.”
_ It seems to be stretching things a good deal to say that supplement-
lnilor extending or improving a program by the addition of a few more
dollars is overriding the intent of Congress or destroying the Congress’
obligation to provide at Jeast enough for their initial purpose.

The CrarrMaN. Do you see any practical possibility of legislatures
using funds that might be obtained in this way for an unnecessary
exR/Iansmn of the administration of the fund?

r. BRown. Well, I think it is a possib’lity.

The CuAIRMAN. To put it in blunt terms, it would make a greater
political institution out of the administration of the fund, by loading
the payroll with political people.

Mr. Brown. I would say this, on the politics, that we are all under
the Hatch Act, so if it is done, it is done 1n violation of the law. But
the possibility is certainly there. The probability is remote, I would
say.

The CrarrMAN. You think the probability is remote?

Mr. BrRowN. Right.

The CEATRMAN. You think the interests of the worker and manage-
ment are such that they could not very well afford to be indifferent to
that type of use of money that they raise, and therefore they would
be alert and exert proper pressures on the legislatures?

Mr. Brown. Exactly, sir.

The CaatrMaN. To prevent that kind of use of the money?

Mr. Brown. Right.

Senator BENNETT. May I ask a question, Mr. Chairman?

Mr. CHAIRMAN. Yes.

Senator BENNETT. Going back to your early suggestion that you
might like to have funds to conduct a house-to-house labor survey,
is that contemplated now, within the funds that are provided for you
by the Labor Department? Do they give you money. to conduct
such a survey?

» Mr. BRown. No; we have a very extensive countrywide labor
analysis program, collection of data, analyzing it and so on. But
nothing that goes into that much detail is a general rule. .

Senator BennNETT. Maybe I am not here in the blue, but following
Senator Millikin’s question, suppose the legislature of your State
decides it wants to develop promotion program for the State as a
local, and here is the source of funds. It can be presumably appro-
priated to set up an organization inside of your Department, to con-
duct labor surveys, but it might also be used, at the same time, to
develop chamber of commerce material. So, if the legislature doesn’t
want to appropriate locally raised taxes for that kind of a program,
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here is a source of funds that can be set up for a program not now
recognized by the Department in Washington, but of interest to the
State legislature. Isn’t that a possibility?

Mr. BrowN. The law says—

expenses incurred by it for the administration of its unemployment compensation
law and public employment offices.

In other words, it is pretty restrictive. You may have raised the
question of whether my idea would be acceptable and legal. But I
think it does highlight this point, that there is a restriction as to what
purposes

Senator BENNETT. You gave us that as an example of where you
could use more funds if they were available. It seems to me that
that is an area where it would be very easy to get over the line and be
using these funds for questionable purposes, and the Department of
Labor would have no power over those funds unless it did, as you have
indicated it sometimes does, restrict it in other funds in order to more
or less force you to take these funds and put them back into the pro-
gram, rather than operate a parallel program.

Mr. BrRown. As I say, the law would be there, presumably to catch
up with anybody who went over the bounds too far. But it seems to
me, in regard to the comment I have made, that any proper effort
devoted to increasing jobs, thus decreasing unemployment and so on,
falls well within the employment security general program.

The CrairMAN. You know, just offhand, I haven’t reached a final
conclusion, but the illustration you give me sort of impresses me as
pretty close to the border line. I mean there isn’t anything in the
economic field, if properly handled, that doesn’t tend to decrease un-
employment. And it seems to me you go pretty far afield with that
kind of approach to this kind of a fund.

In other words, the example you gave me was not entirely persuasive
so far as I am concerned.

Mr. BRowN. Perhaps I better not press it any further.

The CrairMaN. Go ahead with your presentation.

Mr. BrowN. I am through with one other comment

The CrairMAN. Folks, we have here, Senator Don Collins, & mem-
ber of the State Legislature of Colorado. I hope you are listening
closely, Senator.

Mr. Brown. I simply want to wind up with summarizing what I
think are the facts: There is a definite need for this money, a need
which can’t be met or isn’t being met under present procedures.
And the procedure that we have outlined here, I think fulfills the re-
quirement of being based upon sound principles to the extent that the
original program is based upon sound principles. And if it is the
opinion of the committee, perhaps, that there should be a more restric-
tive provision as to the use of these funds, that is a question of judg-
ment.

The CrairMAN. I would like to intervene at this point and say I
am not one of those who believes that all the wisdom of the Nation
is here in Washington and that our State legislatures are unable to
take care of our problems and should be denied jurisdiction over their

roper field. I don’t want to give that impression at all, because I
eel very much the other way. _

Mr. Brown. I might say that the 51 State administrators emphat-
ically agree with you.
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The CrairMaN. Thank you very much. It is a wonderful thing
for a man in my job to have 51 people agree with him.

Mr. Brown. 1 have no further comments.

The CrairMaN. Thank you very much.

We will hear from Mr. Marion Williamson, director of the Employ-
ment Security Commission, Atlanta, Ga.

STATEMENT OF MARION WILLIAMSON, DIRECTOR, EMPLOYMENT
SECURITY AGENCY, GEORGIA DEPARTMENT OF LABOR

The CramrMax. Make yourself comfortable and identify yourself
for the reporter.

Mr. WiLLiaMsoN. Thank you, Mr. Chairman, and gentlemen of
the committee. My name is Marion Williamson, director, employ-
ment security agency, Georgia Department of Labor. I am also
appearing representing the Interstate Conference of Employment
Security Agencies.

The State administrators of the employment security program are
vitally interested in sound programs. We have marched up this hill
and down this hill to preserve those systems. Consequently, we have,
i)n tlga Federal Treasury now, nearly $9 billion for the payment of

enefits.

‘Senator BENNETT. The testimony previously was between $600
million and $800 million, or is this a different figure?

Mr. WiLLiamson. This is the total of benefit trust funds, Senator.
It is nearly $9 billion.

The CHAIRMAN. All of the States?

Mr. WiLLiamsoN. Yes, sir.

Senator BENNETT. All security funds

Mr. WiLLiamsoN. That is the funds that the States have collected,
that has been offset by the total 3-percent tax, which the State col-
lected on the 2.7 rate, or lower, according to the individual employer’s
experience. Now, that is different from the three-tenths of 1 percent
collected by the Federal Government for administration cost, Senator.
There has been approximately a billion dollars in excess of the appro-
priated funds, if you exclude the time that the United States Employ-
ment Service ran the Employment Service during the war.

The CHAIRMAN. This is the Unemployment Service that you are
talking about?

Mr. WiLLiamsoN. Almost $9 billion; yes, sir.

Senator BENNETT. Currently on hand?

Mr. WiLLiamsoN. Invested in guaranteed Government. bonds, and
the State trust-fund accounts in the United States Treasury get
i)nte(li'est on it each quarter, according to the daily income on those

onds.

Senator BENNETT. It was hard for me to jump from the testimony
of Mr. Teets, that there was $70 million in Colorado.

Mr. TeeTs. That is correct, sir. ‘

Senator BENNETT. And $9 billion for the whole United States.

Mr. Teers. That is correct, sir.

Mr. WiLLiamsoN, Now, all of this money is supposed to be in the
Treasury over there in the United States. In our account, in the
Georgia account, we have $140 million. I will agree that Georgia
has done & good job on that, too, Senator.
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The CratrMaN. Sure. I tell you, you witnesses from Geofgia,,
whether you have a good case or not now—I am not intimating you
never have a good case—have a way of talking so that you charm a
bird out of a tree. I am unusually susceptible to any witness from
Georgia. Go ahead.

Mr. WiLriamsoN. Thank you, sir. I -don’t think the finger has
been put on the nigger in the woodpile here though, yet. Everybody
is afraid to get under somebody’s skin. But, the whole question in
this bill is that the States haven’t had any elbowroom; they have
been told exactly what you can spend the money for. If you don’t
spend it in the exact amount and for exactly the things that Federal
officials say expend it for, you are in the doghouse.

Now, what we think will help our programs is for the administrators
back in the States that are close to the people, where they are account-
able to the people back there, to have a little latitude.

Now, take one instance in Georgia. We would like to get the wage
records in there, so that if « claim is filed, we will have the wage
credits on hand there so we won’t have to spend time and money to
send a man out looking for wage records after a claim is filed. They
say, ‘“‘You are a little above the national average so we will pull you
down to the national average.”

And there are a lot of instances like that that come up.

Now, recently, the Congress appropriated some money up here for
grants to the States for administrative purposes. The United States
Department of Labor held half a million dollars over there and said,
“You can have some of this now if you will make a fraud investigation
just like we want to make it.”

We had cases there where we suspected fraud, you see, but didn’t
feel like we could put somebody out running down those where we
suspected it. But they didn’t want to run those particular ones
down. They wanted to take a broad random sample.

I thought, personally, it was better to investigate the cases that we
ius%ected of fraud, rather than just go out hog wild and shake the

ushes.

The Crairman. Let me ask the gentleman from the Labor Depart-
ment: Why would you not give us appropriations enough to make
that kind of an investigation?

STATEMENT OF ROBERT GOODWIN, DIRECTOR, BUREAU OF
EMPLOYMENT SECURITY, UNITED STATES DEPARTMENT OF
LABOR

Mr. Goopwin. My name is Robert Goodwin. I am Director of
Employment Security.

We merely asked all States to meet certain criteria in this investi-
gation so that the results could be compared as between the States.

The Crairman. If the State of Georgia wants to run an investiga-
tion as to, oh, a limited number of people that it might suspect, would
you compel the State to go into some broad scale statistical investiga-
tion, rather than doing it the way they wanted to do it?

Mr. Goopwin. No, sir; they are completely free to make that kind
of investigation. We merely requested that on this special study, for
which expenditures were allocated, that they be made so that the
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resilts could be compared as between the States. The type of thin
that Mr. Williamson is talking about, we have always recommende
that the States do out of their regular administrative funds.

The CralrMAN. Senator, this is Mr. Williamson of your own State.

Senator GEORGE. Yes; I know Mr. Williamson quite well.

The CraIRMAN. I am still curious as to whether it is the broad
purpose of the Unemployment Service to be developing national
statistics, or what would be wrong with getting after some particular
g{ogéist in a State—you have no crooks in the State of Georgia, but in

ate.

Mr. GoopwiN. There is nothing wrong with it.

The CrairMaN. Why shouldn’t it be taken out of the funds?

Mr. GoopwiN. We recommend, sir, that they do it out of regular
administrative funds. I think it is quite obvious though, that if in
the special study you do what Mr. Williamson described, which is
to take those cases where you suspect fraud, and chase those down,
that you can’t tell from the results on that what your incidence of
fraud is.

This special study, which we finance, is to find out what our problem
was nationwise. And one of the criteria that we asked the States to
follow, was to have » random sample, so that you could then get a
reliable percentage as to what the fraud problem was. The type of
thing Mr. Williamson is talking about is the regular administrative
problem, which should be pursued from the total grants given the
State, as a day-to-day administrative problem.

The Cuairman. Well, you haven’t answered the point that is in
my mind, but you will never put anybody in jail in Georgia on a
random sample. We will pass that. It is not important anyway.

(The following letter was subsequently received for the record:)

MarcH 10, 1954.

Hon. EugeNE D. MILLIKIN,
Chairman, Commitiee on Finance,
United States Senate, Washington, D. C.

DeAr SENATOR MILLIRIN: In the course of the hearings on the Reed bill
(H. R. 5173) before your committee on March 9, 1954, your attention was drawn
by Mr. Marion Williamson of Georgia to an investigation of fraud in unemploy-
ment insurance which the Bureau of Employment Security was said to have
required of the State agencies. I should like to give you a brief statement of
what the Bureau has done in this connection.

The Bureau has not required any State to follow a specific pattern of checking
and investigating for fraud. The annual appropriation from Congress for State
grants for emrloyment security administration includes an item designated for
“overpayments and fraud,” which we in turn allbeate to all the States. The
States have used such allocations in a wide variety of activities which they deemed
most suitable for the detection and prevention of improper payments. The
amount sn avpropriated and allocated to the States for the fiscal year 1954 was
approximately $3,050,000.

In the current year, however, a separate and additional allocation was made
to nearlv all States for purposes related to overpayment and fraud control.
Because of our growing concern over reports that the problem of improper pay-
ments was more serious than was generally believed, we concluded that all States
should be asked to conduct investigations on a number of cases selected at random.
We asked that the cases be selected at random in order to get a reliable estimate
of the extent of the fraud problem. One of the principal reasons for asking the
States to furnish information in this way was so that we might furnish the con-
gressional appropriation committees information on the extent of the fraud
problem, in order that the Congress could take a more informed action in appro-
priating funds for State employment security administration. We expect that
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the results of this program will also be of importance to the States in finding
unsuspected loopholes for improper payments in the system.
I hope this will clear up any misunderstanding regarding this matter. I would
appreciate your placing this letter in the record of the hearings.
Sincerely yours,
RoBerT C. GoopwIN, Director.

Mr. WiLLiamsoNn. I think Mr. Goodwin hit the nail on the head
when he said thay can do it in Georgia, but we aren’t going to pay
for it. And what we want is a little elbow room, that is all.

Now, every now and then I get into an argument with the Bureau.
They are all my friends—but I argue with my wife sometimes

The Crairman. I bet you don’t win those arguments.

Mr. WiLLiamson. No, sir. I had an argument with an insurance
man the other day about changing the method of payments to my
beneficiary, so much a month instead of a lump sum. He wanted to
get my wife’s consent. I said, ‘““This is one argument I am going to
win. She isn’t going to know about it until I am dead and gone.”

The CrairMAN. I hope that is long deferred.

Mr. WiLrLiamsoN. We questioned a man that comes into the local
office about his eligibility, whether to wait a while or do it on the first
trip or the end of the first week, or waiting period week, or first com-
pensable week. And the different States want to do it different ways.
And the Bureau tells me that you can do it on the first go around,
whenever you want to, but if you aren’t going to do it like we say,
we are not going to give you the money for it. And it is mighty hard
when you have to pinch here, and steal from this part, and know the
next year they are not going to get money to finance the program for
any higher, because you are limited to your experience or national
average whichever is lower. That is one of the reasons we need that
elbow room.

This money is not going to be distributed to the States, as such.
That is a sort of erroneous impression. This excess will go over here,
in the United States Treasury, and there it will land. It can only
be spent for benefit purposes, unless the State passes rigid, very rigid
requirements on it. Now, if I went ahead, and they took exception
to my using some money for fraud purposes over and above that
which was granted or something like that, they have done nailed this.
thing down now in this bill to where I couldn’t pay that exception.
I would have to—because they said your payment must be made
after the appropriation is made. And they got all sorts of safeguards
there, but I can live with this bill.

We have worked on this bill. We have knocked off the sharp
edges, and we have come up here and fought the United States.
Department of Labor on grants. Theyv wanted to grant these
moneys to these benefit funds. They didn’t want to pay them back.
and sometimes I doubt whether they ever want the loans paid back.
They talk about extending the time of repayment here, extending it
there, and they will frankly tell you that thev were up here on the
Hill last year, after the administration changed, still arguing for

grants, instead of loans. The President came out though, in his.

economic message, asking for repayable advances, that is, the Presi-
dent recommended loans, and not grants.

The CrairmaN. Whatever the feeling was, let’s say, in the pre-
ceding administration, whatever the notion there was about grants,
I don’t think they ever had much support on the congressional side.
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Mr. WiLLiamson. No, sir, we figure, and the Congress seemed
to be with us, that if you give folks money to payv benefits, there
is nothing that is going to keep them from making the job insurance
program a gravy train. We want to keep this program sound, and
if you don’t have the responsibility to keep your benefit payment
level consistent with your income with which to pay, any State is
going to go broke. Rhode Island took $29 million out of this fund
to pay sick benefits. It is still out. :

The CuaairmaN. Is that out of depleted funds?

Mr. WiLLiamsoN. They did that subsequent to 1946, I believe,
Mr. Chairman, and if that $29 million was in there today and had it
been in there all that time, and had been drawing interest on it, they
would be in pretty good shape today. Now, they will tell you that
$29 million was put in there on account of an employee contribution.
That is true, but they had their program geared so that they would eke
up that employee contribution, when they took the $29 billion out
of their unemployment trust fund and ceased getting interest on
it

The CHarRMAN. You said billion, you meant million?

Mr. WiLLiaMsoN. Yes, million.

When they took out that $29 million and quit getting the interest
on it, they didn’t regear their benefit structure to conform to their
limited resources.

Now, I think one of the best things you can do for Rhode Island is
to pass this bill and put them on notice that you are not going to hand
out the money as grants to encourage lax laws and lax administration.

The CralRMAN. Do you approve of this bill?

Mr. WiLLiaAMsoON. Yes, sir.

The CHAIRMAN. As is?

Mr. WirLiamsoN. As is. I don’t approve of it in every detail.
It is a compromised bill. We have knocked off the sharp edges. We
can live with it. The Federal department can live with it. We have
worked hard on it, and it will strengthen the State program. I not
only believe in this bill, and the principles here—both houses of the
State legislature in Georgia have endorsed the principles here. The
Ways and Means Committee in the House had extended hearings and
tried to negotiate, and the United States Department of Labor brings
proposals in and proposals back, and we adopted some. Now, this
morning we hear that some we adopted they don’t want now. There
are all sorts of delays in tactics which have been thrown into this
situation all the way through. The House passed this bill—I believe
it was 294 to 71—and this is a good bill. And I would like to see, and
the State administrators practically unanimously favor the principles
of this bill, and we urge your favorable consideration.

Unless some member of the committee has some questions, that
would finish my testimony. I would like permission to put a statement
into the record.

The CaairmMaN. It will be put in.

(The statement referred to follows:)

STATEMENT OF MARION WILLIAMSON, DiIRECTOR, EMPLOYMENT SECURITY
" AGeNcY, GEORGIA DEPARTMENT OF LABOR

Mr. Chairman and members of the committee, my name is Marion Williamson.
I am director of the employment security aéency, Georgia Department of Labor,
and a past president of the Interstate Conference of Employment Security
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Agencies. I am now serving on the legislative committee of the conference. We
who are concerned with the day-to-day administration of this program whole-
heartedly believe in a system of sound unemployment insurance. It is my
opinion that established insurance principles must be retained and strengthened
in this program and that the present concept of State responsibility must remain
in the forefront. For this reason, I strongly urge enactment of H. R. 5173.

The major aspects of H. R. 5173 have been almost universally accepted by
State administrators, employers, and others. These include: (1) The earmarking
for employment security purposes of all funds collected under the Federal un-
employment tax; (2) the establishment of a loan fund to assure the solvency of
every State trust fund; and (3) distribution of the excess of Federal unemploy-
ment tax collections over direct appropriations by the Congress to the States
for the payment of benefits and for administrative costs of employment security
administration. In the interest of conserving your time I will limit my remarks
primarily to these major points.

The earmarking of all funds paid into the Federal Treasury under the Unem-
ployment Tax Act is a matter that has received the careful study of State adminis-
trators over a period of years. The earmarking of funds collected through a tax
levied for a specific purpose has long been widely accepted as a sound principle
of government. It is one that has been followed from the beginning with respect
to all moneys paid into the respective State unemployment insurance trust funds.
It is & principle that has received practically unanimous endorsement from those
best informed as to the operations and purposes of the employment security
program. It is my considered opinion, as well as that of my fellow administrators,
that all of this tax should be used exclusively for employment security purposes.

With regard to the loan-fund principle contained in H. R. 5173, there are two
definite schools of thought. Those who oppose the present State-Federal system
for the administration of unemployment insurance generally oppose the repayable
loan provisions of this bill. Instead, they advocate outright grants to depleted
State trust funds. Apparently they seek to establish a dependent relationship
between the States and the Federal Government and thereby to move toward
accomplishment of their ultimate goal of complete federalization of the employ-
ment security program. As you know, this idea of complete federalization has
found little favor before either the general public or the Congress. On the other
hand, it is my conviction as well as that of nearly all of the other State adminis-
trators that a repayable loan fund will help to implement the principle of State
responsibility in a simple and practical way. We believe that any loan fund
established should operate as such. The bill under consideration would accom-

lish this as it clearly sets forth the conditions for obtaining and repaying loans.

he bill wisely provides for automatic repayment under certain specified conditions
which assure that funds borrowed will be replaced within a reasonable period of
time.

We who are charged with the administration of State laws recognize that the
essential ingredient of a sound long-range unemployment insurance program is
the proper gearing of tax rates and benefit payment rates. As with any insurance
plan, potential income and costs must be considered simultaneously and con-
stantly reviewed in the light of current and prospective conditions. It is my
belief that the very nature of the pregram as an insurance operation necessitates
adjustments from time to time, and State by State, to meet changing economic
conditions in different localities. Only through a State-Federal system can this
type of flexibility be achieved. The repayable loan fund would assure the
continuance of State responsibility in making such needed administrative or
legislative adjustments as may be required by local conditions. As in other
insurance programs, the tax rates, or premium, will inevitably vary from State
to State and even from employer to emplover. The elimination of the rate
differential and the making of outright Federal grants to pay benefits to workers
in States which permit their trust funds to become depleted without taking
corrective action would be a complete departure from the insurance concept.
Personally, I believe in operating an insurance program for the worker tem-
porarily without a job. Should we depart from the insurance concept, we would
become simply another relief agency.

When the Congress enacted the Federal Unemployment Tax Act, there was
general recognition that a successful program of this type, which would so vitally
affect the economic life of every community, should be established under a svstem
that would provide administrative control close to the people directly affected—
employers and workers. The Federal act, therefore, provided that operation of
the program would be in accordance with laws enacted and administered by the

45744—54—F
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States. The Congress limited the Federal aspect of the program to adminiatra-
tive financing and the setting of a few basic minimum standargs to be incorporated
into the respective State laws. Every State accepted its responsibility in this
field and enacted legislation necessary to put the program into effect. Thus, it
was possible for each State to adapt the specific provisions of its own law to meet
local conditions. This concept of local responsibility has produced a healthy,
continuing, and active interest on the part of the citizens in every State and
community.

While the enactment and administration of the respective State laws is a
State responsibility, funds for administration are collected from taxpayers of
the various States by a Federal tax levy. Some of these funds are then made
available to the States through annual appropriations by the Congress. The
differing concepts of State and Federal responsibility have produced opposing
views rega.rding the use of any excess Federal unemployment tax collections by
the respective States for administrative purposes. The bill now under considera-
tion would eventually make limited funds available for administrative purposes
through State legislative appropriations. Each State would be individually
responsible for the expenditure of such funds. As you know, the volume of
activity experienced in the employment security program is subject to violent
and unexpected fluctuation in short periods of time. Aside from fluctuating
economic conditions, another important element is that administrative costs are
affected by amendments to State laws, which may occur at any time during a
fiscal year. It is also well known that the Federal unemployment tax collections
have produced an amount more than adequate to cover administrative costs.
Since the amount of administrative funds that may be needed for a particular
fiscal period cannot always be forecast exactly, it appears to me that the logical
answer is to earmark this tax as it is collected. Under this bill the amounts
distributed to the respective States from excess tax collections will be added to
the individual State’s benefit trust fund in the United States Treasury. This
bill assures that excess funds credited to the States’ accounts will be used for
benefit payments and under rigid State legislated control to finance adminis-
trative costs not otherwise provided for. Thus, flexibility will be provided that
will enable each State to more fully meet its responsibility under the law.

The enactment of the measure under consideration will assure the continuation
of State responsibility in the field of employment security. It provides a soundly
financed permanent loan fund, strengthens State trust funds, and provides needed
flexibility in State administration.

Gentlemen, I urge your favorable consideration of the bill.

The CaAIRMAN. Any questions, Senator George?

Senator GrorGe. I don’t believe I have any questions. I didn’t
hear all the testimony this morning.

I would like to ask this one question: When this loan fund is
created, out of this surplus in the hands of the Federal Government,
over and above the amounts allotted to the States for administrative
purposes, is that fund to be borrowed, and are repayments to be made
to that fund?

Mr. WiLLiAMSON. Yes, sir; automatically.

Senator GEORGE. Automatically?

Mr. WiLLIAMSON. Yes, Sir.

Senator GEorGE. How is that done under the bill?

Mr. WiLLiamsoN. Under the bill, Senator, if the State has not paid
it back on the second January after they borrowed the money, they
will not be allowed as much credit offset on their Federal tax as they
have been. .

Now, take this for instance: If they don’t pay it back after the
second January, instead of paying the Federal Government $3 on a
thousand dollars of wages, they would pay $4.50.

Senator GEorGE. They would have to pay more—they would have
to pay a penalty, that is equivalent to an assessment to make up their-

obligations to the fund?
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Mr. WiLLiamsoN. They can make it up several ways. That is one
way.
Xnother way is, they could adjust their benefit structure. They
could tighten up on their law by disqualifying a man more if he
voluntarily quit work, or if he was discharged from work for mis-
conduct, or they could increase their State tax, and pay it back that,
or if they fail to do these other things, then this would require them
to pay 1t back, so that they would police the law, administrative
practices and make its program more efficient.

Senator GEorGE. But no State would be denied the 2.7 setoff,
would it?

Mr. WiLriamsoN. No, sir.

Senator GEorGE. That would still stay in the law.

Mr. WiLLiamsoN. Wait a minute

Senator GEORGE. You see you have three-tenths of 1 percent, and
2.7 goes back to the States.

r. WiLLiamsoN. The 2.7 would still go back to the States trust
fund account in the United States Treasury.

Senator GEORGE. Yes.

Mr. WiLLiamMsoN. And they would be required to increase their
payment to the Federal Government 5 percent a year, beginning with
the second January after the loan was made .

Senator GEORGE. Isee. So it is aloan; it is not a grant.

Mr. WiLLiamsoN. Yes, sir. To get around any constitutional
provision, which some people will raise, it doesn’t pledge the credit
of the State.

Senator GeEorGE. I understand. It is pledged in that way if it
remains—of course, the levy is made by the Federal Government
on the employer in the State anyway.

Mr. WiLLIAMSON. Yes, Sir.

Senator GEORGE. Then there is a refund back to the State or a
setoff back to the State of 2.7, plus whatever other credits the em-
ployer may get under State law, for continuous service for hiring
employment, and so forth.

Mr. WiLLiamsoN. If I understand you correctly that is right.

Senator George. The 2.7 would go back to each State in any case.

Mr. WiLLiaAMSON. Yes, sir, the gtate would still collect that 2.7
or whatever the benefit structure in the State required. This money
is credited to the States’ unemployment trust fund account in the
United States Treasury.

Senator GEorRGE. That is all the questions I have.

The CaairMaN. Thank you very much.

Mr. Teets, did you have something else to say?

Mzr. TeeTs. One brief point with regard to the matter of adminis-
trative flexibility, I don’t think it was touched upon, and I think is
well worth your consideration.

The Governor of my State, as chief executive officer, is primarily
responsible for the proper functioning of this law. Now reasonable
minds may differ as to how much money is necessary for the proper
and efficient administration in my State. As the law now reads,
and as we get these funds, an individual, a Federal employee, has the
right, and the pursestring control to make those final decisions, but
the responsibility for the success or failure of that program rests
upon me.
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Now, if these moneys were permitted to come into the State, I
could then, if there is a difference of opinion between myself and the
Federal representative, go to my legislature, explain the problem, and
if I convince them—with the other forces having an interest contrary
-perhaps to my own—convince them that those funds are needed in
order to carry out the provisions of my law, I could, by that means
get it. Now, I can’t. It seems to me that it would highlight those
differences of opinion, would strengthen, not weaken, the provisions
of the entire program. It would build it, not deter it.

The CratrRMAN. Thank you very much.

We will recess until 10 o’clock tomorrow morning.

(The following letter and enclosures was subsequently submitted for
the record:)

(See also Labor Department amendments, p. 34.)

WasHINGTON, D. C., March 11, 1954.
Hon. EvcENE D. MILLIKIN

United States Senale, Washington, D. C.

DeAR SENATOR MILLIKIN: Pursuant to your request, the Slate employment
securily administrators who appeared before your committee on the Reed bill
wish to state their position on the series of amendments proposed by the Depart-
ment of Labor.

We strongly oppose 5 of the 6 substantive changes set out in the Department’s
memorandum of March 9. As stated at the time of the hearing, amendment
No. 4 in this series, which would eliminate the maintenance by a State of a 2.7
percent average tax rate for eligibilily for advances, is & matter of no particular
concern to the S.ates.

We likewise oppose amendment No. 2 and amendment No. 9 that are set
out in a series of so-called minor and technical amenaments in the Department’s
memorandum also dated March 9. In our opinion these amendments are sub-
stantive in nature.

The remainder of vhe so-called minor and technical amendments are language
refinements designed to be clarifying. In a few instances they perhaps may be
more explicit than the language in the present bill. However, we feel that they
are in no sense necessary. A reasonable construction of the provisions of vhe
existing bill would permit its proper administration.

On behalf of the entire Interstate Conference of Employment Security Agencies,
we desire to take this opportunity to again express our appreciation for the priv-
ilege of appearing before the committee and for the courtesies extended.

Sincerely
? BErRNARD E. TEETS.

NewEeELL BroOwN.
MARION WILLIAMSON.

DrAFT oF Six AMENDMENTS OoF H. R. 5173, RECOMMENDED IN DEPARTMENT
oF LABOR'S STATEMENT FOR THE ADMINISTRATION BEFORE TBE SENATE CoM-

MITTEE ON FINANCE, MaRrcH 9, 1954
Amend the July 9, 1953, Senate print of H. R. 5173, as follows:

1. Change of effective date of earmarking

On page 2, line 7, strike out ‘“‘ending June 30, 1954” and insert in lieu thereof
“beginning July 1, 1955”. ]

On page 2, line 11, insert “preceding’’ before “‘fiscal”. .

On page 2, line 14, strike out “for such year” and insert in lieu thereof ‘‘during
such preceding fiscal year’. .

On page 2, line 16, insert ‘“preceding’ before “fiscal’’. . o

On page 2, line 17, strike out ‘‘for such fiscal year” and insert in lieu thereof
“during such preceding fiscal year’. ) o o

On page 2, line 20, strike out “close” and insert ‘“beginning’ in lieu thereof.

On page 2, lines 22 and 23, strike out “at the close of such fiscal year”.
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On page 2, line 24, strike out ‘‘close” and insert ‘‘beginning’’.

On page 4, line 18, strike out ‘‘succeeding’.

On page 5, line 1, insert a period after ‘“account’”’ and strike out ‘“‘at the close
of the fiscal vear for which the transfer is made’’.

On page 5, line 10, strike out ‘“‘close’” and insert ‘‘beginning’’.

On page 5, line 13, strike out ‘‘succeeding’’.

2. Permit excess tazes distributed to State accounts to be used for benefil purposes only

On page 6, lines 24 and 25, strike out the commas, and strike out ‘‘except as
provided in paragraph (2),”.

On page 7, strike out all of lines 3 through 25 and on page 8 strike out all of
lines 1 through 7.

On pages 13 and 14 strike out all of subsection (a) of section 5 of the bill, and
redesignate subsecctions (b), (¢), (d), (e), and (f) as (a), (b), (c), (d), and (e).

3. Extend from 2 to 4 years the period during which repayment of advance is not
required

On page 12, line 21, insert the following after the word ‘“State’’ and before the
semicolon ‘“‘unless, prior to such January 1 and subsequent to the latest calendar
quarter in which an advance was made, the balance in the State fund has failed
to equal or exceed the highest annual benefit payments made in the five years
preceding such taxable year;”.

On page 12, line 22 through page 13, line 4, strike out all of subparagraph (B)
and insert the following in lieu thereof-

“(B) in the case of a taxable year beginning with the third conseccutive
January 1 on which such a balance of unreturned advances existed, by 5 per
centum (or, in the event of a previous credit reduction under paragraph (A)
by an additional 5 per centum) of the tax imposed by section 1600 with re-
spceet to the wages attributable to such State paid by such taxpayer during
such taxable year unless, prior to such January 1 and subsequent to the latest
calendar quarter in which an advance was made, the balance in the State
fund has failed to equal or exceed the highest annual benefit payments made
in the six years preceding such taxable year; and

“(C) in the case of a taxable year beginning with the fourth consecutive
January 1, or any succeeding consecutive January 1, on which such a balance
of unreturned advances existed, by 5 per centum (or, in the event of a pre-
vious credit reduction, by an additional 5 per centum for each such taxable
year) of the tax imposed by section 1600 with respect to the wages attributable
to such State paid by such taxpayer during such taxable year.”

4. E'li?izz'natc maintenance by State of 2.7 percent average lax rale for eligibility for
advance

On pages 8 and 9, strike out all except the word ‘“‘and’ after the semicolon of
paragraph (3) of subsection (a) of section 1201.

On page 9, line 4, renumber paragraph (4) as paragraph (3).

On page 9, line 5, strike out the commas after “(1)”’ and ¢(2)”’, insert the word
“and’’ between “(1)”’ and “(2)”, and strike out ‘“and 3.

6. Provide for recoupment of excess administrative costs

Add a new subsection to section 901 as set forth in section 2 of the bill to read
as follows:

“(c) No moneys shall be appropriated under subsection (a) of this section if
in any fiscal year or years é)rior thereto the employment security administrative
expenditures have exceeded the tax received under the Federal Unemployment
Tax Act, until an amount equal to the total of such excess has been deducted from
the moneys which would otherwise be appropriated, such amount to remain in
the general fund of the Treasury.”

6. Eliminate authority to appropriatle excess taz funds for year prior to passage of bill

On page 15 strike out all of paragraphs (1) and (2) of subsection (f) of section
5 of the bill, redesignate subsection (f) as subsection (e) [in accordance with amend-
ment No. 2 above] and insert the following:

‘“‘(e) Subsection (h) of section 904 of the Social Security Act is hereby amended
by repealing everything except the first sentence.”
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DRrarr oF MINOR AND TECHNICAL AMENDMENTS OF H. R. 5173 REFERRED TO IN

DEPARTMENT OF LABOR’S STATEMENT TO SENATE COMMITTBE ON FiNnaANCE,
MagrcE 9, 1954

Amendment No. 1:

. Strike out the term ‘‘unemployment compensation” in the title of the bill and
insert “‘employment security’’ in lieu thereof.

Amendment No. 2:
On page 1, line 4, strike out “1953” and insert ‘‘1954” inlieu thereof.
Amendment No. 3:

On page 2, line 13, and page 3, lines 2 and 6, strike out the term “unemploy-
ment’’ and insert the term “‘employment security’’ in lieu thereof.

Amendment No. 4:

On page 3, lines 9 and 10, make subparagraph ‘“(A)”’ part of paragraph (1) by
striking out the dash on line 9, striking out the quotation marks and the designa-
tion ‘“(A)” on line 10, and redesignating “(i)”’, ““(ii)”’, and “(iii)” as “(A)”,“(B)”
and ‘“(C)”’, respectively.

On page 3, line 20, redesignate “(B)”’ as “(2)” and insert the following language
immediately after the “(2)”’:

“(2) the amount estimated by the Secretary of Labor as equal to the necessary
expenses incurred during the fiscal year for”.

On page 4, line 5, redesignate paragraph “(2)”’ as paragraph “(3)”’.

Amendment No. 5:

On page 3, line 19, and page 4, line 2, insert the words ‘‘as amended”, after
‘‘the Servicemen’s Readjustment Act of 1944".
Amendment No. 6:

On page 4, strike out all of lines 11 through 13.

Amendment No. 7:

On page 5, line 17, insert the following language immediately after the word
“Labor’’:—‘and certified by him to the Secretary of the Treasury on or before
that date”’.

On page 5, line 17, insert the following immediately after the word “States’” :—
‘“to the Secretary of Labor by June 1”.
thOn page 5, lines 22 and 24, strike out “June 1’ and insert “May 1” in lieu

ereof.

Amendment No. 8:

On page 8, line 13, strike out the word ‘‘account’’ and insert ‘‘unemployment
fund” in lieu thereof.
Amendment No. 9:

On page 8, line 14, strike out “September 30, 1953”’ and insert ‘“‘June 30, 1954”’
in lieu thereof. ’
Amendment No. 10:

On page 9, line 7, strike out the commas and the words ‘““from time to time”.

Amendment No. 11:

On page 11 add a new section at the end of section 3 of the bill, to be designated
section 1203, to read as follows: ‘“When. used in this title, the term ‘Governor’
shall include the Commissioners of the District of Columbia’’.

Amendment No. 12:
On page 10, line 15, strike out ‘‘section 1201(a)’’ and insert ‘‘section 1201 in
lieu thereof.

Amendment No. 13:

On page 10, lines 18 and 19, insert the word “promptly’”’ between the words
‘‘shall transfer’’, insert a period after the word ‘“‘amount’, and strike out ‘‘as of
the close of the calendar month in which the Governor makes such request’.

Amendment No. 14: *

Insert the term ‘“Unemployment Trust Furd for credit to the” or page 10,
line 20, and page 11, line 15 before the word ‘federal’”’, and on page 11, line 10,
before the word ‘‘account’.
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Amendment No. 156:

On page 11, lines 5 and 9, strike out ‘‘subsection (a)’’ and insert ‘‘section 1201”
in lieu thereof.
Amendment No. 16:

On page 11, line 9, insert the words “received and covered into the Treasury”
before the word ‘‘exceeds’’.
Amendment No. 17:

On page 11, lines 14 and 15, strike out the words ‘“from time to time from the
general fund in”’ and insert in lieu thereof tlL.e words ‘‘at the close of the month
in which the moneys were covered into”.

On page 11, line 16, strike out the period at the end of the sentence and insert
“as of tne first day of the svcceeding month”.

(Whereupon, at 12:25 p. m. the committee recessed to reconvene
at 10 a. m., Wednesday, March 10, 1954.)
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WEDNESDAY, MARCH 10, 1954

UNITED STATES SENATE,
CoMMITTEE ON IFINANCE,
Washington, D. C.

The committee met, pursuant to recess, at 10:10 a. m., in room
312, Senate Office Building, Senator Eugene Millikin (chairman)
presiding.

Present: Senators Millikin, George, and Frear.

The CrairMAN. The committee will be in order.

Is Senator Kennedy in the room?

Come forward, Senator. Take a seat, here. We are very glad to
have you here. Right there; that is supposed to be a hot seat, but
it 1s very cool. We are glad to have you.

STATEMENT OF HON. JOHN F. KENNEDY, A UNITED STATES
SENATOR FROM THE STATE OF MASSACHUSETTS

Senator KennEDY. I thought if it would be agreeable, I would cut
this statement substantially, and I will put it all in the record.

The CHAIRMAN. Put it in the record in whatever length you wish
to put it in.

Senator Kennepy. Mr. Chairman and members of the Senate
Finance Committee. I appreciate this opportunity to appear before
your committee in opposition to H. R. 5173, the Reed bill on unem-
ployment compensation. It seems to me unthinkable that, during a
time when the rate of unemployment under this act has nearly doubled
from what it was 1 year ago, and the rate of new claims has increased
by nearly 80 percent, Congress would take steps to weaken instead of
strengthen our jobless insurance program.

Massachusetts has a special interest in this bill—for, like Rhode
Island, it has long suffered from chronic and seasonal unemployment,
insufficient diversification of industry and heavy dependence upon
manufacturing employment. Although our benefit and eligibility
standards are not excessive and we were the only State besides Rhode
Island which charged the full unemployment tax in 1953, Massachu-
setts has on the average paid out more than 80 cents for each dollar
collected ; and our State unemployment compensation reserve at the
close of fiscal 1953 was less than five times as great as the benefits
paid during the previous year, and barely twice as great as that year’s
unemployment tax collections. Inasmuch as the 1948—50 slump cut
this State’s reserve nearly in half, a serious recession tomorrow could
endanger its solveney.
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The CrairmMaN. Before you finish, will you give us some statistics
on how many you have employed in the State, how many are taking
unemployment relief, and so forth?

Senator KENNEDY. Yes, I have those figures. The latest data
indicate that only 22 percent of the Massachusetts workers covered
by this act could be paid ben fits for the maximum 26 weeks out of
funds available. Inasmuch as the number of Massachusetts claimants
has increased in 1 year by more than 85 percent, and the rate of new
claims has jumped more than 50 percent, the adequacy of this program
is of concern, not only to the workers whose benefits may be reduced
or withheld, or to those employers whose taxes may be raised, but it is
of concern to the whole State.

Business Week, May 7, 1949, for example, stated that the paradox
of depression-unemployment rates in Lawrence, Mass., without &
business depression, was due, according to Lawrence businessmen,
to unemployment compensation which, they said, had ‘“proved to be
an effective cushion for business as well as workers, against the impact
of layoffs.”

The CrairMAN. Do you know what the unemployment is at the
present time?

Senator KENNEDY. Yes, Senator. I would like to submit those
figures, and a comprehensive comparison of Massachusetts’ position
compared with Rhode Island and the United States as a whole.

This table is from the United States Department of Labor, and per-
haps I could file these with my statement.

The CaarMaN. We will be glad to have you do that.

(The figures referred to follow:)

Selected unemployment insurance data

United Rhode Massa-
States Island chusetts
‘Week ended Feb. 27, 1054:
Initial elaims_ . .. 288,178 3,691 10, 043
> Percent change from year 880 - coaceocococaeaoonen- +79.3 +-65. 4 +50.5
‘Week ended Feb. 20, 1954:
State insured unemployment. . oo e . 2,168, 164 27,492 78, 382
Percent change from year ago0._ .- oo coeiceacacanan. +96.6 +108.8 +486.2
Unemployment rate (percent) ... oo oo _oe.. 6.0 11.4 5.3
Fiscal year 1953 (amounts in thousands):
Taxable Wages. . oo no oo emaaeo $100, 238, 930 $631, 511 $3, 788, 186
Collections for benefits_ ... . _ ... $1, 367, 806 $16, 737 $100, 114
Percent of taxable wages. .- - oe oo 1.4 2.7 2.8
Benefits paid _ ..o liiieeo. $912, 808 $12, 353 $44, 758
Percent of collections_ . o oieae-- 66. 7 73.8 44,7
Percent of taxable wages. ... _ .. el ... 0.9 2.0 1.2
Funds available for benefits (as of June 30, 1953) - . _.-- $8, 577,745 $26, 733 $213, 509
Percent of taxable wages. .. . oo oo 8.6 4.1 56
Federal unemployment tax collections:
Fiscal year 1953 . . ..o $275, 623 $1,858 $10, 664
Fiscal year 1954 Eestimate) ........................ $290, 000-$300, 000 M -Q
Fiscal year 1955 (estimate) . ... ... ® O] 1
Grants to States for administration:
Fiscal year 1953 - i $197, 049 $1,712 $8, 023
Percent of federal collections. ... oo .. 71. 4 92.1 83.7
Fiscal year 1954 (estimate). __ . - cecceca ol $212, 705 O] Q]
Percent of Federal collections. - cmmivccnnannas 73.3-70.9 |o oo eeee
Fiseal year 1955 (estimate) . .o . ... $216, 400 O] m
Ca dal;ercent of F(‘edeml glilgc&llons--.a-j ............... [ 7 PO PSP
len year 1953 (amoun ousands):
Collections for beneflts - oo oL $1, 347,630 $17,180 $102, 673
Benefits paid . .- m——eeas $062, 221 $12, 565 $41, 081
Percent of collections o .o .. 71.4 73.1 40.0
Funds available for benefits (as of Dee. 31, 1953). .- $8, 912, 821 $28, 521 $250, 032
1 Not avalilable.

Source: U. 8. Department of Labor, Bureau of Employment Security, Division of Reports and Analysis,
Mar. 8, 1954.
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Senator KeNNEDY. What has been true in Massachusetts has also
been true on a national level, where in 1949 $1.7 billion—more than
twice the 1948 level—was paid to maintain the purchasing power of
unemployed workers. For fiscal 1954, benefits will undoubtedly again
exceed $1 billion. In addition to Massachusetts and Rhode Island,
other State unemployment compensation reserves may meet diffi-
culties, if present economic trends continue to worsen, in both large
States—such as New York, Pennsylvania, California, Illinois, Michi-
gan, and New Jersey—and less wealthy States—such as New Hamp-
shire, Alabama, Maryland, Washington, Delaware, and Alaska.

For these reasons, your committee might consider several improve-
ments In our unemployment compensation system, instead of the
weaknesses proposed by this complex and misunderstood bill. As
President Eisenhower pointed out, what he termed our ‘“valuable first
line of defense against economic recession * * * needs reinforcement’
if it is to play its proper role in just the type of downturn we now face.
These improvements are not contained in H. R. 5173.

A. Coverage: As pointed out by the President, Congress should act
to cover 3.4 million employees of businesses with fewer than 8 workers,
2.5 million Federal civilian employees and 200,000 agricultural process-
ing employees, among others, who presently face relief instead of social
insurance.

B. Benefits and duration: The President also pointed out that the
present level of benefits is inadequate, having fallen from the original
goal of 50 percent of weekly wages to an average of 33 percent; and .
the duration of benefits is similarly inadequate, having permitted
almost 2 million persons to exhaust their rights in a short time in
1949. Although the President recommended State action, I favor
nationwide minimum standards to prevent any incentive.for.one State
to undercut the standards of another.

C. Tax base: Consideration should be given to raising the taxable
wage base under unemployment compensation from $3,000 to $3,600,
in order to keep it on a par with OASI, enable easier bookkeepin
for employers, and strengthen reserves in States such as Rhode Islan
and Massachusetts.

D. Earmarking: The excess of Federal collections under the act
for administrative purposes over the expenditures for such purposes,
presently about $60 million & year, should be carmarked for strength-
ening the unemployment compensation program, instead of using
this payroll tax to support the Government. Such earmarking is
proposed in H. R. 5173; but it proposes to use such funds in & manner
detrimental, not beneficial, to the unemployment insurance system.

I. THE LOAN FUND PROVISIONS OF H. R. 5173 WOULD NOT OFFER SUB-
STANTIAL ASSISTANCE TO DEPLETED STATE RESERVES

General limitations of loan programs: Lending money to a State
fund imperiled by heavy unemployment is unlike any other Federal
ald program. V\%uen Congress is concerned with national problems
of health, public assistance, education, and other programs familiar
to this committee, it grants aid to the States on the basis of their
need, and does not require such aid to be repaid.

A Federal repayable loan fund can only hope to deal with temporary
crises at most. Instead of preventing disaster to a State reserve
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suffering from heavy and chronic unemployment, it merely postpones
emergency taxation to pay back the loan.

For a long-term problem such as tbe decline in textile employment
or a serious recession, a repayable loan is not sufficient. If a State
struck by such an economic catastrophe must raise its rates to safe-
guard its fund or repay a loan, it loses more industry unable to com-
pete with other low-tax areas, and thus is faced with both dwindling
tax collections and mounting unemployment claims. Requiring
such a State to be able to repay a loan under such circumstances
increases the competitive disadvantage of some employers—contrary
to the original purpose of the law; and improperly distributes costs
over the business cycle, by requiring a State to raise its tax rates to
repay the loan at the very time when its payrolls are diminishing and
its businesses need help. Finally, a very basic objection to any loan
program is the fact that as many as 26 States, including Rhode Island,
appear to be bound by constitutional restrictions in seeking loans.

One purpose of our unemployment insurance program is to share
the risk; for, if the tax rate on each employer were to cover the full
burden of unemployment in his industry, his tax might be as high as
20 percent. By pooling this risk within the State, its burden is more
evenly distributed. Similarly, risks should be pooled on a Federal-
State basis, whereby State funds which fall to a dangerously low level
through no fault of their own would receive ‘“‘insurance payments”
from a reinsurance reserve to which all States contribute. I support
S. 710 for this purpose, introduced by the Senators from Rhode
Island, although I realize that there are alternative methods of
establishing such a reinsurance program for this committee to con-
sider; but certainly a loan does not fulfill this principle of sharing the
risk among all States. Both Rhode Island Senators are out of the
country on official business, and unable to be present today.

The CrairMaN. May I interrupt you, John? You mentioned the
Senator from Rhode Island. It is my understanding that both of
the Senators are out of the country, but they would appear here if
they were in the country, but that the Governor of Rhode Island
will testify.

Thank you very much.

Senator KENNEDY. Limitations of loan program of H. R. 5173:
The loan features of the bill before your committee are particularly
unhelpful. Compare, if you will, these provisions with the lending
provisions of the George loan fund, title XII of the Unemployment
Compensation Act, which you originally recommended in 1944, and
which expired on January 1, 1952.

A. First, the size of the loan fund in H. R. 5173 is limited to a
maximum of $200 million, little more than New York’s claims in a
normal year. No maximum was included in the George fund.

B. Secondly, the eligibility provisions for a loan under H. R. 5173
are too restrictive, requiring the State reserve to be lower than the
total benefits paid out during the previous 12 months (although the
loan itself cannot exceed the amount of benefits paid during the highest
of the preceding four quarters). Under the George provision, a
State was eligible whenever its reserve fell below its annual rate of
collections during the higher of the two previous calendar years, &
situation which 1s more %ikely to occur unless the State is already
paying out more than it takes in under a full tax rate.
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C. Third, and most important, the repayment provisions of H. R.
5173 are too harsh. The bill provides that employers in a State which
has not repaid a loan after a period of from 13 to 24 months (on the
second January 1) face a 5 percent Federal penalty tax increase, and
another 5 percent each year until the loan is repaid. This penalty
applies even though the reserve fund continues to decline, even though
the State must continue to seek new loans, and even though the ex-
cessive unemployment ¢compensation tax is contributing to the deteri-
oration of employment. Such a State would be required to reduce its
benefits and increase its tax rates above the normal rate of 2.7 percent;
or face collapse of the State system. Contrast these harsh provisions
with the George loan fund, which contained no penalty and required
repayment only whenever, and to the extent that, the balance in the
State fund exceeded the higher of the annual tax collections during the
two previous calendar years. President Eisenhower, in recommending
a loan fund, specified that repayment by a hard-hit State should not
begin for 4 years ‘“in the interests of allowing a State a reasonable
interim to readjust its economy and attract new industries.” For
these reasons, I believe the loan fund provisions-of H. R. 5173 do not
ofler substantial assistance to depleted State funds.

II. H. R. 5173 WOULD WASTE UNEMPLOYEMNT COMPENSATION FUNDS
NEEDED FOR BENEFIT PAYMENTS

The second feature of H. R. 5173 distributes to the States on the
basis of their covered payrolls those funds not expended each year on
administration or the loan fund. This, in my opinion, is one of the
most extraordinary and fiscally irresponsible propositions ever to
come before this body. Under this provision, States would receive
moneys raised by a Federal tax regardless of their need for such funds,
regardless of the amounts they contributed to such funds and regard-
less of the amount they may have already received for similar pur-
poses. Here 1s a bill which is extremely stringent in lending money
to States in need; but which then distributes far larger sums, without
any standards, to all States regardless of need. Surely no Federal
grant-in-aid program could be approved on a basis whereby New York
would receive 40 times as much as Delaware regardless of need.

The bill does not require that these funds be used for benefits; and
most States today clearly would use this Federal gift for administrative
expenses. Yet Congress already appropriates all administrative
expenditures under this program, as determined by each State and
reviewed by the Department of Labor and Congress; and if the amount
appropriated proves to be insufficient, Congress provides a supple-
mental appropriationn. But this bill requires the distribution of these
funds for administrative purposes above and beyond what Congress
determines to be necessary appropriations for those purposes, and thus
renders meaningless the congressional function. The bill also requires
State legislatures to appropriate the funds which Congress has raised.
As stated by the Treasury Department:

Sound administration counsels against a system whereby a legislative body
appropriates funds it has no responsibility for raising. It is all the more undesir-

able if it occurs after the Congress has already appropriated what it deems to be
necessary for proper and efficient administration.
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This provision, permitting the reduction of taxes during prosperous
periods, and then eliminating this aid during recession, is in addition
unsound. Moreover, a period of heavy unemployment may require
more Federal and State administrative expenses than the 0.3 percent
tax collects; but instead of establishing a contingency fund for such
years, the Reed bill requires each year’s surplus to be distributed in
full, so that General Treasury expenditures would be required in such
a year. Certainly this committee, which is concerned with the cash
budget and the statutory debt limit, should question a proposal
encouraging the States to find new ways to spend moneys which
would otherwise be retained in the Federal Treasury, including those
States—and there have been about 30 of them so far—who may
already receive more in congressional appropriations for administrative
expenses than they have paid in. Such funds should be saved for
benefit payments in those States today or in the future whose reserves
are threatened by serious unemployment; or at least in a contingency
fund for years to heavy administrative expenses.

III. CONCLUSION

In conclusion, Mr. Chairman, let me add that this bill increases
the prospects for complete federalization of unemployment compen-
sation. It provides for excessive payments of Federal funds to all
States. It requires State legislatures to appropriate funds raised by
Federal tax. It encourages State employment agencies to expand
their various administrative services to be subsidized by Federal
funds. Its lending provisions require a change in the constitutional
structure of many States. Its harsh provisions for repayment would
keep some States continually dependent upon Federal loans to re-
plenish the State reserves they are unable to build up. And finally,
those States whose reserves are not adequately aided by this bill,
whose benefits may have to be sharply reduced and taxes sharply
raised in order to prevent a collapse during heavy unemployment,
will certainly demand complete federalization of the entire unemploy-
ment compensation system.

For these reasons, if the Congress does not now see fit to safeguard
State funds by a program of reinsurance, I believe it would be pre-
ferable to have no action at all than to enact the Reed bill whlch would
waste these badly needed funds. If the lending provisions could be
liberalized, and the provision for distribution of surplus funds stricken
or at least restricted to benefit payments, that would constitute some
improvement; but it would be far more logical to adopt the sugges-
tion of the administration and the House minority report that the
George loan fund provision be reenacted until more comprehensive
legislation along the lines outlined is possible; and until the Commis-
sion on Intergovernmental Relations—whose establishment was rec-
ommended by the Senate Committee on Government Operations, of
which I am & member—completes its study of this subject. The
present bill is an unjustifiable raid on our unemployment compensa-
tion benefits, and it would impair our jobless insurance program at a
time when it is in critical need of improvement. .

I appreciate very much the opportunity to testify before this com-
mittee. Thank you.

The CHAIRMAN. Are there any questions?
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Thank you very much.

The CHAIRMAN. Mr. Teetor, Assistant Secretary of Commerce.
Will you take a seat, please, and identify yourself to the reporter.

Mr. TEETOR. My name is Lothair Teetor.

STATEMENT OF LOTHAIR TEETOR ASSISTANT SECRETARY OF
COMMERCE FOR DOMESTIC AFFAIRS

Mr. ‘Teeror. I am the Assistant Secretary of Commerce for
Domestic Affairs. I have a statement which I would like to present
to this committee, Senator Millikin and Senator George.

The CHAIRMAN. Are you speaking for the administration?

Mr. Teeror. No, I am speaking as an individual.

The CHAIRMAN. Go ahead.

Mr. TeeroR. As Assistant Secretary of Commerce for Domestic
Affairs T want to thank this committee for permitting me to submit
my views with prospect to the provisions of H. R. 5173. I want to
make it clear at the outset that my views are not those of the adminis-
tration, which have been officially presented by the Secretary of Labor.
I want to present a business point of view which has been made known
to the Department of Commerce and which I personally support, as
do some of my colleagues in the Department.

This bill deals with a subject which relates to the economic life of
business and industry and involves the prosperity and growth of the
national economy.

The CrAIRMAN. Let me make it clear, again. You are not speaking
for the Department of Commerce?

Mr. TeeTor. No, sir.

The CaairMAN. Nor for any other governmental agency?

Mr. Teeror. No, sir.

Sound and efficient administration of unemployment compensation
systems is in the interest of both business and labor as well as the
general public.

There has been in the past, within the Federal Government, a
tendency to treat unemployment compensation matters as excluswely
within the concern of executive agencies dealing with labor and welfare
measures. This approach disregarded the fact that unemployment
compensation systems are completely financed by business and indus-
try and that business and industry are directly and vitally concerned
with the functioning of these systems. The operation of unemploy-
ment compensation laws ties in very closely with business activities
at the local community level. Employers, therefore, have an interest
in seeing that employees have adequate protection to see them through
temporary periods of unemployment.

Unemployment compensation systems are essentially designed for
administration and application by the individual States. The system
is a State system. The Federal laws dealing with this subject were
demgned purely for the purpose of encouraging the adoption of unem-
ployment compensation laws by the individual Stat.es That this pur-
gose has been successfully accomplished can be seen in the fact that all

tates now have in effect employment security systems which meet the
standards originally laid down in the Federal law. Inasmuch as State
unemployment compensation systems generally conform with recog-
nized standards and criteria, it is my view that these systems can work
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most effectively if the primary authority with respect to their function-
ing remains within the States, and Federal intervention and regulation
of the State systems is held to a minimum. I do not feel that it has
ever been demonstrated that Federal administrative officials possess
greater wisdom or are more genuinely concerned with good adminis-
tration of State laws than are the State administrative officials who
have the primary responsibility for administration under these laws.

The overall effect of this bill is to give more authority and discretion
to State administrative agencies and to reduce Federal supervision
and control. It is my belief that the bill will encourage better and
more efficient administration of State employment security systems.
The Department of Commerce has received numerous expressions
of opinion which indicate that the purposes of this bill have the over-
whe inﬁ support of business and industry. Businessmen are almost
universally of the opinion that the State administrative agencies
can adequately and effectively administer their own laws and that
Federal regulation and control is not a necessary or desirable check
upon the State agencies.

Without attempting to go into the technical provisions of the bill
I would like to comment specifically on two points. First, I strongly
favor the establishment of a loan fund upon which the States may
draw when their unemployment compensation reserves become
depleted. I hope, of course, that the States can continue to main-
tain a high level of reserves and that there will be no occasion upon
which they will be required to seek Federal assistance.

It is desirable, however, to have some emergency loan funds to
meet such contingencies. Provision for repayable loans is far pref-
erable to any arrangement under which the Federal Government
would make direct grants to the States of necessary funds to meet
unemployment compensation obligations. Any such Federal grants
would pﬂ.[::le the State systems under the financial thumb of the
Federal Government and would result in virtual Federal domination
of the State systems. 1 therefore strongly urge that no serious con-
sideration be given by this committee to any proposal for financing
State unemployment compensation systems through Federal grants.

I also urge that in connection with the establishment of the loan
fund provided for in this bill adequate measures be provided to insure
repayment at the earliest possible time consistent with all economic
factors involved. It is my fear that if the repayment provisions are
set out in such a way that it would allow for prolonged extension of
loans these loans could in essence become looked upon as Federal
grants rather than repayable loans. H. R. 5173 gives adequate
protection in this direction.

My second specific comment relates to the provisions of the bill
dealing with the allocation of the excess of the Federal unemployment
tax after the $200 million loan fund has been fully established. Under
the provisions of this bill such excess would be redistributed to the
States in the ratio that the covered wages in each State bear to total
wages covered by all unemployment compensation laws. It is my
view that it Woulgr be appropriate that the reallocated funds be credited
to the account of each State reserve fund in the United States Treas-
ury. The States would then be free to draw upon such funds for
payment of benefits and for expenses of administration of the State

employment-security systems.
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Although it is the official position of the Administration that the
funds thus allocated to the State reserve funds should be available to
the States only for the purpose of paying benefits and that such funds
should not be used by the States for payment of administrative
expenses, it has been my personal experience that there is a need for
a greater degree of discretion by the State administrative officials
in dealing with the problems of administration and enforcement of
the State laws. The exercise of such discretion necessarily involves
some latitude in respect to administrative expenses.

The CuHAIRMAN. Mr. Teetor, at this point, will you tell us for the
purpose of the record, your own experience in these matters.

Mr. TEETOR. My experience has been 8 years in the Indiana Legis-
lature, in which experience I have had considerable contact with these
unemployment compensation laws and the way they work in a State.

The CrHAIRMAN. Do you have anything to do with the subject over
in the Department of Commerce?

Mr. TeeTor. Anything to do with this subject in the Department
of Commerce?

The CHAIRMAN. Yes.

Mr. TeeTor. Well, we are very directly interested in it.

The CHAIRMAN. Do you have anything to do with it?

Mr. TEETOR. Yes, this subject would come under my department,
under Domestic Affairs.

The CHAIRMAN. What is your department?

Mr. TeeTOR. Domestic Affairs.

The CrAIRMAN. Go ahead.

Mr. TEETOR. At the present time the State budgets covering ad-
ministrative expenses must be submitted to the Department of Labor
for approval. After processing through the Department of Labor,
the total figure of all State budgets is submitted to Congress with a
request for an appropriation of funds to cover these budgets. The
Department of Labor can allow or disallow items of expense contained
in the proposed State budgets and may apply its own judgment with
respect to what is good and necessary for the administration of the
State laws.

There is in a sense, a contradiction in a system under which a State
government has the discretion in enacting laws in the field of employ-
ment security which are best suited to the particular problems of the
State, and has the responsibility for administering and enforcing such
law, but at the same time does not have complete discretion in regard
to the means of administration and enforcement of such laws. It is
inconsistent to place the lawmaking and enforcement functions in
one government and to place in another government the exclusive.
authority to determine the effective limits of the operation of the law
through control over administrative expenses.

The CrairMAN. It is not a destructive inconsistency, is it? It
works, doesn’t it?

Mr. TeeTor. It works but it would work better if the States could
better determine the exact amount of money that is needed to be
spent for administration.

The CrairMaN. Would you suggest that the Federal Government.
move itself out of the tax-collecting system?

Mr. TeeTor. Well, certainly not. But here is a State law

45744—b64—=6
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The Crarrman. When the Federal Government lends itself to the
collection of revenue, there must be some reasonable point where it
should have something to say about the disbursement of those reve-
nues, is that not correct?

Mr. TeETOR. Yes; they should have some checks and balances,
but here is a law where the principal obligation for enforcement is
on the State.

The CratrMAN. I quite agree with all of that, and if I may say
so, I am a States’ righter, if that has any meaning any more.

Mr. TeETOR. It does, certainly.

The CHAIRMAN. But I cannot put a blinker on, when I see the
Federal Government operating to collect taxes from people and you
say, ‘“Oh, we are just a collector. We are just throwing it back to the
States.”” I think when you use the Federal Government for a tax-
collecting function, the Federal Government necessarily must have
some supervision over how that money is spent. We couldn’t sustain
ourselves to sit here as a mere tax-collecting agency for States and we
having nothing whatever to do with the method in which the funds
are expended.

Mr. TeeTor. It will depend a great deal on what the funds are
expended for.

The CraIrMAN. That is the point, and I think you recognize that
there 1s some proper field of supervision of the Federal Government,
as long as we depend upon the Kederal Government to collect the tax.

Mr. TeeTor. I would say that my statement is not one that is
absolute, but in this particular instance, there is an inconsistency,
as I see it.

The CeAaIrMAN. Well, go ahead. You have made that point.

Mr. TeETOR. As a member of the State legislature in Indiana for
8 years I have had firsthand experience with the administration of the
employment security laws of Indiana. I know that the people who
have been responsible for the administration of the Indiana employ-
ment security laws have been the highest type of administrative
officials whose primary concern is to give the people of the State the
best and most effective administration of these laws at the lowest
possible cost. I feel that the experience that they have had in the
administration of these laws and in the particular problems that come
up under the State laws makes them best equipped to decide questions
of administration within the State.

The arguments in favor of broader State discretion have been
presented to the committee by the State officials themselves. Industry
and business generally favor the broadening of State discretion
and a converse limitation upon Federal control. It is the conviction
of the business community that the State unemployment compensation
administrators have a much greater familiarity with the particular
problems of administration within their own States and are much
better equipped to make judgments in dealing with these administra-
tive problems than Federal bureaus far removed from the particular
problems.

As this committee knows, business groups have a very keen interest
in the administration of employment security laws. Business groups
serve on State advisory boards dealing with employment security
problems and also are in close contact with the State administrative
agencies. It can therefore be seen that the business community
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maintains a constant check upon the effectiveness of State administra-
tion. A similar close contact with State administration of unemploy-
ment-compensation laws is maintained by labor ubions and other
interested groups.

In view of these facts it is clear that there are adequate checks and
balances upon State administrative officials and, in the light of this,
there is no real need or justification for Federal supervision and
control over the expenditure of funds for administrative purposes.

In conclusion, the minor issues in this bill, I think, are adequately
and properly covered by the bill itself. The main issue, as I see it,
is whether the States should be allowed to decide whether the moneys
are refunded to them, tax payments which they made, should be used
for administrative purposes, for payments of benefits, or both. And it
is my opinion, and that of most businessmen, that the States are fully
capable of making this decision and they should have the right to do so.

I wish to thank the members of this committee for their courtesy
in receiving my views, and I want to state for the Secretary and for
myself that the Department of Commerce is at all times ready to
render to this committee and other congressional bodies its utmost help
and assistance in every possible way.

The CaairMAN. That is an interesting plug for the Department of
Comimerce.

Thank you very much.

Any questions, Senator George?

Senator GEORGE. I have no questions.

The CaairMAN. Governor Roberts, please.

STATEMENT OF HON. DENNIS J. ROBERTS, GOVERNOR OF THE
STATE OF RHODE ISLAND

The CrAIRMAN. Governor Roberts, we are very glad to have you
here. We are sorry that the two Senators from your State are out of
this country. It is my understanding that they would both testify
along lines similar to your own testimony, if they were here.

Thank you very much for coming. ‘

Governor RoBErTs. Mr. Chairman, and members of the committee,
I am grateful for your permission to come here in view of the absence
of Senator Green and Senator Pastore from the country, to make a
statement on a piece of legislation that is of vital concern to the
people of the State of Rhode Island.

The critical condition of the employment security program in
Rhode Island has prompted me to appear before you to present ob-
jections to the loan provision of bill H. R. 5173, commonly known as
the Reed bill, and to support instead the principle of reinsurance con-
tained in the bill S. 710 introduced by Senators Green and Pastore.

That solvency is basic to the employment security program both
the President and Secretary of Labor Mitchell have recognized in their
recently prepared statements. They have both stressed the need for
protecting the solvency of State funds. The reasoning of the Federal
administration leads them inevitably to a position supporting Rhode
Island in the reinsurance issue which stated simply is that a State
unemployment insurance system can be assured of solvency only
when provision is made for outright Federal:grants in emergency
situations.
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The threatened insolvency of the Rhode Island unemployment
insurance reserve fund led us to be the first State to conduct in 1950 a
comprehensive study, Benefit Financing and Solvency of the Employ-
ment Security Fund. This study was conducted to determine why
the benefit expenditures were excessively high in Rhode Island and
what specific factors were responsible for this situation. We at-
tempted to work out an estimate of what our benefit obligations would
be in the future and the fund reserves we would require over an entire
business cycle. In other words, what tax rates would be required to
finance our program over such a period.

The results of that study clearly indicate that the provisions of the
Reed bill, with respect to repayable loans, would offer no solution to
Rhode Island’s problem of potential insolvency, but rather would
aggravate the conditions causing the insolvency.

A basic provision contained in the Reed bill causes particular con-
cern in Rhode Island, namely the provision for recovery of the loans
{na,dle to States by raising the employer tax above the 2.7 percent

evel.

Under the Reed bill the total real tax on employers over a period
of years could conceivably rise to 4% percent of payrolls. |

The result of this excessively high tax rate would literally force
our industry to relocate in other States offering more favorable rates
and new industry would be discouraged from locating in Rhode
Island. This condition would eventually increase unemployment and
benefit expenditures and decrease taxable payrolls and the dollar
yield of employer contributions.

Rhode Island’s attorney general has already ruled that the accept-
ance of aid of this character, whether it be termed a repayable loan
or an advance, would be in violation of the State’s constitution. Even
if such a ruling had not been made, Rhode Island could not in good
conscience accept such aid in the full knowledge that it would foster-
industrial attrition, discourage industrial replenishment, and wulti-
mately result in the economic deterioration of the State.

The CHAIRMAN. Would your constitution permit you to accept a

ant?
ngovernor RoBERTs. Yes; it would, Senator. The constitution pro-
hibition is against a loan without consent of the people. It ‘would
have to be submitted to referendum before we could accept it.

The CHAIRMAN. At some time during your presentation, Governor,.
1 would like to have your opinion of what has brought Rhode Island
to the situation in which it finds itself, so far as this situation is
concerned.

Governor RoBerTs. I think we deal with it in this statement.

However, an outright grant would not entail any such disadvan-
tages, but rather would permit the continued operation of internal
forces that stimulate economic growth.

That the Federal Government should assume some measure of
responsibility for the solvency of State funds is entirely consistent
with the recent proposals of President Eisenhower who has implied
such a responsibility in recommending to the States an extension of
benefits to protect the country against an economic recession. If the
administration deems it necessary to make such a recommendation
to the States, the Federal Government must assume the responsibility:
for underwriting State funds to assure their solvency..
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Rhode Island is frequently cited as an example of the need for im-
mediate legislation by the Congress to forestall insolvency of the
unemployment program in any individual State. It has been implied
upon occasion that Rhode Island’s financial plight may be attributed
to liberality, or improvident administration. These implications are
unwarranted and have been made by people unfamiliar with the State,
its benefit provisions and its economy.

Neither 11 its benefit rate nor in its duration of benefits is the Rhode
Island law unusually liberal. There are 29 States whose maximum
benefit rates constitute a higher percentage of the average weekly
wage than is the case in Rhode Island. Seventeen States have
maximum weekly benefit rates of $30 or more, while 14 States have
maximums of from $26 to $28 per week. Thirty-one States, therefore,
have current maximums above the Rhode Island maximum of $25.
This, incidentally, is exclusive of depende.its’ allowances which are
paid by nine States, each of which has a higher basic maximum rate
than Rhode Island.

The CEAIRMAN. What is the present rate in Rhode Island?

Governor RoBERTs. $25, Senator.

The CrairMAN. What are you collecting from the employer?

Governor RoBERTSs. 2.7.

The CuairMaAN. How long have you been collecting 2.7?

Governor RoBeErTs. To my memory that has been almost 7 years.

The CrairMAN. Proceed.

Governor RoBERrTs. Pardon me, Senator.

The CrairMaN. Go ahead.

Governor RoBERrTs. If we use duration rather than benefit rate as
a measure of the adequacy of an unemployment-insurance system,
the provisions of the Rhode Island law are even more inadequate in
this respect. The percentage of claimants eligible for the maximum
duration in Rhode Island is less than the percentage eligible in 48
other jurisdictions.

Rhode Island has recognized that it could not afford undue liberality
and has made positive efforts to strengthen its program where needed,
such as in requiring higher earnings and greater attachment to the
labor market as conditions for drawing benefits.

At the last session of the general assembly & new minimum-earnings
requirement was enacted which placed Rhode Island among the States
with the most restrictive qualifying provisions. In addition, the dis-
qualifying provisions of the act, with reference to reasons for separation
from work and availability for work, were strengthened. Therefore,
it is not liberality which causes our problem.

There is a natural limit to how much more the program can be
tightened either in its provisions or administration before it becomes
unduly cramped and restricted in providing wage loss offsets, thus
defeating the very purpose for which it was established. Moreover,
even if Rhode Island were to curtail beyond any other State, it would
not solve its financial problem.

The maintenance of a sound unemployment compensation program
requires constant vigilance. The enactment of a resolution estab-
lishing a study commission is but another indication of the awareness
of the Rhode Island General Assembly of this basic premise.

All studies conducted have revealed beyond all doubt that the cause
of Rhode Island’s high benefit costs lies wholly in the nature of its econ-
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omy-—an economy which is marked by a high degree of industrializa-
tion with such a concentration in unstable and seasonal industries that
a high percentage of insured unemployment is inevitable. Average
insured unemployment as a percentage of insured labor force has been
almost 8 percent (7.88) in Rhode Island in the period 1947-53; as com-
pared with a United States average of less than 4 percent (3.94) during
the same period.

Rhode Island is one of the most highly industrialized States in the
Nation. Its lack of natural resources and its limited agriculture
inevitably force it to rely primarily on manufacturing. This is fur-
ther aggravated by the fact that 70 percent of its manufacturing
employment is in the less stable light-consumer goods industries.
Its major industries are textiles, jewelry manufacture, and machinery
manufacture.

The worldwide decline in textile employment is further aggravated
in Rhode Island by the migration of many plants to the Southern
States under the inducement of cheaper electric power, lower wage
rates, abatement of property taxes. In addition, employer tax rates
for unemployment compensation are less in those States than the maxi-
mum of 2.7 percent which has been the established rate in Rhode
Island since 1949.

The CuaarmMaN. How does vour percentage of unemployment
compare with other States that have substantial unemployment?

Governor RoBerTs. We are very high, Senator. Mr. Bride, who
is the director of employment security can give you the exact figure.

Mr. Bripe. Our current rate is about 12 percent which is more
than double the highest estimate of the national average, and which
is higher than any other State.

The Caairman. I wan’t talking about the average. I was talking
about half a dozen other States that have high employment.

Mr. Bripe. I believe our current unemployment is higher than
any other State in the Nation, Senator.

The CrairRMAN. Generally speaking, how does it run with other
principal industrial States?

Mr. Bripe. It is perhaps double most of the industrial States,
today. Most of the industrial States today are probably around 6
percent unemployment.

The CrairMaN. Do any States that you know of have a higher
rate of unemployment?

Mr. Bripe. No, sir; not to my knowledge.

Governor RoBerTs. Textile manufacture comprised 45 percent of

all manufacturing employment in Rhode Island in 1950. It currently
colr)nprises only 29 percent, representing a permanent loss of 31,000
obs.
. The production of costume jewelry, which represents over 16
percent of manufacturing employment, is inherently seasonal in
nature, since it depends so largely on the prevailing dress fashions of
the moment.

The cost of paying benefits to workers in the textile and jewelry
industries in the fiscal year of 1952 represented 5.31 percent of the
taxable payrolls of these industries, while their contributions amounted
to only 2.7 percent. _

Recognizing that the real solution of our dilemma lay in the need
for a more balanced and more diversified economy, the Rhode Island



EMPLOYMENT SECURITY ADMINISTRATIVE FINANCING ACT 81

Legislature, at my suggestion, established a State development council
charged with the responsibility of aiding the expansion of old industry
and the attracting of new industry into the State.

We must, however, recognize that while this program is the real
answer to our problem and will eventually achieve our objectives, it 1s
necessarily a long-range plan. In the meantime, misfortune could
strike us and thus, in the absence of proper safeguards, do irreparable
damage to Rhode Island and the whole unemployment compensation
system nationwide.

Through it is our position that our need for Federal reinsurance is
of temporary duration, the nature of this need is of such extreme
acuteness that immediate action is required.

Even if Rhode Island’s need to rely on Federal reinsurance is of
short duration, we are fearful that another State, dominated by a
single industry which abruptly declines, might find itself faced with a
similar need in the future. Already there are five other States whose
economic conditions are bringing them close to a vulnerable point.

For these reasons it is apparent that the assumption by the Federal
Government of some measure of responsibility for the solvency of
State funds is entirely consistent with the nature of the country’s
economy wherein State boundaries are no barrier to the free flow of
goods and where characteristically a product consumed throughout the
Nation is produced only in » few States, the State thus having no
means of controlling the demand for goods which support its industries.

A principle analagous to Federal reinsurance is already applied in
the disbursing of Federal funds for administration of the State employ-
ment security programs. These funds are provided by a tax of 0.3
percent on covered payrolls, but the amount allocated to the various
States is determined by their needs rather than by the amount coxn-
tributed by their industry to this fund.

There are now approximately 18 to 20 States who face insolvency
each year in administrative funds, since the tax paid by their employers
to the Federal Government is insufficient to cover the costs of admin-
istering their State program. These States receive an outright grant
from the Federal Government each year which in effect covers the
difference betweer the taxes collected and the funds needed for
administration. Therefore, 1t 1s not inconsistent to extend this
principle of outright grants to provide the means to insure the ade-
quacy of reserves for the payment of benefits to the unemployed.

It i1s worth noting that the Federal administration regards as
important to the national welfare the establishment on a nationwide
basis of a benefit rate equaling 60-67 percent of average wages. This
is particularly significant in view of the fact that in past hearings on
the Federal reinsurance issue, opponents of this device have argued
that the solution to Rhode Island’s solvency problem lay either in
raising the tax, which, as we have shown elsewhere, would be disastrous
to our industry, or in reducing benefit amounts and duration.

Rhode Island has argued that such reduction would nullify the
beneficial effect that our unemployment insurance system has upon
our economy.

Rhode Island has also argued that the economic disaster which
such action might provoke in Rhode Island would weaken the national
economy. Now the Federal administration comes forward with a

\Iriftugl endorsement of the position consistently held by Rhode
sland.
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The national administration has suggested raising the Rhode
Island maximum benefit rate to either $38 or $42 per week. It also
suggested that uniform duration of 26 weeks be extended to all claim-
ants. Either of these combination of provisions would increase benefit
outlays by more than 1 percent of taxable payrolls, or an average of
$6 million per year. The amount of the excess over this figure that
such provisions would cost cannot be readily determined, but it would
be substantial particularly if the $42 benefit rate were to be used.

S The?CHAIRMAN. Will we have in this record rates charged in various
tates’

Mr. CarEy. Yes, sir, we will be submitting those.

Governor RoBERTs. In any event the burden of a 1-percent increase
in benefit expenditures would be palpably unbearable in view of the
already high rate of expenditures imposed by our economy.

The position of the Federal administration that purchasing power
must be maintained at a high level is also consistent with Rhode
Island’s position that the imposition of an employer tax in excess of
2.7 percent is unrealistic in the extreme. It must be recognized that
an emergency condition exists when an adequate unemployment in-
surance system cannot be maintained by a 2.7 percent tax. When
such a situation develops, in a given State, Federal action is clearly
called for.

It seems certain that anyone who accepts the basic tenets of the
Federal administration in this matter must find himself in complete
agreement with the proponents of ¥ederal reinsurance.

We strongly urge, therefore, that in considering the Reed bill you
delete the provision calling for repayable loans and substitute therefor
a provision making available Federal grants to distressed States.

The CrAIRMAN. Is there anyone in the room prepared to tell us
now what States tax more than 2.7?

Mr. Carey. We have the information, Mr. Chairman. In fact,
we list it State by State.

The CrairmMan. Will that come with your testimony?

Mr. Carey. It will come with our testimony and we have copies
here now.

The CrairMaN. Thank you very much.

We appreciate your having come, Governor.

Governor RoBeErTs. Thank you very much, Senator, for your
kindness.

The CrairmMaN. Mr. Carey——
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STATEMENT OF JAMES B. CAREY, SECRETARY-TREASURER, CIO,
PRESIDENT, INTERNATIONAL UNION OF ELECTRICAL, RADIOC
AND MACHINE WORKERS OF AMERICA; ACCOMPANIED BY
MRS. KATHERINE ELLICKSON, EXECUTIVE SECRETARY, CIO
COMMITTEE ON SOCIAL SECURITY; HARRY KRANZ, LEGISLA-
TIVE DIRECTOR, NEW JERSEY STATE CIO COUNCIL; AND PAUL
SIFTON, WASHINGTON REPRESENTATIVE, UAW, AND CHAIR-
MAN, SUBCOMMITTEE ON SOCIAL SECURITY LEGISLATION OF
THE NATIONAL CIO LEGISLATIVE COMMITTEE

Mr. Carey. Mr. Chairman, I am James B. Carey, sccretary-
treasurer of the Congress of Industrial Organizations, and president
oflgme International Union of Electrical, Radio and Machine Workers,
CIO.

I am accompanied by Katherine Ellickson, executive secretary, CIO
committee on social security; Harry Kranz, legislative director, New
Jersey State CIO Council ; and Paul Sifton, Washington representative,
United Automobile Workers, and chairman, subcommittee on social
security of the national CIO legislative committee. |

We want to stress today two main subjects: First, the very harmful
nature of the Reed bill, H. R. 5173, and, second, the type of construc-
tive program which Congress should enact to deal with growing
unemployment. The two subjects are closely related because the
destructive nature of the Reed bill emerges all the more clearly in
contrast to the requirements of the current situation.

We have four major objections to the Reed bill:

1. It would resuit in holding down and cutting unemployment
benefits at the very time that their improvement is most needed.

2. It would force States, as a condition of receiving Federal loans,
to raise the employers’ tax rates in a period of growing unemployment.

3. It would refuse outright grants to States heavily afllicted by
unemployment, but would set up a plan which, in future years of
slight unemployment, would make grants to all States automatically
regardless of need.

4. It would undermine Federal leadership in maintaining and
improving unemployment insurance in the very type of peried that
such leadership is most needed.

We shall explain these effects of the Reed bill during the course of
our testimony as part of our discussion of the improvements which
we believe Congress should now enact in the Federal-State unem-
ployment insurance system. We prefer to present a positive program
for your primary consideration since this is the crying need of the
Nation with recession underway.

Our positive proposals may be briefly stated as follows:

1. Unemployment benefits should be liberalized substantially in
regard to amount, duration, eligibility, disqualifications, and coverage.
Since the States cannot be relied on to enact essential improvements,
gongress should set Federal minimum standards to be met by the

tates.

2. Federal aid should be made available at once to States with high
unemployment levels on a reasonable basis so that they can and will
provide adequate benefits without risk of being unable to meet pay-
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ments. This type of aid is required whether or not Federal minimum
standards are enacted. In a period of business decline, falling pur-
chasing power, and growing unemployment, employer contribution
rates should not be forced to ever higher levels as a condition of receiv-
ng Federal aid.

3. Adequate funds for effective administration of the State employ-
ment security agencies should be provided through regular congres-
sional appropriations and through a contingency fund of $25 million
to $50 million to be utilized in periods of heavily increasing costs.

At its 15th constitutional convention in November 1953, the CIO
unanimously adopted a resolution on unemployment insurance and
the Employment Service which I should like to introduce in the record
as 8 summary statement of the CIO policies in this field.

The CrairmMaN. Have you handed that to the reporter?

Mr. CareY. Yes, I have.

The Crairman. Thank you.

{The document referred to follows:)

UNEMPLOYMENT INSURANCE AND THE EMPLOYMENT Smnvrcmv

During the past year we have continved the struggle for an adequate employ-
ment security system against the powerful opposition of certain employer groups
who bave never really believed in unemployment insurance.

In spite of strenuous efforts by our affiliates to improve State legislation in 1953,
Jess thap half the State legislatures which met raised maximum benefits and less
than one-fifth increased duration. Over one-third of the States still will not pay
any worker more than $25 a week when he is unemploved through no fault of his
own, and only 11 will pay more than $30 a week. While benefits have lagged
badly behind wages, and increasinzly severe eligibility disqualification provisions
have beepr enacted, employers’ tax rates have beer held to lower levels thap were
anticipated when tbe program was started in 1935.

The 83d Congress slashed appropriations for the Burecau of Employment
Secvrity of the United States Departmert of Labor and for grants to the State
employment security agencies: Now, therefore, be it

Resclied, That the Congress of Industrial Organizatior s reasserts its conviction
that the Federal Government has a responsibility to provide adequate insurance
protection to unemployed workers through a unified system, minimum standards,
or supplementary benefits.

So long as we have State systems, we favor Federal grants to States which be-
cause of high unemployment rates cannot support proper benefits without levying
relatively high taxes which place employers at a comnetitive disadvantage.

We oppose the harsh loan provisions of the Reed bill, which under the guise of
helping States with low reserves, would enforce higher taxes and thus increase un-
employment, which would be inadequately compensated.

e continue to oppose all efforts to undermine the authority of the Federal
agency to see that State systems respect the safeguards of labor standards enacted
in 1935. We call on the Bureau of Employment Security in the Department of
Labor vigorously to enforce these provisions.

We deplore cuts in appropriations that have seriously affected the Federal
Bureau of Employment Security and the State employment security agencies,
resulting in the closing of many local employment offices, in the widespread adop-
tion of biweekly, instead of weekly, reporting by claimants and payment of bene-
fits, and in many other ways hampering program improvements. We reaffirm
our belief that the proper remedy is adequate Federal appropriations, and we
continue to oppose proposals such as those in the Reed bill, which would make a
farce of the F‘rc)adera.l appropriation process and would tend to undermine all effec-
tive Federal leadership. . .

We call upon the Interstate Conference of Employment Security Agencies, and
the State employment security administrators individually, to cease their Federal
tobbying activities in support of the Reed bill and against other measures favored

y labor. :

We urge our affiliates to continue to seek improvements in State employment

security laws so that all workers may have decent protection as a matter of right.
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'The securing, through collective bargaining, of guaranteed annual wage plans inte-
grated with unemployment insurance, will aid our campaigns for better employ-
ment security laws.

Mr. Carey. On January 20, the CIO Social Security Committee
reviewed the President’s messages in the field of social security and
approved u statement containing the following paragraphs dealing
with unemployment:

Tne President has not realistically dealt with tbke problem of unemployment
compensation despite rapidly shrinking emplovment throughout America.
Essentially, he has passed the buck to the States, which have failed miserably in
the past.

Benefits are too low and payable for too limited a period and there are too many
disqualifications. Legislatures dominated by business interests will not improve
unemployment compeusation, despite Presidential wishes.

What is reeded is national legislation, providing adequate benefits for at least
a 39-week period. We shall continue our fight to achieve this goal.

Consideration must be given to the special problems of distressed areas, which
increase in number daily.

I present these official statements to emphasize the deep concern
.of all our affiliated organizations with this problem. The impact of
unemployment has so far affected some industries more than others,
and some regions more than others, but in all segments of our member-
ship there is concern that the evil will spread.

The dangers of growing unemployment were stressed in the recent
report of the Joint Committee on the Economic Report of this Con-
gress. Among its statements is the following:

The recent decline in economic activity has sometimes been characterized as
an ‘‘inventory adjustment’”’ and has been in this respect likened to the economic
adjustments experienced in 1949. It would be a mistake, we believe, to conclude
from any superficial similarities between the two periods that similar forces can
be wholly relied on in the present situation to bring about the desired stabiliza-
tion and growth. The slackening of business activity in 1949 came at a time
when the tremendous backlog of automobile, housing, and consumer durable
demand inherited from the period of wartime restrictions was still largely un-

satisfied. The current situation differs in that much of the compelling drive
inherent in this type of pent-up demand is no longer present.

Rockbottom official figures counted over 3 million unemployed
workers in January, a substantial increase over the year before and
-over earlier months. Unemployment insurance claims are nearly
.double those of a year ago, totaling approximately 2.2 million a week.
In addition to layoffs and outright shutdowns, short workweeks re-
sulting in scant paychecks have been spreading. In January of this
year, the average workweek in manufacturing was 1% hours less than
in the same month in 1953.

The Federal Reserve Board Index of Production is down 10 per-
cent from the 1953 peak month, even allowing for seasonal change.
Total personal income in the United States, seasonally adjusted,
showed a decline which, if extended over a year, would mean a loss of
$5 billion. Farm income was off more than $2 billion in 1953 as
compared with 1952.

At the end of February, steel output was scheduled at 70.5 percent
pfdcapacit,y, reflecting in part lowered demand from the automobile
mdustry.

While no one can foretell with certainty how much of a spring
pickup will come, plain commonsense demands that legislation we
enact now shall help to restore prosperity, not to risk or accentuate
further decline.
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Our Nation requires continued expansion of production and ever
higher levels of employment and income if our own people are to
%rosper and if we are to continue necessary aid to our allies abroad.

nemployment in this country will be reflected elsewhere. It will be
the ally which the Kremlin has long been awaiting.

We emphasize current economic trends because we believe it
essential that the Reed bill be considered in this framework. The
House passed this bill during a period of very high employment, when
the number of persons looking for jobs was a very low figure for a
peacetime period. All the greater responsibility is therefore placed
upon vour committee and the Senate to scrutinize the ominous pro-
visions of this bill in the light of a downward economic trend.

Many supporters of this bill have not taken time to examine its
effects in detail, especially since the decline in business has been clear.
The bill is being carried forward by the momentum engendered in
earlier years.

I have here a photostatic copy of a 7-page memorandum from the
representatives of the State administrators which throws light on the
type of campaign resorted to in order to rush this piece of legislation
through your committee and the Senate.

This document, dated November 5, 1953, is addressed to State
administrators from the President and legislative committee chair-
man of the Interstate Conference of Employment Security Agencies.
Its subject is the Reed bill. It starts off with the following underlined
sentences:

Passage of the Reed bill, H. R. 5173, constitutes the most important legislative
objective of the interstate conference in the coming year. Such is the opposition
that concerted and immediate action by all the bill’s supporters is essential to
assure its passage.”

The next to the last paragraph reads:

As soon as possible and within the next month and a half, contact both of your
Senators and any others you may he able to, directly or, often better through those
whose opinion would be valued by them. See that they are clearly aware of the
problem and of your views and the views of all in your State who support the bill.

While the document seems to give the arguments for and against
the bill, it naturally is oriented at securing support. Ome of its
striking features is its lack of attention to the very problem of national
business decline which now confronts the Nation. There is a striking
lack of comprehension that unemployment is a national problem of
national concern.

In view of the intensive drive stirred up by the interstate conference,
and the limited nature of the material presented to people in the States
by the State administrators, it is no wonder that apparent support
has been obtained. One of our own State labor officials, serving on a
State advisory council, told us with chagrin how his own State
administrator had raised the issue of the Reed bill late in a meeting
and had secured support of it by the advisory council without the
labor members realizing what the basic issues were or the reasons why
the CIO and AFL alike have opposed the bill.

We shall now explain our reasons for our positive proposals.

1. Unemployment benefits should be liberalized substantially.

The inadequacy of present benefit provisions has been widely recog-
nized. President Eisenhower in his economic report to the Congress
on January 28 stated that—
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Unemploymeni insurance is a valuable first line of defense against economic
recession * * * When set at appropriate levels, |benefits] can sustain to some
degree the earner’s way of lifc as well as his demand for commodities. Thus,
unemployment insurance pavments can help to curb economic decline during
an interval of time that allows other stabilizing measures to become effective.

While we would have preferred stronger recommendations on the
part of the President for improving unemployment insurance, we
believe it appropriate to quote two sections of this report:

AMOUNTS OF BRENEFITS

A second inadequacy is the size of benefits. Originally, upon the recommenda-
tion of the President’s Committee on Economic Security in 1935, the States set
benefits generally at 50 percent of weekly wages. Howeve,, they also fixed dollar
maximums which have since significantly curtailed the benefits. The effective
ratio of average weekly unemployment benefits to average weekly wages of
covered workers was 13 percentin 1938. Since then, with dollar maximums failing
to keep pace witn rising wage levels, the effective ratio has fallen to 33 percent.
At present, these maximums are typically between $20 and $30 weekly. 1t is
suggested that the States raise these dollar maximums so that tne payments to
the great majority of the beneficiaries may equal at least half their regular earnings.

DURATION O BENWFITS

A third deficiency is the duration ot henefits. Only 2 dozen States provide
for 26 weeks, and orly'4 of these pay benefits tor that length of time to all persons
who meet minimum requirecments for any bhenefits. During the 1949 recession,
almost 2 million persons exhausted their rights, most ot them in less than 4
months. Yet a conspicuous feature of unemployment is that, as it increases in
amount, it also increases in duration for the individual. TFor example, in April
1940, when unemployment was large, three-fifths of those seeking employment
had been out of work 6 months or longer, compared with an average duration in
1953 of less than 2 mouths. It is urged, tnerefore, that all of the States raise
the potential duration of unemployment benefits to 26 weeks, and that they make
the benefits available to all persons who had had a specified amount of covered
employment or earnings. A 6-month pericd would not prevent exhaustion of
benefits in a severe slump, but in & minor downturn it should be adequate for a
great majority of the claimants.

The Joint Committee on the Kconomic Report endorsed the
President’s recommendations in the following paragraphs, pages
7 to 8:

Unemployment compensation has long been regarded not only as support to
those temporarily displaced by the shifting opevations of a dynamic economic
system, but as a program heneficial to the entire economy because of its “‘built
in’’ stabilizing features. Wnether or not one helieves that the recently rising trend
in unemployment will soon right itself or that it threatens to become worse in
the months ahead, it is highly desirable that the Federal Government, in coopera-
tion with the States, do evervthing possible (1) to relieve individual distress from
unemplovment, and (2) to minimize the loss in consumer demand with its cumula-
tively bad effects upon the rest of the economy. The committee wishes to
underscore the statement contained in the President’s message vhat ‘‘unemploy-
ment insurance is a valuable first line of defense against economic recession.”

The present economic outlook thus presents precisely the situation under which
the provision of an adequate unemployment insurance program is most imperative.
Under the circumstances there can be little disagreement with the objectives of
the President’s program. Broader coverage and strengthening the State systems
will help maintain consumer demand and aid in forestalling or countering risin
unemployment. We commend the President’s suggestion that the States shoul
raise the potential duration of benefits and their dollar maximums on weekly
benefits so that payments to the great majority of beneficiaries may be restored
to a larger percentage relative to their regular earnings.

The Secretary of Labor as requested by the Senate, sent a letter to
all State governors on February 16 regarding improvements in the
State laws. If this has not already been introduced in your record,
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I hereby request that it be incorporated, since the attachments con-
tain much valuable material on the lag of maximum weekly benefits
behind wages, and on duration provisions. |

The CrairMaN. Mr. Carey, where are you reading now?

Mr. Cargy. I just made an insert, sir, and I insert this material
which I believe is not yet in the record.

The CaAIrRMAN. It will be put in the record.

Mr. Carey. Thank you.

(The document referred to follows:)

CorY oF LETTER ADDRESSED TO ALL STATE GOVERNORS FROM SECRETARY
MircHELL DaTED FEBRUARY 16, 1954

I am writing you at the suggestion of President Eisenhower regarding improve-
ment in and expansion of the unemployment insurance program. Since this is a
jointly operated Federal-State program, we want to work with you so that we can
fulfill our respective responsibilities.

There are several areas in which we believe the unemployment-insurance pro-
gram needs to be sirengthened in order to realize its full potentialities in providing
protection against unemployment. These are the extension of the system to
additional workers, improvement in benefits, protection of State funds against
insolvency, and more adequate financing of administration.

The President has recommended action to Congress to improve the program
in some areas and is su%gesting action by the States in several other areas. Spe-
cifically, the President has recommended to the Congress changes in the Federal
Unemployment Tax Act which should result in the States’ extending protection
to some 4 million additional workers. These include, primarily, employees in
firms with one or more workers at any time. In addition, the President has
recommended unemployment insurance protection for the 2% million civilian
employees of the Federal Government. I hope that you will call the atiention of
your legislature to the desirability of similar action to extend the protection
afforded by your own program to Stale and local government employees.

The President is also recommending to the Congress amendment of the Federal
Jaw so that the States can give new and newly covered employers the advantage:
of experience rating after 1 or more years of coverage under the program, instead
of after the 3 or more years now required. In addition, he is making certain
proposals to the Congress which will safeguard State unemployment funds against
insolvency and will permit more adequate financing of employment security
administration,

The President has also directed attention to the fact that the present statutory
benefit maximums under State laws have resulted in too high a proportion of
claimants getting less than 50 percent of their weekly wages. Only by raising
these maximums in line with the rise in wages and living standards can the pro-
gram serve its purpose of providing sufficient purchasing power to aid in assuring
an adequate benefit to the worker for loss of earnings and to effectively help in
curbing economic decline. His report describes, as a desirable goal of the program,
that maximum weekly benefits be raised ‘‘* # % 50 that the payments to the
great majority of the beneficiaries may equal at least half their regular earnings.”

In his Economic Report the President has also called attention to the impor-
tance of assuring longer periods of unemployment insurance protection. This is
needed, since when unemployment increases in volume, it also increases in dura-
tion for the individual. he President has urged that all States provicde 26 weeks
of benefits uniformly to all eligible claimsnts, in order to assure that even in a
minor business downturn most workers would remain protected by the program
until they could find other jobs.

At its most recent meeting in January the Federal Advisory Council on Employ-
ment Security took action supporting the President’s recommendations on im-
proving weeklv benefits. The Council recommended that in each State, the
maximum weekly benefit amount should be equal to at least 60 to 67 percent of
the State’s average weekly wage. . i

Recognizing that these are matters for State rather than Federal action, I
suggest that you evaluate the protection afforded by the provisions of your State
law as compared with the goals mentioned above. At the same time, of course,
you will wish to make sure that qualifying requirements are such as to assure that
only workers in fact attached to the labor force are entitled to bencfits.
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The strength of {his program is of great interest and concern to the Iederal as
well as to the State governments. It is one of the more important measures—
along with credit and debt management, tax and lending measures, foreign trade,
farm and public works plans—wnich the President referred to in discussing the
Nation’s economic growth and stability. Unlike some of those mentioned, this
program is one where vigorous and farsceing State action can do much, dircetly
and immediately, to promote the Nation’s economic health. I should like to lend
my efforts to hefp achieve close collaboration between the Federal Government
and the States in this cooperative effort.

The Bureau of Employment Security of the Department is furnishing materials
to the head of your employment security agency which should be useful in evalu-
ating the adequacy of the benefits provided under your unemployment insurance
law. I shall also be pleased to keep you informed from time to time on the
progress of those measures which the President is proposing for congressional
action and other deveclopments pertaining to the employment sccurity program.

Yours very truly,
/s JaMES P. MITCHELL,
Secretary of Labor.

SuMMARY TABLES oN MaxiMuM WEEkLY BENEFIT AND DURATION PROVISIONS

When benefits were first payable under the State unemployment-insurance
laws, all States but 3 provided a maximum weekly benefit amount of $15. In
Illinois and Michigan the maximum was $16; in Wyoming the maximum was 318,

By the end of 1939, 3 additional States (Ala.ska., Rhode Island, and Utah) had
increased the maximum to $16 while California, Idaho, and Louisiana raised it to
$18. The bulk of covered workers (77 percent) were employed in the 42 States
with 2 $15 maximum.

As illustrated in table 1, maximum weekly benefit amounts had been increased
above the original limits in most States by the close of World War II. By
December 1945, only 10 States had retained their original $15 maximums while
19 States, with 45 percent of the Nation’s covered workers, provided for $20
maximums; 31 percent of covered workers were employed in States with maximums.
ranging from $21 to $25.

As of the most recent date (December 1953), 42 States with almost 90 percent
of the covered employment have basic maximums of $25 or more; in 17 of these
the maximum is $30 or more.

Table 2 shows the maximum amounts provided as of the close of 1939 and 1953,
the average weekly wages of covered workers for calendar years 1939 and 1952,
and the respective ratios. These data indicate that since weekly wages have
increased at a greater rate than did the maximums the respective ratios have
declined in each of the States. In 29 States, for example, the present ratio of the
maximum benefit to average weekly wages is 40-49 percent, and in only 3 States
is the ratio as great as 50 percent; in 1939 all but 2 States had ratios of 50 percent
or more:

Number of States
Maximum as percent of average weekly wages 1
1939 1953
20 0 B9 e e mm e omemem e e mmemm e e - 19
B0 00 4 e 2 29
B0 60 B0 o e e e e e e 33 3.
(UE:S 0 T B0 ) ) U T P,

1 Excludes dependents’ allowances.

In using these data, it should be noted that the avenage weekly wage data
pertain to the wages of all covered workers, including those whose earnings are
Insufficient to entitle them to the maximum weekly benefit. If data were avail-
able, the comparison would be made on the basis of average weekly earnings for
those claimants eligible for the maximum. The resulting pereentages might be-
somewhat lower. '
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If the States were grouped by their 1953 maximum weekly benefit amounts, it
is noted that the ratio to weekly wages declines as the maximum declines:

Average Percent,
Maximum weekly benefit amount (basic) N“g&?g of weekly | maximum to
wage weokly wage
B30 10 B35« oot cacaan- 17 $70 43
$26 t0 328 . e cccccccemeacaceccmne———— 14 71 39
822 L0 82D - e e ccm e ——— 16 67 37
B0 e mmemcmeccmm—memmaeaen 6 63 32

Increases in the maximum weekly benefit amount provided under State unem-
ployment insurance laws have been accompanied by a rising proportion of pay-
ments at the maximum amount. In 1939, for example, roughly one-fourth of all
payments for total unemployment were issued at the maximum; during 1952 the
percentage averaged 55 (table 3) and ranged from about 4 percent in North
Carolina to 85 percent in Alaska. These proportions are somewhat higher if we
examine data on the number of claimants at the maximum because the data on
number of weeks compensated are weighted downward by the duration of pay-
ments made at the lower weekly amounts. Thus, during the most recent period
available, 58.8 percent of claimants were eligible for maximum weekly benefits

These percentages are arrayed by size in table 4. Here it is noted that in 16
States, including a number of highly industrial areas, the ratios exceed 70 percent,
while in 13 others they range from 60 to 69 percent.

Table 5 contains figures on the hypothetical maximum weekly benefit amount
at given percentages of average weekly wages. Thus, if the maximum were
established at, for example, 60 percent of average weekly wages in covered em-
ployment, it would approximate $33 in Alabama, $71 in Alaska, etc. The
comparable estimates set at two-thirds of average weekly wages are indicated in
the last column of this table.

The increases in weekly wages as compared with those in State maximums are
shown in table 6. Here, the States are grouped according to the increase in
average weekly wages from 1939 to 1952 and, within each groué), the percentage
increase in maximum (excluding dependents’ allowances) listed.

The significant duration provisions of State unemployment insurance laws as
of the close of 1949 and 1953 are listed in table 7. This summary may be useful
in the interpretation of the data on claimants exhausting wage credits shown in
table 8. Data for 1949 and 1950, as well as 1953, were selected for the latter
table in order to show the effect of changing ecconomic conditions on exhaustion
ratios among the States.

Table 9 shows the respective fractions or percentages of wages used in the
computation for the weekly benefit amount for total unemployment under the
December 1953, provisions of State laws.

TABLE 1.—Distribution of number of Slates and covered employment (19562) by
basic maximum weekly benefit amount, December 1939, 1946, and 1963

Doc~mber 1939 December 1945 December 1953
Maximum weekly benefit
amount (basic) ! Number | Percent of | Number | Percent of | Number | Percent of
of covered 0 covored ol covered
States employees States employees States employecs

Total .. e 51 100.0 51 100.0 51 100.0
815 e 42 77.0 10 % T P P
816, e 5 12.9 3 2.2 e aaee e
$18. e 4 10.1 12 14,2 | e
$20. e ceecccaccccaccccec|em e e e Ig ggg 5 7.4
3 S UUR] PSP PRSI Y S P D
822 e ceicccccccomoenme|ceecaccmcac]enamaaaeaas 2 5.9 3 3.5
L2 SRR R BSUIPRIPIIPT PO IURIPRII PR 1 .3
L 7, SIS PRI PRI 2 1.8 11 190.0
v USSP PRSP IO ORISR PR 5 4.8
Y1 2RI PRI PRI RO RIDRRIIN PSR, 4 15.0
827,50 e e e e e s 1 2
7. SRRSO PRSPt PIOUPOIIPIPIS PRI RRIUP SN 4 3.6
1) TSNP (FOIIGIIPNISUIVIDY PRI RN PRI P 16 43.9
[ % RO PNV FPRRIORIII PSR PSS 1 2.2
<L U EUU OISV FIIR I PUSUUIRI I PP 1 .1
]

1 Excludes dependents’ allowances.
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TABLE 2.—Mazimum weekly benefit amount and ratio to average weekly wages df
covered workers, 1939 and 19563

Maximum weekly
beneflt amount

Average weekly wages,
covered workers

Maximum as percent
of weekly wages

State
Decem-| December Decomber | Decomber
bor 193] 1053 ! 1839 1952 1939 1053 3
g1+ Y U FUUIEPPIN PSSO $28.15 $00.00 [ fecaeanaa.
Alabama. e ceccaaanan. $15 | $22.00 17.64 55. 84 85.0 | 30.4
AlRSkn . oo 16 35. 00 §70) 35. 23 119. 08 45.4 | 29.4 §58. 8;
ATIZONB - oae e e et eeeeeee e 15 20.00 (26) 24. 52 68. 62 61.2] 20.1(37.9
ATKANSAS . oo cc e ccccmcecc e 16 22.00 15.98 48. 86 93.9 | 45.0
Colfforndd ee e cmee e 18 25.00 30. 40 76.04 69.2 | 33.3
Colorad0. o e oo e 15 28.00 $35) 24. 79 67.39 60.5 | 41.5 gﬁl' 9;
Connecticut - e ceeee e 15 30. 00 (45) 27. 41 72.81 54.7 | 41.2 (61.8
DOlaWRI® . - - - cceecceenccccccnecnna 15 25.00 27.02 71.68 55.6 | 34.9
Distriet of Columbia. - ...._.._. 16 | 120.00 25.74 65. 28 68.3 | 30.6
Florida - oo eemee e 16 20.00 18. 44 50.89 81.3 | 3b.2
€ 1:") ¢4 1 YN 16 26.00 17.65 53. 37 85.0 | 48.7
Howall. o oo ieeeeeeeeas 15 25. 00 18. 563 56. 45 80.9 | 44.3
) (3 1Y 4 Vo NN PN 18 25.00 21.60 063. 48 83.3 | 30.4
OUNOIS. - e e aes 16 27.00 29,27 76. 33 54.7 | 35.4
Indiana._ . occooo e eeaeea 16 27.00 26. 44 73.07 56.7 | 37.0
) (1) SN 15 26.00 23.00 64. 05 65.2 | 40.6
Eansas. coceccemmmmc e cceeee 15 28.00 22.02 67. 45 66.3 | 41.5
KentucKky . o comceeeceicceeeean 15 28. 00 21.29 62.13 70.5 | 45.1
Loulsiang. ..o cc oo 18 25.00 20. 56 50. 09 87.56 | 42.3
Malne. - ccce oo 16 27.00 20. 28 57.90 74.0 | 46.
Maryland. - - oo .. 16 30. 00 (38) 23.78 61.15 63.1 | 49.1 (62.1)
Massachusetts. .. ... ...._.... 15 | 126.00 26. 49 62.71 60.6 | 39.9
Michigan._ . ool 10 27.00 (35) 30. 30 83.33 52.8 | 32.4 (42.0)
Minresotd o v eeaaaae 15 30.00 24.29 66. 37 61.8 | 45.2
MiSSISSIPPA - - weeeeceme oo 15 | 30.00 15.71 47.81 95.5 | 62.7
Issourt. ..o e e 15 25,00 25.02 66. 56 60.0 | 37.6
Montans . ..-cciemoe e 15 23.00 25. 43 64. 62 60.0 | 35.6
Nebraska .« oo - eoc e cciaceeas 15 26. 00 23.17 60. 93 64.7 | 42.7
[ £: Ve SR 15 30.00 (50) 208. 87 74.35 65.8 | 40.3 (67.2)
Now Hampshire_______.__..____.. 15 30.00 20.73 56. 98 72.4 | 52
Now Jersey--cccemceccccieaecan- 15| 30.00 21. 51 74.36 64.6 | 40.3
New Mexleo.ovome o eeecaeaes 15 30.00 21.48 63.06 09.8 | 47.6
Now YorK. o occommoecceccceaeen 15 30.00 30. 55 74.31 49.1 | 40.4
North Carolina.. ... ... ___.______.... 15 30.00 17.17 51.90 87.4 | b7.8
North Dakot. - oo .. 156 26.00 232) 21.83 61. 96 68.7 | 42.0 251. 6;
1011 15 30.00 (35) 27.902 74.57 53.7 | 40.2 (46.9
Oklahoms e o o o ceeoe e 15 28.00 24.77 66. 51 60.6 | 42.1
Oregon . e m 16 25.00 28, 81 73.47 52.1 | 34.0
Ponnsylvania. ... _..._._____._.__ 15 30.00 25. 81 66.08 68.1 | 45.4
Rhode Island . . ___._._._.___. 16 25. 00 23.28 62. 67 68.7 | 30.9
South Carolina__ ... __._____.._. 15 20.00 16.32 55.18 07.9 | 36.2
South Dakotd. - v vooeee e 15 25.00 22. 20 59.32 67.6 | 42.1
T ONNeSS00.- - - - o eceem e ceeee - 15 26. 00 19. 58 57.09 76.6 | 45.5
P OXBS o o e 15 20.00 23.01 65. 47 65.2 | 30.6
Utah o o e 16 27.50 23.92 63. 58 66.0 | 43.3
Vermont .. v e 15 25.00 22.29 60. 61 67.3 | 41.2
Virginda . oo oL 16 22.00 20. 45 67.32 73.3 | 88.4
Washington. __ ... _._______ 15 30.00 20. 96 72.62 55.6 | 41.4
West Virginia_ .o _._.. 15 30.00 25.03 08.33 59.9 | 43.9
Wisconsln . oo ooeoe oo . 15 33.00 27.40 71. 50 54.7 | 46.1
Wyoming....oo oo 18 | 30.00 (38) 23.42 64.15 76.9 | 46.8 (66.1)

! Figures in parentheses represent maximum including dependents’ allowances, except in Colorado where
the maximum is higher for claimants meeting certain requirements. The District of Columbia maximum

Is the same with or without dependents. Fi
be based on an assumed maximum number o

gure not shown for Massachusetts since it would necessarily
{ dependents.

1 Rates based on average weekly wages of covered workers for 1952 since 1953 data not yet available.
Figures in parentheses based on maximums including dependents’ allowances.

45744—54——17
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TABLE 3.—Proportion of weeks compensated and claimants eligible for the mazximum
weekly benefit amount,! calendar years 1939 and 19562; and 12-month period ending

Sept. 30, 19683

Proportion of weeks comn- | Proportion
pensated for total unem- | of insured
ployment at maximum | clajmants
weekly benefit amount | eligible for

State maximum
weekly bene-

1o

2 months
1939 1052 endiog Sant.

30, 1953
Motal - e 25.8 55.4 158.8
AlabAMG e oL 6.8 51.2 55. 4
) N USSR 384.6 84.6 72.0
AMIZONS . o s 32.4 71.0 78.3
ATKADSAS. o oo 6.2 35.9 43.2
107117007 1 1 - VL R S SO 226.0 62.6 72.5
Colorad0. oo e et 25.7 72.8 73.8
Connecticat . - oo el 17.9 64.5 60.8
Delaware. oL 13.7 62.9 56. 4
Distriot of Columbia. ... 14.7 64.2 69.2
Florida - - oo ool 13.5 45.8 51.8
QOOTEZIB oo oo oo e e e 5.0 50. 2 41.7
Hawsail - oo 10.8 39.7 45.8
Idaho o e 220.0 68.5 71.9
TIN0IS . oo e el 247.8 71.5 76.3
Indiane. e 31.1 64.0 67.4
JOWB e 15. 4 64.7 67.0
KANSaS - oo e 28.3 53.3 61.5
KentucKy o oo e 8.4 26.0 34.5
Louisiang .o e 212.6 52.9 64.8
Maine . oo 6.1 7.8 14.8
Marylang . ..o 15. 4 47.6 45.6
Massachusetts. ..o 20.6 80.7 78.6
Micbigan. .o e 253.1 7.7 85.4
Minnesota oo 22.7 18.5 26.6
MiSSESSIPPI - - - o e m oo cccecccca- 4.2 25.9 16.5
Missour. oo 14.8 47.1 63.4
Montans . - - e cem e 28.4 74.1 77.8
Nebraska . v e oo 12.1 65.1 67.6
Nevadsd . .o oo cmem e 55.8 66. 6 68.4
New Hampshire_. . ... ... Fememm——am e ama- 10. 4 31.6 31.2
New Jersey _ oo eomcmam e mememem e 21.6 67.1 72.2
New MexXiCo. . com e 2.6 57.7 60.0
New YorK. e emceeaean 33.4 51.90 48.3
North Carollna_ __ e 2.2 3.8 7.4
North Dakota. . oo e oo 17.4 71.6 72.6
10) 4] T YN S SRR 18.6 59.5 68. 6
10) 4 E: 1oL ) 11T S USRI 27.2 69.8 66.9
OTeBON . _ - e e e ccceccccc e 40.2 63.9 61.2
Pennsylvanis. . . oo 30.7 50.3 52.9
RhodelIsland. ..o 316.8 76.8 76.6
South Carolins. . . .. 2.8 70.2 75.8
South Dakota _ _ .. e 13.9 76.0 74.3
TeNNeSSeO _ — o cemeemccececcmccceccmceeccemecccmem——cemn——- 6.0 36.7 37.4
P eXBS. o oo e o emmccm e e e e cemcmmmcecccmeceemeem—emeam—a- 18. 4 61.9 60.8
Ut e 326.3 6r.7 72.5
L= 1100 o} A OO 13.5 47.4 4.7
Virginie e 8.9 50.5 48.7
Washington _ _ . e aaes 35.8 40.9 53.2
West Virginda . il 0.4 43.2 41.9
WHSCONSIN - - e 16.7 49. 8 ®

WYOmINg. oo e eememmmmmm—cecemse—m—e-- 3152.9 79.1 79.2

1 Excludes dependents’ allowances.

2 Data for 1939 represent paymentsat ‘“$16 or more.”” Percentages shown for the 9 States in the maximums

of $16 or $18, therefore, are overstated.
3 Excludes Wisconsin: comparable data not available.
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TABLE 4.—Sltates arrayed by percentage of insured claimants eligible for mazimum
weekly benefit, 12-month period ending Sept. 30, 1963 1

State Percent State Percent
1. Michigan. ... 86.4 || 26. KaNSAS. oo oo oo ccem———ee 61.5
2. Wyoming_________ o __.. 79.2 || 27. Oregon. oo e cc——ee 61.2
3. Massachusetts. .. ... . ___...__.._.._. 78.6 || 28. Connecticut .- . 60.8
4. ) 1 SN 78.3 || 29. New Mexieo. oo aanmeo e aa . 60.0
6. Montana_____ . ____ .. . .. 77.8 || 30. Delaware. .. .o oo 56. 4
6. Rhode Island._ ... ____________..____ 76.6 || 31, Alabama._ . ... ____._ 55. 4
7. 0ipols_ . _________ ... 76.3 || 32. Missourl. . .. e ___. 53.4
8. South Carolina. ____.__________________ 75.8 || 33, Washington_______________.________.... 53.2
9. South Dakota. .. .. ._______________.. 74.3 || 34. Pennsylvanla____._________ . .______._. 52.9
10. Oolorado. . .o oL 73.8 1| 35. Florida. . oo ieeeeeeaes 51.8
11. North Dakota._. ... .. 72.6 || 36. Virginia_ . oo er oo 48.7
12. California_ _ ... ... 72.5 |1 37. New YorK. . ..o 48.3
13. Utah___ ... 72.5 (| 38. Hawall. .. .o oo 45.8
14, NeW JOrsey - oo 72.2 || 39. Maryland. ... .. ... 46.6
16. Alaska. . ..o ... 72.0 || 40. Vermont._ . . ____ ... 4.7
16. I8N0 . ... oo 71.9 || 41. Arkansas. ... cceceeen 43.2
17. District of Columbia. .. _..__. _._._.__. 60.2 || 42. West Virginia_ . __________ . .._..__ 41.9
18, Ohlo. .o 68.6 [] 43. Georgla_ - .o 41.7
19. Nevada. _ . 68.4 |} 44. TennesSSee. - o v ew o ee 37.4
20. Nebraska____..___ . _____________ 67.6 |} 45. Kentucky . .o ... 3#4.5
2. Indiana. ... ___ 67.4 || 46. New Hampshire_____________________.. 31.2
22, JOWa . e 67.0 || 47. Mionesota_ _.__ .. _____ . _________ 20.6
.5 T ) ¢ ¥ 66.8 || 48. MissISSIPPI.- cmev o oo 16.5
24, Oklaboma.__.___ ... . __________ ... 65.9 || 49. Malne. __. ... ... 14.8
25. Loudsiana_ __.__ . ___ ... 64.8 || 50. North Carollna_.__________.________._. 7.4

! Represents percentage at basic maximum, excluding dependents allowances. Excludes Wisconsin,

data not comparable.
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TABLB 5.—Mazimum weekly benefit amount, 1939 and 1968, and as estimated at
alternative percentages of average weekly wages in covered employment, 1952, by

State

: Maximum at given per
Mnximum%o}ll:tly benefit | .. tage of average

State weekly wages, 1952 2

Deci%raraber Delcg)g})er 60 percent | 67 percont
abamA. . . cciccccaan $16 $22.G0 $33 7
ﬂas ............................................. 16 35.00 (70 71 $§0
AXIZODa e eccecmccaeea—a———n 15 20.00 (26 41 46
ROADSAS oo o o o o e e m o 16 22. 00 29 33
R 027 1100} ¢ 3 F: YR 18 25. 00 45 50
K071 (1) ¢ s (o S 16 28.00 (35 40 A5
Connecticut. ..o ... 16 30.00 2453 M 49
D OIAWAIS - oo o e e oo m—am 15 25.00 43 48
-District of Columbla. ... 15 120,00 39 44
lorida . o emeec——————- 15 20.00 34 38
Beorgia. o . mm——————- 15 26.00 32 36
h&‘,"‘" _____________________________________________ 15 25. 00 34 38
Lo JE 18 25.00 38 43
0150 Ts) 1< TSNP 16 27.00 46 51
Lo § Ty S 15 27.00 44 49
OW B e ceecccmmmmmmmm— e %g % % gg 43
bt AT 1) o 2SN 15 28.00 37 12
udsiana . e mam e 18 25. 00 35 40
M. o e e ———m—an 15 27.00 35 39
Maryland. ..o ccaceccccmeeaanan 15 30.00 (38) 37 41
Massachusebts. . . eeiaimmmmmcccecccmceemoen 15 125.00 38 42
fehdgan . e 16 27.00 (35) 50 56
MINNesota . - oo e mm—emeee 15 30.00 40 44
R ¢ P 15 30.00 29 32
J.Y SRRT000 1 o SR U 16 25. 00 40 45
Montans. oo emaceccccccceccccacmeem—euena 15 23. 00 39 43
L) 0 ) 0 Y 15 26. 00 37 41
NOVAAB o oo e e e ccecece—mmm e ——mmmmmmm= 15 30.00 (50) 45 50
New: Hampshire. _ .. ..o aanaaa- 15 30. 00 34 38
NOW Jersey - caeoceoccccmcccccccccamcec—memmm————- 16 30.00 45 50
New MeXiCo . ..o ceccececcaceccccccacececm——=- 16 30. 00 38 42
New YorK._ . o acaceacacccmceac—ma———om- 16 30. 00 45 50
North Caroling ... . .. oo icmcmmmmmaane- 15 30. 00 31 35
North Dakota. . e cecmmmmmcecmaa- 15 26.00 (32) 37 42
Oh0- - oo ccmmemmmmcmmmmcam———m——————— 15 30.00 (35) 45 50
Oklahoma. - e eccccccececcccecmcmmma—- 15 28.00 40 45
(07 7-1-(0) « TS LIRS 15 25.00 44 49
Pennsylvania._ .. i 156 30.00 40 44
Rhode Island _ . ceeammacccccccacmamama——a- 16 26. 00 38 42
South Caroling._ ... cccccacccccccceccamceammm-= 15 20. 00 33 37
South Dakota. . oo e e o cccccccc e 15 26. 00 36 40
P ONNESS O - e eccceecmmmemmcamcmece—a—c——=ame === 15 28. 00 34 38
KRS - e e e et ce—mememmmme—mee—mee———ee—memm== 15 20. 00 39 44
Otah o o e e mccmmcc—m e e 16 27.50 38 43
Vermont. ..o cececccceecmmc———ecmmae—————— 15 25. 00 36 41
Virginia . oo oo oo i ceecceanes 15 22.00 34 38
Washington. .. .o« ecmmmcmcamaemee o 15 30.00 44 49
West Virginia. .. oooooomoo oo ieiimimmemmeaeen 16 30.00 41 46
WiSeONSIN . e eeemneeaecccccmcecmam—e——- 15 33.00 43 48
R L) 11111 - SO S 18 30.00 (36) 38 43

1 Figuresin parentheses represent maximum including dependents’ allowances, except in Colorado where
the higher amount is for claimants meeting additional requirements. The District of Columbia maximum
is the same with or without dependents. Figure for highest maximum not shown for Massachusetts since

it would necessarily be based on an assumed number of dependents.

3Based on average weekly wage data for 1952, since 1953 data are not yet available; rounded to nearest

dollar
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TABLE 6.—Percentdge increase in average weekly wages, 1939-62, and in mdzimum
basic weekly benefit, December 1939—December 19563

Percentage Percentage
Percentage increase Percentage increase
increase av- State in basic increase av- State in basic
erage weekly maximum || erage weekly maximum
wages weekly wages weekly
benefit benefit
164.2. ... Average all States...._|_______..... 170 to 179.9___| Minnesota..__.__..._._. 1100.0
Nevada__________.____. 100.0
130 to 139:.0.._| Massachusetts...__.___ ) 166.7 " New Hampshlre....._. ’ 100.0
140 to 149.9.__| California_______.____. 38.9 New Jersey.oee o ccveue-- 100.0
New York...___._____. 100. 0 Vermont.. .. ...c.c.... 6.7
150 to 159.9___| District of Columblia. 38.3 ‘West Virginia_ .. __.._. 100.0
Maryland__.__________ 1100.0 Wyoming. ... oo 166.7
Montana. _..._________ 53:3 || 180 t0 189.9.._| Loulsisna_ ... ....._.. 38.9
Oregon. ... 66. 7 Maine.. oo 80.0
Pennsylvania. .....___. 100.0 North Dakota________. 173.3
160 to 169.9.__| Conneecticut.__________ 1100; 0 (23 <: G I 33.3
Delaware...___._....._ 66.7 Virginia______________. 46.7
INinols. .. .o_......... 68.8 || 160to 199.9.__| Idaho. .. . _________ 38.9
Missourd. .. _______.___ 66.7 Kansas. . ..coccumeo._. 86.7
Nebraska..._____._____ 73.3 Kentueky .. ... 86.7
Ohlo. .. _______.__. 1100.0 Neow Mexico...___._... 100. 0
Oklahoma.__.___________ 86.7 Tennessee._____——ceo--. 73.3
Rhode Island..._.._.__ 56.3 || 200t02090.9...1 Arkansas_.._._....__... 46.7
South Dakota...__..._.. 66.7 Florida. oo 3.3
Utah._ oL 719 Qeorglf..eeo oo 73.3
Washington__.________ 100.0 Hawall __________.__._. 66.7
‘Wisconsin. ____________ 120.0 Mississippl. ... ... 100. 0
170 to 179.9_..| Arizona.._ . __________ 133.3 North Carollna........ 100. 0
Colorado. ..o .. 86.7 || 210 t0 219.9_..]| Alabama. ..o ... . 46.7
Indiana.._ .. _______.__ 80.0 || 220and over..| Alaska. ... . .oooooo_ 1118.8
Towsa. oL 73.3 South Carolina........ 33.3
Michigan.. ... __...__. 1688

1 Exclusive of dependents’ allowances.
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TABLE 7.—Summary of duration provisions, December 1949 and 19563

EMPLOYMENT SECURITY ADMINISTRATIVE FINANCING ACT

[Duration in 52-week period]
December 1949 December 1953
Weeks of ‘Weeks of
State . benefits benefits
Proportion of wages in Proportion of wages in
base period base period

Mini-|Maxi- Mini- | Maxi-

mum (mum mum | mum
Alabama.___________ Y S 10 20 | M 20
Alaska . . W ceeceemanan 8 26 | 32-30 percent .. coveeon--- 26
Arizona.__........_. niform - - oo oo 12 12 | Wl 20
Arkansas........__. N 10 16 | Sameas 1949 ... o ol |ecmoeaoo
California._.........  F 11241 28 [-..-. (o 1+ SRR RN PO
Colorado....co..._. T 10 20 . T 210-26 |220-26

Nlinots........_..___. 56-33 percent...........

Indisna_._...._..._. ¥ S

Yowa oL };2 .......................

Kentucky.......... Uniform. . coveeceeeeeeee
ouisiana........... TR
alne_ .. ...._.._.. Uniform. - oo ccoeeeeeees

Maryland. __.______ Y e ccecac————

Massachusetts_..... S 2 () W

Michigan aacoo._._. 34 week of employment..

Minnesota._...._... 47-23 percent...-c.-.....

Mississippi__..._.__ Uniform. « ceecceemeno-. .

Missourd.._._______. 14 in 8 quarters...._._...

Montana_.._._._.____ Uniform. oo oooeaeaees

Nebraska___.__._____. 14

Nevada_..__._______.

Noew Hampshire____

New Jersey..__._.__

New Mexico......_.

New York. ____.._.

North Carolina

North Dakota......

QOXxlahoma..........

Oregon .. oo

Pennsylvania....._.. U

Rhode Island. ... __

South Carolina

South Dakota___...

46-32 percent... ... _._...
Sameas 1940 .. .. _._....

41-26 percent.. . __._.___

Same as 1949, . oo foaaen

Uniform. .o ooioeaeeos

43-34 percent.. _____.___._.
35-27 percent. ..o .oo.....

Sameas 1949 .. oo fanat

Uniform__._________.______

74 0 weeks of employment. .
31-26 percent.. .o

........

! Minimum 4

lies to claimant with minimum qualifying wage concentrated largely or wholly in high

quarter and wee Sv benefit amount above minimum, Larger number of weeks for claimant with minimum

weekly benefit.

tatutory minimum for Alaska,
* Higher figure applies to claimants who have been empi

years with wages in excess of $1,000 per
3 If benefit is less than $3 (1949) or $5

e and no minimum or annual ben

4 Weighted schedule in percentage of average State wage.

Delaware, Illinois, New Jersey (1949), and Utah,

oyed In Colorado for § consecutive calendar
year and no benefits recelved during period.
1953), benefits are paid at rate of $3 (19849) or $6 (1953); no qualifying
ts are specified (1953).
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TaBLE 8.—Number of clatmants exhausting wage credils and ratio to first payments,

by State,! calendar years 1949, 19560, 19563

1949 1950 1953 (preliminary)
State Percent
Number Number Number of first

payments

Total. e eeeeemeee 1, 934, 760 1, 853, 336 30.5 764, 358 20.8
Alabama. ... 40, 918 X 37,677 49.4 18, 824 41.4
Alaska. .o eooo. 2 877 31.2 4,032 34.9 3,090 10.7
Arlzono. oo 9, 424 44.4 7,732 44.2 2,455 20.3
Arkansas. . ..o 2], 317 46.4 18, 157 39.6 10, 848 31.3
California._ . .. _._._._.. 220, 941 31,3 177, 949 20.0 66, 965 16.2
Colorado. - ... 4,377 24.1 5,311 21.7 1,809 22.9
Connecticut __ . ___________.____ 64,338 36.9 36 761 34.6 4,272 8.6
Delaware. _. ... ..o ueeao_. 3,441 34.8 3, 658 36.1 1,074 21,1
District of Columbia......_... 7,401 46.9 6, 509 40. 2 3, 152 29.7
Florida. ... .. 38,103 52.6 27, 409 43.0 19, 954 41. 4
Georgla_ ... 37,004 47.4 31, 609 47.3 15, 941 33.8
Hawall. . e 5, 065 a3.1 5 526 38.6 2,612 19.6
Idaho... .o eeee. 4, 390 32.8 6 362 34.6 2,016 20.7
ININOSS e e 104, 374 21.2 100 302 22,2 36, 309 16.6
Indiane... oo es 50, 237 46.2 32 266 33.6 21,711 28.3
) (o) 7 S 9, 943 35.9 11, 2806 34.1 7,718 32.1
Kansas. . oo . 7, 966 28.4 10, 927 28.8 6, 677 24.2
Kentucky. .. coeoeeoecaae... 23,725 34.8 24, 54 36.7 12,031 21.7
Loulsfana.___ . . ... __........ 31,438 54.7 40 469 58.9 16, 139 41.7
Malne. .o oo 14, 185 22.7 17 667 20.5 6, 836 21.9
Maryland______________._____ 32, 547 23.6 31, 989 28.7 12, 517 19.2
Massachusetts_.______ .______ 143, 622 33.8 120, 914 35.3 42,082 27.4
Michigan__ ... . .. _______.__ 89,324 32.4 62, 618 2.7 27, 828 19.5
Minnesota. . ... ... ___.___.._. 20, 181 32.5 23, 084 31.8 10, 264 20.9
Mississippi. ... ... 14, 838 37.6 17 175 42.7 11, 314 4.7
Missourl __coceeeoeaas 34, 223 20.0 36, 733 20.8 13, 260 16.8
Montana... .o cocoooo.. 4,269 35.7 6, 649 32.1 1,683 14.8
Nebraska - ocoooooooa. 3,232 27.0 5,388 28.0 2,709 21.4
Nevads__ oo oo .. 2, 566 31.4 2,722 30.3 777 14.1
New Hampshire. ... __.._.... 10, 843 23.1 9, 401 22.1 3,209 13.2
New Jersey.---ccccoceaaonaas 87, 586 28.8 76 978 29.2 36, 393 18.8
New Mexleo. .- - 2,311 26.8 2 824 25.4 1,871 22.3
New York... . ... 183,811 15.8 221 567 22.4 65 671 11.9
North Carolina._....____.___. 35,179 28.1 34 397 36. 6 22 233 21.7
North Dakota . _caeoeaacoaon-. 766 21.2 1, 668 22.2 1,146 17.6
(0) 1] (¢ T 77,412 30.8 79 190 28.5 13 315 12.5
Oklahoma. ..o o ... 19, 364 47.9 21,907 47.7 12, 586 38.3
107 (7:01) « DU 25, 056 26.8 28, 168 28.8 13 746 18.2
Pennsylvania......________. 162, 345 29.2 189, 723 37.0 72, 005 19.7
Rhode Island... .. ....._.___ 51, 762 38.1 32 462 30.2 14, 335 28.6
South Carolina. .o ... 24, 001 43.6 21, 798 48.5 14, 511 35.2
South Dakota....- .o —oooo. 1,312 33.0 2,718 40.2 907 26.2
Tennessed. - - coccccomecmmaoan- 46, 608 39.8 40, 048 39.9 20, 255 25.7
) 1. . U 35,867 46.5 35,803 43.8 23, 798 36.0
L85 ¢ « Y, 5,263 24.8 7, 535 36.1 1,809 16.4
Vermont...ocueooommcana . 4,209 23.7 3,477 22.7 1,040 16.4
Virginia. . . 38, 426 39.6 34,832 41.1 19,031 30.1
Washington. . coocaoo oo 25, 368 17.8 3, 046 27.6 17,572 17.8
West Virginia_ ... _.___ 20, 306 23.1 22, 442 25.8 12, 626 18.8
Wiseonsin . ..o ... 32,803 38.5 29, 441 34.1 21, 455 33.2
Wyoming. . .-ooo.o . 1,776 36.7 3 417 35.2 1,190 28.6

1 Exhaustions for calandar year as percent of first payments for 12-month period ending in September.
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TaBLE 9.—Compulation. of weekly. benefit amount

State Fraction of high-quarter wages-unless otherwise indicated !
Alabama____________._____ 6.
Alaska_ ___.._____________ 2.1 to 1.2 percent of annual wages, plus 20 percent weekly benefit amount for
each dependent up to weekly beneflt amount.
Arizona_ .. _.___.____ Y85, plus $2 for each dependent up to $6.
Arkansas___..________.... 161 to 147.
California--.._._.___...__. Yo.to Ka.
Colorado............._. 5 ~
GDgxl:anweg%cut .............. %8, plus $3 for each dependent up to ¥ weekly benefit amount,
................ 5.
District of Columbia.____ 143, plus $1 for each dependent up to $3.2
lorida_____._____________ 148 to 14s.
Georgia. ... __..______ 5.
Hawaii_ ... ..o lés.
Idaho. ... .. 140 to ¥s.
Mlinois.- - - ... _...___ 140.
diana__________________ 14s.
Towa o ___ 0.
Kansas. oo oooeeoa . %5 up to 50 percent of State average weekly wage but not more than $28.
Ken_tt;cky ................ 2.6 to 1.2 percent of annual wages.
Louisiana . ... .._.______. b0.
Maine. o oo ___ 2.0 to 0.9 percent of annual wages.
Maryland. .. _.__________ 166, plus $2 for each dependent up to $8.
Massachusetts. ... ... Y60, plus $2 for each dependent but total may not exceed average weekly wage.
Michigan. ... __. 67$tf t53 gsercent of average weekly wage, plus $1 or $2 per dependent, by schedule
o $8.
Minnesota. ........____ 2.6 to 1.0 percent of annual wages.
Mississippi-...cceo.____ 66
issouri_ .. ... _.__... 5.
Montana_____._____.._... 165 to Vs
Nebraska._ ... __._.... 141 to 143.
Nevada_ .. __________. 165, plus $3 for 1 dependent and $5 for each additional dependent up to $20 but
) total may not exceed 6 percent of high-quarter wages.
New Hampshire.. ...._.. 2.2 to 1.2 percent of annual wages.
New Jersey.._.. ... 24 of average weekly wage.
New Mexico. ..o lég.
New York. ... ________. 67 to 52 percent of average weekly wage.
North Carolina......__.. 2.4 to 1.0 percent of annual wages.
North Dakota.......... 144, plus:$1 or $2 per dependent, by schedule $2 to $6.
Ohio. oo 147 to ¥s, plus $2.50 for each dependent up to $5.
Oklahoma.. .o ceoeo____ 0.
Oregon._ ... 3.4.to 1.4 percent of annual wages.
Pennsylvania.__________. 16s.
Rhode Island. .. _...._.__ 140,
Mo.
181 to ¥4s.
141 to ¥s.
Ye.
Ko, .
s to Vse (effective Apr. 4, 1954, 352 to Y4e).
8.
1.5'to 1.2, percent of annual wages.
1.8 to 1.0' percent of annual wa.ies.
69 to 51 percent of average weekly wage.
161 to ¥ s, Plus $3 for each dependent up to $6 but:total may not exceed 8 percent
of high-quarter wages. .

I When State uses a weighted high-quarter formuls, annual-wage formula, or average-weekly-wage for-
mula, approximate fractions. or percentages are taken at midpoint of lowest and highest normal wage
brackets. When dependents’ allowances are provided, the fraction applies to the basic benefit amount.

3 When 2 amounts are given, higher includes dependents’ allowances except in Colorado where higher
amount includes 25 percent additional for claimants employed in Colorado by covered employers for 5 con-
secutive calendar years with wages in excess of $1,000 per year and no benefits received; duration for such
claimants is increased to 26 weeks. Higher figure for minimum weekly benefit amount includes maximum
allowance for 1 dependent at minimum weekly amount. In the District of Columbia same maximum with
or without dependents. Maximum augmented payment to individuals with dependents not shown for
Massachusetts since any figure presented would be basad on an assumed maximum number of dependents.

Mr. Carey. May I depend on the weaker sex to carry on? My
voice seems to be giving out.

Mrs. EruicksoN. The Federal Advisory Council to the Bureau of
Employment Security recommended in January that ‘“‘as expeditiously
as possible the maximum weekly benefit in each State be raised to
an amount not less than three-fifths to two-thirds of average weekl
earnings in covered employment.” The public members joined wit
the labor members in supporting this resolution.
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I should like to emphasize that these public members are distin-
guished public citizens. Among them are college professors or officials
from such universities as Columbia, Princeton, Cornell, the University
of Michigan, and the University of California. Others represent
veterans’ organizations, B'nai B’rith, and similar responsible groups.
Any position taken by the Federal Advisory Council thus deserves
careful consideration.

Prof. Richard Lester of Princeton University has prepared a
statement in support of this resolution of the Federal Advisory
Council. While we have a copy of it, we do not feel at liberty to give
it publicity since it has not yet been made available by the Depart-
ment of Labor. We therefore suggest that your committee ask for
a copy, which we should like to see incorporated in the record of
hearings. We believe Professor Lester’s analysis is valuable even
though it naturally reflects his viewpoint rather than that of the CIO,

He points out how maximum benefits have lagged behind average
weekly wages and that States have used relatively low-benefit ceilings
toJreduce employer tax rates far below the average originally con-
templated.

The CralRMAN. Who has custody of this statement?

Mr. MurraY. Senator, the Department of Labor has. It will
come out in the President’s Advisory Council minutes in » week or
two and we could make available a copy to the committee.

The CraiRMAN. Please make it available and I suggest that you
expedite it, because a week from now is a long time.

Mrs. ELLickson. May we have it put in the record at this point,
since it has a great deal of valuable material?

The CHAIRMAN. Yes.

(The document referred to follows.)

STATEMENT IN SUPPORT OF RESOLUTION ON BENEFIT CEILINGS ADOPTED BY
THE FEDERAL ADVISORY COUNCIL ON EMPLOYMENT SECURITY ON JANUARY 28,
1954

The primary purpose of unemployment insurance is to provide short-term
protection to workers against the risk of unemployment. That protection is a
‘fraction of the beneficiary’s normal earnings in order to maintain work incentives
and to provide protection related to normal living standards and requirements
‘for nondeferrable living costs.

Benefit ceilings were originally designed as a means of helping to conserve
limited benefit funds and to avoid having weekly benefit payments too high
relative to average hourly earnings in covered employment.

A. When the gtate laws were originally enacted in the 1930’s, benefit ceilings
of at least two-thirds of -average weekly wages were adopted in most States, and
it was intended that only a small fraction of all benefit payments would be
restricted by the benefit ceilings. That position was taken despite the assumption
of quite limited funds for benefit payments and a State tax rate of 2.7 percent of
payrolls in the early years prior to 1941.

Practically all State laws were enacted in 1936 and contained $15 benefit
ceilings. Data for average weekly earnings in covered employment are not avail-
able for 1936, but, from such statistics as earnings in manufacturing and other
industries, can be estimated to have been approximately $23 a week. Thus,
the benefit ceilings in the State laws were generally about 65 percent of the average
of weekly earnings of covered workers. ‘

Full statistical data are available beginning with the year 1939 when most
States commenced benefit payments. Those data show that in 45 States the
benefit ceilings were 60 to 98 percent of average weekly earnings in covered
employment in December 1939 (see table 1). In December 1939, a total of 22
States had benefit .ceilings exceeding 66 percent of average weekly earnings. If

[
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allowance is made for the fact that average weekly earnings in manufacturing
were 16 percent higher in December 1939 than for the year 1936, it seems safe
to say that in 1936 the benefit ceilings in all States were at least 60 percent, and
in most States exceeded 66 percent, of weekly earnings in covered employment.
A simple average of the ratio of ceilings to average weekly earnings for all 51
State laws in table 1 gives a figure of 67 percent for December 1939.

Because benefit ceilings averaged 67 percent of wages in 1939, less than 25
percent of all weeks of total unemployment were compensated at the benefit
ceiling figure in that year.! .

B. After the outbreak of World War II, benefit ceilings were not raised in line
with inflationary developments including average weekly earnings. Consequently,
such ceilings have been cutting off an increasing ErOportion of benefit payments.
In recent years about three-fifths of all claimants have been eligible for the ceiling
amounts; for them the benefits are a flat rate rather than being graduated accord-
ing to differentials in normal earnings, which was the original intent and is the
only justifiable principle to apply under American conditions.

verage weekly wages in covered employment in this country tripled between
1936 and 1953. During the same period, benefit ceilings, on the average, did not
even double; 30 State laws in 1953 had ceilings including dependents’ allowances
that were under $30 & week or not twice their 1936 ceilings. Whereas in December
1939, all but 3 States had benefit ceilings between 60 and 98 percent of average
weekly earnings in covered employment, by December 1953 all but 3 States had
basic -benefit- ceilings between 29 and 49 percent of average weekly earnings in
covered employment (see table 1). Ten States add dependents’ allowance onto
the basic benefit ceiling, yet the combination of the basic ceiling and the maximum
dependents’ allowance in those States averaged only 53 percent of the average
weekly wages of covered workers in December of last year.?

Whereas a simple average of the ratio of ceilings to average weekly earnings for
all 51 State laws yields a figure of 67 percent for December 1939, the figure for
December 1953 is only 41 percent for basic ceilings and 44 percent if one includes
also the maximum dependents’ allowance. In other words, wages in covered
employment have increasingly been outdistancing benefit ceilings, which have
lagged behind until they now represent only about two-fifths of average weekly
earnings compared with a figure of two-thirds of such earnings in the 1930’s.

Morcover, by December 1953, the variation between states had become
especially marked. Last December, 4 States had benefit ceilings (including
dependents’ allowances) between 60 and 67 percent of the dtate’s average earn-
ings—the recommended standard—yet, on the other hand, 6 States had benefit
ceilings only 30 to 35 percent of their average weekly earnings in covered employ-
ment.

The results in terms of depressed benpefits are evidert. Whereas in 1939 only
25.8 percent of all weeks of total uremployment were compensated at the States’
basic benefit ceilings, in 1952 over 55 percent of all weeks of total unemployment
were paid at such ceiling amounts (see table 2). And 59 percent (almost three-
fifths): of all insured claimants were eligible for the maximum weekly benefit
amot nt during the 12-month period ending September 30, 1953. The figure for
the calendar year of 1952 was 60 percent, or three-fifths of all claimants confined
to the ceiling figures.

C. Analysis of the various changes that have occurred during the past 15 years
provides no justification for abandoning the standards for benefit ceilings in terms
of weekly earnings that were established in 1936. The arguments for lower
standards for benefit ceilings now are gererally either untenable or inapplicable

1. It is said that proportionately lower benefit ceilings are justified because
the bours of work and premium overtime are greater now than in 1936. Statistics
fail to bear out that contention. Average weekly hours ir manufacturing were
39 for the year 1936 and 41 for Decerrber of that year. Tor the last quarter of
1953 they were also about 39, with the December 1953 figure considerably helow
that for the corresponding month in 1936 when a number of State laws were.
enacted.

2. It is claimed that the higher Federal income taxes prevailing in 1954 make
a difference since wage income is taxed to reduce take-home pay while benefits

1 See table 2 where the figure i5 25.8 percent of all payments at $15 or more for total unemployment.
5 States with 13 percent of covered employees under the 51 laws had a $16 ceiling and 4 States with 10 percent
of all covered employees had an $18 ceiling in 1939. If allowance is made for the ceilings above $15 in 23
parcent of the coverage, the figure for those compensated at the ceiling would be well below 26 percent.

3 Really the average for 9 States because a o for Massachusetts cannot be calculated since no limit 18
placed on the number of dependents for whom the allowance per dependent can be claimed.
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are untaxed and are based on wages before taxes. That argument obviously is
directed at the formula for calculating benefits and not at the ceilings, and it
overlooks the fact that fringe benefits have increased in recent years until now, for
most wage earners, they probably equal or exceed Federal income taxes. Unem-~
ployed workers lose various fringe benefits or have those benefits reduced by unem-

loyment. That may be true of Federal old-age and survivors’ insurance, of
Eospita.l and sickness and accident protection, of vacation rights, and of other
fringe items. The extent of loss of fringe benefits generally depends on how long
the layoff continues and whether the worker is or is not subsequently reemployed
by the same firm. Whether unemployed workers generally lose more in fringe
benefits than they gain from avoidance of income taxes or vice versa is difficult
to determine and will depend on the individual circumstances. By and large,
these two factors probably balance each other out, and fringe benefits undoubtedly
will increase relative to Federal income taxes in the near future.

3. The incentive argument for low benefit ceilings confuses the formula for
calculating benefits with the ceiling that applies to but part of all benefit pay-
ments. Benefit minimums and formulas may favor low-wage earners in terms of
normal earnings. In Michigan, for example, the worker who receives weekly
wages up to $30 receives unemployment benefits amounting to 90 percent or more
of his wages when employed. The relatively low benefit ceilings in Michigan,
however, have nothing to do with that, for they have helped to keep Michigan’s
average weekly benefit for total employment at about one-third of average weekly
wages in covered employment there during recent years. :

4, Completely fallacious is the argument that benefit ceilings should bear a
fixed relationship to or be geared to the cost of living rather than to weekly earn-
ings. Persons who become unemployed in 1954 should have applied to them
benefit ceilings that are appropriate for the standard of living now and not ceil-
ings appropriate for 1936 when workers’ real earnings were not much more than
half current levels.

D. Employer contributions have been reduced to one-third the burden in the
1930’s, while ceilings have made weekly benefits a decreasing percentage of the
weekly wage loss from unemployment. States have used relatively low benefit
ceilings to reduce employer tax rates far below the average originally contemplated;
some States have been especially guilty of thus perverting the purposes of unem-
ployment insurance. :

The unemployment insurance program started out on the expectation of normal
State tax rate of around 2.7 percent of covered payroll, and that was the average
rate in most States during the first 6 years of the program. High levels of employ-
ment and relatively low-benefit ceilings in the postwar period have, however,
permitted reduction of the average employer contribution rate to between 1.24
percent and 1.64 percent in the years since 1945. In addition, in 1936 the em-
ployer tax was on total payrolls, and the 1939 limit, making the first $3,000 of
wages the tax base, still continues, however, since 1939, weekly earnings have
tripled. If allowance is made for these facts, the tax burden on employers now
is only about one-third that originally projected, and it is especially light for the
higher-wage firms whose laidoff workers suffer most from benefit ceilings.

hile employer contributions were reduced by two-thirds, average weekly
benefits declined relatively from 43 percent of average weekly wages in covered
employment in 1938 to 33 percent in 1953, and the proportion of workers whose
benefits were depressed by benefit ceilings rose from less than one-quarter to over
one-half of the compensated weeks of total unemployment. Conseauently,
rough calculations indicate that probably not more than 25 percent of the wage
loss caused by unemployment of covered workers is compensated for by unem-
ployment benefits under the State laws.

o - e -
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‘Some States have been particularly prone to reduce employer contribution
-rates at the expense of adequate benefit ceilings. The contrast between neighbor-
-ing States in-this regard is indicated for selected States in the following table.

Coelling as Averagoe
Boenefit percent of employer

State celling, averago contribution
December |weekly wage, [rate, 1047-53 1

1953 December (percent of

. 1963 payroll)

DBl AWALS . e o e e ccececmeacemcccmemaconcasemamaaas $25 34.9 0.63
aryland. .o iiiceieees 130 149.1 1.01
{strict of Columbia. ... .o e 20 30.6 .61
VrEinia e e em 22 38.4 .82
1R UK Y - e ccccecceeccceemeececacamn—e- 28 45.1 1.67
R 1 [+ o 1o 1 O 20 35.2 )
RCT.T0) < I VT 26 48,7 1.21
RS . 20 30.6 .73
B % BT 1T o o3 30 62.7 1,68

1 StafTis-astimated rates for 1953 were used for last year of the period.
3 $38 with dependents—62.1 percent.

The contrast between Maryland (which meets the recommended ceiling stand-
.ard) and ‘Delaware and the District of Columbia, or between Misisrippi (whose
ceiling fits the recommendation) and Texas, is especially marked. Texas, Dela-
ware, and the District of Columbia have maintained low contribution rates partly
-through perversion of the program. The same is true of Virginia and Florida.

‘Elevating benefit ceilings to'the standard met by all States in 1936 would correct
for the inflationary deve‘ll&pments during the past dozen years. Four States
‘(Connectiout, Maryland, Mississippi, and Nevada) now fulfill the recommenda-
-tion. In the other States the cost of adjusting benefit ceilings to the 1936 standard
will vary with the extent'to-which:the individual State has lagged behind and has
.used depressed ceilings to gain the advantages.of low-contribution rates. Such
correction of State benefit ceilings is necessary if the program is to accomplish its
objectives.

éubmit.ted by Richard A. Lester, public. member.
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TaBLE l.—Maxzimum weekly benefit amount and ratio to average weekly wages of

covered workers, 1939 and 1963

Maximum weekly | Average weekly wages, | Maximum as percent-
benefit amount covered workers of weekly wages
State
Decom-| December December | December
ber 1030| = 1953 ! 1939 1052 1939 1953 3
) (1) 1§ DRSSPI OIRPY U $26.15 $60.00 [-cememmme i fomaiaaoool
Alabame. e $16 | $22.00 17.64 65.84 85.0 | 30.4
AlasSKD . oo, 16 35. 00 §70) 35.23 119. 08 45.4 | 20.4 é58 83
Arlzong. e e 16 20. 00 (20) 24. 62 68. 62 61.2 | 20.1(37.9
Arkansas. oo -ceeee_o 16 22.00 15. 08 48. 86 93.9 | 45.0
Calffornin. .- oL 18 25. 00 30.40 75.04 50.2 | 33.3
Colorado. .ol 15 28.00 §35) 24,70 67.30 80.5 | 41.5 551. 9;,
Connectleut. .. .. ... .. 15 30. 00 (45) 27.41 72. 81 64.7 | 41.2 (61.8
Delaware_ - e 156 25.00 27.02 71. 68 66.6 | 34.9
District of Columbia_________._._. 15 | 120.00 25.74 65. 28 58.3 ] 30.6
FIOHAD e o e oo 16 | 20.00 18. 44 56. 89 81.3 | 35.2
Georgln oo 16 26. 00 17. G5 53. 37 85.0 | 48.7
Hawnll ool 156 26. 00 18. 53 66. 45 80.9 | 44.3
Idaho. . oot 18 25. 00 21. 60 63. 418 83.3 ] 39.4
NINOiS . e, 16 27.00 29, 27 76.33 64,71 35.4
IndIanO . ccmcee e 18 27.00 26, 44 73.07 56.7 | 37.0
JoWa e aaaee 15 26. 00 23.00 64. 05 65.2 | 40.6
KansaS. ccmmmco el 16 28.00 22.62 67.456 66.3 ) 41.56
KentucKy - o cceommee i 16 28. 00 21.29 62.13 70.5 | 45.1
Loulslana. o cmee e 18 25.00 20. 56 59. 09 87.5 | 42.3
Malno . ac e e 16 27.00 20. 28 57.90 7.0 | 46.6
Maryland . - . oo 15 30.00 (38) 23.78 61.15 03.1 | 49.1 (62.1)
Massachusetts. ... ... 16 | 125.00 26, 49 62.71 56.6 | 39.9
Michigan o cemme . 16 27.00 (35) 30. 30 83.33 62.8 | 32.4 (42.0)
MInnesotd . cccmmmm s 15 30.00 24,29 66. 37 61.8 | 45.2
Mississippl. - oo oo 16 30.00 156.71 47.81 95.5 ] 62.7
MISSOUN - m oo 15 25.00 25,02 66. 56 60.0 | 37.6
Montans . e oo 16 23.00 25. 43 04. 52 5.0 | 35.0
Nobrasko - - o ccococom . 15 26.00 23.17 60,93 4.7 | 42.7
Novadd oo oo 16 30.00 (560) 28, 87 74.35 65.8 | 40.3 (67.2)
New Hampshiro._ . __.______. 156 [ 30.00 20.73 56. 98 72.4 ) 52.7
Now Jersey - ccoceoocmcaceameos 16 30.00 27.51 74.36 54.5 | 40.3
Now Mexico- oo omm e 15| 30.00 21.48 63.06 69.8 | 47.6
Now YorkK. o oo eicaccao o 16 30.00 30. 55 74.31 49.1 | 40.4
North Carolina. _.___.___________. 15 30.00 17.17 51.90 87.4| 57.8
North Dakota. .. ... 15 26,00 §32) 21.83 61. 96 68.7 | 42.0 251. 6;
10) 1] TSN 15 30.00 (35) 27.92 74. 57 63.7 | 40.2 (46.9
Oklohoms - oo oo oo 15 28.00 24,77 66. 51 60.6 | 42.1
Oregon. . - oo ceveimaeameecee 16 | 25.00 28,81 73.47 62.1 ] 34.0
Pennsylvania__ ... ___. 16 30.00 25,81 66.08 58.1 | 45.4
Rhode Island ... . ... 16 25.00 23.28 62. 67 68.7 | 39.9
South Carolina. _._._______...____ 156 20.00 15,32 65.18 97.9 | 36.2
South Dakotd .. cee oo, 15 25.00 22.20 50. 32 67.6 | 42.1
P ONDeSSeO - oo e oo e m e 15 26.00 19. 58 67.00 76.6 | 45.8
POXS . e o c e cccec e e 15 20.00 23.01 65. 47 065.2 | 30.5
Utah e 16 21.50 23.92 63. 58 66.9 | 43.3
Vermont..ooocoomeme e 15 25.00 22.29 60. 61 67.3 | 41.2
Virginlo . - o co oo 15 22.00 20. 45 57.32 73.3 | 38.4
Washington. ... _._....___._. 15 30.00 28, 96 72.52 §55.6 | 41.4
West Virglnia. oo oo . 15 30.00 25.03 68.33 50.9 | 43.9
WISCONSIN . - oo oeocee oL 15 33.00 27.40 71. 50 64.7 | 46.1
yoming. .. 18 30.00 (36) 23. 42 04.15 76.9 | 46.8 (56.1)

! Figures in parentheses represent maximum including dependents’ allowanees, oxcept in Colorado where
the maximum is higher for claimants meoting certain requirements. The District of Columbis maximum
is the same with or without dependents. IFigure not shown for Massachusetts since it would nocessarily
be based on an assumed maximum number of dependents.

! Rates based on average weekly wages of covered workers for 1952 since 1953 data not yet available.
Figures In parontheses based on maximums including dependents’ allowances.
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TABLE 2.—Proportion of weeks compensated and claimants eligible for the maximum
weekly benefit amount, calendar years 1939 and 1968; and 12-month period ending
Sept. 30, 1953

Proportion of weeks com- | Proportion
pensated for total unem- | of insured
pPloyment at maximum | eclaimants
weekly benefit amount | eligible for

State maximum
weekly bene-

t}tz amm&t,

N months
1939 1952 ending Sept.

30, 1953

Total. i e imemmnan. 26.8 55.4 158.8
Alabama. .. emeeaaes 6.8 51.2 55. 4
AJBSKA .. o e e 184.5 84.6 72.0
N L) (T SO 32.4 71.0 78.3
ArKANSaS . e mcec—a—— e 6.2 35.9 43.2
Californin. . e eemcacm———- 126.0 62.6 72.5
25.7 72.6 73.8
17.9 54.5 60. 8
13.7 52.9 56.4
14.7 64.2 69.2
18.5 45.8 51.8
5.0 50.2 41.7
2 53'8 gg' g ;5.%

Tdaho. .. e e X 2 1.
B 813 412 SN 147.8 71.6 76.3
Indlane. e mme e cmaee 31.1 64.0 687.4
JOWB e cme—————————e 15.4 64.7 67.0
R ANSAS . - oo et ccmc o mcicmme e m—————— 28.3 53.3 61.5
KentueKy oo 8.4 26.0 34.5
Louidsiana. ..« . e 112.6 52.9 64.8
Malne e ——m— i —ea 6.1 7.8 14.8
Maryland. . . .o dcccccamana 16.4 47.6 45.6
Massachusetts ..o eecemmmaees . gg? ?g;l ggg

fehigan e ——————- . R \
Min 22.7 18.5 26.6
i 4.2 25.9 16.5
14.8 47.1 53.4
28.4 74.1 77.8
12.1 65.1 67.6
55.8 66.6 68.4
10. 4 31.68 31.2
21.6 67.1 72.2
I 1N

New York. e .4 . .
North Caroling. __ e ceeme- 2.2 3.8 7.4
North Dakota. . . 17. 4 71.6 72.6
(0] 1) T YU 18.6 59.56 68.6
OKklaboma. - oo aas 27.2 69. 8 65.9
18] -0} o W 40.2 5.9 61.2
Penhsylvania. . aiicicecean- 30.7 50.3 52.9
Rhode Island. ... oo meeea - 116.8 76.8 76.6
South Carlglina ............................................... lg-g ;lg.g ;2'3
fouth Dakota. - 6.0 36.7 37.4
18. 4 61.9 66.8
225.3 67.7 72.5
13.5 g) 4 43 7
........................ 8.9 N 48.7
Yvﬁgﬁ"g@n .................................................. 36.8 40.9 53.2
West Virginia_ . oo 9.4 43.2 41.9

WiseonsIn. . o o 16.7 49,8 ®

Wyoming i ciiecccccocaee- 152.9 79.1 79.2

! Excludes dependents’ allowances.
1 Data for l%!?represent payments at ‘‘$15 or more.”” Percentages shown for the 9 States in the maximums

of $16 or $18, therefore, are overstated.
$ Excludes Wisconsin; comparable data not available.

Mrs. ELLicksoN. Another recent expression of the need for higher
Federal standards came from the 20th National Conference on Labor
Legislation at the end of February. Presumably this resolution is
already in your committee’s possession, as the national conference

requested. _
The CHAIRMAN. Mrs. Springer, may we have a copy of that?
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Mrs. EL1zaBerH B. SPRINGER (clerk). Yes, sir.
Mrs. ELLicksoN. We have a copy here.

The CralrRMAN. Present it for the record.

(The document referred to follows:)

20rE NATIONAL CONFERENCE ON LABOR LEGISLATION—REPORT OF THE
ResororioNs COMMITTEF

The 20th National Conference on Labor Legislation is as dedicated as are the
President and the Secretary of Labor to the maintenance of a healthy and pros-
perous economy. The conference commands and supports the steps they have
proposed ‘“‘to protect and maintain economie stability” at a high level.

overnors’ delegates from State labor departments and organized labor in 41
States and Territories bring to this problem an unparalleled collective experience
with the emplovment conditions of millions of American wage earners, a major
segment of the population whose well-being is essential to economic health and
prosperity.

At this critical time, this confercnce reemphasizes certain basic truths under
which this Republic has become a great industrial nation. That labor is not a
commodity, that free collective bargaining best promotes the climate of industrial
harmony in which free enterprise and free labor advance the standard of living,
that the best antidote to the prospect of a recession is to place increased purchasing

ower in the hands of all American citizens so that they may buy the products of
industry and keep the wheels of business turning.

No better means of expanding purchasing power exists than the enactment and
vigorous enforcement of sound labor standards. The conference therefore strongly
reaffirms its support of a floor under wages, raising of child labor standards to
guarantee suitable job standards for the Nation’s youth and to prevent child-labor
competition with rightful emplovment for adult workers and heads of families,
sound standards of industrial safety and healtn, of workmen’s compensation and
unemployment insurance, and better wages and working conditions for migrant
labor. We commend President Eisenhower for his awareness of the deteriorating
employment situation throughout the country and his eagerness to remedy it by
such means as are at the command of the Government. We commend par-
ticularly his proposals for an expanded public works program to provide employ~
ment and increased business activities and we urge the Congress to provide
necessary appropriations immediately to carry out the President’s purpose.

Ir harmony with these reaffirmations, the conference discussed the common
and current problems of wage earners and makes the following recommendations:

(1) Unemployment is a problem rational in character and is currently increas-
ing. There has beep a tendency over the past several years to weaken and under-
mine Federal participation in, and influence over the present Federal-State
program of unemployvment compensation. Funds presently appropriated and
available for administration of State unemployment compensation laws are
inadequate and have resulted in delaying payment of benefits by biweekly instead
of weekly reporting. Increases in the load of initial and continued claims for
benefits have resulted in a mourting backlog of cases and delays in payment:
Therefore be it

Resolved, That this conference endorse the request made to the Congress for
a supplemental appropriation of $18 million needed to reestablish weekly report-
ing, keep current the claims load and meet obligatiors for wage and salary adjust-
ments incurred by the State administrators; and be it further

Resolved, That the conference oppose the adoption of H. R. 5173 in its present
form and support amendments thereto which would (a) provide for grants to
distressed States instead of loans and (b) eliminate automatic distribi.tion of
earmarked funds and, in lieu thereof, establish an adequate contingeney fund for
administrative purposes which may be allocated to the several States by the
Secretary of Labor on the basis of demonstrated need in comormity with the
standards in the Social Security Act; and be it finally

Resolved, That this conference respectf' lly advise the Secretary of Labor that,
inits judgment, if H. R. 5173 were amended as herein proposed it wot.ld strengthen
the unemployment compensation program rather than weaken it as the present
hill would do, and request that the Secretary transmit this resolution to the
appropriate committees of the Congress.

(2) State unemployment benefits have failed to keep pace with rising living
costs and wage levels. When first paid under the program, unemployment
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benefits averaged from three-fifths to two-thirds of average weekly wages paid in
covered employments, whereas they now average only about two-fifths of such
wages. At present from two-thirds to nine-tenths of weekly benefit payments
are at the maximum. The impact of sharply rising unemployment is now more
severe because a large proportion of workers exhaust their rights before being
reemployed, demonstrating the unrealistic character of maximum duration
periods. The present unemployment compensation program does not effectively
sustain purchasing power because nearly 3% million wage earners are excluded
from State benefits since they work in small firms not covered by the system:
Therefore be it '

Resolved, That this conference support amendments to the Social Security Act
to provide for the addition of the following Federal standards required of each
State: (a) maximum benefit amounts shall not be less than two-thirds of the
average weekly wage in covered employment; (b) duration of the period in which
benefits shall be payable to eligible unemployed workers shall not be less than
26 weeks; (¢) all employment by employers of one or more employees shall be
covered; and be it further

Resolved, That the conference respectfully ask the Secretary of Labor to request
of the Congress the enactment of such additional Federal standards.

(3) Like unemployment insurance, State workmen’s compensation benefits
have so failed to keep pace with higher wages and living costs that injured workers
are generally compensated for less than one-third their wage loss. Seventeen
States still limit the amount of medical aid or the period of time during which
such aid shall be rendered or both. New methods have been developed for
rehabilitating injured workers but are not being fully utilized because many
workmen’s compensation laws do not specifically provide for such rehabilitation
and lack other types of protection: Therefore, be it

Resolved, That this conference urge all States to increase the maximum weekly
benefits to at least two-thirds of the average weekly earnings; to provide full
medical aid, including rehabilitation; to establish rehabilitation divisions within
the workmen’s compensation agency to promote fuller utilization of existing State
and private rehabilitation agencies for the benefit of injured workers; and to
strengthen other major provisions of law including those relating to coverage of
occupational diseases, second-injury funds, and procedures for facilitating prompt
payment of compensation.

(4) Lack of uniformity in reporting and tabulating data on the causes, inci-
dence, and severity of occupational diseases impedes adequate prevention and
.control: Therefore be it

Resolved, That this conference urge the several States to take necessary steps
to improve uniformity in reporting and to cooperate with statistical committees
of the International Association of Industrial Accident Boards and Commissions,
the International Association of Governmental Labor Officials, the Division of
Occupational Health of the United States Public Health Service, and the Bureau
of Labor Statistics of the United States Department of Labor in the development
of adequate reporting, tabulation, and analysis of occupational disease data.

(5) So-called right-to-work laws already enacted in some States and pending
before the legislatures of others, curb individual freedom, infringe the rights of
emplovers and employees to establish conditions of employment through free
collective bargaining, and are contrary to the expressed desires of workingmen
and women as demonstrated by the results of ‘“‘union security’’ elections: There-
fore be it

Resolved, That the conference urge all State legislative bodies to repeal or defeat
these antilabor laws; and be it further

Resolved, That the conference urge all States to recognize the right of American
workers to engage in concerted activities for mutual aid and protection and to
bargain collectively through representatives of their own choosing.

(6) The conference reaffirms the Nation’s interest in the rigorous enforcement
of child-labor legislation both Federal and State. We recommend this particu-
larly at this time when, because of rising unemployment, the exploitation of child
labor becomes a more dangerous threat to the job opportunities and job security
of American adult workers. We urge a more effective regulation of youth employ-
ment in bowling alleys and the extension wherever possible of the 16-year mini-
mum age for youth. We ask that the State look seriously into the hazardous em-
ployment of children on farms which are operated today with increasing degrees
of mechanization. We recommend to States where increasing amounts of migrant
labor are employed on farms that the health, welfare, and education of children
be given increasing attention.
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(7) Meeting the problems of migratory agricultural workers and their families
requires the understanding and active support of labor, growers, Government, and
the general public. The conference notes with gratification the recognition of
the President of the United States in his message to the Congress on the need for
a cooperative Federal-State spproach to the solution of these problems: There-
fore be it

Resolved, That State labor departments in cooperation with the United States
Department of Labor assume leadership in promoting public understanding of the
needs of migratory agricultural workers and take responsibility for developing and
supporting programs to meet these needs; and be it

Resolved, That to this end, the conference requests the assistance of the Bureau
of Labor Standards of the United States Department of Labor, in arranging re-
gional conferences of labor commissioners and others seeking solutions of this
problem; and be it

Resolved, That the rights and standards of American workers on the farms of
the Nation be protected against the unfair use of immigrant labor. It is recom-
mended that public hearings be provided for all interested parties by the Federal-
State employment service when determining the adequacy of the local labor supply
and the wages and working conditions under which immigrant labor shall be
imported; and be it further

esolved, That employers should not be permitted to employ imported labor
without first making available to American citizens the jobs they offer to aliens,
that the border patrol of the Immigration Service be strengthened by additional
funds and personnel in order to enforce adequately the laws of this country relat-
ing to immigration, that penalties be applied to employers who knowingly hire
and employ immigrant labor entering the country illegally, that International
issues governing the importation of labor from foreign countries be handled through
friendly negotiations between the interested governments and not through uni-
lateral action by the United States as presently -contemplated in House Joint
Resolution 355.

(8) And finally, the conference reaffirms its conviction that all functions of
government on both national and State levels relating to wage-earners should be
lodged in one agency respectively, namely In the United States and State depart-
ments of labor. Appropriations for adequate enforcement and administration
of the large body of labor law and services have been continuously curtailed for
both Federal and State labor departments in the face of expanding needs; therefore
be it

Resolved, That this conference vigorously support increased appropriations for
the Federal and all State departments of labor.

RESOLUTION

Whereas the employment of Canadians in the woods of northern New York
and New England has deprived American workers of employment opportunities;

Whereas the importation of these Canadian workers has been increasing;

Whereas these Canadians are employed not only as choppers and cutters in the
woods but also for such skilled jobs as blacksmiths, bulldozer operators, cooks,
crane operators, and truckdrivers: Therefore be it

Resolved by this 20th National Conference on Labor Legislation, That the following
actions be taken to correct this serious condition:

1. Importation of Canadian workers must be confined to the minimum number
necessary for the particular work;

2. Canadians must not be employed for skilled jobs for which Am >rican workers
can readily be recruited;

3. Canadian workers must be paid at the rates generally prevailing in the United
States for the type of work they are performing;

4. Additional safeguards must be provided to protect the rights and standards
of American workers. In particular, public hearings must be provided at which
all interested parties can testify regarding the number of Canadian workers
required for employment in a particular area and if an actual need is established
‘%m.wages and working conditions under which Canadians should be imported:

e1t

Resolved, That this conference commend Secretary of Labor Mitchell for his
groposals that Congress increase the Federal minimum wage above 75 cents an

our and that coverage of the law be expanded to millions of interstate workers
not now covered; and be it further

45744—54——8
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Resolved, That the States be urged to enact comprehensive wage-hour laws
with standards at least equal to those of the Federal law: Be it further

Resolved, That the Federal minimum wage be increased as soon as possible to
$1.25 an hour.

Whereas it has long been recognized by this conference that programs of labor

i;tgtistics are very useful in the conduct of the functions of State departments of
abor;

Whereas it is recognized that the economic well-being of the Nation is dependent
upon the progress and security of the wage-earners and that the basic facts con-
cerning wage-earners and their economic status are essential for proper measure-
ment of their progress and prosperity and that such information is basic to the
formulation of labor and social legislation and for assisting both management and
labor in peaceful collective bargaining and in the settlement of disputes;

Whereas it has been demonstrated to this conference through the discussion
of experiences of representative State departments of labor that programs of labor
statistics are widely used in measuring economic trends in the States;

Whereas it has been clearly shown that statistics are very useful in the ad-
ministration of the State departments of labor;

Whereas it is recognized that the regional conferences on labor statistics which
have been conducted by the United States Department of Labor in cooperation
with the States are very helpful and should be continued;

Resolved, That this convention urge all the State departments of labor to
establish at least a minimum program of labor statistics according to the needs
of the States which will be useful in carrying out their broad responsibilities for
administering labor laws and in strengthening the effectiveness of the overall
program of the departments.

Mrs. Enrickson. I would like to quote & portion of it: The resolu-
tion, which was unanimously adopted, favored ‘‘amendments to the
Social Security Act to provide for the addition of the following
Federal standards required of each State: (¢) Maximum benefit
amounts shall not be less than two-thirds of the average weekly wage
in covered employment; () duration of the period in which benefits
shall be payable to eligible unemployed workers shall not be less than
26 weeks; (¢) all employment by employers of one of more employees
shall be covered.” '

The resolution likewise opposed adoption of H. R. 5173 in its
present form. I might say that this was made up of State labor
commissioners as well as representatives of the labor organizations in
the various States and was held under the auspices of the Secretary
of Labor.

Mr. SirroN. Forty-four States.

Mrs. ErLicksoN. As a simple summary of the facts on existing
State laws, I have appended to my testimony a table entitled “Unem-
ployment Insurance Under State Laws,” published by the CIO depart-
ment of education and research.

That is that blue table at the end of the mimeographed testimony.
And then we indicate the table on the reverse side dealing with work-
men’s compensation, is not intended for incorporation in the record,
although it is not irrelevant, in that it shows how State unemployment
insurance has lagged behind even the inadequate workmen’s compen-
sation provisions. _

This table, Mr. Chairman, indicates in its last column the informa-
tion which you have requested earlier, as to average employer contri-
bution rates. .

The CrairMAN. Would you hold up just a minute.

(The table entitled “Unemployment Insurance Under State Laws,”
follows:)
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Unemployment insurance under State laws

Claimants who

‘Weekly benefit amounts with g
Average| and without dependents’ eﬁ?uf;%?lgfﬁf aég g‘;_
weekly allowances ! March 1953 ployer
benefit Min{mum and con{rl-
State “l’l‘;lt‘:::l meximum bution

1° . duration of Average | rate,
1‘;1 :nyt benefits number | 1952

April | Minimum Maximum N&? of vze}eks egg%r;f
1963 benefits {payroll)

drawn
United States_ .| $23.27 |- ccocomooo oo 214, 804 19.4 1.4
Alsbama _.. ..., 18. 05 $6.00 $22.00 11420 5, 023 17.3 1.2
Alaskd oo oot 32.39 $8.00-10. 00 | $35.00- 70.00 12 -26 1, 055 14.6 2.7
Arizong oo . 20.92 5.00~ 7.00 | 20.00- 26.00 10 -20 414 17.7 1.5
Arkansas. . ccco-ccocoe- 18.13 7.00 22.00 10 -16 2, 926 15.3 1.5
Californif. o coccceeeoo - 23.17 " 10.00 26. 00 16 26 10,828 21.7 2.1
Colorad0._--cccccoe--. 21.53 7.00- 9.00 | 28.00- 35.00 10-26 -20-26 364 15.5 1.0
Connecticut__.o-aoao--- 21,81 8.00-11.00 | °'30.00- 45,00 15 -26 1,388 18.7 1.8
Delaware. ..o -.. 18.88 7.00 25.00 11 -26 272 14.8 .6
Districtof Columbia.._| 18.21 6.00- 7.00 20. 00 12420 640 18.9 .7
Flordla.. .. ccceeoeano-- 17.82 5.00 20. 00 7+-16 2, 659 13.6 .8
Qeorgla. .- ccoeeee oo 16.63 5.00 26. 00 20 -20 4,070 18.8 1.2
Hawall _ ... - ... 20.85 5.00 25.00 20 -20 778 20.0 .7
Idabo. e ool 23.43 10.00 25. 00 10 —26 1,004 14.9 1.7
Nlinols. - e o e eee et 25. 48 10.00 27.00 184-26 12, 988 19.3 1.1
Indiana._ - oo ooo--.. 23.30 5.00 27.00 124--20 5,631 13.8 .7
JOWB - oo ccmee e 21.11 5.00 26.00 6+-20 2,572 |oeeooo- .5
Kansas. _occcccacaaaccn- 23. 40 5.00 28.00 6-+20 1,408 14. 4 1.0
Kentucky...occoeeanan 21.52 8.00 28.00 26 -26 3,168 25.7 1.7
Loulsiang . .- - cccecee-. 21. 35 5.00 25.00 10 -20 5,302 16.0 1.8
Maine. o ccccaeee___ 15.95 9.00 27.00 20 -20 3,476 19.8 1.6
Maryland ..o 20. 43 6.00— 8.00 | 30.00- 38.00 7426 4,478 15.6 1.0
Massachusetts.....-_.. 24. 68 7.00- 9.00 25.00— 214--26 11,719 18.3 2.7
Michigan . ..c.coonace 26. 31 6.00~ 7.00 | 27.00- 35.00 94+-20 6, 606 16.7 1.5
Minnesota. ..o ooo—- 18. 59 11.00 30.00 15 -26 3,009 19.7 .8
Mississippi...--cceoeeeo 19.09 ~3.00 30.00 16 ~-16 3,493 16.0 1.2
Missour .o 20.13 5.00 25.00 - =24 3,002 16.5 .5
Montana._ . .ocveoacea-- 19. 95 7.00 23.00 20 -20 241 18.2 1.9
Nebraska ... _oococoo_ 21. 62 10.00 26.00 10 -20 928 12.9 .5
Nevada . o coceemeae.. 24. 99 8.00-11.00 30.00-50.00 10 -26 207 18.2 1.8
New Hampshire___.___ 21.04 7.00 30.00 26 -26 1,070 26.0 1.9
New Jersey.cccacaoae-- 27.38 10.00 30.00 13 -26 10,064 18.4 1.4
New Mexico. coeeoon.- 21. 90 10.00 30.00 12 -24 365 19.2 1.3
New York._ .. —.____. 28.75 10.00 30.00 26 -26 15, 151 26.0 2.3
North Carolina____.__. 15.76 7.00 30.00 26 -26 6, 785 25.5 1.2
North Dakota....______ 25.24 7.00— 9.00 26. 00-32, 00 20 -20 295 20.0 1.6
[0) 11 1< Y 25.21 | 10.00-12.50 30.00-35.00 12 -26 3,455 2.1 1.1
Oklahoma. ... __..._._ 19.47 10.00 28.00 64-22 3,321 13.5 1.1
Oregon... . oo 22.92 15.00 25.00 8426 4, 962 18.8 1.2
Pennsylvania._..._____ 25.84 10.00 30.00 13 -26 19, 270 22.1 1.0
Rhode Island .. ..._.____ 21.91 10.00 25.00 10426 4,451 14.8 2.7
South Carolina....__._. 18. 54 5.00 20.00 18 -18 2, 880 18.0 1.6
South Dakota._.___._._ 20. 65 8.00 25.00 10 -2 399 13.8 .9
Tennessees. .. ccceveen--- 16. 54 5.00 26.00 22 -22 5,003 22.0 1.5
P eXAS e - e eemee 17.52 7.00 20.00 54--24 5,227 12.6 .6
Utah et 25.31 10.00 27. 50 16 -26 377 20.7 1.1
Vermont.._ . ooo-.... 21.28 10.00 25.00 20 -20 476 20.0 1.5
Virginja. ... oo ooo.... 18.18 6.00 22.00 6 -16 4,458 12.8 .8
Washington.__.________. 24. 49 10.00 30.00 16 -26 7,486 22.3 1.7
West Virginia......._.. 20, 46 10.00 30.00 24 -24 3,276 21.9 1.2
Wiseonsin.......o..... 25.37 10.00 33.00 10 264+ | 6,606 {.__..___. .8
Wyoming...-.cocooo_.. 25.10 | 10.00-13.00 30.00-36. 00 8 -26 597 8.7 1.4

1 Where 2 figures are shown, the smallest does not include dependents’ allowances.
Source: Published by the CIO Department of Education and Research, 718 Jackson Pl. NW., Washing-

ton, D. C

Senator FrEarR. May I ask a question, Mr. Chairman?

The CHAIRMAN.

Proceed.

Senator FREAR. On this publication 235, in the column “Minimum

and maximum duration of benefits,”

Alabama, means what?

Mrs. ELLICKSON. Itis 11 plus, and that is not a minus, it is intended
to be a dash, meaning to 20.

11 plus or minus 20, under
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Senator FREAR. That explains what I want to ask.

The CrairMAN. Will you hold up just a minute.

Mr. Teets, didn’t I understand you yesterday to testify as to some
of the highest rates among the States, and I thought I heard you say
something over 3 percent. Did I catch that correctly?

Mr. Teets. I think, Senator, the question was asked whether or
not it was prevented in State laws from charging a rate above 2.7,
and I intended to testify to the effect that there was nothing in the
State laws to prevent that, that in our own State law, initially, we had
had a rate in excess of that, to wit, 3.6, where subsequent to those
early years we had eliminated that from the provision of our law.

The CrAIRMAN. At the present time this table shows 1 as the aver-
age employer contribution rate; 52, as the percentage of payroll. Is
that correct?

Mr. TeETs. I think that would be correct. Most States, through
their experience rating provisions, have lowered the tax rate from 2.7
at this time.

The CrairmaN. Will you hold up just 1 second, please, Mrs.
Ellickson.

Mr. Teers. Senator, I think 1 should call your attention to the fact
that these are averages we are talking about and not maximums.

The CualrRMAN. The item we are talking about takes it State by
State. Those with over 2 percent seem to be the Territory of Alaska,
California, Massachusetts.

Senator FrREaAr. New York.

Mr. TeEers. Senator, may I interrupt?

The CuAlRMAN. Just one minute, please. New York, Rhode
Island.

Proceed, Mr. Teets.

Mr. Teers. I wanted to say these are average rates of all employ-
ers within the State. Within our own State there are many employ-
ers, all those new employers who haven’t yet qualified under the
experience rating, are paying 2.7. In many States there are many
employers still paying the 2.7.

The CrAaIRMAN. Under their own experience, it may come down?

Mr. Teers. That is correct, and this is a result of all the employers.
tax rates within the States, those who have come down, those who
were paying the maximum, etc., so it doesn’t give a percentage figure
of those paying the higher or the lower, it is the combination of all.

The CrairMAN. Do you have any figures on the higher rates the
States are paying rather than this average?

Mrs. EvLicksoN. We do not have those figures and there is a
subject upon which we feel much more information is required. For-
example, we feel in the case of Rhode Island, which is charging 2.7
percent and has regularly, it would be very helpful if we had available
the rate charged to textile manufacturers in Rhode Island as com--
pared to textile manufacturers in other States but that is not available.

The CHAIRMAN. Is there anyone here from Rhode Island? Is the
Governor still here?

Mr. Bripe. It is in the record. Our textile and jewelry employers
are averaging 5.31 percent. They pay 2.7, but the cost thrown on that
program is 5.31.

The CrairMaN. You said something about the textile industry..
Do you have any figures on the textiles?
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Mr. BripE. That is under textiles.

The CrAIRMAN. I thought you were talking about jewelry.

Mr. Bripe. Tt is both textile and jewelry.

Mrs. EvLicksoN. What is lacking is the comparable material for
other States, such as North Carolina, or South Carolina, to which
mills from Rhode Island are moving, and where we know the average
employer contribution rate but we do not know what it is for the
textile industry broken down by cotton and wool.

The CuairMAN. Do we have that?

Mr. Murgray. I will be glad to submit them.

Comparative unemployment insurance benefit costs, average coniribution rates,
tazable wages in the teatile mill products industry?! (2-digit industry code No. 22)
in selected States

Avgrﬂ.;;e
contribu-
60138‘:_2(;2"‘8 tion rate Taxable I%dt%sg
State Period ? reontage | (contribu- [ Taxable | wages for | ;75,0 iac
erlo g‘f gg}?&b%e tions as a [ wages | all Indus- | "SR
wages porcentage tries wages
g of taxable
wages)
Thousands | Thousands | Percent
Adabama_ oo e 12.62 1.12 $129, 309 2, 032, 087 6.36
olorade 11T Wtoly—1 iR T 5 72 | 1,200 144 08
olorado. ..o eo oL . . , 201, .
Delaware. - - oooocec oo | 301 .75 17, 073 564, 815 3.02
Florida . _ oo e e 34.25 1. 60 1,376 2, 166, 77 .06
LC170) -4 - S PR 1.13 1.25 514, 460 2, 576, 211 19, 98
dlana... .ococccceemme e e 31.91 .73 24, 717 b, 497, 435 .45
) (11,2 YR DI 1.27 .50 5, 425 1, 889, 416 .29
Kansas. .. oo e e .63 .97 129 1, 632, 680 .01
ﬁentt;ckg .................. 1952 only ... 13,27 1. 41 (55, 94454 é %, 28(5) . (832
aryland. _ .- 13.98 1.99 55, 140 , , 2 .
%d/[}nnesota ------------------ 1952 only.. .. 12.35 L :';3 lg' %93 1, gg; ;gé . gg
ssourd . oo e[ eiem s 1.28 .32 , 96 4, 257, .
Oklahoma - - .o e 1.78 1.65 5, 522 1, 546, 138 . 36
Pennsylvania_ . .. |cool 32.83 1. 66 659, 766 | 16, 134, 183 4.09
II}?:SG Island. ... e ; 5. gg 2.70 208, (7;35 1, (25% sgg 24, ;35
o e ememcacmce;ocmme—meea|eceeen——————— 2. . 86 1, 694 , 1 .
Washington_ _ .- ..o ). 1.78 1. 63 3,079 3, 049, 317 .10
p 1 Source: ES-202 and ES-217 reports from all States listed except Rhode Island (for Rhode 1sland, see
ootnote 4).
2 Calen&a.r Jrears 1951 and 1952, except where otherwise noted.
3 Estimated from nearly complete data, or from 20 percent samples.

{ Source: Estimates of Unemployment Insurance Benefit Costs In Rhode Island, by Industry, during
1951-1952, by Michael T'. Werme! and Assoclates, June'1953.

The CaAIRMAN. Proceed, please.

Mirs. ErLLicksoN. Since you are interested in contribution rates I
might say I asked the Bureau of Employment Security for the latest
indication on employer rates since the information here is for 1952
and I obtained from the Bureau of Employment Security preliminary
figures for 1953. However, since these are preliminary figures, they
asked me when they gave them to me a week ago not to release them.
'T don’t know if they are now available, but perhaps I could make a
few comments on them.

The CrAlRMAN. How can we have them made available?

Mrs. ErLicksoN. Tt is up to the Bureau representatives.

The CrairMaAN. Why can’t we make these things available?

Mr. Murray. We are submitting figures as requested yesterday,
to the committee. They are not final figures. They have to be
estimated figures.
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The CrairMAN. That will be so designated. Is there any reason
why that can’t go in promptly?

Mr. MurraY. I see no objection. What about this table here?

Mr. RorruicH. I work for the Bureau of Employment Security.
The data that you requested yesterday, sir, were compiled and are
just awaiting the Assistant Secretary’s signature. They ought to be
hand-carried here before this committee adjourns.

The CeAtRMAN. Let me ask you: Are the figures we are talking
about now; will they be made available?

Mr. RorruicH. They are part of that statement.

Mrs. ErLicksoN. Could we have this table put in the record now?

The CaairMan. Is there any objection to having this put in the
record now, subject to whatever changes you think should be made
in the table later?

Mr. RorruicH. I would prefer that it wasn’t done since there might,
be some slight changes.

The CralrMAN. We will see that the information gets in. (See
table 2 submitted by the Assistant Secretary of Labor, p. 27.)

Mrs. ErvicksoN. May I just comment on these figures. These
ficures show Rhode Island still paying 2.7; Massachusetts, 2.7; New

ork, 2 percent; and I might say that Colorado has fallen, for example,
from 1 percent to 0.4 percent.

The CrairMaN. They have a very good surplus in Colorado,
haven’t they?

Mrs. ErricksoNn. I believe that they have a considerable surplus.
The law is not as generous to the workers and doesn’t give as much
protection as we feel is necessary, and certainly far less than the
President has recommended.

. The CuairMaN. Would you say that the rate is so low as to imperil
their reserve?

Mrs. ErLickson. This is a matter we deal with later in our testi-
mony, Mr. Chairman.

The CrairmaN. What page are we on now?

Mr. Carey. We are at the point where it states, ‘“This table on
unemployment insurance’’

The CaairMaN. What page?

Mr. Carey. It is page 10, at the top, the first full paragraph.

This table on unemployment insurance has been revised to take
account of all but very recent changes in State laws.

Four States permit no one to draw benefits of more than $20 a
week no matter how high their earnings have been. Eight States
have maximums under $25 a week; 10 have maximums of $25; 12,
from $26 to $29; 10 set the figure at $30; and 11 permit more than $30.
These maximums include dependents’ allowances.

You can thus from this table derive some idea of the wide variation
in the maximum benefits allowed in the various States as well as the
low levels permitted.

If you consider for a moment how far $20 or $30 or even $35 a week
will go in buying necessities for a family, you will realize the great hard-
ship that results from these inadequate amounts. Please remember
that these are the maximums. The actual average weekly benefits
paid are shown in the first column of our table as of April 1953.
Since that time the national average has risen to $24 a week, but the
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figures for individual States have for the most part not changed sub-
stantially.

Workers who have been paying $10 or $150r $20 a week rent can-
not suddenly move to cheaper quarters that are reasonably decent.
Housing shortages are still acute and moving vans cost money.
Families have to keep paying for light, heat, and fuel. Kids continue
growing even if there is no money for new clothes and shoes. Medical
pills must still be met, and payments may be due on refrigerators,
other household equipment, and cars. In addition, how much is
left after this for food?

The low-cost menus of the United States Department of Agriculture
for an adequate diet cost $18 to $20 a week for a family of 4 and $4
more for a family of 5.

The inadequacy of benefit levels is also shown by the city worker’s
family budget of the United States Bureau of Labor Statistics, which
is described as ‘‘only the necessary minimum.” The cost of this
budget is now in the neighborhood of $70 to $80 a week for a family
of man, wife, and two children. This figure excludes the cost of life
insurance, as well as income and social-security taxes, and occupational
expenses. But it is more than 2 or 3 times maximum unemployment
benefits.

Substandard conditions of living permanently affect the health of
our people. The report of the President’s Commission on the Health
Needs of the Nation stated:

Health progress depends in large part upon better housing, better nutrition,
better education, and related measures which promote the well-being of people.

The health of the national economy as well as of the Nation’s
families is at stake. It has been estimated that in the recession of
1949-50, unemployment insurance payments made up only approxi-
mately one-sixth of the loss in payrolls that occurred. A far larger
percent of wage loss must be compensated to maintain markets for
farm products, services, and all types of manufactured products.

The provision of adequate benefits is thus a matter of national
concern. Unemployment cannot be restricted by State boundaries.

We cannot afford to wait any longer for the States to improve
their benefit provisions. When most of the State Legislatures met in
1953, more than half failed to raise maximum benefit amounts in spite
of the efforts of organized labor. The very employers who are sup-
porting the Reed bill effectively checked our efforts. Only 14 State
Legislatures are in regular session this year. The actions in these
States do not reflect any noticeable change resulting from President
Eisenhower’s recommendations.

We have considerable information on the Michigan situation, and
I request that the materials I have here be included as part of the
record of this hearing.

(The information referred to follows:)

Facr SEEeT ON UNEMPLOYMENT AND UNEMPLOYMENT COMPENSATION

At a time when over 125,000 workers are unemployed in Detroit and more than
225,000 unemployed throughout the State, as well as many thousands more work-
ing short weeks, it is important to consider whether the unemployment compensa-
tion law is achieving its purposes and whether unemployment compensation
benefits are adequate to help cushion the community against the resulting loss of
millions of dollars in purchasing power.
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I. When was the unemployment compensation law passed and what are il purposes?

The Michigan uncmploymeoent compensation law was passod in 1930 to achieve
two purposcs:

(a? To provide econotnie seourlty for wuage carners and thelr families when un-
emg nyed, as a mattor of right.

nompioynu\m. compenaation was intended 1o provide bonefits ns o matter of

right at the time of a worker's unem!)lnynmnt in placo of u means Losl rolief or
wolfare system which would require him to exhausi nll snvings und disposo of his
car, home, and other assets before being oligible for henefits,

(h) To help the businessman in the community by malntalning the purehasing
power of the unemployed. '

Unemployment componsation henofits when set nt appropriaie levels help sus-
tain a workor's domand for commoditios a8 well a8 permitiing him to keep the
possessions he has,  As such it enn help curb the economie deellne,

I, What portion of the wage was compensated in 19897

In 1939, the first full year in which uneml;loymenb compenantion was pald, tho
average wage in covered employiment in Michigan was $30.30. The maximum
woekly unemployment compensation benefit was $10,

The worker recefving the average wage wawn pald benefits whon unemployd
equal.to 53 Fm‘cem of his woekly wago.

He was loft with an uncompensated wage loss of $14,30.

I1II. What is happening to the unemployed worker in 19647

In the second quarter of 1963 the average woeekly wage in covered employment,
in Michigan was $88.00. Maximum unemployment henefits are $27 ‘with an
additional allowance up to $2 for cach dopendent child under the age of 18.

This means the unemploved worker with no dependent ehildren s only rocelving
30.8 pereent of hiv wage when unemployed,  For each child ho reeciven an addi-
tional 2.27 percent.

Instead of $14.30 as in 1930, the typical unemployed workor with no childron
is losing $61.00 a woeek., If he'has 1 child, his loss {8 $59.00 o woek; if ho has 2
children, $67.00 a week; if ho has 3 childron, $55.09 & woek: if ho has 4 childron,
$63.09 & week,

It muxt be recognized that the maximum weekly benefit of $35 is pald under tho
Michig: 1 law only Lo a worker with 1 or more dependent children,  In 19563 loss
than 6 percent of claimants had 4 or moro dependent children and hot all oftheso
were cligible for the maximum paymont of $35. More than half of tho bene-
ficiaries had no dependent children and could not receive moro than $27 a weok
oven if cligible for the maximum benefit.

I, What is the effect of inadequale payments to the unemployed?

The declining percentage of wage loss from 53 percent to less than 35 poreent
for which the unemployed worker rocvives compensation means less ability o
meet rent or home payments, food, utilities, clothing, and other expenditures which
cannot be deferred during periods of unemployment.  Docroased oxpenditures by
the unemployed means a loss of markets by the farmer and a loss of business by the
retailer, the milkman, the dootor, and all sogments of the Michigan economy.

The unemployed worker with a wife and 2 children who receives the maximum
weekly payment of $31 a week roceives less than if he were on relief. The relief
allowance for the same family would generally be, and of necessity must be, more
than $40. There are families in Michigan now receiving public relief supplemen-
tation of inadequate unemployment compensation benefits.

Inadequate unemployment compensation means increased relief costs and a
consequent rise in general taxes.

V. How much does an unemployed worker’s family actually need to gel along?

The United States Burcau of Labor Statistics has developed a city workers’
family budget which it described as a budget providing only ‘‘the necessary
minimum.”’

The Bureau has priced this budget in one Michigan city—Deotroit.

The cost of the budget, as found by the Bureau of Labor Statistics, was-recom-
puted as June 1953, by the Bureau of National Affairs, a private organization
serving mostly management groxlx\f)s.

According to the Bureau of National Affairs, the eost of the goods and tho
services in the budget of the Bureau of Labor Statistics in Detroit, as of June
1954, was $3,971 per year or $76.37 per week for a family consisting of man, wife,
and 2 children. ‘
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This figure oxeludes the cost. of life insurance as well as income and social-
socutilty taxes, and occupntionsl expenses, It therefore represents the cost of
living as o minimum level for an unemployed worker's family of four persons.
The cost would be even higher now than in June 1953,

Under present, Michigan law, unemployment compensation, at the mazimum
rato, mmounts to $31 per woek for the snme family.

Unemployment sompensation benefits shiould be sufficient to cover the cost of
o reasonablo family budget. As President Fisenhower said, when unemployment
compousalion bonefits are ‘‘set, at appropriste levels, they can sustain to some
degreo Lhe earner's way of life as well as his demand for commodities.”

V1. What 1s the legislalive proposal being given most serious consideration?

In the faco of increasing unemployment and the recognized inadequacy of
unemploymont-compensation payments the bill proposed by the Hepublican
caucus and which is receiving the most serious consideration in the State legisla-
ture 18 more viclous than the bill which the Covernor was foreed to veto in 1055,

In addition to providing for unwarranted tax reductions to certain large em-
ployets the prosxonul would take away, through legislation, gains fought for and
won tlirongh collective bargaining.

It puts new roadblocks in the way of receiving benefits and opens additional
avenues to the employer for blocking the payvments made,

It would deny benefita which are payable under the present law to the retired
worker, the disabled worker and the worker who seeks workmen’s compensation.
It increases the minimuin amount required Lo gualify for any benefit. It reguires
o laid-off worker to apply for any available job no matter how nnsuitable or low
paid. A toolmaker could be forced to apply for a job as a sodajerk.

In ardor to put over their tax steal and to deny benefits to many thousands of
workers rocolving payments under the present. law, the big corporations hope to
confuse the public by offering insignificant increases in benefit. amount ancl
duration.

Their bill proposes a $2 increase for some workers by ineluding certain non-
working wives as dependents,  For other workers, however, it will result in a
decrease in the weakly benefit thoy are now receiving,  In any case, a 82 increase
in no answer to the inadequacy of the present, weekly benefit arvount. Theg;mon
with 4 or more dependent children wLo would be the only person eligible the
groposed maximum henefit of $37—and remember less than 6 percent of bene-
(Bgé)aries have 4 or more children—would still suffer a weekly wage loss of more than

The hill ulso proposes to increase duration from 20 to 26 weeks for some vorkers.
This increase in duration does not, however, benefit. many thousands of unem-
plobyed workers who are now exhausting their benefits in less than 20 weeks, In
1968, more than 46 percent of the workers fell within this category and would have
reeeived no additional weeks of henefita under this bill, Even the remaining 54
percent would not reeeive an additional 6 weeks, Many would only reeeive an
additional 1, 2, or 3 weeks,

The foregoing summarizes only a few of the many restrictive and objectionable
features of the bill. Additional material will be supplied later.

Insignificant benefit increases at the expense of injured and aged workers, as well
as many others, arc no answer to the present inadequacy of unemployment
compensation benefits,

VII. What must be done lo make unemployment compensalion more adequale?

ga) Increase weekly henefits,

b) Extend the duration of payments on a uniform basis for all workers,
Governor Williams has recommended increased benefits and longer duration.
President Eisenhower called upon the States to *“* * * raise these dollar nvaxi-

mums so that the payments to the great majority of beneficiaries may equal at

least half their regular earnings.”

The Federal Advisory Council on Employment Security composed of repre-
sentatives of industry, labor, and the general public recommended “pecific in-
creases in maximum benefits which would implement the President’s propoxal to
make available to the great majori'v of workers benefit« equal to at least half of
their regular earnings. The Advivory Council recommended that * * * g
expeditiously as possible the maximum weeklyv benefit in each State be raised to an
amount not less than three-fifths to two-thirds of average weekly earnings in
covered employment.”’

Both the President and the Federal Advisory Council recommend that duration
be extended to 26 wecks for all unemployed workers.
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Certainly nothing less than the President’s recommendations as elaborated by
the Federal Advisory Council can be considered adeauate.

V111. Can the State afford increased unemployment compensation benefits?

On February 1, 1954, there was $438,743,987 in the Michigan unemployment
compensation fund. In 1943, employers’ contributions averaged less than 1.5
;i‘ercent rather than the 2.7 percent contribution rate imposed by the original act.

hey are probably lower in 1954, And under the proposed employer bill further
reductions would be made. With their exorbitantly high profits in 1953, Michigan
corporations do not need tax relief.

he tminimum would be reduced from the present 1 percent to one-tenth of 1
percent,

The cost of increasing bencfits to the recommend>d levels iz rmell in comparison
to the tax advantages afforded by the current legislaiive proposal.

iThe cost must be met from the unemployment compensation fund accumulated
for this purpose. The fund must not be kept sterile while the unemployed are
shifted to the relief rolls and the costs of caring for them arc met through increased
taxes on homeowners and small-business men.

SuMMARY oF MaAJOR OBJECTIONS TO THE PROPOSED SENATE BILL oN:UNEMPLOY-
MENT COMPENSATION INTRODUCED BY SBENATOR TEAHEN (S. 1239)

1. A worker is required to apply for any job of which he has been notified by the
Commission whether suitable or not and is required to answer all requests
for an interview with his former employer about any available work regard-
less of its suitability

This is perhaps the most objectionable provision in the proposed bill.

It means that a skilled worker has to apply for an unskilled job or any job
no matter how low the wage. A bookkeeper or a toolmaker would have to apply
for a job at a soda fountain. The present law, on the other hand, denies benefits
to a worker only if he fails to apply for suitable work when directed by the em-
ployment service.

In removing the requirement of the present law that a worker need only apply
for worl which is suitable, the bill permits the threat of a denial of benefits to
be used to force an unemployed worker to apply for jobs which are substandard
and which no reasonable person with the skills and the work history of the unem-
ployed worker could be expected to accept.

Moreover, in requiring the worker to apply for work of which he bas been
notified by the employment service rather than work for which they direct him to
apply, it destroys the effectiveness of the employment service to both the worker
and the employer as a mechanism for bringing together jobs and suitable workers.
It would result in employers who list job openings with the employment service
being besieged by job applicants who are not willing and could not be expected to
accept the available job.

The provision would also permit an employer to request repeatedly that a
worker apply for jobs which the worker will not accept or for which the employer
would not employ the worker even were he willing to accept.

While the bill states that a worker need only accept suitable work, a worker
who is forced to apply for an unsuitable job and indicates the unsuitability of the
job may well be held not to have made a bona fide application for the job and,
therefore denied benefits.

2. It requires a worker to seek work even during periods of temporary layoffs.

This amendment requires a worker to seek work during periods of layoffs of a
week or two.

The present law which requires a claimant to register for work at the State
employment service and to seek work provides that in cases where a worker is laid
off for a period of less than 30 days, the Michigan Employment Security Com-
mission may waive the requirement.for seeking work. This exception in the case
of a short-term layoff was enacted in recognition of the fact that & worker who has
been laid off for a week or two and who is awaiting recall by his regular employer
will not be hired’by another employer. The proposed bill, however, requires him
to seek work even though it is known by both himself and the employer that he
will not be hired.

The failure to engage in a meaningless search will result in a denial of benefits.
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3. A worker who is laid off by his regular employer and accepts another job is
disqualified and has his wage credits earned on such job canceled if he leaves
in answer to a recall by his regular employer

This means if a worker is laid off, accepts another job at which he works for 8
months and then leaves when recalled by his regular employer with whom he has
long seniority and other rights, such as pensions, etc., a disqualification will be
imposed and his wage credits based on such work canceled. If his regular em-
ployer lays him off again after 2 weeks, he could get no benefits based on his
employment with the sccond employer and would have little or no benefit rights
based on employment with the regular employer.

The present law recognizes the recasonableness of a worker’s returning to his
regular job by specifically providing that no disqualification shall be imposed
under such circumstances.

In effect the bill says to a worker who is temporarily laid off: If you don’t look
for a job, you won’t get benefits. If you take a job, however, and then leave it to
go back to your regular job we will impose a disqualification from receiving
benefits at that point.

4. A worker in disqualified if he seeks workmen’s compensation

The present law in requiring a worker to be able to work and available for work
means that no benefits are now payable to the worker who is so disabled as to be
unable to perform a regular job.

This proposal is aimed at the worker who is partially disabled but is still able
to perform work for which he is qualified if he seeks to enforce the his rights under
the workmen’s compensation law.

The surviving widow of a worker killed in an occupational accident who has
been working or who is forced to work because of the death of her husband could
be denied unemployment compensation when she is laid off if she is seeking to
enforce her rights to survivor’s benefits under the workmen’s compensation law.

Any worker who is hired after suffering an occupational accident would be
denied the payment of unemployment compensation dyring layoffs while he is
receiving workmen’s compensation even though based on a prior accident which
occurred at the plant of another employer or under the laws of another State.

This proposal can only be justified as an effort to use the threat of the denial of
unemployment compensation to relieve employers of their liability under the
workmen'’s compensation law by discouraging the filing of claims under such law,

5. It denies or reduces benefits to workers compelled to retire under pension plans

A worker who voluntarily retires under a pension plan is, under the present law,
denied bencfits based on wage credits earned with the employer from whom he
retir;ed. There is, however, no automatic disqualification because of receiving a

ension.
P Workers who are forced to retire by their employer upon reaching the automatic
retirement age are entitled to unemployment compensation if able to work,
available for work and seeking work.

The right of persons compelled to retire to unemployment compensation was
negotiated in collective bargaining. It was agreed to by corporations supporting
the Teahen bill who are now looking to the legislature to free them from commit-
ments they made to their workers. It is taken away under this proposal.

6. It broadens the disqualification for misconduct layoffs or suspensions, to
layoffs or suspen