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ADMINISTRATION OF STATE UNEMPLOYMENT
COMPENSATION LAWS

WEDNESDAY, APRIL 12, 1930

Coammitree oN Fivance,
UNI1TED STATES SENATE,
Washirgton, D. C.

The committee met in executive session, pursuant (o call, in the
Senate Finance Committee room, at 10:30 a. m., Senator Pat Harrison
(chairman) presiding, | .

The Caairuan. There is before us today for consideration H. R.
5482, to increase the authorization for appropriations for the adminis-
tration of State unemployment-compensation laws. This bill passed
the House on April 10. I have asked Mr. Altmeyer, of the Social
Security Board, to be present and answer any questions submitted by
members of the committee and to give us an explanation of the neces-
sity for this legislation, At this point the bill and the report of the
Ways and Means Committee which accompanied H. R. 5182 will be
placed in the record.

(H. R. 3482, 76th Cong., 13t sess.]

AN AOCT To increase the authoritation for appropeiations for the administration of State unemploymeat
compensation laws

Be it enocled by the Senate and House of Representatives of the United Stales of
America in Congress assembled, That section 301 of the Social Security Act is
amended to read as follows: ) L
. “Sgc, 301. For the purpose of assisling the States in the administeation of
their unemployment compensation laws, there s hereby authorized to be appro-

riated for the fiscal year ending June 30, 1936, the sum of 84,000,000, for each
gual year thereafter up to and {ncluding the fiscal year ending June 30, 1938,
the sum of $49,000,000, and for the fiscal vear ending June 30,-1939, and for each
fiscal year thereafter, the sum of $80, to be used as hereinafter provided.”
Passed the House of Representatives Aprli 10, 1839.

Attest: Sovrr TriNBLE, (Terk.

[H. Rept. No. 348, 76th Cong., Ist seas.]

The Committee on Ways and Means, 10 swvhom was referred the bill ’H. R. 5482)
to increase the authorization for appropriations for the administration of State
unemPonmenbcompensaHOn laws, having had the same under consideration,
report it'back to the House without amendment and recommend that the bill do
pass. .

GENERAL STATEMENT

The Social Security Act provides, in titles 111 and 1X, for a Pederal-State sys-
tem of unemployment compensation. Title IX laya certain taxes on employers
of elght or more individuals and provides that when and if any State passes an
unemployment compensation law and taxes such employers for the purpose of
paring benefits {0 unemployed individuals, the employets may ¢redit the taxes
%a d to such States against the Federal tax up to 90 percent of the Fedesal tax.
Obls leaves '10 percent of the total taxes under title IX In the hands of the Federal

overnment. ‘

1



2 STATE UNEMPLOYMENT COMPENSATION LAWS

Title I11 of the Soclal Security Act provides that, for the purpose of assisting
States in the administration of their unemployment-compensation laws, certain
appropriations shall be made by Congress. The Social 8ecurity Board is author-
ized to grant to the States which have unemployment-compensafion laws anroved
bg the Social SBecurity Board, the total amount which may be necessary to cover
the costs of proper administration. The act as written provides that for each
fiscal year 7(9: 1036 the Congress is authorized to appropriate the sum of
$40,000,000 for this purpose. T : :

At the time the act was written thero was no way of knowing how ra{JIdIy the
States would respond to the incentives so pfovided, by passing unemployment-
comﬁensation laws. Consequently, it was lmpossii:le to predict what amount

t be necessary in future yvears to cover the costs of administering such laws.
The sum of $49,000,000 was probably a reasonable limit on appropriasions for
this purpose during thé initial period.” Howevet, the States have responded very
raplidly, as everyone might have wished, and today every State in the Union has
an unemployment-compensation Jaw and all but two States are actually paying
benefits to unemployed workers—and these other two will begin to pay benefits in

July, . .

'lyhe costs Involved in developing such a {)rogram have thus increased more
rapidly than might have béen anticlpated At the outset. During the fiscal years
1037 and 1938 ¢ necessar‘v appropriations were well within the authorization of
$49,000,000 fixed in the Soclal Security Act. During these years the Siate agencies
were ?adunlly dt\'elopln{. and thelr necessary expenditures increased as their
opetations eﬁx{)gmled. At the gresent time, with all Lut two States actually
myin beénefits, operations are at a level which requires esmduuréa well beyond
fh 48 8008 auorled by, s ol Securty Act. ' bonr s sbcaly
qund - rv to gran ) es for currén ear almos
$19,000,000, and Tt'seegs likely. that approximately $12,000,000 n’;ore will be

* needed £ carry thro}lfh the fourth quarter,  Béginning with the first quarier of
the next fiscal year, All States Will be paying benéfits so that the éxpenditures are
!ik'e‘l‘,'\; t:o be not less than $17,000,000 or $18,000,000 per quarter for the present
ac e, . oo s . . ‘ - .

Information which the Social Security Board has made available indicates that
the cost of administering those State systems which bave been longest in 6peration
was at a maximum during the €irst few months after benefits were first paid. If
this experience Is Indicative of what may be expected in other States, it would scem
that expenditures at the present time are probably as high for all of the States
faken ther as they are likely to be, except as additional functions are required
of the State agenciés. There are some such added functions which must be
provided for. Certain activitiea connected with so-called employers’ merit
ratings are authorized by the Social Secyrity Act but have been undertaken by

the various 8tate sgengcies o ﬁ(co & very limlted extent because of the pressure of

more jmmediate lems. However, inasmuch as the mn{oruy of State laws

{ln;ovlde f:lr mer‘ui ratl sed to' ;ot gqto ppez:tlon‘lnlthg near rofg“r ure, waﬂ}arge t;‘ gg

e annual cost involved in the operation of such a Am n

fneurred in the year 1040, so that the modified n{’ec can be put into effect
in 1041, It will be necessary, t ore, to increase the appropristion for the
coming fiscal {w above the amount required for present operations.

~ Although- the Fedetal Boclal Security Act now exempts certain olssses of
employees from coverage, the tendeuc&dat the present time is to amend the State
acts to include certain of these exempted occupations, Furthermore, many State
unemployment compensation laws have extended covérage to empfoyeu of one
or more, rather than limitlni e‘olveng‘e.to emploien g{ eight. These developments
paturally inerease somewhat the costs of operalion of the State programs.

When consideration is given to these varlous factors, it seems clear that the
total cost of operating the Stato systems may. eve tually reach $80,000,000 per

- year. In order that the Congress may be fn position to make the necessary ap-
proporiations for carrying on '“;?3 jmportant service, it seems both necessary
and advisable at this time to amnend the Bo¢ial Secutity Act to increase the author-
Lzation n title I1I to at :ﬁc,sso.ooo,ooo. N )

. 8uch authorization in the baslc law does not necessatity mean that.this sum will
b¢ igent each year, : The States are regg‘hed to present thelr requests for funds
to the Soelal urry Board and thg rd determines the amougfs which are
actually necessary for the proper and effective operation of the Stgle law,
expericnce shows where économies ¢an be made, and as laws are simplified to
eliminate some of the moré cqmbeh?me and expensive procedures now neeecutgv,

]

expenditures may be expected to flecrease somewhat. The éxperience of t

i



STATE UNEMPLOYMENT COMPENSATION LAWS 3

23 States which have patd benefits since Japuary 1938 justifies this assumption,
For the quarter January 1 to March 31, 1939, the allotment fo these Sfates was
something over a million dollars less than for the corresponding perlod last {ear.
With a few exceptions the States have, in the maln, done a very good job in setting
up and geuing' into operation a system such as unémg: ment comj tion In the
short period of 3 years. In some cases costs are probably stil too high, but, with
the help of the Social SBecurity Board, theso States, too, may be expected to bring
thelr operations in line with the'general experlence. . i . .
It should be pointed out, too, that chepiso,ooo.ooo suggested as a maximum
authorization Is well within anticlpated receigla from the 10 percent of [nyorou
taxes under title IX which will be retained by the Federal Government. ~ The
actual collections, in the year 1937, were over $90,000,000, and the estimate for
1938 is somewhat above that amount. Unless business acih*lly should be much
less in the future than anything we have known in the last § years, collections may
be e;pected to run over $90,000,000 annually, Since the 1 reent retained by
the Federal Government was intended to cover the costs of administration of the
unemployment-compensation system, an authorization of $80,000,000 annual
ap) mpxiaggn is therefore very conservative, ) :
t may be mentioned in pass nfthat during the early years of the English system
costs were regularly well above 10 percent of collections. To be sure, the cover

nsa wss small and coats relatively 1 1 anged from reent fn -
1913 down to ~}’(2).{5 reent in ~23, and were less percent for only 3
years up to 1932. In vie is experience & 10-percent ting cost would
not seem unduly high, a e system as a whole in this country 8 getually operats

Ing well below that levg

£ 3

®,
Ay
4 extfying LAW;,
In eompliance Kith paragra; rule X111 g{'fhe Rules of the Rouse of
Regmentatlves in existing I§w mad4 | o bill shown ag fgllows:
Existing law pj n black eta; new Wuatter

SEc, 301, Fgr t e purpose of assist|

unemploymen§ compensation laws, {] :

for the 1 §ear ending June 30, ) sum X [and]} for gach
fiscal year thefea ﬂe&sth p loa U the. X June 30, 1§35,
the sum of $4§,000,000, ea June 30, 1939, ank for
each fiseal yealthereafier, Bye sum ,0007 to as hercinafter provifled,

d approprj
yremploymant: ition laws?

Mr. ALTMEYER. 34,000,000 the first year and $49,000,008 thereafter.,
The CHAIRMAN. AtN

\ W@t time, how many States hadsfiemployment
compensation laws? : : > 4 S

r. AurMgyER. Only ono—>Wisgogsin, o™ e
The Cmu‘?mn. Sinc'ye'that time, practically all of the States have
enncted laws gnd come into the system? : i C
Mt. Avruever. All of them. = .- - : :
The Craipman. And you are secking for this fiscal year and each
fiscal year thereafter an authorization of $80,000,000? ~ ° ot
Mr. AvTMEYER, Yes, - . ' ‘ S
‘The CaARMAN. Actually, that ‘sum does not .come out of- the
Treasury as a matter of faot, does ft? ° o
Mr. AurMeveR. It comes out of the Treasuty, but it is more than
covered by the 10 percent of the Federal tax under titls IIT which is
retained by the Federal Government. So that the net effect is that
the cost of administration of thess State unemployment compensation
laws does not affect the Treasury position financially, - 1

el s . g



4 STATE UNEMPLOYMENT COMIENSATION LAWS

Senator VaxpeNeerRa. How much does the 10 percent produce? .

Mr. ALTmevER. About $90,000,000.

Senator VANDENBERG. So you think there is a margin of about
$10,000,0007 .

Mr. Avtseven. Yes, sir.

The CuairMaN. And you feel that there should be a margin of
about $10,000,0007

Mr. Autaever. Yes, sir; because there are some Federal expenses
for the Bureau of Internal Revenue and for our Bureau of Unem-
ployment Compensation that must be taken into account, and we
think that that slight margin ought to be retained, because later on—
I am just speculating now—some of these State funds may go broke—~
some of these small sparsely settled States with bad unemployment
experience—and then the question will arise whether the Federal
Government will grant any assistance to them. So that the slight
amount that is acerving to the Federal Treasury now because the 10
pereent of the tax retained by the Treasury exceeds the cost of the
administration of the States, may well be needed to help some of
those States. :

Senator VanpENBERG., What happens, using your expression “wlhen
ghe S‘;ete goes broke—what happens to the whole system in that

tate

Mr., Auvrmever. They either must increase their contribution rates,
reduce their benefit rates, or quit.

Senator VANDENBERG. In which event the workers who made the
contributions lose them?

Mr, Aursever. In only about four or five States now do the em-
ploylees make any contributions. The whole cost is borne by the
employers.

nator VaxpeNBErG, Then the employers would lose what they
had put into this particular fund? )

Mr. Aurasever. What they have put in would have been used up
in benefit payments. .

Senator VaxpeENBerGc. What do you contemplate would happen
in those States?

Mr. AurMeveR, I just started to sgeculate, and probably it is not
properly a part of the record on this bill.

Senator VaxpeNBERG, It is very interesting.

Mr. AurMever. You have to face that eventuality on a State-by-
State system, because in theso smaller States, the coverage is so thin
that the 3-percent contribution may not be sufficient to fmy a:gy ade-
quate system of benefits. And I might say even in the larger States,
your own State of Michigan, with very bad employment experieuce,
might go broke, or a State like West Virginia with a bad coal situation
might go broke, in fact—— . )

nator VANDENBERG (interposing). You mean that the fund goes
broke? You don’t mean that the State goes broke?

Mr. AurMeveR. I mean the fund goes broke. If the employment
curve had not started going up in the latter part of 1938, the West
Virginia fund would have ﬁone broke.

Senator VanpeEnsera. How many States are anywhere near the
danger line? ,

r. AurmevER, There are none of them near the danger line now,
because the drain on the lun1 declined, and their collections at the
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present moment are in excess of their current payments. ] just
mentioned that as an eventuality for the future so that I would not
be so much concerned about any slight excess that the Government
may be getting under title 111, because the 10 percent retained by the
Federal Government upon this year or next year would be in excess
of the grants to the States to cover their costs of administration.

The Chairman, I may say for the benefit of those gentlemen who
came in after a preliminary statement was made, that we have before
us a bill that has passed the House increasing the authorization from
$49,000,000 to $80,000,000 for the administration of State unemploy-
ment compensation laws. The $80,000,000 is well within the receipts
from the 10 Eercent of the pa -roll taxes under the act which will
be retained by the Federal Government. In explanation of this
bill, Mr. Altmeyer states that when wo passed the original Social
Security Act, it carried an authorization the first year of only $4,-
000,000 for the administration of unemployment compensation, and
each succeeding year, $49,000,000, and at that time there was only
one S‘sate which had unemployment insurance. That is correct, is
it not

Mr. AvtmevER. Yes, sir.

The CHamrMaN. And now all the States have these Inws?

Mr. Avrmever. Yes, sir. .

The CuairMan. So it is necessary to have the increased authoriza-
tion for that reason.

Senator VanpeNBERG. This seems to be retroactive, Doctor.
Does that mean there has been a deficit in the previous years?

Mr. Autueyer. It isnot intended to be retroactive, It isintended
to be effective immediately to cover the present fiscal year.

Senator VANDENBERG. It reads: “For each fiscal year after June
30, 1936, the sum of $49,000,000 is authorized.” Is that the exist-
ing authorization?

r. ALTMEYER. Yes. )

The CualrMAN, So that up to June 30, 1938, the situation remains
as previously fixed by statute?

Mr. ALTMEYER. Yes, sir. )

Senator Kina. Are you sure that that would be the interpretation
placed upon that language?

Mr. AutuevER. Yes, sir, ]

Senator Kina, In other words, the new authorization begins the
first of next July?

Mr. AutMEYER. The new authorization begins for the present fiscal
m. It would be applicable to the present fiscal year, as the language

S,

Senator VanpENBERG. What is the balance in that fund at the
present time? .

Mr. Avrueves, There is practically no balance, and that is the
situation that I want to describe to_you. This $49,000,000 top
authorization has now been reached. There was an appropriation in
the last year’s Indepondent Offices appropriation bill o? $40,000,000
and an additional a%propriauon of $9,000,000 in the first deficioncy bill
of this year, which brings the total amount to the top of $49,000,000.
That Is just sufficient to cover the April 15 and May 1 pay rolls of these
State agencies; in other words, they will not be able t¢ meet their
May 15 pay roll,
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Senator Kixa. Thera must bo a voritable army, then, of employces.
"I would like to know wlicro this $40,000,000 has gono, amd wliero this

$80,000,000 is to go. It secems to ho an oxorbitant sum,

Mr., Arvmurver. With a Nation-wide unemployment insuranco
system 1now in effect, covering 27,000,000 workens, the benelits that
wore paid out last year amounted to $394,000,000. Thoe henefita in
future years may well bo in excess of that amount for tho reasen that
there were only 23 States in full operation during the lnst calondar
year. Now, all States oxcept two are actually paying benefits, and
those two, iflinois and Montana, will start paying benefita on July 1
of this yenr. 8o as 1 say, the benefit pnyments this year and tho
succecding years will probably be in excess of the henelit ‘mymon(s
Iast year.  As a matler of fact, they have been running at the rate of
about $10,000,000 n weok.

Senator Kina. Payments for unemployment?

Mr. Avrueven. Unemployed workers, and that covers about
1,000,000 workers that are actually roceiving benefits ourrently.

Scnator Vanpenoera., Then is my caleulaton correct that it costs
about 12} percent to administer the distribution of $400,000,000?

Mr, Aveseven, No, sir.  The Social Security Board felt that it
was tho intent of Congress that the cast of administration should not
exceed this 10 percent, and it thereforo advised tho States that it
would regard tho 10 pereent ns the maximum reasonablo cost of
administration. Accordingly in scanning these budgets which the
States submit, and inci(lontal]{ they aro required to submnit line-item
budgets just the same as the udﬁcls that wo submit to tho Appro.
priations Committees of the two Houses, we have heen able to scale
down their administrative expenses month by month. In the fimt
months, before thoy got shaken down, tho cost of administration was
necessarily higher becauso they had not been shaken down; and, see-
ondly, because they had been confronted with a mass of claims in
January 1038.

Senator CoxvarLy. Doctor, may I ask you a question there?

Mr, AvTaever. Yes, sir,

Senator Coxnarvy, Do we pay all of the expenses of State ad-
ministration?

Mr. Avtaever. Yes, sir,

Senator CoxnaLLy, Doesn't that stimulate them to be wasteful?

" Mr. Autsever, It is a somowhat anomalous situation.

Senator CoxyALLY. I do not think that we did right in doing that.
The{' have noincentive to cut down. Thoy fill up the pay roll, They
do all of the appointing of all of t}u}’]obs and we pay all of the expenses,

Senator Jouxsox of Colorado. But the money is collected from the
States. 1 do not know why we should ndt pay it, inasmuch as that
was the contract that Congress mado with the States when they passed
thislaw. \What excuse have we now for abrogatmf our contract with
the States? 1t all comes right out of the States, from the employers
and employees of tho States,

Senator Kixa. Where does this $49,000,000 and the $80,000,000
come from?

.. Senator Jonnsox (Colorado). It comes from the States and part of
it is given back to them.

Senator ConnarLy. 1s that cTrect, Doctor?
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Mr, Auraryen, The gituation is this, under title IX of the Social
Security Act, there Is o uniform Federnl tax lovied on pay rolly. It is
3 poreent.  Against that uniform 3 percent tax, the employers are
lx\rmilu‘d to offsct up to 40 percent thoreof, any contributions they
iave made into o State uuemplumcnt compensation lnw that meots
the standnrds laid down by the Soelal Sceurity Act, so that in cffect
the Federal Government receives a net 10 percent, or three-tenths of
1 percent measured on the pay roll instead of the full 3 pereont
measured on tho pay roll. “I'hat three-tenths of 1 percent hus amounted
to {I{?(l(l}lt $00,000,000 a year since the tax went into effect on January
“ : .

Senator Connarny. We incur o lot of expense in the collecting of
that tax, do we not?

Mr. Arvmeven, Yes; the Bureau of Internal Rovenue incurs somé
expense, and our Bureau of Unemployment is necessarily under some
eX[ICNRO.

Scnator Davis, You are wllcrtim;, as I understood you to say,
$980,000,000, and here you are asking for un sppropriation of $50,000,-
000. Is that reserve of $10,000,000 suflicient to carry on?

Mr. Avtmeyen, We do not expect to ask the Appropriations Com-
mittee for tho $80,000,000. We are suggesting $80,000,000 ns the
reasonable amount that we will be able to stay within indefinitely, but
it still leaves $10,000,000 to protect the I'ederal Government against
any net cost to the Federal Government due to the operation of these
State uncmployment compensation laws,

The Cuarsiax. How much did you request last year, for instance,
of the Appropriations Committeo? )

Mr. Autmryer. I forget what it was last year, but this year wo
asked for $74,000,000.

Senntor Vanprnnera. Lot me get back to the calculation that I
put up to you a little while ago, If you paid out $394,000,000 in ben-
efits, and it cost you $49,000,000 Lo administer the payments, why is
that not 12} percent of administration cost?

Mr. Auvrueyer. For this reason, sir, that there were only 23 States
that were paying benefits, so you cannot a&ply the total cost of admin-
istration of the 51 jurisdictions to the bene g)nymentsm the 23 States.

Senator VANDENBERG. Suyposo all of the States were paying benefits
as they will next year, will they not?

Mr. AurMever. Yes, sir. L

S?enator Vanpensere, How much is it estimated that they will pay
out .

Mr. AutuevER. They are paying out now at the rate of $10,000,000
a week of benefits.

Senator Vanoexsere, That would be $520,000,0007

Mr. AutMEevEs. Yes, sir, .

Senator VanpeEnsere. How much are you going to ask for to
administer it? o

Mr. AuTMEYER. As I sald a moment ago, we asked for, as I said,
$74,000,000, but we have been able to scale that down, so we are
going to ask for $12,000,000 or $13,000,000 more than we have
glre:idy received, which would make it $62,000,000 for this present

scal year, )
. . Senator VANDENBERG, That is close to 12 percent, is it not,.on
$520,000,0007 . .
141080—39——3
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Mr. AvtuevER, Yes; those figures worked out that way, but we
do not know whether it will be $520,000,000. It may be more and
it may be less, When I mentioned this 10 gercent, 1 should like to
say this, that I was referring to the contribution collections in the
States, and measured on the contributions colleoted, the cost of
administration of the State unemployment compensation laws now
is O percent. It has been progressively reduced. It was something
over 10 percent, and we have scaled it down to 9 percent.

To give you some basis of comparison, I might say that under the
British unemployment insurance law, which went into effect in 1912,
it took 26 percent of the collections to administer the law in tho first
year, and it was not until 1922 that Great Britain was able to get down
to 10 percent cost of administration, and it was not until 1932, 20
years after that, that it was able to stay below 10 percent. So taking
mto consideration that in Great Britain you have a smaller country
with a simpler pattern of benefits, the 8-percent cost of administration
that we have been ablo to achieve in this counl?' in the few months
that we have been in operation, does seem to be reasonable, but I
think that we can still make improvement in administration and cut
the cost of administration.

Senator VaNDENBERG, Does each State decide for itself in the
ﬁl?t l?nstanco what its budget is, and then pass the budget to you for
okay

Mr. AuTmever. We have 12 regional offices.  We have a represent-
ative from the regional offico go over these budgets as they are being
prelpared by the State agency, and discuss the items that aro being
included therein. Then it is sent into Washington for final review
before it is presented to the Board. That is a line-item budget,

Senator VaANpENBERG, How many employees all told, does it take
throughout the States to administer title III?

Mr. Avraever. I think including temporary employees—and there
are a great many temporary employees in these early months—be-
cause we encouraged the employment of temporary employees rather
than putting permanent employees on—I think it runs around 35,000.

Senator Davis. That is in the United States?

Mr. ALTMEYER. Yes, sir; in all of the States. .

Senator Byrp. How many have you here at Washington?

Mr. AurMeveR. In that Bureau?

Senator Byrp. Yes.

Mr. AuTMeEYER., Maybe about 350.

Senator Byrp. How many have you in the whole set-up?

Mr. ALTMEvER. In the whole Social Security Board, there are
0,600. At one time we had 10,500, and we have been able to reduce
that number by 1,000.

Senator Byrp. In Washmiton?

Mr. ALtMever. At Washington and Baltimore and in the field.
You see, we have five or six buildings in Washington, and a very large
warchouse building in Baltimore where the central records are kept
for the old-age insurance system. .

Senator Byro. What is the average of the salaries of these 35,000
in the States? .

Senator VANDENBERG. And who fixes those salaries? .

Mr. Autaever. 1 have not:those figures before me, but I will
insert it in the record. o
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Senator Byro. I wonder, if it is not too voluminous, Mr. Chairman,
but 1 would like to see included in the record the list 'of these salaries
in excess of $3,000 with the names.

Mr. AvtMEYER. In the States?

Senator Byup. In the States.

The Cuairsan. Can you get that?

Mr. Aumaever. 1 think we could, but it might require sending out
to the States for the nnmes.  Wo have the salaries, probably, but we
would not have the names of the recipients.

Senator Byrp. In addition to that, state how much is spent in each
State, and what the benefit payments have been in cach State, and the
ratio of cost in each State.

Mr. AvtmevER. Yes, sir.

(The material requested is as follows:)

TaBLE L.—Number of personnel receiving more than $3,000 per annum, and arerage
talary rate, by Stales (as of July 1938)

;
: Averagean- ! ‘a ’Ar«m an-
State n’:ﬂnﬂ“ nualsalury | State Yerronper | Duslsat
. aver oo} e luy ’ [ &ver dn000, rate, tot ;
— J . i | personne
Alalama.....ceennnen.. ¢ s | Neteaka L. 1 81449
Alssks. 2543 1t Nevala.. ..., 4 2,(09
il N ,Ilnm’['r e i" |2
, & H ¢T5E 9
38 1333 /I New Mexico. 2 , 628
1.507 {i *New Yeqk.. I , 358
I 1.392 ¢ *North Carclina.. 1" . 308
b S el I
iz?ﬂ ‘ Olshtina 3 41
8 eRoD 3
2 1,812 4 'l”ﬂulsK yivania 9 ,523
® 1% ; *Rtode 1uiand. i 242
1,588 || *South Carvlina [] , 81
1 L43 |t South Dakota { , 701
B, eXAN. 3
AR I
3 b cromil. J
1.219 |{ *Virrinis. . 4 , 244
L3 Wahingto 3 L &01
3 1265 t *West Virgin 3 L3458
g o1 23 1.213 1] *Wisconsin 1] , 394
*\Minnescis. . . l 2408 i1 Wyoming.......coeuen..n 2 , 704
*Miekeipg - L ! . ve
Mksour 1 1 1,632 | United Stater. . ... 837 L33
Montar | 1 1843
i i

*Indicates Sistes paging benefits doring July 1938,
1 INes not include f’" iem oF part-time personnel.
3 N'o erogicyee receives over $3.000.
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TasLe Il.—Erpenditures estimaled 3{901 the fiscal year 1938-39 and cumulatice
?:mﬂ paymenls to Mar. 31, 1939, under State unemploymen! compensalion
ws

Estimated Cumulative benefit paymeats
expenditases Mur' 31, 169
Julyl.lm
to Jupe 30,
1939 Awmount
$718, 803 $2,245,231. 12
44,004 o, 852.00
292,888 2,332,490.76
m.l;a 395,616, 84
4,319,876 33,435,924 83
42,059 834,32 41
1,448,976 13,909, 218.9?
220,005 216.081.72
492,395 211,878 10
p e
il aho s
1,710,732 eeeosnss. cesvaeae
i 700483
. gnm 93, 501.88
43, 400 934, 319,00
827,64 323,050 20
3,322 002, 279. 20
1064, 320 974138.23
3,849, 500 &.mw
3904 18 &W
1,843,161 581318
32,319 $4.719.52
l.ﬁ;:‘li 133, 57498
Mt 84,7104
175,633 MI.WL&
M;g 310,348
2,24, 4,237,808 1
202,75 $7,570.13
2.878 110,000, 834, 80
1,289, . 9,718.604.84
N s
60,714 nl.mwtg
a}& 1.56?!!
7,%7, U N7
10,821 10, 482, 661,
563, 30! 1,120, 363,
8, 182 319.
2 1A
300, 3 mﬁ
224,834 1,93, 979,
=5 A
1,28 laus.o?&sa
1,199,785 | July 1836.. 1A AT
182,244 | Janoary 109.... 384,072,908

L The estlma! aditures for Lhe fiscal year 1909 totalin; 409,808 sce to be lfromop;:g«hmu
teceived undr:aggﬁmthwyw lmtuﬁcmm&&*gdmmmmﬁmm amount
of $3,502,005 brought forward from the fiscal year 1933,
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Taere IlL.—Ratio of afcndiluru Jor the administration of Stale unemployment
compensation lavs for the third quarler of { year 1933-39 to arerage quarterly
collections for the period Mar, 1, 1938, to Feb. 28, 1939

Average quar- i bt of ex-
Thlrd quarter | 121 ,‘,fﬁ'& penditares to
State grpendituss | perlod Yior 1, | aTeraxe quas-
1928, ta Feh. eanaet*oas
23,1439 g
$170.167 $1,412,483 (113
e Hher S
63,131 S14, 417 13
101, 130 212,047 1)
1,068 992 13,600, 311 7.
L] Kmmon X
NN $33.628 Y
hEl me g
218071 20219 (1Y
34,610 452,203 8
63,23 438,023 n
17, ®1 18,108 87 i.
1113 4503, 883 I
166,744 1,983, 353 s
135668 1, 444,085 [
2410 1,934, 454 1L
192,302 1,958 363 9.
s #0211 )
28 2,972,834 [
91821 9,2)8, 619 [
hy§i 9,62 514 s
3 B i
L0 872321 [
Sin 8§30, 643 &
108 152 92,95 10,
Qs 2K 403 n
14483 (3.7 i
638672 7,579,803 -3
il wE U
38,900 2,514,268 i
427133 0,38 1y
818813 12,564, 537 'y
mnl ras 0
|§azg wesii l{
131,451 12&%‘ 17
Jh S iy
hE e f
:’l”'g dﬁﬁi I{
sim| ) 4
9,188 mgﬁ "
Tota).o..ioemenrnianransen PP 15,633, 448 194, 444,358 8.08

- Senator VANDENBERG. You can answer the question who fixes
these salaries. .

Mr, Avrueven, Yes, -

Senator Vanpensera., Who does that? |
* Mr. Avruever, That is a problem that will come before this com-
mittee in connection with the recommendations that we have made
for changes in the Social Seburity Act. It came u? last apring before
a subcommittes headed by Senator Walsh. In title III of the Social
Seoqnt( Act, which is the_title that makes grants to the States for
unemployment compensation administration, there is a provision
that reads that the State aienoy shall establish “such methods of
administration (othor than those relating to the selection, tenure of
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office, and compensation of personnel) as are found by the Social
Security Board to be reasonably calculated to insure full payment of
unemployment compensation when due.” That parenthetical expres-
sion ““(other than those relating to the selection, tenure of office, and
compensation of personnel)’ is an anomaly when taken in connection
with the basio standard that “the methods of administration must be
reasonably calculated to insure the full payment of unemployment
compensation when due” and when compared with other language
which says that we shall make grants only to cover the proper cost of
administration, because it is absolulélf impossible to have proper
administration without proper personnel. )
. Soin an attempt to reconcile the apparent anomaly or inconsistency
in the language of the law as it now stands, we have said that we
have no jurisdiction whatsoever over the selection, tenure of office,
and compensation of individual employees. However, we do beliove
that proper administration requires the setting up of reasonable
objective standards for the selection of personnel, and following that
policy, the States have in the case of about 41 jurisdictions, adopted
merit systems of one sort or another, not entirely satisfactorf', but
nevertheless an approach to a systematio sdvstem of personnel selection
- Senator VanpENBERG. Then, as I understand your answer, the
seale ofo salaries is not standardized but is fixed by each State; is that
correct? . ,

Mr. AutMEYER, Yes; except that we do exercise influence to keep
the scale in accordance with the payment of similar personnel in other
State agencies within that State, but, as Senator Connally mentioned
a few minutes ago, it iz a somewhat anomalous situation in that the
Federal Government should pay 100 percent of the cost of adminis-
tration for a State operation. .

Senator Jornson of Colorado, Mr, Altmeyer, may 1 ask you this
question? Can you break down and separate the State employees
who are paid with Federal funds and the Federal employees who are
paid with Federal funds? You have both in the regional offices?

Mr, Autsever. No, sir, . .

Senator Jonnson of Colorado. In the regional offices and in the
headquarters here, there are many divisions in the Social Security
Departments. Unemployment is only one of them? )

Mr. AurMever. Yes, . . :

. Senator Jonnson of Colorado. And I think that we will beinterested
in knowing whether or not a part of this $80,000,000 is being paid to
carry some other division, whether lv‘ou have it all segregated and have
it allocated as it should bo, and whether the unemf)loyment division
is carrying more than its burden or not in the Social Security Dopart-
ments. Can youshow that?

Mr, AutMeYER. I do not think you need to worry about that
because we get a specific ap})ropnauon for grants to the States, a_mi
we cannot use that money for any other purposé except in making
these grants to the States for unemployment administration,

~8¢nator Byrp. Could the grants not be used by the States for

administration expenses after the money goes to them? S

':=:Mi;;= ‘.?Aummrsn. You mean of this $80,000,000 that we are sug-

geating?: : S . e
Senator Bynp. Yes. v

. Mr. Autueyer. The money is intended solely for the administra-

tion of State unemployment conjpensation laws,
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Sonator JounsoN of Colorado. That does not all go to the States?

Mr. Arutmever. Yes; it does. .

Senator JounsoN of Colorado. Does not some of it go to your
regional offices?

Mr. AvtMEYER. No, sir. .

Senator Jounson of Colorado. All of it goes to the State?

Mr. Auruever, Yes, sir, | .

Senator ConnaLLy. Is this fund that you use in Bart to pay these
unemployment agents in connection with the Labor Department?

Mr. Autsever. The Employment Service; yes, sir. .

Senator ConnALry. The Employment Service under the existing
law is a sort of a hybrid outfit, is it not?

Mr. ALTMEYER. Yes.

Senator ConnaLLy. The Labor Department pays some of the cost
and you pay some of the cost?

Mr, AvrMeveR, Yes, . .

Senator CoNNaLLy. And it comes out of this $80,000,000?

Mr. ALTMEYER, Yes.

Senator Kina. Why should you pay any part of that?

Mr. Avtieyer. Because the Social Security Act requires that the
State law shall provide for the payment of unemployment-compensa-
tion benefits through public employment offices or through such other
agencies as the ial Security Board may approve. We have
never approved of any other agency, and we think it would be unwise
to approve of any other agency through which to pay benefits, because
it is most important that thess unemployed workers shall be kept in
touch with qmgloyment opportunities and shall be referred to jobs
that are available, not only for their own sake, because the benefits
are much smaller than the wages they might earn on jobs, but in
order to protect the fund against the payment of benefits to workers
for whom jobs could be found. . .

Senator GErRY. Dr. Altmeyer, how much does it cost the Federal
QGovernment to administer this unemployment insurance besides the
amount you are givinﬁ the States? .

Mr. AutmeveR. I have not those figures. I would estimate off-
hand, probably about $3,750,000 for our Bureau of Unemployment
Compensation and the Bureau of Internal Revenue, both,

Senator Byrp. When a grant is made to the States, for example,
for old-age pensions, can any part of that Lenefit be used by the
States for administration costs?

Mr. AuvTMEYER. Yes, sir L

Senator Byrp. Have ﬁ)u any figures on how much of that is being
used for overhead costs in the States?

Mr. Avrueyer. Under the old-age assistance law, which is title I
of the Social Security Act, it provides that the Social Security Board
shall make grants to the States to cover the 50 percent of the cost of
g:cymg old-age assistance, and then it provides that to that sum the

ecretary of the Treasury shall add 6 percent which may be used
either for the payment of assistance or for the payment of adminis-
trative costs. . :
" Senator Brrp, But you stated a few minutes ago that no parts of
the grants were used for administration costs that were paid by the
Fedoral Qovernment?
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Mr. AutmEeveR: Which grants?

Senator ConnatLy. He is talking about this particular grant.

Senator Byro. What I am trying to get at is what control has the
Federal Government got ovor the States when the money is given
to the States for grants for old-age pensions, that that money is not
used for overhead expenses?’

Mr. AurMever. We have this control, that our auditors check over
all of the payments.

Senator Byrp. I understand that, but have you figures to show
how much of it is fomg for overhead and how much of it is going to the
people who actually get the pensions?

Mr, Aurueyer, None of the grant that we make to the States,
except this flat 5 percent which 1s added on by tho Secretary of the
Treasury, is used for administrative costs, and our auditors check
ovler all of the payments to the States to make certain that is used
only——

b{anator Byrp (interposing). If the State draws on the basis of $5 a
month for old-age pension, that grant has all got to go to the people
who receive the payments? :

Mr. ALTMEYER. Yes, sir,

Senator Byrp. And the only part of that would be the 5 percent?

Mr. ALTMEYER. Yes, .

Senator VanpeNnsERO. I understand ?you to say that you are going
to do this job with $62,000,000 this year

Mr. ALTMEYER. Yes, sir.

Senator VanpeNBERG. Then why authorize $80,000,0007

Mr. AurMEYER. Except that this is a continuing matter, and we
expect noxt year that it will be more than $62,000,000.

nator VANDENBERG. How much do you think it will be next year?

Mr. ALtsever, We think that it may be as much as $76,000,000.

Senator Kina. A jump from $62,000,000 to $76,000,0007

Mr. AvtmeEYER, Yes.

Senator Kina. Why? o

r. ALTMEYER, Because Illinois which is a large State, and Mon-
tana will be in full operation by July 1939, and then %econ(ilv, because
in 1940, the States will be obliged to begin to put in effect what
is known as experience rating, whereby emplovers with favorable
employment insurance are given credit and employers with very bad
employment experience are charged with & debit. That is an unusual
item of expense that will come into operation next year, and will not
be so costly in subsequent years. We think that as a long-run prop-
osition that the costs will prebably run around $72,000,000.

Senator VANDENBERQ. you figuring any expansion in coverage
as adding to the expenses? : . .

- 'Mr, Aurmever. Noj; it is not figuring any expansion of coverage.

Senator VANDENBERG. You are recommending an expansion of
coverage? ‘ .

Mr. AurMever. Yes, sir . ‘

Senator Vanpensera, Does that proportionately increass the ex-
pense of operation? ! '

~ Mr. AvvMEYER. Somewhat, but not in proportion.to the expanded
coverage, because you already have the administrative set-up...
. Senator VanpENBERG. On the other hand, you will -be ploneering
in many of these fields, and won‘t you have pioneering expense?



STATE UNEMPLOYMENT COMPENSATION LAWS 15

Mr. AvTmever, Yes; when you coverr domestic workers and agri-
cultural workers, you have special problems. ) .

Senator VaxpENBERG. So this figure of $80,000,000 will probably
have to be revised anyway, if you get your expansion of coverago?

Mr. AurmeYer. It might be.

Senator Vanpensere. So I do not see why you do not tske the
authorization needed for this year and see what happens with the
expanded coverage.

he CHatemaN, The question of just what amount is to be ap-
propriated is up to the Appropriations Committee,

Mr. ALTMEYER. Yes, sir. .

The Cuatruan. And you want to have the legal backing behind
you for whatever you require from the Appropnations Committee?

Mr. ALTMEYER, Yes, sir.

Senator Kine. Have the States exhibited any attitude toward
economy, or do they desire to employ what any practical business-
m?n.wguld conceive to be too many employees and pay too high
salaries

Mr. Avtmever. Well, I would say on the whole that they have
cooperated very well. There is that danger when the Federal Gov-
ernment is paying 100 percent of the salaries and other expenses, to
not be so careful. o . .

Senator JonnsoN of Colorado. Yes; but you authorize their expend-
itures, you authorize every position, and while perhaps outwardly
you do not state the salaries, in reality you do. You put limits on
them, you control them. You do in my State, I know. :

Mr. AvrmEevER, Isayon the whole the States have been reasonable.

Senator Kina, Those were questions that were propounded by the
Senator. I would like to have you answer them. .

Senator Johnson of Colorado. They were not exactly questions,
They were statements, and he does not deny them,

Senator King. I will put them in interrogative form. You fix the
salaries, don't you? .

Mr. AutMEYER. We raise a question about it, we object if a State
persists in paying salaries that were out of line with the salaries paid
comparable positions elsewhere in other State agencies. .

Senator VanpENBERG. How would you enforce your objections?

Mr. AutMeYER. Wo have never been put to the test. In view of
that parenthetical language, if it came to a legal test, there may be
some question., .

Senator ConnaLLy. Don't you think you ought to have authority
to prescribe these things and say ““We require some sort of a qualifying
standard for these people’?

Mr. ALTMEYER. Yes, sir. .

Senator CoNNaLLY. And exercise some control, more direct than
you have now, over salaries? .

Mr. AvtaEveR. Yes, sir; we think so,

Senator ConNALLY, Because when it i3 somebody else’s money,
and a State machine is in control of all of the appointments, it is &

eat temptation to increasoe the salaries, increase the number and
ower the standards of the appointees, because some State senator or
répresentative has a man that he wants for a job. He then goes over
and puts him on whether he is qualified or not. It seems to me that
we ought to amend this law, and in your other bill—there is a general
bill coming in?
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Mr, AvtMEYER. Yes, sir. .

Senator ConvaLLy. Have you done something about that?

Mr. AvrMeYER. We have recommended definitely that that paren-
thetical expression be changed to a positive statement that the methods
of administration shall include a systematic method for the selection
of the personnel on a merit basie. .

Senator CoNNALLY. You ought to have authority to approve it or
disafprove it. We ought to give you statutory power.

Mr. Avruever. We do not think we ou%ht to have the authority
to pass upon John Jones or Mary Smith, but we do think that the
States should be required as a part of proper methods of adminis-
tration to set up a systematic merit system with reasonable objective
standards. ‘ .

Senator Crark. The very thing happened in my State that Senator
Connally was talking about. And it was absolutely impossible for
the system to function for a while. .

Senator CoxnNaLLy. Why shouldn’t you have the authont{iﬁto say
that Bill Jones did not pass an examination and was not qualified?

Mr. Avruever. If we found that they were not conformmito. their
own merif system, certainly; but they should not have to submit the
qualifications of hiary Smith or Bill Jones to us. Al that they should
be required is to set up a systematic merit system and observe it.

Senator ConNaLLY. Sure, But in order to see whether they ob-
served it or not, you might be required to investigate particular cases.
Here is a follow that has been put on in defiance of this act, he has no
qualifications, and he is being overpaid. I am strong for the States
having all of the authority, but when we give them the money, it is
our responsibility, and the Fedoral Government should have the right
to hold down the salaries.

S Sem;tor Byro. Is there much variation in salaries between the
tates :

Mr. AvrMever. Yes, sir; there is some. .

Senator Byro. You think now that you have not the authority to
éequlrg standard salaries for doing the same work in the different

tates

Mr. AvtuEYER. It is quite doubtful whether we have that authority.
Furthermore, if we have that authority, I do not think it would
groper for us to lay down a uniform standard for the whole United

tates,

Senator ConNaALLY. You do that with your own employees?

Mr., AvTMEYER. Yes, sir; but they are Federal employees. .

Senator CLARk, Theso others are paid by the Federal Government?

Mr, AvtuevER, Yes; but they are actually State emé)goyees. You
take down in a certain State that is represented by a Senator who is
on the Appropriations Committee, he raises the proper question, “‘Are
you permitting the payment, of salaries in excéss of the salaries paid
other State emploYees holding comparable positions?”’ If we laid
down & uniform salary scale, it would be too high in that particular
State, and perhaps too low in another State. It would affect the
morale of State employees generally and be bad.

Senator Kina. It seems to me it would be very improper to apply
a uniform rule. Take the State of New York, there, their salaries
are very high for the county and State employees, much higher than
in most other States. I should\believe that it would be very unjust
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to take some of the other States, some of the Southern States, and
some of the Western States and compel them to pay the same salarics
there that aro paid in New York, because going into private life, you
could get employees, stenographers, and accountants, and others, for
very much less than they are pn_vinﬁ in New York. 1 do not see why
the State there should be compelled to pay higher salarics than com-
Yarable work in the State, because New York pays the higher salaries.

f you did that, you would creato a vast amount of trouble there, be-
causo the other State employees and other employees would insist on
having higher wages too.

Senator Crark. That works just as well the other way, Senator.
People in Utah, Missouri, Virginia, and Iowa who pay Fet_ferql taxes
are, as Federal taxpayers, being taxed to pay higher salaries in New
York for doing_the verfv same work that is being paid to people in
Towe, and with Federal funds being used for that purpose, and it seems
to me that it is discrimination against those States.

Senator JounsoN of Colorado. It seems to me that you are over-
looking the important feature of this law, and that is that this law is
set up differently from any otler law or any administration that
we have in the United States. It is set up on a State basis. The
States were coerced and com%elled to set up unemployment insurance
departmonts in order to get their 90-percent credit, and you have told
them to do that, and you have compelled them to set these offices
up, and the money is sll collected from them, and you give them 90
Percent back as a credit, and you take the other 10 percent and use it

or administration, It is all the States’ money.

Senator CLARK. As a matter of fact, the States collect it and send
it down here. The 10 percent as well as the 00 percent. They are
given credit for the 90 percent, and they get the 10 percent back for
administration. :

Senator JornsoN of Colorado. It is entirely different from other
departments of government. You cannot compare it with any other
get-up that you have in the United States, because it is entirely differ-
ent and on a different basis,

Senator Kinag. As far as I am concerned, T would like to see the
States have as much control as possible—it is a State affair—and the
Federal Government have more limited authority.

Senator VanbeNsera. Doctor, you want to hold down thess State
expenses as much as you can?

fr. ALMEYER. Yes, sir,

Senator VaNDENBERG., And you are largely dependent upon moral
suasion, as a matter of fact?

Mr. ALTaEYER. Yes, sir,

Senator VanpENBERG. Why would it not be to your advantage as
s mattor of moral suasion to have the authorizetion a little closer to
your actual expenditure than to have all of this latitude? I should
think that you would be much better off with your various States if
you had an authorization of $70,000,000. )

Mr. ALTMEYER. -‘The trouble is this—if i‘m fix it too close to what
we need this year, then we will run into the situation where we may
run short in the middle of the next congressionsl session again, prob-
ably, Then we would have to come in as an emergency proposition
and it is unsatisfactory from that standpoint. As long as it is well
within the 10 percent net collections as it is; and as long as the Appro-



18 STATE UNEMPLOYMENT COMPENSATION LAWS

priations Committee of both Houscs have to pass upon the estimates
that we submit, I recommend that you allow some leoway there so
that wo do not have to bother you in the middle of the next congres-
sional session, because we have reached the top of the authorization.

Senator VANpENBERG, Might it not work the other waf, that if

ou reached the top of the suthorization, you might stop there for a

ew morents and catch your breath?

Mr. Avrmever. Well, as I say, if the records showed that we had
not made progressive reduction under the present plan, then I think
that your fears would have greater foundation, but we can demon-
strate on the present record that wo have brought about a progressive
reduction in State administrative expenses.

Senator VanpeNnERo. Well, you need $062,000,000 this year?

Mr. Auraeyer. Yes, sir; and probably $76,000,000 next year.

Senator VanpeNBERG., And you need $76,000,000 next year pro-
vided you do not expand the coverago?

Mr. Autmever. Yes.

Senator VanbeNBERG., And if you expand the coverage, you need
more than $76,000,000 next year .

Mr. Autveyer. Perhaps so, but I would hope to still stay within
the $80,000,000.

Senator Kixa. You are not recommending increasing the coverago?

Mr. AutMEYER. Yes,

The CHarumay. As a matter of fact, the Ways and Means Com-
mitteo of the House for wecks lias been having public learings with
reference to a number of suggestions and recommendations which the
Board has made; they have finished their hearings and ure beginnin
to draft a bill now in execulive session, but this is a matter, as
understand it, that is separate and distinct from the matters being
considered by the Ways and Means Committeo, What are the
necessities that call for immediate action on this legistation?

Mr. AurMeysr. Because the $49,000,000 which is the present appro-
priation will be exhausted after the salaries are paid for the period
ending April 30. ,

Senator VANDENBERQ, Suppose that you had stayed inside of the
$49,000,000, what would it liave done to the systom?

Mr. Autssever. It would have broken it down.

Senator VanpENBERG., Why?

Mr. AvtmeEvER. Because they could not have paid the benefits
promptly.

Senator Herring. YWhat would the States have said to you after
they had sent you the money for that purpose?

Mr. AurmMeyer. That we had broken faith with them,

Senator ConnaLny. I think you ought to have your $80,000,000
suthorization, because the only thing that we are doing is to make
the authorization. If we authorize $80,000,000, it does not necessarily
meagot)hat the Appropriations Committeo is going to give you $30,-

000 .

The Chairman. The Appropriations Committee would have to
pass on that.

Senator Kina: As I understand the testimony up to date, the con-
tention is that the State pays all of the expenses of this entire systom.
As I understand it, it is not trus and I would like to have a balance
sheet. How much does the Treasury of the United States have to
pay, aside from that which it gets from the States?
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Mr. Avmyever. Nothing,

Scnator Kino, Take your set-up here, lyour thousands of people
employed, and all of the nctivities and all of the machinery that is
employed in the administration of this law; certainly a part of that is
paid out of the Treasury of the United States.

Senator VANDENBERG. The regional boards are paid out of the
Treasury of the United Statds, aren't thef'?

Senator Kina. And you are Faid out of the Treasury?

Mr. AvturyEer. Are you talking about unemployment compensa-
tion? I am not clear on that.

Senator Jonnson of Colorado. The whole 10-percent tax collected
from the States Is not given back to them in the $49,000,000, or will
not be paid back to them in the $80,000,000. There will still be a
balance léft out of the 10 percent, and I imagine maybe Uncle Sam
and the Federal Treasury are nmki‘ng a profit out of it. He is making
thﬁ difference between what he pays back and the 10 percent that he
collects,

Senator Kina. I think if a balanco sheet is presented it will show
that the Federal Government at tho end of the next fiscal year, suppos-
ing tho whole system should collapse and we should want to wind it up,
‘v?:i \;rlould find that the Federal Government was in for many millions
of dollars.

Senator CLank. It is a fact, is it not, that the Government has been
taking the taxes that have been paid and has been using them for our
current expenditures? - -

Senator Byrp. They give I O U’s for it.

Scnator ConnaLLy. It is a bookkeeping arrangement,

The CsairMaN, You have reduced your-request. for this increased
authorization to the lowest amount that you think is safe?

Mr. AurueyeR, Yes, sir.

The CairuaN, That is, $80,000,000?

Mr, AtvMEYER, Yes. | m}ght say that, on unemployment com-
pensation, there is no question that the Federal Government has
collected mote than it has %mnted or will grant to the States, even
with its increased authorization,

Senator VanpeNBERG. What happens to the balance?

Mr. Avruever, That is in the general Treasury.

Senator VANDENBERG. And is that a trust fund or does that belong
to the Federal Government?

; Lgr. AurMeYeR. No, sir; it is just a part of the general Treasury
und.

Sen?tor VanpenseRa, Is there any obligation attached to it what

soever

Mr, Autuever. No, sir,

: Stgsator ConnatLy, That is the 10 percent of the tex that is col-
octed, )

Senator YANDENBERG, You collected $90,000,000 and you are going
to spend $80,000,000, and that leaves $10,000,000 profit, and I want
to know if that is a profit or a trustee account?

Mr. Auruerer. No, sir; it is not a trustee account at all, .

Senator Jornsox of Colorado. Does any State pay more than they
should at the present time in the administration of the department in
their State? ~ -~ - - S .

i M?r. AvtMEYER, What do you mean? For the cost of administra-
tion ’
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Senator Jounson of Colorado. Is it excessive?

Mr. ALTMEYER. Is it higher than it should be?

Senator JounsoN of Colorado, That is what I mean, Is the over-
head expense in a single State in the Union such that it is exceeding
what it should be in your opinion? .

Mr, Aurueyer. Well, we would be derelict in our duty if that
were 50, but I want you to understand. that we think still that the
States with more experience in this administration can cut their
present administrative cost and should do so, and we will ask them
to do so.

Senator JonNsoN of Colorado. Fine,

. Mr. Aurmeyer, To illustrate what I mean: I have just had & com-
parison made, and the same States that were in full operation a year
ago, comparing those States with the third quarter of a year ago
and the third quarter this year, were spending $1,000,000 less, so they
have actually cut their administration costs, and I think they can
cut it some more.

Senator VanpeNBERG., Would it be an incentive for the States to
cut it if the balance each’ year were refunded to them?

. Mr. AurMever, It might be, I think the whole question can
ver{e well be gone into as to whether the present system is the right
syatem,

The CuairuaN. Has the Ways and Means Committee given any
consideration to that question? ) .

Mr. Auvrueyer, No, sir; I think it is a very difficult question.
1t is working fairly satisfactorily now—we think it is, and with only
a year’s benefit of experience really back of us, it would seem the
part of wisdom to let it go along for another year or so to see what
changes should be made in the set-up. I agree that there is this
anomaly that you mentioned, and there may be better ways of working
this thing out, but I want to say this, that this unemployment ¢com-
pensation system is the only long-range program for tackling the
unemployment problem in this country that we have right now, and
it is i_mgortant, it seems to me, that we ought to try to strengthen
that and expand it if we can to afford greater protection so that we
ca;m be relieved of some of these emergency programs that have been
set up, . ’ S

Senator Kina. Dr. Altmeyer, I am recurring -fo .8 subject that
causes or caused considerable ‘controversy some time ago when the
measure was enacted. You recall that Senator George and others
offered measures under the terms of which those business orgeniza-
tions which had their owit unemployment and pension systems might
be excluded from the operations of the act, and you—I won't say

ou, but those who were urging this present plan_o'gpose(.l, that.
at has been the effect with resdpect to those corporations like the
A, T. &. T. and the Eastman Kodak Co? What has been the offect
upon sll of thoss organizations that had those fine sirs_tems? .Ihave
had perhaps hundreds of letters making bitter complaint against the
compulsion of coming under this system.. One man wrote me that
he was getting $1566 under his plan, and he would be reduced here to
$76 or $80 a month, Have you disposed of them absolutely and
wiped them all out? I oo
r. Avrmever. I think you are referring to the old-age insurance
system. a.‘r ot ;
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Senator VANDENBERG. He is talking about title II, isn't he?

Mr. AvrMEYER, Yes. Senator Clark, you will recall, proposed an
amendment to exempt from those titles these private pension plans.

Senator Kina. Exactly. ) )

Mr, AtrsevER, There was much discussion, and after the adjourn-
ment of Congress, it was continued, Senator, as I vecall.

Senator Kina. We had hearings after that,

Mr. AurueyER. There were two main ways in which it could
have been done. It gets into a pretty technical discussion, but the
upshot of it seeried to be that probably the private pension plans
would be better off to attempt to superimpose their plans on the basic
Federa! insurance system than to seek exemption, because the exemp-
tion would carry with it so much Federal control that it would be, to
use a slang expression, “a pain in the neck’” for the companies and for
the insurance carriers. The actual effoct of the introduction of the
Federal old age insurance system, has been to encourage the adoption
of new systems. There has been a tremendous growth in these
private pension plans since 1935 when the Social Security Act went
into effect, in fact my recollection is that there have been more systems
set up since that time insured through private insurance companies,
than were sot up in all of the time previous.

Senator Kina. That was for old-age insurance?

Mr. AirmeYeR. Yes. .

Senator Kina. But some of theso oom%mnies had, in addition to
old-age insurance, unemployment benefits

r. AutmeYER, There were a few companies that guaranteed
employment. . ) .

nator ConnaLLy. There is nothing to inhibit the companies
from adding to the benefits that their employees are receiving under it?

Senator HErRING, There are many that superimpose this plan
and are paying the difference,

The CralrMAN. Mr. Altmeyer, it seems to me that your statement
that administrative costs have been reduced and the comparison with
England’s experience, is quite in point. ] )

nator Kina. Let me ask another question. Have you found in
any of the States that the amount which you paid or were called upon
to pay out exceeded the amounts collected from the grants? In
other words, was the outgo greater than the income?

Mr. Auvteyer, Under these unemployment laws? y

Senator Kina. Yes. | o ) :

Mr. AvTMEYER, Yes, sir. In Mlcb?an, it was 290 ?ercent during
the time that they were paying benefits to the end of this calendar
year. And in West Virginia it was—— .

.. Senator Kina (interposing). How will you make up those deficits
if they should persist in many States? Would you increase your rates?

Mr. Autuever, The Soclal Security Act tekes care of that in this
way, that it required that the States build up a reserve, not pay
benefits for 2 years after their contribution rate went into effect.
the States had to their credit on January 1 of this year, as I recall,
$1,100,000,000 in reserve to take care of these periods where the
benefit payments exceed the collections, )

Senator VANDENBERG. Are you talking about title III now?

Mr. Autueyer, Yes. .

Senator KiNa. That is unemployment insurance?



22 STATE UNEMPLOYMENT COMPENSATION LAWS

Mr, AutmevER, Yes.

Senator Kina. I suppose the strikes have added to the outgo in
unemployment?

Mr. AvtMEvER. No, sir; because under these State unemployment-
compensation laws, compensation is payable only for involuntary
unemployment, and there is a specific provision that benefits are
not payable when unemployment is due to a strike, a lock-out, or an
industrial dispute in which the worker is ({mrlicipnting or is financially
interested. Four States have stight madifications of that.

Senator Kina. Have you discovered that some of those who were
getting benefits were also getting benefits from the Works Progress
Administration or from other organizations that were set up?

Mr. Autmever. It is possible, and that is one big problem—to
coordinate these various activities at the State and local levels, and
right now in one State we have under way a plan that is being tested
out to avoid overlapping between these various programs.

The CuatruaN. Thank you, Mr. Altmeyer.

(Whereupon, at 11:30 o’clock, the hearing was closed.)



