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PROPOSALS FOR REDUCING THE COSTS OF
FEDERAL/STATE UNEMPLOYMENT COMPEN-
SATION PROGRAMS

MONDAY, OCTOBER 1, 1979

U.S. SENATE,
SuBcOMMITTEE ON UNEMPLOYMENT
AND RELATED PROBLEMS,
CoMMITTEE ON FINANCE,
Washington, D.C.

The subcommittee met, pursuant to notice, at 2:16 p.m., in room
2221, Dirksen Senate Office Building, Hon. David L. Boren (chair-
man of the subcommittee) presiding.

Present: Senator Boren.

[The press release announcing this hearing and the excerpt from
Finance Committee print 96-26 and the opening statement of Sena-
tor Dole follow:] - :

m



Press Release § H-6)

PRESS RELEASE

FOR IMMEDIATE RELEASE UNITED STATES SENATE

September 19, 1979 COMMITTEE ON PINANCE
SUBCOMMITTEE ON UNEMPLOYMENT
AND RELATED PROBLEMS
2227 Dirksen Senate Office Bldg.

PINANCE SUBCOMMITTEE ON UNEMPLOYMENT AND RELATED PROBLEMS
TO HOLD HEARINGS ON PROPOSALS FOR REDUCING COSTS OFP THE
FEDERAL~STATE UNEMPLOYMENT COMPENSATION PROGRAMS

Senator David L. Boren (D.,0k.), Chairman of the Pinance
Subcommittee on Unemployment and Related Problems, today an-
nounced that the Subcommittee will hold a hearing on proposals to
bring about cost-reducing improvements in the Federal-State pro-
grams of unemployment compensation.

The hearing will be held starting at 2:00 p.m. on
Monday, October 1, 1979 -In Room 2221 Dirksen Senate Office

sullding.

Chairman Boren noted that the expenditures of the
Federal-State unemployment compensation program are a substantial
element in the Federal budget, and that the Congress has an obli-
gation to continually review that program to assure that it oper-
ates effectively and that any unnecessary costs are eliminated.
He pointed out that a list of possible cost-saving measures which
might be considered has been prepared by the staff of the
Committee on Pinance. This list is attached as an appendix to
this press release. Chafirman Boren stated that the Subcommittee
would be pleased to receive the views of witpesses concerning
those proposals and any other proposals for reducing progran
costs.

Requests to testify.--Chairman Boren stated that wit-
nesses deslrIng to testify at the hearing must make their
requests to testify to Michael Stern, Staff Director, Coun{ttee
on Finance, Room 2227, Dirksen Senate Office Building,
Washington, D.C. 20510, not later than the close of business on
Tuesday, September 25, 1373, Witnesses who are scheduled to .
testlfy wIIE be notifled as soon as possible after this date as
to when they will appear. If for some reason the witness is una-
ble to appear at the time scheduled, he may file a written state-
ment for the record {n lieu of the personal appearance. Chairman
Boren also stated that the Subhcommittee strongly urges all wit-
nesses who have a common position or the same general finterest to
consolidate their testimony and to designate a single spokesman
to present their common viewpoint to the Suhcommittee. This
procedure will enable the Subcommittee to receive a wider expres-
sion of views than it might otherwise obtain.

Legislative Reorganization Act.--Chairman Boren stated
that the TegisTative Reorganlization ACt of 1946 requires all wit-
nesses appearing hefore the Committees of Congress to "file in
advance written statements of their proposed testimony and to
limit thei{r oral presentation to brief summaries of their
argument.” Senator Boren stated that, in light of this statute,
the number of witnesses who desire to appear before the
Subcommittee, and the limited time available for the hearings,
all witnesses who are scheduled to testify must comply with the
following rules:

(1), A)]l witnesses must include with thelr
written statements a summary of the prin-
cipal points included In the statement.

{2) The written statements must be typed on

letter-size paper (not legal size) and at
least 100 copies must be delivered to




Room 2227, Dirksen Senate office
Building, not later than S:100 P.M. -
Priday, September 28, 1979,

(3) Witnesses are not to read their written
gtatements to the Subcommittee, but are
. to conflne thelr oral presentations to a
summary of the points included in the
statement.

(4) All witnesses will be limited in the
amount of time for thelr oral summary
before the Subcommittee. Witnesses will
be informed as to the time limitation
before their sppearance,

Witnesses who fail to comply with these rules will for-
_feit thelr privilege to testify. )

Written statements.--Persons not scheduled to make an
oral presentation, and others who desire to present their views
to the Subcommittee, are urged to prepare a written statement for
submission and inclusfon in the printed record of the hearing.
Written testimony for inclusion in the record should be typewrit-
ten, not more than 25 double-spaced pages in length and mailed
with 5 copies to Michael Stern, Staff Director, Senate Committee
on Pinance, Room 2227, Dirksen Senate Office Building,
Washington, D.C. 20510, not later than October 1, 1979,

P.R. § H-61



EXCERPT PROM FINANCE COMMITTER PRINT 96-26

C. Various Proposals for Consideration

On August 6, 1979, the Finance Subcommittes on Unemployment
and Relatel Problems announced its intention to hokl dearings on
various proposals which might be consislere to improve the Fesloral-

State unemplo t compensation program in ways which woukl
geadggtuy ion by relucing y costs. The
staff of the committee has compiled s list of § is which, 2
others, might be considered in those heariny proposals are
listed w together with estimates of the annual savings which might
be expectedl to result from each proposal. These estimates were devel-
oped for the committee by the Department of Labor. It shoull be
pointed out that these estimates indicate a full year savings impact at
an d total ployment rate of approximately 7 percent.
Because the unemplo{mmt program'’s costs are hi 3 sensitive to the
rate of unemployment, the estimates could be expected to be somewhat
different at higher or lower unemployment rates. In addition, it should
be noted that many of the pmpow( changes mighi require the enact-
ment of State legislation for implementation so that the full savings
il"neg.“ would not be likely until & year or so after the enaciment of
legislation.

The pr;?aouh listed below have been compilel by the staff for the
purpose of providing information to the subeommiuse, to those who

may wish to testify at the hearings pl 1 by the and
to u’)’lber interest. ¥, ‘These proposal {ue not been r;?icwal
or spproved by the sub ittee or sny ber thereol,

1. Require disguelificaton for duration of ‘ nt for vol y
quits, discharge for m"g::ludu}{l, and njuaa{ g suitable morf':—Wben an
unemployed worker has voluntarily left his job without good cause,
has been discharged for misconduct, or has refused what the State
ngm&y considers a suitable job offer for him, he becomes ineligible for
benefits. However, in many States the disqualification is lifted after a
period of time. Other States continue the disqualification for the dura-
tion of unemployment. A recent research study by SRI International
concluded that the avera th of unemployment tendx to be lower
in States which impose disqualification for the duration of unemploy-
lr‘)‘gn:.'ﬂConnderntion could be given to requiring ail States to utilize
this rule,

Estimated annval sarings.—$0.3 billion.

2. Require that States not pa; baq% beyond 13 weeks fo an individual
refusing any reasopable job a}cr;- e unemployment compensation
program exists to provide protection sgainst income loss during periods
of involuntary unem.Floymem. Generally, a worker qualifies for up to
28 weeks of benefits if he was laid off from work for reasons other than
his own misconduct or his own voluntary decision to quit and if he
remains ready, willing, and able to accepl new eroployment. For the
benefit of both the worker and the labor market, newly unemployed
workers nre not required to take any available job but are permiited
to seek u job which ressonably matches their previous experience,
training, and earnings level. After seeking such work unsuccessfully
for o reasonable period of time, however, mdividualks muy be required
to seek jobs not meeting their full qualifications as s condition of con-

tinued benefit eligibility. Consideration could be given to establishiny
s Federa) mquilr‘enmentylhn States not continue benefits beyond 13
weeks unless, at that point, the unemployed individua! is willing to
accept uny job which meets minimum standanls of ucceptability (such
as basic health and safety standanis, compliance with the Kederal
ini wage, and ptability under existing Federul standanls).
Asimid qui was included in the legisiation extending the now
expired Emengency Unemployment Compensation Act of 1974.
imaled aanvel sapings.—$0.2 billion. . .

8. llequire that States not pay benefits on the basis of prediciable layofls
Srom seasonal em Al ~— main objective of the unemployment
program is to provide security for workers ngainst the sudden of
income which occurs when they are unavoidably laul off. It could be
argued that it is inconsistent with this objective to pay benefits to
workers whose layoff is a rqmlnrlx recurning and prediciable event
because of the seasonal nature of that employment. In extending un-
employm:nt coverage to State and local government workers, Con-
gress addressed this problem as it applies to school employees by pro-
viding for the denial of benefits during ngylurl{ scheduled periods of
nonwork. The 1976 amendments also provided Tor denying benefits to
professional nthletsoic during ah:l Is;;..lluemson (,onsx!“ pl;nlmt coulld'be

iven (o requiri ates (0 estal A seasonal em| exclusion
gl generdr?ppl?:a‘bi!ily us & few States have done nlroMr example,
ersployment for firms with & pattern of seasonal layoffs could be ex-
cludunnmn consideration in determining benefit digibility during the
offseason unless the unemployed person was fully employe Juring the
same offseason in the prior year.

BEST COPY AVAILABLE
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Estimated ge.—No te yot availabl

4. Reguire all Stales to eatablioh & I-wosk waiting period —Most States
do not now pay benefits for the first week of oyraent on the basis
that zequiring o “‘waiting week’' befors benefit eligibility starts pro-
vides an important incenlive Lo imuliaulg.yndoﬂ & search for
Wt (or even to find ways to avold being laki off). Considers-
tion could be given (o requiring that the 1-week waiting period be in-

ted into all State programs.

Z’fw imaled eanual savings.—80.1 billion.

8. Provide increcsed assustance 1o States in control of error and fraud.—
In the past, when benefit costs were almost entirely borne from State
imposed taxers, there has not been o highly visible Federal concern
over the needl to control lh%gxmt:‘l error, ln‘ugl, and ug‘nub::&au
unamj ment iven the increasad impact of ro-
grm'*o‘:lythc Pm:.l andi the increasingly Iugw direct P«Enl
contribution to benefit costs through the extended \ program
snd other programe involving Feleral funding, considerstion might
now be given to providing aklitionsl ail st incentives for improved
State administration in these areas. Elements which coulil be con-
sidleres] might include Federal aid in establishing computerized quality
cohtrol systems and the reduction of Federsl payments under the
various felerally funded parts of the program to the extent that

termined to exceed

errors are de certain mimmum levels.

Estimated ennual savings.—$0.1 billion.

6. Eliminate the national trigger for the extended denefit program.—
Under existing law, san additional 13 weeks of benefits over sni
above the ususl maximum duration of 26 weeks for regular State
unem; Pyment benefits become pu,nblo in times of high unemploy-
ment. Filty percent of the costs of these extended benefits are pakl
from the proceeds of the Federal unemployment tax. The basis for
the extended bomﬁ!sﬁpmgnm is that unemployed workers may resson-
ubly be expected to fin! themselves unable to obtain employment for
s longer perio« of time when jobs are scarce as indicated by high levels
of unemploymen:. ('onsequently, the law requires States to partici-

te in the extended benefits when insured unemployment
levels in the State bave increased by at least 20 percent (measured
sysinst the 2 prior years) and an absolute insured unemployment
rate of 4 percent has been resched. The law slso, however, requires
that all States implement the extended benefit program when the
national insured unemployment rate reaches a level of 4.5 L
‘Thix “national trigger’” can result in adding 3 months of bmglem-
tion in a State which has experiencel neither a particularly high level
of unemployment nor any relative growth in unemployment levels. In
such States there would, therefore, seem to be no particular basis for
nssuming that unemployed workers require additional benefit dura-
tion in onder to find new work. Consideration could be given to delet-
ing this national trigger so that exterxlel benefits would be payable
only in those States where economic conditions indicated a need for
tborld(htionll du.r:luon. . At the 7 N )

Katimated annvel savings.—At t percent total unemployment
rate sssumption used for estimating the savings of thess
this item would uce no savings since the national trigger would
not be effective. At an 8.6 p t tola} ployment rate, this item
would reduce program costs by $1.3 billion.

7. Permit Stales to estadlish optional ertended benehit trigger ot Aigher
insured unemployment levels.—Under present law, States which are
not requirel to participate in the extended ployment comp
sation program under the mandatory trigger provisions (because the
20 percent higher” factor is not met) may elect 10 opt into program
when the State insured unemployment rate reaches s lovel of § percent.
States do not, however, have the option of trigrering the program only
at & higher level (such ax 8 percent). Consideration might be given to
providmg Statex this additional ﬂem'l:llil{il
. Estimated anaval sarings.—Up to $0.4 billion depending on econom-
|e;ondmou omﬂ:mponodj ;t benci

8 ide incentives for ies o contest improper
claims.—An important eloment of ln unemployment compensation
program in the States is the experience rating system which provides
o strong incentive for «nplo(on 10 avoid unnecessary employee tumn-
over an} to monitor claims for unemployment 1o assure that improper
awands are not being made by the State agency. Peders] agencies do
not have a similar incentive in the case of their em?lo 008 sinoe benefit
costs are funded through a rate account not chargeable to the
individual agency. Consideration could be given to requiring ea
agency, as a part of its annual budget request, to provide information

BEST COPY AVAILABLE
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concerning the amount of benefits paid to its former em in the
rnor year an its upoemw fotpt‘ho coming year, lnl’k ition, the

bor Department coukd be chargedt with & contin anal; ot!lu
agency experience and couk! borxr:quind in its fn?unl bgd“

l:l:lmwm. to mdudo inf iu any agencies wit unm-
duuulm-—!au than $0.05 billion. -

9. Modify trede adjustmen! assistance program fo provids same

amoun! &2 ':fld program.—The trade ld,uﬂrun! assistance

program provides sdditional benefits to workers who become unem-

phyul as s result of import competition which causes a decline in the
sales or p of t . Under existing law, ulnmmsnl
g twubl hndprov:dn;d“li.nrth form of bo‘th higher beneﬂ' s than uonm!:'
e under unem eat compensstion programs
nlwgerdummdbmﬁ m 52 weeks as opposed to 26
weeks under regular State programs). ank the impact of import
competition may justify s longu durstion of benefits on the basis that
many similar firms in & given srea could be simultaneously impacted
) tlut it would uh [ longer time for norlun in the Aﬂoeted mduuo
to ﬁn:l new work, there does not o be s for
rmu s higher nlolbeuﬁtttlunmpmwlul workers
oung ot type- of jobs. Consicleration oould be given to mod:fymg
pcogun (mumg the additional benefit duration but limiting
bmﬁt vels to thoss of the regular State unemployment compensa-

%u sanvel sarmnge.—$0.1 billion.
10. Require Stsles to pay interest on funds borrowed from Federal
accounts.—Under present ll.'. State benafit costs are paid from tbc
of State unemployment taxes which are deposited in
ate accounts of the umgl(oymt trust fund. If a State weount
drops to & level whers the ntonllbeuublo(omouxubenedt
obligations, a loan (o meet the shortfal hmdo!mn(bel?edaul
unemployment account. (If the Federal unempl o,men
uate, it in tum borrows from the ral fund of the ’I‘rumry)
In each case, the loans that are made no inferest. Once & Joan
made to a State under this provision, the State has between 23
nnd 35 months to make repayment. At the end of that period, Federal
collection action begins by redu Federal tax credit otherwiss
available to employers in the Sta e Evon 80, 1o interest or other
nalty applies. (Because of the severe impact of the recent recession,
g: tes with oummdmlom were given 3 additional years to make

repayment dunng which no action is being taken to effect collection.)
Since ¢/ on &n interest-free basis, there is little
’ueenuu for Sulu to make repayment sny loomr lhan (Iuy have to .
The Federal Ommmenl. ho\uver. is actuall

these balances since they represent an increase tbo pnblle deb( A
change in the law be considered to increase State incentive to

repay outstanding loans as quickly as poesible by charging interest
onp:{y loan bdlr:eo outste n{ a rate equal t{ the going rate of
interest on Federal ueuntu

11. Provide for uMo]kMﬂthhum individual
18 receiving & penrion based on recent employment.— the 1976

nmendmenls to the unemployment laws were under consideration
by concern was expressed over the situation in which an
mdmdu. is in [act retired rather than unemployed may receive
unemployment benefits at the same time ﬁut he'is reeoimxlmw
ment pension. The law was amended to provide for a dollar-for-
dollar reduction in unemployment beneﬁn by the -mom}t of any
pension concurrently pa; - le to the individual. Because o cern
that the provision may have been too bmadly drawn, the eﬂect ve
date was set in tho futun lo pmml time for study and that effective
date was su further extended to March 31, 1980. The
interim io’:m tho mo?‘lh(/onmm on Unem Az‘:‘nmlg::-
Asat recommended tha! PNVM Al - w
a‘n to this_proposal, consideration eould be&nn to nuking the
3{? ebﬂ;c'un! '“?b: ududion to prge o of
ections ioniti
pli'l on employmn:‘mthin the 2 years pneedmg the dah o( un-

emg:
d sapinge.—$0.3 billion (as compared with repeal
roeonmended"g;' the hult‘gml Comminion).

BEST COPY AVAILABLE



' P

- BEFORE THE SENATE COMMITIEE ON PINANCE
SUBCORPTTTEE ON URERPIOYMENT AND RELATED PROBLEMS

A\

October %, 1979

MR. CHAIRMAN, YOUR EFFORTS TO FIND RESPONSIBLE WAYS TO
REDUCE THE COSTS OF THE UNEMPLOYMENT COMPENSATION PROGRAM
WHILE MAKING I‘.l; MORE EFFECTIVE ARE SINCERELY APPRECIATED: YOU
ARE TO BE.. COMMENDED FOR PROVIDING A FORUM FOR THE DISCUSSION
OF COST SAVING PROPOSALS, 8UCH AS THOSE PREPARED BY THE
COMMITTEE STAFF.

IN YOUR HEARING LAST MONTH ON LEGISLATION TO EXTEND THE
NATIONAL COMMISSION ON UNEMPLOYMENT COMPENSATION, I MADE THE
OBSERVATION THAT I WOULD OPPOSE RECOMMENDATIONS FROM THE
COMMISSION FOR FEDERAL STANDARDS TO EXPAND THE SCOPE OF THE
UNEMPLOYMENT COMPENSATION PROGRAM. I WOULD PREFER TO LEAVE
ANY. BBNB?IT.OR ELIGIBILITY DETERMINATIONS TO THE STATES
BECAUSE THEY RAISE MOST OF THE TAXES TO MEET BENEFIT PAYMENTS
UNDER THE PROGRAM. HOWEVER, I BELIEVE WE ARE FACED WITH A
UNIQUE SITUATION WHICH CALLS POR FPEDERAL ACTIONS TO LIMIT
PROGRAM COSTS AND MAKE OTHER IMPROVEMENTS THAT WILL PROTECT
THE UNEMPLOYED WITHOUT GIVING THEM THE INCENTIVE TO REMAIN
ENEMPLOYED UNNECESSARILY.

THE UNIQUE SITUATION TO WHICH I REFER IS THE CURRBNT
FINANCIAL DILEMMA PACED BY THE UNEMPLOYMENT COMPENSATION
PROGRAM. THE STATES HAVE OUTSTANDING TRUST FUND LOANS OF
$5 BILLION WHICH THEY BORROWED TO MEET BENEFIT OBLIGATIONS.
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THE FEDERAL TRUST FUND IS LIABLE TO GENERAL REVENUES FOR $8.2
BI.LLION AS A RESULT OF THE EXTENDED AND EMERGENCY BENEFIT
PROGRAMS. GIVEN CURRENT FEDERAL BUDGET PROBLEMS AND THE
EFFORTS OF CONGRESS TO ELIMINATE THE FEDERAL DEFICIT, IT IS. ..
INCUMBENT ON THE CONGRESS TO ASSIST THE STATES TO éIND WAYS
TO PUT THEIR UNEMPLOYMENT COMPENSATION PROGRAMS BACK IN THE
BLACK. WE ALSO NEED TO MAKE OTHER CHANGES TO ELIMINATE THE
FINANCIAL PROBLEMS OF THE FEDERAL TRUST FUND.

IT IS PARTICULARLY IMPORTANT TO NOTE THAT THOSE STATES
WHICH HAVE HAD TO BORROW FROM THE FEDERAL TRUST FUND, AND
WHICH STILL HAVE OUTSTANDING LOANS, HAVE NOT ALWAYS TAKEN
ADVANTAGE OF ADMINISTRATIVE TOOLS TO LIMIT ELIGIBILITY. IF
THESE STATES ARE UNWILLING TO INCREASE UNEMPLOYMENT TAXES TO
MEET THE HIGH BENEFIT OBLIGATIONS WHICH RESULT FROM THEIR
LIBERAL PROGRAMS, THEN THE CONGRESS HAS AN OBLIGATION TO
PROVIDE THEM 'i‘HB INCENTIVE TO TIGHTEN UP THEIR PROGRAMS AND
REDUCE THEIR COSTS.

BEFORE I CLOSE MY REMARKS, I WOULD LIKE TO OFFER ONE
PROPOSAL WHICH IS NOT AMONG THE STAFF SUGGESTIONS BEFORE US.
MY PROPOSAL WOULD PROHIBIT THE STATES FROM PAYING UNEMPLOYMENT
BENEFITS TO STRIKERS. I DO NOT BELIEVE CONGRESS EVER INTENDED
TO ALLOW UNEMPLOYMENT COMPENSATION BENEFITS TO BE PAID TO
STRIKERS. PAYMENT OF SUCH BENEFITS FUNDAMENTALLY ALTERS THE
EQUITABLE AND DELICATE BALANCE OF POWER BETWEEN LABOR AND



9

MANAGEMENT THAT IS THE KEYSTONE OF OUR NATIONAL LABOR POLICY.
FURTHERMORE, UNEMPLOYMENT BENEFITS SHOULD BE LIMITED TO THCSE
WHO REALLY NEED THE HELP, SUCH AS INDIVIDUALS WHO HAVE BEEN
LAID OFF OR WHOSE JOBS HAVE BEEN ELIMINATED, NOT PAID TO
THOSE WHO HAVE VOLUNTARILY CHOSEN TO STOP WORKING.

AGAIN, MR. CHAIRMAN, I THANK YOU FOR YOUR INTEREST IN
"BRINGING FISCAL RESPONSIBILITY TO STATE UNEMPLOYMENT PROGRAMS
AND FOR PROVIDING THIS OPPORTUNITY FOR THE DISCUSSION OF
COST-SAVING PROPOSALS WHICH CAN MAKE THAT A REALITY.

Senator BoreN. We will go ahead and commence the hearing at
this point. There might be other member of the subcommittee who
will be joining us, but we will proceed ahead. -

We will be operating under a rule of 10 minutes for those who
are making presentations before us today, and then we will follow
up with questions. So I would appreciate it if you would try to
confine your testimony to within 10 minutes in terms of your
ogening statements; and if you have statements that last longer
than that, if you wish to summarize them, we will put them in the
record in full.

The purpose of today’s hearing is to receive testimony concerning
proposals to reduce costs of the unemployment insurance program.
A list of possible cost-saving measures has been developed by the
staff and 18 attached to the press release announcing this hearing.
We solicit your views on these proposals as well as any additional
ideas you have for reducing program costs. ’

The Senate has instructed the Finance Committee to reduce
exgenditures within its jurisdiction by $1.4 billion for fiscal year
1980. While this task may be a difficult one, I welcome it. You may
be assured that I will be doing my part in helping the Finance
Committee achieve its goal.

In order to meet this goal, the committee must look carefully at
each program within its jurisdiction. Waste must be eliminated.
Top-heavy bureaucracy must be reduced. Priorities must be rea-
lined so that programs serve their intended purpose.

It is our purpose today to begin looking at the unemployment
insurance pmiram. Benefits in fiscal year 1979 totaled approxi-
mately $10 billion, and about $2 billion was spent for administra-
tion. Qut of a total labor force of 100 million people, 83 million are
covered by this program, with total wages of nearly $560 billion.

Financially, the program is still sufferiﬁ from the mid-1970’s
recession. Loans to States remain at $5 billion, and loans to the
Federal trust funds exceed $8 billion. It is crucial that we get our
financial house in order.

In light of these facts and the original intent of the Ul program
to protect American workers from financial ruin due toloss of
employment through no fault of their own, is it reasonable for
benefits to be paid to persons who voluntarily quit or refuse to
accept suitable work? Is it reasonable for this program to subsidize
pre(ﬁctable layoffs from seasonal employment or to pay strikers?
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Should the national unemployment rate mandate extended benefits
" in a State where the rate remains low? Is there sufficient justifica-
tion to pay higher benefits for a longer duration to persons in
certain categories of employment? Should Federal agencies be re-
quired to account for benefits paid to its former empioyees? Is it
reasonable for Ul benefits to subeidize retirement pensions?

It is my hope that we will hear opinions on these and other
questions from today’s witnesses and those who are submitting
written testimony.

I would say I am convinced that substantial savings can be made
from my own experience with the program in O oma. In the
mid-1970’s we found that 60 percent of the claims filed were from
p:ggle who had voluntarily quit work or would have been fired for
good cause. Under our law at that time, they were merely required
to wait for 7 weeks and then they would qualify for benefits.

In April of 1977 the balance in the Oklahoma trust fund was $10

million, not enough to ?ay 1 month’s benefits. After we changed
the law to make in:éégib e, to disqualify those who voluntarilmuit
or who had been fired for good cause, the trust fund rose within 24
months to $150 million, the highest in the State’s history. At the
same time eligibility was tightened, benefits for those eligible were
increased. So we had this Increase in our trust fund of from $10
million to $150 million while we were raising benefits from 66
percent of the average covered weekly wage to 62 percent, soon to
go to 66% percent; and at the same time taxes were reduced this
past year for over 1§0,000 Oklahoma employers.
_ So I think this demonstrates that ¢ can be made which
will bring economies in the program and this will be the focus of
these hearings, to look at these possibilities and other suggestion
that will come from the witnesses before us.

Our first witness this afternoon will be Mr. Lawrence E. Weath-
erford, Deputy Assistant Secretary of Labor for Employment and
Training. .

We are happy to have you here. You may proceed.

STATEMENT OF HON. LAWRENCE E. WEATHERFORD, DEPUTY
ASSISTANT SECRETARY FOR EMPLOYMENT AND TRAINING,
U.S. DEPARTMENT OF LABOR, ACCOMPANIED BY ROBERT
EDWARDS, ADMINISTRATOR, UNEMPLOYMENT INSURANCE
SERVICE AND THE EMPLOYMENT TRAINING ADMINISTRA-
TION

Mr. WeatHerroRD. Thank you. I have a statement. I will go
through part and read it.

I have with me Bob Edwards, the Administrator of the Unem-
{)log.ment Insurance Service of the Employment Training Adminis-

ration.

I want to thank you today for the opportunity to be here to talk
with- you about these measures you have under consideration for
the unemployment insurance program.

Mr. Chairman, the administration has taken the position that no
substantive unemployment insurance legislation ought to be en-
acted until the National Commission on nemlgloyment Compensa-
tion, established by Public Law 94-566, the Unemployment Com-
pensation Amendments of 1976, has issued its final report.
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This position is based on the many interrelationships that exist
in the Federal-State unemployment compensation program that
make it difficult to isolate individual areas and concentrate on
them alone. We do not believe a piecemeal approach is appropriate.
We concur, however, that modification of the pension provision is a
matter that needs to be dealt with immediately, because under
current law a change will take place March 31, 1980, if Congress
takes no new action, and the Commission has already made its
recommendation on this issue.

Despite this general objection, Mr. Chairman, we have reviewed
each of your proposals for reducing costs of the program in terms
of minimum adverse impact on the integrity of the program. While
the adoption of these proposals would result in long-term savings to
the Federal-State unemployment compensation program, only six
could provide any possibility of savings in fiscal year 1980. Four
others, which require changes in both the Federal law and all State
laws, are unlikely to be in place early enough in fiscal year 1980 to
cut costs; and one proposal—to require States to pay interest on
loans borrowed from the Federal Government—would require a
change in terms and conditions of existing loans to the States in
order to provide any immediate savings.

In two of the six proposals where savings potentially could be
realized in fiscal year 1980, the savings probably would not be
realized.

First, the elimination of the national trigger in the extended
benefit program would save money in fiscal year 1980 only if the
insured unemfloyment rate—IUR—goes as high as 4.5 percent.
This is equivalent to a total unemployment rate of about 7.3 per-
cent. Qur current projections do not show unemployment reaching
that level.

I will make a change in the testimony because I alleged that the
Congressional Budget Office had the same one, and I believe we
found that to be different todaﬁ.

Senator BoreN. Yes; the CBO, I believe, does postulate a rate
that may exceed that figure. So there could be some savings if the
CBO were correct.

Mr. WEATHERFORD. Second, allowing States to adopt a trigger for
optional extended benefits higher than the five percent IUR may
not result in immediate savings. It is unlikely that many State
legislatures would opt for the higher trigger in a year when unem-
plcxrment levels are anticipated to be risinﬁ.

t this point, Mr. Chairman, I would like to discuss individually
each of the options listed by the subcommittee for consideration.
The first one, relating to disqualification of individuals for the
duration of their unemployment following a voluntary quit, a dis-
charge for misconduct, or a refusal of suitable work, is one that has
already received serious consideration by the States and that we
are studyin, carefulg. .

Historically, the Department of Labor has recommended that
States adopt periods of disqualification of a fixed number of weeks,
but State enactments have run contrary to this recommendation.
Since October 1974, the number of States that have a disqualifica-
tion for the duration of the unemployment spell has increased from
34 to 43 for voluntary quits, from 20 to 43 for discharges for either
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misconduct or gross misconduct, and from 19 to 28 for refusals of
suitable work. )

In the other 10 States, an individual who voluntarily leaves his
job is subject to a disqualification that lasts only for a specified
number of weeks; however, this period could continue for as long as
10 weeks in six States, and even up to 25 weeks in two of them.

It is possible, as a result of the variation among State laws, that
a disqualification for the duration of the unemployment could be
satisfied sooner than the disqualification for a period of time.

For example, a claimant in Texas who is disqualified for as long
as 25 weeks for voluntarily leaving his or her job could be serving
this disqualification for many weeks longer than a similarly situ-
ated claimant in a State that disqualifies only for the duration of
the unemployment. This example, we believe, demonstrates the
complexity of a national standard in this area.

Mr. Chairman, voluntary actions by State legislatures in the past
5 years have increased the use of duration disqualifications. We
believe any Federal action in this area should await a careful
analysis by the Commission.

The second proposal would require claimants to accept any job,
regardless of prior experience, after the 13th week of benefits. This
proposal would result in an individual not being able to preserve
his or her job skills. We believe that the kind of work considered
suitable should expand as the period of unemployment lengthens.
This is a concept all States already put into practice through their
own regulations and procedures. We do not believe, however, that a
Federal standard should be imposed in this area without the bene-
fit of the Commission’s analysis and recommendations.

Congress did enact a Federal standard requiring an individual to
accept any job which met certain minimum standards in the exten-
sion of the Federal Supplemental Benefits—FSB—program, but the
standard did not become effective until after the 39th week of
benefits. At that time the individual was receiving benefits funded
by general revenues rather than by the Federal-State unemploy-
ment compensation system.

Claimants receiving benefits beyond the 39th week under general
revenue funded special programs such as FSB are in a different
situation than claimants in the 13th week of the regular program.

The third proposal mandates the establishment of seasonality
provisions in all State laws. Although States have been free to
adopt such provisions since the beginning of the program, no State
has adopted one in the past 35 years, and 17 of the States that once
had such provisions have repealed them. This State resistance to
siasonality provisions is due to the difficulty of administering
them.

Our own experience in administering the between-terms denial
for school employees has also shown that it is extremely difficult
and costly to administer provisions of this nature.

The fourth proposal is to require all States to establish a 1-week
waiting period prior to receiving benefits. This change will not
result in any improvement in the unemployment insurance system.
All but 12 States now require a waiting week, and 9 of them allow
an individual to be compensated for the week after he or she has
received benefits for a specified number of weeks.
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It should be noted that there will be no savings in cases where
individuals exhaust their benefits. No Federal standard on the
waiting week should be enacted prior to the Commission’s report.

In addition to the above comments, Mr. Chairman, we would also
point out that these four proposals would require action by State
leg}}sllatures to implement.

e fifth proposal is to provide assistance to States in controlling
fraud and overpayments. We have already spent a good amount of
money in improving the automation of our processing in the States,
to dsgtwo things: To improve our ability to detect fraud and,
second, to improve our collection of taxes from the delinquent
employers.

The sixth, as I said before, we do not believe there would be
savings here because the trigger would not go on in 1980.

The seventh proposal is to allow States to trigger in extended
benefits at insured unemployment levels higher than 5 percent.
Currently there are 38 States that have opted for the 5-percent
waiver provision and the option remains open for the other States.
We believe this proposal requires a more extensive analysis and
consideration of alternatives such as replacing the present 120
percent requirement with a seasonally adjusted rate. -
~We expect the Commission to study this area.

The eighth proposal, dealing with Federal agencies, Mr. Chair-
man, we are looking at this one on our own. We are having a study
in which we are trying to determine how much it costs to do that.
We do have some feeling about that one, in su;t)lport of that. We
Yould not have the results of that study that we have started until

une.

With respect to the ninth proposal, which is the trade adjust-
ment payment of benefits at the unemployment insurance level,
Mr. Chairman, we would oppose that at this time because this is a
very sensitive area that covers many areas other than the unem-
ployment insurance program.

I think your committee has had under consideration changes in
the trade program, and we believe that in view of the current level
of benefits all over the country that there is a lot of validity to
keep the trade program benefit levels the same as they are now.

Finally, as I indicated, the last two areas, which is the interest
on the loans, we certainly have some interest in that, but we have
got those $5 billion out there that we shouldn’t change the condi-
tions on. '

The last proposal, on pensions, Mr. Chairman, we support that
proposal and we have so testified over on the House side on a bill
that they have under consideration.

Thank you, Mr. Chairman.

Senator BoreN. You say on the pensions you support that?

Mr. WEATHERFORD. Yes, sir; we would want to talk to you about
the language of that. Just from an administrative standpoint we
would like to see you deal with base period employers rather than
2 years, because it would serve basically the same. purpose and fit
in better the way the States operate now.

Senator BoreN. Let me ask this question on the trade adjust-
ment assistance: I realize there may be some political justification
for this, but if a person is unemployed they are unemployed,

53-247 0 = 79 - 2
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whether it be due for whatever the reason, whether it is due to
some trade-related reason or some basic lack of competitive posi-
tion in the industry that they are working, some layoff is required
for whatever reason, it is still an economic dislocation; and if the
purpose of the program is simply to try to help the person who
through no fault of their own has been laid off work, why should
we say that a person who is laid off work because of something
related to trade is entitled to higher benefits? They have the same
costs; they are both laid off work through no fault of their own;
why should there be a special program for trade-related layoffs?

Mi. WEATHERFORD. Mr. Chairman, we went back and looked at
the Finance Committee’s language when they put this into the act
before. I think they focused on the fact that in most of these cases
the areas and the industries were tremendously hard hit and for
long periods of time.

I think, in trying to find a way to justify that, it seemed to me
that workers who are faced with that problem are not the same as
workers who are faced with the normal seasonal layoffs between
jobs, short-term unemployment. They might be better able to
handle that with the regular insurance program than you would
with a worker who is faced with long-time adjustment in trying to
adjust because of trade activities.

One of the things that troubles us here is the relationship be-
tween the Federal Government taking action and laying the stand-
ards on this particular program, versus the concept that we nor-
mally believe in, of having State action.

Senator BoreN. Of course, the Federal Government, while we
modified the trade laws, you know, Congress may modify purchas-
ing or something else from some particular area that would cause a
layoff that would be just as severe in something like the aerospace
industry or something else; and Congress or the Government would
}>e j;lst as much responsible for it as if they changed the tariff
evel.

That is what seems to me to be a little inconsistent, in providing
special benefits for any one category.

Mr. WEATHERFORD. We have, as you know, a number of programs
that have come out in the last 3 years—the Redwood Act, airline
deregulation, others, where we have the same sort of situation.

Senator BoRreN. It sets a precedent, doesn’t it?

Mr. WEATHERFORD. Yes, sir; it certainly does. ‘

Senator BOreN. Let me ask you this: How many States totally
diﬁual‘i{'y people who voluntarily quit?

r. WEATHERFORD. Mr. Chairman, I want to answer that, that
there are 43 States, I believe.

S.eora%tor BoReN. That totally do, they don’t just go to a waiting
period?

Mr. WeATHERFORD. The disqualification for the duration of the
unemployment. .

Senator BoreN. So all but seven States do that?

Mr. WEATHERFORD. I believe 10. We have three: the District of
Columbia, the Virgin Islands, and Puerto Rico are included. We
use 53 as our number. )

Senator BOreN. I see. So there has been quite a movement
toward that in terms of States following that enactment?
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Mr. WEATHERFORD. Yes, sir; I said in the testimony there that I
believe the number has increased substantially over the last 4 or 5
years. There has been a tendency to go to that.

Senator BoreN. Do you know what States have not? Are they the
l%rggr States, in terms of expenditures, who have not moved to
that?

Mr. WEATHERFORD. Mr. Chairman, I think I can find that for you
here. I believe Alaska, Colorado, the District of Columbia, Kansas,
Michigan, Nebraska, Texas, the Virgin Islands, West Virginia, and
Wyoming. So it is kind of a mix in there.

nator BoREN. Some lower and some higher unemployment.

Do you have any other suggestions that you might offer to us? I
might say in all candor, it is a little disheartening when we have a
program of this size, and you are involved in the administration of
it, that you are urging us to go slowly on most of these areas. It is
hard to believe we could not find some areas that wouldn’t be good
tar%ets for savings in a program this large, where we are spending
$2 billion a year even on the administration of the program, and
much, much more than that, of course, in terms of benefits.

Do you have any other situations that we might follow in terms
of areas that might not have been mentioned at all by the staff for
cutting costs?

Mr. WEATHERFORD. Mr. Chairman, I certainly appreciate what is
your disappointment in us not joining you. One of the things that
troubles us a little here, as I indicated, is the study commissioned,
and our relationship with the States when you look at it just for
fiscal year 1980. It seems to me that we need to be careful about
taking steps to reduce benefits to workers who are basically enti-
tled to them,

Our basic feeling is that we don’t have high enough benefits now
for about 40 percent of the workers in the country that lose their
jobs through no fault of their own. Probably the area where we can
do the most good is in the administration of the program; and since
we were hit in the last recession, we have devoted some additional
resources, administrative staff, to the area of trying to determine
who is eligible for benefits.

We have shown some marked changes in the record. For exam-
ple, if I can just use one here, in 1975 we had a disqualification
rate that ran about 1 week per 1,000. We doubled that over the last
2 or 3 years since that period of time.

In the area where we talked to claimants about their eligibility,
we have doubled the disqualification rate, not just in weeks but in
terms of disqualification.

We have some places around the country in the States where
their eligibilit re?uirements are pretty loose, and there is some
question in a lot of people’s minds as to whether they really indi-
cate attachment to the labor force or not. I think it is in those
areas, and one of the things that gives us trouble is coming down
with something that when you operate a decentralized system,
laying a requirement on them to do something about it, disqualifi-
cation is an area where States have generally made some progress.

Senator BoreN. Do you try to track, for example, when States—
and I am reciting the Oklahoma experience—when States make
changes in the law, and changes in terms of qualifications, and
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these result in financial changes in the status of the fund—-in-
creased and improved reserves, the ability to pay increased bene-
fits; or, on the other hand, if it has a negative effect, the chan§e
has a negative effect, in terms of financial soundness and benefit
structures, et cetera—do you attempt to track these down, so we
can begin to try to benefit from the fruitful experiences and experi-
ments &' States?

Mr. WEATHERFORD. Mr. Chairman, we review each State’s law.

As you know, we have to certify them for conformity with the
overall Federal law; and it gives us the opportunity to keep up
with what is going on in the States. They are required to give us a
copy; and we have a comparison. It is an in-depth comparison and
lists all of the various ones.

We have done some research on the law changes. We have some
research now being conducted on the last amendments to the Fed-
eral law that require States to cover agricultural workers, house-
hold workers, et cetera. We do some of that, but I suspect not
nearly as much as we should.

We are beginning what we call a longitudinal study, that we
have not had in the past, that will let us track a sample of claim-
ants throughout the country. It is a byproduct of operations; and
we hope within the next 3 or 4 years to have in place a system
where we can measure the State impact as well as the national
impact of any sort of changes in the system. But we don’t have that
in place yet.

nator BoreN. Well, I would urge you to try to track these more
closely; and I understand the work of the Commission in this area,
and that you are urging us to have the full results of the Commis-
sion’s work. I supported extending the Commission; but I would
hope that this would not keep the Department from going out and
taking a close look at areas where you feel you can come forward
with suggestions, because, as I said, we are trying to make savings
this year if at all possible, and while we are coming into a period of
potentially high unemployment—we hope that prediction does not
come through, but it could—I think that is all the more reason for
us to try to make sure that we don’t waste any money that we can
avoid wasting. Then we will be able adequately to take care of the
people truly unemﬁloyed, without having to increase these huge
outstanding loans that are already there.

Well, I appreciate your testimony very much; and the remainder
that you did not read we will place in the record.

[The prepared statement of Mr. Weatherford follows:]
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STATEMENT OF LAWRENCE E. WEATHERFORD
DEPUTY ASSISTANT SECRETARY FOR EMPLOYMENT AND TRAINING
BEFORE THE
SUBCOMMITTEE ON UNEMPLOYMENT AND RELATED PROBLEMS
COMMITTEE ON FINANCE
UNITED STATES SENATE

October 1, 1979

Mr. Chairman and Members of the Subcommittee:

I want to thank you for the oppo;tunity to
appear before you today tor testify on a variety
of measures affecting the unemployment insurance
program. .

In general, Mr. Chairman, the Aéministration
has taken the position that no substantive unemploy-
ment insurance legislation ought to be enacted
until the National Commission on Uneﬁployment
Compensation, established by P.L. 94-566, the
Unemployment Compensation Amendments of 1976,
has issued its final report. This position is
based on the many interrelationships that exist
in the Federal-State unemployment compensation
program that make it difficult to isolate indi-

vidual areas and concentrate on them alone. We
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do not believe a piecemeal approach is appropriate.
We concur, however, that modification of the pension
provision is a matter that needs to be dealt with
immediately because uUnder current law a change

will take place March 31, 1980 if Congress takes

no new action, and the Commission has already made
its recommendation on this issue. .

Despite this general objection, Mr. Chairman,
we have reviewed each of your proposals for reducing
costs of the program in terms of minimum adverse
impact on the integrity of the program. While
the adoption of these proposals would result in
long-term savings to the Federal-State unemployment
compensation program, only six could provide any
possibility of savings in FY 80. Four others,
which require changes in both the Federal law
and all State laws, are unlikely to be in place
early enough in FY 80 .to cut costs, and one proposal--
to require States to pay interest on loans borrowed
from the Federal Government--would require a chénge
in terms and conditions of existing loans to the

States in order to provide any immediate savings.
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In two of the six proposals where savings
potentially could be realized in FY 80, the savings
probably would not be realized. First, the elimina~
tion of the national trigger in the extended benefit’
program would save money in FY 80 only if the
insured unemployment rate (IUR) goes as high as
4.5 percent. This is equivalent to a total unemploy-
ment rate of about 7.3 percent. Neither the Con-
gressional Budget Office's nor the Administration's

current projections snow unemployment reaching
‘this level.

Second, allowing States to adopt a trigger
for optional extended benefits higher than the
5 percent IUR may not result in immediate savings.
It is unlikely that many State legislatures would
opt for the higher trigger in a year when unemploy-
ment levels ;re anticipated to be rising.

At this point, Mr. Chairman, I would like
to discuss individually each of the optidns listed
by the Subcommittee for consideration. The first

one, relating to disqualification of individuals
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for the duration of their unemployment following

a voluntary quit, a discharge for misconduct,

or a refusal of suitable work, is one that has

already received serious consideration by the

States and that we are studying carefully.
Historically, the Department of Labor has

recommended that States adopt periods of disqualifi-

cation of a fixed number of weeks, but State enagt-

ments have run contrary to this recommendation.

Since Octaber 1974, the number of States that

have a disqualification for the duration of the

unemployment spell has increased from 34 to 43

for voluntary quits, from 20 to 43 for discharges

for either misconduct or gross misconduct, and

from 19 to 28 for refusals of suitable work.

In the other 10 States an individual who volun-

tarily leaves his job is subject to a disqualifi-

cation that lasts only for a specified number

of weeks; however, this period could continue

for as long as ten weeks in six States and even

up to 25 weeks in two of them.
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It is possible, as a result of the variations
among State laws, that a disqualification for
the duration of the unemployment could be satisfied
sooner than the disqualification for a period
of time. For example, a claimant in Texas who
is disqualified for as long as 25 weeks for volun-
tarily leaving his or her job could be serving
this disqualification Eor-many weeks longer than
a similarly situated claimant in a State that
disqualifies only for the duration of the unemploy-
ment. This example, we believe, demonstrates
the complexity of a national standard in this
area. Mr. Chairman, voluntary actions by State
legislatures in the past five years have increased
the use of duration disqualifications. We believe
any Federal action in this area should await a
careful analysis by the Commission.

The second proposal would require claimants
to accept any job regardless of prior experience
after the 13th week of benefits. This proposal

would result in an individual not being able to
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preserve his or her job skills. We believe that

the kind of work considered suitable should expand

as the period of unemployment lengthens; this

is a concept all States already put into practice

through their own regulations and procedures.

We do not, however, believe that a Federal standard

should be imposed in this area without the benefit

of the Commission's analysis and recommendations.
Congress did enact a Federal standard requiring

an individual to accept any jcb which met certain

minimum standards in the extension of the Federal

Supplemental Benefits {FSB) program, but the standard

did not become effective until after the 39th

week of benefits. At that time the individual

was receiving benefits funded by general revenues

rather than by the Federal-State unemployment

compensation system. Claimants receiving benefits

beyond the 39th week under general revenue funded

special programs, such as FSB3, are in a different

situation than claimants in the 13th week of the

regular program.
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The third proposal mandates the establishment
of seasonality provisions in all State laws.
Although States have been free to adopt such pro-
visions since the beginning of the program, no
State has adopted one in the past 35 years and
17 of the States that once had such provisions
have repealed them. This State resistance to
seasonality provisions is due to the difficulty

—
of administering them.

Our own experience in administering the between-
terms denial for school employees has also shown
that it is extremely difficult and costly to admin-
ister provisions of this nature. An attempt to
administer a seasonality provision nationally
could be expected to generate at least as many
complaints, and possibly many more, than have
arisen from the restrictions that currently apply
to schcol employees. In addition, one study we
have on seasonality indicates that, at least in
one State, it costs more to administer than it

saves.
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It is clear, Mr. Chairman, that States have
found that the adoption of a seasonality provision
does not adequately do what it is intended to
do, that is, limit benefits to individuals whose
unemployment cannot be anticipated. This factor,
coupled with the desire of employers engaged in
seasonal pursuits to maintain a steady wo?kforce
when needed, has dampended the desire of State
legislatures to adopt seasonality provisions.

Most States have dealt with the seasonality question
through the use of qualifying requirements that
require a claimant to have substantial attachment

to the workforce before being eligible for unemploy-
ment benefits.

The fourth proposal is to require all States
to establish a one-week waiting period prior to
receiving benefits. This change will not result
in any improvement in the unemployment insurance
system. All but 12 States now require a waiting
week, and nine of them allow an individual to
be compensated for the week after he or she has
received benefits for a specified number of weeks.
It should be noted that there will be no savings
in cases where individuals exhaust their benefits.
No Federal standard on the waiting week should

be enacted prior to the Commission's ceport.

\
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In addition to the above comments, Mr. Chairman,
we would also point out that these four proposals
would require action by State legislatureé to
implement. As a result, it is unlikely that action
could be taken in time to save money in FY 80.

The fifth proposal is to proéide assistance
to States in controlling fraud and overpayments.
Providing such assistance to the States is an
objective towards which we have been and are. cur-
rently working. We have devoted a substantial
amount of money and effort to computerizing State
operations by funding an automated means of cross
matching claims against employment recoids. In
addition, we are placing increased emphasis on
State collections from delinquent employers.

More needs to be done not only to reduce fraud

but also to slow down the increasing delinquency
rate of employers. Any system, however, that

uses an incentive approach to administrative financ-
ing should carefully analyze all possible adverse
effects before adopting such a method. The Commis-

sion is studying the entire area of administration.
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~ The sixth proposal is to eliminate the national
trigger in the extended benefit program. This
is a major legislative change which should not
be coﬁsidered in the absence of the Commission's
report. We would point out, however, that had the
national trigger not been in place during the
1975-1977 recession period, two States would not
have paid extended benefits at all.

The seventh proposal is to allow Stétes to
trigger in extended benefits at insured unemployment
levels higher than 5 percent. Currently there
are 38 States that have opted for the 5 percent
waiver provision and the op%ion remains open for
the other States. We believe this proposal requires
a more extensive analysis, and consideration of
alternatives such as replacing the present "120
percent" requirement with a seasonally adjusted
rate. We expect the Commission to study this
area.

The eighth proposal is to provide an incentive

for Federal agencies to contest improper benefit
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claims. Before adopting this suggestion we believe
the Subcommittee should first weigh all the addi-
tional costs involved, both to Federal agencies
and State employment security agencies, to deter-
mine whether there would be sufficient savings
involved after the expenses are deducted. 1In
light of a recent GAO report recommending this,
the Department of Labor has initiated action under
which a contract will be let to determine the
additional administrative costs that would be
incurred. Results of this study will be available
in June 1980.

The ninth proposal is to provide recipients
of benefits under the trade adjustment assist-
ance program with the same weekly benefit amount
available under the unemployment insurance system,
and to pay such benefits to trade adjustment assiét-
ance claimants only after they have exhausted )
their unemployment insurance. Such a reduction
should only be addressed in the overall context

of the trade adjustment assistance program, which

~3



28

will come before the Congress for reauthorization
prior to its expiration in 1982. We do not believe
such -a change should be considered in isolgtion
at this time.

We have legitimate concern for the objective
of the ;enth proposal which is to require States
to pay interest on funds borrowed from the Feéeral
Government, but we believe that any consideration
of this proposal should recognize that the loans
now éutstanding as a result of deferral--$5 billion
among 17 States-~ are in a special category.
In adopting the 1loan provision, Congress carefully
considered that States would have unanticipated
economic problems. The Congress responded by
adopting a means of coping with these problems
that worked well until recently when there was
a totally unanticipated drain on State funds.
Congress, recognizing the unprecedented drain,
authorized the States to defer repaying their
1o;ns, thereby negating any motivation a State

would have to make an early repayment. Since
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this is the last year deferrals are allowed, the
pormal payback provisions of the Federal law will
begin next year and could substantially reduce
the amount of loans currently outstanding. This
would go a.long way towards alleviating the problem.
Consideration must be given to the question of
whether it would be an injustice to pass legislation
at this time to correct a problem that resulted
from temporary legislation allowing States to
delay repayment.

The final proposal is to provide for a reduc-
tion in unemployment benefits when an individual
is receiving a pension based on recent employment.
We support this proposal, but recommend that "recent
employment" be interpreted to mean a pension based
on employment with an unemployment insurance base-
period employer. The proposal, as written, would
go back two years and require States to alter
their procedures to verify pensions received from
employers six months to a year prior to the normal

base period. While this can be done, it would

$3-2470 - 79 - 3
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be less costly administratively to limit the deduc-
tions to pensions received from employers within
the State's existing base period. ‘
Before closing, Mr. Chairman, I would like
to express my concern for making changes in the
unemployment compensation program while comprehensive
studies are under way of the entire program and
its future direction. We believe we should wait
" and see what the National Commission on Unemployment
Compensation will recommend. This Commission
was established by Congress to review the entire
unemployment insurance system and make recommenda-
tions of what the relationship should be between
the States and Federal Government. We ought to
review the Commission's recommendations on what
that relationship snould be before proceeding
further with additipnal Federal standards.
I thank you for this opportunity to express

my views and would be happy to answer any questions.
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Senator BoReN. Our next witness is Mr. S. Martin Taylor, the
president of the Interstate Conference of Employment Security
Agencies, Inc., and director of the Michigan Employment Security
Commission. -

Mr. Taylor, we are very glad to have you with us.

STATEMENT OF S. MARTIN TAYLOR, PRESIDENT, INTERSTATE
CONFERENCE OF EMPLOYMENT SECURITY AGENCIES, INC,
DIRECTOR, MICHIGAN EMPLOYMENT SECURITY COMMISSION,
ACCOMPANIED BY SANDI BATES, RESEARCH DIRECTOR, IN.
TERSTATE CONFERENCE

Mr. TayLor. Thank you very much.

Senator BoreN. And your associate, if you would like to——

Mr. TayLor. Yes, I have with me Sandi Bates, the research
director for the Interstate Conference of Employment Security

encies.
A% am president of ICESA and director of the Michigan Employ-
ment Security Commission. My testimony today is presented as
president of the Conference, whose membership is comprised of
employment security administrators of the 50 States, Puerto Rico,
the Virgin Islands, and the District of Columbia.
In addition to other duties and responsibilities, our membership
administers a Ul system in this country.
We have submitted to the committee staff copies of our written
statement of 20 pages. I would like to summarize it.
~Ser1:lator BoreN. Fine; we will place that full statement in the
record. -
Mr. TayLor. Thank you.
I would like to touch on three points, Senator.
First of all, I would like to talk a little bit about the Federal
Unified Budget. No. 2, I would like to discuss ICESA’s formal
ition against increased Federal standards; and, third, ICESA’s
formal positions with respect to the 11 items that you are consider-

today.

i‘irst of all, we have serious questions about the validity of
including within the Federal unified budget, the State unemploy-
ment insurance trust funds.

We have difficulty understanding a State program, financed by
State taxes, operating under essentially a State law, being included
within the Federal budget. Again, there is some difficulty with us
accepting the notion that how much a given State pays out in
unemployment insurance impacts on the Federal budget process.

Now, it is our opinion that items Nos. 1 thwh 6, and 11, are
calculated to reduce costs under the Federal unified budget. That
seems to be the rationale, the motivation, for it, as I think you
stated at the outset.

Given the fact that we have difficulties suggorting that concept,
the concept of the trust funds being contained within the Federal
Unified Budget, we would be opposed to those measures as cost
saving items, because we would think that some serious considera-
tion ought to be given to continuing to keep the State UI trust
funds within the Federal unified budget.

Second, the Conference is four s?uare against increased Federal
standards. We have tried to be fairly consistent about that. We are
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against increased Federal standards when those proposed stand-
ards are what one calls liberal, or what one would call conserva-
tive, either way, we think increased Federal standards are not
needed at this time.

It is our opinion that the States are in a better position to
determine, according to their economic situation, their business

cles, their employment, the demographics of their State, how
their unemployment insurance system should be structured.

It is our opinion, therefore, that items Nos. 1 through 4, and 11,
represent Federal standards and we are therefore opposed to them
on that basis. So at least on items Nos. 1 through 4, and 11, for two
reasons, we have serious questions about the propriety of those
proposals.

With respect to our formal position, as I think you are aware, we
take polls and we pass resolutions at our midyear and annual
meetings on specific items. I will try to very quickly run through
our positions from that standpoint; and I think you will note there
will be, obviously, some overlapping or duplication.

First of all, items Nos. 1 through 4, and 11: As [ said, we have
taken formal golls and passed formal resolutions, whereby, ICESA
is opposed to those particular items on the basis of increased Feder-
al standards and the process of reducing the Federal unified

buaget.
ith res to item 5——

Senator BoreN. Let me ask you there, however, a majority of the
S}t;ateg in the association have, at the State level, enacted several of
these? )

Mr. TavLor. That is correct. :

Senator BoreN. In other words, a voluntary quit has been adopt-
ed by a majority of the States; those refusing to accept reasonable
or suitable employment, a large portion of the States, or over half,
have accepted that——

Mr. TayLor. That is right.

Senator BOReN [continuing]. And seasonal employment.

Now, would you comment on that? We heard the comment from
the Department of Labor a minute ago.

Mr. TAYLOR. About seasonal employment?
t:hSte';lat;or BoreN. Yes. There seems to be movement away from

at? )

Mr. TayLoR. One of the things we cite in our paper is that—take,
for example, schoolteachers—we have denial periods between regu-
lar semesters; that is based on the concept that a teacher is paid
annual salar{y; it is calculated for 12 months.

The fact of the matter is, they simply don’t get paid for 3 months
and they do not work for 3 months, but the salary is consid-
ered for the whole year. In many, many other industries, you have
seasonal layoffs where there is no consideration given to those
seasonal layoffs in compensation.

For example, within an auto industry, a classic example, model
changeover layoffs; you know that a certain number of workers are
going to be laid off every year, generally in July or August, but
there is no telling who exactly will be laid off or how long it will
be; and compensation for those workers is precisely the same.
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So an argument cannot be made that such layoffs have been
considered when the compensation levels have been set. So we
think that the individ States are best suited to determine
whether they have some particular type of seasonal work, where
there ought to be a denial period. But to have a blanket denial
period, we think, would be terribly inequitable.

Senator BoREN. So you are saying the States are in a better
position to tell where compensation been planned and on an
annual basis, and seasonal layoffs are a part of that compensation,
as with teachers or whether it fits the autoworker picture, where
you cannot plan ahead?

Mr. TavLoR. That is correct.

Senator BoReN. Are teachers and professional athletes covered
by the congressional enactment?

Mr. TAYLOR. Just teachers; yes, and professional athletes.

Senator BoREN. Are there any other groups that from your expe-
rience or that of those in other States that you have heard fit

icularly in the category of not being paid seasonally, but where
1t is considered a part of their annual compensation?

Mr. TAvLor. Not that I know of; not that I can recall; no, sir.

Senator BoreN. Excuse me. '

Mr. TavLor. With res to item 5, which deals with Federal aid
to States, increased Federal aid to States for benefit payment con-
trol—and I guess I should point out this is an area of fraud and
overpayment, et cetera—we are in full support of this measure. We
have, via our efforts over many, many years, through the budget

rocess, argued for increased staff and increased assistance to
ower our error rates and effect restitution, et cetera. We feel in
this area of benefit payment control that we are underfunded and
we need more staff for investigation, prosecution, restitution.

Senator BoRrEN. Is that staff estimate a realistic one, that we
- would save $100 million through that process?

Mr. TAYLOR. Oh, yes, sir; $100 million nationally through better
and more efficient staff, yes. In fact, in my own individual State we
ran some systems to detect overpayment of all sorts, whether by
error or fraud or otherwise—it is all the same in terms of dollars—
and we were alarmed at how much and at how—well, at how much
can be done to reduce those errors.

But it simply requires staff. But we think it pays for itself. We
think we can show that to you, where it would more than pay for
additional expenditures. ‘

With r%ard to items 6 and 7, item 6 deals with eliminating the
national EB trigger, and item 7 would permit States to alter the
State EB trigger, extended benefits. We have no recent formal
position; however, as president I am guite certain that we would
support item 7, which would allow a State to alter its EB trigger.
That would be consistent with our position that we can best deter-
mine when we have an unemployment problem.

With regard to item 6, I am very uncertain as to that—that is
the elimination of the national trigger—but 1 would say this, that
we would be more than willing to poll our members and to share
those results with you. ‘

Senator BoreN. I would appreciate that. As I understand now,
once the trigger—once you reach the average national rate it is
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triggered in all States, whether or not those States have as high an
unemployment rate, so you may have an 8 percent overall national
unemployment rate, but State X may only have 3 percent, yet it is
triﬁe in State X as well as in the other States?

r. TAYLOR. The majority of our members might argue with you.
They may feel a State trigger might have a more targetinf etfect
as to where the real problem is. We would be happy to do that.

Senator BoreN. I realize that not to trigger it would give rise to
the argument in some States of, “We are not getting our fair share
of the dollars.” But overall, if you didn’t know where you were
going to be ahead of time, you might be more in favor of it in
terms of philosophy.

I would appreciate that, if you could do that, and supply it; that
would be helpful to the full committee at the time they bring this
up for consideration.

hMr. TavrLor. We will discuss it with your staff and proceed to do
that. .

With regard to item 8 that dealt with providing certain incen-
tives to Federal agenciés or departments as employers to better
police the UC system, we have no formal position on that, but I am
again quite certain that we would support that effort.

One of the key aspects to the unemployment insurance system is
the full participation, not only by the claimant and by the agency,
the unemployment insurance agency, but also by the employer.
And the employer in this case is the Federal department.

If Federal departments had an idea about how much they were
paying in unemployment insurance, they may have more incentive
to tgive us wage and separation information to challenge claims, et
cetera.

So we think, while it is good in the private sector, it ought to be
good here. So we would support that, I am quite certain.

With regard to item 9, that is an item that would say that the
trade readjustment weekly benefit amounts would equal the State
weekly benefit amounts, and we would have no direct, formal
position, except for the fact ICESA generally has favored and gone
on record as supporting one Ul system. ’

We are cognizant, however, of perhaps the need for Federal Ul
programs, a program to cover unemployment due to national deci-
sions; and if that is the decision of Congress, so be it.

But what we would urge you to do is to give a close look at
seeing if you couldn’t have one consolidated Federal program.

Senator BoreN. In other words, instead of saying we will pick out
this industry or that——

Mr. TAYLOR. Yes, the airline industry, et cetera. Yes, sir, so if
something could be done in that area, it would be a great help in
the administration and the equity in it. i

With respect to item 10 dealing with interest on loans from State
trust funds, we do have in this regard a formal position favoring
interest on future loans.

Now the tenth item that you are considering, I read that to
mean loans and interest period. We would be in favor of interest on
loans in the future.

S tm%tor BoRreN. In other words, not making it retroactive to
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Mr. TavLor. That is correct.

Senator Boren. Well, I think you make a good point on that.
Was that fairly overwhelmingly adopted by your association in
terms of prospective?

Mr. TAYLOR. What the members saw, Senator, was perhaps there
was a need, certainly there was a minority against it, but the
majority felt this would perhaps provide an incentive to a State to
raise its taxes, to perhaps reassess its program, to try to reduce
costs, et cetera, so it could pay back its loan a little earlier, when a
delay in paying it back is costing more money.

So we have supported that concept.

Senator BoreN. I am in sympathy with what you say in terms of
prospective instead of retroactive ap§>lication.

From my own association with State government, we have all
brsn troubled with that, with one agency applying retroactive

es.
haMx'. TavLor. That is a very quick highlight of the testimony we
ve.

Senator Boren. We ap{areciate it. I think I have asked my .ques-
tions pretty much as we have gone along. I hope it hasn’t disrupted
the flow of your testimony.

I appreciate the testimony very much. We will put the full text
in the record and appreciate your taking the time to be with us

y. .
Mr. TayLor. Thank you.
[The prepared statement of Mr. Tay}or follows:] -
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Statement by S. Martin Taylor, Director of the
Michigan Employment Security Commission and President,

Interstate Conference of Employment Security Agencies

INTERSTATE CONFERENCE OF EMPLOYMENT SECURITY AGENCIES
SUMMARY

The Interstate Conference advocates a strong Federal-State partnership
which utilizes the commitment of both partners to ensure that the unemployment
insurance system in the United States accomplishes its mission effectively
and efficiently. We remain committed te the notion that each State must
responsibly review its particular labor market and enact unemployment fnsurance
laws which fafrly protect the rights of both the workers and employers in
the State. To this end, the Interstate Conference urges the Subcommittee
to consider the following:

- The recommendations embodied in items 1, 2, 3, 4, 7, and 11
would establish Federal requirements for State laws. We
believe provisions of this type should originate in the
States through consultation with the employers and workers
in the State, rather than as a result of Federal legislation.
These recommendations would require legislation in a minimum
of thirteen States or jurisdictions and we estimate that
such legislation could not reasonably occur in all cases
prior to 1981,

- We concur in general with the recommendations contained in
ftems 5, 8, 9 and 10. There is evidence that improvements
in benefit payment control can be made through fncreased
staffing. Any encouragement that can be provided to Federal
agencies in supplying prompt and accurate separation and
wage information will improve not only the timeliness of
payments to claimants, but will also reduce the costs of
the program. Trade Readjustment Assistance should be
more consistent with the regular unemployment insurance
program., Finally, interest on future loans, especially
in conjunction with a fiscally sound reinsurance program,
is both reasonable and justified.

- The elimination of the national trigger for the extended
benefit program does not seem to acknowledge the impact
of higher levels of national unemployment and the concept
that the risks of high national unemployment should be
shared. We would oppose the elimination of the national
trigger for extended benefits.

The Interstate Conference maintains the strong belief that one of
the most effective ways to reduce the costs of the unemployment {nsurance
pro?ram is to wisely invest administrative dollars, thereby improving the
ability of the States to provide prompt and proper services to claimants,
while assisting both the unemployed and other job seekers to find employment.
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INTERSTATE CONFERENCE OF EMPLOYMENT SECURITY AGENCIES
INTRODUCTLON

The Interstate Conference of Employment Security Agencies is pleased

to have the opporiunity to submit views on Chairman Boren's proposals for
modifying the unemployment insurance program, The membership of the
Interstate Conference includes the Employment Security Administrators

from the fifty States, Puerto Rico, the Yirgin Islands and the District

of Columbia., As the indfviduals responsible for the ‘employment security
programs-in the States, we are dedicated to the improvement of the unemploy-
ment {nsurance program, the Employment Service and the many other employment
programs which are administered by the State employment éecurity agencies.

The [nterstate Conference of Employment Security Agencies welcomes

the opportunity to review the unemployment insurance program, and we are
particularly interested in considering any measures which will reduce the
costs of this important system, while improving its quality and service to
the unemployed. We are reminded, when reviewing measures which would change
- the program, that the balance between the State and Federal governments

in creating and administering the unemployment {nsurance system is unique

in all the many arrangements that exist in our nation. We are convinced
that it is the very uniqueness of the Federal-State partnership that gives
the unemployment insurance program its strength to withstand the demands
that it has faced for the past forty years. At tﬁe same time, 1t is

this same partnership that by fts very nature, requires careful consideration
of Federally mandated changes in the program, which will then have to be
enacted by the fifty-three jurisdictions. The original notion that the State;
must each knowledgably review their own special labor market configurations
and enact unemployment compensation laws, witfiin broad Federal guidelines,

which would best serve the unemployed workers and the employers in that
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labor market, still must be considered by each of us when reviewing changes .-~

in the Féder&l requirements for this program. It is in light of the -

specfal relationship between the State, the Congress and the Federal

executive branch that we present our views to the Subcommittee.
COMMENTS ON THE SPECIFIC ITEMS

Item 1

The first item for consideration by the Subgannittee would require

that benefit claimants be disqualified for the duration of their unemploy-
ment when they were determined to have voluntarily quit, to have been
discharged for misconduct, or refused an offer of suitable work. Currently, !
thirty-five States have some form of duration disquglification for workers
who have voluntarily quit their jobs without good’cause. In reviewing
the various requirements for requalfifying under current disqualification
provisions, it is clear that the States involved have considered a wide
range of factors, including the amount of earnings relative to the weekly
benefit amount, the numbers of weeks of work after being disqualified, and
the issue of whether the work is in covered employment or not. Similarly,
thirty States have some kind of duration disqualification for workers
discharged for misgonduct, and twenty-six States disqualify claimants
for refusing suitable work without good cause, for the duration of their

unemployment .
' The Interstate Conference of Employment Security Agencies belfeves the
duty to determine the type of disqualification provisions for voluntarily
quitting, being discharged for misconduct or refusing suitable work is the
responsibility of the State, in response to the workers and employers in
that State. The labor market conditions in one State will and do differ
significantly from those in another State. While it may be very reasonable
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to deny claimants for the duration of their unemployment in a State which
is experiencing an expanding ecomony and has many alternative job opportun-
fties, it may inequitable to require disqualifications'ﬁeyond 15 or 20
weeks in other States with more restricted job opportunities. The question
that each State must answer fs whether_ there is a point at which a person

" who may have become unemployed due to his own actions, but who has remained
unemployed over a long period of time, eventually becomes unemployed through
no fault of his own because the labor market can not.provide job openings.
The Interstate Conference subscribes to the notion that each State is in
the best position to determine the answer to that question and to recommend
the appropriate type of disqualification for the situations we aré
considering.

We would urge the Subcommittee to consider the effects of requiring
that each State establish a duratfon disqualification for voluntary quits,
discharges for misconduct and refusals of suitable work. We would also
“ask the Subcommittee to recognize that the application of a Federally
mandated duration disqualification would ignor the differences in the
various labor markets and would perhapes treat some claimants inequitably
in a given labor market.
ltem 2

The second item under study by the Subcommittee would require that
States deny benefits beyond thirteen weeks to a benefit claimant refusing
any reasonable job offer. The definition of reasonable job offer presented
for consideration would require that the job meet basic health and safety
standards, complies with the Federal minimum wage and is acceptable under
existing Federal standards. This definition is similar to the requirements

included in the Emergency Unemployment Compensation Act of 1974. While most
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States agree that there should be a period of time during which a newly
unemployed person is allowed to search for work similar to his last
employment, most States also currently require that claimants expand
their availability for work.as the !ength of their unemployment increases.
We know of no State which currently requires that benefit claimants accept

any offer of work, under the definition provided, after thirteen weeks.

i Furthermore, there is a signficant difference betweep the application of

a requirement that individuals who have been unemployed for thirty-nine

or more weeks, under the Emergency Unemployment Compensation Act of 1974,

accept any reasonable offer of work and the suggestion that this type

" of requirement be effective after thirteen wecks: of unemployment.

The Interstate Conference of Employment Security Agencies has long
argued that the basic responsibility for financing and administering the
regular unemployment insurance program, generally considered to include
up to a maximum of tyenty-six weeks of benefits, rests with the State
and the State's employers and workers. While it has been our position
that benefits beyond the regular program should be the responsibility
.of_the State and Federal goverfinents, we agree that there may be legitimate
reasons for the Federal partner to impose requirements on the receipt
of those benefits. Based on these beliefs, we would suggest that it
should be the State which determines the definition of suitable work
during the first twenty-six weeks of unemployment.

We urgé the Subcmnnitteé to oppose the suggestion that any reasonable
offer of work, as defincd, become grounds for a denial of benefits after
thirteen weeks of unemployment. Again, we emphasize that the variation
in labor mariet conditions from State to State alone, makes such a

requirement highly inequitable in many States. Additicnally, we believe
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the States must be given the responsibility for determining the application
of work search requirements and the definition of suftable work during

spells of unemployment covered under the regular State unemployment insurance
programs.

Item3

The third {tem under consideration by the Subcommittee would require that
States deny benefits to workers who become unemployed due to predictable,
seasonal layoffs. We concur with the statemenf that -“the main objective
of the unemployment insurance program is to provide security for workers
agafnst the sudden loss of income which occurs when they are unavoidably
laid off." We would suggest that workers who are employed in seasonal
industries can not avoid being laid off any more than can other workers
in year-round industries. Typically, the workers facing predictable,
seasonal layoffs do not khow which of their group will be laid off,
do not know when they will be laid off or for how long theyi
will be without work. _

We must add immedfately that there are other, equally important, objectives
of the unemployment insurance program. Among these is the fact that the
payment of unemployment insurance benefits to workers in a given community
ensures the stabilfty of the work force during periods of economic downturn
in that comunity. The employers {n each State are contributing taxes to
" the State trust fund to guarantee that there will be benefits available
to their workers, thereby allowing those workers to remain within the A
local labor force and to return to work as it becomes available. Most
States utilize the availability requirements of their laws, their knowledge '
of the characteristics of local labor markets and some fé;ty or more years
of experience to review the application of work seach reﬁuirements to those

unemployed due to seasonal layoffs.
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A comparison is offered between the denfal of teachers who are between
regular semesters of school and other seasonal workers. We suggest that
the primary ﬁotivation for denying teachers between terms is that teachers
obtain yearly contracts with compensation meant to be sufficient to sustain
them during the summer months. However, seasonal workers, who are laid off
every year for short periods, do not receive higher wages to compensate for
the periods during which they are unemployed. Furthermore, there are
many types of seasonal labor markets which are nearly without employment
opportunities during short periods between the high employment seasons,
making the stabilizing effect of unemployment insurance benefits essential
to those labor markets.

We urge the Subcommittee to consider the stabilizing effects of
unemployment insurance benefits to a comunity during seasonal slowdowns
and to recognize that each State provides principles of availability for
work which are applied to each fndividual claimant in testing the nature
_of his unemployment and the ability of the labor market to provide him
with work. Further, Qe urge the Subcommittee to oppose the blanket
denfal of benefits to workers who are laid off to due predictadble,
seasonal downturns, since those individuals are suffering an unavoidable
loss of wage§ through no fault of their own. '

Item 4

The fourth item the Subcormittee will consider would require that all
States establish a one-week waiting period. Currently, forty ‘States
provide that claimants shall serve a one-week waiting period prior to
receiving their first benefit check. It is our understaqding that the
original purpose of the waiting week was simply to allow for sufficient
time to Arganize the information required to establish the claimant's

monetary and personal eligibility. In fact, the earliest waiting periods
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were for four weeks, rather than one week. However, as administrative
procedures have improved, there is Tess need to provide the one-week.
perfod in which to establish the initial claim for benefits. We should
point out that claimants are only required to serve one waiting week
per benefit year, in part because once the claim has been established,
there is no difficult administrative procedure required to re-open the

claim. The fact that many States have recently eliminated or are
considering eliminating the waiting week from their current law is the

result of the improved technology which allows for the more rapid and
efficient establishment of a new claim for benefits.

The Interstate Conference of Employment Security Agencies again would
argue that the decision to reiain the waiting week principle within a
State unemployment insurance program is the responsibility of the State, -
with consultation from the employers and workers in that State. We would
urge the Subcommittee to oppose the recommendation that the waiting week

be required in each State law.

As a general comment regarding the first four items, may we point
out to the Subcommittee that while each is estimated to result in decreased
benefit costs, those cost savings could not be attained until such time as
each State has passed conforming State legislation. It is our understanding
that the Subcommittee s particularly interested in identifying measures which
would result in cost savings during FY 1980. With. the current scheduling of
State legislative sessions..that would mean that several States would not
be in a position to pass any of these measures until 31981. The earlijest
possible date we could anticipate that the estimated savings would be
realized would then be in 1981 or 1982. Additfonally, recent experience
with the problems involved in obtaining conforming legislation in the States,
after the passage of P.L. 94-566, highlightsthe serious nature of requiring
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the States to enact provisfons set forth in Federal statutes. While we
agree that QOngress must provide certain broad, conceptual principles which
will shape the unemployment insurance system, we are concerned that the
measures we are reviewing today are extremely specific and perhaps more

appropriately handled through State initiated legislation.
ftem 5

The fifth item being considered by the Subcommittee would provide
increased assistance to the States for controlling error and fraud in
the uncmployment insurance program. Any system of the magnitude of the
unemployment insurance system in the United States will be subject to some
error and some fraud. Especially since the 1974-75 recession, there has
been increased attention focused on abuse of the unemployment insurance
system. However, we wish to state from the outset, that we are not
convinced that error or fraud is rampant in this system. On the contrary,
.we would suggest that the general level of error in the payment of benefits
§s extremely low and is evidence of the sound management policies which

are used in the Statés. Furthermore, when errors are made, the overpayments
are generally recovered. Currently, the National Commission on Unemployment
Compensation is conducting a study of overpayments resulting from both
errors and fraud in the unemployment insurance system. We welcome such-

a review and look forward to their analysis and recommendations for
improving benéfit payment control procedures.

During the last several years, the Interstate Conference has requested
additfonal funding from Congress to increase the staffing in both the
benefit payment control and eligibility review programs. These two programs,
when operating At a reasonable capacity, have assisted the States in
ensuring that benefit claimants are meeting the basic personal eligibility

requirements during each week they are filing and that each claimant is
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receiving his proper benefit amount. While in FY 1978 the Congreés provided
the States with additional funds to increase the staffing for these
valuable prosrams. the Department of Labor and the Office of Management

and Budget have only increased the staffing for these programs while
decreasing the staffing for other equally important elements of the
benefits processing program. We maintain that adequate staffing for

each of the broad-band functions of the program, i.e. for the initial
claims, additiona) claims, non-monetary determinations and appeals processes,
in conjunction with adequate staffing for benefit pa&ment control and
eligibility review will greatly reduce the current level of error in

the system, It is our view that the expenditure of administrative dollars
to ensure adequate staffing is one of the best invesiments government

éan make and that there will be significant savings to the system due

to reduced error qnd abuse in benefit programs. '

The Subcommittee Study Materials suggest that federal aid might be

_provided to establish computerized quality control systems and that other
Federal afd might be‘withhe1d in cases where there were high levels of
error. We concur that computerized quality control systems may be
desirable, and in fact, there are many States exploring a newly developed
'system calle& the Master Recovery System. This software paciage‘is available
to those States that have the computer hardware to utilize the program.
However, not all States are currently in a position to consider the use

of additional program packages, since their level of automation is being
used to its capacity. The entire {ssue of at;tomation in the States is
being carefully reviewed by both the Interstate Conferen;e and the
Department of Labor's Employment and Training Administrafion. We would

be deligﬁted to work with the Subcommittee and the Department of Labor

to find ways of improving benefit payment. control through the use pf

computerized quality control systems.

53-2470 - 79 - 4
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With regard to the concept of withholding other types of Federa]tfunding
¥n an effort to provide incentives to the States to reduce error, we would
favor the concept of providing incentives but we are certainly unsure that
the suggested method would prove viable. The existing funding mechanisms
for the unemployment insurance program and indeed the employment security
program, is extremely restrictive. There is no State in the nation which
is able to maintain their staffing at the levels they believe are required
to do a completely adequate job of serving the unemployed and the job
seekers who visit the local offices throughout the country. We would
suggest that rather than withholding funding, that the Subcommittee
consider the notion of increasing staffing levels, measuring the
improved benefit payment control activities which could then take place,
and rewarding those States which have improved by continuing to supply
adequate staffing. Again, we would point out that the investment of
administrative dollars will, we believe, yield decreases in outlays due
to error or fraud.

Therefore, the Interstate Conference of Employment Security Agencies
supports the reconmendation that jncreased assistance be made available
to control error and fraud in the unemployment insurance system. Ve would
suggest that the application of that assistance be focused on improved
staffing and possibly computerization of quality control systems where the
States can accept such automation efforts. We would oppose the withholding
of Federal funding but support the provision of additional funding and main-
tenance of that funding in States which can improve their benefit payment
control efforts.
lten §

The sixth item for consideration would eliminate the national trigger
for the extended benefit program. Under current law, when the national

unemploynent rate reaches 4.5 percent, the national trigger is "on" and



47

the extended benefits program becomes available throughout the nation for
thirteen weeks. As you know, the Interstate Conference provided a great
deal of input during the creation of the extended benefit program. It
was believed that when the national unemployment rate met or exceeded
4.5 percent that there was sufficiently wide-spread unemployment to
warrent the payment of additional benefits to affected workers throughout
the country. Furthermore, the concept of a national trigger recognizes

. that at higher levels of national unemployment , we must all share in the
risks being faced by a large group of unemployed workers.

While it is true that the workers in many States will not necessarily
be experiencing the same high levels of unemployment as the workers in
other States during any given period of national extended benefits, it
is also true that frequently workers in particular industries throughout
the nation may be especially hard-hit when the na‘tional unemployment
rate reaches 4.5 percent. The extended benefits program is intended to
provide benefits to persons who have exhausted their regular benefits and
have, through no fault of their own, remained unemployed. Each State
provides careful procedures for reviewing each claimant’s availability
for work and examines the work search efforts made by claimants as their
periods of unemployment lengthen. We maintain that when extended benefits
are available that claimants who are legitimately unemployed, due to
restricted labor market conditions, are receiving those benefits.

One question that occurs to us in reviewing this proposal is would
there actually be savings as a result of eliminating the national trigger
for extended benefits? Many State laws use language which requires that
extended benefits be paid when one of several conditions occurs, and one

of the conditions fs that the national unemployment rate has reached
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or e;ceeded 4.5 percent. That {s, in these States, it is not necessary /
for the Secrétary of Labor to announce that the national trigger is "on",
only that the national unemployment rate be 4.5 percent or higher. Other
States dight be motivated to enact provisions in their laws which would
trigger on extended benefits at the 4.5 percent national unemployment rate
level, regardless of the presence of a national trigger. In any event,
the question is will there actually be significantly fewer States paying
extended benefits when the national unemployment rate has reached 4.5 percent?
If the answer is no, and most States would begin paying extended benefits when
that national rate reaches 4.5 percent, there would not be a great
reduction of benefit outlays.

The Interstate Conference of Employment Security Agencies'be]ieves that
the States have sufficient controls within their programs to ensure that
claimants receiving extended benefits.are legitimately eligible to receive
them. We would oppose the elimination of the national trigger because
‘we believe when the national unemployment rate meets or exceeds 4.5 percent,
there is serious unemployment occuring in the nation. We would also suggest
that recent efforts by the Department of Labor to improve the sensitivity
of the national trigger formula to changes in the unemployment rate, may
reduce the length of time that extended benefits are available. This will
mean that the States, using their own State triggers, will be responding
to the unemployment rates within their own labor markets moré often, and
that fewer States with lower unemployment ratés will be paying extended
benefits. '
Item 7

The séventh item under consideration by the -Subcommittee would permit

the States to establish optional extended benefit triggers in the State
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at a higher insured unemployment level, Under this measure, States
would be all;wed to set the State trigger levels above the current
level of 5.0 percent, providing flexibility to the State to determine
which level is most suitable for their labor market. The Interstate
Conference of Employment Security Agen&ies is on the record as
favoring State flexibility in determining policy in the regular
programs. While we have no formal position which addresses the concept
of allowing the States to establish a State trigger ievel at other than
5.0 percent, we would support the further examination of this concept.
It is conceivable that some State trigger levels realistically could
be established at a level higher than 5.0 percent and still accomplish
the purposes of the extended benefit program. However, we believe that
further study of the effects of higher trigger rates should be made
and a review of potential limits to the level of increase be considered,
Item 8

The efghthitem under consideration by the Subcommittee will provide
incentives for Federal agencies to contest improper benefit claims. The
Interstate Conference would welcome a greater participation from Federal
agencies in fhe claims process. Not only is there little inéentive for
a Federal agency to contest claims, but also there are no incentives for
Federal agencies to provide even the most basic wage and separation
information in a prompt fashion. As you know, the States are required
to pay claimants their first benefit checks uﬁthin a standard amount of
time established by the Secretary of Labor. It is nearly impossible for the
States to pay claimants who have Federal wages in a timefy manner, because
we are néf able to obtain the necessary wage information from these

agencies. for weeks at a time. In addition, these agencies do not respond
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to requests to verify the reason for separation, resulting in the payment
of benefits to claimants who may not be qualified to receive them. )

The Interstate Conference of Employment Securfty Agencies encourages
the Subconmittee to review the problems that the States experience with
Federal agencies and to provide incentives for improved cooperation.
Item 9

The ninth item under study would modify the trade adjustment assistance
program to provide the same benefit amounts as the regular unemployment
insurance program. It is pointed out in the Study Materials that currently
recipients of trade readjustment assistance payments receive higher benefits
than other unemployed persons in the same labqr market. The Interstate
Conference believes that the creation of special brograms for special
groups of workers is not desirable. We have favored the concept 6f one
unemployment insurance system which provides protection agains}: the loss
of wages and assistance in finding re-employment. However, we also
recognize that there ‘is growing concern over the impacts of cetjtain
national policy decisions on particu1ar‘groups of workers.-

The Interstate Conference suggests that some consideration be given to
establishing one, unified, Federal :nempioyment assistance program created
to meet the genuine needs of workers who are unemployed due to changes
in national policy over which they have no control. Such a program could
provide benefit payments for longer periods of time, thereby ensuring
the worker has sufficient opportunity to search for work in his local
area. In addition, such a program could provide intensive job search
assistance, testing, counseling, training opportunities and relocation
assistance. We remain available to the Subcormittee to explore this
possibility further and recommend a review of all the special adjustment

programs prior to modifying any one of them.
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Item 10
The tent.h ftem the Subcommittee is reviewing would require the States

to pay interest on funds borrowed from Federal accounts. Under the
current law, loans have been interest free and there have been extensions
available to the States to provide additional time in repaying these Yoans.
Because of the severe impact of the 1974-75 recessfion, we have held that
these actions were reasonable. The I;tterstate Conference has also been
fnvolved in many studies of the fiscal condition of the State trust funds.
After many years of work, we are convinced that there must be serious
consideration given to enacting a method of reinsuring the unemployment
insurance system during and immedfiately after periods of catastrophic
unemployment .

To this end, we have supported continuous effort to find the best
reinsurance plan aﬁailable and we fully support H.R. 3937 which provides
_such a plan. In addition, we have providedour support for H.R. 4007, which
will allow the States to repay a portion of any debt they may have from
State trust funds under certain, specified conditions. The portion would
be the same amount that would have been paid by the employers in that
State, had the FUTA tax credit been reduced. This gype of fléxibﬂtty
is essentfal. MWe also favor the assessment of interest on loans
made in the future to the States from Federal accounts. We have suggested
that no interest be charged during the first year of {ndebtedness, but
that escalating interest be assessed during additional years.

The paymeqt of interest on loans will not result in cost savings.
If it 1is anticipat'ed that interest will be assessed agaihst and paid for from
the Stat; trust funds under current law, this will result 1p a shifﬁng of

existing revenue from one accouat to another. That is to say, since the
- 15 - ‘



52

State trust funds are part of the federal Unifi{ed Budget, interest assessed
against amounts owed from the State trust funds to the Federal Uneﬁployment
Account, will all be revenue that is already within some account of the
federal budget. If, however, the intention is to require that the
employers in the States which are in debt be assessed additional taxes to
pay interest, then the interest received by the Federal government would
be nev revenue. As was true in several other items we have discussed,
State legislation would be required before the employers in a given State
could be assessed additfonal taxes to pay for interest on either current
or future loan balances.

The Interstate Conference of Employment Security Agencies would
support consideration of the application of interest to loans made to
the States in the future. We would pleased to offer our assistance to
the Subcommittee in determining the best system of interest payments
that might be app1ieq in the future. We would be opposed to the assessment
of interest against currently outstanding loans. It is our strong belief
that without a fiscally sound reinsurance plan, it would be extremely
unfair to assess interest against those States currently in debt.
Item 11

The eleventh and final item under study by the Subcommittee today, would
provide for the reduction of benefits when the unemployed individual fis
receiving a pension based on recent employment. This measure would require
that pensions or retirement pay based on employment during the two preceding
years be deducted from unemployment compensation benefits. This recommendation -
is different from the current law, enacted in P.L. 94-566, and from the
recommendations of the National Commission on Unemployment Compensation.
While we find the reduction of benefits only if the retirement pay is

based on recent employment far more equitable and reasonable than current law,
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we continue to oppose the enactment of a Federal requirement that all States
provide for éhe same type of pension deduction statute. As we stated
earlier, we contend that the State, through consultation with its employers
and workers, must examine its own labor market and enact appropriate
legislation. We believe this applies as well in the case of a pension
deduction provision as it does in the case of disqualification provisions,
waiting week provisions and otehr specific, detailed provisions affecting
unemployment compensation programs. '

Recently, the Interstate Conference presented testimony to the
House Subcormittee on Public Assistance and Unemployment Compensation
(Ways and Means Cormittee) regarding the pension deduction provision of
P;L. 94-566 and the bill, H.R. 4464 which would eliminate this requirement
from the Internal Revenue Code of 1954. We have attached a brief back-
ground paper submitted to the House Subcommnittee for your review.

CONCLUSIONS

The Subcommittee has asked for our recommendations for other methods
by which the costs of the unemployment insurance program could be reduced.
We would reiteriate a point we made earlier. The Interstate Conference
is convinced that a most expedient way to reduce the costs of the
unemployment insurance program is to ensure that there are sufficient
administrative dollars available to provide adequate, efficient and
proper claims services to the unemployed, thereby reducing errors and
the potential for abuse; and to provide job search assistance, counseling,
testing, training and job development services to unemployed workers.
We strive to improve our programs and to assist the unemployed worker
to becomé reemployed as soon as possible. With the proper staffing, we

are certain we could improve our ability to accomplish our mission
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effectively and in a cost-efficient manner. The fnvestment of
administrative dollars could very well result in fmproved program
efficiencies and cost savings beyond those anticipated from the suggested
measures that we have been discussing today.

The Interstate Conference of Employment Security Agencies commends
the Subcommittee for their efforts to review these measures and to
identify those which will result in reduced costs for the unemployment
fnsurance system. We stand ready to provide the Subcommittee with any
further assistance we can in developing these points further or in
discovering other methods for reducing costs. The Interstate Conference
appreciates this opportunity to share our views with the members of
the Subcommittee and we hope that we have been of some assistance in

explaining our positions.
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Comments by

Interstate Conference of Employment Security Agencies, Inc.

This paper is submitted on behalf of the Interstate Conference of Employment
Security Agencies, Inc. (ICESA) an organization of the State Employment Security
Administrators of the fifty States, the District of Columbia, Puerto Rico and the
Virgin Islands. The purpose of this submission is to express the views of the
ICESA on H.R, 4464 which eliminates the requirements established by P.L. 94-566
that retirement pay, including social security, be deducted from unemployment in-
surance (UI) benefits beginnfng in April 1980.

It §s easy for us to understand that the decision to require the deduction
of pensions from unemployment {nsurance benefits was an attempt to prevent what
has come to be called the “double dip.™ Receivlnq both retirement pay and unem-
ployment insurance benefits simultaneously, especially {if the employer is both
providing the pension and is chargeable for the unemployment insurance benefits,
raises questions of bot;n fairness to the employer and labor market attachment by
the {ndividual. However, the current language of Section 3304 {paragraph 15) of
the IRS Code is extremely broad, requiring the reduction of any unemployment benefits
by the amount of a pension or any other form of retirement pay during any week
that an individual would be eligible to receive both types of benefits. Pensions
received from an employer not chargeable for the UI benefits; social security
benefits (even if the wages on which the UI benefits are based were earned after
retirement) and pensions to which the employee contributed would all be deducted
from Ul benefits. Also included would be individual retirement plans such as Keough
and the Individual Retirement Account (IRA) which are paid for entirely by the
retiree. Had the individual simply put his money into a savings account rather than
a retirement plan, the proceeds would not affect his Ul benefits. We believe
that there are conditions under which pen.sions should be deducted from dnaaployment
insurance benefits but that there are also conditions under which such deductions

are not appropriate.
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The fundamental question we must ask ourselves §s whether all conditions
under which an-individual is receiving a form of retirement pay, and under which
an individual is also eligible for unemployment compensation, should be subject
to the same treatment. That is, is there a difference between a recently retired
individual who would receive both unemployment insurance and pension benefits from
the same employer, and another individual who reentered the labor force after
retiring and became eligibte for benefits entirely separate from thg retiring
employer? We would suggest that there is a continuum of conditions under which
both unemployment and retirement benefits could be available to a given fndividual
and that under some of these conditfons, the reduction of unemployment compensation
by retirement benefits {s inequitable and punitive. .

Unemployment insurance is intended to enable a worker to maintain his standards
of living during a spell of unemployment by replacing a portion of lost wages.

The right to unemployment insurance should not be affected by the amount of property
one owns or by other sources of income one might have. A worker who has established
a standard of living with certain fixed costs based on both retirement income and
wages needs the replacement of those lost wages as much as any other workers. The
r;ght to replacement of lost wages when one fs unemployed .through no fault of

one's own, rather than the demonstratfon destitution, distinguishes unemployment
fnsurance from public assistance. A worker who has established his attachment to
the labor force by sufficient earnings, 1s involuntarily unemployed and meets
appropriate work search requirements should not be denied the right to replacement
of lost wages simply because he also receives retirement income.

The requirement that Ul benefits be reduced by the amount of retirement {ncome
singles~out one source of fncome (and thus one group of people) while other sources
of income such as rental property, stocks and bonds do not affect Ul benefits.
Older people whose only source of income is pensions or soctal security are those

most 1ikely to be working to supplement their retirement income. Many retired
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people have been forced dack into the labor market by inflation. The current
plight of those 1iving on fixed incomes is well known. The loss of wages to these
older workers is no less devastating than lost wages to any other worker. When
individuals such as these do return to the labor force after retirement, earning
wage credits from employers who are entirely distinct from the retiring employer
and then become unemployed, the reduction of their unemployment benefits is, we
believe, unfair.

Prior to P.L. 94-566 each State was responsible for establishing its own
law regarding the relationship of Ul and retirement benefits., This State law
could reflect the economic conditions, social philosophy, and labor market con-
figuration of each State. It is this ability to tailor to individual State needs
which has been a fundamental part of the federal/State partnership in administering
the Ul program. The establishment of Federal requirements such as the pension
deduction provision erodes the partnership concept which has served both parties
well. The Interstate Conference of Employment Security Agencies believes that
the continuation of this partnership is vital to employers and workers of this
country and opposes the weakening effect of the broad Federal requirement for
deduction of pensions from unemployment insurance benefits.

Currently more than two-thirds of the States have provisions in their State
laws regarding the receipt of pensions relative to Ul benefits. These laws
establish various conditions under which pensfons are deducted from UI benefits.
The majority deduct when pensions are recefved from a base period employer. Some
deduct one-half if the employee matched. his employer's contributions. Others
treat the pension as earnings, and an established amount of such earnings are
disregarded before deduction from Ul benefits are made. Clearly in the States'
view the various conditions under which one might be receiving a penston and

also qualify for Ul benefits, deserve different treatment.



The Interstate Conference of Employment Security Agencies supports a return

to the States of responsibility for development of appropriate methods of treating

retirement fncome. However, an alternative, and less broad, Federal requirement

regarding pensions would be preferable to allowing the current provision to take

effect.
1)

2)

3)

We suggest the following alternatives for consideration.

A pension might be deducted only if the employer from whose employ the
individual retired is also chargeable for the Ul benefits. This presents
the “doudble dip" situation in which the employer is both paying an
individual a pension and befng charged for Ul benefits at the same time.
Two other conditions could apply to this alternative. One, that the
employer must have contributed at least 505 to the pension and two, that if
an individual returns to work for the same employer after retirement,
drawing both wages and a pension, that UI benefits based on wages earned
during this later period of employment not be subject to reduction.
Pensions could be treated as "earnings" and subject to the same amount

of earnings disregard fn current State laws. That is, some amount of
earnings or retirement Sncome would be disregarded with the remainder
subject to deduction. For example, many States provide that an individual
may earn a certain amount (often a percent of the weekly benefit) without
affecting his Ul benefits - any earnings in excess of that amount are
deducted from the weekly benefft.

A base amount such as the maximum social security benefit amount could be
established as an amount to be disregarded for Ul purposes. The amount
of any pension in excess of th'is amount could de deducted.

Some believe that the inequities that exist in the current pension deduction

provision are justified by the dollar “savings* it will bring about. These savings

may be largely an illusfon. The funds “saved" are trust fund dollars earmarked



for the payment of Ul ben_efits and can be used for no other purpose. Many pensions
are already deducted, particularly those of the double-dip type, through State
laws. The pensions affected, should the current provision take effect in April 1980,
will be in large part those of workers who need wages plus their pensions in order
to meet their living costs. MNe believe the reduction of Ul benefits to this group
will result in increases i{n federal outlays for food stamps and other public
assistance payments. We do not belfeve that the inequitable treatment of older
workers brought about by the pension deduction provision of PL 94-566 will actually
result in a more balanced budget.

In summary, the Interstate Conference of Employment Security Ageacies fully
supports H.R. 4464. The current provisions enacted in P.L. 94-566, in our view,
are too broad and will treat the older worker in an fnequitable and punitive fashion.
The majority of the State Unemployment Compensation laws already provide for the
reduction of unemploymenit insurance benefits under conditions which project the
rights of the employer. We urge that the States continue to be responsible for
reviewing the details of their own State laws on such matters as the reduction of
benefits by retirement benefits. Lastly, we are certain that the current provision
will result in many older workers turning to other -sources of public assistance
which will not result in the desired reduction in Federal outlays.

We a.ppreciated the opportunity to share these views with the Subcosmittee
* on Pubitc Assistance and Unemployment Co-pensauo'n. We sincerely hope that H.R. 4464
will be reported favorably and that fts swift passage will be encouraged.
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Senator BoreN. I might sa({, if there are others present, not
witnesses today but who would like to submit written testimony to
us, you are certainly invited to do so.

I think our next testimony will be presented in panel form: Mr.
Dankosky, assistant legislative director, Pennsylvania Chamber of
Commerce, on behalf of the Council of State Chambers of Com-
merce; and you are accompanied by Mr. Brown. .

We also have Mr. Sam Dyer here, if you would like to come on
up, and he is vice president for tax management.

We are pleased to have you all here. We will start with Mr.
Dankosky and then have Mr. Dyer present his comments. We will
see how it goes. I may interrupt you with questions. We will see
how the spir.t leads us here. Why don’t you proceed?

STATEMENT OF JOHN W. DANKOSKY, ASSISTANT LEGISLATIVE
DIRECTOR FOR THE PENNSYLVANIA CHAMBER OF COM-
MERCE, ON BEHALF OF EMPLOYEE BENEFITS AND RELA-
TIONS COMMITTEE, COUNCIL OF STATE CHAMBERS OF COM-
MERCE, ACCOMPANIED BY WILLIAM R. BROWN, PRESIDENT,
COUNCIL OF STATE CHAMBERS OF COMMERCE

Mr. DaNEOSKY. Mr. Chairman, the Council of State Chambers of
Commerce is an organization comprised of 34 State and regional
chambers of commerce organizations. We appreciate the opportuni-
ty of appearing before your subcommittee to share our thoughts
re%i‘rding unemployment compensation. ]

e Council has historically opposed Federal benefit standards;
however, we find ourselves pleasantly surprised by the ideas being
considered by this committee.

Too often we have been Elaced in the position of opposixgnFeder-
al benefit standards which would put an unwarranted financial
. burden F?:d thag Eetatefst “t;endo meaﬁ lzvhalil vzﬁ say, however: V\ge
oppose er nefit standards. Althoug e ones proposed by
tlg.m subcommittee are one that, if enacted, could be beneficial to
State programs, we still believe that it is best that individual
States be allowed to make the decision regarding these items.

For example, in Pennsylvania we have a disqualification for the
duration of unemrloyment for a voluntary quit. The Pennsylvania
chamber has had legislation introduced that would sto {xanent of
benefits to a person refusing a reasonable job offer. eVe ve not
addressed the problem of seasonal employment but we have intro-
duced legislation to establish a 1-week waiting period.

We clo appreciate the committee’s concern regarding the unem-
ployment compensation system and applaud the direction in which
the committee is heading.

While we do not recommend that the Federal Government
impose Federal benefit criteria, we do think that this committee
should insist that the National Commission consider these items.
There may be some doubt that a National Commission report
would provide an incentive for States to make changes, and yet, the
National Commission Report on workers ‘'compensation generated
substantial State action.

The council supports the proposals to provide increased assist-
ance to States in control of error and fraud. This type of assistance
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can insure that State programs pay benefits to those truly deserv-

m%% also believe that a national trfi_lgger for extended benefits
should be eliminated. If extended benefits are needed in a State, it
is not necessarily true that an adjoining State is also in need of
making these additional payments. The idea that a certain level of
national unemployment required all States to take the same action
makes little sense to us.

We think that the committee is on the right track in bringiné
trade adjustment assistance programs into line with the State U
gerogram. We think that this should be done both in terms of

nefits and duration. It makes little sense that two unemployed
neighbors should receive different benefits even though they may
have been earning the same amount of money, merely because
they qualify for different programs.

e do not believe that interest should be c ed on current
loans; however, if Congress decides that this should be done, we
believe some allowances should be made for the States. For exam-
ple, interest should be waived if it is shown that the State is taking
?‘;ggopﬁate legislative action to insure a proper balance in the

We also feel that interest should not be charged if the State
system generates a surplus of at least 20 percent of the highest
level of debt until the debt is repaid.

We also believe that when interest rates are being levied provi-
sion should be made to freeze the benefits in the State and to
disallow any further increases until the debt is repaid.

I can speak now from some personal experience, representing a
business association in the State that owes the largest debt.

It is my observation that the reason to charge interest is to
provide an incentive for the State to briniits system into balance
and to provide a solution that would both reduce out go and in-
crease revenues. I can saI, unequivocallfr, that the Pennsylvania
business community has done just that. In 1976 the Pennsylvania
Chamber of Commerce testified before the State Senate’s Labor
and Industry Committee. At that time it was considering increas-
ing our State tax base from $4,200 to $6,000. We endorsed an
increase to $5,000 but only if it was acoon’ll;’)::jed by some commen-
surate changes in the benefit structure. This was turned down by
our State legislature.

In 1977 we lobbied in favor of State legislation to increase the
State wage base to $6,000, to keep our law in line with the 1976
Federal ¢ es.

This year the Pennsylvania Chamber of Commerce has drafted
and introduced in both the Pennsylvania House and Senate legisla-
tion which would make adjustments to the benefit schedule, but it
would also increase employer taxes by $220 million.

The Pennsylvania business community is on record in support of
a balanced unemployment compensation pmfram. We recognize
our obligations as employers and we are willing to pay our fair
share in in taxes. .

How much more can we do besides advocating increased taxes on
business? We interpret the payment of interest as a device to try to
prompt States to action, but yet interest would fall on employers,

53-2470-719 -~ 8§
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theb}rery -people in Pennsylvania that are attempting to solve the
problem.

The Pennsylvania business community is not the problem. The
past administration turned a deaf ear when we warned of the
insolvency of the UC system. Labor has been adamant in its objec-
tion to any ¢ es whatsoever in the benefit system. Tomorrow
our Governor will address a joint session of our House and Senate
to outline his legislative priorities. At this time I do not know what
type of solution will be offered.

e Pennsylvania business community is faced with a staggering
burden to repay our debt. We will start to pay higher Federal taxes
in 1980. In 1980, if the Chamber’s plan is adopted, the increase in
State and Federal taxes would be $300 million. By 1985 that in-
crease, both in State taxes and Federal repayment of the loan, will
be $700 million.

So, you see, the Pennsylvania business community has made a
sizable financial commitment to try to put the UC system on a
sound financial footing. The addition of interest to our loan would
only exacerbate our financial problem.

S’énator BoREN. Let me ask you a question there. I gather from
what you said there has been no real action in terms of overhaul-
ing the system in Pennsylvania then since the large amount of
money became due and owing?

Mr. Dankosky. Yes, sir, you are correct. We have consistently
warned of the problem we are having. We have been trying to have
legislation . But I guess I could almost forgo the rest of my
comments here just by responding to your question. The idea of
charging interest is to try to get the p: back in order. The
very people in Pennsylvania trying to solve the problem are the
employers. We don’t have any help coming from the labor organi-
zations and to date we haven’t found out from our administration -
just which ways they want to go.

As a matter of fact, tomorrow our Governor is going to address a
joint session of our House and Senate and is going to lay out his
egislative priorities. What program he is going to put for unem-
ployment compensation I am not sure. But the problem is this: If
you charge interest on employers that is going to fall only on the
people trying to solve the problem. And to perfectly candid,
what will happen is that the Pennsylvania legislature, at least
some people there, will say, well, the Federal Government did this
to you; we didn’t. I think this is something we have to take into
consideration.

Another thing I would like to bring out is it is not uncommon for
the people tryiniato do the most to get hit the hardest by the
mallet. We just had hearings about 1 month ago ing con-
formity, whether our State law conforms with the eral law.
Now the Federal people say we don’t conform with respect to
reimbursable employers, like the school districts, and yet if they
find we are out of conformity, who will be the people to be penal-
ized? The private employers. e :

We would lose our entire FUTA tax credit, $600 million, -not
because of anything we did but because there are some esoteric
changes that the Federal people would like to make in the reim-
bursable section. So all I am saying is, I know it sounds as though I
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am apologizing for the State and I guess in a way I have to because
I represent the State or at least one component of it, but the people
I represent have been trying to solve the problem.

Now if the Federal Government wants to do something to try to
bring all sides to the bargaining table, you got us at the bargaining
table. We are sitting there. We just don’t have anyone to talk to.

Senator BoreN. I understand your frustration in having gone
through the same thing in trying to change the structure, the
qualification structure if we are going to improve benefits. It is a
very difficult thing to do.

Mr. DaNkoskY. I just might say under the legislation we have
introduced, we would pay increased State taxes and also have some
benefit reductions. The combination of increased State taxes and
the loss of our FUTA tax credit, will total about $300 million by
1980. And by 1985 it will be $700 million in increased dollars that
we are now saying that we are willing to pay. I don’t know how
much further a business organization can go or any group can go
to say we are trying to solve the problem. I think we have taken a
very responsible position, at least the business community has in
the State of Pennsylvania. ,

We have a tremendously difficult political situation there. I
guess that is all I have to say on that subject, sir.

Senator BOREN. In the future do you think that having interest
charged on the sums that are owing would provide this additional
leverage to perhaps at least cause action in the States that would
be similarly affected?

Mr. Dankosky. The charging of the interest could only be used
as leverage if it impacts on all parties equally. If you are only
going to charge interest and shall we say levy it by increasing the
Federal tax, well, then you have only created leverage on one
group of people. In other words——

Senator Boren. Holding the benefits down is the other part of it
you are saying?

Mr. Dankosky. Well really if you want to use interest as a lever,
it has to work on both groups or else you only have one group who
wants to come to the table. That is where we are right now.

Senator BoreN. I understand. That is a good point. I have never
understood why labor would not be very strongly in favor of chang-
ing some of the elements of the benefit structure itself because 1
think that the kinds of people who belong to labor organizations
are not the most likely kinds to abuse the system. And in a sense
you are depleting the reserves available for their membership
when they are genuinely laid off by allowing some of these abuses
to continue.

Mr. DANKOSKY. Sir, I am in complete agreement with you. If you
ever discover the answer to that question, please forward it.

l?denalt).; BogreN. I think we would all like to have that answer.

r. Dyer.
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STATEMENT OF SAM DYER, VICE PRESIDENT, TAX PLANNING,
FEDERATED DEPARTMENT STORES, CHAMBER .OF COM.-
MERCE OF THE UNITED STATES, ACCOMPANIED BY MI.
CHAEL J. ROMIG, DIRECTOR, HUMAN RESOURCES AND EM-
PLOYEE BENEFITS SECTION, CHAMBER OF COMMERCE OF
THE UNITED STATES

Mr. Dyer. Thank you.

My name is Sam Dyer. ] am vice president of tax planning for
the Federated Department Stores. I have worked on unemployment
compensation legislation at both the Federal and State level. I
have served on the Federal Advisory Council on Unemployment
Compensation; the national chamber’s unemployment compensa-
tion committee and that of the American Retail Federation and
California Taxpayers Association among others. I am accompanied
by Michael Romig who is director of the national chamber’s human
resources and employee benefits section.

We appear on behalf of the national chamber. We appreciate the
opportunity to present these views.

Sgau'm' an Boren has noted that the expenditures of the Federal-
State unemployment compensation program are a substantial ele-
ment in the Federal budget, and that the Congress has an obliga-
tion to continually review that program to assure that it operates
effectively and that any unnecessary costs are eliminated. As such
a list of possible cost-saving measures which might be considered
has beén prepared by the staff of the Committee on Finance.

The Finance Committee staff proposals raise three issues: One,
should the Congress abandon the Federal-State unemployment in-
surance partnership by taking from the States control over critical
questions of benefit amount, duration, and conditions for benefit
eligibilitK;atwo. are these proposals improvements over current law;
(igxs'ge, what budget impact will these proposals have on fiscal year

spending?

In our written testimony, we attempt to analyze all of the eleven
staff pro by answering the above questions for each proposal.

I would like to give you a general reaction to all of the proposals
and submit our written statement for the record.

First, five of the proposals, Nos. 1, 2, 8, 4, and 11, are Federal
benefit standards. We would oppose congressional enactment of
any leiislation to require the States to amend their laws to comply
with these requirements. This is not to say that we oppose the
unemploiment conpensation concepts inherent in these proposals.
Hence, the business community would support these changes to
State laws if they were being done voluntarily by the States.

Second, the remaining allproposals are, in our opinion, appropriate
subjects for congressional action. We would support enactment of
all but No. 10 which would require the States to pay interest on
loans from the Federal FUTA account. We are presently studying
thi’ls‘ﬁsl\rlﬁgestion before taking a policy position.

ird, the budgetary——

Senator BoreN. Let me ask that perhaps in your study of this,
going back to what Mr. Dankosky said, that you might focus on
whether or not a difference of position was prosgective or whether
or not there should be other sections with it such as no increase in
benefits as long as a State is not in compliance. That would be very
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helpful if you could focus on that and when you do reach a conclu-
sion, to let the committee know your feelings.

Mr. Dyer. We will. We will take these items up in the next

meetinﬁ;-— ,
Mr. RomMiG. Senator, I would just note our study of the financing
of unemployment compensation is much broader than just the
question of attaching interest to any loans. We are actually looking
at suggestions for cost reinsurance and some of the other ideas
such as, what conditions ought to be attached to any loans, when
they should come into play and whether we should have a manda-
tory or voluntary form of reinsurance backup.

Mr. Dyer. Our third comment, the budgetary impact on fiscal
g;ar 1980 spending may not be as great as suggested by U.S.

partment of Labor estimates. Because several of the proposals
will re?uire State legislation as well as Federal legislation, there
can be little if any savings in the current fiscal year. Pro 1,2,
3, 4, 7, and 11 fall into this category. Only proposals b, 6, and 9
seemingly offer any opportunity for immediate savings.

Fourth, we also recommend that the proposal No. 8 can be
improved if the Congress would direct the Secretary of Labor to

ive more attention to the requirement under current law that
tates must use an experience-rating method for raising funds.

In recent years the Department’s enforcement of this require-
ment has been lax and, consequently, most States are now “non-
charging” a considerable number of claims. This has hindered em-
ployer self-policing of claims and caused costs to rise unnecessarily.

fore closing it may be well to take a moment to explain ou
consistent opposition to the Federal benefit standards proposed by
the staff. We are and we will remain convinced of the superiority
of State judgments on important matters such as the amount and
duration of benefits, conditions of benefit qualifications, offsets

ainst benefits and related matter. If there are problems with
these areas and the judgments made by the States, then the proper
forum for their resolution is within the State not the Congress.

Senator BoreN. Let me ask you in terms of 1 through 4 and 11,
do you have positions on those by a State-by-State basis? Would
g:: t;‘:;ror the adoption of those if they were voluntarily enacted by

Mr. Dyer. Yes, sir, I think we would probably favor all if they
were voluntarilﬁ_ adopted by the States.

Mr. BrowN. If I might add there, as the Council of State Cham-
bers of Commerce we plan to call these staff recommendations to
the attention of all our State members and them to give
serious consideration to modify their State laws along these lines.
So w;t do plan to take specific action to try to follow up on your
8 ions.

r. Romic. We do provide a service to our member companies in
that we do take a look at what is happening throughout the States
and try to call attention to some of the innovative changes that
have been occurring in some of the States. The various State
chambers and business associations can plug these into their legis-
lative campaigns.

Senator ﬁm I think this has been very helpful and I under-
stand the ambivalence. I guess we will say that you might feel in
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looking at some of these suggestions in terms of traditional policy
which I think has foundation and merit in it in terms of leaving
these matters to the States. I would imagine you are not usually
confronted by proposed Federal standards that would save money
either. This may be rather unique and perhaps one of the reasons
for the historical position of the chamber.

We hope this will not be arbitrary. We hope looking at the
proposed standards that actually save money will not be such an
unusual thing and will be repeated in the future. But I can certain-
ly understand the positions being espoused here and skepticism
about Federal standards. They have almost been a l‘ecg‘o:;:(rmion
word; I guess we would say, for increased benefits, inc taxes
and less stringent stan in the

I appreciate the testimony from all of you.

{The prepared statements of the preceging panel follow:]
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PROPOSALS IOR l!D!JCIBG COSTS

FEDERAL~STATE umummrr COMPENSATION
before the
SUBCOMMITTEE ON UNEMPLOYMENT & RELATED PROBLEMS
of the
SENATE COMMITTEE OH FINANCE
for the
CHAMBER OF ccmnc:hor THE UNITED STATES

y
Samuel Dyer

My name {s Sam Dyer. I am Vice President of Tax Planning for the
Federated Departuent Stores. I have worked on unemployseat compensation legislation
at both the federal and state level. I have served on the Federal Advisory Council
on Unemployment Compensation; the National Chamber's Unemployment Compensation
Comittee and that of the American Retail Federation and California Taxpayers
Association among others. I am accompanied by Michael Romig who is director of
the National Chamber's Human Resources and Employee Benefits section.

We appear on behalf of the Chamder's 88,000 members and the views
we express represent the policy positions of the Chamber.

SUMMARY

The Finance Commitctee staff propossls raise three issues:
(1) Should the Congress abandon the federal-state unemployment fnsurance partnership
by taking from the states control over critical questions of benefit amount, durstion
and conditions for benefit el1gidility? Becauss we believe that s better unemployment
compensation system can be achieved through the flexibility of state sutonomy than
through a uniform, federslly-controlled system, we recommend agsainst enactment of the
five benefit standards among the staff proposals even though each would lower unemploy-
ment costs for employers. We concur with Congressionsl action on the remaining

proposals.

! (2) Are these proposals improvements over current law? We conclude
that most of the proposals would result in a better federal-state unemployment
insurance program. Some are appropriate changes for enactment by the Congress
while others are areas best reserved to the states. Most importsntly, stronger
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requirements for experience-rating and more attenticn to claimant control will
do more to reduce costs than msny of tha propossls advanced by the Finance Cosmittes.
staff.

(3) Wwhat budget {mpact will these proposals have on ¥Y 80
spending? We conclude that most will have little or no impact on FY 80
UC spending.

VARIOUS PROPOSALS FOR CONSIDERATION

The Finance Subcommittee on Unemployment and Related Problems announced
its intention to hold hearings on varfous proposals which might be considered to fmprove
the Federal-State unemployment compensation program in ways which would strengthen
the budgetary situation by reducing unnecessary costs. The staff of the committee
hes compiled a list of proposals which, among others, might be considered in those
hearings. These proposals are listed below together with the Chazber's response

to each,

STAFF PROPOSAL #1:

1. Require di ywalificaton for duration of wnem ent for colunta
quits, discharge for miacondu{!. and refusal of suil nwé-—“’ben :xy:
unemployed worker has voluntarily left his job without good cause,
has been discharged for misconduct, or has refused what the State
agency considers o suituble job offer for him, he becomes ineligible for

benefits. However, in many States the disqualification is hited after a
period of time. Other States continue the disqualification for the dura-
tion of unemployment. A recent research study by SRI International
concluded that che aver: le:alg(h of unemployment tends to be lower
in States which impose ualification for the duration of unemploy-
nﬁ:t, Consideration could be given to requiring all States to utilize
i e.
Estimated annual savings.—$0.3 billion.

CHAMBER RESPONSE:

The Chamber opposes federal legislation to achieve this action by the States.
Such legislation would be a federal benefit standard and, as such, would represenc
a major departure from the basic federal-state unemployment compensation relationship,
in which {mportant decisions on how to raise funds and how to pay out these funds in
benefits have been reserved to the states.



When Congress, spurred by the business depression and massive unemployment,
enacted the Social Security Act in 1935, ic wvas faced with

choosing between a state~adainistered system and a federally run-progras.
Instead, it choss to creats & federal-state undertaking, with areas of
responsibilicy clearly defined. Pedersl lav resulted in all states
establishing and operating jobless pay progrems under broad federal rules.
State legislatures and state administrative bodies were given the
responsibility for shaping the program to localized conditions snd for
asking them work, with wide latitude in determining the rules of eligibilicy
for benafits, the levels of benefits and their duration.

Three principal reasons were advanced fn 1935 for leaving the states the
responsibility for developing uneaployment compensation programs largely
as they saw fit. First, flexibility was needed so that the states could
experiment to find the most effective ways of making a program work.
Second, leaving broad discretionary authority with the states would
permit each state to develop & program bast fitted to its own economic
characteristica. Third, {t was thought tiat all matters in which
unifornity was not absolutely essential should be left to the states.

Thus far, with few exceptions, Congress has not disturbed the basic
federal-state relationship characterizing the unesployment compensation
systean. It has rejected numercus proposals to federalize completely or
to remake state programs through the use of federally-dictated standards.
In doing this, Congress reaffirmed the validity of the original decfsfon
that a better uneaployment coupcnuzfon system can be had thi'ou;h the
flextbility of the federsl-state arrangement than through a uniform,
federally-managed or controlled system. We see no evidence of any change
in Congressiogal sentiment,

We see 0o need for federal benefit standards. Our opposition to federal
benefit standards applies equally to all forms including those generally viewed
as favorable to the interests of eaployers. We are and will remain, coavinced
of the superiority of state judgements on important matters such as the amount
and duration of bepefits, conditions of benefit qualification, offsets

against benefits, and related matters, {f there are problems with the
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. judgements msde by these states, then the proper forum for thefir resolution
is within thst state, unot the Congress. .

- \ 4

(2) We would encourage our membership to support state legislation to
sccomplish this resuit in those states vhich now permit psyment of benefits
following a voluntary quit, discharge for cause or refusal to accept suitable
employment. The propossl could be improved {f 1t required a
"siguificant” period of re-employment before bdecoming eligible once again.

(3) Tais propossl would offer no budgetary saviugs in FY 1980 beelu’u
of the time lag required by state legislstures to consider and enact this

provision.

STAFF PROPOSAL #2:

2. Require rhat Sates not pay den¢hita beyond 18 weeks 1o an individwel
refuring any reasonable job a} .~—The ployment pensation
Program exists to provide protection against income loss during periods
of involuntary unemployment. Generally, a worker qualifies for up to .-
26 weeks of benefits il he was laid off from work for reasons other thein
his own misconduct or his own voluntary decision to quit and if he
remains ready, willing, and able to accept new employment. For the
benefit of both the worker and the lsbor market, newly unemployed
workers are not required to take any available job but are permitted
to seek a job which reasonably matches their previous experience,
treining, and earnings level. After seeking such ‘work unsuccessfully
fot a reasonabls period of time, however, individusls may be required
to seek jobs Dot meeting their full qualifications as a condition of con-
tinrgse belneﬁt eligidility. hConsiderution coukhl be m‘bv:n éo esl:\bli‘ll\irl\g
A rul requizement that States not continue benefits beyoml 11
weeks unlews, at that point, the unemployel individual is willing to
accept uny job which meets minimum standanls of acceptability isuch
as busic bealth ani safety standards, compliance with the Federal
minimum wage, and acceptability under existing Fecleral standands).
A amnr requu'emenLl was i;lu-lud«l u(n. the fegislation :ne:fa]it‘u.-; .: now
ex| Emeryency Unemployment Compensation \ct of 1974.
p&ﬂn‘ld anu’a% mlngg-—m.i‘ billiou.pe

CHAMBER RESPONSE:

(1) We oppose this proposal if offered in the form of
federal legislation bacause tt, too,represents s federal benefit standsrd,

(2) We would urge our membership to support state legislation

to accomplish thia in those statea not nov disqualifying persons for refusing
suitable work, In our opinton, an individual who refuses suitadle work should be
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disqualified immediately vhether this de in 3rd or the fourteenth week.
Moreover, the definition of suitable wvork should bacoms more stringent as

joblessness extends.

{3) Again there can be little budgetary impact on FY 80 because
of the time required for state legistation.

STAPF PROPOSAL #3:

3. Require that States not egehuju on the basia of predictable layarfe
Sfrom ssasonal em, at.—The main objective of the unemployment
program is to provide security for workers avuinst the wdiden loss of
income which occurs when they are unavoirlably laid off. [t couldl be
argued that it is incoasistent with this objective to pay benefits 10
workers whose layoff is a regularly recurring und predictable event
because of the seasonal nature of that employment. [n extending un-
employm.nt coverage to State und local yovernment workers, Con-
xress addressed this problem as it applies to ~chool employees by pro-
viding for the denial of benefits (unng regutarly sclmﬂgled periods of
nonwork. The 1976 amendments also provided for (lenying benefits to
professional athletes during the offseason. Considerution could be
Kiven 1o requiring States to establish a seasonal emplo t exclusion
of general applicability us o few States have dlone already. For example,
emplovment {or firms with a rultern of seasonal layoffs could be ex-
eluded from consideration in «fetermining benefit eligibility during the
offsenson unless the unemployed person was fully employed during the
<ame offseason in the prior year.
Estimated annual sarings.—N

o estimate vet available.

CHAMBER RESPONSE:

(1) This too is a federal benefit standard which we would oppose if
offered as federal legislation.

(2) Wnether to pay benefits to seasonsl workare is & difficult decisica
best left to i{ndividual states. Of concern to most employers is that where
seasonal paymsnts are made the seasonsl employer does not pay the full cost
of the benefits.

(3) We doubt 1f thie proposal would have any FY 80 budget
impact.
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STAFP PROPOSAL #4: .

3. Require all States to extadlish o 1-week wwaiting period ~\ost States
do not now pay beoetits for the Aint week of unemploytnent on the basis
that requiring a ‘'waiting week” befdre benefit eligibility starts pro-
vides an important incentive to mme«lm,telg‘pnde[uke 4 search for
reemploymeat (of even to find ways to avoid being laid of). Considera-
tion could be yiven to requiring that the 1-week waiting period be in-
col ted into all State programs.

‘stimated annnal sarings.—30.1 billion.

CHAMBER RESPONSE:

(1) This too would de a fedaral benefit standard ;;hlch we vould
oppose if offered as federal legislation.

(2) Most states pow reqQuire a one week waiting period and we
would support establishment of a waiting period in those few states not now
requiring one.

(3) This too would have little budgetary impact on FY 80.

STAFF PROPOSAL #5:

3. Provide increased assistance to States in control of error and frand,.—
In the past, when benefit costs were almost entirely borne from State
imposed taxes, there has not been a highly visible Federal concern
over the need to control the extent of error, fraud. and sbuse in State
unemployment programs. Given the increased impuct of these pro.
grams on the Federal budget an the increasingly large direct Federal
contribution to benefit costs through the extendalrﬁneﬁl program
and other programs involving Federal funding, consideration might
now be yiven to providing adilitional sid snd incentives for improved
State administration in these areas. Elements which coukl be con-
sidered might inelude Federal aicl in establishing computerized quality

H con:_‘xonl rsller:m u‘ul :lhl mluclio’n :(‘ Feder paymmls under the
various [ederally funded s of t rogram to the extent that
errors are determined to oxpe.ened certain n‘:immum levels. *

Estimated annical sarings.—$0.1 bilhon.

CHAMBER RESPONSE:
(1) Congressional and Administration dudgetary decisions
over the last two decades have hindered state efforts to control error
and fraud. By simply revising the allocation of curreat FUTA administrative
funds, states can devote more resources to UC claimant control and sbuse.

BEST COPY AVAILABLE



(¢

For exsmple, Navada found, in 1978, that for sach doliar spent on claimant
control, they saved $6.50 in benefits., Employers would snthusiastically
support any progres ylelding thess returns.

(2) No state legislation {s necessary.

(3) Savings could result in ¥Y 80 and significently more
than estimated by the Departmeat of Labor.

STAFP PROPOSAL #6:

6. Eliminate the national trigger for the extended benefit program.—
Under existing taw, an additional 153 weeks of benefits over and
above the usual maximum «uration of 26 weeks for regulsr State

ployment benefits b pa{nblo in limes of hizh unemploy-
ment. Fifty percent of the costs of these extended beneSts are pald
{rom the proceeds of the Federal unemployment tax. Tho basis for
the extended benefits program is that unemployesl workers may reason-
ably be expected to fin themselves unsble to obtsin employment for
4 longer period of time when jobs ere scarce as indicated by high levels
of unemployment. Consequently, the law requires States to partici-
Pntt in the extended benefits pmfznm when insured unemployment
evels in the State have increased by st lesst 20 percent 'measured
ayainst the 2 prior years) and an absolute insured unemployment
rate of 4 percent has been reached. The law also, however, requires
that ell States implement the extended benefit provram when the
national insured unemployment rate reaches s level of 4.5 percent.
This “'national trigger” con result in ailing 3 months of benefit dura-
tion in a State which has experience! neither a particulary high level
of unemployment nor any relative yrowth in unemployment levels. In
such States there would, therefore, seem to be no particular basis for
fssuming that unemployed workers required additionsl benefit dura-
tion in order to find new work. Consideration coulti be given to delet-
ing this national trigger so that extended benefits \ro\ﬁd be payable
only in those States whers economit conditions indicated a need for
the additional (uration.

Estimated annvol sarings.—At the 7 percent total unemployment
rate assumption used for estimating the savings of these proposals
this item would uce no savings since the national trigger would
not be effective. At an 8.6 percent total unemployment rate, this item

would reduce program costs by $1.3 billion.

CHAMBER RESPONSE:

(1) Ve concur. Elimination of the national trigger is loung
overdue. Experience to date has revealed that in many instances the
national trigger was sactivated by joblessness in just s few states. Thus
even states vhere jobs wers plentiful wers forced to extend benefits.
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(2) only COn:r;u can effect this change.

(3) The budgatary impact in ¥¥ 80 would depend on the level of
{asured unemployment.

STAFF PROPOSAL #7:

7. Permit States to establish optional extended denefit trigger ol higher
ingured nnemployment levels.—~Under present law, States which are
ot required to participate in the extended unemployment compen-
sation program under the mandatory trigger provisions (because the
20 percent higher” factor is not met) may elect to opt into program _
when the State insured unemployment rate reaches a level of 3 percent.
States do not, however, have the option of triggering the program only
at » higher level (such as 8 percent). Considetation might be given to
providing States thiy additional !lexibdi!{.u ]

. Estimated annual sasings.—Up to $0.4 billion depending on econom-
ic conditions over & period of years.

CHAMBER RESPONSE:
(1) We concur. Both this proposal and the preceding are federal’
requiremsents upon the states vhich have required payment of benefits against
the vishes of sowe states.

(2) Congressional action is necassary before the

states can act,

(3) The impact on FY 80 {s not likely to be great since state
legislation is also necessary.

STAFF PROPOSAL #8:
3. Provide ineentives for Federal agencies to contest
claims.~An important el t of .tte orgo. --‘:-'M mn::g::
prouram in the States is the experience rating system which provides

awards'are not being made by the State agency. Federa) agene

not have o <imilar incentive in the case of l“lf:ir e‘mplormlsing:: bsoe:e‘l!i?
fosts are funded through a separate account not chargeable to he
indivicual sgency. Consicleration coukl be wiven to uiring each
daency. as o part of its annual budpet request, to provide information
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; i llul m of b “{ |m.i-l 10 1ts former elmph'_\igqo in lhe
year und its expectations (or the coming vesr. In addition, ¢
Labor Department couk] be chanved \‘-;uh & continuing un;l.\ sis of th:
agency um and coukl be required. in its annual et sub-
missiops, jon ¢ g anv agencies with unusu-
oy b beed

t charges,
imated annuel nr'rnp.-lm than $0.03 billion.

CHAMBER RESPONSE:

(1) Experience rating is & proven tool which provides a stroog
incentive to stabilize employment and to monitor claime. Federal agencies
could reduce their costs {f more attention was centered on their experience.

(2) Despite federal requirements on the states to raise UC funds
vis experience rating, the Department of Labor has been dllowing the states
to mon-charge a growing smount of their bevefit costs. This has sericusly
uadernined experienca rating in every state. Thus we would urge this
Committes to direct the Secretary of Lador to increase his sttention to this
federal requirement.

(3) Considerable savings beyond Department estimates would likely
result from incressed employer attention to UC costs.

STAFF PROPOSAL #9:

9. Modify trade adjusiment aseistance program to procide same
bengfil amount as regutar program.—The trade adjustment nssistance
program provides additional benefits to workers who become unem-
ployed as a result of import competition which causes a decline in the
sales or production of their employers. Under existing law, adjustment
assistance is provided in the form of both higher benefits than would
be payable under regular unemployment compensation programs aad
o longer durstion of benefits (generally 53 weeks as opposed to 26
weeks yoder regulsr State programs). While the impact of import
competition may justify a longer duration of benefits on the basis that
many similar firms in a given ares could be ~imultaneous!y impacted
30 that it would take o tonger time for workers in the affected industry
to fisul new work, there oes not :Kpur to be a similar rationale for

mv‘x!ing & higher level of benefits than are provided to workery
f:ninu other types of jobs. Considleration could be ziven to modifying
the program by continuiny the adilitional benefit «luration but limiting
benefit levels to those of the regular State unemployment compensa-

tion program.
Estimated anaual sarings.—%0.1 billion.
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CHAMBER RESPONSE:

(1) Ve concur. The Chamber has consistently mafntaingd that
joblessness dus to imports {s no different from joblessness dus to domestic
considerations. Thus there can be no justification for paying higher
benefits for longer periods to trade-impacted workers. Similar considerations
apply to workers in other industries (rails and forestry) where special benefits
are availadbla. :

(2) Legislation 1 nov before the Pinance Committes to incresse .
_the trade adjustment benefits. We urge you to reject it and epact the
statf proposal.

{3) Ve suspect that considersbly more savings than projected by
the Department could be realized in FY 80.

STAFF PROPOSAL #10:

10. Requirs States lto pay interest on funds borrowced from Federal
accoxnis.—Under present law, State benefit costs are paid from the
of State upemployment taxes which are deposited in the
State accounts of the unemployment trust fund. If a State account
drops to u level where the State will be unable to meet its benefit
obligations, a loan to meet the shortfall is made from the Federal
unemployment uccount. {If the Federal unmplofyment account proves
inadequate, it in turn borrows from the general fund of the Treasury.)
In each case, the losns that are made bear no interest. Once a loan
is made to a State under this provision, the State has between 23
and 35 months to make repayment. At the end of that period, Federal
collection action begins by reducing the Federal tax credit otherwise
available to employers in the State. Even so, no interest or other
g:ulty applies. i Because of the savere impact of the recent recession,
ates with outstanding loans were given 3 additiona] years to make
repayment during which no action is being taken to effect collection.)
Since these loans are provided on an interest-fres basis, there is little
incentive for States to make repayment any sooner than they have to.-
The Fi overnment, however, is actually paying interest on
these balances since xmy Fepresont an increase in the publie debt. A
change in the law could be considered to increase State incentive to
repay outstanding loans as quickly as possibl charging i
on any loan helance outstanding at a rate equal to the going rate of
interest on Federal securities.
imated annval saringe.—30.4 bitlion.

CHAMBER RESPONSE:

This proposal f{s rfurreantly under study by the National Chaaber.
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11. Prond reduction of Be rh the
PR Rl viol o syl er i 1 o
unmdmenu to the lmemphymn( lnn were un.ler rousilenation

expressed over the situation in which an
m i in fact T retired rarher than unemployed may receive

uumploymom beneﬁu at the sume time that he is recei retire-
t pension. The law was amended to rovw for a dollar-for-
dolhr reduction in unemployment u the amount of any
concurreatly ps %rk to lho ua{ Because of concern
that the provision may broadly drawn, the effective
date was iet in the nuuu m pernut umo for msdy nnd llllt flective ‘lsh
date_was sul further_extended to M 050 .
interim report ﬂn National Conmision on an ymont Com-
pensation tecommended that the provision be repesled. As an alterna-
tive to this proposal, consideration could be yiven 0 making the
provision effective with & modification meeling the most serious
objechonu by limiting the reduction to pensions bused in whole or
part o;h:mploywt within the 2 years pneedmg the date of un-
em&
led annval sari —so.sbnllmlueom red with re;
mommended by the \nmul Commiss<ion] P p“l

CHAMBER RESPONSE:

(1) We would opposs ihh propossl if ot{on& as federal iaahh:iou
since we view it as federal benefit standard.

(2) A provision for the coordinulod of ynesployment co-pmgtton
and pension benefits exists in the laws of 38 states. We believe the other
states should adopt similar provisions.

This concludes our presentation. We would be happy to ansver questions
raised by our testimony. Thank you. ' :

BEST AVAILABLE COPY
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Cutwmen
p B e . i
- Comwmerce Commence Commerce
COUNCIL OF STATE CHAMBERS OF COMMERCE
WASHINGTON RESEARCH OFFICE:

4995, CAPITOL ST, SW. o SUITEAIZ o WASHINGTON, DC. 20003 o (202) 4843103

,é‘.f'.’.- SUMMARY OF COMMENTS BY JOHN DANKOSKY togone . et
: October 1, 1979

The Council of State Chambers of Commerce, an organization comprised of
34 State and regional chamber of commerce organizations, has consistently in
the past opposed Fedaeral intervention in State prograns.
For this r we t support proposals such as:
Require disqualification for duration of unemployment for
voluntary quits, discharge for misconduct, and refusal of
suitable work.
Reau!te that States not pay benefits beyond 13 weeks to an
individual refusing any reasonable job offer.
Require that States not pay benefits on the basis of predictable
layoffs from seasonal employment.
Require all States to establish a one-week waiting period.
We agree that these groponals would most probably result in cost savings

and agplaud the Committee's efforts in this area. We do not, howaever, feel
that Federal requirements placed upon the State are in the best interest of

the unemployment compensation system.

We are also not in agreement with the proposal which reads: .

Require States to pay interest on funds borrowed from Federal accounts

We feel that a change of policy at this point would not be fair to the

tates. We do, however, have an alternative to this proposal in the text of
r statement which we hope the Committee will take note of.
' We heartfly support the proposals which read:

Provide Increased assistance to States in control of error and fraud.

Eliminate the national trigger for the extended benefit program.

Permit States to establish optional extended benefit trigger at

higher insured unemployment levels.

P:o:tdc incentives for Federal agencies to contest improper benefit

claims.

Modify trade adjustment assistance program to provide same benefit

amount as regular program.

We believe these proposals to be sound, that they do not represent
“ederal intervention in State domains and that they most probably would re-
sult in substantial savings in the long-run.

Again, we a| flnud the Committee's efforts and would volunteer the
services of the Council of State Chambers of Commerce in exploring any cost-
saving measures. It is our intention to distribute most of the proposals to
our member State organizations and urge that they seek enactment of the
measures at the State level.

BEST COPY AVAILABLE
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mmor:ouummosx ON BEHALF O
BENEFITS AND IIMTIORS OQﬂITT!! 0' THE
COUNCIL OF STgIl camnsus COMMERCE
SUBCOMMITTEE ON UNEMPLO AND RBIAT!D PROBLEMS
SENATE FINANCE COMMITTE!
. OCTOBER 1, 1979 .

Mr. Chairman, Members of the Subcommittee, wy name is John Dankcsky,
Assistant Legislative Director for the Pennsylvania Chamber of Commerce,
I am appearing before you today on behslf of the Employee Benefits and
Relations Conftittes of the Council of State Chambers of Commerce. With
me is William R. Brown, President of the Council of State Chambers of
Commerce. I would like to thank the Subcommittee for providing us with
the opportunity to testify on the unemployment compensation costssaving
proposals drawn up by the Pinance Committee staff. ’

The Council of State Chasbers of Commerce is an organization
comprised of 34 State md' regional Chanbexs of Commerce organizations. We,
as an organization, have been long time advocates of the principle that
States have an indispensable role {n the present: unemployment compensation
system and that nothing should be done to lessen that role. We have
stated before numerous commissions as well as Congreéssional committees
our belief that any loss of authority by the States to the Federal
govomuhc would not be in the best interest of the unemployment
compensation system and all parties {nvolved in that system. In the
past we have always opposed any legislation or propon}n wvhich we felt
would infringe upon the States' powers as they now exist in this erea.
We must, at this time, reiterate our stand and state that we are flatly

pposed to any proposal which wofsld diminish the role or\ authority

of the States in the area of unemployment compensation.
Addressing specifically the proposals drewn up by the Finance
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Committee staff and now before us, we find ourselves surrounded by
completely unfamiliar circumstances. It has been our past experience

in presenting testimony to address issues or proposals in the unemploy-
ment compensation srea which we have believed would not only infringe
upon the States' authority but were also not in the best interests of
the employer, the unemployment cospensation system or the country as

a whole. Our past experience shows us that proposals in the unemploy-
ment compensation area have concentrated mainly upon ways to expsnd the
system by adding costly provisions to the existing system or revamping
the present system in a way which would lessen State authority and, as

a result, become more costly. It is indeed refreshing to be addressing
proposals which are aimed at cost-savings. We applaud the Committee for
{ts thoughtful considerations in this area and express our hope thet the
Committee shall continue to work toward solving the severe finsncial
difficulties now plaguing the unemployment compensation system.

We regret, however, that we cannot support all of the proposals
before us because.of the involvement by the Federal government that
several of the proposals would require. Specifically, the proposals
which read:

Require disqualification for duration of
‘:‘23‘5%2{2:3&5?‘..‘(3“:‘.‘2.‘.’.%“3%‘::.;‘éi:%':‘.‘.%:u.
Require that States not pay benefits beyond 13
weeks to an individual refusing any reasonable
job offer.

Require that States not pay benefits on the basis
of predictable layoffs from seasonal employment.

Require all States to establish & l-week waiting
period.

We feel that all four of these proposals have a great deal of

merit and agree that if enacted would most probably be cost-saving
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measures. We cannot, however, support these propdoaln at the Federal
level. All four proposals represent Federal intrusion into State
functions which we feel would have an adverse effect upon the unemployment
system in the long-run. We would most probably be strong supporters.
of these proposals were they made at the State level.

We feel the Pederal government's main function in the unemploy-
ment system should be that of providing assistance to the States when
that assistance i{s requested by the States. For that reason we support

the proposals which read:

Eliminate the national trigger for the
extended benefit program.

Permit States to establish optional extended

benefit trigger at higher insured unemploy-
ment levels..

We feal the States should have the sbility to design and administer
their programs as they feel necessary and in a way in which the elected
representatives in those States view as in the best interest of their
States. By eliminating the rnational trigger for the extended benefits
program and also by permitting States to establish optional extended
benefit triggers at higher insured unemployment levels we feel the
unemployment compensation system would be improved. Allouing States
more authority in these areas will give States some of the tools
necessary for them to build a better unemployment compensation system
and a system which better fite the needs of each individual State.

The elimination of the national trigger should be an area of
particular interest to all those who are interested in improving the
current unemployment system because of the way the national trigger
can distort that system. As the system now stands, extended dbenefits
can be triggered on nationally by high unemployment in a few highly
industrialized States. This triggering on forces States which may
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have had absolutely no increase in unemployment into the extended
benefits program. This triggering on, in our opinion, should be
a State decision.

Other proposals we could support would be: .

Modify trade adjustment assistance grogran to
provide same benefit amount &s regular program.

Provide incentives for Federal agencies to
contest improper benefit claims.

The August 28, 1979 GAO report entitled ''Unemployment Insurance
Inequities and Work Disincentives in the Current System" documents our
belief that were there a modification in the trade adjustment assistance
program as stated in the proposal above, it would increase the incentive
for those unemployed as a result of {mport competition to find new
employment. To carry the proposal one step beyond solely benefit levels
we would also support a shorter duration of benefits in this ares for the
same reasons. We feel, however, that any modification in the program
should not result in & change in the present system for financing the
program.

Our support for the second above proposal is also based upon our
belfef that this proposal conteins the language which if used more at
the Federal level could be of greatest value to the States. The idea
behind providing incentives we feel is sound and an area that Federal,
indeed even State, administrators should spend more time investigating.
We support the idea of providing incentives for Federal agencies to
contest improper benefit claims and would like to see more incentive
programs throughout the entire unemployment compensation system.

We cannot support the proposal which reads:

Require States to pay interest on funds
borrowed from Federal accounts.



It is our belief that to now charge intersst on monies which
were borrowed with the understanding that there would be no interest
is unfair to the States. We recognize, however, that some States must
at some point mske greater efforts to repay these loens. 1f this
c;mtttu should decide that the only conceivable way to emphasize
to those States the necessity of making repayments should be to start
charging interest on the losn balances, we should like to suggest an
alternative method of doing that which, we believe, would be more
equitsble to all parties involved.

The alternative would be to allow the interest to be waived Lf
the State made legislative changes that would develop an appropriate
balance between income and outgo. The appropriate balance should be
one which would generate a surplus of at least 20% of the highest
level of debt until the debt is paid back. This would allow the State
to pay back the loan in 5 years. The appropriate balance would be
left to the discretion of the State and would be developed by redueipg
benefits, increasing taxes, or a combination of the two.

It would be advisable to include also a provision which would
require a State to freeze all benefit amounts at the then: current levels
if the total outstanding debt was in excess of a certain percent of
total payroll, such as one half of one percent (as an example, the
maximum benefit amount etc. could not de increased if the debt was .5%).
This requirement could be waived {f legislation was enacted to reduce
other benefits to at least the same extent. This requirement would
force the State legislators to look to both sides of the formula
in determining & proper balance and prevent them from aliowing benefits
to increase which would require even greater taxes on employers during
periods in which the State program is having serious fiscal problems.
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This spproach would also encoursge States that are in debt to
rveview their laws for possible changes and to carefully examine their
benefit structure to determine if reductions are warranted. In many
cases the States could incorporate the proposals suggested by this
Committee for reducing costs. In addition, the State could decide
that other areas affecting benefits should also be changed or that
it would be more appropriate to make these other changes rather than
the above mentioned proposals.

This approach leaves the greatest amount of latitude to the
States for developing a fiscally sound system which establishes a proper
balance between taxes and benefits. We believe this is a proper approach
in our Federal/State unemployment compensation sytem as the States would
not be required to meet certain benefit standsrds. At the same time it
places the necessary burden on the State to pay back the debt in a
tennon;blc length of time.

We hope the Cormmittee will consider this as an alternative to flat
interest charges should interest ttself ever be deemed necessary.

In sumnstion I would like to again state our support for the
Committee in its efforts to make the unemployment compensation system
a more cost-efficient system. 1 would also like to offer the services
of the Council of State Chambers of Commerce should that be the desire
of the Committee. We strongly favor any cost-saving measures provided
these measures do not entail Federal edicts to the States and do not
represent an intrusion upon the rights of the States to develop and ;d-
minister their own unemployment compensation programs. We feel that most
of the proposals at hand are a step in the right direction and, for that
reason, intend to distribute those proposals among our member State or-
ganizations and urge that steps be taken to have most of the proposals

implemented at the State level.
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Senator BorEN. Our next witness is Mr. James D. McKaevitt,
Washington counsel, National Federation of Independent Business.

STATEMENT OF JAMES D. “MIKE” McKBVI'Xl'l‘.'F WASHINGTON
COUNSEL, NATIONAL FEDERATION OF INDEPENDENT BUSI-
NESS :

Mr. McKevrrr. Thank you. :
Senator BoreN. We are glad to have you with us here today.
Mr. McKgvrrr. Thank you. It is nice to be here.

Senator BoreN. These are not unfamiliar surroundings to you I
gather. You were formerly a member of the Congress. Very pleased
to have you with us. ‘

Mr. McKevrrr. Very pleased to have you here from the great
State of Oklahoma, Senator. I appear here on behalf of our 585,000
members, and I think if they know I was here today and you were
holding this hearing that they would be dumbfounded and very
pleasantly surprised. I think what Oklahoma has done is a step in
the right direction and I think what is good for Oklahoma is good
for the country so far as procedures—— .

Senator Boren. You know the Chairman has to agree with that.

Mr. McKevrrr. Well, I say it because, I will give you the back-
ground. I think we have gone way beyond the original intent of the
unemployment compensation laws as proposed by Lafaulet and
Cousins from Michigan. Lafaulet was from Wisconsin and Cousins
was from Michigan. I was involved, I was a district attorney before
I went to Congress. Before that I was assistant attorney general in
Colorado for 9 years. I had occasion to try over 500 cases involving
unemployment compensation and workmen’s compensation before
industrial commissions and before district courts including the Su-
ghreme Court across the street where we had an interesting case

ere.

But I did it for 9 years. I reflect on that and I also reflect on the
concern of our members. Because we have eveorsrt ing from sole
proprietors to manufacturers who have 200 or 300 employees. And
0S is minutia compared to their concern about the abuse of
unemployment compensation. Payroll taxes, for example, we do
surve{ls periodically of our members and we found, for example,
payroll taxes, the impact of it has jumped from fourth to first just
in the last year.

Of course, one of the impacts there is the tremendous amount of
money that is going out in unemployment compensation and the
abuses of it, the setups. I will elaborate on those in a minute. I
know at first blush maybe you say we shouldn’t go with more
Federal standards. I am familiar with the concerns of the associ-
ations of directors for the various departments of emplognent. But
I wonder maybe if we shouldn't fight fire with fire. How many
standards do we have on benefits for example? You look back at
the history of this thing, start with—it started with coverage of
eight or more employees and then it went to four or more and then
one or more. And then we get into the politics of it. You have a
background in law. You know the politics, whether it is an admin-
istrative tribunal, a hearing officer, whether it is a district court
judge, a trial judge or even an appellate court in this regard.
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And we have seen this rush to out the benefits over the
years. And we have gone way beyond. And I would therefore like to
comment on some of your proposals here. For example, on requir-
ing the disqualification for the duration of unemployment for vol-
un ‘;mits and discharge for misconduct and refusal of suitable
work? Yes, sir. I think unless we have some arbitrary standards—
you know it is easy to say let us have more studies. I don’t know
why we need more studies. We have more case law on this question
than you can shake a stick at. We have more impact on costs and
breakdowns now than you can shake a stick at. And we have more
politics. We have the referee for example who feels sorry for the
gemon because they have a meritorious claim and it goes from 7 to

3 weeks and they play around with it in their i ite wisdom.

On all of this discretionary qualification I think we ought to set
some standards.

And 1 think one of them ought to be right across-the-board
disqualification.

So far as 13 weeks on reasonable job offers? Yes, sir. One of the
things our employers, our members get set up with is the setup
pattern where they come in and work for a certain period of time,
a statutory entitlement, and then they sort of phase down until
they are laid off. They are pros at it. And we see a lot of that. You
saw, for example, you mentioned the business about those drawing
unemployment benefits. Those figures I am sure are true all over
the country. And it is the old setup. It is discouraging to small
business employers because in fact they are labor intensive. They
create jobs for entry-level markets. And they see a lot of kids today
who are patterning themselves in the structure where they force
themselves into a layoff and they then do what they call rollmtgh:g:
employer and then they go for the full shot. And I think somethi
has to be done about that.

So far as seasonal employment is concerned, I think that should
be left to the States for this reason. You have auto workers—
teachers were the big issue in our State because the school districts
look at the State and say OK, let us pay on a 9-month basis and we
will roll the State fund for the other 3. That is in effect what they
do. That is not only with teachers but some of the big corporations
for example, the coal companies will do it too. The%w see the auﬁ le-
mental unemployment benefits. So who gets hit? It is the little.
small businessman or woman because their experience rating goes
up—I mean their c e goes up because the fund goes down. So
there is a lot of ple, whether it is some big corporations or
whether it is school boards or what have you that do roll this fund.
Something has to be done about it.

On the other hand from a seasonal aspect, take my State of
Colorado. You are going to have a tremeadous impact on Vale or
Aspen or the other ski areas if we don’t allow the seasonal thing
the way it is now or the beet sugar. And I think maybe that is a
unique problem to each State. ,

On the week waiting period. Most States have it so why don't
they all have it? There is too much of this rush to judgment. I have
seen and—there is an employer here in the District of Columbia,
whammo, you get a notice for example—I mean how many employ-
ers can even test it because of the way they roll you through it real
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quick. I have contested them where justified. They have also here
&% some benefits out and so0 it has been drawn from the general

Well, 1 week here and 1 week there adds up, doeen’t it? As the
result I think there should be some requirements there.

Now then I don’t know why we need any more studies on fraud.
Take the State of Colorado for example, and I am sure it is true in
most cases, they say. Well, you know, we are going to go after the
delinquency of the employers as well. You take the field section,
which covers the employers. There are tons of auditors out there
checking all the time. I remember when 1 served as assistant
attorney general in Colorado, there was one person who had no
investigative background in the fraud section. Minutia I say. And I
challenge the Department of Labor to show that that has increased
that much today than existed 10 years ago.

Fraud is a dirty word within the de ent of employment. Let
us get the benefits out they think, but to heck with the fraud.

You get the Froblem like I did as a district attorney. You try a
case in front of the people and say you are éging to do somethi
about this person. They cheated the State of Colorado. They need
the money. You know, it is tough to try one on a criminal basis. It
has to be done on a disqualification basis.

A national trigger? Yes, we support it.

Federal agencies and claims? You bet. We would try the Federal
cases—and in my 9 years I don’t think I had more than four cases
because m play cozy on that one. The Federal supervisor is not
going to e an issue because they say that is no skin off my tail
so why should I worry about it. So they just go out and roll the
Federal UCC benefits. And it is a complicated procedure too, the
way it is now.

You do the hearing before the State hearing officer and then you
go in the Federal district court. The Federal district judge is up
there for life in his own world. And he says, “I am not gging to
mess with unemployment compensation.” It is too cumbersome
from that standpoint but there has to be something done like, as I
mentioned in our testimony, on the standards level of users then
you do now with agencies so far as utilization of space. Maybe the
same should be done on benefits as well. There has to be some way
to change that.

So far as trade adjustment, what is the difference between inter-
national and domestic competition? We have a tremendously,
highly competitive domestic situation as well, I don’t see the differ-
ence there.

On interest, yes, we support the interest provision. Maybe there
should be some consideration given to retrospectivity but we
strongly support that.

On the pensions I saw many abuses on that. They get near
retirement and so forth, they do the roll and they get the double
dipper. They get the pension and the unemployment benefits.

So far as standards, you got to have tighter practices because, as
I say, the politics of the benefits section, the referee, the industrial
section and the courts all play a part.
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The other thing is this. Mistakenly the deFa.rtment of employ-
ment is often called the department of unemployment. It may be a
freudian slip but not malice aforethought.

It was because of the fact they saw it strictly as unemployment
benefits. What were the departments created for? To create jobs.
And yet for example as late as last week s ing in Denver I
spoke to the head of the department out there and she said we are
being cut down more and more as far as placement, as far as
getting people out into the work sector. And something has to be

one about that because there is a poor attitude there.

Whether it is Federal stance or what have you, let us work more
to get these people back to work because there are a lot of them
who want to work but there are a lot who don’t and who know how
to put their fingers and walk them through the yellow pages and
come up with four or five contacts and that is as far as they go.
That is their search for work. And it is Mickey Mouse.

There is something else I think you ought to look into. We have
a case pending with one of our members in Hawaii right now. You
have sal)‘rstwo employers and the person works for one employer for
30 weeks, he quits. He goes to work for another employer. He
works for him for 6 weeks and is fired because he is goofing off on
the job. You hold a hearing and you notice this last employer in for
the benefit hearings. The first emplogje: is never brought into it.
All he gets is the notification that his benefits are—his benefit
section is being charged and the fund is being charged as well.
That is an interesting case.

Senator BoreN. Now say that again. The first employer——

Mr. McKEevrrr. Within the benefit year——

Senator BoreN. And he does what?

Mr. McKevrrr. He leaves the first employer. He separates be-
cause of his own cause. There is no question about unemployment
benefits. Oftentimes the classic case is he will leave to e the
better job in quotes. He takes the better job in quotes——

Senator BoreN. And then gets fired or quits?

Mr. McKevitr. He gets fired or quits, and the second employer
does not contest the benefits.

Senator BoreN. And then that charges back against the first
employer?

Mr. McKevitt. It goes back against all the employers in the
chain over the benefit year.

Senator BoreN. How frequent is that occurrence?

Mr. McKevrrr. I wish I knew because the problem is you don’t
hear the hue and cry.

Senator BoreN. No.

Mr. McKevirr. Except from Lex Brody in Honolulu, one of our
members who is a tire dealer out there and he has taken it to the
Federal district court out there. That case is pending right now on
constitutional grounds, on lack of notice, on improper taxation.
And I think that is an interesting issue.:

Senator BoreN. Do all States follow the same practice?

“ Mr. McKevirr. I don't know if they do or not at the present
ime.

Senator BoreN. Let me ask our director from Michigan here, the
president? Does this vary from State to State?
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Mr. TaYLoR. It varies from State to State. In many situations
after the credits, the last separated employer is exhausted, you go
to the next separated employer, you go to the issue of separation
and you might impose a disqualification then in some States.

Senator BoreN. Do you have any idea of how many States would
follow this practice being followed in Hawaii?

Mr. TavLor. I don’t know. I can find out for you. I can get you
that information.

Senator BoreN. Do you do that in Michigan?

Mr. TavLor. We look at each separation, yes.

Senator BoreN. So you don’t do what they do in Hawaii?

Mr. TavyLor. We do not do what this gentleman is talking about.

Mr. McKevrrr. Finally what it goes to is attitude. I think there
are a lot of well intentioned State employers out there. I know. I
worked with them for 9 years. They want to do the n’ght thing. But
they see the attitude manifested upon them by the department of
employment. And I think there has to be a sense of resolution
come out of the Co: to im to them of enough is enough,
let us get back the theory of Lafaulet and Cousins on this particu-
lar matter. That is all I have.

Senator BoreN, Thank you.

We will look into the last question you raised. That is a new
problem for me.

Mr. McKevrrr. The last thing I can say, and I reiterate our
members are madder than hell about what 1s going on with unem-
plgment compensation benefits in this country.

nator BOREN. I think I met a few of your members out as I
have traveled around the State of Oklahoma and I can attest that
is the case. There is much concern on this. We hear about welfare
abuse and about other abuses of the Federal programs, but abuse
of the unempl‘qyment system as I have traveled around talking to
citizens is the first thing brought up by more people than the abuse
of any other Federal program. .

I appreciate your testimony.

Mr. Mc . you.

(The prepared statement of Mr. McKevitt follows:]



NFIB i

STATEMENT OF
Jemes D. "Mike" McKevitt
WASRINGTON COUNSEL
NATIONAL FEDERATION OF INDEPENDENT BUSINESS
Before: Senste Finance Committee's Subcommittee on Unesployment and Relsted Problems

Subject: Reducing Costs of Federal-State Unemployment Compensation Programs

Date: October 1, 1979

Mr. Chairman, NFIB, on behalf of its 585,000 small and independent business mem-
bers apprecistes this opportunity to express its views on cost-reduction improvements
in FPederal-State Unesployment Compensation programs. Fev issuve sreas po‘un greater
interest for smsll business. MNot only are payroll taxes of which Unemploymedt Compen-
satfon is one, the largest single tax paid by s msjority of smsll esployers, but slso
the small entrepreneur's sense of justice is often outraged vhen he sees the unemploy-
ment system being utilized for non-intended purposes. TYor exsmple, in the Southeastern
United States, over 14X of respondents delieved the unemployment tax was the one in great-
est need of reform (contrasted to over 50X for FICA and only 16X for business {ncome
taxes). 1 Thus, NFIB comsends the Chairman and the Subcommittee for examining & nuaber
of issues related to the progrem, snd hopes that additional issues will be exsmined at
a subssquent date.

The staff has listed several potential aress for reform. In no particular
order, NFIB gives its support to the following:

1. Requiring States to pay interest on funds borrowed from Federsal accovnts -
Since 1972, twenty~-two Stetes and three other jurisdictions 2 have recejved advances
from the FPederal Unemployment Accoumt. As of June 30, 1979, fifteen Stetes and three

other jurisdictions have outstanding obligations totaling over $5 dillion.

1/ an unpublished study conducted by Professor Mark Weaver at the University of uib-.
2/ Dpistrict of Coluabis, Puerto ico and the Virgin Islands.
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States (and otber juriedictions) which borrow from the Pederal unssploymest
account not only benefit because the loans are interest free, but bdenefit also
b T 19 in ch » inflated dollars. This results in a shift of the

ey Ls

actual coste of uu‘-ployunt =p {fon for msny St with s subseq in-
centive system focused on longer psybacks, more frequent borrowing, less State
efficiency and econom~, etc. These oconsequences of the “interest free” policy
are not desireable. »

Much has been made receatly over Federal aid to States when States have deen
ruaning surplusesand the Federal government huge deficits. States have countered
that viev arguing the situation i temporary and no lonjer applicadle. To NFIB
that discussion {s moot for present purposes. The relative financial conditicn
of governments is not the issue, but whether “free" woney vith its perverse incestive
structure should be given State unesployment funds.

2. Provide incentives for Federal agencies to conteit improper benmefit tlsims -~
& problem in coming to grips with the Federsl budget is that true costs are often
inadvertently disguised costs thereby eliminating any buresucratic incentive
to reduce and cutting Congrassional abilities to locate unnecessary costs. One
notsble example of attempts to slleviate the prodlem was the institution of Standard
Level Users Charges (SLUC) on the space occupied by Pederal sgencies. The concept
was to isolate an sgency's space costs so that bdoth the sgency and the Congress had
some f{dea of the total expense. That principal fe velid for Federsl sgeacy un-
employment costs.

Unless the true unemployment cost fs revesled to both agency heads and the
Congress, there is little incentive to challenge unjust cleims. Such costs are
not currently available on s comparative basis. That situation shouls be corrected.

3. Provide increased assistance to States in coutrol of error and fraud --
Prior to my arrival in Washington, 1 had spent nine years ss an Assistant Attorney
Ceneral for the State of Colorado with responsidbility for the Department of Employment.



In those yesrs, * saw first hand the desmphasis on fraud and error coatrol. The
attitude, impos:d by the Depsrtment of Labor, was 'shove the money out the door

ines pudblic

snd worry about othar things later’, That spp h uafor tely

confidence in ploy "p ion and discriminates against the taxpsyer-
employer as well as the bona fide unemployed.

Betvesen 1975 and 1978, we have seen a substantial incresse in benefit over-
paymants (fraud and uun-frsud) as a percentage of benefits paid. Further, we are
witnessing a vast discrepancy ssong the States. The national wedian of fraud
cases per 1,000 first payments (July, 1977~- June, 1978), for example, was 12.86.
But in South Dakota the figure was 65.81 vhile in West Virgfnis the figure stood
at 0.80.

It §s implicit in a Federsl-State program that the Federsl government has a
right to expect any finsncisl transfers (or credits) by which s program ia funded
to be adainistered efficiently. Thus, NFIB sgrees that inceatives should ‘bc provided
to eliminste error and fraud. However, we also balfeve those incentives should
involve no direct payments to the States, but a loss of some assistance inproportion
to non-effort. In that manner, Federal costs are not increased; States which are
currently doing well areproportionately rewvarded for their efforts; and Statesvhich
fail to properly admister Federal resources sre penalized.

4. Modify trade adjustment program to provide same benefit amount as the
regular program -- the distinction between an 1ndividual losinog his job due to
foreign competition or losing his job due to domestic competition is at best artifical
for benefit level purposes. While the extended durstion of the bensfit is srguable,
it 1s not fair to the persons unemployed for '"domestic® reasons, to small employers
who wish to hire thes and cannot because of benefit levels, and to States who should
have the right to determine benefit levels. The purpose of unesploysent compensation
is to give the worker a cushion wvhen he loses his job until he cen locete another.

Whether he loses his job for domestic or foraign reasons has no bearing on the matter.
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5 Slm-;u the national trigger for the extended benefit program - - The
"national trigger” fails to consider differences in relative State economic conuuon
and fails to sllov States to make their owa determinstions of tNe needs for their
particuler State. For exssple, in November, 1976, when the national tragger vas “on",
four States (Nebrasks, Texas, Virgin{s, and Wyoming) had insured unemployment rates
of less than 2.0. Eight States (Alaska, Maine, Michigsn, Kevada, Xev Jerssy,
Pennsylvania, Vermont, and Washingtos) had rates over 5.0. These States represent
considerably different circumstances.

The national trigger is inappropriste as it compels States to take action
that may have no relevance to thefr particular eonuuon.

In a real sense, however, NTIB faces a q\undry in addressing many of thé specific .
{ssues reafised in Committee Print 96-26. The direction these alternatives tske are

courses vewould like to see pursued. But small dusi are d with the in-

creasing propeasity of the Yederal government to preempt Stste prerogatives -~ for

8034 or §11, We note, for example, staff alternatives auch a8 "Require that States

not pay benefits beyond 13 weeks to an {ndividual refusing any reasonable job offer”,

or “Require that States not pay benefits on the basis of prdl;toblc lay offs from
seasonal employment”. These are propossls with which we concur o their ends, but

we have some difficulties with the means. WPIB is not arguing that & legitimate

Pederal {nterest is abunt.. After al) the Federsl government does have a responsibilicy
to se¢ that its resource share of the progrem is spent vithin parsmeters it coasiders »
scceptable. But wo. are arguing that by “uqu!.uni" States to take these actions, the
Tedersl govermment s ovenuy'ppln;.

Instead, ve suggest that the Federal government refuse to pay s share for such
benefits by ndueh.a; enployer credits in proportion to the costs such unacceptadle
practices lerute. Allow the States to continue nying such benefits 1if they desirte;
that 1e their prerogative. But the Federal government doesn't have to extend credit
for mnt of those bm!tn; that 1s its prerogative. ' ’ .

The difference betyeen the staff propassls and what we are suggestisg sy u.
more semantic than saythisg else, yet our proposals allow the Stated th.tr legitinate
interest and allows the Federal umn-nz its. That {s important nl von wvorth
and subtle distinctions made.

‘Mm.

53-2470-719 -7
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Senator BorEN. Our last witness today, last but not least, is Mr.
C. H. Fields, assistant director, National Affairs Division, American
Farm Bureau Federation. .

We are very pleased to have you with us.

STATEMENT OF C. H. FIELDS, ASSISTANT DIRECTOR, NATION-
AL AFFAIRS DIVISION, AMERICAN FARM BUREAU FEDER-
ATION

Mr. Fierps. Thank you, Senator.

I would ask that my full statement be entered into the record. I
will try to summarize.

Senator BoreN. We will put the full statement in the record.

Mr. FieLps. We are concerned that the unemployment compensa-
tion program is being widely abused by employers, employees, and
State and Federal governments. Too many perceive it as a welfare
program. The Congress tg' extending benefits to 65 weeks, provid-
ing supplementary benefits, encouraging easy and excessive bor-
rowing from the Fund, and providing general revenue funds to
finance excessive benefits through the nd, has made the pro-
gram exactly that in the minds of many.

Fraud and abuse are widesgread in the program and have been
exposed time and again by the news media and by investigations
undertaken by State governments. It takes many ingenious forms
such as misrepresentation of the facts in filing claims; filing claims
in more than one jurisdiction; receiving benefits while gainfully
employed or receiving a retirement income; liberal interpretations
of which jobs a claimant should be allowed to refuse and still
collect benefits; and many others.

Some employers who have normal layoff periods of 2 or 3 months
each year take advantage of the program, calculating that payment
of the maximum tax in a particular State is less expensive than
em&lo i peoile on a year-round basis. : :

e believe the oriﬁinal concepts of the Act-of 1935 are as sound
today as they were then. We oppose federalization of this program.
We favor leaving it to the States to decide eligibility, amount and
duration of benefits and other such fundamental policy questions.
We oppose any legislation at the national level to mandate a cost-
share program among the States or to set any Federal minimums
for eligibi t&’ and benefits. The experience rating system should be
left intact. We believe this committee and the Congress as a whole
should act with great restraint in imposing reforms on the States.

Senator BoreN. What then is the appropriate Federal role? Just
providing part of the money? ) '

Mr. FieLps. Well, I think there is a proper role in maybe advising
the States or maybe providing some of the incentives that the
Co does not now provide or the reverse so that the States
will have some incentive to carry out reforms. .

Senator BoreN. How could you do that?

Mr. FigLps. Well, I am going to come to that.

Senator BoreN. Excuse me, go ahead.

Mr. Fooups. At the same time, the Congress must take resolute
steps to bring the program under control 8o as to reduce its exces-
sive burden on employment. The recent report of the General
Accounting Office makes it clear that unemployment benefits in
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many States are so liberal that ents represent about 64 per-
cent of a recipient’s net income while employed.

GAO recommends that the Congress consider taxing unemploy-
ment benefits under the Federal income tax as a means of increas-
ing the incentive to work rather than to collect unemployment
benefits. This recommendation deserves serious consideration. -

We believe this committee should concentrate on reversing previ-
ous actions that have: One, made it too edsy for the States to
borrow from the Fund without interest; two, provided for the
waiver of penalties for late repayment; three, liberalized the trig-
ger for extended and sufplementary benefits; and four, led.to the
use of several billion dollars from general revenue to replenish the
bankrupt Fund. All of these actions, while adopted with the best of
motives, have led to a debasement of the program. .

The financial solvency of this program must be restored and
costs brought into line by reforms at the State level. Oklahoma and
other: States have demonstrated that commonsense reforms and a
tighter administration of the program can greatly reduce fraud and
abuse, reduce costs to employers, and at the same time, improve
benefits to those workers who are truly in need of assistance.

There is little incentive for the States to undertake these reforms
unless the Con, makes it clear that the day of easy aé¢cess to
thil ‘Fund and liberal subsidization from general revenue is at an -
end.

We had hoped that the Natiohal Commission on Unemployment
Compensation would conduct an unbiased and thorough'stutzy‘of
this program and recommend to the States specific ways to reform
the program, reduce fraud and abuse, and reduce costs. Judging
from the Ereliminary report of the Commission, however, the ma-
jority of the Commission seems to be more interested in federaliz-
ing the program and in liberalizing benefits. _ '

f the Commission members do not yet clearly perceive that one
of their mandates from the Congress is to recommend ways of
reducing fraud and abuse and the cost of the program, this commit-
tee should find a way to get that message to them.

We doubt, however, that we can afford to await the final report
of the Commission. As we have s:ﬁested, there is some backtrack-
ing the Congress itself can undertake that would get the attention
offthe States and cause them to become much more interésted in
reform.

We were hopeful the Commission would give careful and fair
consideration to some problems which the agricultural community
has faced since being brought under the program. We refer to the
matter of employers beinf taxed under the program for seasonal
workers, jcularly full-time. students,  who never qualify for
benefits; the fact that family-farm corporations are forced to pay
the tax on the owners of the farm who are technically employees of
the corporation but who never qualify for benefits; and the limited-
period ?xer&)ti(}? for temporary foreign workers who also never
qualify for benefits : o

We would leave it to the States to decide these issues on their
merits. They cannot exercise this judgment if Federal law requires
the taxation of wages paid to such persons. o o "o
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We commend this committee for the attention it is giving to
reform of the unemployment ¢compensation program and the em-
ﬁgasis on finding ways of reducing costs to employers. As we all

ow, those costs are really borne by the consumers and this
means that we all have a stake in the operation of this program.

We appreciate the opportunity to present Farm Bureau’s views.

Senator BoreN. Thank you very much. I appreciate your testimo-
ny. I think you have tied in your testimony well to some of the
other suggestions, the charging of ‘interest and other things that
miight provide leverage to the States.. .

also agree with you in.your comments about the Commission
and when Mr. Cowen and representatives of the Commission ap-
peared here earlier I think the point was-forcefully made to them
that we expected them.to look at balanced recommendations. Re-
forms, as I said to them then, are not things that cost more money.

I think the average citizen doesn’t feel that way about it. I know I
don’t feel that way about it. We think of a reform as going to make
something more efficient and save money. And we expect them to
“change directions somewhat and change the course somewhat in
the work of the Commission. :

And I think that has been very forcefully brought.-home to them
not only by myself but bi;aother members of the full committee.

I_would urge if you do have other suggestions and c[ymx think of
other suggestions to ways in which we could provide additio:
leverage and encouragement to the States, you let me. and the
committee know about these suggestions. : : )

Mr. FigLDs. As you know, we are fairly new in this lprogmm We
were brought into it a couple of years ago. So we are learning. But
I can assure you that we are going to be even more aggressive in

. the future in our interest in recommendations on this program,

_because it is becoming a major cost of operation on our farms.

_ Senator BoreN. I gﬁpreciaw your testimony. I do understand

again the, philosophical feelings and I share this feeling to some
degree, this wanting to leave it at the State and local level to solve
the problem, this realizing that Federal intervention historically,
at least in the last 15 or 20 years has been as much in the wrong
direction, perhaps more in the wrong direction than in the right
direction, which further enhances our feeling we don’t want to see
interference with the local decisionmaking and yet the need to get.
on to the business of bringing the system under control some way
in terms of total cost. ;

N{‘,‘l.l FieLps. We have got to get the States’ attention some way or
another. ' :

Senator BoreN. We are going to have to. If we can find a wag to
- do that without unposuﬁ irect controls, why I think that would be

a happy solution for all'of us but we need to really turn our
attention to that.- - :
- Thank you very much. -~ = - - ‘

‘I appreciate the testimony given by all of those who have ap-
peared today. I am sorry that the other two members of the com-
mittee were not able to be with us. I know one was in another’
committee meeting but was going to try to be here.” But I can
assure you they both have deep interest in it as do members of the
full committee. And the testimony that has been given here today



97

will be read and considered by members of the full committee I can
assure you, because we are great attention now. to trying to
find ways to reduce the cost of this program and to head it in the
ht direction for the future.
there are others present as I said in the beginninf. we would
like to submit written testimony to us in the next few days, it
would be most welcome if you do so. We would solicit that testimo-

ny. .

If there are no other witnesses today, the hearing will stand in
recess.

[The prepared statement of Mr. Fields follows:]



STATEMENT OF THE AMZRICAN FARK BUREAU FFOERATION
TC THE SUBOOHHITTB! ON UNEMPLOYMENT A¥D RELATED PRCOBLEMS
OF THEZ SENATE COMMITTEE ON FINANCE
RE WAYS TO REDUCE THE COST OF 'NEMPLOYMEMXT COMPENSATION

Presented by
C.H. Fields, -Assistanl Director. -National Affairs

October 1, -1979
Farm Burean is a voluntary.-nonnovernmenicl oraaul:atibn.of -
more than 3 million families in 49 states and Puerto Rico. -representing
farmers and ranchers vho produce every agricultural commcdity produced
on a cormercial basis in the United States.

Unemployment taxation and ‘compensation is a relatively nevw
concern of farmers and ranchers. -who pay more that 47 bdillior an-
nually in cash wages. We believe that only adout one-third of all
farmers and ranchers hire anyone other thas menters of their families.
Until January 1478, -only a small numler of agricultural emplovers
provided unempleyment protection to their employees on a volnntary
basis. We estimate that the Act as rov written covers atout one-
half of the hired workers on farms wvhich are employed by 15 to 20
percent of all farmers and ranchers. Thus.-the unemploymeat com-
pensation program is a matter .of economic interest to about one- R
fifth of all farmers and ranchers and of considerable general inter-
est to all of them as responsible citizens and taxpavers.

¥e are concerned that the unemployment compensatior program
i1s being widely abused by emoloyers. -employees. -and state and federal
poveraments. Too many perceive .it as a welfare program. The
Congress, by extending benefits to €5 weeks -providing supplementary
benefits, encouraping easy and excessive borrowirg from the Fund. -
and providing general reverue funds %o finance excessive benefits
through the Fund, has made the program exactly that in the minds
of many.

Fraud and abuse are widespread in the pro;ram and have bYeen
exposed time and agiatn by the news media and by investigations '
undertaken by state goverrments. It takes many ingenions forms -such
as misrepresentaticn of the-facts in filing claims; filting claims in
more than one Jjurisdiction: recelving benefits while painfully :
employed or recelving a retirement income; liberal interpretatiens

of which jobs a claimant should be allowel to refuse ari stiil
‘collect benefits; and many others., Some emplovers vho have normal
layoff periods of two or three months each vear take advantege of
the prosram,-calculating that pavment of the maximum tar in a-
particular state is less expensive than employirg peovle ‘year-round.

We belleve the oripinal concepts of the Act of 1935 are as
sound today as they were then. We oppose federalization of this
program. Ve favor leavin: it to the states to decide eligibjlity, -
amount and duratior of bdbenefits, -and other such fundamental policv
questions. We oppesc any lesislation at the rationsl level to
mandate a cost-share program amonp; the states -or to set any federal
mipimums for eligibility and denefits. The experience rating system
should be left intact. VWe believe this Committee and the Corgress
as a vhole shculd act with pgreat reslralnt i imvosine reforms
on the states.
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At the same time, -the Copgress must take reésolute steps to
.bring. the program under coatrol 50 a5 to reduce its excessive durden
on employment. The recent revort of the GCereral Accounting Office
makes it clear that unemployment benefits io mapy states are so -
1iberal that payments represent about 64 peércent of a-recipient’s
net income vhile employed. About 25 perceat of recipnients re;loce
75 vereent of their employment incomes with uncroloyment benefits.-
shile seven percent actually are better off with unenbloynent benefits
than wvhen receiving wages on the job.

GAJ rccommends that the Congress consider taxing unenplcynent
benefits under the federal income tax as.a means of increasing the
incentive to vork rather than to collect uremploymént bhenefits. This
recommendation deserves serious cons ideration.

However, -ve disagree with 3A0°s recnmmendations that the .
Congress mandate the reduction of unemployment compensation by the -
amount of 3 claimant’s retirement inrome and establish a uniform
methodology for determining compensation.

Instead, -we believe this Committee shovld concentrate on reversing
previous actions that have (1) made it too easy for the states to
borrov from the Fund without interest; (2) provided for the vaiver of
penalties for late repayment; (3) liveralizeq the trigrer for exterded
and supplementary bdenefits; and (4) led to the use of several billion
dollars from general recvenue to replenish the bankrupt Fund. A1l of
these actions. while adopted with the best of wotives. -have led to
a dgtasement of the program.

The financial solvency of this program must be restered -and
cests brought into line by reforms at the state level. Oklahoma and
other states have demonstrated that commonsense reforms and a
tighter administration of the pregram can greatly reduce frauvd
and abuse.-reduce cos5ts tc employers. and at the same time, -improve
benefits to those workers who are truly in need of assistance.

There is little incentive for the states to undertake these
reforms unless the Congress makes it clear that the day of easy
access to the Fupnd and lireral subsidization from general reverue
is at an end.

Ye had hoped that the National Commission on Unempleyment
Compensation would conduct an unbdiased and thorough study of this
progranm and recommend to the states specific wavs to reform the
program. -reduce fraud and abnse, and reduce costs. Judeing from
the preliminary report of the Commission.-hovever, the majority of
. the Commission seems to be more interested in federalizing the program

and in liberalizing benefits.

1f the Commission members do not yet clearly perceive that’
one of their mandates from the Cerpress 1s to recommend vays of
reducing fraud and abuse and the rost of the vrogram, -this Ccamittee
should find a way to get that message tn them. .

v¥e doub!. hovever, that we can afford to avait the final
report of the Commission. As we have supsested -there §s some
bvacktracking the Congress itself can undertake that would get the
attention of the states and cause them to become much more interested
in reform.
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We vere also hopefuyl the Commissfon would pive careful and
fair constderation to Some prodlems xhich thé apricultural -cosmunjity
has faced since deiny drought under the proprasm. We refer to the
matter of employers being taxed unler the yrogram for seasonal
verkers, -particéularly fi '1-time studeots. who never qualify for
benefits) the fact that family~farm corporations are forced to
pay the tax on the owners of the farm who are technically emvblovess
of the corporation dut whc acver qualify for bdenefits! and the
1imited-period exeamption for tenporary foreign vorkers.-who alse
never qualify for venefits. We would leave it to the stetes to
decide these issues on their merits. They cannot ‘exercise this
Judgment if federal 14w requires the taxaticn of waaes vaid -
to such persons. *

We commerd this Committee for the attention it s giving to
reform of the unemployment compensation program and the emphasis op
finding vays of reducing costs tb employers. As we all knov -those.
costs are really borne by consumners.-and this means that ve all have
a stake in the operation of this propram.

We appreciate the opportunity to present’ Farm Bureau’s vievs.
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ereupon, at 3:36 p.m. the hearh;ﬁ was adioum“nl] "
cations were

y direction of the owing oomm
made a part of the hoaring record
X L .
x ¥ National Governors’ Assoclation Ot 8. Bows, M.
4*,* ) Govemor of Indlana
et

- Septesber 28, 1979

The Bonorable David L. Boren, Chairman

Subcommittes on Unesployment and
Related Problems

Committeée on Finance

United States Senate

Washington, D.C. 20510

Dear Mr. Chairman:

On behalf of the National Governors' Association, I wish to
register serious concemn regarding a series of proposed unemploy-
ment insurance cost-saving seasures being considexed by your
Subcommittes., While seversal of the proposals included in your
Septesbder 19 press release have surit, I am extremely disturbed by
the prospect of sudden federal intervention in areas of the Ul
ptogtn that have traditionally been subject to state jurisdiction.

NGA supports the efforts of the President and the Congress to
control fedsral expenditures and to work toward a balanced federal .
budget. It would be insppropriate, however, for Congress to under-
take sweeping changes in the stéte-federal unemployment insurance
systen based solely on federal budget considerations.

If enacted, several of the propossls being considered by your
Subcommittes would fundamentally slter the state-federal partnership
in the UI program by setting federal standards for benefit aligibilicy. .
and disqualification provisions of state UI laws. In view of the
profound effects these propossls would have on state lavs and state
UI programs, I believe Congress would be ill-advised to act
precipitously on these changes.

I am sware that the Senate Finance Committes faces the immediate

.challenge of reducing costs to meet the ceilings of the fiscal 1980

budget resolution, However, msny of the UL proposals being considered

- would require state legislative action, vhich cannot reasonadbly de

expected in time to effect FY 1980 cost savings. Since the National
Comission on Unemployment Compensation has already committed itself
to a thorough review of-the propossls developed by the Senate Finance . -
Committee staff, I strongly encourage your Subcommittes to defer
legislative consideration of those measures affecting state UI laws
until the National Comaission has completed its study and
deliberstions. .
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I regret that time constraints do not periiit ms to presesnt
formal testimony at your October 1 Subcommittes hearing, Bowever,
1 am forwvayding an NGA steff anslysis of the Ul cost-saving .
proposals for your review and consideration. 1 look forward to
\;otkuc with you and other members of your Subcommittee in the

uture. . AN s,

Sincarely,
% Jzoph Garrahy, Chat
mittee on Buman Resources
ces Bon, cuibom Pell
Bon. John Chafee R ) ’ o
Members of the Senate FPinance Committes - o

Enclosure
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NGA STAFP AMALYSIS AND COMMENTARY
REGARDING SEMATE FINANCE SUDCOMMITTES
PROPOSALS POR REDUCING COSTS IN THE

UNEMPLOTMENT INSURANCE PROGRAN

“Introductiont ) L
On August 6, 1979, Semator David L, Boren, Chairman of the Senate

Pinance Mt:qc on Unesployment and Related Problems, published s
searies of proposals for reducing costs in the federal-state un‘nplm
insurance program. " At the Septesber 5 Subcommittee hearing on mmtou
"of the National Commission on Unesployment c;-ponuuon, Sesator Boren
requested that the c«:—tuion reviev the coot-nv!.n; propouh as part

of its oversll review of the UL systew. Commission Chairman Wilbur J.
Cohen responded affirmatively to Senator Boren's request, and on
&péﬂbu ‘6 published the proposals in the Federal Register, requesting
‘public comments by October 1, 1979. On scptubtr 19, Senstor Boren
announced & Subeo-!.tt« hdu-i.a; on the ptopouh to be held on October 1,

n

1979,

The curreat examination of UL cost reductions :ls~ Sqin; unﬁoruhn‘.
in large measure, as part oth brosder efforts within the Congress t-o
. reduce m&:‘umu»h the Fiscal. Year 1§M budget. Since state UI trust
funds are deposited in the federal trassury end contained 1n the watffed
federal budget, increases in state UI revenuss‘(from employer payroll
taxes) or reductions ih benefits pasd .to .uquployod workers under state
lavs contrﬂbﬁtc diuctly to a veduced fodqral budget deficit. Bowever, ’
the ability of Congress to legisglate immediate cost savings in state UI. -

programs is limited by the fact that state legislative action is required
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to isplement changes in benefit levels, claiment eligidility requiremests,
esployer contribution rates, claimsnt disqualification provisions, and o
broad range of other UI provisions which determine overall program costs.

Dus to the relatively short time between the publication of the Senate
Finance Committee cﬁt-nvm proposals and the anpouncement of Biarings,
neicher the NGA Cosmittes on Human Resources mor its Subcommittes on
Esployment and Training has bad an opportunity to formally review these
proposals and respond to Senator Boren snd the National Commission, Tha'
asalysis and comments preseated below were praparéd by MOA staff end vill
be revieved by the MGA Subcommittes on Zwployment and Training at its

e i - s r

next seeting.

Analyeis and Commentary: .
. The format vhich follows presents & summary of each eoct-mnu
proposal developed by the staff of the Senate Finance Cc.;ttu (under-
’ 1ined), followed by NGA staff cosments in response to the ptopood.. The
. full text of the proposals sppesrs in Semate Finance Committee Print 96-26

(ad fa the Septesber 6, 1979 Pederal ugutor (Vol. &4, Mo. 174, pp. 52053-35).°

a.\

1. disqualification for duration of unesploywsnt f
voluntary quits, disc! £ conduct, and yefu of ‘
udtable work. (es - billion).
- L
: Benefit disqualifications have traditionally been determined

1in sccordance with state UI lawe. At the preseit time, &1
states dlquaufy individuals vho voluntarily lesve their
qloyunt from rccoivinz benefits for the duration of tbcix
uneasployment (most states require re-employment for a



105

specified period of time in order for the individual to re-
qualify). Sows 29 states disqualify claimants for the
duration of their unemployment vhen the separation was due

to misconduct, and 25 states have & "dutnt;m of unempléyment"™
disqualification for claimants refusing en offer of suitable

work,

All states provide pehsities of one typ‘ or another for
voluntary quits, refusal of suitable work, and employes mis-
conduct, Those states vhich do mot diqualify the individual
for the duration of uuiployunt postpone benefits or

reduce benefits (or both--that is, disqualify the claimant for
s specified period of time and reduce the total bensfit amount
the claimant can receive). But the legal definitions of what
constitutes a "voluntary quit", tltncw;o for misconduct, and
"suitable work" vary from state to stats, and have been

subject to extsausive interpretation by state courts.

NGA's current policy position recognizes the need for states

to have flexibility in setting benefit and eligibility
stenderds for UL that sre responsive to local lsboer merket
conditions and pr‘nn'fu values snd norms withis esch state.
It should be moted that federal lsv currently prohibits stetes
from totally disqualifying clsiments in these categories -
(hence many states bave adopted re-esployment requirements).
The imposition of mapdatory federal requiremests in the dis-
qualification srea would substantislly limit state flexibi}ity
to balance disqualification provisions against other beamefit
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provisions (veskly benefit amounts, eligibility provisions,
benefit durations, etc.) within the overall framework of the

state’s UI lav.

Realization of cost savings from this proposal requires state

legislative action.

Require that states not psy benefits bayond 13 wesks to ap
individual refusing any reasonsble {ob offer (estimated annual
savings - $0.2 billiom).

As defined by the Senate Finance Committee staff a ressonable
job offer means, "any job which meets minimm standards of
acceptability (such as basic health and safety standavds,
compliance vith the Federal minimum wage, and acceptabdility
under existing Federal standards).” State disqualification
provisions currently apply to individuals refusing any offer
of suitable work, vhich is generally-defined to take sccouat
c;f the worker's skills, grninin;. previous experience, and
earnings, Nearly all states provide for a gradual tightening
of vork requiresents (either legislatively or administratively)
as the duutml of» upuploymt m;ctlcuu. : I

.-

‘An underlying objective of unemployment insuravce has been to

presexrve the occup:uoul_ skills of workers during temporary
periods of unemploymest. Requiring'a skilled wétker to -éc‘cpt
& minimum wags job after 13 weeks of unemployment would -

“substantially change this underlying philosophy. In addition,-
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the ressonsbleness of this proposed requiremeat depends
groatly on the condition of the local labor merket, specific
industry sectors, and the nationsl economy.

Again, the definition of what coustitutes “suitable work" and
the establishment of work test requirements for UI recipients
has traditionally been subject to state jurisdiction. Stats
legislative changes would be required to effect cost savings

from this proposal, -

re that States not benefits t of pred le
layoffs from s 1o t (estimated aon -
00 _estimate & ). '

At the present tims, coly a fev states have sessonsl exclusions
for categories of workers other than those for which

benefit denials were mandated by federal lav ia 1976

(S.e., 'c'otutn lchool‘.wloyou snd profassiocaal sthletes).
Difficulties in defining sessonal employment in such

8 wvay as to avoid inequities among similar clegses of

ciployu- have led -ny“outu to repeal seasonal exclusions.
Bocau.at of the experience-rating of esployer Ul taxes, sessonsal’
employers generslly psy higher UI taxes thas non-seasoual
(year~-round) employers. Some have srgued that the availability
of UI during the off-season is reflected in reduced wags costs
for seasonal employers, relative to vhat they would otherwise

pay.
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In the past, federal legislation has moved state progr&'- in
the direction of expanding UI coversge of vorkers and employers.
This proposal moves in tiu opposite direction and would 1lisit
state flexibility to tailor bepefit eligibility provisions to
tbeir particulsr employment mix. Tho effects on workers would
differ considerably from state to state, depending greatly on
differences in climate (e.g., the severity of winters, etc.).

Require all Ststes to establish a l-week waiting period
(estimated annusl savings-—$0.1 billion).

At the present time, 12 states have no "waiting week" require-
ment for individuals vho are unemployed through no fault of
their own. Nine states provide for an initial vaiting week,

but provide retroactive bmcuto. for that week after a specified
period of time. There is no efu: evidence that the exutmc
or non-existence of a waiting week requirement has s eignificent
influence on employee incentives to return to work. The concept
of a wvaiting week was designed originslly to meet the admini-
strative time requirements for the processing of claims. With
advent of computers, s number of states bave eliminated waiting

week Yequirements.

Changes in state lsws would be required to implement this

proposal,

Provide increased us_auncc to States in control of error and

fraud (estimated annual savings -~ $0.1 billion).
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Currently available national statistics on error and fraud in

the Ul system reflect an error rate in benefit paysents of less
than one percent and s “fraud" rate amounting to sbout 0.5 percent,.
Considering state sgencies processed more than 19 million new
clsims and paid benefits totalling more than $9 ‘billion last year,
these error and fraud rates sre remarksbly low. The Committee
staff proposal to penalize states that exceed certain minimm
error rates by witholding federsl administrative funds hardly
seens warranted, given these statistics. However, the \propoul

to assist states in establishing ccqa(uri.ud bcncﬂ.t. payment
control systems deserves ;crim consideration as & wey of
further reducing fraud and error in the payment of benefits. In
-ndditlm, experiments with increased statff devoted to benefit
payseat control in selected jurisdictious have dcﬁautued a
substantial return in dollars saved ralative to the incresse in
dollars spent for administration of this function. The cost-
effectiveness of increasing staff resources for benefit payment
control should therefore be considered in any efforts to further
reduce error and fraud in the UL system. State legislative sction
would not be required to implemsent this recommendation.

6. Elimisate the national trigger for the extegded bensfit progrsm
(estimated annusl ssvings - no cost savings at 7 percest
pational unemployment rate; $1.3 billion ssvings st 8.6 percest

.

total unemployment rate).

Under present law, extended benefits (generally, benafits from
the 27th through the 39th week of insured m@lom;) are
"triggered on" in a state based op either the state insured

v

53-2470 - 79 - 8
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uoemployment rate or the national insured unemsployment rate
(measured for a floating 13-week average). The national trigger
is currently tiad to a national avarage rate of insured unesploy-
ment of 4.5 percent, and wes designed to exténd besefit durations
in all states during periods of high national unemployment
(typically, during ntin;al. recessions), The sargument for
eliminating the national trigger is that some states do not
experience unusually high levels of unemployment, even when
insured unemployment for the nation as a vhole exceeds the 4.5
percent threshold. From an economic standpoint, dt-m:ién of
the national trigger for ;xtondod benefits would dhinhh the .
counter-cyclical effects of the EB program on the national
economy. It also fails to address the problem of serious
pockets of unemployment in specific localities or industries
wvithin states that do not experience mnnsily high aggregate
rates of insured unemployment during pationsl recessiocns.

A number of questions have been raised with regard to the
responsiveness of the current trigger mechanisms for the
extended benefits progras, and the National Commission on
Unemployment Compensation is u;rcntly exanxining the triggers

to identify possible improvaments.

Because of dtf!oua@u in ihc way state Ul laswvs are writtea,
some states would be required to adopt legislative changes to
implement this proposal, vhile others simply rcfornéc federal
law (and would not raquire amendments).
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7. Permit $tstes to esteblish optjonsl extended benef{t trigger -

at higher insured unemployment levéls (estimated ansual-

sa s - up to $0.4 dbillion & ing on economi¢ conditions

over a period of years).

In general, NGA supports the need for state nudbutti ia
determining benefit“duratiens.’ Howevsr, the implications of
optionsl state triggers fof federal sharing of exténded benefit _
costs need to bé carefully. explored,_ as do.equity tonudéutm
-for-workers and employers ‘in the various states, This proposal
desarves further consideration by the Mational Comsission and

others.

Cost savings from this proposal would depend on state legis-
. - o
lative action,

Provide incentives for Federsl agencies to contest ggg' per
benefit claims (estimated annual savings -~ less than $0.05

billion).

A. number of state esployment ’uwrtty qmiu' have aig-:lcnud
difficulties in obtaining information and responses from
federdl agencies in processing ‘DI clains for federal employees.
Requiring federal agencies to éocn-m: heir UI costs as part
of the annugl budget process is a suggestion vhich merits
consideration as an "incentive mechanisa” for responsibls
federsl mansgement of unemploymsent compensation for fodtrd.
employees. This proposal does not involve the need for changes
in state laws.
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fie t xe on (estima -

ﬂ.l b‘nmz .

NGA has previously registered concern regarding thé pi't;muatm
of special worker sssistance p':ogz:u- aod hu wsio;ud the need
for the Nationsl Commission on Unemployment Compensation and

the Maticosl Commission on Esployment Policy to study the
feasibility of consolidating a pumber of these programs (trade

qutme assistance, c.uzong redyoods, airline deregulatiom, .

ete.). In part, tbu,up‘u:hl programs have developed in
response to the perceived Moquc:y of regular state UL
programs to sddress the ::,n!.qua ‘unemployment problems of parti-
cular categories of displaced workers. NGA suggests the
need for s thorough review of these programs vith & view .

toward consolidation,

State legislation is not required to implement this proposal.

Require States to pay interest on funds borrowsd from Federal
accounts (estimated annual savings - go.k billion),

ncf strongly supports implementation of & reinsursace progras
that will reisburse states for s portion of excess benefit
costs incurred during periods of high national unemployment.
While MGA dods not have a formsl policy position which speaks
to an interest requirement, the NGA Working Group on Unemploy-
ment Insurance has recommended an interest requiremsnt for

-
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future loans be considered cnly in the context of s nationsl
reinsurance program., Interest requirements for loans to state
trust funds have been posed ss =n alternative to msndatory
federsl standards for state fund solvency provisions, -'n(u
an incentive for sdequate state finsncing of normel (non=

recession) benefit costs.

Since intersst on loans would pmuublf be pud from au:& ‘
trust funds, which are curuh:li cpm of the federal bot;pt.
1¢ s dfff1cult to sea hov this propossl wuld resslt dn
projectgd cost savings. '

11, Provide for reduction of benefits when tiuo unemployed
. individusl is receiving a pension based on yecent employpent
" (estimsted gunusl savings - $0.3 billfon, ss compared with

*'repesl of current pension:-offset requirement),

Curreat federal lawv adopted in 1976 requires & dollar-for-
dollar ottu@ of unesployment benefits for any pension income
concurrently paysble to the individual. This requirement has
resulted in vj.dcly recognized inequities, and has created .
serious problems in terms of state lawvs. As noted by the Senate -
H'n;\;c Committes staff in the text of this proposal, the
Kational Commission on uu-piomc cm.:m has racommended
repaal of the federal pension offset :.quixuqt (thereby
permitting state lavs t‘:o govern the treatment of peansion fncome
for purposes of unemployment insurance). As an alternative,

the Senate Finance Committee staff proposal would modify the B
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current federal requirement by limiting the reduction to
peasions based in whole or part on employment within the two
years preceding the date of unemployment. This proposal would
" address the most serious objections to the current requirement,
lmt_ would perpetuate s federal pension offset standard for
state UI laws. Since a nusber of states have sdopted the
total offset requiresent mandated by the 1976 Ameodments, state
‘legislative changes would be required to implement the two

.

year limdte,
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STATE OF MICHIGAN

8

WILLIAM G. MILLIKEN, Geverner

h DEPARTMENT OF LABOR
309 N. WASHINGTON, BOX 30015, LANSING, MICKIGAN 48909
C. PATRICK BABCOCK, Dicacter

September 27, 1979

The Honorable David L. Boren, Chairman

Subcommittee on Unemployment Insurance
and Related Problems

440 Russell Office Building

Washington, D.C. 20510

Dear Senator Boren:

I am writing for the purpose of submitting comments on the "Proposals

for Reducing Costs and Improving the.Budgetary Status of the Unemployment
Program" being considered by your subcommittee. " It is my understanding
that these proposals are being considered at this time in an effort to
determine if their implementation would produce cost savings which would
help to balance the federal budget in fiscal year 1980.

The attached comments are presented in two parts. The first part
consists of general comments on the advisability of considering these
options at this time. The second part consists of specific comments on
the merits, or lack thereof, of the individual proposals, )

Because of the extremely short notice provided, these comments constitute:
our initial reactions to the proposals. Many of the pppposals have
tremendous implications for the federal-state unemployment insurance
system. Extensive analysis will be required to fully assess their
werits.

Thank you for the opportunity to provide input into these important .
deliberations,

VA AW o

¢. Patrick Babcock
Director

" attachment



116

Comments by
C. PATRICK BABCOCK, DIRECTOR
MICHIGAN DEPARTMENT OF LABOR

PROPOSALS FOR REDUCING COSTS AND INPROVING
THE BUDGETARY STATUS OF THE
UNEMPLOYMENT PROGRAM"

Submitted to the

SUBCOMMITTEE ON UNEMPLOYMENT INSURANCE
AND RELATED PROBLEUS

e

October 1, 1979
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Introduction ,

The Senate Finance $ubcoﬁaittn on Unenployment Conponutlon. and Related
Problems is considering a number of proposals designed to reduce the
costs of the federal-state unemployment insurance program. 'The
{rmediate purpose for cons{deration of these proposals is to determine
if their implementation would produce cost savings which would help -

to balance the federal budget in fiscal year 1980. The following
comments constitute the initial reactions of the Michigan Department

of ubor. to these proposals. A complete assessment of the merits

_ of the proposals wiu: rcqu!.;:o additional analysis.

General Comments

The consideration of these proposals at this time is lﬂappmpriitc

for several reasons:

1) It is not wise to act precipitously en provisions which

would have such & Lgrgo iapact on the unemployment insurance
cys.ton.- Implementation of many of these proposals would
fundamentally change the character of the fed¥val-state
‘unemployment insurance relationship. - Despite this, interested
parties were given little more than & week to prepare comsents-
for the subcommittee's consideration. In addition, the Natfonal
Cosmission on Unemployment Compensation has sgreed ..to include
a review of these propos;lls in its uor)f plan. It would be

more appropriate to delay congressional consideration until

Mot
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the recommendations of the National Comaissioh have been .
developed, and until interested parties have had the

opportunity to fully analyze the propouu.

It is inappropriate to manipulate .the balance of a self-
contained trust fund in order to balance the federal
budget. Increases or decreases in the baiance of the
federal unenployment insurance trust fund have no bearing
on the amount of general revenus funds available ‘to the
federal government to effect its varioua purpeses. .While
the inclusion of this balance in the calculation o-f the
overall federal deficit may or may not make sense from

an accounting perspective, it is entirely irrational from
a programmatic perspective. It fosters the unfortunate illusion
that by reducing state unemployment benefit costs, more
money can somehow pe made available for other federal
programs. In reality, cost savings in state um,pl.oyuent
programs do nothing but fmprove the fiscal status of the
unemployment insurance trust fund. morbavo;x::‘o effect
on the real availability of money for other federal -

prograns.
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This is not to say that ways to reduce the costs of unemployment
insurance should not be thoroughly explored. Public policy
makers have a clear responsibility to examfne ways in which -
the objectives of the unemployoent insurance system can be
achieved at the least possible cost. However, these efforts
should not be confused with efforts to reduce the federal
deficit.

The implementation of these proposals would constitute the
imposition of federal benefit and eligibility stl;ndards on

state programs. Not all the proposals fall into this category,
but many of them do. The imposition of sucvhfstandards would .
signal a major change in the l?uance of f;d;ral and state
responsibilities, and should be looked at in this larger context,
npot just in the narrow context of attempting to reduce state
benefit costs. In-this larger context, it would be inconsistent

to maintain that it is proper for the federal government to

impose standards.in the areas of disqualifications, suitable

work, and the waiting period, without also accopting‘ the role of
the federal government in setting standards h;\;the area of

benefit adequacy , benefit duration, qualifying requir-ement':, etc,
In other words, instead of consldiring a few select standards in
isolation, it would be more appropriate to consider the entire
issue of federal eligibility and benefit standards, and to address

the entire range of postiblc'standards. In this context, the N

BEST COPY AVAILABLE
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subcommittee should consider separate consideration. of those
proposals which do and do not constitute federal benefit and
eligibility standards. This would allow for serious discussion
of the nex;lts of those pioposals which do not constitute
federal benefit and eligibility standards, without M'Qulng
embroiled in the controversy ov?r the appropriateness or
inappropriateness of federal standards. - ‘

Comments on Specific Proposals

Proposal 1: Require disqualification for the duration of unemployment

for voluntary quits, ;llscharge for misconduct, and refusal

of suitable work.

Comments

Consideration of this proposal is inappropriate for two reasons.

First, as stated in the general comments, the issue of federal benefit
and eligibility standards should be dealt with in a comprehensive manner,
to allow for a full understanding of the implications of such a change,

and consideration of the entire range of possible standards,

Second, this proposal focuses exclusively on the cost-’s.:aving aspect of
disqualifications, and ignores a wide variety of other important
considerations. For 1nstanccr, it does not address the questionof what
constitutes a volmtm quit, refusal of suitable work, or misconduct. It
would be inconsistent to mandate a uniform length of disqualification

without also mandating uniform definitions of disqualifying acts.

BEST COPY AVAILABLE
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Proposal 2: Require that states not pay benafits beyond 13 weeks to an

individual refusing any reasonable job offer.

Comnents )

The general concern being addressed by this propésal is a legitimate

one - i.e. the need to encouraging more aggressive work search activities
and a lowering of job expectations as the duration of unemployment
lcng';hens. The method of addressing ‘the issue suggésted by the

proposal is totally unacceptable, however,

This proposal, like t)io first proposal, constitutes the imposition of
an arbitrary federal s‘tandarél in an ‘area of decision-makipg that has‘
traditionally been left to individual states. Hence, it should

only be considered in the overall context of applying fe‘derai standards

to all aspects of el!giblllty.détemimilon and benefit levels.

'ThS;s proposal enphssizes the need for éost savlngs'to the exclusion of all
other considerations. Forcing unemployed individuals to either accept
minimum wage jobs or fact a loss of benefits after 13 weeks of unemploy-
ment, would be tantamount to 1limiting the duration of &enefin to 13 -
weeks. Not even the most cénsewatlvo critics of unem;'lquent insurance
have ever publicly advocated a 50 percent reduction in the standard

duration of regular benefits. The reference to more stringent tests of
labor force attachment in the Emergency Unemployment (.ionpcnsation Act

of 1974 1‘5 irrelevant, since those tests were imposed after 39,as opposed

to 13, weeks of unemployment.

BEST COPY AVAILABLE
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The precise methods for defining suitable work have been subject in each
state to extensive judicial ar_)d administrative interpretation. State
programs currently take into consideration the length of an individual's. °
unenployment when determiningz the suitability of a particular job

offer. However, this deternination is made on a-caso by case basis.

A large number of factors are taken into consideration, including the
degree of risk to the worker, the physical fitness of the worker,

the individual's prior training, experience, and earnings, the condition
of the local labor market, the individual's length of unemployment, and -
the distance of the work from the claimant's residence. This proposal
would eli;nimte thc_ ability of all states to make decisions that

are sensitive to individual conditions, and substitute instud'an
arbitrary and simplistic st;ﬂdard that would make any work suitable i{f

it paid the minimun wage and came after 13 weeks of unemployment.

Fortunately, there are legitimate ways o strengthep theygffectiveness

of the work test that do not involve the arbitrary limitation of benefit
rights inherent in this proposal. These include new ways of managing the
enforcement of the work test between Employment Serv.lf.:e (ES) and

Unemployment Insurance (UI) personnel. The subcommittee i{s reforred to

< = . BEST COPY AVAILABLE
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an April §, 1978 report of the General iccounting Office, entitled "“Unemploy-
ment Insurance - Need to Reluce Unequal Treatment of Claimants and Improve
Benefit Pémnt Controls and Tax Collections”". This report examines a
number of new work test'procedur'cs which i?xcreased the effectiveneés

of the work test. In one project in Oregon, the new pmédure's produced

2 30% decrease in active claims. The subcommittee should investigate

the possibility of effecting similar changes nationally in order to

improve the effectiveness of the work test.

Proposal 3: Require that states not pay benefits on the basis of

predictable layoffs from seasonal employment.

Comments

. 'r}:ere are several reasons for opposing a federally-mandated restriction
on the payment oé benefits to seasonal workers. Principal among these
is the impossibility of satisfactorily determining the labor market
status of claimants solely on the basis of their previous occupation.
This pm;posal would write into law an assumption that anyone laid off
from an industry with significant seasonal fluctuations in employment
is unavailable for, ard not seeking, additional ump.],;_eymnt. This
ass:unptlon is patently untrue in a large number of cas;s. ¥hile the
determination of availability for work is difficult in the case

of seasoual-uork’ers, (especially in one-industry towns), this difficulty
is not sufficient justification for the inequities that would result

from the implementation of this proposal.

BEST COPY AVAILABLE
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Proposal 4: Require all states to establish a one-week waiting period.

Comments
The waiting period was originally instituted for two reasons: firaf,
to reduce the costs of the program in order to provide for longer duration;
and second, to allow time for the processing of claims. The length
of the waiting period has gradually decreased through the history of the
program. Currently, all but 12 states have a waiting period of one
week. Nine of the states with waiting periods provide for rotroa_ctivo
“{ compensation if the spell of unemployment extends beyond a certain

length of time.

Tl;:;aét that a large number of states still have waiting periods
reflects more of an unwillingness to make changes in state laws that
will increase costs, than a conscious policy decision in favor of
a waiting period. The number of states with non-coapo:x'x‘ubh waiting
periods has steadily declined since the initial years of the prograa.
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The subcommittee proposal offers the increased incentive to find work

in the first week of unemployment as a reason for federally requiring

a waiting week. We are not aware of any studies demonstrating that the

waiting week has a significant effect on early job search. The

suggestion that a waiting week will provide an incentive for workers

"to find ways to avoid being laid o;f" is also questionable, and only serves to
perpetuate the unsupportable myth that most unemployment is not

involuntary, but is somehow the "fault" of the laid off worker.

Proposal 5: Provide increased assistance to states in the control of

error and fraud.

Comments

The provision of additional assistance to states for controlling
error and fraud is highly desirable. The restrictions on staff increases
for the UI and ES programs has greatly limited the ability of states

to pursue anti-fraud and error activities.

Proposal 6: Qiminate the national trigger for the extended bgnefits

1,
rogram. b

Comments i
This proposal would have seQeral undesirable consequences. Primary

among them would be the elimination of extended benefjits in pockets of

33-24270-719 -9
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very high unemployment in states that would not trigger on through the

state trigger. National recessions tend to produce extreme levels of
unemployment in particular locations (such as depressed urban centers'),

and in particular industry sectors (such as durable goods). These

areas of high unsmployment frequently occur in states whers the

state-wide insured unemployment rate is not high enough to trigger

on the extended benefits program. This difficulty could potentially

be zddressed, (assuning the availability of reliable data), by using labor
market area unemployaent rates, instead of state-wide unc-ploynon!: rates, to
trigger the program. This would make the program more responsible to {

specitic concentrations of high and extended unemployment.

Proposal 7: Permit states to establish optional extended 'bg.noﬁt

triggers at higher insured uncgglbmnt levels.

Comments

To the extent that the current 5.0% IUR trigger {s optional, it would
seen appropriate to give states the additional flexibility of estabdblishing
this optional trigger at a hizher IUR lavel. However, 'tl.ic pature of the
state trigger must be considered in the context of whether or not

there is a national trigger. The current state triggers were developed
to be used in conjunction with a national trigger. Any consideration

of changes in the national trigger should be accompanied by a thorough
assessnent of the subsequent adequacy of the existing nt;to

triggers.
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Proposal 8: Provide incentives for federal agencies to contest improper

benefit claims.

Cooments )
While this proposal does not directly affect state progxus;,it does
warrant state support. Many large firms follow the practice of
"'inuml experience rating" whereby the burden of the unemployment

tax is distributed among the firm's various units in proportiqn to the
benefit experience of those units. Such a practice serves to make

- individual managers more consciocus of the effect that their actions have
on the firma's overall unemployment costs. Implementation of such a
practice within the federal .govemunt would therefore have some

potential for reducing federal unemployment costs..

Proposal 9: Modify the trade adjustment ;saiatanco progras to provide

the same benefit amount as regular state programs.

Comments

There are a number of special worker assistance programs that have

been developed to provide supplemental benefits for sr.:oclfic

instances of unemployment. These include programs estgblished by the
ﬁ‘a-dt Expansion Act of 1962, the Redwood National Park Act of 1978, and
the Airline Deregulation Act of 1978. Instead of focusing exclusively
on one aspect of one of these programs, it would be more appropriate
for the subcommittee to consider ways of consolidating the wide vapiety
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of special programs in an effort to reduce inconsistencies and {nequities

produced by the current fragmentation of programs.

The higher bsnefit levels provided for in the Trade Adjustment Assis-

tance program reflect the ful resp of a national constituency
to perceived inadequacies-and inequities in state benefit levels.

To the same extent that thare is a lack of rationale for ‘i'M benefits -
being higher than regular state benefits, there is a substantial lack
of rationale for having 52 different benefit standards throughout the
unenployment system. It would be inappropriate, therefore, to recommend
reductions in the amount of TAA benefits without firat examining the

adequacy of state benefit levels.

Proposal 10: Require states to pay interest on funds borrowed from

federal accounts.

Compents

This proposal would be acceptable only if it is tied to a program of
national reinsurance designed to provide reimbursement to states for
some portion of recession-related unemployment insurance costs. The
financing systems of state trust funds, even under thf""be‘st conditions,
are not designed to provide revenues capable of supporting catastrophic ,
levels of unemployment similar to those that occurred in the 1874-1975
recession. ‘A reinsurance program would provide the financial support
needed by especially hard hit states. With this additional support, it
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would be reasonable to require interest paynents from debtor states.
In the absence of this support, however, requiring interest payments
would only serve to further threaten the fiscal integrity of an already

weakened t&stca.

Proposal 11: Provide for the reduction of benefits when an unemployed
individual is receiving a pension based on recent employment,

c;:mont:

The Michigan Department of Labor has supported repeal of' the federal
pension offset provision scheduled to go into effect in April of 1980.
Michigan's own iau provides.for the linited offset of pensions
financed by a chargeable base period employer, and pro-rates the amount
of the pensfon that {s offset, by the amount of employee ;:ontributlon

to the pension.
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NEW YORK, N'Y. 10007

dlietrict councli

October 1, 1979

David Boren, Chair .
U.8. Senate Subcomaittee

for Unemployment and Related Problems
2221 pDirksen Office Building
Washington, D.C. .

Consideration of Proposals
ror change in Unemployment

System

Re:

Dear Senators:

We wish to make it a matter of record that
this Union strongly urges your sub-committee not to
consider the sleven proposals before you concerning
unemployment insurance and trade adjustment assist-
ance at this time. -

As you are no doubt aware, the Mational
Commission on Unemployment Compensation has been mak-
ing an extensive study of the operation of Unemploy-
ment Insurance System on a nationwide basis. They
have heard testimony from numerous parties, this Union
among them, and have received lengthy and thorough
written testimony from many sources.

They will be condidering, based on this vast
sccumulation of knowledge, the very proposals that
are before you, having sought nationwide comment upon
them. Apart from the fact that it is a waste of our
members' money to have this duplication of heariags,
transcripts, and findings, it also may serve to under-
cut the good work of the Commission.

Our members’ resources are not as great as
those of Senators. They cannot afford a duplication
of effort of the kind you are now embarking upon.
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e strongly urge that you await the findiags - .-
of the Commission before emberking upon hearings and .-
deliberations upon the propossls defore you.

Very truly yours,

LR/CH/pm .
opeiu: 153
afl-cio
cc: Julie Dominick
Municipal Labor Comamittee
818 18th Street W.M. -
Suite 750
Washington, D.C.
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- September 28, 1979 v'am-un)u-o’m
SEN. DAVID BOREN -

Hon. David L. Boren, Chairman

Subcommittee on Unemployment
and Related Problems

Committee on Pinance

United States Senate

Washington, D.C. 20510 Washington, 0.C. 20510

Dear Mr. Chairman:

The International Union,” UAW, on behalf of its more
than 1.5 million active members and more than 300,000 retirees
wishes to comment on the Subcommittee's consideration of proposed
changes in the Unemployment Insurance system. We would appreciate
it if this letter would be made a part of the hearing record for
the Subcommittee's October 1 heu'!nq on this issue.

For several years there has been, as the Subcommittee |
is well avare, a growing national debate on the Unemployment
Insurance program. That debate was fusled by the large deficits !
incurred by many states in their U.I. accounts as a result of the
deep recession of 1974-1975. As a result of the growing concern
about these matters, and with attention to both financing mechanisms
and beneﬁt levels, the Congress created a National Commission on

Compensation (NCUC), the life of which has just been
extended. Indeed the Commission is at this very moment preparing
a response to the 11 proposals which are the subject of your hearing.

The UAW feels most strongly that there should be no
legislation fundamentally altering the Unemployment Compensation
system until the final report of the National Commission has been
presented to the Congress. Consistent with that, we believe that

N leqlalativo action on the 11 proposals being considered by the
“Commission would be a setback to the goal of all parties to achieve
fundamental reform. It is impossible to predict the nature of the
reforms that might ultimately be enacted, but it is clear that a
piecemeal response will diminish the likelihood or effectiveness
of the final product.

© BESTCOPY AVAILABLE
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While we acknowledge and respect the right of the
* Subcommittee to conduct this hearing, we do urge respectfully
that no further action be tsken on these 11 proposals so that
the Congressionally mandated Commission msy have @ fair oppor-
tunity to fulfill its responsibilities. Too often we hear from
skeptics about the creation of too many boards, too many studies
and too many commissions. Certainly, were the Congress to circum-
vent a commission which it itself created, those skeptica would
be proven right in this instance. We know that you and the other
members of the Subcommittee regard the process in a serious and
thoughtful vein, and trust that you will not want to undermine
the work of the very commission which the Finance Committee
helped to create and to renew only recently,

Thank you very much.

-

G. Paster
Legislative Director

H3P:cd
opeiu-494

cct Members of the Subcommittee
on Unemployment and Related Problems
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STATEMENT OF THE
INDUSTRIAL UNION DEPARTMENT, AFL-CIO
SUBMITTED TO THE SUB-COMMITTEE ON
UNEMPLOYMENT AMD RELATED PROBLEMS
OF THE SENATE FINANCE COMMITTEE

OCTOBER 1, 1979

This statement is submitted in opposition to the spproach being taken in
Senate proposals as published in the Finance Committee Print 96-26 to "....
improve the Federal-State Unesployment Compensation Program in weys which would
strengthen the budgetsry situation by reducing unnecessary costs.

The I.U.D. has long favored improvements in the ;mowloylor;\t insurance systea
(I.U.D. Convention Resolution, September 19, 1979). We also oppose sbuse, waste,
inefficiency and fraud in the s‘ystu. But sny consideration of proposals under~
taken to effect cost ssvings or to minimize inefficiency and abuse must also we

feel strengthen the entire unemployment insurance progras.

The ultimste measure of program strength and fulfillment of program purpose
will be found in its sdequacy to mest the need of workers who are unemployed
through no fault of their own.

~ Not dne of the eleven “"various proposals for consideration™ by this Sub-
committee would directly benefit an unemployed worker, excepting the modification
of a requirement to reduce benefits by the amount of retirement income. We believe
that requirement should be fully repealed as recosmended by the National Cosmission
on Unemployment Compensation. Seversl of the proposals would directly harm the
unesployed. All represent what we think to be a piecemeal approach to improvesent
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of the unemployment insurance system, because each is ultimstely justified on the
basis of cost reduction to the federsl and state governments without regard for

the propossls® interrelationships with, snd possible negative impacts on, other
aspects of the unesployment insurance program. Moreover, there has been no thorough
study of these proposals’ efficacy or adviesbility in relation to both program costs

and ically induced hunen suffering.

The I.U.D 1s surprised st the timing snd slleged urgency of this hearing on
the Senate proposals. We urge that no action be taken on these propossls, that no
such standards be emacted, that no progras budget cuts be undertaken orbonablod,
until the National Commission on Unecaployment Compensation submits its recommendations
to the President and the Congress for consideration and action. 1f the mandate of
tne Cominlssion is extended, ss provided for in H.R. ;920 now before the Senate, the
Commiseion’s final report and recommendstions will be due in July, 1980, fust nine
months off. However, the Commission mey slso submit one or more interim reports
which could be available even sooner. In the Eaderal Registex, Vol. 44, No. 174,
of Thureday, September 6, 1979, the Commission gave notice of its intention to
include in its work plan as s matter of priority the proposals now being considered
by this Subcommittee. We hope that the meabers of this Subccomittee will carefully
review the Commission's recommendations in relation to the propossls currently belng
considered, together with Commission recoamendations in other aress of the unesploy-

ment insurence systeam.

Deferral of legislative and budget action on the current propossls until the
Commission completes 1ts work would assure a necessary opportunity for all interested
parties to reflect on and discuss unesployment insurance costs, financing, and
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benefit adequacy. Only the most careful attention to the program’s purpose can
insure the effectiveness of changes, a balancing of interests, and a measure of
fairness and equity acceptable to the public, eaployers and the uneaployed. We
are certain that the Commission's report will reflect that attention, and that
deferral of Congressional action until the report is available will provide the
Congress the time needed to consider which improvements should be made. .

The United States has entered another period of recession, the third such
_period of this decade. A recent Administration forecast foresees unemployment
rising to an 8.2 percent level by the end of 1980. We belleve that to enact
legislation bearing on these proposals or to enable budget cuts in the uneaployment
insurance prograam that impact on the duration of benefits, the waiting period, dls-
qualification, the extended benefit program, the trads sdjustment assistance program,
the nature of benefits for the seasonally unemployed and the definition of sultable
work is unwarranted. By no means do we feel any of these benefit and eligibility
iteas to involve "unnecessary costs.® While esch certainly requires significant
financing, esch is also an extremely essentisl element of the total unemployment
insurance program. With unesployment clearly headed sharply upward, this is mo
time to adopt changes which would dcprl\;o large numbers of jobless workers and their
families of the unesployment compensation payments they will desperately need just
to meet bare living costs.

Most of the proposals would estsblish standards that might result in "savings®
or conceivably prevent sbuse. None provide equity or badly needed benefit incresses
for unemployed workers. The I.U.D. favors any legitimate means of reducing unesploy-
ment insurance program costs, but our primary concern is that far too many workers
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do not receive sufficient benefits while they are meq.loyed and some have no
coverage whatsoever. We believe consideration ought to be given to a standard
increasing the taxable wage base in order that the system be adequately financed,
and to a standard increasing the weekly benefit amount to not less than two-thirds
of weekly wages up to not less than three-quarters of the statewide average weekly
wage. Were the taxable wage base increased to a level sdequate to support the
system, it is unlikely that any of these proposals would be entertained. Each of
these proposals, if considered as major cost items, could be addressed by adequate
financing of the unemployment insurance program. But by no means can these budget
cutting proposals be construed as improving the Federal-State program.

Point 9 of the proposal is particularly obnoxious to the I.U.D. This calls
for reducing benefits being received under the Trade Adjustment Assistance Program.
These unesployed workers have been displaced by the unfair import competition. We
believe that the government has an obligstion to continue these benefits at present

level.

It is repugnant to the 1.U D that one of the proposals, that calling for the
elimination of the national extended benefit trigger, is presented in such a way
as to project greater savings the higher the unesployment level. The Finance
Committee Print states that “at an 8.6 percent total unesployment rate, this item
would reduce program costs by $1.3 billion.™ Elimination of the national extended
benefit trigger would harm hundreds of thousands of the long-tern unemployed if
national unemployment figures reached that level. Equity for the long-term
unemployed, and realization of the beneficial effects of the counter-cyclical aspect

$3-2470 - 79 - 10
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of the extended benefit program, both require retention of the national trigger.
This callous proposal envisions that the worse the economy becomes, and thereby
the unemployment picture, the better the budgetary status of federal and state
governments. No "improvement™ can be found in such a measure. No government, no
prograa, should seek "savings™ at a devastating cost to its citizens or intended

beneficiaries.

There appears to be no reason, other than budgetary, for conslderation of so
many aspects of the unemployment insureénce system in this hearing. Most of the
itemized cuts would not save the federal government a cent. The majority of the
proposals involve federal standards for the states that are regressive and taken
together they represent the most massive potentiel change in the unemployment
insurance program since the 1976 amendments. For the most part, these proposals
represent & major assault on the unemployment insurance system, and as such are
deserving of not only study by the National Commission but of Congressional
hearings of a duration proportionsl to the magnitude of their potential impact.

The I.U.D. believes that the costs of the Federal-State unemployment insurance
program are more a function of the systea working as intended and of human needs
being met, and of frequent recessions, than they are a reflection of abuse or_
inefficlency. Budgetary pressures onitha program could and should be relieved not
by arbitrary and piecemeal solutions, but by sound program finsncing. ’

For these reasons, we urge the members of this Subcommittee to exert leader-
ship to that end, and to take no action on these proposals until the Commission's

final report and r dations b available and appropriste Congressional
hearings have been held. ’
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UNEMPLOYMENT COMPENSATION

For more than 40 years unemployment compensation has been the nation's first
line of defense agsinst hunger and suffering for millions of jobless workers and their
families, particularly In times of recession.

Unfortunately, the unemployment compensation system has become less and less
capable of doing its essential job of forestalling poverty for the tnemployed and their
dependents, because it is based on an 1ll-matched federal-state sharing of respoasibility
for a national problem, The system is inadequately financed and provides bepefits that are
far too low to meet the basic needs of the millicns of Americans who must look to it for
protection.

The United States has not recovered from the effects of Tecessicas in the early and
middle seventies. The unemployment rate continues to hover at 6 perceat, a level which has
not improved over the last two years, With nearly six million workers unemployed, an
anticipated new recession could drive wemployment up to dizzy and cruel beights. Yet, of the
twenty-five state uneraployment insurance funds becoming insolvent during the period 1975-77
and baving to borrow trom the Unamployment Trust Fund, tweaty remain in debt to the fund.
Prospects {or loen repayment and regained solvency are uncertain,

Despite these facts, Congress and the states have dooe little to prepare the
wemployment insurance system for the shock of & new recession which would exacerbate the
system's financisl crisis. '

The Unemployment Compensation Amendments of 1976 included some positive features.
They extended coversge to nearly sll empioyees of state and local governments and to noa-
profit elementary and secondary schools. Agricultural and domestic employees were givea
limited coverage. By 1978, 86 million jobs were covered by unemployment lnsurance, that is
97 percent of sll wage and salary jobs in the nation., Also, the employer's taxable wage base
was raised from $4, 200 to $6, 000, effective in 1978, Beginning in January 197/, the federal
unemployment compensation tax rate was increased from 3,2 percent to 3.4 percent.
Improvements in federal and state triggers for payment of extended benefits were enacted to
make unemployment compensation moxe responsive to changes in the economy. The 1976
Amendments also established a Natdonal Commission oo Unemployment Compensation to study the
entire unemployment insurance system, especially its financing and adequacy. The Commission
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on which organized labor is represented, will report to the President end Congress in
March 1980,

But the 1970 Amendments, and other legislation since then have also negatively
affected farmworkers, pensioners, and certain classes of taxpayers. The 1976 Amendments
extended coverage to large sgricultural employers, but provided s temporery unemployment
insurance tax exclusion until the end of 19/9 to employers importing temporary slien workers
under contract, thus creating a competitive disadvantage for U, S, farmworkers at & time when
more than 130, 000 are unemployed, )

Additicnally, these amendments required that the states, by April 1980, amend thelr
statutes 80 as to reduce the amount of a pensicner’s or retired person’s uoemployment
compensation benefits by the amount of any pension, retirement pey or annuity income,

Also, the Revenue Act of 1978 provided for the inclusion of unemployment benefits as
{ncome for federsl tax purposes for certain classes of taxpayers,

Both the pension offset and the federal tax on benefits shift the wage insurance concept
towsrd g needs-related compensation system in contravention of the original and traditional goals
and operation of the unemployment {nsurance system,

Congress in the last two years has failed to enact legislation that would place the -
unemployment insurance progrem on s sound financisl footing. The Federal Supplementary
Benefits program, having expired at the end of Janusry 1978, lesvclthom-mgumpbyod
ﬂMbucﬂumydemhmddumwbymawmm
If uoemployment levels move much higher.

The states in 1977 directed their attention to complying with the new fecersl law.

‘The expansion of coverage to public employees exter-ied the unempioyment insurance program to
600, 000 state employees and 7.7 milllon municipal and county workers, Coversge In some states
was extended to 130, 000 domestic workers whose employers pey them $1,000 or more in cash
during a calendsr year, &xmnmmmcudmdmahmmmwuwmmn'om
eligibility both teachers and non-professional school employees who had reascnable assurance of

returning to their jobs in the new school year. Some states either sdoped or retsined & taxable
wage base above $6,000, with Puerto Rico taxing sll wages.
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mammwm@mm.mmvmmmmu
state unemployment insurance laws in 1978. 7Three states -- Kentucky, Maryland and Virginia --
mwwmwm'm New Jersey decreased its maximum weekly
benefit. Disqualifying periods for the majoxr causes of disqualification were increased in
Colorsdo, Maryland and Rhode Islend. In Louisisna, craft workers who are union members are
considered as actively seeking work if they report to the union hall cnce a week,

Congress and the states, while extending unemployment insursnce coverage to major
groupe of employees in the last two years, bave failed to ensct legislation that would protect the
solvency of the unemployment insurance program. Federal provisions easbling taxation of
unemployment insurance benefits and pension offsets for retirees are regressive and amount
of mesns testing in violation of the system's intended protection of workers against a loss of
earnings during spells of unemployment beyond their control,

Most states have abdicated their responsibilities to bring benefit standards up to decent
levels or to assure fair and effective financing of the program.

THEREPORE, BE IT RESOLVED:

The industrial Union Department resffirms its position favoring federalization of the
wemploymeant insurence program. This must include full protection of the job rights and
employment conditions of sll state employees who administer the program. Federalization would
assure the solveacy of the program and its wdequacy in meeting the needs of the unemployed.
Until that goal is realized, we urge Congress to:

(1) easct s minimum federal betefit standard of two-thirds of the worker's wage up

% & maximum of three-fourths of the statewids average weekly wage.

(2) extend coverage to all warkers oow excluded, and ensct minimum federal

standards for eligibility, disqualification and duration of benefits,

) pending development snd implementstion of & raticnsl aud effective long-term

extended benefit program, to extend the present maximum 39 week benefit duratica

to 65 weeks, provide federal financing from general revenue for benefits peld to

'oﬂulmmphygduyod39mhmdm:ummdhmwum

beyond besic payments for the period january 197S to January 1978,

(4) repeal legislation that allows pension offsets and taxsticn of benefits

(S) eliminate the present exsroption of sgricultursl employers from payment of the

FUTA tax on alien farmworkers.
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Amertcun fontal Workers Huton, AFL-CIO

817 14vn BYREET, N. W., WABHINBTON, D. O. IGOBI'
P
STATEMENT OF THE
AMERICAN POSTAL WORKERS UNION (AFL-CIO)
CONCERNING PROPOSALS FOR REDUCING
COSTS OF THE FEDERAL-STATE
UNEMPLOYMENT COMPENSATION PROGRAMS
SUBCOMMITTEE ON UNEMPLOYMENT AND
RELATED PROBLEMS
UNITED STATES SENATE
OCTOBER 1, 1979

Mr. Chairmman,

For the record, 1 am Patrick J. Nilan, Legisletive Director
of the Ameiican'Postal Workers Union, AFL-CIO, accomparied by Legis-
lative Aide B?ward L. Bowley. '

We Jbeak in behalf of more than 300,000 posntal employees of
whom we are the Exclusive National Representative for labor-manage=~
ment relations and collective bargaining with the 11,S. Postal Service.
Our membership is employed in post offices in all 50 states, the
District of Columbia, P;erto Rico, Virgin Islands and Guam,

The American Postal Horknrs Ualon is an 1ndusttialAunion
zeprgsenting clerks, maintenance and motor wehicle employezs, special
delivery mesaeﬁgers and enplovees at USPS mail despositories, postal
data centers and the mail equipment shop.

¥e appreciate this opportunity to praseat the views of the
American Postal Workers Union, AFL-CIO, concerning Proposals fos:
Reducing Coste of the Pederal-State Unemployment Compensation Progrars
particularly that which would amernd the Interral Revenue Ccds of 195¢
to eliminate the requirement that States reduce the 2mount of unemploy- -
ment compensation payable for any week by the amount of certain

retircment benefits. !

BEST COPY AVAILABLE
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Mr. Chairman, the American Postal Workers Union supports
HR 4464 which proposes to amend the Internal Revenue Code of 1954
to eliminate the requirement that States reduce the amount of unemploy-
ment compensation payable for any week by the amount of certain retire-
ment benefits. As we understand Public Law 94-566, effective March 31,
1980 the amount of compensation payable to an individual for any week
which begins after that date and begins in a perto? with respect to
which such individual is receiving a governmental or other pension,
retirement or retired pay, annuity, or any other similar periodic pay~
ment which is based on the previous work of such individual shall be
reduced by an amount equal to the amount of such pension which is
ieasonably attributable to such week.

Further, PL 94-566 established the Nation§1 Commission on
Unemployment Compensation. The Commission was charged with:

“evaluation of the feasibility and desirability

of restricting the eligibility for receip®: of

unemploynent cpmpensatlon to persons elicible

to receive a pension or retired pay, annuity,

or any similar periodic payments.®

Mr, Cheirman, it is extremely difficult for us to rationa-
lize why an 1nd1viéual who has completed 30 or more ;;azs as a -
Postal Worker and has earned his pension as a part of the condi-
tions of his previous employment, later finds it necessary to
supplement his pension income, works sufficiently to qualify for
unemployment compensation, involuntarily removed and then told his

compensation will be reduced by an amount equal to his pension.

BEST COPY AVAILABLE
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{which for a Postal retiree, would in many cases mean zero compensa-
tion)

THE RIGHT TO UNEMPLOYMENT COMPENSATION BENEPITS IS BASED
SOLELY ON RECENT EMPLOYMENT. ‘

THE RIGHT TO AN INDIVIDUAL'S PENSION IS AN EARNED RIGHT

BASED SOLELY ON PREVIOUS EMPLOYMENT.

We might add Mr. Chairman, Postal Workers pay for their
benefits. Unlike many workers who enjoy pensions provided in whole
by the employer.
ﬂ Mr, Chairman, another glaring inequity under current condi-
tions is that many state compensation laws differ. These include
the extent and nature of work force attachment required for eligibility, -
the dollar amount of wecekly benefits and the number of weeks for which
such benefits shall be paid, and the conditions under which an
individual may be disqualified or have his right to benefits post-
poned or curtajled. , .

The American Postal Workers Union supports the intent of HR '
4464 ‘and the Commission's recome_ndation to repeal Section 3304 (a) (15)
of Pederal Unemployment Tax Act.

Mr. Chairman and members of the Committee, on behalf of our
membership we want to expreas our appreciation for your concerns
in this matter and thank you for providing us the opportunity to express
our views. .

Should you have any questions or if we can_be-ot assi.stance.

we are happy to respond.
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REPLENISHING STATE UNEMPLOYMENT TRUST FUNDS

FROM GENERAL FEDERAL REVENUES
ON THE BASIS OF UNEMPLOYMENT RATES®

My name §s William Papier. My titles include Di}ector of Research
and Statfistics, Ohio Bureau of Employment Services and Secretary, Ohfo
State Advisory Council for Employment Securfty. It has been my privilege
" to serve in both capacities ever since the Ohio Unemployment Compensation
Law was originally enacted, in 1936. This statement reflects not only my
personal views as an economist, but has also been endorsed by Albert G.
Giles, Administrator of the Qhio Bureau, and our State Advisory Council,

which represents labor, management, and the publfc-at-large.

Our subject is "Replenishing State Unemployment Trust Funds from -
General Federal Revenues, on The Basis of Unemployment Rates." We offer
our vie:ws on two basic questions: (1) Should general revenues of the
federal government be used to replenish state Trust Funds, following
widespread, catastrophic drains? and (2) If the answer is “"Yes," how
should we define catastrophic, in terims of unemployment rates, and allo-
cate federal funds to states?

OQur answer to the first question is "Yes." Federal funding following
catastrophic unemployment would relieve the states of the necessity for

accumulating excessively large reserves to meet occasional unforeseeable

*By Willfam Papier, Dfrector of Research and Statistics, Ohio Bureau of
Employment Services. Presented at hearings of Nationa) Cosmission on
Unemployment Compensation, Cleveland, Ohio, June 8, 1979.
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costs. We realize, of course, that unemployment benefit costs do vary
considerably from state to state. We also zppreciate the fact that such
costs are greatly affected not only by vériant economic condftions but
also by widely variant state staeutes and other non-economic factors.

The state legislatures--presumably reflecting the views of their
constituents--are responsible for the statutory aspects of state benefit
costs, as well as the solvency of their respective Unemployment Trust
Funds. With four decades of experience, however, they should be reason-
ably aware of prospective costs of benefit provisions they enact--except,
perhaps, for times of catastrophe, when factors clearly beyond thefr con-
trol greatly fncrease such costs. Otherwise, every state legislature
should fully fund its own state's benefit provisions. They should not be
tempted to anticipate that other states, through federal grants, will
substantially fund their benefit costs.

We come now to the question, "What is a catastrophe, and how shall
we define it?" Webster defines it as “a momentous tragic ev§nt‘." We can
all agree, no doubt, that the Great Depression of the 1930's was such a
momentous tragic event. The average rate of unemployment nationally, yfrom
1930 through 1933, was 26 percent! No state had a rate below 17 percent.

Our standards, however, have changed markedly since the Great
Depression. This is good, and as it should be. We now think of a total
unemployment rate far below 26 percent as catastrophic. )

The total unemployment rate represents "the number of persons unem-
ployed at a given time, as a percentage of the civilian labor force at
the same time. The civilian labor force consists of those either employed
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or unemployed. The total unemployment rate is published monthly, with
annual averages and breakdowns by state, by the Bureau of Labor Statistics
(BLS) of the U.S. Department of Labor. The basic data, however, stem
from monthly interviews by staff of the Bureau of the Census, U.S. De-
partment of Commerce. These interviews embrace a sample of 56,000 house-
holds throughout the nation. The returns and results are completely
independent of and in no way affected by state unemployment insurance
laws or their administrations. ‘

The significance of the total unemployment rate, as a measure of
catastrophe, has changed considerably since the Great Depression. In
the early 1930's, for example, relatively few secondary workers--such as
housewives and youths--were in the labor force. Today, however, they
represent a significant share of the labor force. The most nearly com-
parable figure for more recent years is probably the BLS rate of unem-
ployment for heads of households. During the past 16 years the highest
unemployment rate for heads of households was 5.8 percent, in 1975. The
second highest rate--5.1 percent--was that for 1976. In no other years
from 1963 through 1978 did it exceed 4.5 percent.

Your Commission, in its unanimous First Interim Report of November
1978, stated (page 81) that "Reinsurance is designed only to meet cata-
strophic costs..." Accepting Webster's definition of “catastrophe," we
fully support this concept of reinsurance. If the Congress were to
utfilize the national unemployment rate for heads of households as a
measure of catastrophe, the record suggests that at least two of the

past 16 years would qualify.
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On February 15, 1979 the Interstate Conference of Employment Security
Agencies sent to each state administrator a 38-page technical document
entitled "A Proposed Revisfon to the ICESA Reinsurance Financing System.*

It reached them late in February. It was recommended for adoption at
their Midyear Meeting at San Antonio, Texas, on March 15. The proposal
was adopted at that Meeting, by Resolutfon 1. In view of the limited
time available for staff study, however, we wonder if its supporters fully
realized that this proposal was not reinsurance. It was, in effect, a
new cost-equalization plan, designed to distribute the tax burden of
several high benefit cost states among all other states. Cost-equaliza-
tion plans--under which many states heavily subsidize a few--have been
introduced periodically by varfous Congressmen over the past 35 years--
and regularly rejected. -

We could not and dfd not support Resolutfon 1. Although last
February's proposal was called “reinsurante,” it did not meet either our
concept or your Coonmission's concept of }einsurance. Had it been in
effect, federa! revanues would have been allocated to selected states
for five of the past nine years--1970, 1971, and 1974 through 1976.

Can anyone seriously contend that these were all years of catastrophic
unemployment? The BLS unemployment rate for heads of households was
2.9 percent in 1970; 1t reached 3.7 percent in 1971; and it was down to
3.3 percent in 1974, A case can be made, however, .for 1975 and 1976--
the peak years--with rates of 5.8 and 6.1 percent, respectively.

Another reason why we could not support the February proposal
was its reliance on an extremely poor statistical measure--the insured
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unemployment rate--to trigger "on" and allocate the so-called reinsurance
payments. The insured unemployment rate represents claimants for unem-
ployment 1nsurance under the respective state statutes, as a percentage
of workers employed and reported under such statutes. Disregarding
limitations of the insured unemployment rate, for the time befng, consider
how it would be used, under the February proposal, to require some states
to substantially subsidize others, through federal grants. Such grants--
called “reinsurance ﬁayments"--would trigger “on" when either of the two
following conditions exists:
1. The national insured unemployment rate for a calendar
{?gr‘,’e:g:n::g;;:ar state benefits was at least
2. The national insured unemployment rate for a calendar
JE Tarcent over the prion carendar years ot
Let us assume, for the moment, that a national insured unemployment
rate of 4.5 percent 1s a reasonable indication of catastrophe, justifying
reinsurance payments. If so, w.ould a national insured unemployment rate
of 3.5 percent or less also justify such payments? The second standard
Just cited would have triggered “on" federal grants for 1970, when the
insured unemployment rate was only 3.4 percent, and again for 1974, when
it was only 3.5 percent. The BLS total unemployment rate nationally was
4.9 percent in 1970, and 5.6 percent in 1974. For heads of households
the BLS rate was only 2.9 percent in 1970, and 3.3 percent in 1974. Can
we honestly call these years of catastrophe, for which federal grants to

selected states, called "reinsurance,” would be Justified?
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A national recession of catastrophic proportions would clearly have
an impact on every state in our nation. Even the states with relatively
Tow unemployment rates would have had still lower rates, wer2 it not for
such a recession. Since every state would be negatively affected, and
since taxpayers in every state would be_ called upon to pay for the pro-
posed federal grants, it seemed reasonable to measure each state's share
of the nation's unemployment against its proposed share of so-called
reinsurance grants.

Take, for example, the last three years for which such grants would
have been made under last February's proposal--1974 through 1976. Using
the BLS figures on total unemployment, as published in the 1978 Employ-
ment and Training Report of the President, here's what would have happened.

For 1974 four states--Michigan, New York, New Jersey, and Massachusetts--
would have received nearly three-fourths of the natfonal allocation of
so-called reinsurance funds. Yet they accounted for less than one-fourth
of the nation's unemployment in 1974. '

For 1975 three states--Michigan, New York, and Pennsylvania--would
have received 35 percent of the national grant. Yet they accounted for
only 20 percent of the nation's unemployment in 1975.

For 1976 three states--Pennsylvania, 111inois, and New Jersey--would
have recefved 45 percent of the national grant--nearly one-half the total
available for all states. Yet they accounted for only 14 percent of the
nation's unemployment in 1976.

Ohio's share of the nation's unemployment in 1976 was below 5 per-

cent. I1linois' share was even smaller--smaller by half-a-percentage
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point. Yet for that year Ohio would have recetved less than 1 percent of
the national grant, while 111inofs would have gotten 16 percentl

These amazing discrepancies between state shares of the nation's un-
employment and their shares of so-called reinsurance funds are easily
explained. Under last February's proposal, the BLS figures on unemploy-
ment would play no part in federal fund allocations. The BLS Yabor force
concepts, however, are identical for every state. The figures are
processed by experts at every stage, from interviewers to analysts. They
are in no way affected by state statutes, state administrations, or other
non-economic factors. The federal agencies involved--BLS and the Bureau
of the Census--have no financial stake in the results.

The February proposal would allocate federal revenues to states on
the basis of their own insured unemployment rates, once the system was
triggered "on." What's wrong with the insured unemployment rates? Apart
from the fact that the quality of the basic data varies widely from state
to state--as noted in the draft report of the National Cosmission on
Employment and Unemployment Statistics--the insured rate does not repre-
sent the same thing for every state, efther at a given point in time,
or for the same state over a period of time. The insured rate is greatly
affected by state statutes, by statutory changes, by administrative
interpretations, by judicial decisions, and by other factors having
little or nothing to do with general economic conditions.

Conceptually, the fnsured unemployment rate is a poor statistical
basis for federal fund allocations to states. In computing a percentage
the numerator and denominator of the fraction should always relate to the
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same point in time. They should also relate always to the same geographic
area. And the denominator should always include the numerator. The BLS
unemployment rates meet these basic standards of simple arittnet1é. The
insured unemployment rates, however, do not. For the insured unemployment
rates, persons currently unemployed one week or longer--continued claim-
ants--represent the numerator. But the denominator does not include the
_ unemployed claimants. It is the average number of employed workers

covered and reported on state contribution reports, during four successive
calendar quarters ending at least two calendar quarters earlier.

The denominator's time lag alone--six months or more behind the
numerator--will overstate the insured unemployment rate during a perfod
of prolonged and serious recession. Apart from the lengthy and unavoid-
able time lag, however, s another factor creating overstatement--faflure

( to include the numerator in the denominator. Let us assume, for example,
that every one in the civilian labor force, under a given state's law,
is covered. Let us assume also that the total covered labor force §s one
million. And suppose we assume further than the BLS and fstate definftions
of unemployment are identical. Under these assumptions, with 200,000
unemployed during a year of catastrophic recession, the BLS unemployment
rate would be 20 percent. The insured unemployment rate, however, would
be ‘25 percent. Why? Because the unemployed would be measured against

" 800,000 employed--not against the covered labor force of one million.

" The defini_tions and concepts, of course, are not the same for the

BLS figures on the total unemployment rate, and the state figures on the
insured unemployment rate. One striking {1lustration relates to strikers
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and others off the payroll, because of labor disputes. In the BLS figures
workers off their jobs because of labor-management disputes are counted
in the civilian labor force as employed. They are, therefore, in the
denominator, thus lowering the total unemployment rate. In sharp contrast,
however, covered workers involved in such disputes, not on the payroll,’
are not reported as employed on state contribution teports. They are not,
therefore, counted as employed in calculating the insured unemployment
rate. This has the effect of lowering the denominator and thus raising
the insured unemployment rate. In two states--New York and Rhode
Istand--there is a double impact, both factors raising their insured
unemployment rates. Not only are strikers and other disputants not
included in the denominator, but after a few weeks in those states they
are eligible to claim benefits and are, therefore, included in the
numerator,

Workers who are partially employed are counted as employed by BLS.
This lowers the total unemployment rate. But insured claimants who are
partially employed are considered unemployed by the states. This raises

the insured unemployment rate.

Although there are other conceptual variations, suppose we consider
geographic differences. The BLS figures on the total unemployment rate
always relate to state of resfdence; that is, the civilian labor force,
as denominator, represents persons either employed or unemployed who live
in a given state. The unemployed, as numerator, represents those who

‘Iive in the same state. Not so, however, for the insured unemployment

rate. For the insured unemployment rate the covered employment figure,
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as denominator--stemming fmﬁ state contribution reports--always relates
to the state of employment--not the state of residence. Claimants, on
the other him--in the numerator--include many who 1ive 1n other states.
Under reciprocal interstate arrangements, unemployed claimants can file
claims anywhere they 1ike. They often live on one side of a state line
and work on the other. Or they can work in one state, and Yook for jobs
when unemployed in another state far beyond cosmuting distance. Many
thousands of claimants file claims, when unemployed, in states other than
those 1n which they previously worked. Thus the insured unemployment
rate, for a given state stems from a numerator whose unemployed claimants
were counted, when employed, in the denominator of another state. A
state with many such interstate claimants would have a correspondingly
higher insured unemployment rate. Not incidentally, the interstate flow
of claimants increases substantially during serious recesstons, as in 1975,
Apart from conce‘ptual. arithmetic, and geographic differences in the
total unemployment rate and the insured unemployment rate, the latter is
affected by other factors, in no way indicative of economic conditfons.
The statutes, for example, are constantly being amended. But even at a
given point in time the insured unemployment rates reflect significant
statutory variations among the states. Pennsylvania, for example, has a
uniform potential duration of 30 weeks of benefits for total unemployment.
At least half-a-dozen states, on the other hand, have an average potential
duration of 20 weeks or less. Other facto}s equal, Pennsylvania would
naturally have a higher insured unemployment rate, since clafmants can be

counted for ten or more weeks longer.
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Or consider basic qualifying requirvements. In Michigan a claimant
can qualify for benefits with no more than 14 weeks of prior employment.
In other states, including Ohio, prior employment in 20 or more weeks is
required. Again, with other factors constant, Michigan's insured unem-
ployed rate would clearly be higher, since more claimants would be eligible.

Oisqualification provisions also vary widely. In some states workers
who quit voluntarily without good cause or who were discharged for good
cause cannot draw benefits for the duration of their unemployment. In
other states they can, after a lapse of several weeks. - The second group
of states, of course, would have higher insured unemployment rates than
the first, with other factors constant.

Without advocating more or less 1iberal statutes this generalization
seems fully warranted: the more 1iberal the state statute, the higher
the insured unemployment rate. Liberal statutes, furthemoré. are nom-
ally implemented by sympathetic administrations. There are times, how-
ever, when conservative statutes are liberally-construed, and vice versa.
In any case, the volume of claimants can be and has been influenced by
administrative policies, regulations, and interpretations. The insured
unemployment rate is correspondingly affected, upward or downward.

Consider further the impact of judicial decisfons. Only recently
the U.S. Supreme Court upheld the New York statute, which permits payment
of unemployment insurance to strikers. If, however, the Court had de-
cided that New York State could not pay such benefits to strikers, its
claims volume would be down correspondingly. And so would its insured
unemployment rate.
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We could go on and on, 1isting ways in which non-economic factors
can and do differently affect the insured unesployment rates of the
various states. But enough have been cited, we believe, to document
our major pofnt--the insured unemployment rate is a poor statistical
basis for measuring economic conditfons in the various states. To allo-
cate federal revenves to states on the basis of their insured unemploy-
ment rates would be inherently unfair and unwise.

What then, offers a better alternative, for a system of reinsur-
ance consistent with your Commission's definition? The alternative we
recommend is implicit in our comments on the 8LS labor force and unemploy-
ment figures. The BLS concepts are uniform nationally. The arithmetic
is sound. State statutes, policfes, judicial rulings, and other non-
economic factors in no way affect the BLS figures.

The best BLS measure of national economic catastrophe currently
available--in terms of unemployment--is, in our opinfon, the head-of-
household unemployment rate. When the unemployment rate rises very sub-
stantially for heads of households--for those who have to support their
families and/or themselves--then a state of catastrophe, justifying
reinsurance, is indicated. ‘

What should that rate be? We suggest 5 percent. It could be a
1{ttle lower or a 1ittle higher. But once established by federal law it N
would define the calendar years for which federal grants from general
revenues could be fairly and consistently used to replenish state Unem-
ploypent Trust Funds. The aggregate dollar amount would also be deter-
mined by the Congress.
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On what basis, however, should allocations be made to each state?
To justify national funding a catastrophe would have a national impact.
Every state, to a greater or lesser degree, would be affected. Once
defined by the national rate of unemployment for heads of households,
and the total amount of federal funding for the given catastrophic year
determined by the Congress, each state should thereafter share propor-
tionately. Each state's share of the nation's unemployment--as determined
by BLS--should be the basis for allocation of federal general revenues
for the given year of catastrophe, and thus replenish all state Unemploy-
ment Trust Funds. States hardest hit, as reflected by their percentages
of the nation's unemployment during the year of catastrophe, would receive
correspondingly high shares of the national allocation for that year.
States least affected, of course, would receive correspondingly low

shares.

We submit this proposal, Mr. Chairman, as eminently fair, basically

sound, and worthy of serious consideration by your Commission.

-® o
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TABLE Al
TOTAL INDPLOWENT, BY STATE, 1974, 1975, AD 1976
Unemployment {th de) Percent of U.S. Total
State
1974 197% 1976 1974 1975 1976
Total, U.S. veceeses | 5,262,0 | 8,008,6 | 7,475.8 | 100,0 ] 1200.0 | 100.0
Alabe® .eieenianannsens 0| m.of 2000 1.5 1.4 1.3
Alaaks .10 9,2 10,0 13.0 2 .1 2
Arizone ... é,71 131 9.0 1.2 1.4 1.2
Arkaness .... 42,6 80,4 62,0 X:] 1.0 .8
California ., 0] 926,0] 8990 12.7 11.5 11,9
Colorsdo .uee .0 80,0 n.o .9 1.0 1.0
Connectiout . 88,01 133.0| 139.0 1.7 1. 1.9
Delassre ..., . 16,6 2.1 2.0 . .3 .
District of Colusbis ... 2,0 .0 20,0 - 3 v
Florids cuvesecnssescese | 28,0 366,0] 3140 3.9 4.5 4.2
[ 19.0| 1850} 17.0 2,1 2.3 2,4
Howald seeeesenensenosen 30,7 3.9 39.0 .6 - 5
Tdeho eeesressarasescnae 17.1 a.4 2.0 3 .3 3
TIUNOLS coveenvnrensess | 22401 3570 | 332,0 43 4.4 4.4
Indiens sicveescsncenene 13,0 26,0 148,0 2,3 2,6 2,0
) (e 3,2 55.8 3.0 .5 l N
Kaneas eessssssenn. . sane 3‘-6 “u. ‘6.0 01 3 .‘
Kentucky ssesssasnsensas 6.0 103.0 81.0 1.2 1.3 L1
Loulslans cuuvavsreecnse 97.0| 160 10.0 1.8 1.3 1.4
Maine sevrerrecsernenane 2.1 47.1 42,0 £ 6 6
Marylend cosseesesnseess 84,0 128,0| 13,0 1.6 1.6 1.7
Massachusetts «coeeeenes | 190,0 | 3040 | 263.0 3.6 3.8 3.5
337.0| 468.0 374.0 6.4 6.0 5.0
nno| 1070] 100 1.5 1.3 1.5
41,2 75.4 62,0 . .9 .8
9.0 420] 133.0 1.8 1.8 1.8
16,8 2,7 2.0 3 3 3
18.4 7.7 2.0 3 . .
2.7 7.8 21.0 4 . -
0.4 34.0 25.0 ] - 3
3.0 333.0| 5.0 3.9 42 4.6
.1 44,0 9.0 . . .
©0| 719.0| 4.0 9.2 9.0 10,4
North Caroling veeeeesee mo| azno| 1%.0 2.1 2.7 2,1
North Dakota seeseesenre 9.0 9.7 10,0 .2 1 .1
Oh10 seessanssanssrensan 250| 4.0} 3%.0 43 5.3 4.9
Ok1ohomS eesrencescorese 9,0 8.0 65.0 9 1.0 9
Oregon caeeseesssansssse 7%.0] w00} 1020 1.4 1.4 1.4
Porneylvanis secevecesas 28,0 42.0| 406,0 4.9 5.2 5.4
Puerto RICO weesseenense | 11751 1%9.2]| 1788 2.2 2,0 2.4
Rhode 181end cecvesencss 3.3 48,1 35.0 - 6 5
South Caroling «ieseeees 6,0 10.0 87.0 1.3 1.3 1.2
South Dakots cvevsescees 8.3 1.4 1.0 2 J] - .2
Tonnessss c.oceeeesccnss 92,0| 1%.0| 10,0 1.7 1.9 1.5
ToXa8 cvasseersoescnsess | 220,0] 34,0| 3180 4.2 3.6 43
Uteh eesererasenseranns 2%,1 33.6 29.0 5 o ]
Vorsent .useeseacanseiss 13.1 19.8 19.0 2 3 3
Virginia ..... 96,0 | 145.0 136.0 1.9 1.8 1.8
Vashington ... 108.0 | 47.0] 137.0 2,0 1.8 1.8
Voot Virginta .. 45.1 57.0 51.0 9 Jq .7
Visconsin seeeee 9.0} 148,0 122,0 1.8 1.8 1.6
Wyoming sesescesssvensee 5.2 7-0 700 B ol o

Sources Esployment and Training Report of President, 1978,

Oivision of Ressarch and Statistics
Ohio Bureau of Esployment Services
Columbus 43216 3179

BEST COPY AVAILABLE
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TABLE A-2

PROPOSED REIMBURSEMENT, BY STATE, 1974, 1975, MND 1976

State

Reinbursesent (M$11lons)

Percent of U,S, Total

1974 1975 1976

1974

1976

Total, UsS. censnee

$ 279.5 |83,073.2 | § 806,9

100.0

Connectiout .ecevecerees
Dolawere (ssvscesancinse
Distriot of Colymbia ...
Florida ceeserasesesnase
8e0rgia seconrracseverse
Hemall coveceseccsnccnes
1d8h0 cecnccvansecrennes
I114n0Ls ssscsncacscnnae
Indlens cessenceccnscncs
Iows sercecerccnnencsaes
Kaness cecccrcenssnnsces
Kentucky ceesescesnesene

Now Hempahire socscecres
Now Jorsey ceccsaccecnes
Now $0xi00 sceorsescense
Now York scccessencssens
North Ceroling «eceveess
North Dekots sececssencs
Ohf0 sesseecnsecsssnsecse
OKLahoma sssssccrsassces
Oregon cesseasessrascace
Pornsylvanis ciecocnnsae
Puerto Ri0O cssvsesennes

Wieoonsin seeeavscncaces
Wyoolng casesveceanceser

eee 0.5 6.4
13.0
o7 33,9 5.4
.se 3.5 99
8.3 29,6 8.8
S5 9.4 6.3
3.0
1.6 12,7 1.4
1.0 5.3 2.7
15.3
2,5 n.g 1.6
o 2,3 3.9
3
12,2
1.3 5.2
1.3 3.6

32| 1ea| &4
e | 28] L

v ) 2

5.8 41
we | 134 1.8
29
1.6 9.2 3.1
19.4 7.6
14.4 4.6 10.7
8.8
wes 5.7 2,2
Jd 3

e
51

Sources Proposed Revision to Reineurence Financing, Februsry 1373.
Less than .05 percent,

Odvision of Ressarch and Statistics
Ohio Buresu of Employment Services
Colusbus 43216

3279
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TARLE A-3
mmnmssnmmmv:mnrmmnmmamnwsmum
A0 AMONT THEY WOULD HAVE RECEIVED UNDER PROPOSED RETMBURSEMENT PLAN®
1974, 1975, AND 1976
{M5114one)

1974 1975 19%

State Total | Proposed Total | Proposed ] Proposed
Unesploye|Reimburse~| Unesploy "'“.—Unqby-
ment aent osont sent asent

Total, UeS:% curcucennsens | $ 2795 | 8 279.5 |8 3,073.2 |8 3,073.2] $806,9| 8806.9

Alabass .ievreresrassnransrane 4.2 4.0 50,5 10.8 6.4
Al88KS siecrvrasorescnrassonnos .6 3.8 3.1 5.3 1.4 13.0
AriZ0N8 4erseessrsensesesensess 3.4 .7 0.0 39.9 10,0 5.4
ArKSNesS cesenseresnscerrennsae 2,2 30,7 31.% 6.7 5.9
Californis secvesasacccnsessaee 35.% 8.3 353.4 2.6 96,0 8.8
€oloradd vacesssrsasaconsansane FX 5 0.7 9.4 184 6.3
Connectiout corvereaseasenasans 4.8 9.2 8.4 15.0 3.0
Oeloware ..ocevcense .8 1.6 9.2 12,7 2.5 1.4

? Co 1.1 1,0 9.2 5.3 3.2 2.7
10.9 2,0 138,3 .3 3.9 15.3
5.9 2.5 .7 n.g 19.3 1.6
1.7 4 12,3 .a 4.2 3.9

12,0 135.2 165 z 35.8 18,2
6.4 1.3 79.9 3.2 16.0
1.4 2.5 7.3 5.7 3.6

KaN888 sovecrsscsorossnsssoncns 2,0 sas 18.4 1.9 5.0 .

Kentucky seceseseesrascssssaces 3.4 40,0 33.0 8.7 1.6

Loulsians sevvercesonseannsnsss 5.0 40,0 1.4 10.9

Maine suureesvscssesanscsnassee 1.7 g 18,4 15.9 4.5 6.1

Maryland seevvoncscaccosensases 4.5 J 49.2 34.5 13.8 1.9

10.1 2.6 116.3 138,6 28,4 18,9

Mohigen siuveessensenssresnses 17,9 3.8 184.4 3723 0.4 9.5

4,2 40,0 9.7 11.9

MisaSes8ppl ceernenserearannans 2,2 F1 84 14,2 6.7 1.9

5.0 55.3 ©.3 14.4 2.3

Mortans cuveesesessonsassaseses 8 1.8 9.2 4.3 2,2 1.%

] 3 9.2 4.9 26 5

1.1 2,0 9.2 1.6 29 3.2

Hompohire cescesenccvee

1]

i

2
g
w28
P18
; 5§
£33
: B3

§

iy

6

1sland seescesnsenscnness 1

South Carcling ciceesscscesness 3.
South Dakots ssiacsscesscasses

TonNessse ¢eivcessresscsascsaes 4,

TOXBS sossccavossassssscasconse 1

1 10,6 13.4 .3 1.9

12,3 2.9 3.1
Vereont sueeeaseecescacransenns o
Virglnis ocecencrranceranseses 5.3 5.3 19,4 .7 1.6
Vashington uceieracccnssnasnns 5.6 14,4 55.3 4.6 14,8 10,7
Vest v!l‘iﬂh sesvessssecisvnce 205 ser a-, 8.8 ’0, 1Y)
¥i00oneln ceevrsvseserresessane 5.0 " 5.3 51.7 13.2 2,2
Wyosing sseesesscssnsssassesses -3 es 3.1 Jd R 1

Based on dta o Eployasnt and Tradoos epert of Erasiaml, 197, PSources Propossd Revisien
to Reinsurance Fingncing, February 1979, not 4o totals dus to rounding,
' Oivision of Ressarch and Stetistics

Ohio Buresy of Esployment Services
Colusbus 43216 351

£
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TABLE A-4
COMPARISON OF EACH STATE!S SHARE OF

1974, 1975, MO 1976

AT i o

1974

w7

State Total | Proposed m.r[ Proposed | Total | Proposed
Unesploye|Reisburses| Unesploy=|Reisburses| Unesploye [Reisburse-
sent sent mont sent sent sent
Total, UsS. crceres 100,0 100,0 100,0 100,0 100,0 100.0
1.5 1.4 1.6 1.3 .8
.2 1.4 .1 .2 .2 1.6
1.2 3 1.4 1.3 1.2 i
.8 1.0 1.0 .8 T
12.7 3.0 1.5 8,1 L9 10.8
9 2 1.0 K] 1.0 .8
.7 1.6 2,9 1.9 2.9
3 .6 3 - K .2
4 3 3 2 - J3
3.9 .7 4.5 1.0 4.2 1.9
21 9 2.3 23 2.4 1.4
6 . " 1 5 5
3 3 a1 3 vee®
4.3 44 5.4 4,4 15.9
2.3 5 2,6 1.7 2,0
5 . 2 7 “
.7 K3 .1 .6
1.2 1.3 1.1 1.1 .
1.8 1.3 e 1.4
Maline ceeeevacnanscessae .6 . 6 5 .6 .8
Meryland cererssencecare 1.6 3 1.6 1.1 1.7 o2
Hassechusstts (oeccenssee 3.6 10.6 3.8 4.5 2.5 2.3
Miohigan curssrasscnsses 6.4 30.0 6.0 12,1 .0 6.1
Mrnesots ceercsenianns 1.5 1.3 . 1.5
Misaisaippt cereenrenras 8 9 5 .8 .2
Miesourt seccerennnesane 1.8 ces 1.8 1.6 1.8 K]
Momtans seeeceassnranses 3 . 3 Bl J3 2
Nobrask® sueersecerontos J3 B 3 .2 J3 Jd
Neveds seeecserssnsances 4 d o o - -
Now Hampehire ,.cueesess -4 .2 -4 5 3 s
Now JOrssy wocevoncranes 3.9 17.9 41 6.5 4.6 10,0
Now Moxd00 socnsvisncans .6 .5 1 .6’ es®
New York covesseceessscs 9.2 15.6 9.0 10.5 10.4 10.8
North Cercling .ecueeses 2.1 2.7 4.0 2.1 1.4
North Dakots seecesoeses .2 .1 A
Ohl0 ceccecossoansencres 4.3 1.1 5.3 4.0 4.9 .
Ok18hOmE ¢ureensanronaee 9 1,0 J 9
[ 1.4 “ 1.4 1.3 1.4 1.1
Ponneylvenis ciceesesses 4.9 23 5.2 12,1 5.4 18.6
Pusrto RI00 srseeerenres 2,2 4.5 2,0 9 2.4 23
Rhode 181end seceenenses .4 1.5 6 1.0 5 9
South Carcling esvesses 1.3 2 1.3 2.4 1.2 £
South Dekota ceeeceesses .2 .1 vee® .2 ve®
Tennesss® ouereensonsise 1.7 1.9 2.5 1.5 5
TeX8S cossscscsessrsssns 4,2 e 3.‘ K} 4.3 2
Utah coeeanssenansnannes .5 “ B o e
Vormont .seecccnsccesecs -2 . -3 -3 ua I}
VArgInia cevaneenseasnes 1.9 1.8 K3 1.8 9
Vashington eecesceranres 2.0 5.1 1.8 1.1 1.8 1.3
Voot Virginia ceveesrnse 9 .7 3 .7
V1000Ne4n ceeeurcesonses 1.8 1.8 L3 1.6 J3
Wyoeing sveesceansseance B} a1 B ves®

Sources % and ‘I'nlng % of President, 1978. bSourcer Proposed Revision
to R . .” M‘

Olvision of Ressarch and Statistics
Ohio Buresu of Esploysent Services

Colusbus 43216

3279
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TABLE A-$

ommmnmsmmmmwmmmnmmm&mﬁ
AND AMOUNT THEY WOLLD HAVE RECEIVED UNDER PROPOSED REIMBURSEMENT
1974, 1975, MD 1976
(#il1ione)

1974,
State 1975, 1974 1975 1976

and 19760
Total, U.S. cocrvaccacecese | § 0 s [ $ 0 s o
Alsbama siccrssessessrcscsnsessnoncne + 11 + 4,2 - 1.5 + 44
ALSSKS srveriansenssrecsssnsnersonans - 17,0 - 3.2 - 2 - 1.6
ArSZONE tersiesenasencaarestonsoansen + 10,4 + 27 + 31 + 46
Arkaneas .i.iescscesssoassccssrrsssce + 2,2 ¢ 2,2 - +r 8
Californis cevseersscncscsssasonncnes + 140,2 + 2.2 + 103.8 + 92
Coloredo secscsvassssnsassocsearcnss + 4.7 + 2.0 + a3 +» 1.4
Connectiout ceescressnosnsconcsnsenes - 42.4 + 4.8 - 39,2 - 8,0
Delaware ..ccascsncorsnsaccnansrsnves - 32 - .8 - 3.5 + 11
District of Columbis sveeccarececnsss + 4.5 * o1 + 39 * 5
Florids sesesessorssessacesoncacsanas +135.% » 89 » 108,0 + 18,6
Bo0rgls suiecosasseenriasiessicncrnes + 99 + 3.4 - 1,2 + 7
Howell coresnientoansranntsssssscones + 116 + 13 + 10,0 +
Tdeho cereeessassrnssacavsncrensanens + 9.6 + 8 + 6.8 + 20
11018 sssessscscssarressescssannes - 110.4 + 12,0 - 30,0 - 92,4
INdione ceevisosresrosessactcnonnnees + 47,8 s+ 51 + X7 + 16,0
TOWe cevesesnassecsasesnasaascassosas + 11.7 + 1.4 + 14,2 s 21
KBn888 enerveracssosescsssnsrscsnnee . 35 + 20 + 16,5 + 50
Kontuoky seesesovscascasssssonsarsanse + 17.5 + 3.4 ¢ 1.0 + Tl
Loulsians cvvuesescesersnsnssessacnse + 5.5 + 50 + 386 + 10.9
Malne .saessecussercrcesassrsnsancons + 19 + L0 + 25 - 16
Maryland cevesscscrecascassssasesnens + 0.4 + 38 + 2.7 + 11,9
- 31,8 - 19.5 - 2.8 + 95
- 22,9 - 65.9 - 187.9 - 91
+ 4.4 + 42 + 30.3 + 1.9
sessesssscsenss + 0.5 + 22 + 135 + 48
secscavesssssrenne * a-l * ’-o * 6.0 + 12,2
vesvns.sesennzs + 4.6 - 1,0 . 4.9 PO |
+ 69 . 5 + 43 . 21
- 3.6 - 9 - 2.4 - .3
- . + S - 3.6 . 24
- 155.8 - 39.1 - 72,9 - 43,8
+ 17.8 . 1,7 ¢ 11,8 . 43
- 65,8 - 18,0 - 46,3 - L5
- 27,1 + 59 - 39.0 + 60
+ 48 . + 31 + 11
+ 80.7 ¢ 88 + 38,5 + 4
* 37.8 + 25 * 383 * 1.0
+ I + 28 + 26 + 21
- 312,1 + L2 - 3.2 - 106,1
+ B9 - 6.4 + 3.7 +
- 18,0 - 3.2 - 114 - 34
- %6 + 31 - W2 + 45
+ 4.4 * + 2,8 ¢ 10
- 4,8 + 4.8 - 17.4 * 1.8
TOXAS coeesecrascessrsres * 1414 + 11.7 + 97.2 + 32.%
Utah ceenvecssrssenennenas + 13.9 + 1.4 + 94 s 31
Vormont . eccecscenscrcesincssencanse - 2,0 e 10 ] - 1.0
VIrgina seveesescccsenccessasarennesn + 40,3 + 53 + 359 + 12
Vashington seeeseesssesusennessasnsne + 16,0 - 8 + 2.7 + 41
Voet Virginis seesceecsnncsssocessnes |___ 2. 20,7 ¢ 25 + 12,7 s 55
V4000n08N ceverecnassnrransassraseres +» 13.6 + 5.0 - 24 + 11,0
Wyomdng Leecescacconssrcasrncanasnans + 4,0 + 3 + 30 + T

“Besed on data mwmm.nﬁmm. 1978, bSourcer Prooosed Revision to
Reinsurance Financing, February 1979, Plus sign (¢) indicates axtent to which state would have
received more under plan which distributed funds on basis of state's shere of nation's totel unes=

Ploysent | Division of Research and Statistics
’ Ohlo Buresy of Esploywent Services
Colunbus 43216 3.5.79



National Employment Law Project, Inc.
475 Riverside Drive Suite 240 New York,N.Y. 10027 (212) 870-2121

WNASHINGTON OFFICE: -
CONGRESSIONAL HOUSB

236 Massachusetts Avenue, N. E.

Washington, D. C. 20002

STATEMENT OF THE NATIONAL EMPLOYMENT LAW PROJECT
ON

PINANCE COMMITTEE PROPOSALS FOR
REDUCING COSTS OF PRDERAL-STATE
UNEMPLOYMENT COMPENSATION PROGRAMS

The National Employment Law Project, Inc. ("Project”) is the
Legal Services Corporation support center that specializes in the
employment and unemployment problems of poor and low-income people.
Unemployment Insurance is one of the Project's principal areas of
concentration.

The Project, on behalf of its clients, opposes the proposed
action of the Finance Committee to reduce costs of the Unemploy-
ment Insurance system for Piscal Year 1980. :

Pirst the Pinance Committee is undercutting the mandate of the
National Commission on Unemployment Insurance which was specifically
charged to study and report on these budget-cutting proposals in
the coming year. Adoption of such major systemic changes prior to
the Commission’s report indicates little concern for their impact on
the unemployed. The Project must underscore this objection due o
the fact that the necessity for the enactment of state legislation
to implement many of these proposals eliminates any possibility for
significant savings in Piscal Year 1980. Thus, there can be no pur-
pose in taking premature action which can seriously undermine the
Une:@loyment Insurance Program during an ever worsening recessionary
period.

Second, the Project would like to briefly comment on the pro~
posed changes.

1) The states will have to disqualify for the duration of
une?loxment persons who voluntarily quit, were discharged for mis-
conduct or who refuse suitable work. These terms are defined
differently by the various states. A total disqualification would,
at the very least, have a disparate impact throughout the unemployed
gopulauon. For example, some states have broader definition of

good cause” for voluntarily quitting, including unsafe working
conditions, employment discrimination; and family circumstances,
while others disqualify these individuals. In addition, while dis-
qualification for a short period may be appropriate where unemploy-
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ment is voluntary, there is a point in a restricted economy where

an individual becomes involuntarily unemployed due to the tight labor
market. Harsh disqualification penalties are tantamount to punish-
ment for being unemployed. Punishment has no place in an insurance
program. An insurance program should disqualify a person only for

as long as the risk against, in this case, unemployment, is the result
of the worker's voluntary action, not due to economic factors out-
side his/her control. The Department of Labor has suggested that a
maximum six-week disqualification be used since that is the maximum
period of unemployment that can be attributed to an individual's
actions. Thereafter, weeks of unemployment are attributable to the
economy or to the difficulties peculiar to an individual job seeker.
This proposal is not consistent with the purpose of the program which
is to provide wage replacement to workers who are unemployed through
no fault of their own.

2) Benefits shall be denied after 13 weeks where a person
refuses a reasonable job offer. This proposal further undermines the
central purpose of the program, “"partial replacement of wages to the
unemployed to enable workers to tide themselves over, until they get
back to their old work or find other employment without having to
resort to relief.” California Dept. of Human Resources Development V.
Java, 402 Us 121, 131-132 (1971). “Other employment® was defined by
the court as “"substantially equivalent employment,” or, in the pro-
gram, as "suitable” work. Only work for which an unemployed person
is suited by education, training and work experience in his or her
usual occupation, skill and health is "suitable.” "Reasonable" work,
as- proposed here, means any job which complies with minimum Federal
wage and health standards. At present, no state requires such a
downward job search after only 13 weeks. In fact, the Emergency Un-
employment Compensation Act of 1974 requires this downward search
only after 39 weeks of unemployment. The value of the program is to
stabilize the labor market as well as preserve the employment and
skills levels of the involuntarily unemployed. This proposal would
serve to defeat the program itself.

3) There would be no payment of benefits where there are pre-
dictable lay-offs from seasonal employment. This proposal is based
on the false assumption that workers can predict and, therefore,
assume the risk of seasonal lay-offs. In fact, although lay-offs
themselves may be predictable, neither their duration nor which in-
dividuals they will effect are predictable. Furthermore, the
affected industries require that their work force be stabilized and
available to work when they are recalled. These workers are out of
work through no fault of their own and they are available for suit-
able work when that work is offered to them. There is no rational
basis for the exclusion of these workers who are in substantially
the same position as other workers eligible for benefits. In addi-
tion, the Department of Labor has found that the administration of
seasonality provisions is difficult and costly. In some cases, it
has been more costly than the benefits.

4) A one-week waiting period would be mandatory. The program
is intended to provide “prompt" replacement of wages. Waiting periods
have existed solely for processing purposes. The trend has been to
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shorten or eliminate them. A mandatory waiting period does not pro-
vide any added incentive to look for work, it merely punishes the
unemployed, particularly the low-income worker, who cannot purchase
the basic necessities of life without income. Low-income workers

live from pay-check to pay-check. It is false to assume that all such
individuals and families can tide themselves over without resort to
welfare or private charity as the present law commands.

5) There would be increased assistance to states who control
error and fraud. This proposal assumes that the unemployed are de-
frauding the system. There is little or no evidence of this. At-
tention in this area must be paid to the delinquency rate of employ-
aers.

6) Elimination of the national trigger program. This program
is fntended to.provide supplemental federal benefits during periods
of high national unemployment which are the result of national
economic factors. Particular industries may suffer nation-wide cut-
bakcs due to economic conditions which have differing effects on the
various states but have similar effects on workers in that industry.
This program accounts for economic factors which are beyond the local
control of employees and employers. The current fuel crisis, for ex-
ample, has led to decreased demand for large American cars. Liter-
ally thousands of persons working the automobile industry are to be
laid off indefinitely. Similarly, plants such as Youngstown Sheet
and Tube in Youngstown, Ohio, are closing down due to foreign conm-
petition. Thousands of workers are being laid.off overnight, with~
out warning. Common sense and equity dictate that persons unem-
ployed throughout the nation for the same economic reasons be treated
alike for purposes of the program.

7) States would be allowed to establish higher triggex levels
for the extended benefit program. The present trigger levels are set
by a percentage increase. in the number of persons receiving unem-
ployment insurance, not by the number of unemployed persons. This
vastly underrates the problem as it is. There is no justification
for eliminating these benefits in a period of increasing unemploymemt.

8) The provision of incentives to federal agencies to contest
improper benefit claims focuses again, on litigation and fraud,
rather than on the central issues of providing for the legitimate
needs of unemployed workers.

9) States would be required to pay interest on funds borrowed
from federal accounts. This proposal may have merit if applied pros-
pectively. However, it should be noted that those states such as
Michigan and Pennsylvania which require the greatest federal assist-
ance do so because they are hardest hit by the recession and may,
therefore, be least able to bear the burden of additional payments.
Bconomic penalties imposed upon the states will be passed on to the
workers of those states "through no fault of their own.*

10) Reduce benefits where the unemployed person is receiving a
pension based on recent employment. The impact of such deductions
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will be especially harsh on poor and low income claimants. While
social security, company pensions and other earned retirement income
are deducted from unemployment insurance under this law, unearned in-
come from dividends on securities, or income from real estate rentals,
etc., is not deducted. Moreover, claimants alike in all respects
except for the receipt of retirement income must be treated different-~
ly under the law.— Finally, it presumes, incorrectly, that receipt of
retirement income is proof of withdrawal from the labor market. Many
workers, forced for health or other reasons, plan nevertheless to
continve working: many poor and low income workers must continue to
work in order to survive. Indeed, the Social Security Act recognizes
this fact by allowing old age insurance recipients to earn supplemen-
tary income. For persons with no additional source of income work is
often a necessity. What is more, the presumption of withdrawal from
the labor force is belied by the many unemployment claimants who, al-
though receiving retirement income, have obtained new jobs. It is
only when terminated from these jobs that they seek benefits. The
National Commission on Employment and Unemployment Statistics speci-
fically rejected the suggestion that older workers be screened out

of labor force data, fearing the"...real risk of excluding many older
workers with ties to the labor market...,"Counting the Labor Force,
Preliminary Draft Report of the National Commission on Employment and
Unemployment Statistics, p. 26 (January, 1979). In sum, retirement
income cannot fairly be deducted from unemployment insurance benefits.

11) Qualifying employment would be required for extended bene-
fits. This proposal again raises the issue of variation in state
definitions of “qualifying employment” and the resulting disparate
impact among the unemployed population as a whole. In particular,
new workers, seasonal workers, and low-income workers, the hardest-hit
population segments in any recession, are the likely exclusions under
either standard of amount of earnings or duration of employment. These
workers are no less committed to their work or desirous of employment.
There is no justification for excluding the largest pool of disad-
vantaged workers from the program.

12) The definition of the Insured Unemployment Rate would be
modified for purposes of the extended benefits trigger proposal. As
indicated above, the insured unemployment rate already underestimates
the unemployment rate and-consequently, the difficulty of finding jobs
in the labor market. Eliminating the long-term unemployed from this
count further distorts the economic reality that increased unemploy-
ment increases the difficulty of finding suitable work. It is for
this reason extended benefits are granted, and, thus all recipients
of benefits must be counted. .

In conclusion, we urge the Pinance Committee to restrain any
action of this kind until the Commission has reported its findings.
It is unconscionable to jeopardize the Unemployment Insurance Program
and the lives of the increasing numbers of unemployed workers in the
namgiotdbudget-cutting where little real monetary benefits can be
realized.
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NAAM

Vice Presidest & Maasger
Industrial Relations October 3, 1979

The Honorable Russell lLong
Chairman, Committee on Finance

217 Russell Senate Office Building
washington, D.C. 20010

Dear Chairman Long:

The National Association of Manufacturers is pleased with
the direction of your Subcommittee on Unemployment and Related
Problems as it explores cost reduction proposals aimed at
restoring the fintegrity of the Federal-State Unemployment
Insurance (UI) system. Chairman Boren is doing an excellent

As the Subcommittee, under your overall guidance, seeks
to reduce costs in the UI system, I would like to draw your
attention to a proposed rule change by the Employment and
Training Administration which could prove the biggest cost
saving step the Federal Government could take.

On June 15, 1979 the Employment and Training Administration
announced in the Federal Register (Volume 44, Number 117, pages
34512-13) a proposed change In the computation of national and
state "on" and "off" indicators for the Extended Benefit program.

Currently, the national Insured Unemployment Rate (IUR) is
determined by combining regular UI claims with extended benefit
¢claims. Thus, the IUR is not an accurate reflection of
unemployment rates throughout the States. The NAM, together
with the Associated Industries of Oklahoma, filed a statement
with your Subcommittee today on this and other cost saving
recommendations.

It is estimated that, had the rule change of eliminating
extended benefit claims from the "on" and "off" indicators
been in effect since 1974, the savings would now have exceeded
$1 billion. Groups on either side of the argument do not dispute
this fact. Yet, the Secretary of Labor recently %stpgnod the
effective date from October 1 to November 1. The eves
the Secretary could postpone the change Indefinitely.
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The most crucial question we feel is: Can the Federal-State
UI programs survive another serious recession with the current
formula for computing national Extended Benefit periods?

I hope that the Subcommittee and the Finance Committee will
take a hard look at this severe problem. The proposed rule
change is necessary if the stability of the UI system is to be

maintained.
We appreciate your efforts and time.
Sincerely,

(e

O

RMH:dab



