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1. COVERAGE
House-Passed Bill

About 58.0 million jobs are now covered by the
unemployment compensation system; 16.7 million jobs
are not covered. More than half of those not covered
are in State and local governments; the bill does not
affect coverage of these jobs (except for about
725,000 jobs in State universities and hospitals).
The bill extends coverage to about 4.5 million jobs
not now covered.

[ Firms.—Present Federal law applies only to
employers who have 4 or more workers in their
employ during 20 weeks of the current or preceding
calendar year. H.R. 14705 would extend Federal
coverage, heginning in 1972, to employers of ane or
more workers during the 20 weeks; any employer
paying wages of at least $800 during any quarter of
the current or preceding calendar year would also be
covered even if he did not meet the 20-week test.
This provision would extend the Federal tax for the
first time to 1,258,000 emploigers and 2,554,000 jobs
However, since many of these jobs are already
covered under State laws; unemployment compensa-
tion coverage would be extended for the first time
to only 1,266,000 additional workers.

Defnition, of Employee—The bill would amend the
definitien of employee to bring it closer to the defini-
fion used in the o{d-age, survivors, disability, and
health insurance program. Under this provision,
coverage would be extended to 210,000 traveling
and eity salesmen, and agent and commission drivers
engaged in the distribution of meats, vegetables,
fruits, bakery products, beverages (other than milk),
and laundry and dry cleaning services.

Agrieultural Processing Workers.—In general, agri-
cultural jobs are now excluded from the Federal
unemgloyment compensation law. The bill would
extend coverage to 190,000 maple sugar workers,
workers engaged in off-the-farm mushroom growing
and poultry hatching, and workers in processing
plants where more than half the commodities proc-
essed are not produced by the plant operator.

Non{;roﬁt Organizations.—The bill would extend
unemployment compensation coverage to 1,935,000
employees of nonprofit organizations. Nonprofit or-
ganizations would be required to be covered only if
they employ 4 or more persons during 20 weeks in the

(1)

Sectioor; and
e
myuse bill

See. 101
(pp- 1-3)

Seec. 102
(pp- 3-4)

Sec. 103
.- 9

Sec. 104
(pp. 5-12)



Section and

page of
House bill

Seec. 104
(pp- 4-12)

Sec. 105
(pp. 12-13)

Sec. 106
{(pp- 13-15)

Sec. 107
(p. 15)

2

current or preceding calendar year. The nonprofit or-
ganizations would have to be allowed the oFtion of
either reimbursing the State fund for unemployment
insurance attributable to them or paying the regular
State unemployment taxes. They would not be re-
quired to pay the Federal unemployment tax.

However, coverage would not have to be extended
to the following:

Churches and religious organizations operated
for a religious purpose;

Clergynien and members of religious orders;

Elementary and secondary schools;

Faculty and administrative personnel in insti-
tutions of higher education;

Clients employed in rehabilitation facilities or
sheltered workshops (though staff employed
in these facilities would be covered);

Individuals receiving Government assisted work-
relief or work training; and .

Inmates of correctional institutions employed in
2 hospital connected with the institution.

State Hospitals and Institutions of Higher Edu-
cation—The bill would require States to extend
coverage to 725,000 employees of State hospitals
and institutions of higher education. No Federal tax
would be re%uired; the State could finance the cover-
age either by reimbursing actual benefit costs or
through payments equivalent to taxes. .

E’mdployment Outsv%e the United States.—The bill
would broaden the definition of employment to in-
clude work performed abroad by a U.S. citizen for an
American employer. Employment in Canada would
be excluded since reciprocal arrangements already
exist with that country. The provision would extend
coverage to 160,000 individuals. However, no worker
could receive benefits except by registering at a local
employment office in the United States and by re-
porting in person to claim unemployment benefits,

Exclusions from Coverage.—The bill would provide
1three new exclusions from coverage under Federal
aw:

1. Service performed by spouses of students
emsloyed by a school, college or university
under a program of assistance to the student;

2. Students under 22 employed in a work-
study program; and .

3. Services by individuals employed in hos-
pitals in which they are also patients.

These services could continue to be covered under
State law if the State so chooses.

Aeccrued Leave of Servicemen.—Under present law,
an exserviceman is considered to be employed during
the period for which he received accrued leave fol-
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lowing the termination of his military service. The
bill would repeal this provision of the Federal law,
leaving it up to State law to determine how such
cases would be treated.

TABLE 1.—EXTENSION OF COVERAGE UNDER HOUSE-PASSED BILL

Covered for the first Covered for the first
time under Federal law time under State law

Employers Jobs Employers Jobs
Small firms______._.____..___ 1,258,000 2,554,000 627,000 1,266, 000
Definition of employee....... ® 360, 000 Q) 210, 000
Agricultural processing
wWorkers_ . _ oo oo @ 205, 000 ® 190, 000
Nonprofit organizations. _ . __ . ______ . __.______ 18,000 1,935, 000
Btate hosg)itala and institu-
tions of higher eduecation_ ... .- __...._. e —————— 1, 000 725, 000
Employment outside the
nited States...._._______ 0] 160, 000 O] 160, 000
Total - oo 1, 258, 000 3, 279, 000 6406, 000 4, 486, 000
1 Nearly all the employers involved are already eovered because of other employees.
 Not available. .
. . Section and
Issues and Considerations page of
. . . House bill
1. Small Firms.—The bill passed by the House in  See. 101
1965 would have extended coverage to employers of (pp. 1-3)

one or more workers during 20 weeks of a year; any
employer paying wages of at least $1,500 during one
quarter would also have been covered even if he
had not met the 20-week test. The purpose of this
alternative test, according to the House committee
report, was “to assure coverage of large-scale em-
})loying operations conducted in fewer than 20 weeks
n any obe calendar year.” An employer would be
covered under the present House-passed bill if his
quarterly payroll exceeded $800, about the amount
received in 3 months by one employee paid the min-
imum wage for full-time work.

In 1966, the Finance Committee deleted the pro-
vision requiring extension of coverage to small firms
on thzﬁrounds that it would be particularly harmful
to small retail merchants, many of whose employees
worked only part time and could not qualify for
unemdployment benefits. The Committee report
stated: -

The anary and most apparent practical
effect of extending coverage to employers of
one or more persons would be to add a sub-
stantial burden of additional tax expense and
bookkeeping costs to small retailers. Extending
coverage to employers of one or more persons,
it should also be noted, will greatly increase
administrative costs per employee.
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If the Committee desires to require extension of
coverage to small firms, it may wish to consider
increasing the minjmum quarterly payroll under the
alternative test from $800 to at least the $1,500
level of the House bill in 1966.

b ;I‘he effect of various proposals is shown in Table 2
elow:

TABLE 2—COVERAGE OF SMALL FIRMS

Covered for the first time Covered for the first time

under Federal law under State law
Proposal Employers Jobs Employers Jobs
Hmplayer with:

1 employee at any

fime. o e 1,889,000 3,118,000 1,089,000 1,683 000
1 employee in at least

20 weeks or $800

quarterly payroll____ 1,258,000 2, 554, 000 627,000 1,266, 000
1 employee in at least

20 weeks or $1,500

quarterly payroll..__ 999, 000 2, 302, 000 490, 000 1,132, 000

2. Large Farms.—The original Administration un-
employment compensation bill proposed extending
coverage to farms employing 4 or more employees in
at Ieast 20 weeks during a calendar year. In his testi-
mony before the Finance Committee, the Secreta.rg
of Labor indicated that the Administration woul
accept an extension of coverage to farms employing
8§ or more persons in at least 26 weeks during a calen-
dar year. Of their three suggested amendments o the
House-passed bill, the Administration attaches high-
est priority to extension of coverage to large farms.

Opponents of unemployment insurance coverage
for agricultural workers contend that agricultural
el_nﬁloyers would have to pay State taxes at the
highest rates in view of their unemployment experi-
ence, but that even these rates woulg not pay the full
cost of coverage, and benefits to farm workers would
thus be partially subsidized by non-agricultural
employers. Advocates of extending coverage to large
farms argue that large farms show a businesslike
pattern of fairly stable employment.

Table 3 shows the number of employers and
workers affected under various alternative coverage
proposals.
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TABLE 3.—COVERAGE OF AGRICULTURAL EMPLOYMENT

Estimated average Percent of
number of— e
Em- Em- Em- Em-
Proposal ployers ployees  ployers ployees
1 employee at any time in :
the Year. . ..o 1,300,000 1, 281, 000 160 100
4 or more employees in at
leagt:
20weeks.... . ___... 65, 000 425, 000 5 33
26 weeks. .. 64, 000 424, 000 5 33
39 weeks________ P 56, 000 413, 000 4 32
25, 000 206, 000 2 23
, 23, 000 276, 000 2 22
30 weekB. oo oo 20, 000 252, 000 2 20
10 or more employees in st
lenst:
20 weolB. v ace e 24, 000 284, 000 2 22
26 weeka o ____.. 10, 000 265, 000 1 21
39 weeks. v oo ... 9, 000 232, 000 1 18
15 or more employees in at
east:
20 WeekB. e oo 15, 000 258, 000 1 20
26 weeks.. o .o 7, 000 232, 000 1 18
39 weeks. oo 6. 000 192, 000 @ 15
1 Less than 0.5 percent.
Section and
page of
House bill
8. Institutions of Higher Education.—The House- Sec. 104
passed bill extends unemployment insurance coverage  (pp. 5-12)

to institutions of higher education, but excludes
individuals “employed in an instructional, research,
or principal adminidtrative capacity.” The Labor
D ent recommends that these persons not be
exeluded from coverage.

The American Council on Education in its testi-
mony before the Finance Committee sgreed with the
Labor Department that faculty and related personnel
should be covered by unemployment insurance, but
they felt that extension of coverage should be ac-
companied by another amendment. %‘hey recommend
that Federal law state specifically that faculty
members and related personnel not be considered
unemployed during the summer, a semester break, a
sabbatical period, or a similar period during which
the emp}l)g)ﬂment relationship continues. (The House-~
passed bill permits each State to decide how em-
ployees of higher educational institutions are to be
treated during the summer period.)

42-11570~——32
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TABLE 4—EMPLOYMENT IN HIGHER EDUCATIONAL
INSTITUTIONS

State Nonprofit Total

Total employment__. . __._________ 580,000 431,000 1,011,000

Individuals employed in an instructional, re
search, or g.rincipal administrative capacity .
(excluded from House-passed bill) . m oo 215,000 172, 000 387,000
Covered under House-passed bill.___________ 365,000 259, 000 624, 000

4. County and Municipal Hospitals and  Higher
Educational Instfétutioﬁs.——el‘hough the House-passed
bill extends coverage to State and nonprofit hospitals
and higher educational institutions, it does not
extend coverage to similar county sind municipal
institutions, %ghe exclusion apparently’ was made
because of constitutional restrictions in some States
which have been interpreted to prohibit-extension of
coverage to county and municipal employees. The
Comanittee may wish to consider extension to county
and municipal hospitals and higher educational in-
stitutions, with an additioxial grace periad for States
with constitutional restrictions interfering with such
coverage on the date of enactment of the bill.

The number of employees affected are shown in table 5 below:

TABLE 5—DISTRIBUTION OF EMPLOYMENT IN ‘HOSPITALS AND
HIGHER EDUCATIONAL INSTITUTIONS

Institutions

of higher
Hospitals education ! Total
Nonprofit. _ .o 1, 377, 000 431,000 1,808, 000
78 7 S e 360, 580, 000 940, 000
Subtotal.... 1,737,000 1,011, 000 2, 748, 000

County and municipal_ . _ 357, 600 79, 000 436, 00

Total v 2, 004, 000 1, 080, 000 3,184, 000
Covered in House bill (percent)_ ... _ 83 57 74

1 Includes individuals in ; t; -
a ludes | Hozso- emgnblgod an instructional, research, or principal adminisrative capacity (ex

Section and

page of

House bill

Sec. 104, new 5. Sheltered Workshops.—In requiring extension
Code sec. of coverf]aﬁe to nonprofit organizations, the House-
3309(b) (5) passed bill (like both House and Senate bills in the
(p. 8) 89th Congress) specifically excludes from the require-

ment handicapged persons who are ‘‘clients” of
sheltered workshops. This exclusion is opposed by
both the National Federation for the Blind and the
American Council for the Blind.
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The position of the former group is reflected in
identicsﬂ amendments introduced by Senator Fannin
(printed amendment 507), and Senator Hartke
(printed amendment 550). The effect of the amend-
ments would be to require extension of coverage to
sheltered Workshopsl:e'(}'his amendment would affect
an estimated 100,000 handicapped persons employed
in about 1,500 sheltered wnrksﬁops.

A more restrictive amendment was proposed in
testimony by the American Council for the Blind.
This organization’s proposal would require ex-
tension of unemployment insuranee coverage to all
facilities certified to fill purchase orders of the
Federal Government by tge Committee on Pur-
chases of Blind-made Produets (a group established
by Federal law). In effect, this proposal would ex-
tend coverage to virtually all sheltered workshops
employi e blind, but no other workshops. There
are 79 such facilities employing 5,000 blind and
partially sighted workers. _

The Administration unemployment compensation
bills in 1965 and 1969, the House-passed bills in 1966
and 1969, and the Senate-passed %ill in 1966 all ex-
cludeinikmltered workshops from the provision
extending coverage to nonprofit organizations.

These are the major considerations leading to the
exclusion:

A. The work itself was not deemed to be of &
type for which unemployment insurance pro-
tection was appropriate, in that it was not sub-
ject to economic fluctuation or similar market
conditions which influence employment and
unemployment in the normal labor market.

B. The individuals employed in such facilities
were being afforded unneeded and uneconomic
employment, or “make work,” as a form of com-
pensation for their handicaps; or they were being
afforded, at public expense, a form of therapy

and trnimni.

C. The chents of a sheltered workshop, if their
relationship to the workshop were severed, would
not ordinarily meet the requirement of State law
that an individual be considered eligible to re-
ceive unemployment insurance only if he “is
physically and mentally able to work and avail-
able for work.” Many State laws, in addition to
this requirement, also require that the individual
“actively seek work in the regular labor market’’
and “be willing to acecept any suitable work.”
These provisions of State law themselves might
prevent unemployed sheltered workshop em-
ployees from receiving benefits even if there were
no bar to coverage in Federal law.

Section and

puge of
House bill
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The Labor Department would support extension
of coverage to sheltered workshops, but feels that
this would only be a first step toward actual receipt
of benefits. CS}’mnges in unemployment compensa-
tion statutes in some States and changes of attitude
in administration of the unemployment insurance
program would be necessary to assure that disabled
mdividuals unemployed after working in a sheltered
workshop would be considered “able and available’”
for employment.

2. PROVISIONS REQUIRED TO BE
INCLUDED IN STATE LAWS

Sec. 121, new
Code sec.
?93)0% (®) (D)~

.15~
o PP

House-Passed Bill

The States would be required by January 1, 1972,
to change their laws to conform to the following
four new requirements:

Work Regquirement.—A beneficiary would be re-
quired to have had work after the beginning of his
benefit year in order to obtain unempi() ent com-
pensation in his next benefit year (prohibiting the
so-called “double dip” which allows a worker to
draw benefits in two successive benefit years follow-
ing a single separation from work).

Worker Training—Compensation could not be
denied to workers who are undergoing training with
the approval of the State agency.

Interstate and Combined V%age Claims.—Compensa-
tion could not be denied or reduced because a
claimant lives or files his claim in another State or in
a contignous country with which the United States
has an agreement with res&mct to unemployment
compensation. States would also be required to
gea.rtlcipa,te in arrangements, approved by the

cretary of Labor in consultation with the State
unemployment compensation agencies, for combinin
an_individual's wages and employmen$ covere
under more than one State law for the purpose of
assuring the prompt and full payment of compensa-
tion in such situations. Such arrangements would
include provision for applying & single base period
(ex(fected to be the base period of the paying State)
and for avoiding the duplicate use of such wages
and employment.

Cancellation of Wage Oredits.—Generally, the wage
credits of a worker could notbe cancelled or his bencfit
rights totally reduced except in case of discharge for
misconduct connected with his work, fraud in claim-
ing benefits, or receipt of disqualifying income. (such
as pension payments). A State could, however, con-
sider a worker ineligible for benefits while he is
upemploged after voluntarily quitting—as long as
his benefit rights are preserved for a future period of
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involuntary unemployment during his benefit year.
The State could algo reduce a worker’s benefit rights
for & disqualifying act so long as his original benefit
entitlement was not wiped out.

Issues and Considerations

1. Interstate and Combined Wage Claims: Conada,
Maine, and New Hampshire.—~Both House and
Senate bills in the 89th € lxlxlgress involved interstate
elaims; the House-passed bill this year, however, goes
further in one respect: it would prohibit a Stete from
denying or reducing unemployment compensation to
s resident of Canada. Only Maine and New Hamp-
shire are significantly affected by this new provision,
since all other States near the Canadian border
already have reciprocal agreements with Caneda
which fulfill the requirement of the House-passed
bill. Particalarly affected would be the pulp and
paper companies in Maine and New Hampshire,
which seasonally employ significant numbers of
Canadian residents. Since benefits are not payable to
unemployed Canadians who worked in Maine :and
New Hampshire, the experience rating of companies
in those two States are not affected by the unem-
ployment of Canadians. A similar problem exists for
residents of these States who work in Canada.

The State unemployment commissions in both
States oppose the requirement in the House-passed
bill; the Labor Department strongly supports the
House provision.

Section and

page of
House bill

Sec. 121, new
Code sec.
3304(a)(9)(A)
(p. 16)

3. EXTENDED UNEMPLOYMENT
COMPENSATION PROGRAM

House-Passed Bill

The House-passed bill would establish a new per-
manent program to pay extended benefits during
periods of high unemployment to workers who
exhaust their basic entitlement to regular State
unemployment compensatiox: (including benefits to
Federal civilian workers and ex-servicemen). As a
condition of Federal approval of the State’s unem-
ployment insurance program, a State would be re-
quired to establish the new program by January 1,
1972. The Federal government and the States would
share the costs of the new program equally.

These extended benefits WO\ﬁI(i be paid to workers
only during an “extended benefit” period. Such &
period ecould exist, beginning in 1972, either on a
national or State basis by the triggering of either
the national or the State “on’’ indicator. Before 1972,
a State legislature could provide extended benefits
on the basis of the State “on” and “off”’ indicators
alone; with Federal sharing of costs.

Title I (secs.
201-207)
(pp. 32-43)
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National “On” and “Off’ Indicators.—There would
be a national “on” indicator when the seasonally
adjusted rate of insured unemployment for the whole
Nation equals or exceeds 4.5 percent in each of the
three most recent calendar months. There would be
a national “off”” indicator when the seasonally ad-
justed rate of insured unemployment for the whole

ation is below 4.5 percent in each of the three
most recent calendar months.

State “On’ and “Off Indicators.—There would be
s State “on” indicator when the rate of insured
unemployment for the State is at least 4 percent
and when it equals or exceeds, during a moving 13-~
week period, 120 percent of the average rate for
the corresponding 13-week period in the preceding
two calendar years. There would be a State “off”
indicator when either of these two conditions is not
satisfied.

Extended Benefit Period.—An extended benefit
period in a State would begin with the third week
aftor a week for which where is a national “on” in-
dicator or a State “on’ indicator, whichever first
occurred. The period would end with the third week
after the first week for which there is both a national
and a State “off” indicator. However, an extended
benefit period would have to last at least 13 weeks,

Benefits.—During . either a national or State ex-
tended benefit period, the State would be required to
provide each eligible claimant with extended com-
pensation.at the individual’s regular weekly benefit
amount (including dependents’ allowances). Benefits
under the Federal-State program would be limited
t0 not more than 13 weeks. A State which provides
benefits not required under the bill would not be re-
imbursed by the Federal Government for any part
of the cost of the addititional benefits.

Issues and Considerations

1. Wholly Federal vs. Federal-State Program.—The
House-passed bill (like the 1966 House bill) provides
for 50 percent Federal funding of the extended bene-
fit program. The Finance Committee in 1966 pro-
vided 100 percent Federal funding of the program on
the grounds that ‘““the problems of high unemploy-
ment of long duration in recession conditions cannot
be attributed to economic conditions within a single
State and thus can properly be considered a financial
responsibility of the Federal Government.” (1966
Committee report, p. 27) Another reason cited by
the Committee for its amendment was the financial
burden which would be placed on employers in a
State during a recession period if the State had to
pay half of the extended benefit costs.
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Senator McCarthy has introduced an amendment
i(ip»l"lm;ed amendment, 502) to make the extended bene-
t program wholly Federally financed. The amend-
ment would require the States to establish extended
benefit programs by 1972.
The original Administration bill also provided a
fully Federally funded extended benefit program.
Their bill differed from the McCarthy amendment
by requiring no State legislative action; the new
program could thus become effective upon enact-
ment. The Labor Department su%gests that if the
Committee wishes to provide full Federal funding
the program should become effective upon enact-
ment and not require State legislative sction.
A 1009, Federally funded extended benefit pro-
gram would increase the cost of the bill by 0.05 per-
cent .of payroll (using a $4,200 wage base).
2. Temporary Federal program.—In testifying be-
fore the Committee, the Secretary of Labor stated:
“It should be noted . . . that the House-%&ssed
program does not have to be in effect in all States
until January 1, 1972, in order to give State legisla~
tures time to act. This Committee may wish to con-
sider ﬁ]ling this gap by a temporary national pro-
am.’
3. “On” and “‘Off” Indicators.—The unemployment
indicators triggering an extended benefit period in
the House-passed bill differ from those in the 1966
Finance. Committee bill. It takes a lower level of
national unem&:loyment to begin a national benefit
period, and o lower level of unemployment to end
one. In other words, a natiomal extended benefit

eriod will begin sooner -and end later under the

louse-passed bill than it would have under the 1966
Finance Committee bill. On the other hand, an
extended benefit period in a State will begin later
and end sooner under the House-passed bil%lzlhan it
would have under the 1966 Finance Committee bill.
The specific indicators under the two bills are con-
trasted below:

Section and

age of
glouse bill

See. 203(d)
(pp- 36-37)
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1966 Finanece Com-

1969 House-passed
mittee bill bill

National “on”

indicator.

National “off”
indicator.

State “on”
indicator.

State “off’
indicator,

Insured unemployment Insured unemploy-

rate of 5 percent ment rate of 4.5
(seasonally adjusted) percent, (seasonally
for 3 consecutive adjusted) for 3 con-
months and the secutive months.

number of elaimants
exhausting their
benefits during the
3-month period
totals at least one
percent of covered
employment.

Insured unemployment Insured unemploy-
rate below 5 percent ment rate below 4.5
(seasonally adjusted) percent {(seasonally
in most recent adjusted) for 3 con-
mnonth or the num- secutive months,
ber of claimants ex-
hausting their bene-
fits during the most
recent 3-month
period totals less
than 1 percent of
covered employ-
ment.

Ingsured unemployment
rate for 13-week
period at least 3
percent gnd at least
120 percent of rate
for same period in 2
preceding years,

ured unemployment
rate for 13-week
period below 3

Insured unemployment
rate or 13-week
period at least 4
percent and ai least
120 percent of rate
for same period in 2
preceding years.

Insured unemployment
rate for 13-w
period below 4

percent or below 120
percent of rate for
same period in 2
preceding years.

percent or below 120
percent of rate for

same period in 2
prece years,

. The insured unemployment rate (seasonally ad-
justed) in February of this year was 2.8%. This is
much lower than the total unemployment rate
(seasonally adjusted) of 4.29 for February, which
includes uninsured persons. The two rates are shown
m Table 6 below.
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TABLE 6.—INSURED AND TOTAL UNEMPLOYMENT

[In percent]
Insured unem-~ Total unem-
ployment rate ployment rate
(seasonally (seasonally
adjusted) adjusted)
1969.:1 2.1 3.4
BDUATY - oo e e 3 .
February e ——ea 2.1 3.3
{0 (S 2.1 3.4
ADLl e e 2.0 3.5
T A 20 33
JUB e e 2.1 3.4
JUY e 2.2 3.5
August_____________________________ 2.2 3.5
September. .- e ecenaen 2.2 3.8
Qetober . e 2.2 3.8
November. et 2.3 3.5
December. __________ . ... 2.8 3.5
1970.i 2.5 3.9
ANUATY - e o mrc e e mecmmmmeme e m e m 3
February oo 2.8 4.2

Although a substantial rise in unemployment will
have to take place before a national extended benefit
period is triggered, several States are already ap-
proaching the State “on” indicator. States whose
average Insured unemployment has exceeded 4%, in
the most recent available 13-week period include:

Alaska Oregon
California Puerto Rico
Idaho Rhode Island
Maine Uteh
Montans. Washington
New Jersey West Virginia

It is unlikely, however, that more than a few of
these Stabes meet the additional test that unemploy-
ment is more than 1209, of the rate for the same pe-
riod in the 2 preceding years.

4. PEDERAL BENEFIT STANDPARDS

Legislative Action in the 89th Congress

The House-passed bill in the 89th Congress, like
the ‘House-passed bill now before the Committes,
contgined no provisions seiting minimum Federa:
benefit standards for State unemployment compensa-~
tion programs.
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Sectior; and The bill regorted by the Finance Commitiee in

He o will 1966 required State programs to meet these minimum
benefit standards in or(%er-for employers in the State
to receive the full 2.79, Federal tax credit:

1. Any worker would have to be eligible for
benefits if he had 20 weeks of employment (or
its equivalent in terms of wages) in the one-year
base period;

2. Unemployment benefits would have to be.
equal to at least 509, of a worker's average
wages, up to & maximum benefit of not less than.
509 of the average wage in the State; and

3. Any worker with 20 weeks of employment
in the one-year base period would have to be
provided st least 26 weeks of unemployment
benefits,

On the Senate floor, the third standard was
changed to require States to provide at least 26
weeks of benefits to any worker with 30 (rather
then 20) weeks of employment in the one-year base
period. In addition, the States were provided an
alternative test of benefit adequacy in lieu of these
three benefit standards. Under the alternative, the
State would have to show that under its benefit
formula, at least 65 percent of all persons in covered
employment in the prior year would have received
benefits equal to at least 509 of their average wages
had they become unemployed, and at least 80%
would have been eligible to receive benefits for. 26
weeks had they become unemployed.

Issues and Considerations

1. McCarthy Amendment—Senator McCarthy has
introduced an amendment (printed amendment
489) setting benefit standardg similar to those
passed by the Senate in 1966 (but without the
alternative test of benefit adequacy). Specifically;
the McCarthy Amendment would require State
programs to meet these minimum benefit standards
in order for employers to receive the full 2.7%
Federal tax credit:.

A. Work Requirement for Eligibibity.—Any worker
with 20 weeks of employment in the one-year base
period would have to ba able to qualify for unemploy-
ment benefits.

B. Benefit Level—Unemployment benefits would
have to be equal to at least 509, of a worker’s aversge
wages, up to a maximum benefit of not less than 50%
of the average wage in the State.

C. Duration of Benefits.—Any worker with 39
weeks of employment in the one-year period would
have to be able to qualify for at least 26 weeks of
unemployment benefits.
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Since the McCarthy Amendment would also result  Section and
in an increase in benefits paid under the extended £r7e “bm
benefit program, it would require additional financ- ouse
ing.

2. Ribicoff Bill.—Senator Ribicoff has introduced
a bill (S. 3421) setting Federal standards related to
benefit lewels. Under the Ribicoff Bill, the Federal
unemployment tax credit would be reduced in a
State unless the unemployment program in that
State met one of these three minmmum benefit
standards:

A. At least 70%, of the employess insured duri
the previous year would have been eligible (ha
they become unemployed) for benefits equal to at
least 50%, of their average wages; or

B. At least 809, of the unemployed workers
sctually receiving benefits durin% the previous year
received payments equal to at least 509, of their
average wages; or

C. The State’s benefit formula provides benefits
equal to at least 509 of a worker’s average wages
up to & maximum benefit of not less than 509, of
the average wa%e in the State.

Though the bill provides States with three alter-
natives, it would be e ted that almost all States
would choose the third one, which is virtually the
same as the benefit level standard in the 1966 Fi-
nance Committee bill and in the McCarthy Amend-
ment. Few States would be willing to risk losing a
portion of the Federal tax credit based on criteria
which could not be measured until it was too late
to take remedial action. However, it is possible that
a State (especially one which provides dependents’
allowances) might prefer a benefit adequacy stand-
ard linked to actual experience rather than one based
on the State’s benefit formula.

3. Benefit Levels—Most States already have bene-
fit formulas providing benefits equal to at least
50% of a worker’s average wages. However, all
States &c@ a limitation on weekly benefits, and it
is this limitation that in 30 States prevents workers
from actually receiving benefits half as large as their
average wages. Thus in the last quarter of 1969, 47
%erqent of the unemployment benefit claimants in the

ation qualified for maximum amounts allowable
under State laws.

Table 7 below shows the impact on the States of
the benefit standard in the NI%Carthy Amendment
and in the third alternative under the Ribicoff Bill.
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TABLE 7.—~IMPACT ON STATES OF A BENEFIT STANDARD REQUIR-~
ING BENEFITS EQUAL TO 50 PERCENT OF WORKER’S WAGES
WITH A MAXIMUM BENEFIT NOT LESS THAN 50 PERCENT OF
AVERAGE WAGES IN STATE

A. States meeting both requirements

g gm:n gamﬂ:.‘f Moainsum zlamﬁ;
Ereen 6.0, @3 & percen € 0,
State a%mms .&m Btote afzmpe nfmes
State—Continued
Now Mexico.  ocvceraeaaanax

Puerto Rico-__

Rhode Island._ . o ovmn s
%)uth Caroling..—o-.. ————

Virginiteeee s cccmememmmman

Maryland. ... ... _______. 51 WisCODBIN. cccc e ————
New Jerseyw. ... 50 Wyoming o - coomenmncnun-

B, States not mecting botk requirements

State
benefit State 1968 Percent of
formulas maxzi- average State average
is too mum is weekly maxi- weekly
State low too low wages mum wages
$107 $47 44
193 80 3L
121 50 41
141 85 48
137 55 40
112 40 36
109 49 45
138 45 33
131 40 31
112 52 46
120 50 42
121 62 51
151 46 31
122 57 47
7 40 41
126 57 45
107 42 38
108 48 44
132 47 36
New Hampshire... ... X e 109 60 56
New York . oo % ) 141 65 46
100 50 50
137 47 34
114 38 33
- - om B 8
Bouth Datota 11T % 5 & 52
106 47 44
117 45 38

123 49 40
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4. Qualifying Work Begquirement—SeventeenStates
would have to make minor modifications in State law
to meet the requirement of the McCarthy Amend-
ment of providing some benefits to any worker with
20 weeks of employment in the one-year base period:

California Oregon
Hawaii South Dakota
llinois Utah

Maine Vermont
Massachusetts Virginia
Nebraska ‘Washington
New Hampshire West Virginia
North Carolina yoming
North Dakota

&. Duration of Benefits.—Thirteen States do not
now meet the requirement of the McCarthy Amend-
ment of providing at least 26 weeks of benefits to
any worker with 39 weeks of employment in the
one-year base period:

Alsska Rhode Island
Florida South Dakota
Georgia Texas

Idaho Utah

Indiena Virginia
Montana Wyoming
Puerto Rico

6. Sazbe Duration of Benefit Amendment—The
Committee also has before it an samendment intro-
duced by Senator Saxbe (printed amendment 506)
which presents & kind of Federal duration of benefit
requirement. The Saxbe Amendment would not
permit the payment of unemployment compensa-
tion under the extended benefit program until at
least the 20th week of unemployment after the first
week in which compensation is received. Under the
amendment, if an emplosyee was entitled to only 15
weeks of benefits under State law, he would have to
go five weeks without benefits befors he would be
able to receive compensation under the extended
benefits grogram. The following 43 States would be

affected by the Saxbe Amendment:;
Alabama Illinois
Alaska Indiana
Arizona Towa
Arkansas Kansas
California ‘Kentucky
Colorado Louisiana
Delaware Maine
District of Columbia Massachusetts
Florida Michigan
Georgia Minnesota
Idaho Mississippi

Section and
page of
House biil
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Section and Missouri Rhode Isiand
f;:;’::gfbm Montana South Carolina

Nebraska South Dakota

Nevada Tennessee

New Jersey Texas

New Mexico Utah

North Dakota Virginie

Oklashoma ‘Washington

Oregon Wiseonsin

Pennsylvania Wyorming

Puerto Rico

5. FINANCING PROVISIONS
House-Passed Bill

Title ITT The net Federal tax, which is presently 0.4% of
(Secs. 301~ covered payroll, would be increased to 0.5%, begin-
305) ning January 1, 1970 (this represents an increase in
(pp. 44-55) the Federal tax rate from 3.1% to 3.2%). The tax-

able wage base under the Federal Unemployment
Tax Act would be increased from $3,000 to $4,200
for calendar years 1972 and thereafter. (In 1866, the
Finance Committee and the Senate voted to raise
the taxable wage base to $4,800.)

The full additional 0.19%, Federal tax due on wages
paid in 1970 and 1971 would be earmarked for the
extended benefit program. Subsequently, one-half of
the additional 0.1%, tax would be earmarked for the
extended benefit program until the Federal extended
unemployment compensation account reached $750
million (or, if larger, %% of covered payroll). Gen-
erally, the remainder of the increased revenues, as
under existing law, will be available for the Fuderal
and State costs of administering the unemployment
compensation program (see table 8 below).

TABLE 8.—USE OF REVENUES UNDER H.R. 14705

[In millions of dollars]:

Allocated to-
Extended Administrative
Total revenues benefits costs
Fiseal year:

1970 _. .. $740 $14 $726
197) e e 970 194 776
1972 1,035 177 858
1973 e 1, 290 129 1, 161
1974 . 1, 345 135 1,210
1976 .. 1, 395 140 1, 255
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Borrowing From General Revenues—Present law
authorizes borrowing with interest from general rev-
enues when Federal unemployment tax collections
are insufficient to meet State administrative costs,
and interest-free borrowing when the loan fund (the
Federal Unemployment Account) is insufficient to
meet State requests for advances for benefit pay-
ments. The House-passed bill authorizes interest-free
borrowing from general revenues when the funds in
the extended benefit account are insufficient to pa
the Federal government’s half of the extended benefit
costs. Under the House bill, the
would be repaid “at such times as the amount in the
extended unemployment comxpensation account is
determined by the Secretary of the Treasury, in
consultation with the Secretary of Labor, to be
adequate for such pmi?ose.”

Use of Revenues.—Present law establishes several
earmarked Federal accounts under the unemploy-
ment insurance provisions of the Social Security
Act; the House-passed bill would create an additional
account. Table 9 below compares the sources, uses,
and limitations on funds in these accounts under
present law and under the House-passed bill.

eneral revenues

Section and
age of
ouse bill

TABLE 9.—USE OF FEDERAL UNEMPLOYMENT TAX REVENUES

PRESENT LAW

1. The Employment Security Ad-

HOUSE-PASSED BILL
1. The Employment Security Ad-

ministration Account receives all ministration Account would receive

Federal unemployment tax reve-
nues initially, Funds from this
account are used for grants to the
States for the cost of administering
the unemployment compensation

program,

809, of Federal unemployment tax
revenues in 1970 and 1971 and
909, of these revenues thereafter.
Funds from this account would be
used, as under present law, for
grants to the States for adminis-
trative costs. This aecount could
not build up beyond 409 of the
current congressional appropria-
tion for grants to States (in 1970,
the 40% limit would be $290
million).

2. The Extended Unenéploymgnt
Insurance Account would receive
209; of Federal tax revenues in
1970 and 1971 and 109, thereafter.
Funds from this account would
gay half the cost of the extended

enefit program. This account
could not build up beyond the
greater of $750 million or .125%
of total wages in the previous year.

3. If one of these two accounts
is at the maximum but the other
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TABLE 9.—USE OF FEDERAL UNEMPLOYMENT TAX REVENUES

PRESENT LAW HOUSE-PASSED BILL

account is not, the excess from the
one at the maximum is transferred
to the one that is not.

2. Any amounts not needed for 4. If both accounts are at the
current administrative costs are maximum, the excess is transferred
transferred to the Federal Unem~ to the Federal Unemployment Ac-
flayment Account, to be. used for count, to be used (as under present
oans to States for une,mpl?l{ment law) for loans to States for unem-
benefits. The loan fund could not ployment benefits. The loan. fund
build up beyond 0.4% of State could not be built up beyond the
taxable wages (the limit is cur- greater of $550 million or .125%
rently $700 million). of total wages in covered employ-

ment in the previous year.

3. If the Federal Unemploy-
ment Account (loan fund) s at
the limit, excess funds are trans-
ferred to the Employment Seour-
ity Administration Account until
that account budlds up to $250

on.

4. Oncs this $250 million limit 5. Once all thelimits are reached,

on the administration account is
reached, excess funds must be
used to pay back any outstanding

excess funds must be used to pay
back any outstanding advances
of general revenues from the

advances of general revenues from Treasury (except advances to the

the Treasury.

6. If there still are any excess
funds, they are trensferred to the
accounts of the States in the
Unemployment Trust Fund for
benefit payments or, under cer-
tain circumstances, administrative

extended benefit account).

6. If it is anticipated that there
will be any excess funds beyond
this, the Secretary would have to
report to the Congress, with a
recommendation for appropriate
action. If no legislative action is

taken, excess funds are transferred
to the accounts of the States in
the Unemployment Trust Fund
for benefit payments or, under
certain circumstances, adminis-
trative costs.

costs.

The rules for distribution of funds not needed to
meet, current administrative costs have been largely
academic in recent years since virtually all revenues
were used for administration.

The effect of the modifications in the House-passed
bill is to use the excess funds to build up reserves
in the administration account for the first time, at
the expense of the loan fund (which has not been
used in the past decade).

The distribution of revenues by account under the
House-passed bill is shown in table 12. Even if no
extended benefits are paid in the next five years, no
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additional funds would be available for the loan fund
until 1974. No excess funds would be available for
transfer to the State accounts in the Unemployment
Trust Fund before 1974,

The limitations on the various accounts under
present law and under the House-passed bill are
shown in table 13.

TABLE 12.—DISTRIBUTION OF FEDERAL UNEMPLOYMENT TAX
REVENUES UNDER HQUSE-PASSED BILL IF THERE IS NO EX-
TENDED BENEFIT PERIOD BEFORE 1976

[In millions of dollars]

1970 1971 1972 1973 1974 1975

1. Tax collections. ... ... $740 $970 $1,035 $1,290 81,345 $1,395
2. Interest earnings..._.. 27 33 40 60 74 81
3. Total revenues.___ 767 1,003 1,075 1,350 1,419 1,476
4. Administrative costs.__ 700 765 897 895 988 1, 096
5. Balance.._.___.._ a7 238 188 455 421 380

6. Distribution of balance:
(o} Administration

aceount______.. 52 36 -5 304 39 36
(b) Estended benefit

account .. __._ 15 202 193 151 189 ————
(¢ Loanfund_._____. . 32 42
{d) State aceounts. ... o aaee 161 302

7. Balance in accounts
on July 1:
(a) Administration

account_ _ .. ____ 52 88 83 387 426 462
(b) Extended benefit

account_ ... 15 217 410 561 750 750
(¢) Loan fund.____._. 550 550 550 550 582 614

@ Total__ ... 817 855 1,043 1,408 1,758 1,826

TABLE 13.—LIMITATIONS ON VARIOUS ACCOUNTS UNDER PRES-
ENT LAW AND UNDER THE HOUSE-PASSED BILL

[In millions of dollars]

Current
balance 1970 1971 1972 1973 1974 1975

Administration account:

Present law_ oL $250 $250 $250 $250 $250 %250

House-passed bill.____._..._______ 200 310 367 408 428 462
Extended benefit aceount:

House-passed bill, ______ . _____.__. 750 750 750 750 750 750
Loan fund:

Present 1aw. o ceeeeo. $576. 700 736 772 808 844 880

House-passed bill__._____ 550 B350 550 550 550 582 614
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Issues and Considerations

1. Administration Financing Proposal—The Sec-
retary of Labor proposed that the Finance Commit-
tee modglyt the financing provisions of the House-

passed bill to shift from a tax rate increase to a wage
base increase:
1975 and
1970-71 1972 to 1974 thereafter
Net tax Net tax Net tax
rate rate rate
(per- Wage (per- Wage (pet- Wage
cent) base  cent) base  cent) base
Present law_..______.___ 0.4 $3,000 0.4 $3,000 0.4 $3,000
House-passed bill_._.___. .5 3 .5 4,200 .5 4, 200
Administration proposal__ .5 3,000 .4 4,800 4 6,000

Projected Federal revenues under present law, the
House-passed bill, and the Administration proposal
are shown in table 10 below; the use of revenues under
the Administration proposal is shown in table 11.

TABLE 10.—FEDERAL UNEMPLOYMENT TAX REVENUES

[In millions of dollars]
. House-passed  Administration
Fiscal year Present law bill proposal
1970 o $725 $740 $740
1978 . 776 970 970
1972 . 826 1,035 1, 100
1973 oo 765 1,290 1,133
1974 . 795 1, 345 1,185
1975 e 825 1, 303 1, 285

TABLE 11.—USE OF REVENUES UNDER ADMINISTRATION

PROPOSAL
[In millions of dollars}
Allocated to—

\ Total Extended Administrative

Fiscal year revenues benefits costs

1970 o e $740 $14 $726
1971 . e 970 194 776
19720 e 1,100 183 917
1973 e 1,133 113 1,020
1974 __ 1,185 119 1, 066
1975 IO 1, 285 129 1, 156
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2.. Borrowing From Generel Revenues.—The Com-
mittee may wish to consider amending the House
bill: to require that before any funds may be trans-
ferred to State accounts, any outstending interest-
free advances which have been made from general
funds to the extended benefit account must be repaid.

6. OTHER PROVISIONS
House-Passed Bill

Judicial Review.—Under existing law, there is no
specific provision allowing a State to seek judicial
redress of an adverse decision. by the Labor Depart-
ment. The bill sets forth specific procedures for such
court review,

Labor Standards Proviston.—The labor standards
provision of present law does not permit a State to
deny unemployment compensation to a claimant who
refuses to accept a position:

1. Which is vacant due directly to a strike,
lockout, or other labor dispute;

2. If the wages, hours, or other conditions of
the work offered are substantially less favorable
than those for similar work in the locality; or

3. Ii, as a condition of being employed, he
would be required to join & company union or
resign from or refrain from joining a bona fide
labor organization.

Under the “Knowland Amendment,” no finding of
a failure to comply substantially with the labor stand-
ard requirement shall be based on an application or
interpretation of State law with respect to which
further administrative or judicial review is provided
under the laws of the State. H.R. 14705 would modify
and clarify this provision by providing that no finding
of a feilure to comply would be basetf on an applica~
tion or interpretation of State law until all acﬂninis‘
trative review afforded by the State law has been
exhausted, or the time allowed by State law for
appeal to a Sfate court has expired, or judicial
review pending in a State court has been completed.
(There was no comparable provision in the House or
Senate bills in the 89th Congress.)

Reduced Taz Rates for New Employers.—The bill
would modify the Federal experience-rating standard
to permit States to assign reduced unemployment
tax rates (though the rates could not be less than 19)
with respect to newly covered employers on a basis
other than experience with unemployment. Present
law permits tax rate reductions only when based on
at least one year of experience with unemployment.

Research, Training, and Federal Advisory Couneil.—
The bill contains provisions establishing a Federal
unemployment compensation research program, a

Section and
page of
House bill

Sec. 131
(pp. 19-24)

Sec. 131(b){(2)
(p. 23)

Sec. 122
(p. 17)

Sec. 141
(pp. 24-28)
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Section and Federal program to train unemployment compensa-

%ﬁeﬂbﬂl tion personnel, both Federal and State, and a
Federal Advisory Council on Unemployment Com-
gensation to review the gperation of the Federal-
State program and to make recommendations for
its 1improvement.

Sec. 303(a) Employment Service Financing.—The bill would

(pp. 44-48) provide that the amount authgrized to be made
available out of the employment security adminis-
tration account for any fiscal year after June 30,
1972, is to reflect the proportion of the total cost
of administering the system of public employment
offices as the President determines is an appropriate
charge to the employment security administration
account. The President’s determination would take
into account such factors as the relationship be-
tween employment subject to State unemfplqment
cormnpensation laws and the total labor force, the
number of unemployment compensation claimants
and the number of job applicants, and such other
factors as he deems relevant. The purpose of this pro-
vision is to limit the use of revenues derived from the
Federal unemployment tax to emiployment service
costs related to unemployment compensation ad-
ministration.

Sec. 142 Change in Geﬂ’é{cation Date.—Under present law,

(pp. 28-32) the Secretary of Labor certifies to the Secretary of
the Treasury on December 31 that State unemploy-
ment compensation laws meet the requirements of
Federal law. The House-passed bill ehanges the
annual certification date from December 31 to
October 31.

Comparison With 1966 Finance Committee Bill

Sec. 131 1. Judicial Review.—The judicial review pro-

(pp. 19-24) visions of the House-passed bill differ from those
in the 1966 Finance Committee bill in the following
respects:

1966 FINANCE COMMITTEE BILL 1969 HOUSE-PASSED BILL

(@) The findings of fact by the (a) The findings of fact by the
Secretary of Labor shall be con- Secretary of Labor shall be con-
clusive unless contrary to the clusive if supported by substantial
weight of the evidence. evidence.

. (&), The commencement of (3) The commencement of

judicial proceedings shall not stay judicial proceedings shall stay

the Secretary’s action, but the the Secretary’s action for a period

court may grant interim relief if of 30 days, and the court may

warranted. thereafter grant interim relief if
warranted.



2. Training Program.—The authorization for a
training program in the House bill is broader than

Section and
page of .
House bill
Sec. 141
(pp- 25-27)

the comparable provisions in the bill in the 89th

Congress:
1066. FINANCE COMMITTEE BILL

(a) Authorized Labor Depart-
ment (directly, through State
cies, or through contracts
with institutions of higher educa-
tion) to provide training programs
and courses for persons occupying
or preparing to occupy positions in
t!lle administration of the unem-
ployment compensation program;
suthorized fellgwslﬁpa and trainee-
ships for persons trained.

3. Federal Advisory Council.—The House-passed
bill establishes a Federal Advisory Counc
authorizes $100,000 annually to cover the cost. An

1969  HOUSE~PASSED BILL

(a) Same, except also authox:izes
contracts with “other qualified
agencies, organizations, or insti-
tutions.”

(b) Authorizes development of
training materials and provision of
technieal assistance to States in
operating training programs.

(¢) Authorizes interchange of
Federal snd State unemployment

compensation personnel.

) Sectio:; and
page O

House bill
Sec. 141, new

and sec. 908, SSA

advisory council which used to be concerned with
unemployment compensation already exists in the
Labor Department; this group is expected in the
future to devote most of its time to manpower

development programs.

1. Research Program.~—The authorization for a
research program in the House-passed bill is similar

to the comparable provision of the 1966 Finance
Committee bill. However, the House bill directs that
in developing information on the effect and impact of
extending coverage to excluded groups, “first atten~
tion” is to be given ‘““to domestic workers in private

households.”
lar;gn;ge from the House bill.

raining program.—The House-passed bill says

(pp- 27-28)
Issues and Considerations
Sec. 141
(pp- 24-25)
e Committee may wish to delete this
Sec. 141
(pp. 26)

that the Secretary “may” require persons receivin

fellowships or stipends to repay the cost if they f
to serve in the employment security program for a
suitable period of time. The Committee may wish to
consider making this provision mandatory.



Section and

page of -
House bill

Sec. 121(b)
(p. 17)

Sec. 301, 302
)

Seec. 141
(pp. 24-28)
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7. EFFECTIVE DATE
House-Passed Bill

All provisions in the House-passed bill placing re-
quivements on the States were made effective Jan-
uary 1, 1972, Since the House acted on the bill im
November 1969, this would have sllowed two years,
during which each State legislature would have met
at least one time.

The tax rate increase under the House bill would
have begun in January 1970, while the increase in
the wage base from $3,000 to $4,200 would be effec-
tive in January 1972.

Authorizations for research, training, and a Fed-
eral Advisory Council begin with fiseal year 1970.

Issues and Considerations

1. All States except three (Kentucky, Louisiana,
and Virginia) have legislative sessions in 1971 during
which unemployment compensation legislation may
be considered. The Committee may wish to retain
the effective dates in the House-passed bill but make
special provision that States whose legislatures do
not meet in 1971 will have until 90 days after the

‘next session of the legislature to meet the require-

mente of the bill. .

2. It is suggested that the authorizations for re-
search, tra.imn’ﬁ, and a Federal Advisory Council
begin with fiscal year 1971.

O



