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ADMINISTRATION OF STATE UNEMPLOYMENT
COMPENSATION LAWS

WEDNESDAY, APRIL 12, 1939

CoMMITTEE o. FINANCE,
UNITED STATES SENATE,

W1'ashington, D. 0.
The committee met in executive session, pursuant to call, in the

Senate Finance Committee room, at 10:30 a. m., Senator Pat Harrison
(chairman) presiding.

The CHAIRMAN. There is before us today for consideration H. R.
5482, to increase the authorization for appropriations for the adminis-
tration of State unemployment-com ensation laws. This bill passed
the House on April 10. I have asked Mr. Altmeyer, of the Social
Security Board, to bepresent 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. 5482 will be
placed in the record. [H. R.54,5, 7Gth Coot.. ist ses.,.l

AN ACT To Inrets the authorkstioa fe appropristllo for the sdminlstration o(Stte unemploynmut
eompensatboa laws

Be it enocted by the Senate ind House of Represntatires of the United ,late. of
Americ in Congreis ambled, That section 301 of the Soelal Security Act is
amended to read as follows:

"Sac. 301. For the purpose of assisting the States In the administration of
their unemployment compensation laws, there to hereby authorized to be appro-
priated for the fiscal year ending June 30, 1936 the sum of $4,000,000, for each
fisal year thereafter up to and including the sal year ending June 30, 1938,
the sum of $49,000,000 and for the fiscal year ending June 30, 1939, and for each
fiscal year thereafter, tie sum of $80,000 ,000 to be used as hereinafter provided."

Paased the House of Representatives April 10, 1939.
Attest: SouTs TiumBLE, Clerk.

[H. RepL No. 36% Uth Oong., Ist see.

The Committee on Ways and Means, to whom was referred the bill (H. R. 5482)
to increase the authorization for appropriations for the administration of StAte
unemployment-compensation laws, having had the same under consideration,
report it back to the House without amendment and recommend that the bill do
pans.

CINERAtL STATE MUNT

The Social Security Act provides, In titles III and IX, for a Federal-State sys-
tem of unemployment compensation. Title IX lays certain taxes on employers
of eight or more individuals and provides that when and if any State passes an
unemployment compensation law and taxes such employers for the purpose of
paving benefits to unemployed individuals, the employers may credit the taxes
paid to such States against the Federal tax up to 90 percent of the Federal tax.
This leaves 10 percent of the total taxes under title IX In the hands of the Federal
Government.
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Title III of the Social Security Act provides that, fo the purpose of assisting
States in the administration of their unemployment-compensation laws, certain
appropriations shall be made by Congress. The Social Security Board is author-
Ized to grant to the States which have u nemployment-compensat ion laws approved
by the Social Security 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 alter 1936 the Congress Is authorized to appropriate the sum of
$49,000,00016i this prpos.

At the time the act was written there was no way of knowing how rapidly the
States would respond to the inCentives so provided by passing unemployment-
compensation laws. Consequently it uwt impossible to predict what amount
might be necessary in future years lo cover the costs of administering such laws.
The sum of $49,000,000 was probably reasonable limit on appropriations for
this purpose duinng the initial period. Hovevet, the States have responded very
rapidly, as everyone might have wished, and today every State in the Union has
an unemployment-compensation law and all but two States are actually paying
benefits to unemployed workers-and these other two will begin to pay benefits in
Juhe costs Involved In developing such a program have thus Increased more

rapidly than might have been anticipated At the outset. During the fiscal years
1937 and 1938 the necessa appropriations were well within the authorization of
$49,000,000 fixed In the Social Security Act. During these years the Sate agencies
were gradually developing, and their necessary expenditures Increased as their
operations expanded. At the present time,' with all but two States actually

iangh boneflfs, operations are at a level which requires expenditures well beyond
the $49,000,000 authorized by the Social Security Act. The Bad has already
found it teeessary to grant to the States for the current fiscal year almost

490,00,000 andIt -seems likely. that approximately $12,000,000 more will be
united tO ;6;y through the fourth quarter., Beginning with the first quarter of
the Itmt fiscal year, All States ill be paying benefits so that the expenditures are
likely to be not less than $17,000,000 or $18,000,000 per quarter for the present
activties . :

Information which' the soilit Security Board has made available indicates that
the cost of administering those State systems which have been longest in 6peration
was at a maximum during the first few months after benefits were first pafd. If
this experience is Indicative of what may be expected in other State. it would seem
that expenditures at the present time are probably as high for all of the States
taken together as they are likely to be, except as additional functions are required
of the Stats agencies. There are some such added functions which must be
provided for. Certain activities connected with so-called employers' merit
ratings are authorized by thl Social Security Act but have been undertakeA by
the various states agencies only to a very lmited extent because of the pressure of
more Immediate problems. However, inasmuch as the majority of State laws
provide for merit-rating to go Into operation in the near future, a large part of
the annual cost Involved In the operation of such a program will need to be
Incurred in the fiscal year 1040, o th t the modified rates can be put Into effect
in 1041. It will be necessry tb ore to increase the appropriation for the
coming fiscal year above the amount re. uir for present operations.'

Aithoigo t'he Federal Socl Secuy Act now exempts certain classes of
employees from coverage the tendency .at the present time is to amend the State
acts to include certain of these exempted occupation, Furthermore, many State
unemployment compensation laws have exte.-ded coverage to employers of one
or more. rather than limiting coverage to employers of eigh. These developments
nttrally in¢reas somewhat the.ost of operation of the state programs. ,

When consideration is iven to these various factors It seems cler that the
total cost of operating tl8t~te systems may. eventu~ly reach $804000,000 per
year..In order that the Con.. may bein posilontomake the necesary ap.
proporiations for carrying on Iim mrtant service, it seems both necessar#

nd sin a t is ta to a dte SecUrity Act to increase the author-

t ISucn t bas. c law des not necesarily mean that. this sum will
be ent each year. :"The States are reubred to present theli requests for funds
to t. Sottal C yerty Board and the B ard determines the awoust which are
actually necessary for the proper and effective opeiatiop of the 8 law .
experience shows where economies can be made, and as laws are inplifed tq
elimt zmte some of the more eumbeft-me and expensve procedures now neeessaryt
expenditures may be expected to Y ecrese somewhat. The experence of the
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23 States which have paid benefits since January 1038 justifier this assumption.
For the quarter January 1 to March 31, 1939, t e allotment to these States was
something over a million dollars less thin for the corresponding period last year.
With a few exceptions the States have, in the main; done a very good job in setting
up and getting into operation a system such as unemployment compensation in the
short period of 3 years. In some cases costs are probably still too high, but, with
the help of the 8ocla Security Board, these States, too, may be expected to bring
their operations in line with the general experience.

It should be pointed out, too, that the $80,000,000 suggested as a maximum
authorization is well within anticipated receipts from the 10 percent of pay-roll
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 activity should be much
less in the future than an thin we have known In the last 6 years, collections may
be expected to run over $90,000,000 annually. Since the 10 percent retained by
the Federal Government was Intended to cover the costs of administration of the
unemployment-compensatlon system, an authorization of $80,000,000 annual
spprpiatlon is therefore very conservative.

It may be mentioned In passing that during the early years of the English system
coats were regularly well above 10 percent of collections. To be sure the cover-

wsama and costs relatively I hanged from 2 percent In
183 down to 10.6 percent In .- 3, and weo less 0 pere nt or only 3
years up to 1932. In vie is experience a 10- recent ting cost Would
.not see.mudsystem as a whole In this u try actually operat-
Ing well below that Iev 1

CHANGES I 1 OLAV
In eomplianee th paragra rule 111 o Ahe Rules of thepuse of

Repreentatives hane In ting I w mald~b he bill shown 51 Uows
Existing law ppoed to omitted eio Vln black rkets; new matter
is printed In ce;existingw awhle o Chan s propped shown In an.Sz.c.;301. F the prpoe of aist ta-en th -dm Istration o heir
unemployme com penation laws, t Is h reby athIsed bearop ted
for the fiscal ear endin June 30, , sum ot ,i&0 [an. for or
fiscal er t (ter h Or toec JuneU ,
the sum of $4 ,000, 1 f1 i I3a fun ,1989, a
eaceJil 8 e yea £Aer e uj'J 8.0o, as hereinfte prv ed,

STATEMEN OF AR HUPt "-k ~L~Y ,0A AN, SO AL

The CHAIR N. Mr. Altmeye 9 at time we ased th Social
Security Act, t amount W authored t appropriated for
administration o employm t ompehtion laws?

Mr. ALTMuEYE. 000,000 thefirst year and $49,00, ,thereafter,
The CHAIRMAN. A t time, how many States ha employment

0 sensation laws?. O _ " -. -

- The C AIRMAN. Since th t thrne, pract call all of the States have
enacted lqws 4nd come into the system?

Mr. Airarnte. All of them.,
The CHAIIMAN. And 7ou are seeking for this fiscal yeqr and each

fiscal year thereafter an authorization of $80,000,000?
Mr. ALTMEYrR,- Yes.
'The C0AIRUM4. Actually, that 'um does not come out of' the

Treasury as a Inatter of faot, does It?
Mr. Atru YER. It comes out of the Treasury,but It Is tnore than

covered by the 10 percent of the Federal tax ader title III which is
retained b~y the Federal Government. So that the net effect Is that
the cost of AdmlnistrAtIon of these State timemplo ment compensatlo
laws does not affect the Treasury positionfinnc aially.
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Senator VANDENBERG. How much does the 10 percent produce?
Mr. AL M EYER. About $90,000,000.
Senator VANDENBERG. So you think there is a margin of about

$10,000 000?
Mr. ALrMEYEn. Yes, sir.
The CHIAIRt.%N. And you feel that there should be a margin of

about $10,000,000?
Mr. ALTMEYER. 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 shliht 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 accruing to the Federal Treasury now because the 10
percent 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 VANDENBERG. What happens, using your expression "when
the State goes broke"-what happens to the whole system in that
State?
Mr. ALTMEYER. 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. AI/rmEYER. In only about four or five States now do the em-

ployees make any contributions. The whole cost is borne by the
employers.

Senator VANDENBERo. Then the employers would lose what they
had put into this particular fund?

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

Senator VANDENBERG. Whpt 'do you contemplate would happen
in those States?

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

Senator VANDENBERG. It is very interesting.
Mr. ALTmEER. You have to face that eventuality on a State-by-

State system, because in these smaller States, the coverage is so thin
that the 3-percent contribution may not be sufficient to pay any ade-
quate system of benefits. And I might say even In the larger States,
your own State of Michigan, with very bad employment experience,
might go broke, or a State like West Virginia with a bad coal situation
might go broke, in fat-

enator VANDENBERO (interposing). You mean that the fund goes
broke? You don't mean that the State goes broke?

Mr. ALTMEYER. 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 gone broke.

Senator VANDENBERG. How many States are anywhere near the
danger line?
Mr. AA& E IER. There are none cf them near the danger ine now,

because the drain on the funI declined, and their collections at the
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present moment are in excess of their current payments. I 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 III, because the 10 percent retained by the
Fed eral Goveniment 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
canie 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 percent of the pay-roll taxes under the act which will
be retained by the Federal Government. In explanation of this
bill, Mr. Altmeyer states that when we passed the original Social
Security Act, it carried an authorization tie 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 State which had unemployment insurance. That is correct, is
it not?

Mr. ALTMEYER. Yes, sir.
The CHAIRMAN. And now all the States have these laws?
Mr. AL r'ByER. Yes, sir.
The CHAIRMAN. So it is necessary to have the increased authoriza-

tion for that reason.
Senator VANDEONDER.O. This seems to be retroactive, Doctor.

Does that mean there has been a deficit in the previous years?
Mr. ALTMEYE R. It is not intended to be retroactive. It is intended

to be effective immediately to cover the present fiscal year.
Senator VANDENBERo. It reads: "For each fiscal year after June

30, 1936, the sum of $49,000,000 is authorized." Is that the exist-
ingauthorization?

Mr. AvTMEyE . Yes.
The CHAIRMAN. So that up to June 30, 1938, the situation remains

as previously fixed by statute?
Mr. ALTMEYER. Yes, sir.
Senator KiNo. Are you sure that that would be the interpretation

placed upon that language?
Mr. AL.'UEYEI. Yes, sir.
Senator KINo. In other words, the new authorization begins the

first of next July?
Mr. ALTMEYER. The new authorization begins for the present fiscal

year. It would be applicable to the present fiscal year, as the language
reads.

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

Mr. ATMEYER. 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 Independent Offices appropriation bill of $40,000,000
and an additional appropriation of $9,000,000 in the first deficiency bill
of this year, which brings the total amount to the top of $49,000,000.
That Is just sutfficient to cover the April 15 and May i pay rolls of these
State agencies; in other words, they will not be able to meet their
May 15 pay roll.
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Senator KiNo. There must be a veritablo army then, of employees.
I would like to know where (lis $40,000,000 has gone, aud where this
$80,000,000 is to go. It seems to be nn exorbitant sum.

Mr. Atrm:' zit. With a Nation-wide unciuployviont lu rance
system now in effect, covering 27,000,000 workers, tlie benilits that
wore paid out last, year ninomltll to $394,000,000. The betiefits in
future years may well be in excemi of that oinonit for the reasou (lint
there were only 23 States it full operation ldurbig Ite hist calendar
year. Now all States except two tre actually paying benefits, mid
those two, iilinobA And Ntontllia, will start playing benefits on Jilly I
of thi& vear. So as I sav, the benefit payments thi. year and Iho
suceedihig years will probably Ie In exce-i of the benelit. Ifymen4li
last year. 'As a matter of fact, they hAve been riining nt (lie rate of
about $10,000,000 n week.

Senator ]iNta. Paymients for invemploytnent?
Mr. ALTmn-rn'. Unemployed workers, and thit covers about

1,0000000 workers that are actually receiving benefits currently.
Senator, VANDENixm(. Then is my calculaton correct that it costs

about 123; percent to ahnilister the distribution of $400,000,000?
Mr. ALIrttun. No, sir. The Social Security Board felt that it

was the intent of Congress that the cost of administration should not
exceed this 10 percent, and it therefore advised the States that it
would regard the 10 percent its tbe maximum reasonable cost of
administration. Accordingly in sellillig thew budgets which the
States submit, and incidentally they are required to subunit line-item
budgets just the same ts .io budgets that we submit to tie Appro-
priations Comnittees of the two Hou , we have been able to scale
down their administrative expenses month by nionth. In the first
months, before they got, shaken down, the cost of administration wias
necessarily higher becnus they had not been shaken down; and, see-
ondly, because they had beer; confronted with a mass of claims in
January 1938.

Senator CONNALvL. Doctor, may I ask you a question there?
Mr. AL Mr.Yhrn. Yes, sir.
Senator COXNALLY. Do we pay all of the expenses of State ad-

ministration?
Mr. ALTEyt. Yes, sir.
Senator CONNALLY, Doesn't that stimulate them to be wasteful?
Mr. ALTEYER. It is a somewhat anomalous situation.
Senator CONALLY. I do not think that we (lid right in doing that.

They have no incentive tO cut down. They fill up the pay roll. They
do all of the appointing of all of the jobs, and we pay all of tire expenses.

Senator Jou\sox of Colorado. But the money Is collected from the
States. I do not know why we should ndt pay it, inasmuch as that
was the contract that Congress made with the States when they passed
this law. What excuse have we now for abrogating our contract with
the States? It all comes right out of the States, from the employers
and employees of the States.

Senator Ktxo. Where does this $40,000,000 and the $80,000,000
come from?

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

Senator CONNALLY. is that correct, Doctor?
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Mr. AI.mTrViil. The situation is this, under title IX of the Socinl

Seciurity Act, there Is a inifori Federnl tax levied on pity rolls, It is
3 lprcent. Against tlint uniform 3 percent tax, f lie eiployers are
pernilled to offset up to 110 percent thereof, any contributions they
h1five flnade into ii sltite Ulwmnploynieit, conpelsaltionl-nw tha. Meets
the staldlards laid down by he %cinl Security Act, .Iso that. in effect
the Federal Goverliiient, receives a net. 10 percent, or three-tntlis of
I percent measured on the pay roll instead of the full 3 percent
mensured On the pay roll. That irce-tentlih of I percent t lies anmounted
to about $00,000,000 a year since the tax went into effect on January
Is 1030.

Seflator CONNALLY. We incur n lot of expense in the collecting of
thlt Iax, do we not?

Mr. ArzrTsu,;mi. Yes; the Bureau of Internal Revenue incurs somd
expetise, and ollr Bureaii of Unemployment is necessarily iider soine
expen"I.

Seiiu (or )AVIS. You are collecting, as I ulnderstood you to say,
$9D,000,000, and here you are askingfor on appropriation of $80,000,-
000. Is flint reserve of $10,000,000 sufficient to carry on?

Mr. ALTIF:Y1n1.11. We do not expect to ask the Appropriations Com-
mittee for the $80,000,000. We are suggesting, $80,000,000 as the
reasonable amount that we will be able to stas within indefinitely, but
it still leaves $10,000,000 to protect the , Federal governmentt againsL
any uiet cost to the Fed eral Governnient due to the operation of these
State unenployrneit, compensation laws.

The CHAiMAN. hlow much did vi request last year, for instance,
of tie Approprintions Conmittee?*

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

Senator VANDF IlERO. Let 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 to administer the payments, why is
that not 12% percent of administration cost?

Mr. ALTEukYEI. For this reason, sir, that there were only 23 States
that were paying benefits, so you cannot apply the total cost of admin-
istration of the 51 jurisdictions to the benefit yments in the 23 States.

Senator VANDENBIP,1. Suppose all of the States were paving benefits
as they will next year, will they not?

Mr. ALTmEyES. Yes, sir.
Senator VANDENBERo. How much is it estimated that they will pay

out?
Mr. ALTMEirE. They are paying out now at the rate of $10,000,000

a week of benefits.
Senator VANDENBEGo. That would be $520,000,000?
Mr. ALTmEYER. Yes, sir.
Senator VANDENBERG. How much are you going to ask for to

administer it?
Mr. A, uT.YER. As I said a moment ago we asked for, as I said,

$74,000,000, but we have been able to scale that down, so we ar
going to ask for $12,000,000 or $13,000,000 more than we have
already received, which would make it $62,000,000 for this present
fiscal year.
. Senator VANDrNBsEo. That is close to 12.percent4 i It not,.on
$520,000,000?
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Mr. AiLTmBTEn. 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 percent, I should like to
say this, that I was referring to the contribution collections in the
States, and measured on the contributions collected, the cost of
administration of the State unemployment compensation laws now
is 9 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 tinder the
British unemployment insurance law, which went into effect in 1912,
it took 20 percent of the collections to administer the law in the 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
into consideration that in Great Britain you have a smaller country
with a simpler pattern of benefits, the 9-percent cost of administration
that we have been able to achieve in this country in the few month.4
that we have been in operation, does seem to be reasonable, but I
think that we can still make improveifient in administration and cut
the cost of administration.

Senator VANDENBERO. Does each State decide for itself in the
first instance what its budget is, and then pass the budget to you for
okay?

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

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

Mr. ALTmEYER. 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. AL'rME ER. Yes, sir; in all of the States.
Senator BYRD. How many have you here at.Washington?
Mr. At-rIyAEn. In that Bureau?
Senator BYRD. Yes.
Mr. At/hyEYEn. Maybe about 350.
Senator BYRD. tlow many have you in the whole set-up?
Mr. ATUEYER. In the whole Social Security Board there are

9,500. At one time we had 10,500, and we have been able to reduce
that number by 1,000.

Senator BYRD. In Washington?
Mr. ALrMEYER. At Washington and Baltimore and in the field.

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

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

Senator VANDENBERO. And who fixes those salaries?
Mr. ALTmEcYien. I have not,, those figures before me, but I will

insert it in the record.
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Senator BvYD. I wonder, if it Is not too voluminous, Mr. Chairman,
but I would like to see included in the record the list of these salaries
in excess of $3,000 with the names.

Mr. ALTMsYER. In tle States?
Senator BraiD. In the States.
The CHAIRMAN. Can you get thfit?
M|r. ALTME'ER. 1 think we could, but it might, require sending out

to the States for the names. We have the salaries, probably, but we
would not have the names of the recipients.

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

Mr. ALIMEVER. Yes, sir.
(The material requested is as follows:)

TABLE .- Numter of persc'nel receiring more thoan $3,000 per annum, and average
salary rate, by Slates (as of July 1938) 1

Slate

'Aabtms ................
AI5k* ..................

OAra n .................
Arkamw ...........'Crlarnla.............
Ol-r,,lo...........'Corrlilku.......

Delas ar ..........
',t6A4Ca ........
Florida .............
Uae' eel..................
Iawal ...................
MOW ...................
Ihirw ..................

Oyndlanf ...... ...........
6*OW aO ...................
Kaet.... ..........
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Senator VANDIENDER. You can answer the question who fixes
these salaries.

Mr. ALvMEYEn. Yes.
Senator VANDENBERG. Who does that?
Mr. AtL'rum zR. That is a problem that will Come before this com.

mdttee in connection with the recommendations that we have made
for changes in the Social Seburity Act. It came up last spring before
a subcommittee headed by Senator Walsh. In title III of the Social
Security Act, which is the title that makes grants to the States' for
unemployment compensation administration, there Is a provision
that reads that the State agency shall establish "such methods of
administration (other 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~ayment of
unemployment compensation when due." That parenthetical expree-
sion "(other than those relating to the selection, tenure of office, and
compensation of personnel)" is an anomaly when taken in connection
with the basic 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 absolutely impossible to have proper
administration without proper personnel.

So in 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 n6 jurisdiction whatsoever over the selection, tenure of office,
and compensation of individual employees. However, we do believe
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 satisfactory, but
nevertheless an approach to a systematic system of personnel selection

Senator VANDENBEnO. Then as I understand your answer, the
scale of salaries is not standardized but is fixed by each State; is that
correct?

Mr. ALTMEYER. 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 is a somewhat anomalous situation in that the
Federal Government should pay 100 percent of the cost of adminis-
tration for a State operation.

Senator JOHNSoN of Colorado. Mr. Altmeyer, may I 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. ALTMEYER. No sir.
Senator JorNsoN 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. ALTmEYER. Yes.
Senator JOHNSON of Colorado. And I think that we will be interested

in knowing whether or not a part of this $80,000,000 is being paid to
carry some other division whether you have it all segregated and have
it allocated as it should te, and whether the unemployment division
is carrying more than its burden or not in the Social Security Depart-
ments. Can you show that?

Mr. ALTMEYER. I do not think you need to worry about that
because we get a specific appropriation for grants to the States, and
we cannot use that money for any other purpose except in making
these grants to the States for unemployment administration.
• Senator BYRD. Could the grants not be used by the States for

administration expenses after the money goes to them?M.r_.r, tA a u YF E. You mean of this $80,000,000 that we are sug-
gesting?

Senator BYRD. Yes.
Mr. ALrmuyER. -The money intended solely for the administra-

tion of State unemployment compensation laws.
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Senator JOHNSON of Colorado. That does not all go to the States?
Mr. AvTrMYyR. Yes; it does.
Senator JOHNSON of Colorado. Does not some of it go to your

regional offices?
Mr. ALtmEYE. No, sir.
Senator JOHNSON of Colorado. All of it goes to the State?
Mr. ALTMEYER. Yes, sir.
Senator CONNALLY. Is this fund that you use in part to pay these

unemployment agents in connection with the Labor Department?
Mr. ALiTmEYER. The Employment Service; yes, sir.
Senator CONNALLY. The Employment Service under the existing

law is a sort of a hybrid outfit, is it not?
Mr. AL .r&IYEH. Yes.
Senator CONNALLY. The Labor Department pays some of the cost

and you pay some of the cost?
Mr. AL rMEYER. Yes.
Senator CONNALLY. And it comes out of this $80,000,000?
Mr. ALuEYnE. Yes.
Senator KIo. Why should you pay any part of that?
Mr. ALYmEVER. 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 Social 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 these unemployed workers shall be kept in
touch with employment 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. AltmOyer, how much does it cost the Federal
Government to administer this unemployment insurance besides the
amount you are giving the States?

Mr. ALTmEYER. I have not those figures. I would estimate off-
hand, probably about $3,760,000 for our Bureau of Unemployment
Compensation and the Bureau of Internal Revenue, both.

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

Mr. ALIMEER. Yes, sir.
Senator BYRD. Have you any figures on how much of that is being

used for overhead costs in the States?
Mr. ALT'MEYER. 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 60 percent of the cost of
paying old-age assistance, and then it provides that to that sum the
Secretary 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 BYRD. But you stated a few minutes ago that no parts of
the grants were used for administration cost. that were paid by the
Federal Government?
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Mr. AL'rMEYER. Which 9rant*?
Senator CONNALLY. He is talking about this particular grant.
Senator BYRD. What I am trying to get at is what control has the

Federal Government got over 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. ALTMEYER. We have this control, that our auditors check over
all of the payments.

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

Mr. ALTIE.YE:R. None of the pant that we make to the States,
except this flat 5 percent which is added on by the Secretary of the
Treasury, is used (or administrative costs, and our auditors check
over all of the payments to the States to make certain that is used
only-=

Senator BvRD (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. ALTMEvEn. Yes, sir.
Senator BYVRD. And the only part of that would be the 5 percent?
Mr. AiTMEYER. Yes.
Senator VANDENBERG. I understand you to say that yo u are going

to do this job with $62,000,000 this year"
Mr. ALTMEyEn. Yes, sir.
Senator VANDENBERG. Then why authorize $80,000,000?
Mr. ALTmBYEn. Except that this is a continuing matter, and we

expect next.year that it will be more than $62,000,000.
Senator VANDENBERG. How much do you think it will be next year?
Mr. ALTMEYEn. We think that it may be as much as $76,000,000.
Senator KINo. A jump from $62,000,000 to $76,000,000?
Mr. ALTUEYER. Yes.
Senator KiNo. Why?
Mr. ALTMEYER. Because Illinois which is a large State and Mon-

tana will be in full operation by July 1939, and then second', because
in 1940, the States will be obliged to begin to put in effect what
is known as experience rating, whereby employers with favorable
employment insurance are given credit and employers with very bad
employment experience are charged with a debit. That is an unusual
item f 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 lrobablv run around $72,000,000.

Senator VANDENBERG. Am you figuring any expansion in coverage
as adding to the expenses?

Mr. ALTMEYER. No; it is not figuring any expansion of coverage.
Senator VANDENBERG. You are recommending an expansion of

coverage?
Mr. AI/rmEYER. Yes, sir.
Senator VANDENBERo. Does that proportionately increase the ex-

pense of operation? .
Mr. Av/ruKzYE. Somewhat, but not in proportion .to the expanded

coverage, bbeuse you already have the admintrative set-up.
Senator VANDENBERG. On the other hand, you will.be pioneering

in many of these fields, and won t you have pioneering expense?
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Mr. ALTmE:yER. Yes; when you cover domestic workers and agri-
cultural workers, you have special problems.

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

Mr. AuTmEYER. It might be.
Senator VANDENBDERG. So I do not see why you do not take the

authorization needed for this year and see what happens with the
expended coverage.

The CHAIRMAN. The question of just what amount is to be ap-
propriated is up to the Appropriations Committee.

Mr. ALTMEYER. Yes sir.
The CHAIRMAN. And you want to have the legal backing behind

you for whatever you require from the Appropriations Committee?
Mr. ALTmIEYER. Yes, sir.
Senator Kiso. Have the States exhibited any attitude toward

economy, or do they desire to employ what any practical business-
man would conceive to be too many employees and pay too high
salaries?

Mr. ALTMEwER. 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.

Senator JoNsow of Colorado. Yes; butyou 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. ALrMrEyE. I say on the whole the States have been reasonable.
Senator KINo. 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 KINo. I will put them in interrogative form. You fix the

salaries don't you?
Mr. AL'rMEYER. 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 VANDENBERG. How would you enforce your objections?
Mr. ALTMEYEH. We 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 f~r these people"?

Mr. AlrMuEV..R. Yes, sir.
Senator CONNALLY. And exercise some control, more direct than

you have now, over salaries?
Mr. ALTMEYER. Yes, sir; we think so.
Senator CONNALLY, Because when it Is somebody else's money,

and a State machine is in control of all of the appointments, it is a
peat temptation to increase the salaries, increase the number and
lower the standards of the appointees, because some State senator or
representative 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, ALTu.YER. Yes, sir.
Senator CONNALLY. Have you done something about that?
Mr. ALrMzymt. 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
disapprove it. We ought to give you statutory power.

Mr. ALTrM.YER. We do not think we ought 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 ith reasonable objective
standards.

Senator CLARK. 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 CONSALLY. Why shouldn't you have the authority to say
that Bill Jones did not pass an examination and was not qualified?

Mr. ALruEYER. If we found that they were not conformingto their
own merit system certainly; but they should not have to submit the
qualfications of Mary Smith or Bill Jones to us. All 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 fellow 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 Federal Government should have the right
to hold down the salaries.

Senator BYRD. IS there much variation in salaries between the
States?

Mr. AimEYER. Yes, sir; there is some.
Senator BYRD. You think now that yon have not the authority to

require standard salaries for doing the same work in the different
States?

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

Senator CONNALLY. You do that with your own employees?
Mr. A.mLuYER. Yes, sir; but they are Federal employees.
Senator CLARK. These others are paid by the Federal Government?
Mr. A .MEYER. Yes; but they are actually State employees. 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 excess of the salaries paid
other State employees holding comparable positions?" If we laid
down a 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 KiNG. 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 salaries
there that are 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 paying in New York. I do not see why
the State there should be compelled to pay higher salaries than com-
parable work in the State, because New York pays the higher salaries.
If you did that, you would create a vast amount of trouble there, be-
cause the other State employees and other employees would insist on
having higher wages too.

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

Senator JoHxso.N of Colorado. It seems to me that you are over-
looking the important feature of tlis law, and that is that this law is
set up differently from any other law or any administration that
we have in the United Stales. It is set up on a State basis. The
States were coerced and compelled to set up unemployment insurance
departments in order to get their 90-percent credit, and you have told
them to (1o that, and you have compelled them to set these offices
up, and the money is all collected from them, and you give them 90
percent back as a credit, and you take the other 10 percent and use it
for 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 JonNsox of Colorado. It is entirely different from other
departments of government. You cannot compare it with any other
set-up that you have in the United States, because it is entirely differ-
ent and on a different basis.

Senator KiNG. As far as I am concerned I 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 VANDENBERo. Doctor, you want to h(ld (town these State
expenses as much as you can?

Mr. ALrM..E.. Yes, sir.
Senator VANDENBERG. And you are largely dependent upon moral

suasion as a matter of fact?
Mr. ALTmEYaR. Yes, sir.
Senator VANDENBERO. Why would it not be to your advantage as

a matter of moral suasion to have the authorization 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 000000. o

Mr. ALTrME Y. -The trouble 6- ths-if you 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 congressional session again, probe -
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-
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priations Committee of both Houses have to pass upon the estimates
that we submit, I recommend that you allow some leeway there so
that we do not have to bother you iii the middle of the next congres-
sional session, because we have reached the top of the authorization.

Senator VANDENBRO, Might it not work the other way, that if
you reached the top of the authorization, you might stop t hero for a
few moments and catch your breath?

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

Senator VANDENDIERO. Well, you need $02,000,000 this year?
Mr. ALTmInyIIa. Yes, sir; and probably $70,000,000 next year.
Senator VANDENBERG. And you need' $76,000,000 next year pro-

vided You do not expand the coverage?
Mr. ALTuME'E'. Yes.
Senator VANDENJERo. And if you expand the coverage, you need

more than $70,000,000 next weart
Mr. ALTryEER. Perhaps io, but I would hope to still stay within

the $80,000,000.
Senator KING. You are not recommending increasing the coverage?
Mr. ALTmEYER. Yes.
The CHAJiM.sA . As a matter of fact, the Ways and Means Coi-

mittee of the House for weeks has been having"public hearings with
reference to a number of suggestions and recommendations which the
Board has made; they have finished their hearings and are beginning
to draft a bill now in executive session, but this is a matter, as I
understand it, that is separate and distinct from the matters being
considered by the Ways and Meanis Conmit tee. What are the
necessities that call for immediate action on this legislation?

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

Senator VANDENDBER. Suppose that you had stayed inside of the
$49,000,000, what would it have done to the system?

Mr. ALTIMEYER. It would have broken it (town.
Senator VANDENBERG. Why?
Mr. ALTMEYER. Because they could not have paid the benefits

promptly.
Senator HERRINo. What would the States have said to you after

they had sent you the money for that purpose?
Mr. ALT E.ER. That we had broken faith with them.
Senator CONNALLY. I think you ought to have your $80,000,000

authorization, because the only thing that we are doing is to make
the authorization. If we authorize $80,000,000, it does not necessarily
mean that the Appropriations Committee is going to give you $80,-
000,000.

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

Senator KING: As I understand the testimony up to date, the con-
tention is that the State pays all of the expenses of this entire system.
As I understand it, it is not true and I would like to have a balance
sheet. How much does the Tr.asury of the United States have to
pay, aside from that which it geti from the States?
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Mr. ALrismElnr. Nothing.
Senator KINo. Take your sa-up here, your thousands of people

employed, and all of th; activities and all o 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 VANDwNnER0. The regional boards are paid out of the
Treasury of the United Staw, aren't they?

Senator KiNo. And you are paid out of the Treasury?
Mr. ALrMyvEa. Are you talking about unemployment compensa-

tion? I am not clear on that.
Senator JoHyisoN 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 left out of the 10 percent and I imagine maybe Uncle Sam
and the Federal Treasury are making a profit out of it. lie is making
the difference between what lie pays back and the 10 percent that he
collects.

Senator KINo. I think if a balance sheet is presented it will show
that the Federal Oovernment at the end of the next fiscal year, suppos-
Ing the whole system should collapse and we should want to wind it up,
you would find that the Federal Government was in for many millions
of dollars.

Senator CLARX. 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 ByR. They give 1 0 U's for it.
Senator CONNAUL!. It Is a bookkeeping arrangement.
The CHAIRMAN. You have reduced your-request for this increased

authorization to the lowest amount that you think is safe?
Mr. At/runvEn. Yes, sir.
The CHAIRMAN. That is, $80 000,000?
Mr. ALIE.rEn. Yes. I might say that, on unemployment com-

pensation, there is no question that the Federal Government has
collected more than it has granted or will grant to the States, even
with its increased authorization,

Senator VANDENBERG. 'WThat happens to the balance?
Mr. AL'rUEYR. That is In the general Treasury.
Senator VANDENBSERO. And is that a trust fund or does that belong

to the Federal Government?
Mr. ALTMEYER. No, sir; it is just a part of the general Treasury

fund.
Senator VANDENBERG. Is there any obligation attached to it what-

soever?
Mr. ALTMEYER. No, sir.
Senator CONNALLY. That is the 10 percent of the tax that is col.

lected.
Senator VANDENBERG. 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. AmrUayEm. No, sir; It is not a trustee account at all.
Senator Jonusom of Colorado. Does any State pay more than they

should at the present time in the administration of tie department in
their State?

Mr. ALTUEYER. What do you mean? For the cost of administra-
tion?
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Senator JOHNSON of Colorado. Is it excessive?
Mr. ALTmEER. Is it higher than it should be?
Senator Joussox 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. ALTmEyER. Well, we would be derelict in our duty if that
were so, 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 JOHNSON of Colorado. Fine.
Mr. AtUiTER. To illustrate what I mean: I have just had a 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 VANDENBERG. Would it be an incentive for the States to
cut it if the balance each year were refunded to them?
. Mr. ALTmEYER. It might be. I think the whole question can
very well be gone into as to whether the present system is the right
system.

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

Mr. AL'rmEYER. No, sir; I think it is a very difficult question.
It 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 important, 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
can be relieved of some of these emergency programs that have been
set up.

Senator KiNo. Dr. Altmeyer, I am recurring to a 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 organiza-
tions which had their owh unemployment and pension systems might
be excluded from the operations of the act, and you-I won't say
you, but those who were urging this present plan--opposed that.
What has been the effect with respect to those corporations like the
A. T. &. T. and the Eastman Kofak Co? What has been the effect
upon all of those organizations that had those fine systems? I have
had perhaps huidreods of letters making bitter complaint against the
compulsion of coming under this system. One man wrote me that
he was getting $166 under his plan, and he would be reduced here to
$75 or $80 a month. Have you disposed of them absolutely and
wiped them all out?

Mr. AtI/MEYEn. I think you e referring to the old-age insurance
system.
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Senator VANDENBERG. He is talking about title II, isn't he?
Mr. AI/MzYER. Yes. Senator Clark, you will recall, proposed an

amendment to exempt from those titles these private pension plans.
Senator KNG. Exactly.
Mr. ALTm EYER. There was much discussion, and after the adjourn-

ment of Congress, it was continued, Senator, as I recall.
Senator KINO. We had hearings after that.
Mr. A MrEYER. There were two main ways in which it could

have been done. It gets into a pretty technical discussion, but the
upshot of it seenied to be that probably the private pension plans
would be better off to attempt to superimpose their plane on the base
Federal 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 effect 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 set up in all of the time previous.

Senator KINo. That was for old-age insurance?
Mr. AL/rHEYER. Yes.
Senator KINo. But some of these companies had, in addition to

old-ago insurance, unemployment benefits?
Mr. ALTMEYER. There were a few companies that guaranteedemployment.Senator CONNALLY. There is nothing to inhibit the companies

from adding to the benefits that their employees are receiving under it?
Senator HERRNG. There are many that superimpose this plan

and are paying the difference.
The CHAIRMAN. 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.

Senator KiNG. Let me ask another question. Have you found in
any of the States that tle 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. ALTMEYER. Under these unemployment laws?
Senator KINo. Yes.
Mr. ALTup.R. Yes, sir. In Michigan, it was 290 percent during

the time that they were paying benefits to the end o. this calendar
year. And in West Virginia it was-

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

Mr. AwmEYER. The Social Security Act takes care of that in this
way, that it required that the States build up a reserve, not pay
benefits for 2 years after thlir contribution rate went into effect. So
the States haa 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 VANDENBERO. Are you talking about title III now?
Mr. ALTUEmyE. Yes.
Senator KiNo. That is unemployment insurance?
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Mr. ALTMEYEB. Yes.
Senator KiNo. I suppose the strikes have added to the outgo in

unemployment?
Mr. ALTMEYER. 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 anindustrial dispute in which the worker is participating or is financially
interested. Four States have slight modifications of that.

Senator Kixo. 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. ALTmF.YEF. It is possible, and that is one big problem-to
coordinate these various activities at the State and locallevels, 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 CHAIRMAx. Thank you, Mr. Altmeyer.
(Whereupon, at 11:30 o'clock, the hearing was closed.)


