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I. INTRODUCTION

Unemployment compensation is a Federal-State ý system designed to
provide temporary wage loss protection to workers against the eco-
nomic hazards of unemployment. Funds accumulated from payroll
taxes permit payment of benefits to unemployed insured 'orkers. The
last major amendments to the unemployment compensation liaws were
enactedlin 1976. One part of these amendments provided for the estab-
lishment of a National Commission on Unemployment Compensa-
tion--a temporary advisory body charged with studying a wide range
of issues relating to the program and reporting back to the Congress.
Legislation to extend the life of this Commission (which was sched-
uled to have completed its work by July 1, 1979) has been passed by
the House of Representatives and referred to the Committee on
Finance. On August 6 1979, the Finance Subcommittee on Unem-
ployment and RelatedI Problems announced that hearings on the
extension legislation (H.R. 3920) would be held on September 5,1979.
At the same time, the subcommittee announced its intention to hold
further hearings at a later (late on proposals for reducing the cost of
the unemployment compensation program. This documentt presents
general background data and materials on the unemployment com-
ensation program along wvith specific information concerning the
ill H.It. 3920 and concerning a number of proposals compiled by the

stair related to reducing the costs of the program.

TABLE 1-UNEMPLOYMENT COMPENSATION-REVENUES AND
EXPENDITURES, FISCAL YEARS 1979-84

[In millions of dollars]

1979 1980 1981 1982 1983

Revenues

State taxes ........... 12,190 12,900 14,160 14,890 14,680
Federal taxes ........ 2,890 3,050 3,200 3,360 3,510

Expenditures

Regular benefits ..... 8,470 11,200 11,510 11,370 11,490
Extended benefits.... 250 620 630 600 600
Administrative cost.. 1,770 1,830 1,960 2,000 2,050

Source: Department of Labor projections under Administration midsession
review assumptions.
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II. GENERAL INFORMATION CONCERNING THE
UNEMPLOYMENT COMPENSATION PROGRAM

A. The Basic Structure of the Program

The unemployment insurance system in this country is the product
of Federal and State legislation. About 97 percent of wage and salary
workers are covered by the Federal-State system established by the
Social Security Act. The Federal taxing provisions are in the Fed-
eral Unemployment Tax Act, chapter 23 of the Internal Revenue
Code (FUTA). Railroad workers are covered by a separate Federal
)rotram. Veterans with recent service in the Armed Forces and

civilian Federal employees are covered by it Federal program, chap-
ter 85, title 5, United States Code, with the States paying benefits as
agents of the Federal Government.

The Federal provisions in the Social Security Act and the Federal
Unemployment Tax Act establish the framework of the system. If a
State law meets minimum Federal requirements (1) employers re-
ceive a 2.7 percent credit against the 3.4 percent Federal payroll tax,
and (2) the State is entitled to Federal grants to cover al lthe neces-
sary costs of administering the program.

Section 3304 of the Internal Revenue Code of 1954 provides that
the Secretary of Labor shall approve a State law if under the State
law:

(1) Compensation is paid through public employment offices or
other approved agencies;

(2) All/of the funds collected under the State program are (le-
posited in the Federal Unemployment Trust Fund;

(3) All of the money withdrawn from the unemployment fund
is used to pay unemployment compensation or to refund amounts
erroneously paid into the Fund;

(4) Compensation is not denied to anyone who refuses to ac-
cep t new work because the job is vacant as the direct result of a
labor dispute, or because the wages, hours or conditions of work
are substandard, or if as a condition of employment, the individual
would have to join a company union or resign from or refrain from
joining a labor union;

(5) Compensation is paid to employees of FIUA tax-exempt
nonprofit organizations who employ 4 or more workers in each of
20 weeks of the calendar year and to most State and local govern-
ment employees (with specific limitations on benefit entitlement
for employees of educational institutions);

(6) Compensation is not payable in 2 successive benefit years
to an individual who has not worked in covered employment after
the beginning of the first benefit year;

(7) Compensation is not denied to anyone solely because he is
takingpart in an approved training program;

(8) Compensation is not denied or reduced because an in-
dividual's claim for benefits was filed in another State or Canada-

(9) The only reasons for cancellation of wage credits or total
benefit rights are discharge for work-connected misconduct, fraud
or receipt of disqualifying income;

(10) Extended compensation is payable under the provisions
of the Extended Unemployment Compensation Act of 1970;

--------------- • '- -- ! ... .



(11) The State participates in arrangements for combining
wages earned in more than one State for eligibility and benefit
purposes;

(12) Reduced State unemployment tax rates are permitted
employers only on the basis of their experience with respect to
unemployment;

(13 ton profit organizations and governmental entities are
permitted to finance benefit costa by reimbursing the fund for

benefits paid to their former employees (instead of by paying
unemployment taxes);

(14) Compensation is not denied solely on the basis of preg-
nancy or termination of pregnancy;(14) Compensation is not payable during an offseason period
on the basis of employment as a professional athlete;

(15) Compensation is not payable on the basis of employment
by an alien who was not lawfully present in the United States for
purposes of performing such employment;

(16) Wage information necessary for determining eligibility
for aid to families with dependent children is made available to
the appropriate State or local welfare agency; and

(17) Compensation payable for unemployment after March :11,
1980 is reduced by the amount of any public or private pension
payment.

An employer is subject to the Federal unemployment tax if, during
the current or preceding calendar year, he employed one or more
individuals in each of at least 20 calendar weeks or if he paid wages
of $1,500 or more during any calendar quarter of either such year.

Taxable wages are defined as all remuneration from employment
in cash or in kind with certain exceptions. The exceptions include
earnings in excess of $6,000 in a year, payments related to retirement,
disability, hospital insurance, et cetera.

Employment is defined as service performed within the United
States, on or in connection with an American vessel or aircraft, and
service performed outside the United States for an American em-
ployer. This service, however, is subject to a long list of exceptions
which generally coincide with the provision of law relating to the
definition of employment for purposes of the old-age, survivors andl
disability insurance program (title II of the Social Security Act and
chapter 21 of the Internal Revenue Code of 1954). Major exceptions
are agricultural and (domestic employment not meeting certain mini-
mum requirements as to size of payroll. (Farm employment is covered
only if the employer has a payroll of at least $20,000 in any calendar
quarter or if he employes 10 or more employees in at least 20 weeks of
the year. Domestic employment in a private household is covered if
the employer pays $1,000 or more in domestic wages in a calendar
quarter of the current or prior year.) Employment for State and local
governments is not subject to the Federal tax but State programs must
make unemployment compensation benefits available to State and local
employees.title III of the Social Security Act provides for payments from the

Federal unemployment fund to the States to meet the necessary cost
of administering the unemployment compensation programs in the
States and the costs of operating their public employment offices.
Under this title, the grants are restricted to those States that have
been certified by the Secretary of Labor as providing:

I I I -- I I III I I
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(1) Methods of administration (including a State merit system)
which will insure full payment of unemployment compensation
when (lue;

(2) Unemployment compensation payment through public
employment offices or through other approved agencies:

(3) For fair hearings to individuals whose claims fo; unemploy-
ment compensation have been denied;

(4) For the payment of all funds collected to the Federal
Unemployment Trust Fund;

(5) That all of the money withdrawn from the fund will be used
either to pay unemployment compensation benefits, exclusive of
administrative expenses or to refund amounts erroneously paid in-
to the fund; except that, if the State law provides for the collection
of employee payments, amounts equal to such collections may be
used to provide disability pp.yments;

(6) For making the reports required by the Secretary of Labor;
(7) For providing information to Federal agencies a(Iminis-

tering public work programs or assistance through public
employment;

(8) For limiting expenditures to the purposes and amounts
found necessary by the Secretary of Labor; and

(9) For repayment of any funds the Secretary of Labor deter-
mines were not spent for unemployment compensation purposes
or exceeded the amounts necessary for proper administration of
the State unemployment compensation law.

B. Financing of the Program

The Internal Revenue Code provides for the imposition of an excise
tax on wages paid by employers which forms the basis of the Federal-
State system of unemployment compensation. The full Federal tax
rate is 3.4 percent and is applicable to the first $6,000 of wages paid
by each employer to each of his employees annually. However, if a
State has an approved unemployment compensation program (as all
States have had since the beginnings of the program) all employers in
the State receive a credit equal to 2.7 percent out of the full 3.4 percent
Federal tax. In other words, the net effective Federal tax rate is 0.7
percent of a maximum annual tax per employee of $42. The overall
Federal tax rate and the net effective tax rate will automatically be
reduced by 0.2 percentage points (to a gross rate of 3.2 percent and
a net rate of 0.5 percent) when the general fund of the Treasury has
been reimbursed for the loan made (luring the past recession to the
Federal Extended Unemployment Compensation Account in the Un-
employment Trust Fund. This loan now has an outstanding balance
of more than $8 billion. The Administration estimates that, under
present law an(I current economic assumptions, full repayment will
not occur before 1986.

Regular unemployment benefits are payable under provisions estab-
lishe by State law and funded by State unemployment taxes. The net
Federal tax is used primarily to meet State and Federal costs of admin-
istering the program, to provide a reserve from which States can tem-
porarily borrow funds when they are unable to meet benefit costs from
State accounts, and to pay a part of the costs of the extended benefit
program which is operative in times of unusually high unemployment.

- .11mom appps -m



Taxable wage base.-The Federal unemployment tax is now applicable
to the first $6,000 of annual wages paidl to each eml)loyee. This means
that for all employees earning above the minimum wage, the tax
is imposed on less than their full earnings. It is estimated that, in
1981, the $6,000 base will cover about 43 percent of all wage" in
covered employment. While the net effective Federal tax rate is only
0.7 percent, th; Federal tax base has a significant impact on the larger
State unemployment taxes since all States must, as a practical matter,
adopt a tax base at least as great as the Federal tax base. The majority
of States do, in fact, adopt the Federal base as the State base although
States may adopt (and several States have adopted) a larger base
(see table 2).

Tax rates.-Regular unemployment benefits unler State programs
are financed by payroll taxes imposed by each State legislature.
All States levy taxes on employers. Three States (Alabama, Alaska,
and New Jersey) also collect contributions.from employees. These
taxes are deposited by the State to its account in the unemployment
trust fund in the Federal Treasury and withdrawn as needed to pay
benefits. All jurisdictions other than Puerto Rico and the Virgin
Islands, utilize some form of "exl)erience rating" under which employer
tax rates vary according to the amount of unemployment benefit-s
attributable to each employer. Federal law requires that State
experience rating systems which allow certain employers to pay tax
rates which are lower than the basic or "standard" rate must' base
those lower rates on "experience with respect to unemployment or
other factors having a direct relation to unemployment risk." The
reverse of this proposition is nut, however, required. Employers who
have an unusually high unemployment experience (as might, for
example, be the case in a seasonal industry) are not required to pay
rates which are higher than the "standard" rate even though that
rate is not sufficient to meet the benefit costs for those employers.

Loanm to States.--State benefit costs are generally funded by State
imposed payroll taxes. In theory, taxes would be set at a level sufficient
not only to meet immediate benefit cost requirements but tilso to estab-
lish a reserve against periods of economic slowdown when benefit costs
maý be greatly increased because of higher levels of unemployment
an( because of the longer dluration of benefits under the extended
benefit program. (In addition to other considlerations, the existence of
a reserve against such contingencies alleviates the need to raise taxes
at the very point in time when it may be most important to avoid the
economic consequences of raising taxes.) In practice, State reserves
may not be adequate for such contingencies. ('onsequently, a portion
of the Federal unemployment tax is devotedl to a loan account from
which States may borrow as necessary to meet benefit obligations for
which the State's own fund proves inadequate. Under permanent law,
States must repay these loans by November 10 of the second year as
of the start of which they hadt an outstanding loan. If repayment has
not been made by this deadlline, employers in the State lose' a part of
their credit against the full Federal unemployment tax andl the pro-
ceedls of the reducedl credit are used to repay the outstanding loan. The
amount of the reduction in the tax credit grows each year until the
loan is fully repaid.

49-733 0 - 79 - 2
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During the recent recession, many States found their reserves inade-
quate to meet the demands of the increased benefit costs resulting
from higher unemployment and longer benefit duration. The loan
requirements greatly exceeded the capacity of the Federal loan account,
so that it in turn had to borrow funds from the general fund of the
Treasury. (The trust fund accounts were also insufficient to meet
Federal benefit obligations under the extended benefit program and
the now expired Emergency Unemployment Compensation Act of
1974). Because of the magnitude of State borrowing, Congress dleter-
mined that, repayment would not be required within the usual period
of about 2 years. Legislation was enacted allowing States an additional
3 years to repay the loans under certain conditions.

TABLE 2.-AVERAGE STATE
IN

UNEMPLOYMENT TAX RATES
1979

Estimated average tax rates
Tax base as a percent of:
(S6,000
except Taxable

State as shown) wages All wages

U.S. average ................

Alabama ..................
Alaska ......................
A rizona ........................
Arkansas ..................
California .....................

Colorado .....................
Connecticut ................
Delaw are ......................
District of Columbia ...........
Flo rida ........................

Georgia ....................
H aw aii .......................
Idaho ......................
Illinois ....................
Indiana ....................

6,600
0,000

10400
10,200

Iowa ........................... . 6,900
Kansas ...............................
Kentucky ..............................
Louisiana ............................
M a in e .......... .................. . ..... .

M aryland .............
Massachusetts ........
Michigan...........
M innesota .............
Mississippi...........

See footnote at end of table.

... .......... 8,000 "

- - --I --- ý - -om

2.8

2.1
4.0
2.2
2.0
3.4

1.3
2.6
2.9
4.0
2.0

2.2
2.7
2.1
3.3
1.5

3.0
1.8
2.2
3.4
3.3

4.3
3.6
4.1
2.2
2.1

1.3

1.2
2.0
1.2
1.2
1.6

.7
1.2
1.3
1.7
1.0

1.2
1.9
1.4
1.4
.6

1.7
1.1
1.2
1.0
1.9

1.5
1.8
1.8
1.2
1.2



TABLE 2.-AVERAGE STATE UNEMPLOYMENT TAX RATES
IN 1979-Continued

Estimated average tax rates
Tax base as a percent of:
($6,000
except Taxable

State as shown) wages All wages

Missouri ......... 2.3 .9
Montana ......... .3.1 1.9
Nebraska ........ 1.3 .6
Nevada .............. 7,400 3.1 1.8
New Hampshire. 1.7 1.0

New Jersey......... 6,600 3.9 1.8
New Mexico 6,600 2.0 1.1
New York ......... 3.6 1.5
North Carolina.. 1.7 .8
North Dakota.. 7,000 1.8 1.3

Ohio.... 2.7 1.1
Oklahoma.. 2.0 .9
Oregon.. 9,000 3.4 2.0
Pennsylvania ........... 3.2 1.5
Puerto Rico ..... . 3.0 3.0

Rhode Island. . 2.9 1.5
South Carolina 2.1 1.2
South Dakota 1.1 .7
Tennessee .......... 2.0 1.0
Texas ............... .7 .3

Utah ............... .. 10,300 1.7 1.2
Vermont .............. . 3.3 1.8
Virginia................... ... ...1.1 .5
Virgin Islands ................... . 3.7 2.4
Washington ................ . 9,000 3.3 1.9

West Virginia....... ................ 2.6 1.2
Wisconsin ...... .............. ... . 3.3 1.4
Wyoming ........................ 2.7 1.1

'Total wages paid to an individual are taxable.
Source: Department of Labor (based on estimates by State agencies).

w o mI MNE-WO
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TABLE 3.-ADVANCES TO STATES FROM THE FEDERAL UNEMPLOYMENT ACCOUNT

(In millions)

States 1972 1973 1974 1975

Connecticut. .... $31.8 $21.7 $8.5 $203.0
Washington.. 40.7 3.4 50.0
Vermont . ..... ...... .......... ..... . . 5.3 23.0
N ew Jersey .. ..... . .. ........................... ....... 352 .2
Rhode Island .................................. 45.8
M assachusetts . ............ ........... ... ............ 140 .0
M ich igan .. ... . ..... ......................... .......... 326 .0
P uerto R ico ................................................. 35.0
Minnesota .. .................................... 47.0
M a in e ....... ........ ....... ... .. . ................. 2 .4
Pennsylvania .................................... .. 173.8
D e law are . ..... .... .. ... ..... ..... ........ .......... 6 .5
District of Colum bia .. . .. ............ .................. 7.0
A la bam a . .. . ........................................... 10 .0
Illin o is ................... ...................... .......... 6 8 .8
A rk a n sa s .... .. ..... .............. ..................... . .. .....
H a w a ii. . ..... .. . ... . . . . . . . . . . .. . .. . .. . .. . .. . .. . . . . . . .. . . . . .. . .. . .
N e v a d a .. ..... . .. .. .. .... ........ ............. ....... .. .. .........
Virgin Islands. ................................ 2.5
O re g o n ........ .. .. . .... . ... ....................... ........... .
M a ry la n d .. . ...... ........ .................. ....
O h io . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
F lo rid a ... . . . . ... . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . ..
M o n ta n a ..... . .... . ........................ ....................
N e w Y o rk . ... ..............................................................

1976 1977 1978

$137.0 $75.0 $37.0
55.3
9.2

145.0
20.0

125.0
245.0

22.0
76.0
12.5

379.2
14.0
26.6
20.0

446.5
20.0
22.5
7.6
5.6

18.5
36.1

,. o... '.*O

10.01.4

10.3
141.7

9.0

53.0
18.2
49.0
8.0

373.3
16.1
25.4
26.7

243.3
10.0

96.0
31.0

13.5

13.5

261.0
10.4
8.4

187.9

. .. . . . . . . . . . . . . . . . I. . .o o

2 .8 ............

26.5 ............
1.9 .............

32.0 .............
7.9 1.2

155.8 180.0

TJhyouflo Repa TotalJ979 menA outstanding

......... $103.5 $410.5
149.4 0

.......... 1.4 46.4
........ ... 40.0 694.9

5.0 7.8 103.0
........ .. . .... 26 5.0
. ....... . . .. . ... 624.0

88.7
20.0 152.0

... ........ ... ....... 3 6 .4
35.0 .... ....... 1,222.3

......... 4 7.0
6.1 2.9 70.6

............ 56.7 0

... ........ ....... 946 .5
S..........0.5 19.5
......... I .. 22.5 0
............ 7.6 0
....................... 1. 10 .9
............ 18.5 0
............ 62.6 0

.......... 1.9 0
S............ 42.0 0
................ ....... 10 .5
................ I....... 3 3 5.8

Total ........ 31.8 62.4 17.2 1,493.0 1,855 1,285.9 839.9 46.1 547.3 5,084.0

Source: Department of Labor.

b o- 1 -, - - 0 w -
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TABLE 4.-STATE UNEMPLOYMENT COMPENSATION
ACCOUNTS

[Millions)

Balance in
trust fund

Dec. 31

CY 1978
balance in

Benefit months of
outlays CY CY 1979

1978 outlays

Out-
standing

loans as of
Dec. 31

1979

Out-10standing
loans as of

July 31,
1979

$11,161.1 $10,494.8 ......... $5,088.9 $5,084.0

Alabama ...........
Alaska ..............
Arizona .............
Arkansas ............
California ...........

Colorado ............
Connecticut .........
Delaware ............
District of Columbia.
Florida ..............

Georgia .............
G uam .................
Hawaii .............
Idaho ...............
Illinois ..............

Indiana.........
Iowa ..............
Kansas ..............
Kentucky..........
Louisiana ...........
M aine ...............
Maryland ...........
Massachusetts ......
Michigan ..... .....
Minnesota.......

Mississippi ..........
M issouri ............
Montana ............
Nebraska.......
Nevada ............

New Hampshire....
New Jersey ..........
New Mexico......
New York ............
North Carolina ......

North Dakota ........
Ohio ..............
Oklahoma ...........
Oregon ..............
Pennsylvania........

Puerto Rico......
Rhode Island ........
South Carolina .....
South Dakota .......
Tennessee ..........

See footnote at end of table.

88.7
58.4

137.7
33.5

1,755.0

99.5
74.3
14.4

.8
398.0

344.7
37.7

80.7
334.4

357.7
94.2

199.7
165.8
120.9
25.0

121.4
207.4
597.2
164.5

180.3
208.0

15.2
66.4
51.6

60.0
149.0
55.0

358.7
402.7

16.5
457.8
118.0
193.8
188.4

24.7
13.5

130.5
13.4

243.2

105.5
88.2
33.3
57.1

1,065.2

49.6
150.4
24.3
58.3

117.1

108.6
41.4
27.1

673.6

100.0
106.2
48.0

102.2
130.9
47.9

102.5
295.4
492.6
134.3

38.2
135.9
27.5
25.3
30.7

15.4
637.0

19.7
1,086.9

101.5

21.7
349.4
33.6
96.6

799.8

97.7
82.5
66.5
9.7

103.4

10.1
7.9

49.6
7.0

19.8

24.1
5.9
7.1
.2

40.8

27.0

19.5

. .. . .o . . . . . . .

410.5
47.0
64.5

19.5

410.5
47.0
70.6

3 8 .1 .......... ..... ......
10.9 ...................
35.7 ...............

6.0 946.5 946.5

42.9
10.6
49.9
19.5
11.1
6.3

14.2
8.4

14.5
14.7

56.6
18.4
6.6

31.5
20.2

46.8
2.8

33.5
4.0

47.6

9.1
15.7
42.1
24.1
2.8

3.0
2.0

23.5
16.6
28.2

. . . . . . . . . . . . . . . . . . . . . . . .

36.4, 36.4

. . . . . . . . . . . . . . . . . . . . . . ..265.0.265.0

624.0 624.0
172.0 152.0

• . . . . . . . . . . . .. . . . .

.. . . . . . . . . . . . . . . . . .,. . . . .

10.5 10.5
. •. .. . . . . . . . . . . . . •. . . . . .

S. . . . . . . . . ., I. . . . . . . . . . . .

694.9.....694. .9

335.8 . .8
.. . . . . . . . . . . . . . . . . . . . . .

•. . . . . . . . . . . . . . . . . . . . . .. .

. .. . . . . . . . . . •. . . . . . . . . . . .

S........................
i.. Ii97............ ýi... j

88.7
102.1

..............

.. •............

.,.............

88.7
103.0

State

Total ..........



10

TABLE 4.-STATE UNEMPLOYMENT COMPENSATION
ACCOU NTS-Continued

[Millions)

CY 1978 Out. Out.
Balance in balance in standing standing

9 trust fund Benefit months of loans as of loans aso
Dec 3 1 outlays CY CY 1979 Dec. 31.

Statei979 1978 outlays 1978

Texas ............... 343.4 146.9 28.1 ........................
Utah ................ 48.6 34.0 17.2 .......................
Vermont ............. 15.9 20.0 9.5 46.4 46.4
Virginia ............. 96.0 94.6 12.2 ...... .........
Virgin Islands ........ 5 3.8 1.6 10.9 10.9

Washington.......... 103.9 157.0 7.9 ........................
West Virginia......... 57.0 75.4 9.1 ........................
W isconsin ........... 365.3 178.0 24.6 ........................
Wyoming ............ 58.9 7.4 95.5 ........................

Source: Department of Labor.

C. Eligibility Requirements and Benefit Levels

(1) Federal requirement8.-Conditions for approval of State pro-
grams (and therefore for allowing the credit against the bulk of the
Federal tax) are spelled out in the Internal Revenue Code. Originally,
most of the Federal requirements were aimedl at assuring propriety
in the funding of State programs and at limiting the ability of States
to deny benefits, rather than at controlling program costs. Since the
overwhelming bulk of program costs were funded by State imposed
taxes, States were considered to have adequate incentive to keep those
costs under control. With increasing Federal involvement in the fund-
ing of the program, however, and a growing impact of unemployment
benefits on the Federal budget, there has been some recent interest
in Federal action to assure that benefits are not paid in inappropriate
cases.

In the 1970 amendments, a requirement was added to prevent an
abusive situation under some State programs which resulted in inordi-
nately long duration of benefit payments. The 1976 amendments
added provisions requiring that States deny benefits to illegal aliens,
that benefits not be paid (luring the off-season on the basis of employ-
ment as a professional athlete, and that unemployment benefits be
reduced by the amount of any public or private pension which is
also payable to an unemployed person. (The last requirement does
not become effective until March 31, 1980). In addition, the 1976
amendments, which mandated unemployment benefit coverage for
State and local government employees, also required that. benefits for
teachers and otder professional school employees not be paid during
vacation periods (provided that there is a reasonable prospect o
post-vacation reemployment).

(2) State requirements.-Allthough there are, as indicated above,
certain Federal requirements which State unemployment compensa-
tion programs must meet, States have broad discretion to determine
qualifying requirements, benefit amounts, anti duration of regular
benefits. Hence there is no common pattern of benefit provisions.

-m ! I



The States hnve developedl liverse iind complex formulits for dleter-
mining workers' benefit rights.

Under all State unemploYment .insurance laws, a worker's benefit
rights depend on his experience in covered employment in a past
period of time, called the base p)erio(I. The period during which the
weekly rate and the duration of benefits determined for a given worker
apply to him iv called his benefit year.

The qualifying wage or employment provisions attempt to measure
the worker's attachment to the labor force. To qualify for benefits as
an insured worker, a claimant must have earnedl a sl)ecifiedl amount of
wages or must have worked a certain number of weeks or calendar
quarters in covore(d employment within the base period, or must have
met some combination of ware and. employment requirements. He
must also be free from disqualification for causes which vary among
the States. All but a few States require a claimant to serve a waiting
period before his unemployment may be compensable.

All States determine an amount l)ayable for a week for total unem-
ployment. as defined in the State law. Usually a week of total unem-
ployment is a week in which the claimant'performs no work and
receives no pay. In a few States, specified small amounts of o(l(l-jol)
earnings are disregarded in determining a week of unemployment. In
most States a worker is partially unemployed in a week of less than
full-time work when he earns less than his weekly benefit amount. The
benefit payment for such a week is the difference between the weekly
benefit amount and the part-time earnings, usually with a small allow-
ance as a financial inducement to take part-time work.

The maximum amount of benefits which a claimant may receive in
a benefit year is expressed in terms of dollar amounts, usually equal
to a specified number of weeks of benefits for total unemployment. A
p)artially unemployed worker may thus draw benefits for a greater
number of weeks. In several States all eligible claimants have the
same potential weeks of benefits; in the other States, potential dura-
tion of benefits varies with the claimant's wages or employment in the
base period, up to a specified number of weeks of benefits for total
unemployment.
Qualifying vages and employment

All States require that an individual must have earned a specified
amount of wages or must have worked for a certain period of time
within his base period, or both, to qualify for benefits. The purpose of
such qualifying requirements is to restrict benefits to covered workers
who are genuinely attached to the labor force.

(1) Multiple of the weekly benefit or high quarter wage8.-Some States
express their earnings requirement in terms of a specified multiple
of the weekly benefit amount. Such States have a weekly benefit
formula based on high-quarter wages. Most of the States with this
type of qualifying requirement add a specific requirement of wages in
at least two quarters which applies especially to workers with large
high-quarter earnings and maximum weekly benefits. Many of the
States with a high-quarter formula have an additional requirement of
a specified minimum amount of earnings in the high quarter. Such
provisions ten(d to eliminate from benefits part-time and low-paid
workers whose average weekly earnings might be less than the State's
minimum benefit.

I 11
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(2) Flat qualifying amount.-States with a flat minimum (jualify-
ing amount include most States with an annual wage-formula for de.
termining the weekly benefit and some States with a high quarter-wage
benefit formula.

In all these States any worker earning the specifiedl amount or more
within the base periodl is entitledI to some benefits. Of the States with
a flat qualifying amount andl a high-quarter formula, about half re-

uire wages in more than one quarter to qualify for any benefits.
others do not require any wages in a quarter other than the high

quarter to qualify for benefits.
(8) Weeks of employment.-More than one-fourth of the States

require that an individual must have worked a specifiedl number of
weeks with at least a specified weekly wage.

(4) Requalifying requirements.-All States that have a lag between
the base period and benefit year place limitations on the use of lag-
period wages for the purpose of qualifying for benefits in the second
benefit year. The purpose of these special provisions is to prevent bene-
fit entitlement in 2 successive benefit years following a single separa-
tion from work.
Waiting period

The waiting period is 1 week of total or partial unemployment in
which the worker must have been otherwise eligible for benefits.
All except 10 States require a waiting period of 1 week of total un-
employment before benefits are payable.
Benefit eligibility and disqualification

All State laws provide that, to receive benefits, a claimant must be
able to work, must be seeking work and must be available for work.
Also he must be free from disqualification for such acts as voluntary
leaving without good cause, discharge for misconduct connected with
the work, and refusal of suitable work. The purpose of these provi-
sions is to limit payments to workers unemployed primarily as a result
of economic causes.

In all States, claimants who are held ineligible for benefits because
of inability to work, unavailability for work, refusal of suitable work,
or disqualification, are entitled to a notice of determination and an
appeal from the determination.
Benefit computation

(1) Weekly benefit amount.-All States except, New York measure
unemployment, in terms of weeks. The majority of States determine
eligibility for unemployment benefits on the basis of the calendar
week (Sunday through the following Saturday); the rest pay benefits
on the basis of a flexible week, which is a period of 7 consecutive days
beginning with the first clay for which the claimant becomes eligible
for the payment of unemployment benefits. In New York, unemploy-
ment is measured in days and benefits are paid for each accumulation
of "effective days" within a week.

(2) Formulas for computing weekly benefits.-Under all State laws
a weekly benefit amount, that is, the amount payable for a week of
total unemployment, varies with the worker's past wages within cer-
tain minimum and maximum limits. The period of past wages used
and the formulas for computing benefits from these past wages vary
greatly among the States. In most of the States the formula is designed
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to compensate for a fraction of the full-time weekly wage; i.e., for a
fraction of wage loss. within the limits of minimum and maximum
benefit amounts. Several States p)rovi(de additional allowances for cer-
tain types of dlependents. Most of the States use a formula which bases
benefits on wages in that quarter of the base period in which wages
were highest. This calendar quarter has been selectedI as the period
which most nearly reflects full-time work. A worker's weekly benefit
rate, intended to represent a certain propjortion of average weekly
wages in the higher quarter, is computed (directly from these wages. In
13 States the fraction of high-quarter wages is 1/26. Between the mini-
mum and maximum benefit amounts, this fraction gives workers with
13 full weeks of employment in the high quarter 50 percent of their
full-time wages. Some States provide a variable fraction of wages
which gives a higher percentage to lower-paid workers than to those
with higher earnings levels.

TABLE 5.-DURATION (IN WEEKS) OF
MENT BENEFITS

REGULAR UNEMPLOY-

Minimum
potential

State duration

Alabam a ................
Alaska ...............
Arizona .................
Arkansas .............
California ...............

Colorado .............
Connecticut .............
Delaware ................
District of Columbia.....
Florida ..................

Georgia....
Hiawaii-.
Idaho .......
Illinois.....
Indiana .....

Iowa ..................
Kansas .................
Kentucky .............
Louisiana ...............
Maine ................
Maryland ................
Massachusetts ..........
Michigan .............
M innesota ...............
Mississippi...........

Sao footnotes at end of table.

Maximum
potential
duration

11
14
8

10
12

7
26
11
17
10

4
26
10
26
3

15
10
15
12
3

26
9

11
11
12

26
28
26
26
26

26
26
26
34
26

26
26
26
26
26

26
26
26
28
26
26
30
26
26
26

Earnings in
base year

required for
maximum
benefits

$7,017.01
8,500.00
7,019.51
9,300.00
5,406.01

14,144.52
5,120.00
7,798.01

11,694.01
9,776.52

9,180.00
4,020.00
9,815.01
3,609.50
7,696.00

10,215.01
9,591.01
9,358.51
9,867.51
7,486.51
3,816.00

10,163.89
5,600.35

11,063.00
6,237.01

49-733 0 - 79 - 3
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TABLE 5.-DURATION (IN WEEKS) OF REGULAR
MENT BENEFITS '-Continued

UNEMPLOY.

Earnings In
base year

Minimum Maximum required for
potential potential maximum

State duration duration benfiets I

M issouri ................
M ontana ................
Nebraska .............
Nevada .................
New Hampshire.....

New Jersey ..............
New Mexico .............
New York .............
North Carolina.......
North Dakota ............

Ohio ..................
Oklahoma ...............
Oregon ..................
Pennsylvania ............
Rhode Island ............

South Carolina ..........
South Dakota ............
Tennessee ..............
Texas ...................
Utah .................

Virgin Islands ...........
Vermont ..............
Virginia .................
Washington .............
West Virginia ............

W isconsin ...............
WyomingPuerto co...............

10
8

17
11
26

15
18
26
13
12

20
20
6

30
12

10
13
12
9

10

26
26
12
8

28

1
12
20

26
26
26
26
26

26
26
26
26
26

26
26
26
30
26

26
26
26
26
36

26
26
26
30
28

$6,630.00
9,119.76
8,188.51
8,967.01
8,600.00

6,090.35
4,245.84
4,980.00

10,101.00
10,004.82

6,188.26
10,293.01
9,906.00
6,000.00
9,087.54

8,655.01
8,499.01
7,797.01
8,762.97

11,668.80

2,460.00
4,580.00
9,516.01

12,328.51
16,550.00

34 12,384.43
26 10,083.34
20 2,880.00

'Based on benefits for total unemployment. Amounts payable can be stretched
out over a longer period in the case of partial unemployment.

2 Based on maximum weekly benefit amount paid for maximum number of weeks.
Source: Department of Labor.

Ii



TABLE 6.-WEEKLY STATE UNEMPLOYMENT COMPENSATION BENEFITS FOR
TOTAL UNEMPLOYMENT

Required total earningsWeekly benefit amount, In base year' Mini.
mum

Average For For work In(calendar mini. maxi. base
Mini. Maxi. year mum mum yearState mum mum 17 benefit benefit (weeks)

Alabama ............ $15 $90 64.30 $522.01 $3,204.01 28
Alaska .............. 18-28 90-120 84.06 750.00 8,500.00 2
Arizona ............. 25 90 69.80 937.50 3,356.25 2Q
Arkansas ............ 15 124 58.38 450.00 3,720.00 2Q
California ........... 30 104 70.17 750.00 3,308.00

Colorado ............ 25 137 82.03 750.00 14,144.52
Connecticut ......... 15-20 128-192 78.21 600.00 5,120.00 2Q
Delaware ............ 20 150 88.96 720.00 5,400.00
District of Columbia. 13-14 172 94.55 450.00 5,899.51 2Q
Florida .............. 10 95 61.38 400.00 3,760.20 20

Georgia ............. 27 90 67.06 412.50 3,337.50 2j
Hawaii .............. 5 134 90.52 150.00 4,020.00 1
Idaho ............... 17 121 72.44 520.01 3,775.01 2Q
Illinois .............. 15 129-154 59.42 1,000.00 3,609.50 2
Indiana ............ 35 74-124 67.75 500.00 2,122.10 2

Iowa ................ 17-18 131-148 77.56 600.00 3,503.13 2Q
Kansas .............. 30 123 75.04 900.00 3,690.00 2Q
Kentucky ............ 22 120 66.00 1,000.00 3,779.20 2Q
Louisiana ........... 10 141 74.21 300.00 4,230.00
Maine .............. 12-17 96-144 63.89 900.00 2,167.00 2Q

Maryland ........... 10-13 106 66.01 360.00 3,816.00 2Q
Massachusetts ...... 12-18 122-183 74.45 1,200.00 3,170.01
Michigan ............ 16-18 97-136 84.52 350.14 2,240.14 14
Minnesota .......... 30 150 77.88 900.00 5,382.00 15
Mississippi ......... 10 80 53.35 360.00 2,880.00 20

Missouri ............ 15 85 69.95 450.00 2,550.00 2Q
Montana ............ 30 119 70.45 1,150.50 4,621.50 20
Nebraska ........... 12 106 68.02 600.00 3,150.00 2
Nevada .............. 16 115 74.27 562.51 4,275.01 2Q
New Hampshire..... 21 102 58.78 1,200.00 8,600.00 2Q

New Jersey .......... 20 117 83.36 600.00 3,480.20 20
New Mexico ......... 20 98 58.37 633.62 3,152.51 2
New York ............ 25 125 71.61 800.00 4,980.00 23
North Carolina ...... 15 130 64.30 565.50 5,049.75 2Q
North Dakota........ 36 131 71.76 1,440.00 5,240.00 2Q
Ohio ................. 10-16 120-189 82.37 400.00 3,760.20 20
Oklahoma ........... 16 132 61.25 1,000.00 4,912.51 2Q
Oregon .............. 35 127 61.12 700.00 10,120.00 18
Pennsylvania........ 13-18 152-160 87.56 440.00 6,000.00 2
Rhode Island ........ 26-31 120-140 77.83 1,060.00 4,327.40 28

South Carolina ...... 10 111 65.94 300.00 4,290.01 20
South Dakota.......28 109 56.66 1,160.00 3,469.22 2
Tennessee .......... 14 100 48.96 504.00 3,600.00 2
Texas ............... 16 91 41.42 500.00 3,375.38 2Q
Utah ................ 10 137 76.72 700.00 3,656.00 19

See footnotbi at and of table.
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TABLE 6.-WEEKLY STATE UNEMPLOYMENT COMPENSATION
BENEFITS FOR TOTAL UNEMPLOYMENT-Continued

Required total earnings
Weekly benefit amount ' In base year'i- Mini.

mum
Average For For work In

(calendar mini. maxi. base
Mini. Maxi. year mum mum yeal

State mum mum 1977) benefit benefit (weeks)'I

Virgin Islands ....... 15 82 .......... 396.00 2,460.00 2Q
Vermont ............. 18 115 69.73 700.00 4,580.00 20
Virginia ............. 38 122 69.96 1,368.00 4,392.00 2Q
Washington .......... 17 137 74.43 1,800.00 3,412.50 .........
West Virginia...... 18 166 55.27 1,150.00 16,550.00.......

Wisconsin ........... 27 145 82.29 780.15 4,320.15 15
Wyoming ............ 24 121 73.37 960.00 3,000.01 2Q
Puerto Rico.......... 7 72 40.98 150.00 2,880.00 2Q

'A range of amounts is shown for those States which provide dependents' allowances.
In some States larger total earnings may be required In order for the benefits to be paid

for the maximum number of weeks.
3 Number of weeks of work in base year required to qualify for minimum benefits. "20"

denotes that State directly or Indirectly requires work In at least 2 quart irs of the base year
Source: Department of Labor.

D. Federal Unemployment Programs

1. The extended be"fits program.-The Employment Security
amendmentss of 1970 (Public Law 91-373) established a permanent
program to pay extended benefits during periods of high unemploy-
ment to workers who exhaust their basic entitlement to regular State
unemployment compensation. As a condition of Federal approval of
the State's unemployment insurance programs, States were required
to establish the new program by January 1, 1972, and all States have
done so. The Federal Government and the States each pay 50 percent
of the cost of benefits under this program.

These extended benefits are paid to workers only during an "ex-
tended benefit" period. Such a period can exist either on a national or
State basis by the triggering of either the national or the State "on"
indicator.

National "on" indicator.-There is a national "on" indicator when
the seasonally adjusted rate of insured unemployment for the whole
Nation equals or exceeds 4.5 percent averaged over a 13-week movingperiod.State "on" indicator.-There is a State "on" indicator when the

rate of insured unemployment for the State is at least 4 percent but
only if it equals or exceeds, during a moving 13-week period, 120 per-
cent of the average rate for the corresponding 13-week period in the
preceding 2 calendar years.

When a State experiences a sustained period of high unemployment,
the "20 percent" higher factor becomes difficult to meet as weeks of
high unemployment are built into the base. Because of this phenome-
non, States are permitted on an optional basis to participate in the
extended benefit program without meeting the "20 percent" higher
factor. If States make this election, the program becomes operative in
the State whenever the 13 week moving average insured unemploy-
ment rate reaches 5 percent.



Extended benefit period.-An extended benefit period in a State begins
after there is either a State or national "on" indicator, and continues
until the trigger conditions are no longer met, but the minimum period
is 13 weeks.

Beneflsa.--During either a national or State extended benefit, period,
the State is required to provide each individual who exhausts his regu-
lar State benefits additional weeks of compensation tt the individual's
regular weekly benefit amount. Benefits under the Federal-State
program are limited to not more than 13 weeks per individuual.

R. Unemployment compensation for Federal employees (UCFE) and
for ex-servicemen (UCX).-Two Federal unemployment compensationprograms are provided under Federal law (title 5, chapter 85, U.S.
Code): unemployment compensation for Federal employees (UCFE);
and, unemployment compensation for ex-sAervicemen (UCX). State
employment security agencies administer these programs under
agreements with the Secretary of Labor. Federal wages are assigned to
the appropriate State accor(ding to Federal law and eligibility and the
amount of benefits are determined under the applicable State law.
Under UCX, an ex-serviceman's period of active Federal military ser-
vice must be at least 90 days of continuous duty, unless a period of less
than 90 (lays resulted from a service-incurred injury or disability. Ex-
servicemen must have been discharged under conditions other than
dishonorable; must not have received a bad conduct discharge; and
must not have resigned "for the good of the service".

TABLE 7.-EXTENDED BENEFIT INDICATORS AS OF JULY 21,
1979

13.week
Insured

unemploy. Percent of
State ment rate prior 2 yrs

N ational ......................... 2.83 ..............

Alabama ........................... 3.15 81
Alaska ................................. 8.28 72
Arizona ................................ 1.39 52
Arkansas' ............................. (2 85) (78)
California ............................. 3.03 62

ColoradonIc.............................2.15)(57)
Color ' ........................... (13653
Delaware .............................. 2.14 68
District of Columbia ................... 2.44 75
Florida ................................ 1.64 58

Georgia ............................... 1.74 65
Hawaii ................................ 2.78 77
Idaho .................................. 2.74 79
Illinois ................................ 2.83 60
Indiana ................................ 1.67 97

See footnotes at end of table.
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TABLE 7.-EXTENDED BENEFIT INDICATORS AS OF JULY 21,
1979-Continued

13.week
Insured

unemploy. Percent of
State ment rate prior 2 yrs

Iow a ................................... 1.74 72
Kansas ................................ 1.31 59
Kentucky .............................. 3.12 107
Louisiana ............................. 2.28 69
M aine ................................. 3.84 67
M aryland .............................. 2.53 83
Massachusetts ........................ 2.75 60
Michigan .............................. . (3.59) (76)
Minnesota. ..................... 1.46 62
M ississippi ............................ 2.40 76
M issouri .............................. 2.22 68
Montana .............................. 3.00 83
Nebraska ............................... 95 60
Nevada ................................ 2.20 58
New Hampshire'I............................. .(1.36) (73)
New Jersey..................... 5.02 81
New Mexico"I'...........................(1.94) (56)
New York 'I............................ (3.40) (63)
North Carolina ........................ 1.66 66
North Dakota .......................... 1.82 68
O hio ................................... 2.27 105
Oklahoma ............................. 1.25 56
Oregon. ...................... 3.10 72
Pennsylvania.................... 3.98 78
Puerto Rico ........................... 10.18 70
Rhode Island .......................... 5.67 86
South Carolina ........................ 1.92 71South Dakota '... ........................ (1.20) (70)
Tennessee ............................ 2.73 88
Texas ................................. 1.11 74
Utah.... ..................... 1.92 74
Vermont... ................... 2.90 62
Virginia ............................... 1.28 76
Virgin Islands ......................... 2.87 60
Washington ........................... 2.58 47
West Virginia .......................... 3.96 122
Wisconsin ............................. 2.30 86
Wyom ing ............................... 61 54

' Trigger Indicator as of July 14, 1979.
Note: National rate is seasonally adjusted.
Source: Department of Labor.
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3. Railroad unemployment.--Just as railroad employees are not
covere(l by the social security system but have a separate railroad
retirement program, so too their unemployment compensation pro-
tection is provde(ld under a separate railroa(d program established by
Federal law. The railroad unemployment program is operated by the
Railroad Retirement Board and is funded through employer contri-
butions held in a separate account in the unemployment trust fund.
Legislation related to the railroad unemployment program is not
handled by the Committee on Finance.

4. Programs for specialized groups.-Unlike the railroald and Federal
employee programs which provide basic unemployment protection for
certain categories of workers not covered under the regular State
unemployment programs, there have been established a number of
other programs which are designed to supplement in amount or dlura-
tion those regular benefits. These programs are not funded through
the unemployment trust fund but are paid for out of general revenue
appropriations.

a. Trade adjustment ausiatance.-The Trade A.djustment Assistance
program is designed to provide additional benefits to workers who
become fuily or partially unemployed because import competition has
caused or contributed importantly to the decline of their employer's
business. Workers who establish eligibility under the adjustment
assistance program have their weekly unemployment benefit, under the
regular State pro gram increased to a level equal to 70 percent of their
prior wage level (but not more than the average manufacturing wage-
this was $277 per week in 1978). When these workers exhaust their
eligibility for regular State unemployment benefits, the adjustment
assistance program also provides additional weeks of benefits (at the
same total amount). In general, the program provides for an overall
benefit durationn of 52 weeks although this can be increased to 78 weeks
for certain older workers or workers undergoing training. In fiscal
year 1978, about 160,000 workers received benefits under this program.

b. Other specialized programs.-The trade adjustment assistance
program was originally enacted as a part of the 1962 Trade Expansion
Act and was substantially expanded and modified by the Trade Act of
1974. The precedent of providing special unemployment benefits to
workers considered to be particularly affected by certain aspects of
Federal policy has in recent years led to the enactment of a number of
other programs of this type. With the exception of the trade adjust-
ment assistance program, the legislation setting up these supplemental
programs has not originated with the Finance or Ways and Means
Committees. The following acts have included some type of special
supplemental unemployment benefits program:

(1) Public Works and Economic Development Act of 1965;
(2) Regional Rail Reorganization Act of 1973;
(3) Disaster Relief Act of 1974;
(4) Redwood National Park Act of 1978; and
(5) Airline Deregulation Act of 1978.
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TABLE 8.-PROJECTED OUTLAYS FROM FINANCE COMMITTEE
GENERAL FUND UNEMPLOYMENT PROGRAMS: FISCAL YEARS
1980-84

[Millions of dollars)

1980 1981 1982 1983 1984

Federal employees ........ 194 182 170 165 158
Ex-servicemen ............ 351 336 320 316 306
Trade adjustment assist-

ance ..................... 290 300 290

'Under present law, this program terminates on September 30, 1982.
Source: Department of Labor (based on administration mldsesslon budget

review assumptions).

III. H.R. 3920
A. General Description of the Bill

The bill amends section 411 of the Unemployment Compensation
Amendments of 1976 (Public Law 94-566) and section 3306 of the
Internal Revenue Code of 1954. In general, the bill changes certain
reporting and clearance requirements of the National Commission on
Unemployment Compensation, provides for compensation of the Com-
mission's members, and extends the exclusion of certain alien farm-
workers from the Federal unemployment insurance tax to January
1, 1982.

Present law makes no provision for the compensation of National
Commission on Unemployment Compensation members. The bill pro-
vides for the compensation of Commission members, excluding those
who are full-time office or employees of the U.S. Government, at a
rate not exceeding the equivalent per diem pay rate for a GS-18 (now
$47,500 per year) for each day (including travel time) the Commission
meets.

Present law requires an interim report on September 30 1978, and a
final report on July 1, 1979. The Commission submitted an interim
report in November 1978. It was unable to meet the July 1, 1979,
deadline for a final report, however, and submitted another interim
report instead (noting, however, that this would constitute a final
report in the absence of an extension). If the extension legislation is
not enacted, the Commission will cease to exist as of September 30,
1979. The bill allows the Commission to submit additional reports as it
deems appropriate and extends the final report deadline to July
1, 1980.

The Federal Reports Act requires Federal agencies to obtain prior
clearance from the Office of Management and Budget (OMB) when
seeking identical information from 10 or more individuals or other
Federal a agencies. Also, OM8 Circular A-19 requires executive agencies
to clear F'ormat communications with the Congress through OMB.
The bill exempts the Commission from the Federal Reports Act and
requires Commission reports to be made directly to the Congress with-
out clearance from OMB.



Until January 1, 1980, alien farmworkers who are admitted to
the United States pursuant to section 214(c) and 101(a)(15)(H-) of
the Immigration and Nationality Act, are excluded from the Federal
unemployment tax. Also, such alien farmworkers are not counted
in determining whether a farmer has enough employees (10 workers
in 20 weeks) or has paid enough wages for agricultural services
($20,000 in any quarter) to make him subject to the Federal unem-
ployment tax.

The alien farmworker provision affects about 10,000 to 13,000
workers who are brought into the United States (primarily Florida)
in peak seasons, because domestic workers are unavailable, as certified
by the Secretary of Labor. Since they do not work in the United
States long enough to be eligible for unemployment, compensation,
employers, were not required to pay the FeIeral unemployment tax
on their wages.

The bill extends this exclusion to January 1, 1982, but providles
that services performed by such alien workers would be counted in
determining whether an employer is subject to the Federal unem-
ployment tax for his other farmworkers.

B. The National Commission on Unemployment Compensation

Title IV of Public Law 94-566, enacted on October 20, 1976'
provides for the establishment of a National Commission on Unem-

ployment Compensation. It wasq to have 13 members appointed as
follows: (1) three by the President pro tempore of the Senate; (2)

three by the Speaker of the House of Representatives; andi (3) seven
by the President. The President was also to appoint one of the 13
members as chairman. Also, at least one individual was requiredl
to be appointed representing labor, industry, the Federal Government,
State government, local government, and small business.

The Commission was required to study and evaluate the present
unemployment compensation programs, develop alternatives, andi rec-
ommend changes in the programs. The study and evaluation was to
include, but not be limited to the following:

(1) examination of the adequacy, andi economic andi adIminis-
trative impacts, of the changes made by the 1976 Amendments in
coverage, benefit provisions, and financing;

(2) identification of appropriate purposes, objectives, and future
directions for unemployment compensation proogrnms; including
railroad unemployment insurance;

(3) examination of issues and alternatives concerning the rela-
tionship of unemployment compensation to the economy, with
special attention to long-range funding requirements and desirable
methods of program financing;

(4) examination of eligibility requirements disqualification pro-
visions, and factors to consider in determining appropriate benefit
amounts and duration;

(5) examination of (A) the problems of claimant fraud and
abuse in the unemployment compensation programs (B) the ade-
quacy of present statutory requirements and administrative pro-
cedures designed to protect the programs against such fraud and
abuse and (C) problems of claimants in obtaining prompt proc-
essing and payment of their claims for benefits and any appro-
priate measures to relieve such problems;
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(6) examination of the relationship between unemployment
compensation programs andi manpower training and employment
programs;

(7) examination of the appropriate role of unemployment com-
1)ensation in income maintenance and its relationship to other
social insurance an(d income maintenance programs;

(8) conduct of such surveys, hearings, research, and other
activities as it (teems necessary to enable it to formulate appro-
iriate recommendlations, anl to obtain relevant information, atti-
tu(les, opinions, anl recommendations from individuals and or-
ganizations representing employers, employees, and the general
public;

(9) review of the present method of collecting and analyzing
present and prospective national andi local employment and un-
employment information anl statistics;

(10) identification of any weaknesses in such method and any
problems which results from the operation of such method;

(11) formulation of any necessary or appropriate new tech-
niques for 'the collection and analysis of such information and
statistics; and

(12) examination of the feasibility and advisability of develop-
ing or not developingg Federal minimum benefit standards for State
unemployment insurance l)rogram.

The conference report on the 1976 amendments (House Rept. 94-
1745) in addition directed the Commission to study the payment of
unemployment compensation to retirees an(! denial of compensation
to employees of educational institutions between terms.

The Commission's available budget totals $8.4 million. Of this total,
it expects to have spent or obligated about $3.8 million by Septem-
ber 30, 1979. Much of this represents contracts for a variety of research
projects related to unemployment compensation. The Commission has
a full-time staff of 11 l)Seons and employs a number of other individu-
als on a consultant basis.

The Commission held its first meeting in early March, 1978. It
met seven times in the next seven months before it issued its interim
report in November, 1978. During that period it receivedI testimony
in seven different cities, visited local and State offices, and lhell
discussions on various unemployment compensation issues. Since then
it has held many more meetings and has issued a second report to
comply with the final report (late requirement in present law,, of
July 1, 1979. This report, however, does not address the issues charged
to the Commission but indicates instead the need for additional time
to study those issues.

The first interim report of the Commission in November, 1978,
madie the following recommendations:

(I) Funding source for emergency benefits for the period from
January 1975 throtigh March 1977.-Recommendation is to cancel
obligation to repay the adlvances from general revenues to the Ex-
tendledl Unemployment Compensation Account (EUCA) of $5.8
billion.

(2) Funding State share of Federal-State extended benefits during
January 1975 through January 1978, when the national trigger wtas
on.--lecommendation is to reimburse all States from general



revenues for the State share of Extended Benefits program costs
(luring this period of $3.3 billion.

(3) Funding source for Federal share of Federal-State extended
benefits program during January 1.975 through. .January 1978,
n-hen the national trigger w'as on.- Recommendat ion is to cancel
the debt owed by the Extended Unemployment Compensation
Account to the general fund by paying $3.3 billion from general
revenues.

(4) Deferral of loan repayment requirements.-If fill a additional
dleferral of reduced Federal credits to the Federal Unemployment
Tax is- enacted, current regulations are recommendedl to be
strengthened to require each debtor State to (lemonstrate that
its- average employer tax rate exceeds the Stlate's average annual
benefit cost. rate for the preceding 10 yeat,• by at least 50 .per( ent
and to repay at least the amount that would have otherwise been
collected in increased Federal Unemployment l'axes.

(5) Proposal that services performed by certain student farin
workers of ages 16 and 16 excluded from FUTA coverage.-' rhe
recommendation is not to approve any such exclusion.

(6) Proposal that States be alloired to restrict eligibility.for benef.iv
of substitute teachers.-'IThe recommendation is not to enact legi-,,
lation allowing States to deny benefits to individuals on the basis
of services performed as substitute teachers.

(7) Reduction of benefits by retirement income.-'Ilhe recommenlda-
tion is to repeal the Federal requirement that State Lmaws provide
reduction of unemployment compensation benefits by retirement
payments, which takes effect on April 1, 1980.

(8) Taxing unemployment compensation benets.--The recom-
mendlation is to repeal or postpone the provision in Public Law
95-600 that imposes personal income taxes on unemployment
compensation benefits paikd to single persons with incomes'above
$20,000 and married coul)les obove $25,000.

(9) Interest on loans to States.-The recommendation is to charge
interest on loans to States after Nome initial period in adhlition to
the present requirements for recoupment of loans.

The second report of the ('ommission on *July 1979 recommendledi
the enactment of IMR. 3920 to insure completion of its work.

Members of the Commission

Wilbur J. Cohen, Chairman: Ph. B., and honorary Doctor of Law,
University of Wisconsin; Professor of Edtucation, Professor of
Public Welfare Administration in the School of Social Work and
former Dean of the School of Education, the University of
Michigan; former Secretary, Under Secretary and Assistant
Secretary, Department of Health, Education, and Welfare;
former staff member and Director of the Division of Research
and Statistics, Social Security Board.

Walter Bivins: B.S., Millsaps College; Attorney and Member of the
Mississippi Bar; Board of Directors, the Mississiplpi Bank;
Chairman of Board of Review of Mississippi Employment
Security Commission;.Retired Deputy Executive Director,
Mississippi Employment Security Commission; member of
several boards and commissions in the State of Mississippi.
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Beatrice Coleman: B.S., Barnard College; President and Acting
Chairwoman of the Board of Directors, Maidenform, Inc.;
President and Chief Executive Officer of Ida and William Rosen-
thai Foundation; member, Ethical Culture Societies of New
York and Riverdale; Trustee of ILGWU National Retirement
Fund.

Warren Cooper: B.S., Muskingum College; Vice President for Public
Affairs, Midwestern Region of Kaiser Aluminum and Chemical
Corporation; Vice Chairman, West Virginia Manufacturers'
Association; President, West Virginia Research League; member,
District Export Council; U.S. Department of Commerce.

,John D. Crosier: B.A., Hamilton College; Commissioner, Department
of Commerce and Development, Massachusetts; former: Adminis-
trator of the Massachusetts Division of Employment Securities;
Chairman of Massachusetts' Secretary of Economic Affairs Task
Force on Unemployment Insurance; President of Interstate
Conference of Economic Security Agencies.

Wilbur Daniels: B.S., City College of New York; J.D., New York
University Law School; Executive Vice President, ILGWU;
Director, Master Agreement Department, ILGWU; member:
Federal Advisory Council on Unemployment Insurance; Board
of Visitors Gra(uate School of City University of New York;
New York State Job Development Authority; Board of Trustees,
Medgar Evers Fund, Inc.; Board of Directors League for Indus-
trial Democracy- United Housing Foundation; Chairman,
National Trade Union Council for Human Rights; Board of
Managing Directors, Metropolitan Opera Association.

J. Eldred Hill, Jr.:.B.A., Vanderbilt University; L.L.B., University
of Virginia; Executive Director of UBA, Inc.; formerly: Assistant
Attorney General of Virginia; Virginia Employment Commis-
sioner; Executive Assistant to the Governor and State Director
of Industrial Development, Virginia.

Alphonse Jackson, Jr.: B.S., Southern University, M.A. New York
University; member, House of Representatives of the Louisiana
Legislature; Special Consultant, National Education Association;
Chairman, House Committee on Health and Welfare; Floor
Leader for Louisiana Governor Edwards; member: House
Education Committee; Statutory Revision Commission; National
Education Association.

Ken Morris: Internatonal Executive Board Member and Director,
Region 1-B, United Auto Workers; Vice President, UAW's
Southeastern Michigan Community Action Program; Federal
Advisory Council on Unemployment Insurance; member: Oak-
land University Board of Trustees; Comprehensive Health
Planning Council (CHPC).

Mary Rose Oakar: B.A., Ursuline College; M.A., John Carroll Uni-
versity; member, U.S. House of Representatives, 95th Congress,
re-elected November 7, 1978, to the 96th Congress; board mem-
ber: Federation for Community Planning; Health and Planning
Commission; Founder and Director of the Near West Side Civic
Arts Center; former: member, Cleveland City Council; Assistant
Professor, Cuyahoga Community College.



Dolores 0. Sanchez: R.N. Queen of Angels School or Nurnsing; Retail
and Wholesale Grocer; Treasurer, Civic Center Sales, Inc., Board
of Directors; Partner, La Quebradita Supermarket; President,
Chicana Service Action Center, Inc.; member, steering commit-
tee of the California Campaign for Economic Democracy.

Bert Seidman: B.A., M.A., University of Wisconsin; Director, De-
partmeni of Social Security, AFL-CIO; former: AFL-CI() Euro-
pean Economic Representative; Economist for the AFI, andl
AFIr-CIO; member: advisory Council on Social Security; Board
of Trustees, National Bureau of Economic Research.

Edward T. Sullivan: B.S., Calvin Coolidge College; M.P.A., Suffolk
University; Business Manager of the Service Employees Inter-
national Union Local 254; member, International Executive
Board, SEIU; Secretary-Treasurer and Trustee, Mhwsaehusettts
Service Employees Pension Fund; President, Boston (Chapter
Industrial Relations Research Association; former (Chairman,
Massachusetts Employment Security Board of Review.

IV. COSTS OF THE UNEMPLOYMENT COMPENSATION
PROGRAM

A. General

The unemployment compensation program is one involving both
Federal and State responsibilities. The extent of program coverage
is largely determined by Federal legislation inasmuch as the Federal
tax and tax credit provisions make it highly unlikely that States will
exclude from coverage any employment which is subject to the Federal
tax. The basic benefit structure and operational rules tire largely deter-
mined by the.States, which set benefit levels and qualifying require-
ments and which administer the (lay to day operations of the prograin.
The financing of the program is more of a mixed responsibility', with
Federal legislation establishing, in effect, a minimum tax base and
many detailed requirements concerning State financing (e.g. that re-
ductions from the standard State tax rate must be based on exl)erience
rating, that certain categories of employers must be permitted to use a
"reimbursement" method of funding, that State employer tax funds
must be used solely for benefit payments andl must be held in the Un-
employment Trust fund). States, however, are responsible for fixing
the actual tax rates and, subject to the overall Federal mandate of
reasonable relationship, determining the details of how those tax rates
are applied under an experience rating system.

Although the Federal-State areas of responsibility can be generally
categorized in this way, the overall program is clearly of concern to
both levels of Government and the general divisions of responsibility
are not hard and fast. For example, the extent of coverage is primarily
(leterminedl by the Federal tax, but States have in many instances
established broader coverage than the Federal mandate. Similarly,
although the basic benefit structure is established by each State, thie
Federal Unemployment Tax Act includes a number of provisions which
Congress has determined to be of sufficient importance to the overall
program to be included on a mandatory basis in all State programs.
From a budgetary standpoint, there is it clear interrelationship of
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Federal and State interests in that program costs and financing are
affected by both Federal and State statutes and in that the operations
of the program have a significant impact on both State and] Federal
budgets.

B. Budgetary Impact of Unemployment Compensation

Because the unemployment compensation program involves both
Federal and State funds and also involves both trust funds and general
funds, the Federal budgetary implications of the program are both
substantial and complex. The Federal unemployment tax (effectively
0.7 percent of the first $6,000 of wages paid to each employee) now
produces approximately $3 billion of revenues each year. By contrast,
State unemployment taxes which fund the bulk of benefit costs are
approaching $13 billion per year. For Federal budgetary purposes,
however, both Federal and State funds are reflected in the budget
totals. The reason for this is that all State unemployment taxes are
deposited in and disbursed from State accounts in the Unemployment
Trust Fund which is maintained in the Federal Treasury. Another
element of the program involving substantial budgetary implications
are the "automatic" general fund loan provisions. The increasingly
large portions of the program involving direct Federal funding of
benefit costs also have an important impact on the budget.

Impact of State programs on Federal budget.-Because of the size of
the State programs their inclusion in the feedleral budget can have a
significant impact on Federal budgetary planning. If, in a given year,State unemployment tax receipts and benefit costs are in balance (or nearly
so), they would not affect the overall Federal deficit or surplus but
they would affect the total level of Federal expenditure. If, however,
as is generally the case, State unemployment taxes and benefits are not
in balance, their impact on Federal budgetary planning is magnified.
If anticipated State unemployment tax revenues substantially exceed
anticipated benefit costs for a fiscal year, the resultant "surplus" will
app ear to improve the Federal fiscal situation by lowering the Federal
deficit. For example, in the budget submitted by the President in
January, the overall deficit level was determined in part by a $3.3
billion surplus in the Unemployment Trust Fund. Most of that $3.3
billion was based on "excess" State unemployment taxes representing
a rebuilding of State reserves which had been badly depleted by the
last recession. Similarly, in other years there could be an excess of State
benefit costs over State taxes, which would appear to worsen the
Federal budgetary situation by increasing the Federal deficit.

Automatic loan provisions.-In a situation where there is a substantial
deficit in State accounts created by an excess of benefit payments
over State tax revenues, the impact on the overall Federal budget is,
as described above, an increase in the Federal deficit. The impact
"within" the Federal budget, however, may differ considerably de-
pending upon the status of State reserves at the time. If the States
have adequate reserves to meet the increased benefit costs, the
"deficit" amounts to a draw down of those reserves. This increases the
overall Federal deficit, but the impact is entirely within the "trust fund"
aspects of the Budget and does not affect what is referred to as the
"Federal funds" deficit (nor, consequently, does it increase the amount
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of public debt subject to the debt limit). If State reserves are inade-
quate, however, Federal loan provisions come into play drawing down
te Federal loan account supportedd by the Federal unemployment
tax) and ultimately requiring advances from Federal general revenue%.
To the extent that general revenue loans are required, the program
has an impact on the "Federal funds" part of the budget and inereaes
the amount of the public debt subject to limit.

Impact of Federal provisioiis.-In adldlition to the budoIetarv impact
of surpluses or deficitss in State accounts, the Federal bulgd t is also
affected by several more directly Federal provisions which have
become increasingly important in recent years. Since 1970, there hilts
been a program of extended benefits which triggers into effect when
State or national insured unemployment iates reach certain levels.
This program provides up to 1:3 weeks of additional benefit duration
to persons who have exhausted their regular State benefit duration.
Extended benefit costs are met half from State unemployment tax
funds and half from Federal unemployment tax funds. When this
program goes into effect, overall Federal budgetary outgt.o increases by
the total amount of benefits p)aid unler the program since, as tie-
scribed above, State program costs are reflected in the Federal budget.
The increased drain on State accounts because of the operation of the
extendled program also tends to increase the likelihood andl amount
of State borrowing from the Federal loan fund (and the borrowing of
that Fund from the general treasury). Moreover, if the Federal re-
serves in the extended benefit account are insufficient to meet the
Federal one-half share of benefit costs, loans from the general treasury
may also be required to meet the Federal responsibilities. In addition,
temporary programs have been enacted at. times in the past to deal
with particularly severe periods of unemployment. The most recent,
such program was the Emergency Unemployment Compensation Act
of 1974 under which benefit duration was extended at one point up
to a total of 65 weeks of unemployment. For most of its existence, the
benefits of the Emergenc Unemployment, Compensation program
were chargeable to the Fedleral Unemployment. Tax. (During its final
extension from April 1977 through January 1978, however, benefit
costs were effectively charged to general revenues.)

During the recent recession, both Federal and State reserves proved
far less than benefit requirements so that substantial loans from
"eneral revenues were required. The table below shows the present

evel of outstanding loans to the Trust Fund from the general treasury.

TABLE 9.-Unemployment Trust Fund Loans Outstanding of August 31, 1979
[in billions]

State loans ......................................................... ......... . $5.0
Federal loans to trust fund for:

Extended benefits (EB) ................................................... 2.4
Em ergency benefits ....................................................... 5.8

Total ....................................................... . ..... .. 13 .2
Source: Department of Labor.
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C. Various Proposals for Consideration

On August 6, 1979, the Finance Subcommittee on Unemployment
and Related Problems announced its intention to hold hearings on
various proposals which might be considered to improve the Federal-
State unemployment compensation program in ways which wouldstrengthen the budgetary situation by reducing unnecessary costs. The
staff of the committee has compiled a list of proposals which, among
others, might be considered in those hearings. These proposals are
listed below together with estimates of the annual savings which might
be expected to result from each proposal. These estimates were devel-
oped for the committee by the Department of Labor. It should be
pointed out that these estimates indicate a full year savings impact at
an assumed total unemployment rate of approximately 7 percent.
Because the unemployment program's costs are highly sensitive to the
rate of unemployment., the estimates could be expected to be somewhat
different at higher or lower unemployment rates. In addition, it should
be noted that many of the proposed changes might require the enact-
ment of State legislation for implementation so that the full savings
impact would not be likely until a year or so after the enactment of
Federal legislation.

The proposals listed below have been compiled by the staff for the
purpose of providing information to the subcommittee, to those who
may wish to testif at the hearings planned by the subcommittee, and
to other interested persons. These proposals have not been reviewed
or approved by the subcommittee or any member thereof.

1. Require disqualificaton for duration of unemployment for voluntary
quits, discharge for misconduct, and rejusa of 8uitable work.-When an
unemployed worker has voluntarily left his job without good cause,
has been discharged for misconduct, or has refused what the State
agency considers a suitable job offer for him, he becomes ineligible for
benefits. However, in many States the disqualification is lifted after a
period of time. Other States continue the disqualification for the dura-
tion of unemployment. A recent research study by SRI International
concluded that, the average length of unemployment tends to be lower
in States which impose disqualification for the duration of unemploy-
ment. Consideration could be given to requiring all States to utilize
this rule.

Estimated annual savings.-$0.3 billion.
2. Require that States not pay benefits beyond 13 weeks to an individual

refusing any reasonable job o ffer.-The unemployment compensation
program exists to provide protection against income loss during periods
of involuntary unemployment. Generally, a worker qualifies for up to
26 weeks of benefits if he was laid off from work for reasons other than
his own misconduct or his own voluntary decision to quit and if he
remains ready, willing, and able to accept, new employment. For the
benefit of both the worker and the labor market, nevwly unemployed
workers are not required to take any available job but are permitted
to seek a job which reasonably matches their previous experience,
training, and earnings level. After seeking such work unsuccessfully
for a reasonable period of time, however, individuals may be required
to seek jobs not meeting their full qualifications as a condition of con-
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tinued benefit eligibility. Consideration could be given to establishing
it Federal requirement that States not continue benefits beyond I:3
weeks unless, at that point, the unemployed individual is willing to
accept any job which meets minimum standards of acceptability (such
as basic health and safety standards, compliance with the Federal
minimum wage, andl accepJtability under existing Federal standardss.
A similar requirement was included in the legislation extending the now
expired Emergency Unemployment Compensation Act of 1974.

Estimated annual savings.-$0.2 billion.
3. Require that States not pay benefits on the basis of predictable layoffs

from seasonal employment.-The main objective of the unemployment
"program is to provide security for workers against the sudden loss of
income which occurs when they- are unavoidably laid off. It could be
argued that it is inconsistent with this objective to pay benefits to
workers whose layoff is it regularly recurring and predicttable event
because of the seasonal nature of that employment. In extending unlt-
employment coverage to State and local government workers, ('on-
gress addressed this problem as it applies to school employees by pro-
viding for the denial of benefits during regularly scheduled periods of
nonwork. The 1976 amendments also providedl for dlenying benefits to
professional athletes during the off-season. Consideration could be
given to requiring States to establish a seasonal employment exclusion
of general applicability as a few States have (lone already. For example,
employment for firms with a pattern of seasonal layoffs could be ex-
cluded from consideration in determining benefit eligibility (luring the
offseason unless the unemployed person was fully employed (luring the
same offseason in the prior year.

Estimated annual savings.-No estimate yet available.
4. Require all States to establish a 1-treek Laviting period.--Most States

do not now pay benefits for the first week of unemployment on the basis
that requiring a "waiting week" before benefit eligibility starts pro-
vides an important incentive to immediately undertake'a search for
reemployment (or even to find ways to avoid being laid off). Considera-
tion could be given to requiring that the 1-week waiting l)eriod he in-
corporated into all State programs.

Estimated annual savings.-$O.1 billion.
5. Provide increased assistance to States in control of error and fraud.-

In the past, when benefit costs were almost entirely borne frm ,iState
imposed taxes, there has not been a highly visible Fedleral concern
over the need to control the extent of error, fraud, and abuse in State
unemployment programs. Given the increased impact of these pro-
grams on the Federal budget and the increasingly large direct Federal
contribution to benefit costs through the extended benefit program
and other programs involving Federal funding, consideration might
now be given to providing additional aid and incentives for improved
State administration in these areas. Elements which could be con-
sidered might include Federal aid in establishing compliterizedl quality
control systems andi the reduction of Federal payments under the
various federally funded parts of the program to the extent that
errors are determined to exceed certain minimum levels.
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Estimated annual savings.-$O.l billion.
6. Eliminate the national trigger for the extended benefit program.-

Under existing law, an additional 13 weeks of benefits over and
above the usual maximum duration of 26 weeks for regular State
unemployment benefits become payable in times of high unemploy-
ment. Fifty percent,,of the costs of these extended benefits are p)aidl
from the proceeds o1 the Federal unemployment tax. The basis for
the extended benefits program is that unemployed workers may reason-
ably be expected to find themselves unable to obtain employment for
a longer period of time when jobs are scarce as indicated by high levels
of unemployment. Consequently, the law requires States to partici-
)ate in the extended benefits program when insured unemployment

levels in the State have increased by at least 20 percent (measured
against the 2 prior years) and an absolute insured unemployment
rate of 4 percent has been reached. The law also, however, requires
that all States implement the extended benefit program when the
national insured unemployment rate reaches a level of 4.5 percent.
This "national trigger" can result in adding 3 months of benefit dura-
tion in a State which has experienced neither a particularly high level
of unemployment nor any relative growth in unemployment levels. In
such States there would, therefore, seem to be no particular basis for
assuming that unemployed workers required additional benefit dura-
tion in order to find new work. Consideration could be given to delet-
ing this national trigger so that extended benefits would be payable
only in those States where economic conditions indicated a need for
the additional duration.

Estimated annual savings.-At the 7 percent total unemployment
rate atsumption used for estimating the savings of these proposals,
this item would produce no savings since the national trigger would
not be effective. At an 8.6 percent total unemployment rate, this item
would reduce program costs by $1.3 billion.

7. Permit States to establish optional extended benefit trigger at higher
insutred unemployment levels.-Under present law, States which are
not required to participate in the extended unemployment compen-
sation program under the mandatory trigger provisions (because the
"20 percent higher" factor is not met) may elect to opt into program
w•'hen the State insured unemployment rate reaches a level of 5 percent.
States do not, however, have the option of triggering the program only
at a higher level (such as.6. percent). Consideration might be given to
providing States this additional flexibility.

Estimated annual "avings.-Up to $0.4 billion depending on econom-
ic conditions over a period of years.

8. Provide incentives for Federal agencies to contest improper benefit
clains.&-An important element of the unemployment compensation
program in the States is the experience rating system which provides
a strong incentive for employers to avoid unnecessary employee turn-
over an(l to monitor claims for unemployment to assure that improper
awards tre not being made by the State agency. Federal agencies do
not have a similar incentive in the case of their employees since benefit
costs are funded through a separate account not chargeable to the
individual agency. Consideration could be given to requiring each
agency, as a part of its annual budget request, to provide information

a



concerning the amount of benefits paid to its former employees in the
prior year and its expectations for the coming year. In addition, the
Labor Department could be charged with a continuing analysis of the
agency experience and couhl be required, in its annual bli(lget sub.
missions, to include information concerning any agencies with unusu-
ally high benefit charges.

P,8timated annual 8aving8.-Less than $0.05 billion.
.9. Modify trade adjustment assistance program to provide same

benefit amount as regular program.-The tra(le adjustment assistance
program provides additional benefits to workers who become unem-
plove(i as a result of import competition which causes a decline in tihe
sales or production of their employers. Under existing law, adjustment
assistance is provided in the form of both higher benefits than wouhl
be payable under regular unemployment comlpensat ion programs an(i
a longer duration of benefits (generally 52 weeks as opposeOl to 26
weeks under regular.State programs). While the impact of import
competition may justify a longer durationn of benefits on the basis that
many similar firms in a given area couhl be simultaneously impacted
so that it would take a longer time for workers in the af'ectedl industry
to find new work, there does not appear to be a similar rationale for
SrovidHin a higher level of benefits than are provitledl to workers
osing otier types of jobs. Consideration could be given to mollifying
the program by continuing the additional benefit durationn but limiting
benefit levels to those of the regular State unemployment comlpensa-
tion program.

Fstimated annual 8avings.-$O. 1 billion.
10. Require States to pay interest on funds borrowed from 1Federal

accounts.-Under present law, State benefit costs tire paid from the
9 rocee(ds of State unemployment taxes which are dleposited in the
State accounts of the unemployment trust fund. If at State ac'otin!
drops to a level where the State will be unable to meet its benefit
obligations, a loan to meet the shortfall is made from the Federal
unemployment account. (If the Federal unemlploymentt account, Iproves
inadequate, it in turn borrows from the general fund of the Treasury.)
In each case, the loans that are made bear no interest. Once at loan
is made to a State under this provision, the State has between 23
and 35 months to make repayment. At the end of that perio(l, Federal
collection action begins by reducing the Federal tax credit otherwise
available to employers in the State..Even so, no interest or other
penalty applies. (Because of the severe impact of the recent recession,
States with outstanding loans were given 3 additional years. to make
repayment during which no action is being taken to effect collection.)
Since these loans are provided on an interest-free basis, there is little
incentive for States to make repayment any sooner than they have to.
The Federal Government, however, is actually paying interest on
these balances since they represent an increase in the public debt. A
change in the law could be considered to increase State incentive to
repay outstanding loans as quickly as possible by charging interest
on any loan balance outstanding at it rate equal to the goifig rate of
interest on Federal securities.

Estimated annual savings.-$0.4 billion.
11. Provide for reduction Of benefits when the unemployed individual

is receiving a pension based on recent employment.-When the 1976
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amendments to the unemployment laws were under considerationby Congress, concern was expressed over the situation in which anindividual who is in fact retired rather than unemployed may receiveunemployment benefits at the same time that he is receiving retire-ment pension. The law was amended to provide for a (olaor-for-dollar reduction in unemployment benefits by the amount of anypension concurrently payable to the individual. Because of co'acernthat the provision may have been too broadly drawn, the effectivedate was set in the future to permit time for study and that effectivedate was subsequently further extended to March 31, 1980. Theinterim report of the National Commission on Unemployment Com-pensation recommended that the provision be repealed. As an alterna-tive to this proposal, consideration could be given to making theprovision effective with a modification meeting the most seriousobjections by limiting the reduction to pensions based in whole orpart on employment within the 2 years preceding the date of un-
employment.

P&zmated annual 8avings.-$0.3 billion (as compared with repealrecommended by the National Commission).

V. ADDITIONAL MATERIALS RELATED TO THE UNEM-
PLOYMENT COMPENSATION PROGRAM

The following pages contain a number of tables and charts providinginformation relatedlto the unemployment compensation program.Afeasire8 of unemployment.--Table 10 shows the total'and insuredunemployment rates over a period of years. The total unemploymentrate is the one more commonly referred to in discussions of economicconditions. It is based on survey data and represents a measure of thosewho are not employed as a percentage of all those who indicate thatthey are in the labor market (that is, either are employed or are look-ing for work). The insured unemployment rate by contrast is based onunemployment claims data. It constitutes a measure of persons gettingunemployment benefits as a percentage of those who are working inemployment subject. to unemployment coverage. The insured un-employment rate is always lower than the total unemployment rateprimarily because it excludes that portion of the unemployed popula-tion who are seeking work for the first time (or who have so little workexperience as not to be eligible for compensation) and that portion whohave been unemployed for so long as to have exhausted allunemploy-ment compensation eligibility. The percentages shown in table 10from 1960 through 1978 are actual calendar year rates. The projectionsfrom 1979 through 1984 are on a fisca year basis and are based on theAdministration mid-session budget review economic assumptions as
of July 1979.

General unemployment compensation data.- Table 11 summarizesa variety of data related to the scope and operations of the unemploy-
ment compensation program. Charts .A and B grapically show thelevel of operations of State unemployment compensation programsover the past year in terms of totalbeneficiaries and in terms of newclaims received. Chart C shows the average cost of each State's pro-gram as a percent of total wages over a seven year period. This chartillustrates the diversity of the program. A variety of causes underlythis diversity including State to State differences in benefit levels,



eligibility requirements, administration, an(d economic condIitions.
Chart D shows average weekly benefit amounts by State. Tables 12
and 13 show certain details of each State's claim and financing ex-
perience for 1977 (the most recent year available).

Fraud and overpayment.-Charts E and F are reprinted from the
second report of the National Commission on Unemployment Com-
pensation and show State by State (data concerning fraud incidence
and the collection of overpayments. It should be noted that these charts
do not portray the findings of a uniform quality control reporting
system bWt are, rather, based on those instances of fraud and over-
payment. which have been detected. (Consequently a State which is
effective in the detection of fraud may appear "worse" than a State
which actually has more fraud but dloes less to uncover it. The charts
are significant therefore less for their absolute numbers than for their
indication of considerable diversity among the States in these areas.

Summary of provisions.-Table 14 provides in brief summary form,
the highlights of each of the State unemployment compensation pro-
grams.

Flow off unds.-The net 0.7 percent Federal Unemployment tax
is used for*a variety of purposes including the payment of State and
Federal administrative costs, the establishment of a loan fund 4 for
States which have (lepletedl their reserves, and the payment of the
Federal share of extended benefits. Separate accounts exist within
the Unemployment Trust Fund for the various purposes served by thle
Federal tax and the proceeds of the tax are distributed to those
accounts under a complex formula which is illustrated in (hart (.

TABLE 10.-UNEMPLOYMENT: 1960-84

[Rates In percent)

National unemployment rate

Year Total Insured

1960 .................................. 5.5 4.8
1961 .................................. 6.7 5.6
1962 .................................. 5.5 4.4
1963 .................................. 5.7 4.3
1964 .................................. 5.2 3.8

1965 .................................. 4.5 3.0
1966 .................................. 3.8 2.3
1967 .................................. 3.8 2.5
1968 .................................. 3.6 2.2
1969 .................................. 3.5 2.1

1970 .................................. 4.9 3.4
1971 .................................. 5.9 4.1
1972 .................................. 5.6 3.5
1973 .................................. 4.9 2.7
1974 .................................. 5.6 3.5

See footnote at end of table.
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TABLE IO.-UNEMPLOYMENT: 1960-84-Continued
[Rates in percent]

National unemployment rate

Total InsuredYear

19 75 ..............................
19 7 6 ............................ ......
1977 ....................
9 7 8 .................................
979 (estim ate) .......................

Projections (fiscal years):
198?Q ........................
19 8 1 ..............................
1982 ..........................
19 8 3 ...................... ........
1984 ..........................

8.5
7.77.0

6.8
6.6
6.2
5.9
5.6

6.0
4.6
3.9
3.3
3.2

3.7
3.6
3.3
3.0
2.8

Source: Department of Labor.

TABLE 11-SELECTED UNEMPLOYMENT COMPENSATION STA-
TISTICS, FISCAL YEARS 1978-1980

Fiscal year-

1978 1979 1980
Item (actual) (preliminary) (estimate)

Labor force (thousands) ... 100,420 101,887 104,010
Covered employment (m7il.

lions) (calendar year)..... 79.9 82.8 83.5
Total covered wages (bil $

lions) (calendar year)..... $772.9 $857.4 $947.8
Total taxable wages (bil-

lions) (calendar year).... $383.2 $425.9 $456.6
FUTA revenue (millions).. $2,600.0 $2,890.0 $3,050.0
State tax revenue (millions). $11,030.0 $12,190.0 $12,900.0
Total unemployment rate

(percent) .................. 6.2 5.9 6.8
Insured unemployment rate

(percent) .................. 3.5 3.2 3.7

Benefit payments (billions):
Regular UI benefits ..... 8.351 8.470 11.200
Extended benefits ....... 1.022 .250 .620

Source: Department of Labor (based on Administration mIdsession budget
review assumptions).
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CHART C

AVERAGE SEVEN YEAR XST RATE REGULAR STATE
PROGRAMS BY STATE, 1970-77 (U,.$, Total 1,24)
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CHART D

AVERAGE WEEKLY BENEFIT FOR TOTAL UNEMPLOYMENT
UNDER STATE UNEMPLOYMENT COMPENSATION LAWS IN 1978'
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TABLE 12.-STATE UNEMPLOYMENT: CLAIMS DATA FOR REG.
ULAR PROGRAM: CALENDAR YEAR 1977

Percent of
Number of beneficiaries Average beneficial.

duration aries
Average of regular exhausting

Total during number benefits regular
State year'I per week (weeks) benefits

United States..... 7,985,099 2,647,360

Alabama ............
Alaska ..............
Arizona .............
Arkansas ............
California ...........

Colorado ............
Connecticut .........
Delaware ............
District of Columbia.
Florida ..............

Georgia .............
H awaii ..............
Idaho .............
Illinois ..............
Indiana ..............

Iow a .................
Kansas ..............
Kentucky ............
Louisiana ...........
M aine ...............

Maryland ............
Massachusetts ......
M ichigan ............
Minnesota ...........
Mississippi..........

M issouri ............
Montana ............
Nebraska ............
Nevada...... ........
New Hampshire .....

New Jersey ..........
New Mexico .........
New York ............
North Carolina ......
North Dakota........

See footnote at end of table.

158,596
50,429
52,651
70,004

1,015,868

70,524
166,021
28,283
31,454

193,875

196,545
34,486
32,212

414,679
153,444

76,859
48,909

123,713
113,089
68,765

128,032
237,897
406,302
127,276
54,666

166,703
27,865
31,955
33,950
31,604

371,422
21,155

646,462
202,983

19,573

14.2 33.4

38,515
13,308
19,800
22,621

321,182

21,633
53,699

7,643
11,462
78,122

42,023
12,802
9,780

164,930
35,352

21,532
16,400
31,435
41,156
17,704

40,322
87,140

139,278
42,165
17,511

53,802
9,650
9,538
9,949
6,215

125,629
10,505

280,398
49,928

6,267

10.4
18.9
12.8
12.1
14.3

10.8
15.2
13.5
20.5
13.6

8.9
16.2
10.8
17.4
9.5

12.9
14.3
10.9
16.0
11.6

13.2
16.5
12.2
15.0
11.6

11.9
13.1
11.0
13.2
8.0

17.1
17.1
20.3
11.0
13.6

25.2
28.9
30.9
24.7
37.7

38.9
28.7
26.2
43.4
47.1

28.0
34.1
26.7
39.3
30.6

24.8
29.4
23.9
36.7
31.8

23.9
38.7
34.4
40.9
24.4

31.3
3?.0
2b.9
35.4

4.4

43.6
29.6
39.1
20.1
26.0



TABLE 12.-STATE UNEMPLOYMENT: CLAIMS DATA FOR R EG.
ULAR PROGRAM: CALENDAR YEAR 1977--Continued

Number of beneficiaries

State

O h io .................
Oklahoma ...........
Oregon ............
Pennsylvania........
Puerto Rico .........

Rhode Island......
South Carolina ......
South Dakota........
Tennessee ..........
Texas ...............
U tah ............. ..

Total during
year 1

316,086
51,404

102,270
672,110
125,604

57,373
101,460

12,969
159,309
181,225
37,452

Vermont ............. 19,780
Virginia ............. 104,239
Washington ......... 153,744
West Virginia........ 96,765
Wisconsin ........... 177,970
Wyoming ............ 7,088

I Based on number of "first weeks" claimed during year. This tends to under.
state the number of beneficiaries since it does not Include those who came on the
benefit rolls In the preceding year.

Average
number

per week

102,216
18,687
39,314

216,339
63,578

18,962
24,337

3,806
44,665
57,617
11,541

7,058
28,456
64,467
21,020
53,934

1,967

Average
duration

of regular
benefits
(weeks)

13.4
14.9
13.7
14.5
15.1

15.2
10.1
11.4
11.2
12.8
13.0

15.7
12.0
15.1

9.3
12.6
11.0

Percent of
beneficial.

aries
exhausting

regular
benefits

22.4
41.9
26.3
20.9
65.5

37.6
21.5
24.2
24.8
36.6
27.4

26.1
28.7
34.7
13.6
67.1
21.5
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TABLE 13.-STATE UNEMPLOYMENT FINANCIAL DATA:
CALENDAR YEAR 1977

[Thousands of dollars]

Benefit payments

Interest State
State credited Regular share of
taxes to trust State extended

State collected 1I fund benefits benefits

United States.... 9,170,529 228,655 8,344,578

Alabama ...........
Alaska ..............
Arizona ..........
Arkansas ...........
California ..........

Colorado ...........
Connecticut ........
Delaware ...........
District of Colum-

bia ...............
Florida .............

Georgia ............
Hawaii .............
Idaho ...............
Illinois .............
Indiana ..........

Iowa .............
Kansas .............
Kentucky ...........
Louisiana.......
M aine ..............

Maryland ...........
Massachusetts .....
M ichigan ...........
Minnesota......Mississippi .........

M issouri ...........
Montana ...........
Nebraska ...........
Nevada........
New Hampshire ....

See footnote at end or table.

119,126
65,681
78,493
62,005

1,532,871

90,859
177,719
22,326

37,176
264,408

143,283
63,344
30,621

483,871
141,754

102,103
63,751

110,055
110,587
44,353

158,311
320,588
591.,874
165,191
58,827

171,082
27,192
38,796
52,119
21,679

2
4,790
2,790

• " 9,698~

2,530

3,06~

13,210
41

3,1771"3,303"

3,003
8,562
7,507
8,196

232

5,981
8

2,590
515

2,083

107,184
85,406
45,567
50,747

1,017,609

65,321
193,150
31,677

53,689
166,466

116,973
44,964
24,054

647,996
97,864

88,528
55,715
90,282

143,764
51,607

124,260
281,242
406,690
143,283
36,878

134,511
26,412
23,695
33,804
16,563

867,943

9,199
4,572
4,737
3,736

118,336

5,824
26,991

3,815

3,814
22,642

12,657
4,895
1,489

62,296
8,420

6,690
4,766
6,933

10,468
5,183

9,671
24,093
67,605
16,531
2,825

12,755
2,047
1,760
3,755

463
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TABLE 13.--STATE UNEMPLOYMENT FINANCIAL DATA:
CALENDAR YEAR 1977-Continued

[Thousands of dollars)

Benefit payments

Interest State
State credited Regular share of
taxes to trust State extended

State collected I fund benefits benefits

New Jersey ......... 516,052 . 507,055 76,272
New Mexico ........ 27,439 ....988 21,063 1,250
New York ........... 796,582 5,723 917,802 115,397
North Carolina..... 148,107 14,792 140,292 13,773
North Dakota...... 18,612 967 21,088 1,162

Ohio ................ 417,173 11,007 367,777 29,616
Oklahoma .......... 77,440 1,503 47,417 5,674
Oregon............. 167,585 3,272 96,480 9,786
Pennsylvania ....... 489,550 ........... 803,592 52,102
Puerto Rico ........ 89,821 ........... 90,185 15,359

Rhode Island... 54,874 ... 60,624 7,992
South Carolina. 77,789 4j762 67,906 5,942
South Dakota.... 6,316 774 9,674 655
Tennessee ......... 102,639 9,493 107,008 9,832
Texas .............. 172,433 13,037 128,983 13,054
Utah ............... 41,454 1,464 33,201 1,288

Vermont ............ 20,461 ........... 20,780 2,270
Virginia ............ 91,813 4j945 91,480 6,818
Washington ........ 203,818 ........... 165,755 17,968
West Virginia ....... 47,026 3,765 56,058 2,999
Wisconsin .......... 238,740 10,709 177,127 9,491
Wyoming ........... 14,760 2,301 7,330 275

SIncludes employee contributions for Alabama, Alaska, and New Jersey.
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CHART E

FRAUD CASES PER 1,000 FIRST PAYMENTS
(July, 1977 - June, 1978)
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CUART F

RESTITUTION AS PERCENTAGE
OF ALL OVERPAYMENTS
(Ju*y, !-)7*! June, "978)
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TABLE 14.-SIGNIFICANT PROVISIONS OF STATE UNEMPLOYMENT INSURANCE LAWS, AUG. 31,1979

Benefit

Duration in 52-week period Coverage:Qualifying Size801
wage or Computa- Benefit weeks for firm (1 Taxes: 1978 Tax
employ- tion of wba Propor- total unemploy- worker in rates (percent of
ment (fraction Wba for total tion of ment ' specified wages)'
(number X of hqw or unemployment 4 Earnings base. time and/
wba or as Waiting as Indi- disre- period Mini- Maxi- or size of Mini- Maxi-

State Indicated) I weekI cated)' 3 Minimum Maximum garded s wages I mum I mum payroll) 1$ mum mum

Alabama ............ 14Xhqw;
not less
than$522.

Alaska .............. $750; $100
outside
HQ.

Arizona ............. 1§Xhqw;
$625 in
HQ.

Arkansas ........... 30; wages
in 2
quarters

California ........... $750 ........

Colorado ........ 30 ..........

0 .......... ;f4 .......... $15 ....... $90 . $6......... j ......... 11+.... 26 ...... 20 weeks. 1t ....... 4.'

1 .......... 2.3-1.1 18-28.....
percent
of annual
wages,
plus $10
per de-
pendentu Ito
$30.*

1 .......... 25 . ....... 25

1 .......... 4, up to 15 ........
66% per-
cent of
State
aWW.I.......... 40-j, ....... 30 ........

.......... 60 percentof 43 of
claim-
ant's hqw
up to 60
percent
of State
aww.

90-120... Greater of 34-31
$10 or per-
4 basic cents
wba.

14 ...... 28 ...... Anytime.. 2.6 ' .... 5.1'.

90 ...... $15 . ...... 8. 26. 20 weeks. 0.15 .... 3.55.

124 ....... ............ .4 ......... 10 ...... 26 ...... 10 days... 0.5 ...... 4.4

104 ....... $21 ....... 4 ......... 12

25 ........ 137 ....... ý, wba.... ,. ......... 7+-1 0..

26, ..... Over $100 1.4' .... 4.9.
in any
quarter.

26 ...... 13 weeks.. 0.3..... 3.6.



Connecticut ...... 40 .........

Delaware ........ 36 ..........

District of
Columbia.

Florida ..............

Georgia ........
Hawaii ..............

Idaho ...............

Illinois .. ..........

13-iXhqw-
not less
than
1 450;

300 In 1
quarter.

20 weeks
employ.
ment at
average
of $20 or
more.

1p Xhqw.....
30; 14

weeks
employ.
ment.

134Xhqw;
not less
than
1 520.01;

416.01
in 1
quarter;
wages in
2 quar-
ters.

$1,000;
$275 out-
side HQ.

See footnots at end of table.

0 .......... w up tog0 per.

cent of
State aww
plus $5
per
depend-
ent up to
3$ wba.

0 .......... 1i lip to

percent
of State
aww.,

1..........43Upto
66% per.
cent of
State aww
plus $1
perdepend-
ent tip to
$3.

1.......... 4 claim-
ant's aww.

1' ....... plus $1..
1"....3-a upto66 ,

percent
of State
aww.

1........ . 4up to
60 per-
cent of
State
aww.

I If ........ ;i claimant
aww up to
50 per.
cent of
State
aww.13

15-20..... 128-192.. %6 wages.. Uniform... 26?..... 261 ...... 20 weeks.. 1.5. 6.

20 ........ 150 .......

13-14..... 1724 ......

Greaterof $10
or 30
percent
of wba.

;i wages..

10 ........ 95 ........ $5 ........

$.......11-18'.. 26 ........... do.... 1.6 ...... 4.5.

......... 17+ .... 34 ...... Anytime.. 2.7 ...... 2.7.

)4 weeks
employ-
ment.

10 ...... 26 ...... 20 weeks. 1.1 ...... 4.5.

C1

27 ........ 90 8: $....... 4 ........ 26 ........... do.... 0.06 .... 5.38.
5 ....... 134.... ...... 26U ...... 26' ...... Anytime... 3.5'. 3.5'.

$17 ....... $121 ...... ) wba.... Weighted
sched-
ule of
bpw in
relation
to hqw.

10 ...... 26 ...... 20 weeks
or $300
in any
quarter.

1.1 9.... 4.2.'

15 ........ 129-154.. $7 ........ Uniform... 26 ...... 26...... 20weeks.. 0.1 . 4.



TABLE 14.-SIGNIFICANT PROVISIONS OF STATE UNEMPLOYMENT INSURANCE LAWS, AUG. 31, 1979-Con.

Benefits

Qualifying
wage or
employ-
ment
(number X
wba or as

State Indicated) '
Waiting
week 2

Computa-
tion of wba
(fraction
of hqw or
as indi-
cated) I 3

Wba for total
unemployment I

Minimum Maximum

Earnings
disre-
garded s

Duration In 52-week period Coverage:
Size of

Benefit weeks for firm (1
Propor- total unemploy- worker in
tion of ment 1  specified
base--time and/
period Mini- Maxi- or size of
wages I mum U mum payroll) if

Taxes: 1978 Ta,
rates (percent of

wages),

Mini- Maxi-
mum mCAn

Indiana ............. 1ý4Xhqw;
not less
than
1 500;

300 in
last 2
quarters.

1 .......... 4.3 percent
of high
quarter
wage
credits.3

35 ........ 74-124. ..

Iowa ................ -1iXhqw.... 0 .......... 313----------. -17-18..... 131-148..

Kansas .............

Kentucky ...........

30; wages
in 2
quarters.

1•3Xhqw;
8Xwba in
last 2
quarters-

500 in i
quarter
and J500
In other
quparters.

1 ....... 4.25 per-
cent
of HQW
up to 60
percent
of State
aww.

0 ......... 1S up to 55
percent
of State
aww.

30 ........ 123 .......

20 per-.
cent of
wba
from
other
than BP
em-
ployer.

$15 plus

wages.
$8 ........

......... 4+. ... 26 ......... do.. 0.3. 3.3.

.10 ...... 26 ....... do, 0.6 6.'

i ....... 10.... . 26 .... ... do... . . 0

22...... 120 .... wages.. % ......... 15 ...... 26 ........ do .... 2.7 .... 5.

o uisan ....... .. o- is ,i .... 10 ........ 141 ....... 4 wba.... % ......... 12...... 28 ......... do ...... 0.1 -... 2.7.

I .. 3.6.

Louisiana ...........



M aine ..............

Maryland .......

Massachusetts .....

Michigan ......... .

Minnesota ..........

Mississippi .........

Missouri ............

$900; $250
in each
of 2
quarters.

1•JXhqw;
$192.01
In 1
quarter;
wages In 2
quarters.

30- not less
than
$1,200.

14 weeks
employ-
ment at
$25.01
()r more.

15 weeks
employ.
ment at
$50 or
more.

36; $160 in
1 quarter;
wages in
2 quar-
ters.

30Xwba:
$300 in 1
quarter;
wages in
2 quar-
ters.

Sea footnotes at end of table.

0 .......... ½s up to 52
percent
of State
aww plus
$5 per
depend.
entto ½
wba.

0 .......... 14 plus $3
per de-
pendent
up to $12.

1.......... ½ i-,. Up
to 57.5
percent
of State
aww, plus
$6 per
depend-
ent up to

J wba.3
0 ....... 60 percent

of claim-
ant's aww
up to $97
with
variable
maximum
for claim-
ants with
depend-
ents.3

1 ,o. (U)..........

12-17 ..... 96-144 ... $10 ....... ½, ....... 11+-25. 26..........o . 2.4

10-13. .. 1061 ...... $10 ....... Uniform... 26. 26 ...... Any time. 2.1

12-18..... 122-183..

16-18 4... 97-136...

40 per- 36 per-
cent not cent.
less
than
$10 nor
more
than
$30.

9+-30. 30 ...... 13 weeks. 2.6

Up to j 3/4weeks 11. 26...... 20weeks 1.0..
wba.6 employ- or $1,000

ment. in C.

30 ........ 150 ....... $25 ....... 7/10
weeks
employ-
ment.

13 ...... 26...... 20
weeks."

5.

5.

6.4.

7.5.

1. 9. 7.5.'

1 ......... 0....... 10....... ..80 ....... ..$5 ....... .... ....... 12.... 26..... 20 weeks. 2.6 ... 2.7.

1 30 . ..... $15 ....... $85 ....... $10 ....... ý5 ......... 8-13+ .. 26 ........... do.... 0.5 ...... 3.2.



TABLE 14.-SIGNIFICANT PROVISIONS OF STATE UNEMPLOYMENT INSURANCE LAWS, AUG. 31, 1979-Con.

Benefits
Duration in 52-week period Coverage:

Qualifying Size of
wage or Computa- Benefit weeks for firm (1 Taxes: 1978 Tax
employ- tion o wba Propor- total unemploy- worker in rates (percent of
ment (fraction Wba for total tion of ment specified wages)'
(number X of hqw or unemployment 4 Earnings base- time and/ -- -
wba or as Waiting as indi- disre- period Mini- Maxi- or size of Mini- Maxi-

State indicated)' week 2 cated) 1 3 Minimum Maximum garded 3 wages * mum I mum payroll) 14 mum mum

Montana ............ 1)Xhqw.... I ..........

Nebraska ...........

Nevada .............

New Hampshire ....

New Jersey .........

$600; $200
in each of
2 quar-
ters.

1;Xhqw....

$1 200;
$300 in
each of 2
quarters.

20 weeks
employ-
ment at
$30 or
more; or
$2,200.

46 up to
60 per-
cent of
State
aww.

30 ........ 119 ....... ýI wages
in ex-
cess of
ýi wba.

1 .......... M9-3 ....... 12 ........ 106 ....... Up to ni
wba.,

0 .......... ý16 up to 16 ........
go per.
cent of
State
aww.

0 .......... 2.3-1.2 21 ........
percent
of annual
wages.

1 10 ....... 66% per- 20 ........
cent of
claim-
ant's aww
up to 50
percent
of State
aww.

Weighted
sched-
ule of
bpw in
rela-
tion to
hqw.16 .....

6 ........ 26 ...... Over $500
in cur-
rent or

Freced-yegayear.

3.1 ...... 3.1.

17 ...... 26 ...... 20 weeks. 0.1 ...... 2.7.

115 ....... 4 wages.. 3i ......... 11 ...... 26 ...... $225 in
any
quar-
ter.

102 ....... 36 wba.... Uniform... 26 ...... 26 ...... 20 weeks.. 0.05.... 6.5.

117 ....... Greater
of $5
or 46
wba.

-14 weeks
employ-
ment.

15 ...... 26 ...... $1,000
in any
yeat.

1.2 '.... 6.2.'

1.1 9 .... 3.5.*



New Mexico ........ lJXhqw....

New York ...........

North Carolina ......

North Dakota .......

O hio ................

Oklahoma ..........

Oregon .............

20 weeks
employ-
ment at
average
of $40 or
more."

1 jXhqw;
not less
than

565.50;
150 in I

quarter.
40Xmini-

mum wba;
wages in
2 quar-
ters.

20 weeks
employ-
ment at
$20 or
more.

IliXhqw;
not less
than
$1,000
in BP;
$6,000.

18 weeks
employ-
ment at
average
of $20 or
more;
not less
than $700.

See footnotes at end of table.

1.......... 48 ýnot less 20 ...... 98 ........ 4 wba.... ) ......... 18+.... 26 ...... 20weeks 0.6
than 10 or $450
percent 

in any

nor more 
quar-

than 50 
ter.

percent
of State
aww.

1 ':. 67-50 per. 25 ...... 125 ....... (12) ....... Uniform... 26 ...... 26 ...... $300 in 1.5.
cent of any
cl3im- quar.
ant's ter.
aww.

1.........)1p6 up to
6635 per-
cent of
State
aww.

1 ........ ý6 up to 67
percent
of State
aww.

110 ........ ; claim -
ant's aww
plus d.a.
of $1-$59
based on
claimant's
aww and
number
of de-
pend-
ents.3 I'

.......... ýs up to
62 per-
cent of
State
aww.14

1.......... 1.25 per-
cent of
bpw;
up to 55
percent
of State
aww.

15 ........ 130 ....... jwba.... ý,bpw.... 13..... 26 ...... 20 weeks. 0.1

36 ........ 131 ..... . ý6wba ....

10........ 120-189.. )6wba ....

Weightedsched.

ule of
bpw in
relation
to hqw.

20Xwba
plus
wba for
each
credit
week in
excess
of 20.

12 ...... 26 ........ do ...... 0.5.

20 ...... 26... ..... do..

4.2.

.5.2.

5.7.

4.2.

... 1.1 ... 4.8.

16 ........ 132 . $7..... $7 ......... 20+.... 26 ......... do..... 0.5 . . 5.2.

35 ........ 127 ....... )6wba.... . ......... 6+ ...... 26 ...... 18 weeks
or$225
in any
quarter.

2.6 s .... 4.*



TABLE 14.-SIGNIFICANT PROVISIONS OF STATE UNEMPLOYMENT INSURANCE LAWS, AUG. 31, 1979-Con.

Benefits

Duration In 52-week period Coverage:
Qualifying Size of
wage or Computa- Benefit weeks for firm (1 Taxes: 1978 Tax
employ- tion of wba Propor- total unemploy- worker in rates (percent of
ment (fraction Wba for total tion of meant specified wages)'
(number X of hqw or unemployment I Earnings base- time and/
wba or as Waiting as Indi- disre- period Mini- Maxi- or size of Mini- Maxi-

State indicated) I week ' cated) 1 3 Minimum Maximum garded I wages 6 mum I mum payroll) i' mum mum

Pennsylvania .......

Puerto Rico .........

Rhode Island .......

32+-36;
$120 in
HQ and
$440 in
BP; at
least 20
percent
of bpw
outside
HQ.

21+-30;
not less
than

280;
75 in 1

quarter;
wages in 2
quarters.

20 weeks
employ-
ment at
$53 or
more; or
$3,180.

0 .......... '6o-1.a up
to 66%
percent
of State
aww plus
$5 for 1
depend-
ent; $3
for 2d.

.......... "6-H#ý upto 60 per-
cent of
State
aww.

I 2........ 55 percent
of claim-
ant's aww
up to 60
percent
of State
aww, plus
$5 per
depend-
entup to
$20.

$13-$18.. $152- Greater
$160. of 6

percent
wba.

Uniform .. 30 ...... 30 ...... Anytime... 1 ....... 4.

7 ....... 72 ...... Wb3 ......... do..... 20..... 207 ........ do ...... 2.951.. 3.45.-

26-31 .... 120-140.. $5 ......... 3/5 weeks 12 . 26......do . 2.... 2.2 4.
employ-
ment.



South Carolina ....

South Dakota .......

Tennessee ..........

Texas ...............

U tah ................

Virgin Islands .......

Vermont ............

Virginia .............

1§Xhqw;
not less
300han1801n 1

quarter.

1

$600 in I ..........
HQ; 20X
wba out-
side HO.36; ..........
in 1
quarter.

l4Xhqw; 110 ........
not less

500 or
P FICA tax

ase.
19 weeks I ..........

employ-
ment at
$20 or
more;
not less
than
$700.

26+-30; 1 ..........
not less
than $99
in 1
quarter
and
wages in
2 quar-
ters.

20 weeks I .........
employ-
mert at$35 or
more.

36; wages
in 2
quarters.

oIf ........

.. 4 up to66% per-
cent of
State
aww.

10 ........ 1 1 1 ....... 4 wba.... ý ......... 10... .. 26 ...... 20 weeks.. 1.3..... 4.1.

4s up to 28........ 109 ....... 4 wages62 per- up to
cent of wba.
State aww.

½4 .......... 14 ........ 100 ....... $20 ......

S........ .... 9 1 ........

46 up to
65 per-
cent of
State aww.

10 ........ 137 .......

4s-4a ....... 15 ........ 82 ........

4 claim- 18 ........ 115 .......
ant's aww
for hi h-
est 20
weeks up
to 60
percent
of State
aww.

4, .......... 38 ........ 122 .......

Greater
of $5
or A
wba.

Nfo wba
than
regular
em-
ployer.

4 wages
in ex-
cess of
$5.

$15 plus
$3 for
each
depend-
entu
to5

Greater
of g
wba or

10.

.1 ......... 13+ .... 26 ........... do.... 0 ........ 4.5.

4 ....... 12..

27 per
cent

Weighted
sched-
ule of
bpw in
rela-
tion to
hqw.

26 ......... do.... 0.30.... 4.

9 ....... 26 ........... do.... 0.1 . 4.

10-22. . 36 ...... $140 in
CO in
current
orpre-Coding
CY.

1.31..... 2.8'.

Uniform.. 26 ...... 26 ...... Any time.. 2.7 .... 2,7.

... do ....... 26 ...... 26 ...... 20 weeks. 1.7 ...... 6.

0 ....... 12 ...... 26 ........... do.... 0.05 .... 3.2.

Sol footoft at end of table.



TABLE 14.-SIGNIFICANT PROVISIONS OF STATE UNEMPLOYMENT INSURANCE LAWS, AUG. 31, 1979-Con.

Benefits

Duration In 52-week period Coverage:
Qualifying - Size of
wage or Computa- Benefit weeks for firm (1 Taxes: 1978 Tax
employ- tion of wba Propor. total unemploy- worker in rates (percent of
ment (fraction Wba for total tion of ment I specified wages)'
(number X of hqw or unemployment S Earnings base. time and-
wba or as Waiting as Indi- disre- period Mini- Maxi- or size of Mini- Maxi-

State indicated) ' week 2 cated) '1 Minimum Maximum garded S wages mum I mum payroll)"6 mum mum

Washington ......... 680 hr ...... 1 .......... ýjs of 17 ........ 137 ....... $5 plus ýj ......... 8+4-23+ 30 ...... Any time . 3.3'.... 3.3'.
average
of 2 high. wages.
est quar-
ter wagesup to 55
percent
of State
aww.

West Virginia ....... $1,150 1 • 1.6-0.9 18 ........ 166 ....... $25.... Uniform.. 28...... 28 ...... 20 weeks 0 3.3.
and percent

ofr an-
ine nual
quarters. wagesup to

70 per.
cent of
State
aww.

Wisconsin .......... 15 weeks 0 .......... 50 percent 28 ........ 149 ....... Up to ýj 8/10 1-13+.. 34 .......... do.... 0.5 ...... 6.5.
employ- o claim- wba S. weeks
meant; ant's aww employ-
average ug to ment.of $50.01 6 %
or more percent
with 1 of State
employer, aww.

Wyoming........... oxhqw; I ......... ýJsupto55 24 ........ 131 ....... Greaterof 116 ...... 11-24... 26. $500tn 0.51.... 3.21.
not less percent $15 or current
than of State 25 per- or pre-
$600 aww. cent ceding
in I wba. CY.
quarter.

C,'



I Weekly benefit amount abbreviated in columns and footnotes as wba;
base period, BP; base-period wages, bpw; hiqh quarter, HQ; high.quarter
wages, hqw; average weekly wage aww; benefit year, BY; calendar quarter,
CQ; calendar year, CY; dependent, dep.; dependents allowances, da.; min.
Imum, min.; maximum, max.

2 Unless otherwise noted, waiting period same for total or partial unem.
ployment. West Virginia, no waiting period required for partial unemploy.
ment. Waiting period may be suspended if Governor declares state of emer.
gency following disaster, New York, Rhode Island. In Georgia, no waiting
week if claimant unemployed not through own fault.

3 When States use weighted high-quarter, annual-wage, or average weekly.
wage formula, approximate fractions or percentages figured at midpoint of
lowest and highestnormal wage brackets. When da provided, fraction applies
to basic wba. In States noted variable amounts above max. basic benefits
limited to claimants with specified number of dep. and earnings in excess
of amounts applicable to max. basic wba. In Indiana da. paid only to claim-
ants with earnings in excess of that needed to qualify for basic wba and who
have 1-4 deps. In Iowa, Michigan, and Ohio claimants may be eligible for
augmented amount at all benefit levels but benefit amounts above basic
max. available only to claimants in dependency classes whose hqw or aww
are higher than that required for max. basic benefit. In Massachusetts for
claimant with aww in excess of $66 wba computed at fi2 of 2 highest quarters
of earnings or ý*. of highest quarter if claimant had no more than 2 quarters
work.

4 When 2 amounts given, higher includes da. Higher for min. wba includes
max. allowance for 1 dep.; Michigan for 1 dep. child or 2 dep. other than a
child. In District of Columbia and Maryland, same max. with or without dep.

& In computing wba for partial unemployment, in States noted full wba
paid if earnings are less than )4 wba; J4 wba if earnings are % wba but less
than wba.

G States noted have weighted schedule with percent of benefits based on
bottom of lowest and highest wage brackets.

'Benefits extended under State program when unemployment In State
reaches specified levels; California, Hawaii, by 50 percent; Connecticut by
13 weeks. In Puerto Rico benefits extended by 32 weeks in certain Indus-
tries, occupations or establishments when special unemployment situation
exists. Benefits also may be extended during periods of high unemployment
by 50 percent, up to 13 weeks, under Federal-State Extended Compensation
Program.

* For claimants with min. qualifying wages and min. wba. When 2 amounts
shown, range of duration applies to claimants with min. qualifying wages In
BP; longer duration applies with min. wba; shorter duration applies with
max. possible concentration of wa es in HQ; therefore highest wba possible
for such BP earnings. Minimum 1n Delaware applies to seasonal employ-
ment. Wisconsin determines entitlement separately for each employer.
Lower end of range applies to claimants with only 1 week of work at quali-
fying wage; upper end to claimants with 15 weeks or more of such wages.

* Represents min..max. rates assigned employers In CY 1978. Alabama
Alaska, New Jersey require employee taxes. Contributions for 1979 required
on wages up to $6,000 In all States except Alabama, New Jersey, New Mex.
ico, $6,600; Iowa $6,900s Montana, and Nevada, $7,400; North Dakota,
$000 Minnesola, $8,060; Oregon and Washington, $9,000; Alaska,
$16,00b; Idaho, $10,20b; Hawaii, $10,400; Utah, $11,000; Puerto Rico,
all wages.

I0Waiting period compensable if claimant entitled to 12 consecutive
weeks of benefits immediately following Hawaii; unemployed at least 6
weeks and not disqualified, Louisiana; after 9 consecutive weeks benefits
paid, Missouri; when benefits are payable for 3d week following waiting
period, New Jersey; after benefits paid 4 weeks, Texas, Virginia; after any
4 weeks in BY, Minnesota; after 3d week unemployment, Illinois; after 3d
week of total unemployment, Ohio.

"i Or 15 weeks in last year and 40 weeks in last 2 years of aww of $40 or
more, New York.

12 For New York, waiting period is 4 effective days accumulated in 1-4
weeks; partial benefits ýi wba for each 1 to 3 effective days. Effective days'
4th and each subsequent day of total unemployment in week for which noi
more than $115 is paid."isTo 60 percent State aww if claimant has nonworking spouse- 66% per-
cent if he had dep. child, Illinois; ;io-34 up to 58 percent of State aww for
claimants with no dep. variable max., up to 70 percent of State aww for claim-
ants with dep., Iowa; 60 percent at 1st $85, 40 percent of next $85, 50 per-
cent of balance. Max. set at 66•t percent, Minnesota.

'I Up to 661 percent of State awm, Louisiana. Beginning July 1, 1980,
665 percent, klahoma; 63 percent until 1981, Delaware.

1 $1,500 in any CQ in current or preceding CY unless otherwise specified.
It Max. amount adjusted annually; by same percentage increase as occurs

in State aww (Ohio) by $7 for each $10 increase In average weekly wage of
manufacturing production workers (Texas).

Source: Department of Labor.



CHART G

I
Since April, 1977,
monthly transfers
6/14 of net collec.
tions

Flow of FUTA Funds Under Existing Federal Statutes

0.7% Employer Tax*

Monthly transfers of all net collections

(® EMPLOYMENT SECURITY ADMINISTRATION ACCOUNT (ESAA) for financing
administrative costs of the employment security program. Monthly 0.45% of the 0.7%
Employer tax is to be retained in the ESAA account while 0.26% is to be transferred to
@. Up to 95% rfter transfers to @ may be appropriated to finance State administrative
costs; balance available to meet Federal administrative costs.

Statutory limit retained in this account at the beginning of a fiscal year is
40% of appropriation for the prior fiscal year

Excess if
is over statutory
limit on June 30
of any year

I
Excess if (
Is over statutory
limit on July 1,ony year and
(2) is not over
its statutory limit

® EXTENDED UNEMPLOYMENT COMPENSATION AC-
COUNT (EUCA) for financing (triggered) extended UC and
FS8 programs

Excess if ®
is over statutory
limit on June 30
of any yearI

I
Excess if (D and ®
are over statutory
limit and () is not,
on July I of-any
year i

@ FEDERAL UNEMPLOYMENT ACCOUNT (FUA)
for repayable advances to States with depleted reserves

Statutory limit: $760 million, or 0.126% of total wages in cov- II I Statutory limit: $550 million, or 0.126% of total wages in cov-
ered employment in preceding calendar year, whichever Is greater + ered employment in preceding calender year, whichever is greater

Excess if (1) @ and @ are over statutory limit on Oct. 1 of any year

Distribution to State trust fund accounts when all 3 accounts are fully
funded and no outstanding advances from General Revenue to either
FUA or EUCA

*Effective tax, after 2.7 percent is offset against 3.4 percent Federal unemployment tax.
After outstanding Indebtedness in® has been repaid to general revenue, the 0.7% Employer tax
becomes 0.6% with the distribution to ® being 1/10 of net collections. The 0.45% distribution to
(9 remains and the total Federal unemployment tax would be reduced to 3.2%,

U.S. Department of Labor
Employment and Training

Administration
March 15, 1977
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