
UNEMPLOYMENT INSURANCE AMENDMENTS OF 1966

17.2

HEARINGS
BEFORE THE

COMMITTEE ON FINANCE
UNITED STATES SENATE

EIGHTY-NINTH CONGRESS

SECOND SESSION

ON

H.R. 15119
AN ACT TO EXTEND) ANI) IMItOVE' TIlE FEDERAL-STATU

UNEMPLOYMENT COM11PENSATION PROGRAM

JULY 13, 15, IS, 19, 20, 21, 22, 25, AND 26, 1966

Printed for the use of the Committee on Finance

*

U.S. GOVERNMENT PRINTING OFFIE'I

WASHINGTON : 1966



COMMITTEE ON FINANCE

RUSSELL B. LONG, Louisiana, Clhairman
GEORGE A. SMATHERS, Florida JOHN J. WILLIAMS, Delaware
CLINTON P. ANDERSON, New Mexico FRANK CARLSON, Kansas
PAUL H. DOUGLAS, Illinois WALLACE F. BENNETT, Utah
ALBERT GORE, Tennessee CARL T. CURTIS, Nebraska
HERMAN E. TALMADGE, Georgia THRUSTON B. MORTON, Kentucky
EUGENE J. McCARTHY, Minnesota EVERETT McKINLEY DIRKSEN, Illinois
VANCE HARTKE, Indiana
J. W. FULBRIGHT, Arkansas
ABRAHAM A. RIBICOFF, Connecticut
LEE METCALF, Montana

ToM VAIL, Chief Counsel
EVELYN R. THoMFSoN, Asetftant Chief Clerk



CONTENTS

Hearings day: Page

July 13 --------------------------------------------------- 1
15 ------------------------------------------------- 109
18 ------------------------------------------------- 177
19 ------------------------------------------------- 241
20 ------------------------------------------------- 305
21 ------------------------------------------------- 403
22 ------------------------------------------------------- 471
25 ------------------------------------------------- 515
26 ------------------------------------------------- 597

Text of H.R. 15119 -------------------------------------------- 2

WITNESSES
Aiken, Hon. George D., a U.S. Senator from the State of Vermont -------- 131
Alvord, Oscar, director, social legislation department, Indiana State Cham-

ber of Commerce ------------------------------------------- 556
Bartley, E. Russell, director of industrial relations, Illinois Manufac-

turers' Association; accompanied by John C. Donnelly, manager of
personnel records, Walgreen Co -------------------------------- 340

Beideman, Geraldine M., representing selected California employers and
employer associations --------------------------------------- 295

Bernard, Dr. Robert J., executive director and chairman of the board of
trustees of Pitzer College, of the Claremont Colleges, representing As-
sociation of Independent California Colleges & Universities; acbom-
panied by Charles F. Forbes, chief counsel ------------------------ 177

Biemiller, Andrew, legislative department AFL-CIO ------------------ 403
Birdwell, W. S. Jr., commissioner, Texas Employment Commission ------ 109
Brown, Jack B., executive director, Bureau of Employment Security of

Pennsylvania ---------------------------------------------- 110
Brown, Robert J., commissioner, Minnesota Department of Employment

Security -------------------------------------------------- 471
Brown, William R., associate research director, Council of State Chambers

of Commerce ---------------------------------------------- 267
Christenson, Otto, executive vice president, Minnesota Employers As-

sociation .... ------------------------------------------------ 492
Coffman, Richard L., administrator, Texas Employment Commission ------ 110
Consedine, William R., director, legal department, National Catholic

Welfare Conference ----------------------------------------- Is
Cotabish, Matthew I., chairman, employment security subcommittee, Na-

tional Association of Manufacturers ----------------------------- 515
DeFlaminis, Robert J., on behalf of the Greater Boston Chamber of Com-

merce ---------------------------------------------------- 481
Eubank, Mahlon Z., on behalf of the Commerce & Industry Association

of New York, Inc ------------------------------------------- 364
Fisher, Lyle H., representing the Chamber of Commerce of the United

States; accompanied by Karl Schlotterbeck, manager of economic secu-
rity, Chamber of Commerce of the United States --------------------- 305

Forbes, Charles F., chief counsel, Association of Independent California
Colleges & Universities --------------------------------------- 177

Foster, Gerald M., executive secretary, Interstate Conference of Employ-
ment Security Agencies, and employee, Department of Labor ----------- 144

Frank, John H., executive vice president, Manpower, Inc.; treasurer and
chairman of public affairs committee, Institute of Temporary Service,
Inc --------------------------------------------------- 7

I



CONTENTS

Goldoner, Jack, legislatie representative. Actor's Equity Asso(lathom... 215
(loodwI, Robert C., Administrator. l'eau of 1llnployinelt Seiurity,

l1%)mrtMhent of 111---- -. ..---------------------------------------.... 14
(ray, L,. W.. (ireetor of illxura Hali(, Texas M iafu('tiring Association. 5M
Micl. 'kto,, tlla It.., commissionerr of v'inlo~(yl|nti svitulty, Staite of Vermllont-' I M(

Hlardllig, Curtis P., dlmillnistrltor, Utalh )eleportmenlt of Fluiploylet Se('u-
rity -------------------------------------------------------------- 110

leitkel. Paul P.. chalrmam, Social 8,e1urity I 'ollulltte, ('oul'ii of State
('lhtnibers of ('olilivee. lcttoipl tllile( hi William It. Brown, associate
resellrch director ------------------------------------------------- 217

Ilihks. W. i. Jr., secretary, the Liberty A)bby --------------------------- 45.
11ll G. l(1dred Jr., presidnt, Interstate Conference of Employment SeenII-

rlty Agencies, accompalied by ,urtis P. hla.rding. (lilhillstrittoi', Utah
[)(.Io l'tltijit of Enip'lloyltlent Secuarity: Itha rd L. C'of nl, adnintis-
trator. Texas Eapliioyliviti (omm11)1issioi: PI'a ul R shlienisi, (ire(tor of
AllielliployillV lit (O1lli.eIl lstio, 111(105s1rilo ('oinnislion of Wis lsi .ack
B. Brown, executive directorr. lureau, of Einplloyinif S security of Peii-

sylvilli: 11il1 henry lotoll, director of ipinylo1i'luit I1nua1rlatiO,
Texas Fuiloy1i1(lt Colmm|ission --------------------------------------- 110

Jiivlts, Iloli. ,titob. it IU.S. Setntitor from tMe State of New York ---------- 214
Kllbrlde,. lltayanild 'T., oil behllf of flut Illinois itetall ,Mercllililt. Assocl-

ation ----------------.........-------------------------------- -. --- 3
Kingren. (|;.1mn, Kniaser ]oulilnldlatlohl ]ollith I1h11, lilt'------ ------------- 18
Iley', Iord S., (01(,ll (if Loluisillnll ht lliII'5 1111d T'aidt Asso|lllon ---- 255
L'N5q(,r. Lemirtd0 tw, sIsiall to till llrslillt, mid1(1 genlerlil comisel., Indu1strilal

Union )epa rlelnut, AI,- ('10 l'('(olmilllllllied by Ja('c l1ldler, gel(,erll.
legislative dlreefor: mid Woodrow lnsberg, research drecto....--------- 597

Loe.vsh. C'laudei(1 A.. ldminlitllt'e ossistilut, Iniana10 Manufaicturers As-
. Itloll. lim'------------------------------------------------------- M5

MIcitrthy, WNillini ,J., m1sso'late cohmisel of Assoeiated 11hl1stries of Mas-
.mel4usetts ----------------------------------------------------------- .184

'll('h(.slOy. Leonard B., nssistlait . ee'rt111l°, 111t( ill(immalgor of insurance,
lliaa Milllg Co., elpl'restentilg Lake Carrier's Assolaio ..----------- 190

Mtelkey, Walter J.. s55'Olll ounsel, Oho llol1fl1('tllrvr.s' Asovlat oii...._ 222
Malole. Fralnk, I'esldeilt. Southern Belt Telephone & Telegraph Co., repre-

sliting Bell System Telepholle( Oplerating Co.'s ----------------------- 2|1
Mt'lkh . 'leolrge, president, Amterivall l"ederat oio of Iabor & Cogress of

Inditst'lal Organiratizosm avompani d by Andrew Itlnlller. legshltive
delpa rtmeit , i(d R]iy Ahiliits, so(,ial security departmentt, APIA---- 403

Alerriek, Sainuel, V., Speetal A-ssistant to the .eretary for Liegishative
Affairs, tho ])epartnit-if of Labor ------------------------------------- 14

MlihtOll, (ll'l . ('tf'eetor of the Walhing on hurean. Natlotnal Assocha-
io1 for fhe AdnIlcelleolnt of Colo'('d ple . . . ..-------------------------- 288

Mos, 1jlion. Flank D4., it T.. Senator from tle State of Utlh --------------- 247
Mott. V[llillIll C., eXeelltiVe Vi'ce president, United th te. Illde]hpn(lent. Tele-

ph1one Asoclatlon -------------------------------------------------- 240
Altut,4, Ray, Sol'lal Seirlty Departlent, AFI 1OIO --------------------- 403
Nale. John 1'.. tblef. Washingtoll oftice, National 1i'ederat1on of thi B0ind,

is 'end 113y rIom| Vail, vtllef (0oll1(i to the ('illllittee --------------------- 9
Norwood, Villll IT. Jr., dlh',('t Unr mp oly('n1)lIylt. ulllmira1'le Service,

lureaul oft l-nployuent Seerity, Dp1)'artment. of Labor --------------- 14
Peavy, Tom H., o behalf of tM( Arkansat hState Chamber of Commerce. 375

'ost, John, Naillal I'et 'rolevil Ihtfl3ner Assoc(llon --------------------- II7
Purcell, James 1U., plresdenlt Spice Cleaners, 1II.; president aind lialhlr-

man1111, govrillelnt itf'falil' ('ollllittee,. Natlollal As(oclaton of Building
,elevi(ve Cont raetors --------------------------------- ------------------- 39

RaxIslllhiblmsil, Pid , director of lit1('11p11y1('Int ('llijtiflon, Indusrial
(oniisstl Of WiSCon.sin -----------------------------.-. . --------- 110

Rothell, Ielry, director of Illelhl(13'11et In-surance, Texa; U n)ploylmnIlt
Collllis bsioll ------------------------------------------------------- 110

Wlttelberg, Stanley 1I., As stant Sec'retary for Altia) power, )epartl11(11tm
of L a bor ---------------------------------------------------------- 14

,(qchlotterw.ek. Karl. manager of e(eOlon)lc security, ('luilber (f Commerc(e
of the (Talted States ------------------------------------------------ 305

Shields, ,ll1110 W., president, .Judd10 & Detwelhr, Ine...------------------ 31



CONTENTS

h'ige
8 lle ,('111I 1L., lfittoritey, Viasll igh III, R C -- -- - -- - -- --- - -- - .111

T1el rititit, HIvlele, 111iieiltl1loviIU'Ilt 11ii1iiI'lllive dejlilititielit, ANd rs' Ei"quity

Thru'ish. I omnild R., Print lug I 11118i'les of dknorh'c, file.; 1intptinled 1~v

Tiriggs. Moltt, assistant lt legi~l II dIirector, Anievivin Fl inn Iturvim Fed-

Tilley~, 0. WVelier, ("e'tt it' vie lr'1I'~ ~((i(~i Tennle.see Mo nu11flic-
toi'ers' Ami'oc'il on ----------------------- -1,25

Witterhouse, l1re~eri('k 11., 'xectitivle vev plresident. Ma i mifitt lavers' As-
WK4 11li 10tl O~i (f 4 'onne00ctl t --- - - - - - - - - -- ---- --- - - --- 5413

Wi'lnleln, AMitllion.% (I.. (II te(-tor of 1'esilti('1 will educintil, Btulding serv.

Wi'kPeiolk, 14I iA bet I, tVc (111('i COnlStufia t Onl IMidIC '400111 IK pol Ic, Nit-
11011111l SModal IVeflfare ------------. -~.. 420

Wili toils, .1(1101 A.. Asminit ed I nd1tur ties of New York Stll . . 6)
IlloIIIisi)i, Marl'on, dire'ctor. eiali~ylliilt st-i'ciItV Itgeiciy,('ogi
IDepirttoait. of Litbot -- - - -- - - - - - -- - - - - -- -- -- -- - - r22

Wil'lim, (lordon AV., oil la'li(i f t ii liianoilsM 4 stil( anliewr of co41110 l'(('-- 35
Wirtz~, Hlt. WV. ~Illa rId, svecrvit y Of Lit lbr, iic'i aiiitl1 by. Stmiil0e' 11.

Itltttenberg, ANNIsit ofl Seua'to ry for Met lower; Robert C. Goodwina, Ad-
aaiItI'll -1tor. lliii'eit ii of Emtploymaent Seurity; AillIn in It. Norwood. .Jr.,
1)iraector', 1' taeitj oiille 11 I'l Itt(-( X',4be. 111urea iil Of Ni-aaloyaneItI-It Me-
('(wity: 8iiitip0 A'. 3i'i'i'Ii'k, 8lii'ilit krNs.-llit, to1 ie c(l- for Legix8-
lniv Wvit lirs ; 11114 31a1 ri -rIe.t I aiti, Spechl, 1 .ssiimit for lMcderil 14gb"s
lni i to thelii A (IitililsNraittir. I lt roan (or iilloyviniit Sucu ri Iy, thli
DIhirxtnit. of Lithor -----------------------------.---------- 1

Wol"dltrd, Me~n P., J1r.. cliii iranata. board of directors;, ikssailated Indialurrles
of Florldal-------------------------------------------- -------- 4112

C'OMM UN ICATlIONS

Acsadenfl .8peiwllsI 8 lit %,4ovlll 1 iixiii'eiiu'e Ii td 1.1llr Ia urket N, 444ti itt-- (181
Atoit lAtbor Coniiell, A1l,-Clo, letter of Bairney Weeks, pirei'dentl,

tth cl tiliii -i----------------------------------------------- - U
Alosim Mtte Federal lon oif Labor. AF 1 -4' 10, (eoiegmta of Ilenery lieourg,

l4'gilNitivi' represetit i vi. (the 1 11 r11111it----------------------------- W)
Milganattel '1rontit Union, letter of Jlohn Al. I111 Alt. Internatiounal I Ie(41-

Aiuericaii Bakery & Confectlontery Workers' ilterittoil U411 nlion. AMrl
('[0. letter mid closure of I ianlel H. Conwaty, ltatermitioniil plresixdenit,

Aiieicaal Colill ()It ENd liit tlitti.i letter land eni(urIti1' (of John11 F. Morse.
director (If tlii comiionli, to4 the ('1i1aiim-------------------------7T19)

Aiiirlciin Plita'elower Co., ha1'., lt ti' Of D1nead 4'. C'ook, tol the
eliahmau ----------------------------------------------------- 721

Atierlcau Federatln of41 (I bor & Congress of I tadoIl a'leiI Orgul~At lbuN
IA't leri of? Walter P. Rleutlher, .. i'i v~iiit, Industriail union01 lelirtmliut,

Letter (if C. Al (;rven. ilrec'tor, Io i)lei ('u~riel----------------------(18
Americain Feleriln ouIf MuIixclaas oif thle Ui ated Sftateos and ('anada, letter
(If flernoin J'..iii, pri'tdentt. to4 tht'lii li111111114i1------------------------- 725

Aunerleaxi Federation (If Stal . Couty. laini Nlimillidl l$niiiplioyev, ltler (If

Jerr'y Wurf. Itaterntaloia I rieNsidvut, t(1 the c'111irilntiI--------------------587
Amerlcan liosplta I Aswit 1(4, lette o1 f Kennel -11 AVlII lanaII80n, lSoeolate

director, Waitngtona service buti'au, to the4. lliarn-----------------650
Ameirlena, H bot & Motel Assitilon, stiiiftlitit (If Arthar .1. I'ftkard,

VIhIItt'litil it, governtinvult ii aftfit Irs committee t----------------------------(673
Anaerlcetti N11t1o1111 Ca17ttlm's A.-siclittl la. letter of Cl. W. Alvlliua

to (111 ehuiriik-------------------------------------------------- 823
American Ne'wspapeIr (Ai~d, letter auid enclosure oIf (Chiarles At. Porlik, J11.,

Nec'(til'yI rasire, o the ci'd ---ii---------------------------------(1t)7
Aineivtan Petroleumu hestilute, Iiudlendeit. Petr'(lemli AmsNUiiltloi of

Anterlci, Now Mexico Oil tv (has1 A\gsov'Iutlotiit Rovcy AMtiutiii n II &
Gost .,woint'ionu, lnd West etia 4)11 & (11im kAsov('ini oti, letter mid11 pu1(1:4.o
of Frank N. Ward, to the cliilriiail--------------- ---------- -- -. 77 1



CONTENTS

American Retail Federation, statements of Carl F. Schatz, vice chairman, Page
committee on taxation and fiscal policy --------------------------- 479

American Textile Manufacturers' Institute, Inc., letter of J. Burton
Frierson, president, to the chairman ---------------------------

American Trucking Associations, Inc., letter of W. A. Bresnahan, manag-
Ing director, to the chairman ----------------------------------- 823

Arizona State AFL-CIO, letter of John E. Evans, secretary-treasurer, to
the chairman ----------------------------------------------------- 746

Arkansas State AFL-CIO, statement of J. Bill Becker, president -------- 810
Bartlett, Ilon. E. L.. a U.S. Senator from the State of Alaska, letter and

enclosure to the chairman ----------------------------------------- 821
Birmingham Labor Council, telegram of Donald B. StaTord, president, to

the chairman ----------------------------------------------------- 759
Brotherhood of Painters, )ecorators, & laperhangers of America, AFL-

CIO, letter of S. Frank Raftery, general president, to the chairman-.... 680
Building & Construction Trades Department, letter of C. J. Ilggerty,

president, to the chairman ----------------------------------------- 761
Bureau of Salesmen's National Association, statement of Mr. Mantler --- 767
Central Labor Council of Greater East St. Louls, Ill., letter of lerbert S.

Wilhelm, secretary, to the chairman -------------------------------- 707
Chicago Federation of Labor & Industrial Union Council, AFI-rCIO,

letter of William A. Lee, president, to the chairman ------------------ 740
Colorado Labor Council, AFL-CIO, statement of Ierrick S. Roth,

president -------------------------------------------------- 717
Communications Workers of America, letter of Joseph A. Beirne, president,

to the chairman -------------------------------------------------- 581
Connecticut State Labor Council, AFL-CIO, letter of John J. I)rlxcoll,

president, to the chairman ----------------------------------------- 778
Council of Jewish Federations & Welfare Funds, Inc., letter of Lewis II.

Weinstein, president, to the chairman ------------------------------- 658
Council on Employee Benefits, letter and enclosure of Walter E. Klint,

trustee, to the chairman --------------------------------------------- 701
Detroit Edison Co., the, letter and enclosure of Donald F. Kigar, president,

to the chairman -------------------------------------------------- 691
Egan, Hon. William A., Governor of Alaska, letter to Ilon. E. L. Bartlett, a

U.S. Senator from the State of Alaska ------------------------------- 821
Electronic Industries Association, letter and enclosure of Heath Wakelee,

director, DIA industrial relations department, to the chairman --------- 463
Employers' Unemployment Compensation Council of Michlan, statement

of Colin L. Smith, executive director -------------------------------- 538
Essex-West Hudson Labor Council, AFL-CIO, letter of Matthew J.

Stevens, executive secretary-treasurer, to the chairman --------------- 722
Federation of Independent Illinois Colleges and Universities, letter of

Milburn P. Akers, executive director, to the chief counsel -------------- 182
General Electric Co., letter of E. S. Willis, manager, employee benefits

and practices service, to the chairman --------------------------- 818
Girl Scouts of the United States of America, statement of Mrs. Hlolton R.

Price, Jr., president ----------------------------------------- 82
Glass Bottle Blowers' Association of the United States and Canada, letter

of Lee W. Minton, international president, to the chairman ------------ 586
Greater Louisville Central Labor Council, letter from Herbert L. Segal,

attorney, to the chairman ------------------------------------- 591
Greater Louisville Labor Council, AFL-CIO, comments of Richard Miller,

submitted by Thomas Bond, Jr., research and negotiating service, to the
chairman -------------------------------------------------- 820

Hawaii State Federation of Labor, AFL-CIO, letter of Gordon H. Beach,
executive secretary-treasurer, to the chairman ---------------------- 729

Hawaii Unemployment Compensation Study Committee, statement of Dr.
Thomas K. Hitch, chairman ---------------------------------------- 0 75

loneywell, Inc., statement of Russell W. Laxson, treasurer ------------- 683
otel & Restaurant Employees & Bartenders International Union, state-
inent of Ed S. Miller, general president --------------------------- 588

Idaho State AFL-CIO, letter of Darrell H. Dorman, president, to the
chairman -------------------------------------------------- 743

Illinois State Federation of Labor & Congress of Industrial Organizations,
letter of Robert G. Gibson, secretary-treasurer, and Stanley L. Johnson,
executive vice president, to the chairman ------------------------- 749



CONTENTS

International Association of Machinists, letter of P. L Siemiller, interna- PaO
tional president, to the chairman ------------------------------- 691

International Association of Marble, Slate & Stone Polishers, Rubbers &
Sawyers, Tile Helpers & Finishers, Marble Setters Helpers, Marble
Mosaic & Terrazzo Workers Helpers, letter of William Peitier, general
president, to the chairman ------------------------------------ 80
International Brotherhood of Boilermakers, Iron Shipbuilders, Black-
smiths, Forgers & Helpers, letter of Russell K. Berg, international presi-
dent, to the chairman ---------------------------------------- 96

International Brotherhood of Electrical Workers, letter of Gordon M. Free-
man, international president, to the chairman ----------------------- 720

International Chemical Workers Union, letter of Walter L. Mitchell, presi-
dent, to the chairman ----------------------------------------- 735

International Ladies' Garment Workers' Union, AFL-CIO, statement of
Louis Stulberg, president and general secretary-treasurer ------------- 755

International Molders & Allied Workers Union, letter of William A. Laz-
zerini, president, to the chairman ------------------------------- 700

International Organization of Masters, Mates & Pilots, letter of Capt.
Lloyd W. Sheldon, international president, to the chairman ----------- 822

International 'l ypographical Union, telegram of Elner Brown, president,
to the chairman -------------------------------------------- 699

International Union of Allied Industrial Workers of America, letter and
enclosure of Carl W. Griepentrog, international president, to the chair-
man ----------------------------------------------------- 805

International Union of Operating Engineers, letter of Hunter P. Wharton,
general president, to the chairman ------------------------------ 708

International Union of United Brew3ry, Flour, Cereal, Soft Drink & Distil-
lery Workers of America, AFL-CIO, statement of Karl F. Feller, inter-
national president ------------------------------------------- 758

Iowa Federation of Labor, AFL-CIO, letter of Hugh D. Clark, president,
to the chairman --------------------------------------------- 015

Kansas State Federation of Labor, AFL-CIO, letter of F. E. Black, execu-
tive secretary, to the chairman --------------------------------- 725

King County Labor Council, telegram of C. W. Ramage, executive secre-
tary, to the chairman ---------------------------------------- 748

Laborer's International Union of North America, letter of Joseph V.
Moresehl, general president, to the chairman ----------------------- 765

Los Angeles County Federation of Labor, AFL-CIO:
Letter from W. J. Bassett, secretary, to the chairman -------------- 591
Telegram from W. J. Bassett, secretary, to the chairman ------------ 700

Louisiana AFr-CIO, letter of Victor Bussie, president and E. J. Bourg, Sr.,
secretary-treasurer, to the chairman----------------------------- 579

Louisville Central Labor Council, letter of Herbert L. Segal, attorney,
to the chairman -------------------------------------------- 590

Maine State Federated Labor Council, letter of Benjamin J. Dorsky, presi-
dent, to the chairman ----------------------------------------- 723

Manufacturing Chemists' Association, Inc., letter of M. F. Cross, Jr.,
secretary-treasurer, to the bhalrmnan ----------------------------- 690

Maryland State & D.C. AFL-CIO, letter of Charles A. Della, president,
to the chairman -------------------------------------------- 699

Massachusetts ,State Labor Council, APL-CIO, letter of James P. Loughlin,
secretary-treasurer, to the chairman ---------------------------- 98

Michigan State AFL-CIO, letter of August Scholle, president, to the
chairman ------------------------------------------------- 749

Milwaukee County Labor Council, AFL,-CIO, statement of J. F. Friedrick,
president, to the chairman ---------------------------------------- 582

Minnesota AFL-CIO Federation of Labor, statement ----------------- 714
Minnesota Retail Federation, Inc., letter of Thomas 1I. Hodgson, execu-

tive vice president, to the chairman ----------------------------- 751
Mississippi AFL-CIO, letter of Claude Ramsay, president, to the chairman- 724
Missouri State Labor Council, AFL-CIO, letter of John I. Rollings, presi-

dent, to the chairman ---------------------------------------- 783
Montana State AFL-CIO, letter of James S. Umber, executive secretary,

to the chairman --------------------------------------------- 711



Page

National Association of IIoue Builders of the United States, statenient___ 768
National Association of Social Workers, statement of Rudolph T. Danstedt,

director, Washington office ............. 763
National Coal Association, statement of Brice O'Brien, general coiunsel.__ 716
National Cotton Coumcil, Natniial ('ottoi Compress & Cotton Warebouse

Association & Beltwide Cotton Warehouse Committee, statement and
enclosure of John II. Todd ........... 659

National Federation of Independent Business, statement of George S.
Sullen, legislative director ............... 6I51

National Industrial i)lstributors' Association, letters and enclosure of
Robert G. Clifton, executive secretary, to the chairman ---------------- 649

National Lumber & Building Material i)calers' Association, statement of
Thomtas T. Sneddon, executive vice presIdent ------------------ ------ 718

National Marine Engineers Benelicial Association, AFL-CIO, telegram
of Jesse M. Calhoon, president, to the chairman ----------------------- 781

National Oil Jobbers Council, statement of Wilfred 1I. 1hall, executive
vice president ----------------------------------------------------- 737

National Petroleuml Refiners Association, statement of John Post -------- 623
National Restaurant Association, statement of Ita II. Nuan, Washington

counsel -685
National Retail Hardware Association, statement of Russell R. Mueller,

managing director ------------------------------------------------ 751
National Retail Merchants Association, statements of John C. IRIzen,

vic(e president, government ----------------------------------------- 782
Nevada State AFL-CIO, letter of Louis Paley, executive seeretary-treas-

urer, to the chairman --------------------------------------------- 780
New Jersey State AFL-CIO, telegram of Charles II. Marciante, secretary-

treasurer, to the chairman ------------------------------------------ 781
New Mexico State AFL-CIO, letter of Mrs. Millie L. Sponseller, president,

to the chairman --------------------------------------------------- 729
New York Chamber of Commerce, statement of Mark E. Richardson,

executive vice president -------------------------------------------- 752
New York State Advisory Council on Employment and Unemplhoyment

Insurance, department of labor, letter mid enclosure of George G.
Mintzer, chairman, to Tom Vail, chief counsel to the committee -------- 0 53

New York State AFL-CIO, letter of Raymond R. Corbett, president, to
the chairman ---------------------------------------------------- 727

Niagara Molawk Power Corp., letter and enclosure of R. 1). Constable,
vice president, to the chairman ------------------------------------ 711

North Carolina State AFL-CIO, letter of W. M. Barbee, president, to
the chairman ---------------------------------------------------- 689

North Dakota AFL-CIO Federation of Labor, letter and enclosure of
Wallace J. 1)ockter, president, to the chairman ----------------------- 765

Northwest ('ainers & Freezers As;socilation, letter and enclosure of C. R.
T1ulley, executive vice president, to the chairman ---------------------- 824

Ofilee & Professional Employees International Union, letter of Howard
Coughlln, president, to the chairman ------------------------------ 740

Ohio AFL-CIO, statement of Frank W. King, president ------------------ 207
Oklahoma State AFL-CIO, letter and enclosures of Alva II. Ilollingsworth,

president, Jock Odoma, executive vice president, and Henry L. Liker,
secretary-treasurer, to the chairman --------------------------------- 583

Pacific American Steamship Association, letter of Ralph B. )ewey, presi-
dent, to the chairman --------------------------------------------- 737

Pattern Makers League of North America, letter of G. Hallstrom, general
president, to the chairman ----------------------------------- ------- 709

Pennsylvania Manufacturers' Assciatlon, lemiylvania Manufacturers'
Association Insurance Co., statement of .James F. Malone-------------740

Pennsylvania State Chamber of Commerce, letter of Carl F. Schatz, chair-
mal, social legislation contlitte e, to the chairman ..-- ---------- 781

Pxincetoi University, industrial relations section, letter and, enclosure of
Richard A. Lester, professor of eco lonmlics, to ile (.haiman.----------- 681

Retail Wholesale, & Department Store Unloij, AFL-CIO, statement of
. Max Greenberg, president ------------------------------------------ 709
Rhode Island AFL-CIO, statement of Thomas F. Policastro, president -. 760
Rubber Manufacturers' Association, letter of W. J. Sears, vice president, to

the chairman ---------------------------------------------------- 713

VIII CONTENTS



CONTENTS

Paget

Shilley, Alkerin, & Pickett, 1(tter to the chliria---n.. 442
Solth Carolina Eilidoyikenit Se.eurity commissionio, letter of I. F. Godfrey,

executive dir'e.tor, to Tom Vail, chief cous11 to tie coillillitte_ ..... 650
South Dakota State Federation of Labor, AFL-CIO, statement of (lifford

W . Shrader, president -----------------------t---------------------- 735
Southern California Edilsou Co., letter of Fred Oldendorf, Jr., vice l.resl-

dent, to the chhimaan ---------------------------------------------- 707
Sout hern States Industrial Council, statement of 'Tyre 'Thylor, general

colusel ----------------------------------------------------------- 734
St. Louiq Labor Council, AFI-CIO, letter of Joseph P. ('lark. president, to

the chairman -------------------------------------------------------- 750
'l'elniu.',ee Manu1facturers Ass(.iation, statement of C. Weber Tuley, execu-

tive vice lpreident-secretary --------------------------------------- 285
Text lie Workers Ulnion of America, AFL.--CIO, statement ad enclosure of

William Pollock, general president --------------------------------- 701
Translp)rt Workers' Union of America, letter of Matthew GlUulnani, Interim-

tional president, to the li.inian ---------------------------------- 724
Inittqd Assoc-iation of Journeymen & Apprentices of the 'lumbing & l'ils'-

flitting In(lumtry In the United States anl Canada, letter of Peter T.
Schoemann, general president, to the chairman -------------------- 744

I' united ('emet, ilme & Gypsum Workers, International Union, statement
of Fellx C. Jones, general presihhnt -------------------------------- 715

United Rubber. ('ork, Linoleum & plastic Workers of America, letter of
George Burdon, international president, to the chairman ----------- 748

United Slte, 'Tile & ('ompositliol Roofers, )amp & Waterproof Workers'
Association, let tr of Charles 1). Aquadro, International president, to the
chairman -------------------------------------------------------- 696

S'nilt ed Steeworkers of Amtvric)i :
Letter of I. W. Abel, president, to the chairman ---------------------- 581.
Letter of Frink N. lloffmann, legislative (ireetor to the chairman .... 2 04
Statement of Joseph P. Molony, vice president ---------------------- 205

United Steelworkers of America, local union 2176, telegram of Dafford
lrev\'st(r, recordilg secretary, to the chaman --------------------- 740

Ulnitcd 'Lransport. Service Enlhyees, letter of George P. Sabattle, pretl-
d ,nt. to the (lirman .-------------------------------------------- 587

Virginia Manufacturers Association, statement of Charles II. Taylor,
executive \'ike lp,-ident ------------------------------------------- 2 39

Vir:1nia Sta I A :,A'1( it t, r of 11. I. loyd, premdent, to Tom Vail,
chief couel ----------------------------------------------------- 730

Washington State Labor Council, A PICI(O. letter and enclosure of Marvin
L. Williams. secretary-treasurer, to the chairman --------------------- 744

Wet Virginia Labor Federation, AFh-CIO, letter of Miles C. Stanley,
president, to the chairman ------------------------------------------ 733

Whirlpool Corp., statement submitted by A. J. Takes, manager, legislative
affairs ------------------------------------------------------------- 820

W'ritling Instruenl: M:anu'a(turer. Ass.zociation, Ilui., statement of Frank
L. King. txe(utive vice president ------------------------------------ 762

Wyoming State AFL-CIO, letter and enclosure of John 1). Holaday, exec-
utive secretary. to the chairman ------------------------------------- 7V

AI))I'TIONAL INFORMATION

"Amendments Recommended by the Labor Department to H.R. 15119,"
Committee on Finance, committee print ------------------------------ 61

"HosldPil Layoffs Show Need for Jobless Plan, Allen Says," article from
the Arkansas Gazette --------------------------------------------- 817

"No Federal Standards-Senate Only Hole After House Kills Jobless Pay
Reforms," fioma the Allied Industrial Worker ------------------------- 80

"ITneliploynienit Insurance and the War on Poverty," article from the Un-
employment Insuranee Review ------------------------------------- 434
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WEDNESDAY, JULY 13, 1966

U.S. SENATE,
COMMIrEE ON FINANCE,

Washington, D.C.
The committee met, pursualnt to notice, at 10 a.m., in room 2221,

Now Senate Office Building, Senator Russell B. Long (chairman)
presiding.

Present: Senators Long, Douglas, Gore, McCarthy, Hartke, Met-
calf, Williams, Curtis, Morton, and Dirksen.

Also present: Tom Vail, chief counsel.
The CI IATUAN. This hearing will come to order.
H.R. 15119, the bill before the committee, represents the broad-

est revision of the Federal-State unemployment compensation pro-
gram Congress has undertaken since the system was inaugurated mi
1935. Revision and upgrading of this jointly administered program
is an important part of the President's legislative program for the 89th
Congress.

The current rate of insured unemployment, that is those who are
covered by the unemployment compensation benefit program, is 1.8
percent. This is the lowest rate for insured unemployment since
1946. The overall unemployment rate for the month of June was 4
percent. 1966 is the first year since 1957 that employment has been
at so low a rate. With this fine showing, now is a particularly good
time to review the whole program so we can have unemployment com-
pensation benefits readily available in adequate amounts to combat a
future recession if there should be one. Trhis will make it less likely
that we will be faced with enacting haphaTard, emergency meas-
ures, as we had to do in 1958 and again in 1961.

This hearing will continue through Tuesday, July 26. More than
50 witnesses are scheduled to present oral testimony, and scores more
have indicated that they would file statements in lieu of a personal
statement.



UNEMPLOYMENT INSURANCE AMENDMENTS OF 1966

(Text of JH.R. 15119 follows:)

[I.R. 15119, 89th Cong., 2d sess.]

AN ACT To extend and Improve the Federal-State unemployment compensation program

Be -it enacted by the Scnate and Hoitse of Rcprecntati-es of the United
States of America in Congress assem bled. That this Act may be cited as the
"Unemployment Insurance Amendments of 1966".

TITLE I--IN GENERAL

PART A-COVERAGE

DEFINiTION OF EMPLOYER

SEC. 101. (a) Subsection (a) of se)tion 3306 of the Internal Revenue
Cole of 1954 is amended to read as follows:

"(a) EMRPLOYE-For the purposes of this chapter, the term 'employer' amas,
with respect to any calendar year, any person who-

"(1) during any calendar quarter in the calendar year paid wages of
$1,500 or more, or

" (2) on each of some 20 days during the calendar year, each day being in
a different calendar week. employed at least one individual in employment
for zonie portion of the day."

(b) The amendment made by subsection (a) shall apply-with respect to re-
muneration paid after December 31, 1968.

DEFINITION OF EMPLOYEE

SEC. 102. (a) Subsection (i) of section 3306 of the Internal Revenue Code of
1954 is amended to read as follows:

"(i) EMPLOYE-.-For purposes of this chapter, the term 'employee* has the
meaning assigned to s;uch term by section 3121(d), except that subparagraphs
(B) and (C) of paragraph (3) shall not apply."

(b) Section 1563(f) (1) of such Cede (relating to surtax exemption in case of
certain controlled corporations) is amended by striking out "in section 3306(i)"
an(I inserting in lieu thereof "by paragraphs (1) and (2) of section 3121 (d) ".

(c) The amendment made by subsection (a) shall apply with respect to re-
numeration I)aid after December 31, 1968, for services performed after such date.

DEFINITION OF AGRICULTURAL LABOR

SEC. 103. (a) Subection (k) of section 3306 of the Internal Revenue Code of
1954 is amended to read as follows:

"(k) AGICULTURAL LABOR. For purposes of this chapter, the term 'agricul-
tural labor' has the meaning assigned to such term by subsection (g) of set-tion
3121. except that for purposes of this chapter subparagraph (B) of paragraph
(4) of such subsection (g) shall be treated as reading:

"'(B) in the employ of a group of operators of farms (or a cooperative
organization of which such operators are members) in the performance of
service described in subparagraph (A), but only is such operators produced
more than 6ne-half of the commodity with respect to which such service is
performed;'.

(b) The amendment made by subsection (a) shall apply with respect to
remuneration paid after December 31, 1968, for services performed after such
dite.

STATE LAW COVERAGE OF CERTAIN EMPLOYEES OF NONPROFIT ORGANIZATIONS AND OF
STATE HOSPITALS AND INSTITUTIONS OF HIGHER EDUCATION

SEC. 104. (a) Section 3304(a) of the Internal Revenue Code of 1954 is amended
by rede.ignating paragraph (6) as paragraph (12) and by inserting after para-
graph (5) the following new paragrl)h:

"(6) (A) compensation is payable on the basis of service to which section
3310(a) (1) applies, in the same amount, on the same terms, and subject to
the same conditions as compensation payable on the basis of other service
subject to such law, and
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"(B) payments (in lieu of contributions) with respect to service to which
section 3310(a) (1) (A) applies may be made into the State unemployment
fund on the basis set forth in section 3310(a) (2) ;"

(b) (1) Chapter 23 of the Internal Revenue Code of 1954 is amended by adding
at the end thereof the following new section:

"SEC. 3310. STATE LAW COVERAGE OF CERTAIN SERVICE PERFORMED
FOR NONPROFIT ORGANIZATIONS AND FOR STATE HIOSPI-
TALS AND INSTITUTIONS OF IIIGIHER EDUCATION.

"(a) STATE LAW REQuIiREMENT.-For purposes of section 3304(a) (6)-
"(1) except as otherwise provided in subsections (b) and (c), the service

to which this paragraph applies is-
"(A) service excluded from the term 'employment' solely by reason of

paragraph (8) of section 3306(c), and
"(B) service performed in the employ of a State, or any instrumen-

tality of one or more States, for a hospital or institution of higher edu-
cation, if such service is excluded from the term 'employment' solely by
reason of paragraph (7) of section 3306 (c) ; and

"(2) the State law 'shall provide that an organization or group of or-
ganizations) which, but for the requirements of this paragraph, would be
liable for contributions with respect to service to which paragraph (1) (A)
applies may elect, for such minimum period and at such time as may be
provided by State law, to pay (in lieu of such contributions) into the State
unem ployment fund amounts equal to the amounts of compensation attribut-
able under the State law to such service. The State law may provide safe-
guards to ensure that organizations so electing will make the payments
required under such elections.

"(b) SLCTION NOT To APPLY TO CEITAIN SEIVicE.-This section shall not apply
to service performed-

"(1) in the employ of (A) a church or convention or ass location of
churches, or (B) an organization which is operated primarily for religious
purposes nnd which is operated, supervised, controlled, or principally
supported by a church or convention or association of churches;

"(2) by a duly ordained, commissioned, or licensed mini.'.tr of a church
in the exercise of his ministry or by a member of a religious order in the
exercise of duties required by such order;

"(3) In the employ of an educational institution which is not an institu-
tion of higher education;

"(4) in the case of an institution of higher education, by an individual
employed in an instructional, research, or l)rincipal administrative capacity;

"(5) in the case of a hospital (or in the case of a medical research
organization directly engaged in the continuous active conduct of medical
research in conjuntion with a hospital), by an individual as a physician,
dentist, osteopath, chiropractor, naturopath, or Christian Science prae-
tioner, or by an individual employed in an instructional or research capacity;

"(6) in a facility conducted for the purpose of carrying out a program
of-

"(A) rehabilitation for individuals whose earning capacity is
impaired by age or physical or mental deficiency or injury; or

"(B) providing remunerative work for individuals who because of
their impaire(d physical or mental capacity cannot be readily absorbed
in the competitive labor market,

by an individual receiving such rehabilitation or remunerative work; and
"(7) as part of an unemployment work-relief or work-training program

assisted or financed in whole or in part by tiny Federal agency or an
agency of a State or political subdivision thereof, by an individual receiving
such work relief or work training.

"(c) NONPROFITS MUST BE EMPLOYERS OF 4 OR MoRE.-This section shall not
apply to service performed during ally calendar year in the employ of any
organization unless on each of some 20 days during such calendar year, each
day being in a different calendar week, the total number of Individuals who
were employed by such organic zation in employment (determined without regard
to section 3306(c) (8) and by excluding service to which this section does not
al)ply by reason of subsection (b) ) for some portion of the day (whether or lot
at time &line moment of time) was 4 or more."
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(2) The table of sections for such chapter 23 is amended by inserting at the
end thereof the folowing:

"See. 3310. State law coverage of certain service performed for nonprofit organizations and
for State hospitals and institutions of higher education."

(c) Section 3303 of the Internal Revenue Code of 1954 is amended by adding
at the end thereof the following new subsection:

"(e) PAYMENTS BY CERTAIN NONPROFIT ORGANIZATION.-A State may, without
being deemed to violate the standards set forth in subsection (a), permit an or-
ganization (or group of organizations) described in section 501(c) (3) which is
exempt from income tax under section 501(a) to elect (in lieu of paying contribu-
tions) to pay into the State unemployment fund amounts equal to the amounts
of compensation attributable under the State law to service performed in the
employ of such organization (or group)."

(d) The amendments made by subsections (a) and (b) shall apply with
respect to certifications of State laws for 1969 and subsequent years, but only
with respect to service performed after December 31, 1968. The amendment
made by subsection (c) shall take effect January 1, 1907.

STUDENTS ENGAGED IN WORK-STUDY PROGRAMS

SEC. 105. (a) Paragraph (10) of section 3306(c) of the Internal Revenue Code
of 1954 is amended by striking out the semicolon at the end of subparagraph (B)
and inserting in lieu thereof ", or" and by adding at the end thereof the following
new subparagraph:

"(C) service performed by an individual who is enrolled at an educational
institution (within the meaning of section 151 (e) (4)) as a student in a full-
time program, taken for credit at such insitutlon, which combines academic
instruction with work experience, if such institution has certified to the
employer that such service is an integral part of such program ;".

(b) The amendment made by subsection (a) shall apply with respect to
remuneration paid after December 31, 1906.

PART B-PROVISIONS OF STATE LAWS

PROVISIONS REQUIRED TO BE INCLUDED IN STATE LAWS

SEC. 121. (a) Section 3304 (a) of the Internal Revenue Code of 1954 is amended
by inserting after paragraph (6) (added by section 104(a) of this Act) the
following new paragraphs:

"(7) an individual who has received compensation during his benefit year
is required to have had work since the beginning of such year in order to
qualify for compensation in his next benefit year;

"(8) compensation shall not be denied to any individual by reason of
cancellation of wage credits or total reduction of his benefit rights for any
cause other than discharge for misconduct connected with his work, fraud
in connection with a claim for compensation, or receipt of disqualifying
income;

"(9) compensation shall not be denied to an Individual for any week
because he is in training with the approval of the State agency (or be-
cause of the application, to any such week in training, of State law provi-
sions relating to availability for work, active search for work, or refusal to
accept work) ;

"(10) compensation shall not be denied or reduced to an individual solely
because he files a claim in another State or because he resides in another
State at the time he files a claim for unemployment compensation ;".

(b) The amendment made by subsection (a) shall take effect January 1,
1969, and shall apply to the taxable year 1969 and taxable years thereafter.

ADDITIONAL CREDIT BASED ON REDUCED RATE FOR NEW EMPLOYERS

SEC. 122. (a) Subsection (a) of section 3303 of the Internal Revenue Code
of 1954 is amended by striking out "on a 3-year basis," in the sentence follow-
Ing paragraph (3) and inserting in lieu thereof "on a 3-year basis (i)", and by
striking out the period at the end of such sentence and inserting in lieu thereof
", or (1i) a reduced rate (not less than 1 percent) may be permitted by the
State law on a basis other than as permitted by paragraphs (1), (2), and (3)."

(b) The amendments made by subsection (a) shall apply with respect to
taxable years beginning after December 31, 1966.
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CREDITS ALLOWABLE TO CERTAIN EMPLOYaRS

SEC. 123. Section 3305 of the Internal Revenue Code of 1954 is amended by
adding at the end thereof the following new subsection:

"(j) DENIAL OF CREDITS IN CERTAIN CASEs.-Any person required, pursuant
to a permission granted by this section, to make contributions to an unemploy-
nient fund under a State unemployment compensation law approved by the
Secretary of Labor under section 3304 shall not be entitled to the credits per-
nitted, with respect to the unemployment compensation law of a State, by sub-
sections (a) and (b) of section 3302 against the tax imposed by section 3301
for any taxable year after December 31, 1907, if, on October 31 of such taxable
year, the Secretary of Labor certifies to the Secretary his finding, after rea-
sonable notice and opportunity for hearing to the State agency, that the un-
employment compensation law of such State is inconsistent with any one or more
of the conditions on the basis of which such permission is granted or that,
in the application of the State law with respect to the 12-month period ending
on such October 31, there has been a substantial failure to comply with any one
or more of such conditions. For purposes of section 3311, a finding of the Secre-
tary of Labor under this subsection shall be treated as a finding under section
3304(c)."

PART C--JUDICIAL REVIEW

JUDICIAL REVIEW

SEC. 131. (a) Title III of the Social Security Act is amended by adding at
the end thereof the following new section:

"Judicial Review

"SEC. 304. (a) Whenever the Secretary of Labor-
"(1) finds that a State law does not include provisions meeting the require-

ments of section 303 (a), or
"(2) makes a finding with respect to a State under subsection (b) or (c)

of section 303,
such State may, within 60 days after the Governor of the State has been notified
of such action, file with the United States court of appeals for the circuit in
which such State is located or with the United States Court of Appeals for the
District of Columbia a petition for review of such action. A copy of the petition
shall be forthwith transmitted by the clerk of the court to the Secretary of Labor.
The Secretary of Labor thereupon shall file in the court the record of the pro-
ceedings on which he based his action as provided in section 2112 of title 28,
United States Code.

"(b) The findings of fact by the Secretary of Labor, unless contrary to the
weight of the evidence, shall be conclusive; but the court, for good cause shown,
may remand the case to the Secretary of Labor to take further evidence, and
the Secretary of Labor may thereupon make new or modified fln(lingi of fact and
may modify his l)revious action, and shall certify to the court the record of the
further proceedings. Such new or modified findings of fact shall likewise be
conclusive unless contrary to the weight of the evidence.

"(c) The court shall have Jurisdiction to affirm the action of the Secretary of
Labor or to set it aside, in whole or in part. The Judgment of the c)urt shall be
subject to review by the Supreme Court of the United States upon certiorari or
certification as provided in section 1254 of title 28, United States Code.

"(d) (1) The Secretary of Labor shall not withhold any certification for pay-
ment to any State under section 302 until the expiration of 60 days after the
Governor of the State has been notified of the action referred to in paragraph
(1) or (2) of subsection (a) or until the State has filed a petition for review of
such action, whichever is earlier.

"(2) The commencement of Judicial proceedings under this section shall not
stay the Secretary's action, but the court may grant interim relief if warranted,
including stay of the Secretary's action and including such relief as may be neces-
sary to preserve status or rights.

"(e) Any Judicial proceedings under this section shall be entitled to, and, upon
request of the Secretary or the State, shall receive a preference and shall be
heard and determined as expeditiously as possible."

(b) (1) Chapter 23 of the Internal Revenue Code of 1954 is amended by adding
at the end thereof the following new section:
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"SEC. 3311. JUDICIAL REVIEW.
"(a) IN GENERL,-Whenever under section 3303(b) or section 3304(c) the

Secretary of Labor makes a finding pursuant to which he is required to withhold
a certification under such section, such State may, within 60 days after the
Governor of the State has been notified of such action, tile with the United States
court of appeals for the circuit in which such State is located or with the Unite1i
States Court of Appeal.4 for the District of Columbia a petition for review of such
action. A copy of tie petition shall be forthwith transmitted by the clerk of the
court to the Secretary of Labor. The Secretary of Labor thereupon shall tile in
the court. the record of the proceedings on which he based is action as provided
in section 2112 of title 28, United States Code.

"(b) FINDINGS or FACT.-The findings of fact by the Secretary of Labor, un-
less contrary to the weight of the evidence. shall be c'onclusive; but the court, for
good cause shown, may remand the case to the Secretary of Labor to take further
evidence, and the Secretary of Labor may thereupon make new or modified find-
ings of fact and may modify his previous action. ind shall certify to the eourt the
record of the further proceedings. Such new or modified findings of fact shall
likewise be conclusive unle ,s contrary to the weight of the evidence.

"(c) Jtunmsmc) rIoN OF COURT; REwimw.-The court shall have jurisdiction to
affirm the action of the Secretary of Labor or to set it aside, in whole or in part.
The judgment of the court shall be subject to review by the Supreme Court of
the United States upon certiorari or certification as provided in section 1254
of title 28, United States Code.

"(d) STAY OF S ECiHr ,aY o" LAnol's Aumro.-
"(1) The Secretary of Labor shall not withhold any certification under

section 3303(b) or section 3304(c) until the expiration of 60 days after the
Governor of the State has been notified of the action referred to in sub-
section (a) or until the State has filed a petition for review of such action,
whichever is earlier.

"(2) The commencement of judicial proceedings under this section shall
not stay the Secretary's action, but the court may grant interim relief if
warranted, including stay of the Secretary's action and including such relief
as may be necessary to preserve status or rights.

"(e) IPaErEFmmNc..c-Any judicial proceedings under this section shall be en-
titled to, and. upon request of the Secretary or the State, shall receive a prefer-
ence and shall be heard and determined as expeditiously as possible."

(2) Subsection (c) of section 3304 of the Internal Revenue Code of 1954 is
amended to read as follows:

"(C) CERTIFICATION.-On October 31 of each taxable year the Secretary of
Labor shall certify to the Secretary each State whose law he has previously
approved, except that he shall not certify any State which, after reasonlble no-
tice and opportunity for hearing to the State agency, the Secretary of Labor
finds has amended its law so that it no longer contains the provisions specified
il subsection (a) or has with respect to the 12-month period ending on such

(-tober 31 failed to comply substantially with any such provision. No finding
of a failure to comply substantially with the provision in State law specitied
in paragraph (5) of subsection (a) shall be based on Ii application or interpre-
tation of State law with respect to which further administrative or judicial
review is provided for under the laws of the State. On October 31 of 1969 or of
tiny taxable year thereafter, the Secretary shall not certify tiny State which, after
reasonable notice and opportunity for hearing to the State agency, the Secretary
of Labor finds has failed to amend Its law so that it contains the provisions
specified in subsection (a) added by the Unemployment Insurance Amendments
of 196((, or has with respect to the 12-month period (10-month period in the (ase
of October 31, 1909) ending on such October 31 failed to comply substantially
with any such provision."

(3) The table of sections for such chapter 23 is amended by adding at the end
thereof the following:

"Sec. 3311. Judicial review."

(c) The amiendilents made by this section shall take effet on the daite of the
enactment of this Act. In applying section 3301(e) of the Internal Revenue
Code of 1954 (as amended by subsection (b) ) with respIect to the taxable year
1966, certifications shall be made on December 31, 1966, in lieu of Ortober 31, 106.
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PART I)-ADMINISTICATION

AMOUNTS AVAILABLE FOR ADMINISTRATIVE EXPENDITURES

Si'u. 141. (a) Section 901(e)(3) of the Social Sec.urity Act Is amended-
(1) by striking out "the net receipts" each place it appears in the first

sentence and inserting in lieu thereof "five-sixths of tle net receipts"; an1d
(2) by striking -0.4 perellt" in the second sentence and inserting in lieu

thereof "0.6 percent".
(b) The alendinlets made by subsection (a) shall apply to fiscal years be-

ginning after June 30. 1967.

UNEMPLOYMENT COMPENSATION RESEARCH PROGRAM AND TRAINING GRANTS FOR
UNEMPLOYMEN' COMPENSATION PERSONNEL

SE(. 1-12. Title IX of tie Social Security Act is amended by adding at the end
thereof the following new sections:

"U NEMPlAOY M ENT COMPENSATION RESEARCH PROCOGRA M

"SEC. '906. (i) The Secretary of Labor shall-"(1) establish a continuing and coml)rehensive program of research to

evluate the ullellploylalelt (olmensation system. Su(1h researil shall ii-
cluhe, but not be limited to, i prograin of factual studies covering the role
of 1111eillploymlelllt Collipellsation under varying patterns of unemployment,
the relaliolslJ between the unmloyment compensation aind other social
insurame programs, the effect of State eligibility and disqualification pro.
visions, lhe l4'rsoallI characteristics, family situations, emloyment back-
grouiiid t(1 experience of claimants, with the results of such studies to lbe
lllmd. publllic : anld

"(2) establish a program of research to develop information (which s13ia1

be made public) as to the effect and impact of extending coverage to excluded
groups.

"Authorization of Appropriations

"(b) To assist in tile establishment and provide for tie continuation of the
comprehensive research program relating to the unemployment compensation
system, there are hereby authorized to be appropriated for the fiscal ye:r ending
June 30. 1947, alld for each fiscal year thereafter such sums as may be ne(.eq-
sary to carry olt the purlmses of this section. Fromn the suns authorized to be
aippropriated by this subsection tile Secretary may provide for the conduct of
,4uch research through grants or coitrlets.

"TRAINING GRANTS FOIl UNEMPLOYMENT COMPENSATION PEiRSONN EL

"SEc. 907. (a) In order to assist in increasing the effectiveness "aod efficiency
of al(lllillitIl'd till of filie illlelialoyi(It colplensat ionl progrilll by ili('eaiising
1ie nlillber of adequately trained lersonel, there tire hereby aulltriv(d to be
alplropriated for the fiscal year ending "Juue 30. 19(17, the sum11 of $1.(XK),000. and
for each fiscal year thereafter such suis as iiay be evessary for traillillg
sli(hl lersoliel.

"() (1) From tile sun1s authorized to Ibe a1pproprialed by subsection t a) the
Secretary shall provide (A) directly and through State ageicies or through
grants to or contracts with public or nonprolt private hIstitutions of higher
leariling, for trainiig personnel -o are enloycm l or prelaring for employ-
n1'lt it tlhe administ ration of the unelployment (ompnsation program, ii-
(luding .laim (iterminaiions and adjudication, and (1B) dlireely or through
grnts to or contracts with public or nonprofit private agen(.les or institutions,
for Slilcial courses of study or seminars of short duration (not Ill excess of one
year) for training of such pel,'sonnl, and (C) (llrdietly or through grants to or
contracts with public or nonprofit private Institutions of higher learlling, for
establishing and maintaining fellowships for traineeships for such personnel at
such Institutions, with such stipends and allowances as may be permitted by the
Secret a rT.

"(2) The Secretry may, to the extent hie finds suc.h action to be leevssary ,
prescribe reqliirenets to assure that ally individual will replay tile alllollllts
of his fellowshlp or traineeship received i under this subsection to the extent
such Individual falls to serve, for the i)eriod prescribed by the Secretary, with a



8 UNEMPLOYMENT INSURANCE AMENDMENTS OF 19 6 6

State agency or with the Federal Government, in connection with admilnlistra-
tion of any State employment security program. The Secretary may relieve
any individual of his obligation to so repay, In whole or In part, whenever and
to the extent that requirement of such repayment would, in his judgment, be
inequitable or would be contrary to the purposes of any of the programs estab-
lished by this section."

USE OF CERTAIN AMOUNTS FOR PAYMENT OF EXPENSES OF ADMINISTRATION

SEC. 143. Section 903(c) (2) of the Social Security Act (42 U.S.C., see.
1103(e) (2)) Is amended-

(1) by striking out "nine preceding fiscal years," in subparagraph (D)
of the first sentence and Inserting In lieu thereof "fourteen preceding fiscal
years,";

(2) by striking out "such tell fiscal years" in subparagraph (D) of the
first sentence and inserting in lieu thereof "such fifteen fiscal years"; and

(3) by striking out "ninth preceding fiscal year" In the second sentence
and inserting in lieu thereof "fourteenth preceding fiscal year".

CHANGE IN CERTIFICATION DATE

Sic. 14-1. (a) Section 3302(a) (1) of the Internal Revenue Code of 1954 is
amended by-

(1) striking out "for the taxable year" after "certified"; and
(2) inserting before the period at the end thereof the following: "for the

12-month period ending on October 31 of such year".
(b) Seclion 3302(b' of such Code is amended l)y-

(1) striking out "for the taxable year" after "certified";
(2) inserting after "section 3303" the following: "for the 12-month period

ending on October 31 of such year" ; and
(3) striking out "the taxable year" the last place it appears and Inserting

In lieu thereof "such 12-month period".
(c) Section 3303(b) (1) of such Code is amended to read as follows:

"(1) On October 31 of each calendar year, the Secretary of Labor shall
certify to the Secretary the law of each State (certified by the Secretary of
Labor as provided in section 3304 for the 12-month period on such October
31) with respect to which he finds that reduced rates of contributions were
allowable with respect to such 12-month period only In accordance with the
provisions of subsection (a)."

(d) Section 3303(b) (2) of such Code Is amended by-
(1) striking out "taxable year" where It first appears and inserting In

lieu thereof "12-month period ending on October 31";
(2) striking out "on December 31 of such taxable year" following the

words "the Secretary of Labor shall" and Inserting in lieu thereof "on such
October 31"; and

(3) striking out "taxable year" after "contributions were allowable with
respect to such" and inserting in lieu thereof "12-month period".

(e) Section 3303(b) (3) of such Code is amended by-
(1) striking out "taxable year" where It first appears and Inserting in

lieu thereof "12-month period ending on October 31";
(2) striking out "taxable year" where It next appears and Inserting in lieu

thereof "12-month period".
(f) Section 3304(d) of such Code Is amended by striking out "If, at any time

during the taxable year," and inserting In lieu thereof "If at any time".
(g) Section 3304 of such Code is amended by adding at the end thereof the

following new subsection:
"(e) CHANGE OF LAW DURING 12-MONTH PERioD.-Whenever-

"(1) any provision of this section, section 3302, or section 3303 refers to a
12-month period ending on October 31 of a year, and

"(2) the law applicable to one portion of such period differs from the
law applicable to another portion of such period,

then such provision shall be applied by taking Into account for each such portion
the law applicable to such portion."

(h) The amendments made by this section shall apply with respect to the
taxable year 1967 and taxable years thereafter.
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TITLE II-FEI)ERAL-S'ATE EXTENI)EI) UNEMPLOYMENT
COMPENSATION PROGRAM

SLOUT TITLE

SEc. 201. This title may be cited as the "Federal-State Extended Unemploy-
ment Compensation Act of 1966".

PAYMENT OF EXTENDED COMPENSATION

State Law Requirements

SEC. 202. (a) (1) For purposes of section 3304(a) (11) of the Internal Revenue
Code of 1954, a State law shall provide that payment of extended compensation
shall be made for any week of unemployment which begins in the individual's
eligibility period, to individuals who have exhausted all rights to regular com-
pensatlon under the State law and who have no rights to regular compensation
with respect to such week under such law or any other State unemployment
compensation law or to compensation under any other Federal law. For purposes
of the preceding sentence, an individual shall have exhausted his rights to regular
compensation under a State law (A) when no payments of regular compensation
can be made under such law because such individual has received all regular
compenstion available to him based on wage credits for his base period, or (B)
when his rights to such compensation have terminated by reason of the expira-
tion of the benefit year with respect to which such rights existed.

(2) Except where inconsistent with the provisions of this title, the terms and
conditions of the State law which apply to claims for regular compensation and
to the payment thereof shall apply to claims for extended compensation and to
the paymentss thereof.

State May Impose Special Eligibility Requirement

(b) Notwithstanding subsection (a) (2), the State law may provide that to
be eligible for extended compensation an Individual must have had a number of
weeks (specified in such law, but not to exceed twenty-six weeks) of covered
employment in his base period (or a specified wage or work history which is
the substantial equivalent).

Individuals' Compensation Accounts

(d) (1) The State law shall provide that the State will establish, for each
eligible individual who files an application therefor, an extended compensation
account with respect to such individual's benefit year. The amount established
in such account shall be not less than whichever of the following is the least:

(A) 50 per centum of the total amount of regular compensation (including
dependents' allowances) payable to him during such benefit year under such
law,

(B) thirteen times his average weekly benefit amount, or
(C) thirty-nine times his average weekly benefit amount, reduced by the

regular compensation paid (or deemed paid) to him during such benefit year
under such law;

except that the amount so determined shall (if the State law so provides) be
reduced by the aggregate amount of additional compensation paid (or deemed
paid) to him under such law for prior weeks of unemployment in such benefit
year which did not begin in an extended benefit period.

(2) For purposes of paragraph (1), an individual's weekly benefit amount for
a week is the amount of regular compensation (including dependents' allowances)
under the State law payable to such individual for such week for total
unemployment.

EXTENDED BENEFIT PtARIOD

Beginning and Ending

SEo. 203. (a) For purposes of this title, In the case of any State, an extended
benefit period-

(1) shall begin with the third week after whichever of the following weeks
first occurs:

(A) a week for which there is a national "on" indicator, or
(B) a week for which there is a State "on" indicator; and
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(2) The term "regular compensation" means compensation payable to
an individual under any State unemployment compensation law (including
compensation payable pursuant to title XV of the Social Security Act), other
than extended compensation and additional compensation.

(3) The term "extended compensation" means compensation (including
additional compensation and compensation payable pursuant to title XV of
the Social Security Act) payable for weeks of unemployment beginning in
an extended benefit period to an individual under those provisions of the
State law which satisfy the requirements of this title with respect to the
payment of extended compensation.

(4) The term "additional compensation" means compensation payable
to exhaustees by reason of conditions of high unemployment or by reason of
other special factors.

(5) The term "benefit year" means the benefit year as defined in the ap-
plicable State law.

(6) The term "base period" means the base period as determined under
applicable State law for the benefit year.

(7) The term "Secretary" means the Secretary of Labor of the United
States.

(8) The term "State" includes the District of Columbia and the Common-
wealth of Puerto Rico.

(9) The term "State agency" means the agency of the State which admin-
isters its State law.

(10) The term "State law" means the unemployment compensation law of
the State, approved by the Secretary under section 3304 of the Internal
Revenue Code of 1954.

(11) The term "week" means a week as defined in the applicable State
law.

EXTENDED UNEMPLOYMENT COMPENSATION ACCOUNT

SEC. 206. (a) Title IX of the Social Security Act is amended by striking out
section 905 and inserting in lieu thereof the following new section:

EXTENDED UNEMPLOYMENT COMPENSATION ACCOUNT

"ESTABLISHMENT OF ACCOUNT

"SEC. 905. (a) There is hereby established in the Unemployment Trust
Fund an extended unemployment compensation account. For the purposes pro.
vided for in section 904(e), such account shall be maintained as a separate book
account.

"Transfers to Account

"(b) (1) The Secretary of the Treasury shall transfer (as of the close of Jan.
uary 1968, and each month thereafter), from the employment security adminis.
tration account to the extended unemployment compensation account established
by subsection (a), an amount determined by him to be equal to 16% per centum
of the amount by which-

"(A) transfers to the employment security administration account pur-
suant to section 901 (b) (2) during such month, exceed

"(B) payments during such month from the employment security admin-
istration account pursuant to section 901(b) (3) and (d).

If for any such month the payments referred to in subparagraph (B) exceed the
transfers referred to in subparagraph (A), proper adjustments shall be made in
the amounts subsequently transferred.

"(2) Whenever the Secretary of the Treasury determines pursuant to section
901(f) that there is an excess in the employment security administration account
as of the close of any fiscal year beginning after June 30, 1967, there shall be
transferred (as of the beginning of the succeeding fiscal year) to the extended
unemployment compensation account the total amount of such excess or so
much thereof as is required to increase the amount in the extended unemploy-
ment compensation account to whichever of the following is the greater:

"(A) $500,000,000, or
"(B) the amount (determined by the Secretary of Labor and certified by

him to the Secretary of the Treasury) equal to two-tenths of 1 per centum
of the total wages subject (determined without any limitation on amount)
to contributions under all State unemployment compensation laws for the
calendar year ending during the fiscal year for which the excess is determined.
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"Transfers to State Accounts

"(c) Amounts in the extended unemployment compensation fund shall be
available for transfer to the accounts of the States in the unemployment trust
fund as provided by section 204(e) of the Federal-State Extended Unemployment
Compensation Act of 196.

"Transfers to Federal Unemployment Account

"(d) If the balance in the extended unemployment compensation account as
of the close of any fiscal year exceeds the greater of the amounts referred to in
subparagraphs (A) and (B) of subsection (b) (2), the Secretary of the Treasury
shall transfer (as of the close of such fiscal year) from such account to the
Federal unemployment account an amount equal to such excess. In applying
section 902 (b), any amount transferred pursuant to this subsection as of the close
of any fiscal year shall be treated as an amount in the Federal unemployment
account as of the close of such fiscal year.

"Advances to Extended Unemployment Compensation Account

"(e) There are hereby authorized to be appropriated to the extended unemploy-
ment compensation account, as repayable advances (without interest), such sums
as may be necessary to provide for the transfers referred to in subsection (c)."

(b) (1) Section 901(f) (3) of the Social Security Act is amended by striking
out "to the Federal unemployment account" and inserting In lieu thereof "to the
extended unemployment compensation account, to the Federal unemployment
account, or both,".

(2) Section 902(a) of such Act is amended by striking out "the total amount
of such excess" and inserting in lieu thereof "the portion of such excess remain-
ing after the application of section 905(b) (2)".

(3) The second sentence of section 1203 of such Act is amended to read as
follows: "Whenever, after the application of section 901(f) (3) with respect to
the excess in the employment security administration account as of the close of
any fiscal year, there remains any portion of such excess, so much of such re-
mainder as does not exceed the balances of advances made pursuant to section
905(e) or this section shall be transferred to the general fund of the Treasury
and shall be credited against, and shall operate to reduce, first the balance of
advances under section 905(e) and then the balance of advances under this
section."

APPROVAL OF STATE LAWS

SEC. 207. Section 3304(a) of the Internal Revenue Code of 1954 is amended by
inserting after paragraph (10) (added by section 121(a) of this Act) the follow-
Ing new paragraph:

"(11) extended compensation shall be payable as provided by the Federal
State Extended Unemployment Compensation Act of 1966; and".

EFFEOTIVE DATES

SEo. 208. (a) In applying section 203, no extended benefit period may begin
with a week beginning before January 1, 1969.

(b) Section 204 shall apply with respect to weeks of unemployment beginning
after December 81, 1968.

(c) The amendment made by section 207 shall apply to the taxable year 1969
and taxable years thereafter.

TITLE 111-FINANCING

INCREASE IN TAX RATE
SEC. 301. (a) Section 3301 of the Internal Revenue Code of 1954 (relating to

rate of tax under Federal Unemployment Tax Act) is amended-
(1) by striking out "1961" and inserting in lieu thereof "1967",
(2) by striking out "3.1 percent" in the first sentence and inserting in lieu

thereof "3.3 percent", and
(3) by striking out the last two sentences.

(b) The amendments made by subsection (a) shall apply with respect to the
calendar year 1967 and calendar years thereafter.
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INCREASE IN WAGE BASE

SEC. 302. (a) Effective with respect to remuneration paid after December 31,
1968, section 3306(b) (1) of the Internal Revenue Code of 1954 is amended by
striking out "$3,000" each place It appears and inserting in lieu thereof "$3,900".
(b) Effective with respect to remuneration paid after 1)ecember 31, 1971, sec-

tion 3306(b) (1) of such Code (as amended by subsection (a)) is amended by
striking out "$3,900" each place it appears and inserting in lieu thereof "$4,200".

Passed the House of Representatives June 22, 196.
Attest: RALPH I. RoBERTS, Clcrk*.
The CjIIRjmAN. I will ask that each Senator limit. himself to 10

minutes on the first rouid of interrogating Secretary Wirtz, and
thereafter, wlhy we will let each Senator ask as many questions as he
wants to when I is next turn comes.
The Ilonorale W. Willard Wirtz, Secretary of Labor, is our Iirst

wit ness.
You are a very busy man these days, Mr. Secretary, and we know

you have ilnportant responsibilities. We wish you very vell, and we
will try to expedite this hearing as far as your testimony is concerned
to meet your schedule.

You may proceed as you would prefer, Mr. Wirtz. I have a copy
of your prepared statement.

HON. W. WILLARD WIRTZ, SECRETARY OF LABOR; ACCOMPA-
NIED BY STANLEY H. RUTTENBERG, ASSISTANT SECRETARY
FOR MANPOWER; ROBERT C. GOODWIN, ADMINISTRATOR,
BUREAU OF EMPLOYMENT SECURITY; WILLIAM U. NORWOOD,
JR., DIRECTOR, UNEMPLOYMENT INSURANCE SERVICE, BUREAU
OF EMPLOYMENT SECURITY; AND SAMUEL V. MERRICK, SPE-
CIAL ASSISTANT TO THE SECRETARY FOR LEGISLATIVE AF-
FAIRS; THE DEPARTMENT OF LABOR

Secretary Winiz. Thank you very much, Mr. chairmann and mem-
bers of the committee.

First, with resl)ect to the importance of anything else, nothing else
can compare with the importance of this particular piece of legisla-
tion as far as the interests of the I)epartment are concerned. I have
filed or have for the committee, Mr. Chairman, copies of the statement
which have been prepared. If it meets your convenience, I should
like very much to suggest, that it be filed and made a part of the
record and I will summarize it.
The (11iA I,\N. Without objection we will do that. That is what

the reorganization calls for, Mr. Secretary. It is perfectly all right
with me and we will proceed on that basis.

(The prepared statement, with attachment, follow:)

PREPARED STATEMENT OF HON. W. WILLARD WIRTZ, SECRETARY OF LABOR

Mr. Chairman and Members of the Committee, too many times, a Secretary of
Labor has had to appear before this Committee to discuss unemployment
insurance in a setting of widespread unemployment. Today's picture is of a
generally prosperous economy.

In June, total employment stood at 75.7 million, an increase of 2.0 million from
a year earlier. Oi a seasonally-adjusted basis, the unemployment rate has
been 4.0% or below since February, lower than during any period since early
1957.
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There are two proposals before this Committee for eonsidertion today relating
to this nation's uneml)loyment insurance system-S. 1991, the Administration
bill, and H.R. 15119, the House passed bill. As you know, H.R. 15119 was devel-
oped by the House Ways and Means Committee after lengthy public hearings
and Committee consideration in executive sessions.

We recognize that changes have taken place since May 1965 when S. 119)01
was introduced. The economy has continued to improve. There has been a
reduction in long-term unemployment of experienced workers, and there has been
an opportunity to develop alternatives to meet the goals. With this in mind,
I will review both H.R. 15119 and S. 1991 and suggest what we consider to be the
best legislation in terms of program goals and needs.

Even a 4% unemployment rate, in a country like ours. represents a lot of
people. In June there were a million adult men and slightly less than a million
adult women looking for jobs. It is for people like these, and for the families they
support, that our unemployment insurance system is designed. Eveni lit our
low levels of insured uneml)loyent-the lowest since, World War I-there have
been more than 3 million different peolde so far this year that ha e filed for umem-
ployxnent insurance.

Obscured by the national average, and concealed by the gross statistics, are
the much larger numbers of people affected by the continuous movements taking
place in the job market. In 1965, for example, there were, on the average, 76
million people in the labor force-72 million employed and 3.5 million unem-
ployed. But during the year-

90 million different individuals are estimated to have been in the work
force at some time;

87 million different individuals are estimated to have held jobs;
14.1 million are estimated to have experienced soie unemployment;
7.5 million filed claims for unemployment insurance;
6.1 million qualified for unemployment insurance benefits;
5.0 million were unemployed long enuogh to receive unemploynment. benefits;
1.1 million were unemployed long enough to draw all the benefits available

to them, and
0.5 million exhausted 26 weeks or more.

Figures for 1966 are of course not yet available, but they will show a similar
pattern.

Thus, the general level of unemployment must be distinguished from the dis-
placement of particular workers at particular times and places. In 1965 the
unemployment rate ranged-

From 2.3% to 7.8% by State;
From 1.7% to 8.1% by major labor areas;
From 0.4% to 8.4% by broad occupational groups;
From 1.9% to 9.0% by broad industry groups;
From 2.5% to 15.7% by age; and
From 4.19% to 8.31% by race.

"Constant displacement is the price of a dynamic economy. History suggests
that It is a price worth paying. But the accompanying burdens and benefits
should be distributed fairly."

With this statement of the National Committee on Teclnology, Automation
and Economic Progress, I am in complete accord. And I suggest that one of
the most effective ways to a.sure the fair distribution of the burdens is through
the strengthening of our present Federal-State unemployment insurance system.

Unemployment insurance is an important aspect of manpower policy. In our
present-day economy over 80% of the nation's total labor force make their living
through working for others-in contrast to earlier periods In our history when
the majority of people worked on the land, or were otherwise "working for
themselves" In self-owned (or family-owned) professional, business, and service
activities.

Today wage earning Is tile center of economic life. Preparing for a job,
getting, holding and separating from a job, having inc,:ne between jobs and
finding another to replace the lost one are crucial for large numbers of workers.

Unemployment insurance is designed to make up the worker's wage logs in a
way which helps him to meet his economic and social needs, with dignity and,
without loss of 'self-respect. The payment is a predictable, objectively deter-
mined cash payment related to his customary earnings but unrelated to his
wealth or his "need" and received as a matter of Insured right deriving from his
status-both past and preent-as an active member of the labor foreo.
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The value of our unemployment insurance system has been amply proven
during its 30 years of existence. Its basic goals remain essentially unchanged.
Its purpose is to provide--

Partial replacement of wages lost by reason of lack of work;
In a way that preserves dignity;
But does not put a premium on idleness.

The system is designed to protect, insofar as possible, all who work for wages;
to assure most workers a stipulated fraction of their own usual wages for the
period of their unemployment due to economic causes; but to provide no pay-
ment for period's when individuals are not clearly in the labor force.

By providing wage replacement for the individual unemployed worker it
helps maintain purchasing power, prevents the dispersal of an employer's workers
during periods of brief interruption of work. It helps to conserve workers'
skills and preserve labor standards by making it unnecessary for the worker to
accept, because of economic desperation, the first available job regardless of its
suitability.

The costs of the system, both State and Federal, amount to somewhat less than
1/2 cents per payroll dollar; the entire Federal and State cost for a system con-
taining all the improvements included in the Administration's original recom-
mendations would be less than 2 cents per payroll dollar.

It is not my intention to urge the enactment of S. 1991 as a total substitute for
H.R. 15119. H.R. 15119 recognizes some of the deficiencies in our present system,
introduces some significant forward steps, and provides for improvements in the
system which are in the right direction. But H.R. 15119 falls short of meeting
the basic goals of the system in four important areas:

It fails to provide the benefit requirements proposed by S. 1991;
Its extended )enefits program fails to provide needed protection for the

long-term uneml)loyed in periods other than State or national recessions;
Its increases in the taxable wage base are inadequate; and
Its coverage provisions warrant further consideration,

In its coverage of employees of nonprofit and State hospitals and educational
institutions, II.R. 15119 has broken new ground and introduced new concepts for
which we owe a great deal to the House Ways and Means Committee.

The House acted to extend coverage to an additional 3.5 million workers.
These were distributed by categories as follows:

[In millions]

Coverage proVision Numebr of
workers

Employers of 1 or more in 20 weeks or wages paid of $1500 or more in a
calendar quarter -------------------------------------------------- 1.2

Definition of agricultural labor (add some agricultural processing workers)- .2
Definition of employee (add some agent drivers and commission salesmen)__ .2
Nonprofit organizations ---------------------------------------------- 1.4
State hospitals and colleges -------------------------------------------. 5

Total -------------------------------------------------- 5

I recommend broader coverage than that provided in H.R. 15119 so far as the
"size of firm" is concerned. The feasibility of the S. 1991 provision for covering
employers of one or more at any time has been amply demonstrated by experience
under OASDI and under unemployment compensation laws of States of varying
sizes and industrial composition. The Interstate Conference of Employment
Security Agencies recommended coverage of employers of one or more if the
employer had at least a $300 payroll in a quarter. This payroll limit represents
the highest quarterly limit used now i)y States which determine coverage solely
by size of quarterly payroll. I recommend it for your consideration. I also
recommend advancing the effective date of this coverage to January 1, 1,968.

The other coverage change that I would recommend is with respect to farm
workers. While everyone generally agrees that farm workers have a real need
for unemployment insurance protection, in the past it has been difficult to work
out a proposal that was administratively feasible. We have continued to study
this problem and we believe we have a proposal that would provide some mean-
ingful protection to the farm worker, and would at the same time meet some of
the objections of earlier proposals. Under this alternative, coverage would be
extended to farmers who report at least 50 workers for OASD ( purposes but
only for those workers who had wages of at least $300 in a calEndar quarter.
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H.R. 15119 also provides, as does the Administration bill, a program to pro-
tect the long-term unemployed. H.R. 15119, however, would provide extended
unemployment compensation only during periods of high unemployment which
would be triggered on a State or national basis. S. 1991 proposes to assure all
workers with substantial employment protection against long-term unemploy-
ment whether or not it occurred during periods of high unemployment. A trig-
gered program is inadequate. It does not, for example, meet the unemploy-
ment problems created by mass lay-offs, as in the case of the Studebaker plant
shutdown, or the Republic Aviation plant shutdown in Long Island, or the
Douglas Skybolt shutdown in Los Angeles, California. These layoffs, although
significant, would not have affected the rate of unemployment in the whole State
sufficiently to cause the trigger to operate.

We believe the extended benefit program in S. 1991 has much to commend it.
It is not the only way to deal with the problem, however, and I suggest that a
combination program of Federal and State benefits be provided as follows:

1. As an inducement to States to provide regular benefits beyond 26 weeks
for the long-term unemployed there would be Federal sharing on a 50-50 basis
of any such State benefits bc tween 27 and 39 weeks in a benefit year. The
provision of such benefits would be optional with the State.

2. A fully Federally-financed program of triggered benefits equal to the lesser
of 50% of regular State benefits or 13 times the regular weekly benefits amount.
The triggers, both nationally and State, would be those in H.R. 15119.

This combination approach should serve as an incentive to the States to pro-
vide protection beyond 26 weeks. The States have already expressed their
concern in this area. Ten States now provide a duration of regular benefits
for some claimants beyond 26 weeks. The provision for sharing the cost of
benefits beyond 26 weeks would recognize the fact that the normal limit of ex-
clusive State responsibility for unemployment is 26 weeks. The further pro-
vision for full Federal financing of extended benefits on a triggered basis would
recognize that during periods of high unemployment, whether within the State
or nationally, the causes are not confined to conditions inside the State and
there is a national interest affecting the general economy which becomes an
appropriate Federal responsibility.

This proposal is described more fully in the attached statement.
I urge that this Committee give the most serious consideration to retaining

the benefit requirements proposed by the Administration's bill. These relate
to the primary factors determining the adequacy of protection--the weekly
benefit amount and the duration of benefits. In this day of a highly mobile
work force and inter-related State economies, the wide variation and the general
inadequacy in State law benefit provisions constitute the greatest single area
of deficiency in the present system.

S. 1991 requires a State to pay a worker at least 50% of his average weekly
wage limited, however, by a maximum. The maximum would increase from
50% of the State-wide average weekly wage to 60% of such wage and finally
to 66%%.

This would meet one of the stated goals of the program, to provide the great
majority of covered workers with a benefit of at least half their average weekly
wage.

Generally speaking, there Is no disagreement with this stated goal, but the
existing statutory maximum weekly benefit amount is so low in most States
that the goal cannot be reached.

In only one-third of the States can a worker earning the State average
weekly wage receive a benefit of at least 50% of that wage. In another one-third
of the States such workers receive a benefit of from 40 to 49%, and in the
remaining third they receive. less than 40%.

States have been amending their laws to increase benefit amounts, but maxi-
mum weekly benefit amounts have not kept pace with the increasing level of
wages. All to often, a worker earning only $80 a week receives less than one-
half of his weekly wage xhen unemployed. At the present time, there are
only 19 States where the maximum is at least one-half of State-wide average
wages.

In the States In which the maximum is below 40% of State-wide average
weekly wage, less than one-half of all claimants-and less than one-third of
the men-receive 50% of their own weekly wage. Even in the States in which
the maximum is 50% of the State-wide average wage, about half the men are
cut off by the maximum.
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The Interstate Conference of State Employment Security Agencies at Its
Phoenix meeting this spring toohk it lItsitiO in favor of the weekly benefit amount
requirement In S. 1991 except that It would provide a maximum of only 50%
of State-wide weekly wages. While this recogtitim of the (lesiralbillty of the
Federal requirement is highly significant, we believe the 50r%, nmximum Is in-
adequate. As I lve just pointed olit, In those Stales in which the maxillilllli is
50%. about half the men are prevented front getting 50%)C of their wage in
benefits by the maximum. If the maximum were 66'(i%/--aboiut 15/ of claim.
ants would be cut off by the maxihunin and only about 25,/% of the men. In-
creasing 110the iaxiniul in three stages Is, we belive, a realistic way to meet
the goal.

S. 1991 also provides that eligible workers who meet the requireti('nt of 20
weeks of base period employment (or its equivalent) must be eiltilh'd to receive
at least 26 weeks of benefits If they remain unemployed that hug. If the Stale
permits workers to qualify for benefits with fewer tan 20 weeks of work. tlhe
duration of benitts for such workers can be shorter.

We believe that benefits should be liable for a .lfflefent length of ilhue so
that a high proportion of workers will be protected for the full (bliniolt of their
unemployment (luring a year. .The Adniinistratin's )rolpose(d stanurd dshold(1
achieve this.

Moreover, without a duration requirement. there are apt to be pressur-es within
at State by those who wish to keep benefit costs down. to meet the Weekly bmelit
almomlit relllrelteti t at the expense of reduced (lfuratil.

Unlike 11.11. 15119. 5. 1991 provides that no more than 20 weeks Itn a om-ye-Ir
base period (or its ellvalent) may be required of a worker to qualify for heute-
fits. but (loe. not require State to exclude front benefits workers who have less
than 20 week- of employment or its equivalent. It merely permit shorter
blenlIt periods.

While In general State qualifyhig requirements are no greater than that pro-
posed )'" S. 1991. there has been a tendeni(y over the years to llame increased
beenefIts by raising inhlliuit qualifying requirements. The retirement pro-
vided by .. 1991 may be expected to Influence States with very low (linlifying
requirellelts to Irovile more adequate tests of labor force attaclntent(. while
at the same tie protecting workers front unreasonalily high requirements.

underr .. 1991 employers in States which do not lteet the benefit requirements
I have disevlssed will not lose all tax credit. Instead, their credit w\'ill be limited
to the actual average co!4 to the State of the ilnelts being provided under State
law. A State (uld not get tax credit for its employers by providing inadequate
beieflit to its unemployed workers.

lnder existing law an employer gets the full 2.7% tax offset against the
Federal unemployment tax regardless of the amount of State tax tltat he pays.
Tax rates iay be low ill soue States not only bealse of low llnellploytnett, but
also because under the State law benefIts are low in amount, or short in duration,
or because eligibility for heneflits is restricted.

Thus, the umiforin F'ederal memphiymett tax is In effe t iiformn no loItger,
and the Federal tax falls sort of its original objective of eiabliing Statev to
provide adequate benefits without fear that other States will attract industry J,
lower ta xes result ilutg fromi inaditate lei t5 t orker .

II.R. 15119 provides a disqmalitleation standard whlih is ained particularly at
doing away with emellation of waze credits or total reduction of beneflt riights
for any disitaulif.ication exeel)t misonduet connected with the work or fraud In
eotuteetlon vith a claim. The provision also permitit a reduntctiot for receipt of
earnings or disqualifyiug Inem, ais, for example, pelsion-.

We do not believe thift this lrovislon would adequately protect a worker fron
imll)1e1sualile dis lualiflhations. We, therefore. suggest an alternative.

Bieneflts shall mot be deed because of a disqualifying act (other than for
unemployment due to a labor dispute or fraud connected with a (ialt) for a
maximum period of more than 13 weeks next sueeeeding the week in which tile
(lisqua lifyitg act occurred. An employer's exlperiette rating account should
not be charged with any benefits pald for uvneployemttnt whlch follows a dis-
qualifying act. Cancellation of benefits would be prohibited except for fraud
in Connection with a claim. With respect to unemployment due to a labor
dispute . the provision would permit disqualifloatlon for the duration of the
worker's unemuidoyment due to that cause. It would leave to the States the
reasons for which an individual may l)e disqualified( and the range of the (]I-
(luilifying jerirod-from 1 to 13 weeks.
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The unemployment insurance program Is not a penal statute and it Is not
designed to punish workers for actions even though their act ions may be contrary
to law or to accepted social conduct. Disqualifications may also be imposed
for acts which, in fact, are neither contrary to law nor socially unacceptable.
A worker who leaves one Job to accept one which aplpars bitter, but turns out to
bo short-lived, or who leaves because his car pool driver moved away, is
mnluicky, Ilt hardly antisocial. A dislualificat ion in tie unmployment insur-
ance program Is to deny insurance to a worker for the period of titte that his
unemployment can reasonably be said to be due to his own action. Let me
emphasize I lat no worker wvotild be tnt It led to benefits unless he were able to work
and available for work. This ieans that he has to to what a reasonable worker
lit his circumstances wouil do to lind a Job.

Bo1th bills wouli enld tile unjustified diserimiation against maritime workers
and interstate workers, but 'the failure of 11.1. 15119 to protect Canadians as
well as Americans from dis(.rlnination in the interstate benefit system merely
puts a premium, for some border State employers, oil the hiring of Canadians in
preference to Americans and intensifies the pressure to lilort Canadian labor.
There appears to be no sound Justification for excluding claiman11ts in Canada
from the requirement that State unemployment Insurance systems refrain from
discriminating agallist workers who earned benelit rights inI a State but who
became lmemployed In another State or Canada.

Both 11.11. 15119 and S. 1991 would end the "double dlp"-the alomalous situa-
tion ill which workers Ii many States receive two rounds of benefits on the basis
of a single separation from work.

Both bills would end the practice of denying benefits to workers taking approved
training to Improve their employabillty. Frequently, training or retraining is
the shortest route to reemdoyment, and Iit particular Instances it might be the
only possible route. To discourage workers from a(ceptlhg training mtil after
they have exhausted their rights to unemdoyment Insurance Is wasteful, and
prolongs individual unemployment.

The Iouse merely incorporated ill II.R. 15119 specific authorization for ex-
pand1(led unaemploymlent Insurance research and for training personnel engaged in
administering uneml)loylellt Insllurance.

There are some areas in which II.R. 15111) has gone beyond the scope of recoin-
mendations contained in S. 191, but seems to represent a generally satisfactory
t reatment of t he problems with which they are concerned.

A. change Ill the provision for Judicial review appears warranted. The pro.
Vision should follow the customary pattern of making the administrative ofliclal's
flildings of fliet coliellIsive if supported by silblstmllit'll evidence. Ill addition, tit
provisions added In 1950 (usually referred to as the Knowland Amendments) as
an alternative to Judicial review shoul be modified. Any in(onsistelcies shoul
le resolved, any unnecessary and comlicating provisions should be deltedl a(nd
any ambiguities should be clarifled.

Another provision added by the Iouse extends the period for the administra-
tive lse of excess almlollllts credited to (hi States ullder the .o-called Reed Act..
These Illollnts ullder speclile alpropriation of iidividmil State legislatures ay
be used for speelfled purposes In llonne(tion with the State administration of tie
prograll. Actually, they lave beell used almost exclusively for the collstruction
of bilinligs for use by the State employment security agencies. These funds
can no longer be used for tills lurlbose unless tn period Is extended.

Title il1, of 11.R. 15119 increases tie Federal Unelployment Tax rate from
3.1cl/ to 3.3%, effective January 1, 1967. It also raises the taxable wage base
from $30) to $390 for calendar years 1969) through 1971, and to $42000 begin.
ning 1972.

Til- House, il faking tills action, recognized the fact that $3000 balse Is no
longer realistic and must be Ilcreased. In J3 Judgment, the mireas es are not
large enough nor do they become effective smoll ellough. We still believe tile
reasons for increasing tile outiloded Iwage base of $3000 to $500) effective for
calendar year 1968 and to an eventual level of $6600 by 1971 as proposed In S.
1991 are valid and deserve your serious consi(era t ion.

If tile Committee feels, however, that tie ilmlpct of an initial increase to $5600
might be to severe, they may %visi to consider all ini1ial Increase to, say, $4500,
with an eventual level of $6000 by 1971. 111 any event, the wage base illreases
of $3900 and $4200 )rovided by H.R. 15119 are inadequate and 11s it minimum to
Ineet tile ileeds of all adequilte program, I (ould urge tile Comlittee to provide
a1 Initial increase of at least $4500, effeet ive in 1908 instead of 1969.

The present taxable wage base of $3000 wis added to tile progriaiii hell the
use of tills ilme differed little from the base (f totil covered wmagem which it
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replaced. In the quarter of a century since then, wage levels have almost
quadrupled, and a base that once constituted 98% of wages In covered employ-
ment now allows half the wages In covered employment to go untaxed. This
has created serious financial problems for the program. It has become increas-
ingly difficult to raise the necessary revenue, State or Federal, without resort to
inequitable tax rates. It has created Inequities between employers and between
States with respect to unemployment taxes as a proportion of total payrolls.
Employers with high-wage levels, and States with high-average wages, enjoy
lower effective tax rates--that is, lower tax rates as a percentage of total pay-
rolls-than do employers and States with lower wage levels. Saddled with an
unrealistic taxable wage base, the ranges of rates In many States have so con-
tracted as to render meaningful experience rating impossible.

Even with an increase in the taxable wage base in 1968, however, It will be
necessary to provide an increase in the tax rate to meet administrative costs of
the program and to begin building a fund for the extended benfit program.

Title III of H.R. 15119 provides for an increase in the Federal Unemployment
Tax rate from 3.1 percent to 3.3 percent, effective January 1, 1967. The net
Federal portion of the tax is thereby raised from 0.4 percent to 0.0 percent. The
0.6 percent net tax Is earmarked with 0.1 percent to be used for financing the
extended unemployment compensation program provided in Title II of the bill
and 0.5 percent available for administrative expenses. These amounts should
be adequate to finance the proposed benefits and administrative costs, assuming
approval of the proposed increases in the wage base to $6.600 as recommended
by the Administration.

The revenue from the present 0.4 percent tax on $3,000 wage base has become
insufficient to finance current administrative costs of the program. With enact-
ment of the improvements proposed by this legislation, including the need for
funds for the extended benefit program, the disparity between tax revenue and
costs will become even greater.

Unemployment insurance can never substitute for a full employment economy
or for positive programs to educate and train our work force. But It does auto-
rmatically rush reserves into the Inevitable gaps, and performs an essential hold-
ing action while other weapons In our arsenal can be brought to bear, and thus
remains a major arm of the nation's poverty-figthing establishment.

It is worth every cent we pay for it. It Is the quickets-acting and most auto-
niatic response we have yet provided to protect our most precious natural
resource-our manpower. The greatest abundance of high quality goods and
services ever produced by any national work force the world has even known,
was not produced by malingers and job-shirkers. It was produced by the
hardest-working, most dedicated and most skillful group of workers in history.

We propose to buy for society, and for the worker who has worked and earned
it, only a decent level of protection against "short-term" and "long-term" unem-
ployment. Both our society and our workers need and should have at least
this measure of protection if our war on poverty is to be won and the Great
Society Is to mean something to those citizens most responsible for creating it.

Thank you.

DETAILED EXPLANATION OF PROGRAM OUTLINED IN SECRETARY OF LABOR W. WILLARD
WIRTZ' STATEMENT

The unemployment Insurance program is now 30 years old and we have learned
two extremely important lessons from its operation. On the one hand, it can
serve as an effective mainstay in protecting workers against the risk of unen-
ployment and have a stabilizing effect on the economy of the country. On the
other hand, we have had the opportunity to see that it has serious deficiencies
and is not always as effective as it should be and could be. Improvements are
necessary to enable the system to fulfill its role more effectively.

Many jobs are not covered. Although the replacement of half of the lost
weekly wage has always been the recognized goal, and an intention explicitly
acknowledged by the terms of most State laws, the Intention Is defeated by the
operation of unrealistically low maximums, or "ceilings" on weekly benefit
amounts. As a result, nearly half of all claimants and nearly three-fourths of
mail claimants, most of them heads of families, do not receive a 50 percent wage
replacement. In spite of Increases in the period for which benefits may be paid.
significant numbers of workers with regular past employment are still looking
for work when they exhaust their benefits. In a number of States, the fund's
financial structure Is weak, and while all State funds have markedly Improved
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their positions during this long period of unprecedented prosperity, State fund
experience in past recessions indicates a need for strengthening the financial
structure. Finally, lack of public knowledge of the program's operations and
objectives, plus administrative weaknesses, have led to attacks on the program.

The Senate now has before it two proposals for improving the system--one
recommended by the Administration and sponsored by a number of Senators, the
other developed by the House Ways and Means Committee and passed by the
House. The program here recommended is neither the one nor the other, but a
combination of certain features from each, with some new alternatives for con-
sideration by the Senate.

COVERAGE

The unemployment insurance program should protect, insofar as feasible, all
those who work for others and thus face the risk of unemployment. While about
49.7 million jobs are now protected (including Federal employees, ex-servicemnen
and railroad workers), about 15 million jobs still are not covered. Consequently,
some individuals are completely outside the system, while others can use only
part of their past work experience as a basis for benefits. These exclusions exist
because States have, for the post part, followed time pattern established by the
Federal Unemployment Tax Act. While States are free to go beyond Federal
coverage, and a number of States do cover some services not subject to the
Federal law, the remaining States appear to await Federal action in this area;
in fact, most of them are content to provide only anticipatory provisions for
covering whatever employment is covered by the Federal Unemployment Tax
Act.

Of the 15 million excluded Jobs, almost 5 million could be brought within the
system now by extension of the Federal unemployment tax. Such extension
would also apply to approximately 2 million Jobs now covered only by some State
laws.
Employers of one or more worker

The Department recommends coverage of employers who have at least a $300
payroll in a quarter.

This coverage provision was recommended by the Interstate Conference of
Emplloyment Security Agencies. It received overvhelming support with 38 States
having 80 percent of the covered workers and 84 percent of covered employers
favoring such a coverage extension.

The proposl has several significant advantages over the provision of 1I.R.
15119. First, it would increase coverage by 1.55 million workers, 350,000 more
than provided by the House bill, although about 150,000 fewer than under S. 1991.
It would be considerably easier to administer than the alternative provisions of
weeks of work or a dollar limitation. The limitation of $300 in a quarter is high
enough to exclude coverage of those only casually or temporarily in employer
status and Instances of accidental coverage. It is the highest quarterly payroll
limit now used by States which determine coverage solely by size of quarterly
payroll.

Experience has demonstrated that the workers in these small firms need the pro-
tection of unemployment insurance. In general, in States which cover firms with
fewer than 4 workers, the proportion of workers from small firms who receive
benefits is slightly greater than the proportion from larger firms. At the same
time, State experience indicates that coverage does not impose an unreasonable
financial burden on these small employers.

Nonprofit organizations
The Department recommends the extension of coverage to nonprofit organiza-

tions on the basis of the provisions contained in H.R. 15119. These provisions,
while they do not coincide with the original proposal of the Administration, will
not only achieve coverage for about 1.4 million of the nonprofit jobs, but signif-
icantly will do so in a way more satisfactory to the organizations involved. In
addition, the House bill inclusion of coverage of about 500,000 workers in hos-
pitals and institutions of higher education operated by State governments repre-
sents a major step forward-the technique by which it is accomplished is a
significant achievement on the part of the House Ways and Means Committee.

A grievItural workers on large fartns
The Department of Labor recommends that the provisions of the Federal Un-

employment Tax Act apply to farm employers who employ fifty or more workers
reportable for OASDI purposes, but that only the wages of those workers who
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were loaid $300 in any calendar quarter be taxed and that only such workers be
covered for unemployment insurance purposes.

This measure of a large farm is more limited than that in S. 1951, which pro-
vides coverage for farms using 300 or more mandays of hired agricultural labor
in a quarter, but it would add some coverage of farmt workers while I.R. 15119
provides none.

A beginning is urgently needed in this area. Even coverage of farms emIloy-
ing fifty workers, coupled with a quarterly payroll factor designed to eliminate
migrant, casual or intermittent workers, would be a worthwhile extension. The
number of farms covered would lie small but the number of workers protected
would represent a significant proportion of the Nation's agricultural work force.

Agricultural labor has been excluded from the definition of enmployment In
the Federal Unemployment Tax Act since Its ena(tment when tite patterns of
farm operation and employment were considerably different than they are
today. Farms employing fifty workers are not the family farm contem)lated
by the framers of our system when farm labor was originally excluded. They
are employees of agricultural factories, and need and deserve the protection of
the system to the same extent as the employees of any industrial operation.

Farm workers do experience unemployment and they do need unemployment
insurance protection. It seems aplpropriate, however, to approach the coverage
of farm employment on a gradual basis and to begin with large employers.

Oth er coverage changes
About 400,000 otler workers would be given unemployment insurance pro-

tection b)y adopting. for Federal Unemploymmnt Tax i)irl)o)seN, and with only
minor differences, the OASI)I definitions of "agricultural labor" and "employee,"
as is proposed by 11.R. 15119.

l)efiition of agricultural labor
About 205,000 workers perform services in activities which nre now defined

as "agricultural labor" for Federal unemlloynent tax purposes, but are tnot
"agricultural labor" under OASl)I. In this category are activities snuh as
processing of maple sap into maple sugar or maple syrup. off-the-farin raising
or harvesting mushrooms and hatching poultry, operating and maintaiinng
ditches, etc., for supplying and storing water for farming, if done for profit
andl handling, planting, drying, packing, processing, freezing, grading, storing
or delivering to storage or to market any agricultural or horticultural conmodity
in Its immanufactured stage, when done in the employ of someone other than the
farm operator or a group or cooperative of farm oelerators who produced more
than half the product.

Su('h activities are essentially industrial in nature and do not come within
tle general concept of farm work. Workers excluded from unniployment in-
surance as agricultural, although they are nonagricultural tnler OASDI. In-
clude stationary engineers, box assemblers and lidders, receiving and billing
clerks, grader and conveyor tenders, as well as those who hatch poultry in city
lofts. Approximately 15.000 jobs in these categories are now covered by Stale
unemployment insurance laws, notwithstanding the altsence of current Feder;tl
Unemtploynment Tax A(t coverage. The net increase of coverage under State
laws would be, therefore, 190,000.

Defin it ion of "cm ployee"
The present FITTA definition of "employee" is restricted to officers or corpora-

tions and persons who would be employees under coltmmnon law. The FICA
definition includes also persons who are in fact dependent upon another for
their employment, in a variety of specified activities. chiefly as agent-drivers
and outside salesmen. Adopting the FICA definition with the minor mnodifica-
tions of II.R. 15119 would extend the FUTA to about 210.(00 jobs now outside
the unemployment compensation system. and to another I.50,00)0 which are cov-
ered by State laws which do not limit "employees" to the common-law relation-
ship.

SIt ufmct engaged in ivork-Wdly programs
One provision of 1-.1. 15119 would remove Federal coverage from some pres-

ently covered workers. This provision excludes from the definition of employ-
meat the services of a full-time student in a program whict combines academic
instruction with work experience as an integral part of the program taken for
academi(' credit. In these work-study prog'.mits, students may alternate between
full-tine (.lass study and full-time outside employment on a quarter or semester
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basis, or they may divide their time on a daily or weekly basis between classroom
attendance and outside work.The report of the House Ways and Means Committee states that "This new
exclusion does not apply to employee educational or training programs run
by or for an employer or group of employers." The Department believes that
some clarification In the language is desirable to assure this result.

LONG DURATION UNEMPLOYMENT

In the prosperous year of 1964, nearly 1% million workers were unemployed
27 or more weeks. During an average week in such year, 14 percent of the un-
employed, excluding the new entrants under age 20, had been continuously jobless
more than 6 months, while in 1957, also a year of low unemployment, the com-
parable figure was only 9 percent. Even in 1965, a year of unparalleled pros-
perity, more than a million persons exhausted all the unemployment insurance
available to them, and a half million exhausted 26 or more weeks of benefits.
Many of these long-term unemployed had long histories of regular employment.
They were the victims of automation, structural economic change, obsolescence
of occupation, hiring age limits and other obstacles to reemployment in today's
economy. It Is important in both human and economic terms to get these
workers back into productive employment as quickly as possible, with the least
personal hardship, and the least waste of their skills. This process will, in many
cases, involve a number of personal and occupational adjustments by the worker.
The necessary adjustments will be facilitated by income maintenance as an
earned right, under a system which respects and preserves the dignity of the
individual as a member of the labor force, and which recognizes that the worker's
skill is a valuable national resource. Yet, with few exceptions, workers who ex-
perlence 6 months of unemployment are beyond the limits of unemployment
insurance protection afforded by State laws.

Unemployment in excess of 26 weeks poses a problem which requires a response
by both the Federal government and the States. To deal with it, an extension
of the duration of benefits provided by State laws is urgently needed. Recession
benefits as provided by H.R. 15119, while adequate for the purpose of protecting
the economy from the ravages of the large scale unemployment caused by severe
economic downturns, do nothing to alleviate the problem of the relatively fewer
but still significant numbers of persons who experience unemployment in rela-
tively prosperous periods. To be effective as a protection against this type of
long-term unemployment, the benefits must be available at all times, not just in
recessions. The experience of 1963, 1964 and 1965 demonstrates that even in
periods when unemployment levels would not trigger extended benefits, substan-
tial numbers of workers are unemployed for long periods.

The extended benefits program proposed in Title I of S. 1991 represents tile
preferred approach. If this proposal Is not to be adopted, however, States must
be encouraged to provide benefit durations equal to the need.

As an alternative to the provisions in S. 1991, the Department recommends a
combination program as follows:

(1) Federal and State sharing on a 5(&-50 basis of regular State benefits paid
between 26 and 39 weeks in a benefit year, with the decision to provide such bene-
fits volutary 6n the part of the State.

(2) A fully Federally financed program of triggered benefits equal to the lesser
of 50 percent of regular State benefits or 13 times the regular weekly benefit
amount-the Nattional and State triggers of H.R. 15119 would be applicable.

The first part of this proposed combination of regular and extended benefits
would encourage extending the potential duration of claimants during the
regular benefit year for an additional period of not more than 13 weeks beyond
the present normal limit of 26 weeks. Ten State laws already provide regular
duration in excess of 26 weeks. The Federal Government by sharing 50 percent
of tbe cost of such benefits in States which elected to extend their regular dura-
tion up to a total of 39 weeks recognizes that there Is a Federal responsibility
for such long-term unemployment. This suggestion contemplates no compulsion
on any State to provide regular benefits in excess of 26 weeks, but would pro-
vide an incentive and financial assistance to those States which believe it to be
iml)ortant to recognize the problem created by the long-term unemployment of
individuals due 'to various circumstances, such as the mass lay-offs in the case
of the Studebaker and Republic Aircraft plant shut downs and similar lay-offs.
The exhaustion of benefits by a substantial portion of beneficiaries does occur
even when employment is at the highest levels experienced since the program
began.

65-992-(6---3
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The second part of this combination program basically would provide the
triggered program contained in H.R. 15119 for additional protection of Individ-
uals who are unemployed for long periods because of Statewide or National
recession conditions. The differences between this proposal and H.R. 15119
are that these benefits would be financed 100 percent from Federal funds
rather than shared with the States on a 50-50 basis and that a modification of
the individual eligibility period would be required to accommodate the reces-
sion benefit program to the program of Federal sharing of regular benefits
between the 27th and 39th week of benefits

When unemployment is high, either nationally or in an individual State,
workers may be expected to have more difficulty in finding jobs than when
employment conditions are favorable, and therefore it is appropriate to pro-
vide every claimant with a longer duration of benefits than he would otherwise
have received. There is strong justification, in such circumstances, for the full
cost of such added benefits to be assumned by a uniform Federal tax. In such
periods, the long-term unemployment even more than the shorter priolds stein
from the impact of national decisions affecting the economy and the effect of
technological and other structural changes stimulated by national policy. These
national factors are felt by States to widely differing degrees. Thus, it is appro-
priate for the full costs of recession benefits as well as the Federal share of
long-duration regular benefits, to be met by a uniform payroll tax oil alleiiii-
ployers in the country.

BENEFIT REQUIREMENTS

No program to improve our Federal-State unemployment insurance system
would be adequate or realistic if it did not deal with its most serious diiciency-
the inadequate benefit structures provided by State laws. 1I.R. 15119 ignores this
problem. S. 1991, in contrast, would add to the Federal Unempiloyment Tax
Act requirements as to Svate benefits which must be met if employers in the
State are to receive full tax credit.

The purpose of the benefit requirements and reduced credit provisions is to
protect the States which want to provide adequate benefits by assuring that no
State can get for its employers a tax reduction by providing inadequate benefits.
Thus, the requirements restore the Federal unemployment tax to its original
and intended role of eliminating the fears of interstate competitive tax disad-
vantages as a deterrent to State action. Because of the experience rating credit
for taxes not paid, the actual tax paid by most employers is, in fact, less than
3.1 percent of taxable wages. And without some Federal provisions regarding
benefits, the tax reduction can be obtained by providing inadequate benefits for
the unemployed workers in the State.

The proposed benefit requirements, which are discussed below, relate to the
three primary factors determining the adequacy of protection-the amount of
the weekly benefit, the duration of benefits payable, and the measure of past
labor force attachment required to qualify for benefits. If the State benefits
meet the requirements, the employer can get a tax credit of 2.7 percent against
his Federal tax, no matter what rate he actually pays the State, nor what the
average State benefit costs are. If, however, the State benefits are below the
established level of adequacy, the tax credit is limited to the actual average cost
to the State of the benefits being provided.

For example, in a State which met the benefit requirements, all employers
would get the full 2.7 percent credit against their Federal tax, even though the
particular employer paid the State at the rate of 1.0 percent, and State benefit
costs averaged 2.0 percent. If that State had tnot met the requirements, its em-
ployers would have received a credit of only 2.0 percent against the Federal tax.
Thus, their net Federal tax would have been 0.7 percent'more tian if the State
had met the benefit requirements. If, on the other hand, a State experienced a
very high benefit cost rate of 2.7 percent or more, employers would get 2.7
percent Federal credit regardless of whether or not the benefits met the stand-
ards.

The question of benefit requirements Is not new to the Congress. In 1939,
the House of Representatives passed a bill which would hpave required that
State laws meet certain standards as to waiting week, duration, individual
weekly benefit amount, and minimum and maximum weekly benefit amount, in
order to permit an average tax rate below 2.7 percent. The Senate Finance
Committee did not concur in that 1939 House action, but gave the following rea-
son for not doing so:
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"Your committee feels that there has not been enough time to develop suffl-
cient experience in the field of unemployment compensation upon which to base
an intelligent decision with respect to a reduction in the contribution rates or
the insertion of minimum benefit standards of this particular time.

"In view of this fact your committee feels that the wisest policy Is to continue
the present provisions with respect to unemployment Insurance until such time
as a thorough study of the benefit experience of the various States will yield
practhcal results."

It should be borne in mind that this statement was made at a time when bene-
fits had been payable for less than a year in many States. Surely by now
enough time has elapsed to Justify action on the basis of a quarter century of
experience. Certainly there could hardly be a more opportune moment than the
present, under favorable economic conditions when insured unemployment is at
its lowest post war level, to make the necessary improvement.

The Department of Labor strongly recommends the adoption of Federal
requirements for State laws in tlhe areas of individual weekly benefit amounts.
State maximun weekly benie(it anounls. duration of beiitits and qualifying
employment or wage requirements. The specific benefit requirements proposed
represent, in general, the consensus of what an adequate program should provide.

"*cchkly benefit amnount
The departmentt, recomnmndaltion Is that State laws be required to provide

that those who meet the State qualifying requirement be entitled to a weekly
benefit amount, exclusive of any amount payable with respect to dependents, of
at least 50 percent of the individual's weekly wage, up to the State maximum.
The Individual's weekly wage can be computed from his quarterly earnings, or
from averaging his earnings for the weeks he worked. There must, however,
be a relationship between benefits and weekly wages. Those States which now
pay--or may wish to pay--neits higher than 5A) percent of weekly wages
(.an do so. Additional in(unts ('an1 also Ie provided to individuals with de-
pendents. The State maximum must be set at a level representing, initially,
50 percent of the Statewide average weekly wage, and must be raised by stages
to 66% percent of the Statewide average wage. At all stages, however, the
individual benefit need not represent more than 50 percent of the individual's
wage.
The unemployment compensation system in this country, unlike some foreign

systems, is designed to be wage related. The goal is to assure most workers of
weekly benefits which are large enough to meet their essential living costs
without being so close to their wages as to eliminate the individual's incentives
to find other work. Since an individual's ordinary living costs are related to
his wages, relating his benefits to his wages provides a simple and generally
valid device for accomplishing that goal.

From the beginning of the Federal-State unemployment compensation program,
a benefit of at least 50 percent of wages has been recognized as desirable, with
a maximum set to keep a very small minority of very high-paid individuals
from receiving an undue share of the resources.

State laws generally, throughout the program's 30-year history, have con-
tallied benefit formulas providing 50 percent or more of the individual's wages
for claimants below the maximum. In 1939, the maximum in 49 of the 51 juris-
dictions was high enough to permit the average worker to receive a benefit
equal to half his wages. There were 22 States with maximums above 66% per-
cent of average wages and 12 more with maximums of 60 percent to 66 percent
of the average. Consequently, more than 75 percent of all claimants received
benefits based on their own wage rates. States have. however, failed to main-
tain maximums related to average wages, although the numbers of States with
maximums at various percentages of average wages have fluctuated. Even
with the increases enacted this year by State legislatures, Jiere are only 19
States where the maximum is at least half of average wages; in one State, a
newly enacted maximum is 662/ percent of average wages.

Duration
The Department's recommendation is that State laws be required to provide

that eligible claimants with 20 weeks of base period employment (or its equiva-
lent) must have a potential duration of at least 26 times the weekly rate. This
does not mean that the State must provide uniform duration for all who qualify
for benefits under State law. Workers who qualify with employment of less
than 20 weeks can be provided with potential duration of less than 26 weeks, while
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a State which provides benefits in excess of 26 weeks can restrict the larger
duration to workers with more than 20 weeks of past employment.

Benefits should be payable for long enough that a high proportion of claimants
will be protected for the full duration of their unemployment during a year.
Twenty-six weeks-six months-- has for some time been regarded as the generally
desirable period of protection for the regular unemployment insurance program.
In all but 2 States and Puerto Rico, some claimants may receive 26 weeks. Al-
though over the years the average spell of compensated unemployment has
remained close to 6 weeks, substantial numbers of beneficiaries have exhausted
their benefit rights. Even in 1965, 1.1 million beneficiaries-more than one-fifth
of all beneficiaries--drew all the benefits to which they were entitled. Those
who exhausted their benefit rights were, in general, entitled to protection for
shorter periods of time than those who did not run out of protection. About 20
percent of all beneficiaries, but more than half of those who exhausted, were
entitled to benefits for less than 26 weeks.
Qualifying rcquiremcnt

The Department's recommendation is that there be maximum limitations on
the qualifying employment or qualifying wage requirement in the benefit formula
of State unemployment insurance laws:

(a) If the qualifying requirement is in terms of weeks of employment, the
State could require no more than 20 weeks in a 1-year base period and a week
must be counted toward the qualifying requirement if the individual earned at
least 25 percent of the Statewide average weekly wage in such week.

(b) If the qualifying requirement is in terms of wages, it could require no more
in total base period earnings than IV2 times the earnings in the highest quarter, or
40 times the weekly benefit amount, provided that no benefits need be paid if
total -wages equalling less than 5 times the State average weekly wage.

The purpose of a State qualifying requirement is to limit the program's pro.
tection to regular members of the labor force. It should be high enough to
eliminate workers with insignificant past employment, without eliminating work-
ers regularly attached to the labor force who in the last year have experienced
some unemployment or underemployment, or have had some work in noncovered
jobs.

The recommended provision would not require States to exclude from benefits
workers who have less than 20 weeks employment or its equivalent. A State
which wishes to qualify workers with 14 weeks of work, or to count a week in
which a worker earned less than 25 percent of the Statewide average wage, can
do so. Thus, special State situations can be met.

Generally, State qualifying requirements are no greater than the proposed
Federal standards, although some States may have to modify details of their
requirements. Over the years, however, there has been a tendency to bal-
ance the increased benefit costs of higher maximums and longer duration
by raising the minimum requirement to qualify for benefits. The stand-
ard may be expected to influence States with very low qualifying require-
ments to amend their laws to provide more adequate measure. of attach-
ment, while at the same time it protects workers against unreasonably high
requirements.

ADDITIONAL TERMS AND CONDITIONS

New standards should be added to those in the FUTA which a State law
must meet as a condition for any tax credit. The Department of Labor rec-
ommends that new standards be adopted with respect to disqualifications,
maritime employment, interstate claims, requalifying requirements and trainees.

Disqiialiflcations
The Department of Labor recommends that disqualifications, with the except

tionq noted below, should not exceed a denial of compensation for 13 weeks
following the week in which the disqualifying act occurred. The standard should
prohibit (1) cancellation of wage credits, (2) reduction of the worker's earned
monetary entitlement, and (3) disqualification which lasts for the duration
of a period of unemployment. The Department also recommends that no charges
be permitted to the experience rating account of the separating employer.
There would be no new Federal restrictions on the circumstances under which
disqualifications could be imposed. The exceptions to the 13 week denial should
be for labor disputes, fraud in connection with claims, and for reduction in
weekly benefit amount because of receipt of disqualifying income during a week
claimed as a week of unemployment.
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Unemployment compensation is designed to protect against wage loss dur-
ing unemployment due to economic causes. The disqualifications, except for
that imposed because of fraud in connection with a claim, are intended, not
to punish claimants for "wrong" actions, but to delineate the unemployment
which is not due to economic causes, and against which, therefore, the system
does not insure.

Even unemployment which begins with a disqulaifying act becomes atributa-
ble to economic conditions at some point in the worker's search for work.
The precise point at which this occurs could not be established in advance for
all cases, and, in fact, may vary with the circumstances of the individual
case and the seriousness of the disqualifying act. After 13 weeks, however,
it seems clear that the unemployment could no longer be attributable to the
claimant's past act. Experience has shown that in good times as well as bad,
the average single 8pcU of unemployment is about six weeks. Conceivably,
certain disqualifying acts in some individual cases might be responsible for a
spell of unemployment somewhat longer than the average, but certainly not
for spells of unemployment exceeding three months.

The individual who has served the period of uncompensated unemploy-
ment caused by a disqualifying act should be entitled to full protection,
based on his prior employment, for subsequent weeks of unemployment due to
economic causes. For him, as for all claimants, benefits are payable only
for weeks of unemployment during which he is available for work and meets
the other eligibilty requirements.

State disqualification provisions may create some anomalies and work injus-
tices. For example, in one State, a worker who leaves a job for good personal
cause forfeits all benefit rights based on that job, and can draw no benefits
based on any other base period employment for the duration of this period of
unemployment. His co-worker discharged for misconduct connected with the
job, however, may denied benefits for a period of 3 to 6 weeks, 'with a correspond-
ing 3 to 6 week reduction in his potential benefits for the year. Another State
regards discharge for job-connected misconduct as more reprehensible than a
voluntary leaving, and provides substantially longer disqualification period for
such a discharge than for a quit.

A worker who leaves one job to accept another one at a substantial raise in
pay is ordinarily regarded as demonstrating a praiseworthy ambition to get
ahead. Yet in some States if the new job ends before he has worked a prescribed
period, he may find himself without U.I. protection because his prior wage credits
had been cancelled as a penalty for leaving the first employer for a reason not
attributable to that employer.

The trend toward increasingly harsh disqualifications in State laws, for oc-
curences which represent, at worst, an error in judgment on the part of the
worker and, not infrequently, circumstances over which he had no control, ap-
pears to stem less from efforts to tighten administration of the system than
from the impact of benefit payments on employer experience rating accounts.
Excessive statutory disqualifications for often trivial causes do not contribute
to proper and efficient administration; only careful screening of all claimants
and proper application of reasonable disqualifications by better trained person-
nel can accomplish this objective. If the trend toward over-severe disqualifica-
tion periods in State statutes, a trend which potentially defeats the purpose of
unemployment insurance, is to be reversed, it is clear that a Federal require-
ment is necessary. Such a requirement should include a prohibition against the
charging to employer experience rating accounts of benefit payments subsequent
to disqualification periods.

Maritime employers
The Department of Labor supports the provision of H.R. 15119 that the FUTA

be amended to provide that tax credit under Section 3302 not be allowed to cer-
tain employers (including certain Federal Instrumentalities and certain maritime
employers) with respect to contributions paid under a State low that does not
meet the conditions for such coverage prescribed in Section 3305 of the Act. S.
1991 contains a similar provision limited, however, to maritime employers.

Because of Federal jurisdiction over Federal instrumentalities and maritime
matters, Congress amended the FUTA to give States permission to levy unem-
ployment taxes on certain such instrumentalities and maritime employment
under specified conditions. The provision with respect to maritime employment
was added in 1946 and contained conditions which were designed to prescribe
the State of coverage, and to preclude discriminatory treatment of either marij
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time employers or maritime workers. The State of coverage of services on a
vessel is the one in which the office controlling the operations of that vessel is
located. Contributions of maritime employers must be determined by the same
rules as contributions of other employers, and the services of workers must be
treated, for purposes of wage credits, like the services of shoreside workers.
Since several State laws then contained provisions discriminating against mari.
time workers, the FUTA amendment in 1946 expressly provided that States had
until January 1, 1948, to bring their laws into line with the Federal statute.
That amendment did not, however, provide the consequences if a State did not
meet the condition specified in the Federal statute.

At least two States now fail to afford seamen equal treatment, notwith-
standing the fact that the Congress made nondiscrimination a condition for
relinquishing to those State legislatures its jurisdiction over maritime employ.
ment for unemployment insurance purposes. In the case of one State such failure
affects a substantial proprotion of the seamen engaged in Great Lakes shipping.

Nearly 20 years of urging by the Federal Government and by the affected
seamen has not produced correctional action by the State.

Pnter8tate claims
The Department of Labor recommends the adoption of a provision requiring

that State laws not deny benefits to, or reduce the benefits of, an otherwise
eligible individual because he files his claim for benefits in another State or in
Canada, or because at the time he claims benefits, he resides in another State
or Canada. S. 1991 contains such a provision, as does H.R. 15119, but the provi-
sion in H.R. 15119 deletes the reference to Canada. The reference to Canada is
necessary and should be included.

From the enactment of the original Social Security Act to the present, the
Federal unemployment Insurance laws have been silent on the subject of inter.
state benefits. The Committee on Economic Security and the Congressional
Committees which developed the original legislation recognized that interstate
movement of workers would present problems in a State system, but decided
to leave the problems of multi-State workers for later legislation based on
experience.

The States have met the problems of such workers by voluntary interstate
agreement. The Interstate Benefit Payment Plan was adopted in 1938 by
individual State agreements. The Plan has been amended, modified and supple.
mented through the years by additional voluntary action.

From 1938, when benefit payments began, until 1955, no State paid interstate
claimants a different benefit amount from intrastate claimants, nor denied
claims on the grounds they were filed in another State. In 1955, however, the
Alaska legislature provided that maximum basic benefits were $45 for Indi-
viduals filing in Alaska and $25 for those filing from outside Alaska; in addition,
dependents' allowances were provided only for dependents located in Alaska.
Since then, the Alaska payment to interstate claimants has been reduced to $20.

In 1963, Ohio and Wyoming added restrictions on the rights of interstate
claimants. Ohio pays interstate claimants either their computed benefit or the
average being paid in the State from which they claim whichever amount is
lower; Wyoming pays either 75 percent of the computed benefit, or the maximum
In the State in which the claim is filed, whichever amount is lower. All three.
States reduce the claimant's maximum potential benefits in line with the weekly
reduction.

Legislatures in other States have displayed interest in similar restrictions.
There have also been State proposals that benefits be denied to individuals who
resided outside the State at the time they claimed benefits--so that, for example,
a worker who normally commuted to work across State lines could not receive
benefits If he became unemployed.

Federal legislation prohibiting a State from denying or reducing benefits to
interstate claimants or out-of-State residents should be enacted before more
States add such provisions.

To be complete, the legislation should be applicable on the same basis to
Canada. In 1942, the United States and Canada entered into an Executive Agree-
ment authorizing the inclusion of Canada In the Interstate Benefit Payment Plan
as if it were a State. All but four States (Alabamas, Iowa, Maine, and New
Hampshire) and Puerto Rico have subscribed to the reciprocal agreement with
Canada, under which claims may be filed in Canada against the subscribing
State, and in the State, against Canada. The omission of these five Jurisdic-
tions is not attributable to Canada. That country would like to extend the agree-
ment to all Jurisdictions. Nor would participation in the reciprocal agreement
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be adverse to the interests of the States. There is thus every reason why the
prohibition of discrimination against interstate claimants should be applicable
also to claims filed in Canada. Failure to do so merely puts a premium, in some
border States, on the hiring of Canadian workers in preference to American
workers. Since benefits are not payable to the Canadian workers there could be
no charge to employers' experience rating accounts.

Requalifying requirenent
The Department of Labor recommends, and both H.R. 15119 and S. 1991 pro-

vide that as a condition of Federal tax credit State laws provide that an in-
dividual be required to have had work, since the beginning of a benefit year in
which he drew benefits, in order to qualify for unemployment compensation in
the next benefit year.

The munber of States in which it is possible to establish 2 benefit years with no
intervening employment has declined steadily in recent years, because of short-
ened lag periods and increased qualifying requirements, as well as specific re-
qualifying requirements. Nevertheless, the relatively few instances in which
such cases occur have resulted in much criticism of the program. This provision
would eliminate the possibility. Each State legislature would decide how much
work should be required and whether or not it must be in covered employment.

Tra iaing
The Department of Labor recommends, and both S. 1991 and H.R. 15119

provide, another new requirement under which State laws would have to specify
that compensation shall not be denied to an otherwise eligble individual because
he is attending training with the approval of the State agency. Moreover, an
individual taking such training cannot be found to be not otherwise eligible on
the grounds that he is unavailable for work, is not making an active search for
work, or refused work.

When the training is arranged under the MDTA program, those who receive
allowances under that program have a financial incentive for training. Some
workers, however, may not receive such training allowances; other workers may
desire training courses not under MDTA, which would improve their chances of
reemployment, but they cannot afford to go without income. While unemploy-
ment insurance payments are not intended to be training allowances, neither
should the unemployment insurance program put financial pressure on a worker
to discourage him from accepting training. While under 25 State laws a
claimant taking approved training is not considered unavailable, under only 15
State laws will a trainee not be disqualified for refusing to leave training to
accept work.

JUDICIAL REVIEW

H.R. 15119 provides for judicial review of findings of the Secretary of Labor
which would result in the denial of certification for payment to a State of costs
of administration or the denial of certifications relating to tax credit to em-
ployers in a State. It provides among other things that the findings of fact by
the Secretary shall be conclusive unless contrary to the weight of the evidence.
We propose that this provision be changed to provide that the Secretary's findings
of fact shal1 be conclusive if supported by substantial evidence. This is the
rule generally applied in judicial review of administrative action. It is con-
tained in, for example, section 10(y) of the Administrative Procedure Act, section
404 of the Social Security Act, section 217 (b) of the Economic Opportunity Act of
1964, section 603 of the Civil Rights Act of 1964 (by reference to section 10 of
the Administrative Procedure Act), and section 608(b) of the Hospital and
Medical Facilities Amendments of 1964. The questions of fact that would be
involved in findings by the Secretary of Labor are substantially the same as those
which would be involved in administrative findings under the aforementioned
statutes, and the provision with respect to findings of fact should be the same.

The provision In this respect now contained in H.R. 15119 would substitute
the judgment of the court for the expertise of an administrative official in a
highly technical porgram. This would defeat the purpose of the relevant statutes
which place in the Secretary the responsibility for making findings and would
place an awesome burden on the courts.

We propose also that if a judicial review provision is adopted by this Com-
mittee, the 1950 amendments to section 3304(c) of the Federal Unemployment
Tax Act, the so-called "Knowland Amendment", be modified. The 1950 amend-
ment was a floor amendment and was characterized as follows in the Conference
Report on the Social Security Amendments of 1950:
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"The conference agreement (referring to the 'Knowland Amendment') Is in-
tended as a temporary measure of a stop gap nature pending re-exarnivation by
the appropriate committees during the next session of Congress of the whole field
of unemployment legislation to ascertain the desirability of appropriate perma-
neat legislation." [Emphasis added.]

A reappraisal o fthe Knowland Amendment was contemplated by the Congress
at such time as It would consider permanent legislation for judicial review. Our

-reappraisal lends us to propose the following changes:
First, we would add to the first and last sentences of section 3304(c) as

amended by H.R. 15119 the words "in such subsection". This change is to clarify
the reference to the provisions In subsection (a) of sbetion 3304. It reflects no
change in substance.

Second, we propose to make a similar change In the second sentence of sec-
tion 3304(c) to make it clear that the compliance referred to Is with the provi-
sions of section 3304 (a) (5) , the so-called labor standards provision.

Third, we propose to delete the words "further administrative or judicial re-
view is provided for under the laws of the State", at the end of the second sen-
tence and substitute therefor the words, "the time for review provided under
the laws of the State has not expired or further administrative or judicial review
is pending". This change Is to eliminate the present ambiguity as to whether the
Secretary may act on a State's application or Interpretation of the labor stand-
ards provision in State law that was not appealed to the highest State court. It
assures, however, that no action may be taken by the Secretary while a case is
pending review within the State or the period available to obtain such review
has not yet expired. In other words, it assures that no action may be taken by
the Secretary unless an application or Interpretation of State law is final.

The ambiguity is apparent when the amendment made by the Knowland Amend-
ment to section 33(1 (c) Is contrasted with the provision of the same amendment
to section 303(b) of the Social Security Act. The amendment to section 3304(c)
provides that no finding of the Secretary may be made under the labor standards
provisions 9f the Federal law on the basis of an application or interpretation of
the State law "with respect to which further administrative or Judicial review is
provided for under the law of the State." The provision added to section 303(b)
on the other hand, provides that the question of entitlement shall have been
decided "by the highest judicial authority given Jurisdiction under such State
law." Since both provisions were part of the same bill and substantially different
language was used, it Is persuasive that the Congress did not mean the same
thing in both provisions, and there is a good reason why it did not. ' Se'tion
303(b) relates to entitlement under State law In an area in which no Federal
standards are Involved, Section 3304 (a) (5), however, prohibits a State's denial
of benefits in specified circumstances. It Is a Federal standard designed to be
applied uniformly.

Benefits are denied in a State pursuant to any application or interpretation of
State law that has become final. Precedent actions in a State are not limited
to judicial decisions. State administrative tribunals which hear appeals render
precedent decisions every day. Very few unemployment insurance cases are
ever appealed to the courts. If the Secretary could not act until a case had been
heard by the highest court of a State, the labor standards provision would in
effect no longer be a uniform Federal standard. It could be applied differently
In different jurisdictions without any authority In the Secretary to take the ac-
tion contemplated by the Federal Unemployment Tax Act, unless and until in
each State in which an issue arises, the Supreme Court of the State had con-
sidered and ruled upon the issue. Such consequences could not have been con-
templated by the Congress even without judicial review of the Secretary's find-
ings. With judicial review there Is clearly no reason for them.

RESEARCH AND TRAINING

The Department of Labor has recommended, and H.R. 15119 provides, with only
minor changes in the specific language suggested by S. 1991, that the Secretary of
Labor be given explicit directions to conduct research in the field of unemploy-
ment compensation and to provide for training State unemployment insurance
staff.

While a reporting program developed under title III provided significant data
about unemployment compensation, there are a number of areas in which ex-
ploration of the successes and defeCts of the program is hampered by a lack of
data on experience. In the absence of a specific Congressional mandate to conduct
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research, such as was given for TEUC, the unemployment insurance research
program has not been wholly effective. A continuing and comprehensive research
program is required; the research could be conducted by the Labor Department
directly, through State agencies, or through grants or contracts. The research
program would obtain needed data concerning the role of unemployment com-
pensation under varying patterns of unemployment, the relationship between
unemployment compensation and other social insurance programs, the effect of
various eligibility and disqualification provisions, the personal characteristics.
family and employment background of claimants. A program of research and
information as to the effect and impact of extending coverage to excluded groups
would be established. To provide for the widest possible use of the research
results, the results would be made public.

Facts gained from the research will provide a basis for evaluation of the pro-
gram areas which are criticized to determine whether the criticisms were based
on statutory deficiencies, administrative weaknesses, or misunderstanding of the
program's goals. Proper remedial action could then be developed.

The Department of Labor has also recommended a program of staff training,
and provisioiq for the training of unemployment compensation personnel Is au-
thorized by both H.R. 15119 and S. 1991. One of the most common criticisms of
the program is that benefits are paid to individuals who do not want to work,
and who are not, in fact, in the labor force during the period for which benefits
are claimed. Payment to such individuals is contrary to the express.provisions
of every State unena!oyment insurance law. There has been criticism also that
benefits are being deiWd to people who are entitled to them.

If benefits are paid to those not ava r work or denied to those
eligible, what is needed is n Itional statutory prohi ns, but better admin-
Istrative application of sting provisions. The best w to obtain better
administration Is to ox nd the number of well-trained special who interview
claimants and adju te claims. The bill for steps to incr se the supply
of such trained nnel, and to im rove he tr ng of those no engaged in
claims determine n and appeal

EXTENSION OF P OD DURIN HIOH " EAC" FUN CAN BE USED FR 051'S OF

H.R. 15119 extends the period u 8 es can so r costs of min-
Istration fl a credited to them u Se ion of e So al Securit Act.
The original five-year period, alre extended to en *ears b Congress P.L
88-31, Sec. approve 29, 1 , ; become a 15 year riod unde the
provisions the bil s y o d-The f, n ave een used I the
past almost xclusvely or th tru gs for -by State em. oy-
ment security agencies.LJ

To strength n the finn cm of the em t nsuran stem, bot State
and Federal, he amou f a work es ich are, t able sh Id be
increased subs etially. The Departmn e n te wage
base to $5,600 e ective for calend ar 1 a 1-, ear ln effect datee
to allow time for states to rev the define ax e wages a ordingly,
followed by an in ease to $6, Inning I calen year 1971. it is con-
sidered that $5,00 too great an n crease, a more gra al approach
could be adopted, but he first Increase should be no lower tha ;4,V.

The House action rec nized the need for a higher base. ' it did not deal
adequately with the problem The Increases to $3,900 for through 1971 and
to $4,200 beginning in 1972 ar t large enough n they become effective
soon enough.

A substantial increase in the wage base is needed for both Federal and State
taxes., The resulting increase in Federal revenue is needed to meet the program's
Increased administrative costs cnd t6 finance the program of extended benefits.
At the State level, the higher wage base will Increase potential 'State revenues
to meet higher benefit costs. States with low reserves can take immediate advan-
tage of the increased funds, while those with adequate current reserves. and
Income can adjust their tax schedules to keep Actual revenue at the present level.

The $3,000 limitation was added to the unemployment compensation program
In 1939, for the sole purpose of making it possible to simplify'employer reporting
by using the same base for unemployment taxes as for OASDI. , The efect of.
the $3,000 limit at that time was negligible, .because 98 percent of wages: in
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covered employment were still taxable. In the quarter century since then wages
have steadily increased so that today only about half of wages in covered employ-
ment are subject to the FUTA. The wage base for OASDI, on the other hand,
has increased repeatedly to its current level of $6,600.

The widening gap between wages subject to contribution and total wages in
covered employment has contributed to serious financial problems for the unem-
ployment insurance program. The unduly low base has created and is accentuat-
ing Inequities of the Incidence of both State and Federal taxes among covered
employers.

State ooniderationas
Since benefits are related, even though Imperfectly, to weekly wage levels, the

benefit outgo of State funds over a period of years has increased proportionately
more than their contribution Income.

When benefit costs increase at a more rapid pace than do the amount of tax-
able wages, as now happens with the $3,000 base, the overall cost of benefits comes
closer to, and may even exceed, the standard tax rate of 2.7 percent of taxable
wages. Since It is difficult for a State to raise its maximiun rate substantially
above those In other competing States, minimum rates must be increased as the
Statewide cost rate approaches the maximum statutory rate. Increasing the tax-
able wage base has the effect of reducing the overall cost as a percent of taxable
wages, and permitting 'States to improve the operation of their exlrience-rating
systems by providing a wider range of rate variations, and a greater number of
rate intervals. Thus, rates can relate more accurately to employer experience.

A higher, and more realistic taxable wage base will also decrease inequities be-
tween employers with respect to effective tax rates-that is, unemployment taxes
as a proportion of total payroll. Employers with high levels of wages pay lower
effective tax rates than do lower wage employers. A high wage employer with
such unfavorable experience that he nominally pays an above-standard State rate
of 3 percent may, in fact, pay a lower proportion of his total payroll than another
employer whose favorable experience entitled him to a reduced rate of 2.0 percent,
but whose taxable wages represent a higher prolportion of his total payroll. As
wages continue to increase unevenly among employers, but taxable wages remain
frozen at a level well below average wages, such inequities will increase.

States have recognized the need for action in this area. Currently, 18 of them
use a base higher than $3,000. Interest in raising the base has been expressed In
other 'States, but action has been hampered primarily because of the fear of inter-
state competition. The laws of 28 States provide for levying contributions on a
wage base above its current level if and when the Federal Unemployment Tax
base Is increased, thus indicating the preference of State legislatures for Federal
initiative In this area.

Federal consideration
The revenue from a 0.4 percent tax on a $3.000 wage base has become insuff.

cient to finance the administrative costs of the employment security program.
Since the program is primarily a service program, expenditures for wages and
salaries represent a major administrative ost. As general wage levels increase.
the wages of employment security personnel increase, and the costs of goods and
other services purchased in the administration of the program also go up. Other
factors increasing administrative costs are growth In the number of people served
by the program, and the addition of nev programs and functions. Improvements
in efficiency and staff productivity have counter-balanced a part of the increase
that would otherwise have occurred, but further increases in these costs-must be
anticipated.

An increase In the wage base is a more effective and equitable way to raise the
necessary additional Federal revenue for administrative expenses than an In-
crease in tax rate.

It Is more effective, since an increase in the tax rate on the present base would
become Inadequate very quickly. AdI 1nistrative costs will continue to rise with
rising wages and prices, while tax revenue on a $3,000 base will be increased only
slightly by the increases in wages. The proposed taxable wage base will for
sometime be responsive to wage Increases, and will tend to expand revenue to
keep pace with administrative costs.

It Is also more equitable because It reduces the variations between low-wage
and high-wage employers in the net Federal tax rate as a percent of total pay-
roll. The effective rate paid by low-wage employers Is higher than that paid
by high-wage employers. Consequently, on the average, employers In low-wage
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States pay relatively higher effective rates than employers in States with higher
wage levels.

TAX RATE

S. 1991 would increase the Federal tax from 3.1 percent to 3.25 percent, but
the increase of 0.15 percent is earmarked to finance the program of extended
benefits.

S. 1991 would provide no increase in the tax rate for costs of administration,
but would rely on the proposed wage base increases to produce sufficient addi-
tional revenue for the administrative costs of operating the program. Increas-
ing the base is definitely a preferable and more equitable means of increas-
ing administrative revenue than a tax rate increase.

Additional Federal revenue will be needed to finance any program of extended
benefits, whether the program is limited solely to a Federal sharing of the costs
of recession benefits, as in H.R. 15119; provides for Federal pmaynient of benefits
to qualified exhaustees at all times, as in S. 1991; provides both Federal financing
of recession benefits and Federal sharing of State benefits to the long-term un-
enimloyed, as is now proposed. The amount of revenue needed will, of course,
depend upon the type of program ultimately adopted. The recommended com-
bination program of regular and recession extended benefits and the administra-
tive costs of the employment security program could be financed by a 3.3 per-
cent tax on a $6,600 taxable wage base. The added 0.2 percent would be ear-
marked for the extended benefits programs. However, until a higher wage base
become effective, it will be necessary to earmark a portion of the tax for adminis-
trative purposes.

Title III of LI.R. 15119 provides for an increase in the Federal Tnemploymnent
Tax rate from 3.1 percent to 3.3 percent, effective January 1, 1.967. The net
Federal portion of the tax is thereby raised from 0.4 percent to 0.6 percent. The
0.6 percent net tax is earmarked with 0.1 percent to be used for financing tihe
extended unemployment compensation program provided in Title II of time bill
and 0.5 percent available for administrative expenses. These amounts should be
adequate to finance the proposed benefits and administrative costs, assuming
apl)proval of the proposed increases in the wage base.

SecretarT 1Win'rz. I wrill summarize quickly and emphasize points of
particular interest. I will start at your own point, that at no previous
times, at least in recent. years, has there been a comparable situation
economically.

lVe do face this problem now with a great advantage of facing it not
froln desperation but with the possibility of doing a very constructive
job in meeting the unemployment insurance needs at a time of what is
coinparativ ely a prosperous economy.

The CI.ImA.MAN. This is one time you might say that, we haven't got
to conduct, ourselves as though we atire a snalltown fire department
with one firetruck fighting four or five different fires, all at the same
time.

Secretary VIRTZ. That is right.
The CILAITIMAN. We can look at it and go at it in a scholarly fashion.
Secretary WVMrTZ. I have tried to think of a figure of speech that

summarizes it. I believe we are about in this situation. We are
going along real well. The question is as to the condition of our
spare tire and of the jack in the back of the car. Now, I think the
spare tire has got air in it, but there is a real question about how good a
jack we have got, if anything goes wrong. It is more of a question
than the country as a whole realizes, because what we forget is that
these unemployment figures which come out each month are average
figures, and they are averages that conceal incomparable success on
one hand and a very serious problem on the other.

Just a few statistics to put that picture in focus. We think of our-
selves, and correctly, as having the best employment picture in recent
years. It comes as something of a shock to realize that last month,
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despite the liealthy state of the economy, there were 3.9 million people
unemployed in this country.

The CIAI THAN. For them, that is a very serious matter.
Secretary lxn'rz. Sure, exceedingly serious. It is also an under-

statement of the problem in a couple of respects. The country doesn't
quite realize that these are monthly averages, and they conceal a. much
higher number of people who are,from one time to another during the
year, the vict imes of unemployment.

It. always comes as a shlok, I think, to realize that during a year
as good as last year, 1(65, there were over 14 million people who were

unemployed atone time or another. It. fluctuates; it is a different
group eacl month.

For only a small number of people now is employment in this
country a desperate situation. For a great many more it sure takes
all the cream off the bottle as far as the work year is concerned.

And so I point out that in a year as good'as last year, there were
what we call spells of unemployment for over 14 million different
people.

The averages do confuse the situation. They also do not distort
but camouflage another of the serious facts on 'it.. The employment
situation in general is very good, but for some parts of the population
it is still exceedingly bad, and I think particularly of two groups. One
is the younger worker group. We just haven't got, it licked yet, as far
as the'younger workers are concerned. This economy is turning over
so rapidly, which is all to the good, and young people are coming into
it so fast, which is all to the good, that we disregard, sometimes, the
fact of the dislocations which result with this entry into the work force.

We are still working with an unemployment rate, as far as younger
workers in this country are concerned, of from 12 to 15 I)ercent, which
is exceedingly unfortunate. It just, means that we are bruising with
frustration about one out of every seven of those who come in with
the work force, and we haven't got that problem licked yet.

We sure don't have the problem of the minority worker group licked
yet, with an unemployment rate there of over twice the white unein-
ployment rate. We have not met that problem yet. We have very
serious problems of unemployment, which remain to be met.

Another thing which is too little realized, is that the present unem-
ployment system hits as small a part of our unemployment problem
as it does. It comes as a startling fact, even to those of us who work
with it, to realize that of the 3.9 million people who were unemployed
last month, less than I in 5 of them was receiving unemployment in-
surance. So, it is less than 20 percent of the unemployed group right
now. Now a large part of that is because these are unemployed people
who have not had the connection with the work force yet, which brings
them into protection as far as the laws of the various States are
concerned.

Another large group, however, has exhausted its unemployment
benefits, which presents a very serious problem, and another substant ial
group is disqualified under the system for one reason or another.

So, we are talking about an unemployment insurance system which,
in terms of its application to the unemployed, last month represented
only about 20 percent of it.

Now, I should point out that last. month is a low month in that. re-
spect, because it is a. month of very large influx of youngsters into the
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work force, which means that the coverage is less. But it is still a
ey serious situation.

nUe other preliminary, Mr. Chairman and members of the co11mit-
tee, and then to turn to the details of what we have before us. It would
be t terribly serious mistake to underestimate the significance of the
fact that the Congress, the administration, have taken a first good look
at this legislation in the 30 years since it has been enacted. It is 30
years old now. In a good many respects it is exactly the same, in most
respects it is exactly the same as it was 30 years ago.

ihat wals a period when we were legislation from desperation in this
country, and we did a fantastically good jot of it. We didn't do so
good a job that those same principles apply now, 30 years later, when
we are moving through the sixth year of a prosperity which has been
uiinterrul)ted and which we exl)ect to continue. W e need an unem-
1)loyment insurance program i this country today to meet the re-
maining unemployment l)oblel in prosperity, not in the period of
desperation which we faced before. And so there is the need for very
real surgery as far as this legilation is concerned.

One other general point. Cou have l)efore you two pieces of legis-
lation, the one which you have referred to, II.R. 15119, and S. 1991
which is the original proposal submitted in the Senate. I should
like to be as clear and plain, and at the sane time as careful as I can,
about our view with respect lo the relationship between these two
pieces of legislation. H.R. 15119 represents, as you know, the careful
(eliberatiols of the house Ways and Means Committee with respect
to this matter. It was gone .through in very great detail. Tile result
of that proposall is in some quite material respects different from
S. 1991.

Illa good many resl)ects, Mr. Chairman and neml)ers of the coin-
ittee, we would'sul))ort, what the House committee did, and which

is reflected in H1.R. 15119. I would like to make it clear that with
coinplete resl)ect, and wanting not to be presumptuous ill ally way, we
think there are several very material points on which 1l.R. 15119
falls short of what, needs to be done after 30 years as far as this legis-
lation is concerned, and in the fuller statement there is reference to
the particular points in which those changes seem to us imiportant.

I think, Mr. Chairman and nemnbers of the committee, that there
will I)e g reit pressure on this committee to say this matter was looked
at carefully by the House Ways and Means Committee, and there was
worked out a, balanced result which shouldn't 1)e tinkered with. Mr.
Chairman and members of the committee, I would have to say to you
quito frankly, and again with full respect, that what emanated from
the house Ways and Means Conmnit.tee seems to me a great. advance,
but seems to me to fall so far short in these three or four respects
that to settle on it would be a waste of the full opportunities that come
now for fie first time after 30 years to make this change.

That point is most important in connection with the question of a
standard for the benefit levels as far as unemployment insurance is
concerned,,

The CHAIRMAN. In other words, you think that S. 1991, as intro-
duced by Senator McCarthy for himself and a number of other co.,-
sponsors, more adequately meets the problem than does the House-
passed bill, I.R. 15119.
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Secretary Wiwrz. That is correct. At the same time that, I say that,
and without qualification, I would respect some of the changes and
the basis for some of the changes that were made in the House bill.

The CHAIMMAN. You feel that H.R. 15119 is a good bill, but you
think that it would be better if you had some of tie provisions that
are also contained in S. 1991.

Secretary WIRTz. I think the good bill now, as a practical matter,
lies between the original recommendations which are reflected in S.
19917 and H.R. 15119. I could not say to you, Mr. Chairman, without
qualification or explanation, that I think I.R. 15119 is "a good bill,"
because it left out too much. I should much prefer to testify without
qualification in support of S. 1991.

I realize that that would not'be the most constructive approach
to this committee, and, therefore, I would like to present the situation
in terms of S. 11991, but recognizing those points on which H.R. 15119
reflected what I think are practical, worthwhile changes.

The CHAIRMAN. As I understand it, you would like to testify in favor
of those features of S. 1991 that the House did not see fit to go along
with.

Secretary WirRz. That is correct. The omission is most acute,
and particularly sharp in connection with the matter of the benefit
levels as far as tle amount.

The ChAIR'MAN. Do I take it that you support H.R. 15119 insofar
as it goes ?

Secretary WnRZz Let's see. We will suggest to you -
The CInTARAN.. The House bill, H.R. 15119?
Secretary WIRTZ. Yes. We will suggest to the committee two or

three or four points with respect to which we would support what
the House did, but would suggest some minor modifications. Let me
just be illustrative on it. II.R. 15119-to take not the most important
feature, but one of the cleanest cut-adds a provision for judicial
review. Now, we would support that. We would suggest to this
committee that the standard for review ought to be a somewhat dif-
ferent standard in terms of the substantial weight of the evidence,
and so on and so forth. That would be an illustration of the kind
of provision on which we would support what the House has done,
but would feel that some minor modifications are necessary.

So, in general, my answer to your question would be affirmative,
that we would support it as far as it goes, and would emphasize those
additional three or four matters with respect to which we think there
ought to be a closer a)l)roach to S. 1991.

The one on which there is the greatest significance there has to do
with this matter of the benefit levels, which is covered in my state-
ment on page 9 and the pages following. Very briefly, the ;oint on
that., Mr. Chairman and members of the committee, is this. S. 1991
makes this very simple suggestion and proposal, that an employee's
benefits when he or she is covered by unemployment insurance, shouhl
be 50 percent of that employee's earnings, or 50 percent of the average
earnings for covered employees in that State, whichever is less.

Now that seems so low a guarantee of protection that, it is a little
hard to see w%.here the objection to it comes, but I want to go into that
a little further. . 1991 suggests that that figure of 50 percent. be
increased to 60 percent after a period of experience, and then even-
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tually to 66 2., percent. The administrators of the State systems, the
so-called Interstate Conference at t meeting last January adopted a
position in support of the 50 percent standard. InI the Ilouse bill
this standard is eliminate coml)letely. The result of that is to permit
continuation of the )resent situation which is that in a good many
States today, it covered employee gets less than 50 percent of the aver-
age weekly wage as far as the State is concerned, and that means less
than 50 percent of his own average wages.

I can't express too strongly the view that without the establishment
of it standard covering thiis point, this op)portunity-the first real
op)ortunity for review in 30 years-will have been lost, and would
urge this just as strongly as I possibly can.

Now with respect to three other matters, we would urge as strongly
as possible the-

The CmIAMw1fAN. Mr. Secretary, as I understand it, there have been
some suggestions of something slightly less than what you advocate.
For examl)le, hasn't some employer group suggested that in your 50
l)crcent figure you are averaging in a considerable munber of i gh
wage people, Iith the working people for whom the program is dle-
signeld, that you are averaging in a lot of white-collar people with a
lot of blue-collar people and that the 50 percent figure ought to relate
more to the blue-collar wage than the white-collar wage. Are you
familiar with the suggestions tlhat have been made along that line?

Secretary WITz. I am.
The (01 Aii tAN. I don't recall precisely where it is, but I heard it..
Secretary WIRTZ. That is true, Mr. Chairman.
The CIAIIIMAN. How high do you go with your insurance in this

bill, to what figure?
Secretary WIRTz. You mean what would be the highest State aver-

age level?
The C1,MINA,. Yes.
Secretary Wi'irz. We will su)ply that. I will try to get it. (See

p. 38.)
The C11,1UMAnIM . If you would give us that alternate suggestion.
Secretary W'rz. Sure.
Tihe CHAIR-MAN. As you understand it, that would clear it up for

me, because I don't recll precisely what, it was, but it did have some
logic to it.. I am not saying I agree with it, but I have heard it.

Secretary W"uIITZ. I understandl. We will have that, Mr. Chairman.
(The following information was received from the Department

of Labor:)
As I understand the argument, it is that the formula which would be used

to stali)lil ) tue niaixinautI ieniefit amount under 8. 19) 1 includes the wages of
high-laid executives iII the compiltatoi of the State average wage and there-
fore would result in too high a maximum. The formula would, however, also
include the wages for casual and part-time Jobs. The high- and low-paid Jobs
tend to offset each other's effect on the average wage. In 16 States which now
relate the maximum weekly benefit to statewide average wages., essentially this
same formula Is used to compute average wages. The method utilities Informa-
tion currently available from required reports.

The CHAIRMAN. But, as I understand it, is this l)roposal of yours
that you take the lower of the two figures, that a man's unemployment
coi1 )ensationi should not exceed 50 percent of what his average wage
has ieen, and it should not exceed 50 percent of the average wage in
the State?
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Secretary WIRTz. That is right. Just to be specific about. it, sup-
pose he is making-

The CnIRu.3iAx. He gets the lower of the two.
Secretary WIRTZ. The lower of the two.
The CHAIRMAN. Yes.
Secretary WrRTz. Suppose he has been making $130 a week, and

suppose the State average is $110 a week. In that case, the guarantee
to him would be the $55 a week. He would not get even half of his
own rate.

The CHAIRMAN. Yes.
Secretary WIRTZ. He would get only half of whatever his own rate

was or whatever the average rate was, but whichever is lower.
The CHAIRMAN. Yes.
Secretary WIRTZ. The provision has been attacked sometimes on

the ground that it gives somebody more than 50 percent of his own
wage rate. That is not true. If you take another man on the figures
I have given who has been making $90 a week, his guaranteed amount
would be the $45.

The CHAIRMAN. Senator Morton.
Senator MORTON. That was the point I wanted to bring out.
Secretary WiRTz. Yes; there has been a lot of misunderstanding

about that and sometimes we resent it a little bit that it has been
left out. We do not propose that everybody get 50 percent of the
statewide average. Fifty percent of his own earnings or of the
State average, whichever is the less.

Senator MORTON. That is the point I wanted to bring out.
Secretary WIRTZ. In response to your question, Mr. Chairman, I

do have now these average weekly covered wages to give you the
range of those.

There are two that stand out substantially above all the others,
and again the criticism of the bill has been in terms of those. Alaska
has an average weekly covered wage for 1965 of $170.86. The next
highest is Michigan with $133.80. Then they drop down to a cluster
of rates which are between $120 to $125. That includes California,
Delaware, Illinois, Nevada and New Jersey and New York are very
close to that, they are over $119, Ohio.

So, in general, in answer to your question, what this would do
would be if you set aside the one which is $40 above any others, it
would take an average which in Michigan is $133 and which in this
other group of States is between $100 and $125.

The other point to which we direct particular attention in the
comparison of S. 1991 to H.R. 15119 is concerned, is in connection
with the wage base to be taxed. In 1939 the Congress established a
base for the unemployment tax in terms of $3,000 of thd' Wages to an
individual. That figure has stayed the same, Mr. Chairman and mem-
bers of the committee, since 1939. There has been no change in the
base in the last 26 years, and this means that any employee's earning
above the $3 000 is not subject to this tax at all.

Senator bouGLAs. Mr. Secretary, isn't it true that the average
weekly earnings in manufacturing now are something like $110 a
week

Secretary WIRTZ. That is correct.
Senator DOUGLAS. So that on a 52-week basis, that would be around

$5,700 a year.
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Secretar WIRTZ. That is correct.
Senator Douoi,%s. So you would have $2,700 a year uncovered; isn't

that right?
Secretary WIRTZ. That is right. What this means, of course, is that

the burden of this tax falls much more heavily on the low wage em-
ployers than it does on the higher wage employers. It just leaves out
everything above the $3,000. I don t believe anybody defends that
situation.

In H.R. 15119 the House Ways and Means Committee raised that to
$3,900 with a provision for its being subsequently raised to $4,200.

The CIIAIRMAN. What are you recommending?
Secretary WIRTZ. Our testimony would be in support of the original

figure which would be in S. 1991, which would be to $6,600. We realize
the pragmatic situation involved here, and on page 16 of my testimony
we have requested particularly the suggestion that this committee con-
sider an initial increase to not less than the amount of $4,500, and
preferably the $5,600 recommended in S. 1991.

Tie CTAIRMAN. I am sort of a tax simplification man myself, Mr.
Secretary. Why don't we just put it on the same figure as social
security. Have you thought about that?

Secretary WIRTZ. That would be very satisfactory from our stand-
point and that is where the $6,600 recommendation comes from.

Tie CHAIRMAN. From the point of view of tile employer it would be
well if we tried to get our tax structure such that ie could just lay out
a slide rule across his payroll and say, "Here is what I owe," and that
would be it.

Secretary 'WIRTZ. This would appeal to me greatly, Mr. Chairman.
It will be pressed strongly that tie purpose of -,,ie social security
provisions is different from this, and I am willing to respect that differ-
ence. From the point of simplicity it would seem to me a good one.

Beyond that, just a point of plain equity in supporting this, I don't
see any reason why the unemployment insurance tax should not be on
a base which is substantially in line with the general situation, in sup-
port of Senator Douglas' point and the one you have j list made. So
that my testimony would be in support of the broader amount. Now,
if that is done, I should point out to this committee that a question will
arise as to the propriety of the increase in the tax rate proposed by the
House and tie application of the tax rate adopted by tie House to
the tax base w hich we are talking about here.

Tle ChAIRMAN. In other words, you are suggesting that if we would
go for a higher figure on the base, then we ought to have a lower rate.

Secretary WIRTZ. That is correct.
The CHAIRMAN. Senator Morton.
Senator MORTON. Before you get away from your 1939 comparison,

you said that this $3 000 was set in 1939, and in response to Senator
Douglas you pointed out today's wage rate, factory wage rate, is
around $110 a week?

Secretary WIRTZ. That is right.
Senator MORTON. Now, what was the factory wage in 1939?
Secretary WIRTZ. I will have to check on that, but I think I know

what you are driving at. In 1939 the $3,000 covered 98 percent of
all wages in covered employment as of that time, and today that
figure is down around 50 percent.

67-992---66--4
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Do we have the figure in direct answer to the question?
Mr. NORWOOD. About $25.
Secretary WIRTZ. About $25 at that time.
Senator MORTON. I think that should be made a part of the record

at this point.
Secretary WIRTZ. All right, sir.
Senator MORTON. Because I think it is significant.
Secretary WIRTZ. It is.
Senator MORTON. If the Congress in its wisdom, or lack of wisdom,

in 1939 set a figure of $3,000 with the factory wage at $25 a week,
I think if we realistically approach this, we must recognize the fact
that the factory wage rate has more than quadrupled.

Secretry WIRTz. That is right.
Senator MowrroN,. In the ensuing years.
Secretary WIRTZ. It would take a wage base today. Senator, higher

than $6,600 to have the same effect which the $3,000 had in 1939.
Senator WILLIA31S. What tax rate arc you recommending in relation

to the different figures?
Secretary WIRTz. I beg your pardon, sir.
Senator WILLIAMS. What tax base rates are you recommending in

relation to the different amounts?
Secretary WIRTZ. That depends on another point which I am

coming to; namely, whatever provision is made for extended benefits.
The recommendation of the administration reflected in S. 1991 is that
with the addition of the extended benefits included there, there be 0.15
l)ercent added to the present rate. The present rate is 3.1, of which
2.7 goes for benefits and 0.4 goes for administration. S. 1991 rec-
ommends an additional 0.15 in the tax rate for the extended benefits
and matching grants provisions, and another 0.15 percent from general
funds to support these provisions.

I can, I think, answer your question in its intended form in terms
of the administrative costs which are involved, which presently
amount to 0.4 percent. We would recommend that on the larger base,
that administrative cost figure not be raised.

In other words, the 0.4 percent on the larger base would cover the
increased administrative costs. The answer to your question gets
necessarily complicated when we go into the additional question of
what extended benefits provision is involved.

Senator WILLIAMS. The present rate is 3.1 percent overall.
Secretar-y WIrz. Yes, that is correct.
Senator WILLIAMS. And on $3,000.
Secretary WIRTZ. That is correct.
Senator WILLIAMS. And you are recommending 4.6 on $6,600.
Secretary WIRTZ. No. I got my points mixed up. It is 3.1 of

which 0.4, or four-tenths of it-
Senator WILLIAMS. I understand that.
Secretary WIRTZ. 0.4 percent is for administration, and we would

recommend that as far as administration, administrative costs are
concerned, there be no change.

Senator WILLIAMS. I understand that. I understand that the 3.1,
you are proposing to add to that another 1.5 on top.

Secretary WIRTZ. That is in connection with the-
Senator MICCARTHY. 0.15.
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Secretary WIRTZ. 0.15, I beg your pardon.
Senator MCCARTHY. Not 1.5, but 0.15.
Secretary Wxwrz. Yes; so it becomes 3.25.
Senator WILLIAMS. I understand.
Secretary WIRTZ. I should make clear, Senator, that 2.7, which is

for benefits, is, of course, subject to the experience rating provisions,
so that in a good mauly cases, in most cases that full amount is not
paid.

Senator WILLIAM3S. I was mixed up. I thought you meant 1.5.
Secretary WITZ. I think I probably misspoke.
Senator DOUGLAS. Mr. Chairman, that is precisely the point I

wanted to raise. Under the so-called merit rating provisions, a large
portion of this money is refunded, is it not?

Secretary WIRTz. That is correct.
Senator DOuGLAS. Could you make a statement as to what propor-

tion of the 3.1 percent is refunded to the employers?
Secretary WIRTZ. It isa little under 1 percent.
Mr. NORiWOOD. For 1966 the average tax paid on taxable payroll is

2 percent.
Senator DOUGLAS. I didn't get that.
Secretary Wiwiz. The answer to your question, Senator, would be

about 2 percent instead of 2.7 percent.
Senator DOUGLAS. No, that isn't quite it. I want the record to be

clear on this point. How much are the refunds for failure to collect
the maximum tax because of alleged favorable unemployment ex-
perience?

Secretary WIRTZ. Almost 1 percent of taxable wages.
Senator TDOuTLAS. One percent.
Secretary WIRTz. Yes, sir.
Senator 'DoTVGIAS. So that in practice the tax is only 2 percent, not

3.1 percent.
Secretary WwRz. It would be more than that. It would be 2 per-

cent of taxable wages which is paid for the benefits. Everybody has to
pay the 0.4 percent, so it would be the 0.4, and then 2 percent in addi-
tion to that.. But in terms of total wages, it is less than 1.4 percent.

Senator DOUGLAS. So that the real cost is only 1.4 percent?
Secretary WIRTZ. That is correct-i.4 percent of total wages in cov-

ered employment.
Senator POUGrAs. Incidentally, I think your administrative costs of

0.4 percent on the basis of benefits paid is higfh. On the basis of pay-
roll it is low, but on the basis of benefits paid it is high, because you
will see that it is almost 30 percent of 'benefits paid, but that is another
matter.

Secretary WIRTZ. I wonder if I made it clear that from that 0.4 we
cover not only the administrative costs in unemployment insurance
but also the frill employment service.

Senator DoUGIAs. The costs of the employment service?
Secretary WiRTz. That is right.
Senator DouGLAs. Are charged against this?
Secretary WTz. It is all included in that.
Senator DorTOrAS. You don't segregate the costs?
Secretary WTRTZ. We can identify them separately. Just on a rule-

of-thumb basis, it is about half and half.



42 UNEMPLOYMENT INSURANCE AMENDMENTS OF 1966

Senator DOueLAS. But I think it is significant that in practice, due
to the merit rating system so-called, that the actual payments are only
1.4 percent, not 3.1.

Secretary WIRTZ. Yes, but the 1.4 percent is related to total wages
and the 3.1 percent to taxable wages. If the 1.4 percent is converted
to taxable wages, it amounts to 2.4 percent.

Senator DOUGLAs. And I think that should be put in the record.
The CHAIRMAN'. Mr. Secretary, I have been looking at your state-

ment here, and I think it would be best for you to read it. Otherwise,
many of us are not going to fully understand your argument and why
you think these various amendments should be agreed to.

I suggest that you read tlis to us, and that we withhold our ques-
tions until you do. If there is any objection to that, why, of course,
I will not proceed that way, but I think that we will understand what
your recommendations are a lot better if you go ahead and present your
prepared statement rather than summarize it. I had thought that it
would expedite matters if you summarized it, but I think that I would
he better informed and so would other members if you just went ahead
and read it to us.

Secretary WIRTZ. All right. Mr. Chairman and members of the
committee, too many times. a Secretary of Labor has had to appear
before this committee to discuss unemployment insurance in a setting
of widespread unemployment. Today's picture is of a generally pros-
perous economy.

In June total employment stood at 75.7 million, an increase of 2
million from a year earlier. On a seasonally adjusted basis, the un-
employment rate has been 4 percent or below since February, lower
than during any period since early 1957.

There are two proposals before this committee for consideration to-
day relating to this Nation's unemployment insurance system-S. 1991,
the administration bill, and H.R. 15119, the House-passed bill. As
you know, H.R. 15119 was developed by the House Ways and Means
Committee after lengthy public hearings and committee consideration
in executive sessions.

We recognize that changes have taken place since May 1965, when
S. 1991 was introduced. The economy has continued to improve.
There has been a reduction in long-term unemployment of experienced
workers, and there has been an opportunity to develop alternatives to
meet the goals. With this in mind, I will review both H.R. 15119 and
S. 1991 and suggest what we consider to be the best legislation in terms
of program goals and needs.

Even a 4-percent unemployment rate, in a country like ours, repre-
sents a lot of people. In June, there were a million adult men and
slightly less than a million adult women looking for jobs. It is for
people like these, and for the families they support, that our unem-
ployment insurance system is designed. Even at our low levels of
insured unemployment,--the lowest since World War II-there have
been more than 3 million different people so far this year that have
filed for unemployment insurance.

Obscured by the national average and concealed by the gross statis-
tics, are the much larger numbers oi people affected by the continuous
movements taking place in the job market. In 1965, for example,
there were, on the average, 76 million people in the labor force---72
million employed and 3.5 million unemployed. But during the year-
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90 million different individuals are estimated to have been in
the work force at some time;

87 million diffe-ent individuals are estimated to have held jobs;
14.1 million are estimated to have experienced some unemploy-

ment;
7.5 million filed claims for unemployment insurance;
6.1 million qualified for unemployment insurance benefits;
5 million were unemployed long enough to receive unemploy-

ment benefits;
1.1 million were unemployed long enough to draw all the bene-

fits available to them; and
0.5 mil' in exhausted 26 weeks or more.

Figures for 1966 are, of course, not yet available, but they will
show a similar pattern.

Thus, the general level of unemployment must be distinguished from
the displacement of particular workers at particular times and places.
In 1965 the unemployment rate ranged-

From 2.3 percent to 7.8 percent by State;
From 1.7 percent to 8.1 percent by major labor areas;
From 0.4 percent to 8.4 percent by broad occupational groups;
From 1.9 percent to 9.0 percent by broad industry groups;
From 2.5 percent to 15.7 percent by age; and
From 4.1 percent to 8.3 percent by race.

The National Committee on Technology, Automation, and Eco-
nomic Progress stated that "Constant displacement is the price of a
dynamic economy. History suggests that it is a price worth paying.
But the accompanying burdens- and benefits should be distributed
fairly." That seems right to me. And I suggest that one of the most
effective ways to assure the fair distribution of the burdens is through
the strengthening of our present Federal-State unemployment insur-
ance system.

Unemployment insurance is an important aspect of manpower
policy. In our present-day economy over 80 percent of the Nation's
total labor force make their living through working for others-in
contrast to earlier periods in our history when the majority of people
worked on' the land, or were otherwise "working for themselves" in
self-owned-or family owned-professional, business, and service
activities.

Today wage earning is the center of economic life. Preparing for
a job, getting, holding, and separating from a job, having income
between jobs and finding another to replace the lost one are crucial
for large numbers of workers.

Unemployment insurance is designed to make up the worker's wage
loss in a way which helps him to meet his economic and social needs
with dignity and without loss of self-respect. The payment is a pre-
dictable, objectively determined cash payment related to his custo-
mary earnings but unrelated to his wealth or his "need" and received
as a matter of insured rialht deriving from his status-both past and
present-as an active member of the labor force.

The value of our unemployment insurance system has been amply
proven during its 30 years of existence. Its basic goals remain es-
sentially unchanged. Its purpose is to provide--

Partial replacement of wages lost by reason of lack of work;
In a way that preserves dignity;
But does not put a premium on idleness.
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The system is designed to protect, insofar as possible, all who work
for wages; to assure most workers a stipulated fraction of their own
usual wages for the period of their unemployment due to economic
causes; but to provide no payment for l)eriods when individuals are
not clearly in the labor force.

By providing wage replacement for the individual unemployed
worker, it helps maintain purclasing power, prevents the dispersal of
an employer's workers during 1)erio(ls of brief interruption of work.
It helps to conserve workers' skills and preserve labor standards by
making it unnecessary for the worker to accept, l)ecause of economic
desperation, the first available jol) regardless of suitability.

The costs of the system, both State and Federal, amount to some-
what less than 1% cents per payroll dollar; the entire Federal and
State cost for a system containing all the improvements included in
the administration's original recommendations would be less than 2
cents per payroll dollar.

It is not my intention to urge the enactment of S. 1991 as a, total sub-
stitute for H.R. 15119. H.R. 15119 recognizes some of the deficiencies
in our present system, introduces some significant forward steps, and
provides for improvements in the system which are in the right direc-
tion. But H.R. 15119 falls short of meeting the basic goals of the sys-
tein in four important areas:

It fails to provide the benefit requirements l)roposed by S. 1991;
Its extended benefits program fails to provide needed protection for

the long-term unemployed in periods other than State or National re-
cessions;

Its increases in the taxable wage base are inadequate; and
Its coverage provisions warrant further consideration.
In its coverage of employees of nonprofit and State hospitals and

educational institutions, H.R. 15119 has )roken new ground and in-
troduced new concepts for which we owe a great deal to Iouse Ways
and Means Committee.

The House acted to extend coverage to an additional 3.5 million
workers. That compares, Mr. Chairman and members of the comm it-
tee, with a figure of about 4.6 as far as S. 1991 is concerned. The House
bill coverage would be distributed by categories as follows:

[In millions] Number of
Coverage provision workers

Employers of 1 or more in 20 weeks or wages paid of $1,500 or more in a
calendar quarter -------------------------------------------------- 1.2

Definition of agricultural labor (add some agricultural processing workers) -
Definition of employee (add some agent drivers and commission salesmen)__ .2
Nonprofit organizations -----------------------------------------------. 1.4
State hospitals and colleges -------------------------------------- . 5

Total --------------------------------------------- 3.5

I recommend broader coverage than that provided in H.R. 15119 so
far as the "size of firm" is concerned. That is the first category in that
listing. The feasibility of the S. 1991 provision for covering em-
ployers of one or more at any time has been amply demonstrated by
experience under OASDI and under unemployment compensation
laws of States, of varying sizes and industrial composition.

The Interstate Conference of Employment Security Agencies recom-
mended coverage of employers of one or more if the employer had at.
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least a $300 payroll in a quarter. This payroll limit represents the
highest quarterly limit used now by States which determine coverage
sorely by size of quarterly payroll. I recommend 'it strongly for your
consideration. I also recommend advancing the effective date of this
coverage to January 1,1968.

Incidentally at this point, Mr. Chairman, there will be introduced
into this record a poll subsequently taken of the State administrators
in terms of their position on-H.R. 15119. I would hope very much to
have an opportunity to comment on that poll, if it is introduced in
the record. I want to make it very clear that in January, at Phoenix,
Ariz., there was a deliberation on these key points by the State ad-
ministrators and a position arrived at with respect to this point, on
coverage of small firms as well as to the requirements for certain bene-
fit levels. Now the basis on which there was subsequently a circular-
ization was in terms of a single choice of favoring or opposing H.R.
15119

The CHAIRMAN. That poll is in the House hearings. Why don't
you go ahead and comment on it now.

Secretary WIRTZ. No, this is a new one, and that is the reason I
bring it up here. The poll that was in the House hearings of March
1966 represents the very extensive deliberations of the Interstate Con-
ference in Phoenix, for which we express a very thorough respect.
Now, there has been subsequently a polling which has been )resented
to the State administrators, solely in terms of one issue, whether they
do or do not support II.R. 15119. I call to the attention of the comi-
inittee the desirability of their being on guard against that poll, and of
not letting it confuse the earlier poll to which you just referred. The
Phoenix meeting positions reflect, a deliberation for which we have
great respect, although we disagree on some points. As I say, it is
a sul)sequent polling to which I refer.

The CHAIRAN. You had better make some reference to it, because
I would rather have you say it now than bring you back, Mr. Secretary.

Secretary WIRTZ. All right, sir. I will identify it in terms of a
memorandum which has been distributed to all State administrators
under date of July 12, by G. A. Foster, executive secretary of the
Interstate Conference, "Results of a Poll on I.R. 15119, Ulnelnploy-
ment Insurance Amendments of 1966," and ask that it be added to
the record with this point in mind only, that it. be made very clear that
this memorandum is the result of a polling which was taken solely in
terms of whether there was or was not support for H.R. 15119. It
should not be confused with the position of the State administrators
to which you have just referred, an earlier deliberation which, among
other things, supported the 50 percent level as far as the State benefits
are concerned.
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(The poll referred to above by Secretary Wirtz follows:)

INTERSTATE CONFERENCE OF EMPI.OY MENT 8muSEURirT AuENCIES

Memorandum to: All State Administrators.
From: G. A. Foster, Executive Secretary.
Subject: Results of Poll on II.R. 15119, Unemployment Insurance Amendments of

106.
On June 30, 1966, the State agencies were polled to ietermlne whether or not

they favored the enactment of II.R. 15111). Unemployment Insurance Amend-
ments of 196 , as passed by the House of Representatives. The results of the
poll are its follows:

Number of State Porcent of total Percent of total
agonclse covered workers covered employers

In favor ...........------------------------- 41 60 77
Not in favor---------- ..................... 0 0 0
Not voting ---------------------------------- 11 31 23

Total --------------------------------- 52 100 100

Of the 41 State agencies voting In favor of the ena(.tment of 11.11. 15119. as
approved by the House, three State agencies qualified their vote In the follow-
Ing manner :

State 1: "My vote is qualified to the extent that I favor the II.R. 15119
only because it is the only legislation before Congress at this point. If
atnendments to 11.R. 15119 are offered III the Senate, tile Conference posi-
tion should be as decided at our Phoenix meeting."

This State represents 9.8% of the total covered workers and 13.4% of the
total covered employers.

State 2 : "Does not go far enough to make it a really good bill."
This State represents 0.4% of the total covered workers and 0.5% of the

total covered employers.
State 3: "It is better than no bill at all."
This State represents 0.2% of the total covered workers and 0.24% of tie

total covered employers.
Data used In the above calculations on covered workers and covered employers

were taken from reports for the fourth quarter of calendar year I Z.
Thank you for your promptness Inl responding to the poll.

Secretary WrITZ. I only point out and introduce it for that purpose,
to point out that the second polling should not dilute the results of the
deliberations of the State administrators as reflected in their Phoenix
I meeting.

The other coverage change that I would recommend is with respect
to farmworkers. While everyone generally agrees that farmworkers
have a real need for unemployment insurance protection, in the past
it has been difficult to work out a proposal that was administratively
feasible. We0 have continued to study this problem, since the House
deliberations, and we believe we have a, proposal that would provide
soni Ieaningfill protect ion to the faruworker, and would at, the same
tiine meet some of the o1)jections of earlier proposals. Under this
alternative, coverage wou|l be extended to farmers who rel)ort at least
50 workers for OASI)L purposes but only for those workers who had
wages of at least $300 in a calendar quarter.

It is a little comlicated, but it p)i(ks up your earlier suggest ion, we
take lio coverage in terms of OASI)I, anl as sinllply as l)Osihle say
that the uneml)olymtellt insrll-allce would extend to those farm em-
p)Oyers wh) hayehi) covered workces for (ASl)I (liring th( year, ,nid
apl;ly it to these employees who had $300 of income during a l)art ictilar
quarter.
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Senator CtTIrs. iHow does that compare with the House-passed bill ?
Secretary jVirrz. The House eliminated any coverage of the agri-

cultural workers, eliminated it completely. There was consideration
t here of a variety of possibilities.

It came up at the same time, Senator, that, the House was considering
the extension of coverage under the minimum wage law. It was a
somewhat cluttered up period, but I don't mean to clutter up the
answer. I.R. 15119 excludes any coverage as far as this group is
(0O1 (,rnled.

Senator MoRToN. On page 6, Mr. Secretary, you say 0.2 million
111ne into the program under the Hfouse bill because of the redefinition
of agriculture.

SereItary WVnRz. That is right, yes. That gets exceedingly refined,
and I had letter turn that over to somebody else. It includes the
agricultural processing workers. It includes some redefinitions in
terms of what is the work done on the farm and work not done on the
farm, sian(llards of that kind.

One illustration sticks in my mind. Senalor. There would )e the
matter of a. mushroom grower, and whether that mushroom growing.
when it, is done in caves or on the farm, is or is not covered. It is that
kind of change. So there was no extension of coverage except-

Senator MoiRmox. You mean, it is aged in the dark.
Secretary Wu'rz. '[hat is the kind of problem.
TI.R. 15119 also provides, as does the administrat ion bill, a program

to protect tie long-term unemployed. IhR. 15119, however, would
provide exten(led unemployment coml)ensat ion only during periods of
iigh unemployment which would be triggered on a State or National
basis.

S. 1991 proposes to assure all workers with substantial employment
protection against long-term unemployment whether or not it occurred
during periods of high unemnl)loymnent. A triggered program is in-
adequate. It does not, for example, meet the unemployment problems
created by mass lyoffs, as in the case of the Studebaker plant shut-
down, or the Repubilic Aviation plant shutdown in Long Island, or the
Douglas Skybolt shutdown in Los Angeles, Calif. These layoffs, al-
though significant, would not have affected the rate of unemployment
in th() whole State sufficiently to cause the trigger to operate.

We believe the extended'benefit, program in S. 1991 has much to
commend it. It. is not, the only way to deal with the problem, however,
and I suggest that a combination program of Federal and State bene-
fits be provided as follows:

1. As an inducement to States to provi(le regular l)enefits beyond
06 weeks for the long-term unemployed there would l)e. Federal shar-
ing on a 50-50 br,sis of any such State )enefits between 27 and 39 weeks
in a benefit year. The provision of such benefits would be optional with
the State.

2). A fully federally financed program of triggered benefits equal to
tie lesser of "i0 percent of regular State benefits or 13 times the regular
weekly benefit amount. 'rie triggers, both nationally and State, would
be those ill M.R. 15119.

I am stire, Mr. Chairman and members of the committee, you will
want to (!onto back to this, but, what it does in effect is propose a pro-
vision for extended leneit.s which lies in between the original proposal
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in S. 1991, and the triggered approach which was worked out in the
House bill. That proposal is (described moro fully ill an attached
statement which I have submitted with the testimony.

This coml)iltion approach should serve as an incentive to the States
to provide protection beyond 26 weeks. The States have already ex-
pressed their concern in this area. Ten States now provide a duration
of remilar benefits for some claimants beyond 26 weeks. The l)rovision
for siaring the cost of benefits beyond 206 weeks would recognize the
fact that tie normal limit of exclusive State responsibility for unem-
ployment is 26 weeks. The further provision for full Federal ftinac-
ing of extended benetits on a triggered basis would recognize that dur-
ing periods of high unemployment, whether within the State or
natiolly, the causes are not Confliied to (ouiditions inside the. State
and there is a. national interest. allecting the general econloniy which
becomes an appropriated Federal resl)onsibhilit y.

I III-e that this Committee give the most serious consideration to
retaining the benefit requirements proposed by the administration's
bill. These relate to the primary factors determining the adequacy of
protection-the weekly benefit amount and tile duration of benefits.
In this (lay of a highly mobile work force and interrelated State econ-
omies, the wide variation and the general inadequacy in State law
benefit provisions constitute the greatest single area of deficiency in
the present system.

S. 1991 req aires a State to pay a worker at least, 50 percent of his
average wveeky wage limited, however, by a maximum. The maximum
wouhf increase from 50 percent of the statewide average weekly wage
to 60 percent of such wage and finally to 66% percent.

I want to be sure there is no misunderstanding of this. Stating it
ill what are l)erhal)s the simplest terms, it. would l)rovide at. the, outset
as long as the 50-percent statewide weekly wage limit was in effect,
that a worker get 50 percent of his earnings, or 50 percent of the aver-
age for the State, whichever is lower. Then subsequently it, would be
50 percent of his earnings or 60 percent of the State average, which-
ever is lower. It would in no event, ever be more than 50 1)ercent. of
his own earnings, and the other would change from 50 to 60, and 6(;
percent. I should make it clear on that, the Interstate Conference
sup)l)orted tile recommendation at 50 percent of the average for the
State, but did not su)port the administration proposal for the 60 and
the ((21 percent.

The CLm NYAN. Mr. Secretary, the point is made here that what
this does is to help the higher paid employee--it, really doesn't do any-
thing for the lower paid employees, is that correct.?

Secretary W VI'rz. It (lel)en(ls on how low you. go. Some of theseState limits arc presently so low that they give even what I would

think of as a low-paid employee less than 50 percent of his earnings.
The ('1 1umUMA,\N. It. occurs to 1nc that for these )eoh)le making just a

uminimn wage, that, it. Might be better to give them 60 percent rather
than 50 percent. Does that not work that in some eases of low-paid
employees, making $1 an hour or $1.35 an'hour, or $1.60 that this
bill woulmt (tot1any good for them at all ?

Seretar rvrrz. ()h, yes; that is correct. There are a great many
of them tha1t it. would 1not (10 any good.

The ('IrAumit,\. That (loesnt, appeal to Ine the least, bit, Mr. Secre-
tary, '(o (to it, that way. It seems to me if you want, to help some guy,
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'ou should help the fellow who needs it the most. There is one fellow
Who makes $50(0 it nolit h and has some resources to tide him ovIer, and
tm, lfelow who is making $10, i nioiith and has nothing, or very lit-
tle, to hold hide( andi hair together, it seems to me that you would (to
better to (1o something for imn, too, if we are going to pass that bill.
You wouldn't object to it if we (to something for that fellow, wouldyou ?Secretary WIITZ. No, sir: I would support it very strongly. There
should be no misunderstanding about it. The proposal means that if
somebody is oniy making $70 a week currently, he would get only $35,
which is half of his wage, which is awfully low. Now we are going to
come to a )ilit which is related to this. There is also this question
of how long lie gets it, and under some of the present State laws, the
duration period is might-y short. But I don't meaii to clutter this up.
M[y answer to your question is that we will support it 100 percent, if
there is a disposition to increase the percentage of his own earnings
which at low-wage earner gets. We would support, it witliout qualifica-
tion.

The CIAnu,%A-N. My reaction, Mr. Secretary, is that I know of a man,
for example, who works for me. We are very happy to have him but
h, doesn't make niu1('h; it, is just domestic. help, lie is a yardman, but
lie has got about nine little children, and if we are going to pass a
bill to help the guy who is making $500 a month, I would like to do
something for that yardman, too. Not that I am planning to fire
him. 1 am l)aning to keep him.

Senator MORTON. What is his name? I might try to hire him off
of you.

senator WmLLIAINS. I might suggest that the man is interested in
his pay today rather than his unemployment, so maybe if you raise
his wages, that will t ake care of it.

The Ci ,mA A. WVell, I will go for that, too.
Secretary WImurz. The figure on this, Mr. Chairman, even )efore

we come to that problem, today 59 percent of the men and 14 percent
of the women don't get half of their own wage. Now, this is an addi-
tional prol)lem to the one you are talking about, which is that these
lower )aid people, even if they get half of their own wages, are way
below subsistence standards.

Senator WIrLL.MxS. In connection with that, would you furnish to
the committee what your recommendations are and what the additional
costs would be if we accept your recommendations, because if you raise
that 50 percent, it would change the cost factor.

Secretary Wmrrz. TIhe 50 of the individual's own earnings?
Senator Wir,LLs. Yes. I understood you to say you wouldn't

mind seeing it raised.
Secretary W rurrz. We could supply figures which would show the

additional cost of more than 50 percent of the individual's own rate,
as far as the lower wage employees are concerned, and will do so.
(See ). 61.)

The requirements in S. 1991 would meet one of the stated goals of
tlie program, to )rovide the great majority of covered workers with a
benefit, of at least half their average weekly wage.

Generally speaking, there is no (isagree'lent with this stated goal,
hlt the existing statutory maximum weekly benefit amount is so low
in most States that the goal cannot be reached.
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In oly one-third of the States can a worker earning the State av-
erage weekly wage receive a benefit of at least 50 percent of that wage.
In another one-third of the States such workers receive a benefit of
from 40 to 49 percent, and in the remaining third they receive less
than 40 percent.

States have been amending their laws to increase benefit amounts,
but maximum weekly benefit amounts have not kept pace with the
increasing level of wages. All too often, a worker earning only $80
a week received less than one-half of his weekly wage when unem-
ployed. That is a compounding, even, of the difficulty to which you
referred, Mr. Chairman. Even a person earning as low as $80 a
week doesn't get half of his own rate because the maximum benefit
for the State is less than $40. At the present time, there are only 19
States where the maximum is at least one-half of statewide average
wages.

In the States in which the maximum is below 40 percent of the state-
wide average weekly wage, less than one-half of all claimants-and
less than one-third of the men-receive 50 percent of their own weekly
wage. Even in the States in which the maximum is 50 percent of the
statewide average wage, about half the men are cut off by
the maximum.

The Interstate Conference of State Employment Security agencies
at its Phoenix meeting this spring took a position in favor of the
weekly benefit amount requirement in S. 1991 except that it would pro-
vide a maximum of only 50 percent of statewide weekly wages.

While this recognition of the desirability of a Federal requirement
is highly significant, we believe the 50-percent maximum is inadequate.
As I have just pointed out, in those States in which the maximum is
50 percent, about half the men are prevented from getting 50 percent
of their wage in benefits by the maximum. If the maximum were 662
percent-about 15 percent of claimants would be cut off by the maxi-
mum and only about 25 percent of the men. Increasing the maximum
in three stages is, we believe, a realistic way to meet the goal, and that
is what S. 1991 would do.
S. 1991 also provides that eligible workers who meet the require-

ment of 20 weeks of base-period employment-or its equivalent--must
be entitled to receive at least 26 weeks of benefits if they remain unem-
ployed that long. If the State permits workers to qualify for bene-
fits with fewer than 20 weeks of work, the duration of benefits for
such workers can be shorter.

We believe that benefits should be payable for a sufficient length
of time so that a high porportion of workers will be protected for the
full duration of their unemployment during a year. The adminis-
tration's proposed standard should achieve this.

Moreover, without a duration requirement, there are apt to be pres-
sures within a State by those who wish to keep benefit costs down, to
meet the weekly benefit amount requirement at the expense of reduced
duration.

Unlike 11.R. 15119, S. 1991 provides that no more than 20 weeks in
a 1-year base period-or its equivalent-may be required of a worker
to qualify for benefits, but does not require States to exclude from
benefits workers who have less than 20 Weeks of employment or its
equivalent. It merely permits shorter benefit periods.
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While in general State qualifying requirements are no greater than
that proposedd by S. 1991, there has been a tendency over the years to
balance increased benefits by raising minimum qualifying rejuire-
ments. The requirement provided by S. 1991 may be expected in in-
fluence States with very low qualifying requirements to provide more
adequate tests of labor force attachment, while at the same time pro-
tecting workers from unreasonably high requirements.

The short of this, Mr. Chairman and members of the committee, is
to put in a guarantee of a benefit level without putting in a standard,
or I should say, a guarantee of duration of benefits would expose the
situation to the possibility that the States would stay at the benefit
level provided, but would shorten the duration, which would defeat
the purpose of the benefit level. That is the point of what I am
talking about here.

Under S. 1991 employers in States which do not meet the benefit
requirements I have discussed will not lose all tax credit. Instead.
their credit will be limited to the actual average cost to the State ol
the benefits being provided under State law. A State could not get
tax credit for its employers by providing inadequate benefits to its
unemployed workers.

Under existing law an employer gets the full 2.7 percent tax offset
against the Federal unemployment tax regardless of the amount of
State tax that he pays. Tax rates may be low in some States not only
because of low unemployment, but also because under the State law
benefits are low in amount, or short in duration or because eligibility
for benefits is restricted.

Thus, the uniform Federal unemployment tax is, in effect, uniform
no longer and the Federal tax falls short of its original objective of
enabling States to provide adequate benefits without fear that other
States will attract industry by lower taxes resulting from inadequate
benefits to workers.

H.R. 15119 provides a disqualification standard which is aimed
particularly at doing away with concellation of wage credits or total
reduction of benefit rights for any disqualification except misconduct
connected with the work or fraud in connection with a claim. The
provision also permits a reduction for receipt of earnings or dis-
qualifying income, as, for example, pensions.

We do not believe that this provision would adequately protect a
worker from unreasonable disqualifications. We, therefore, suggest
an alternative, which is different from S. 1991.

Our suggestion would be that benefits shall not be denied because of
a disqualifying act, other than for unemployment due to a labor dis-
pute or fraud connected with a claim and we recognize complete dis-
qualification there, but in other situations benefits shall not be denied
because of a disqualifying act for a maximum period of more than 13
weeks next succeeding the week in which the disqualifying act occur-
red. An employer's experience rating account should not be charged
with any benefits pai'd for unemployment which follows a disquahfy-
ing act.

Cancellation of benefits would be prohibited except for fraud in
connection with a claim. With respect to unemployment due to a
labor dispute, the provision would permit disqualification for the
duration of the worker's unemployment due to that cause. It would
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leave to the States the reasons for which an individual may be dis-
qualified and the range of the disqualifying period-fro. 1 to 13
weeks.

Again, if I may summarize, what is involved here, Mr. Chairman
and members of the committee, is the practice under which today in
some States, there is a complete disqualification of an individual even
for reasons other than fraud, or that kind of Uhing.

Senator Cui'rrs. Would you cite an example.
Secretary Wiirz. Yes, it would be a case, and this is a specific case,

a case in whikh a person is dich,-.rged for failing to show Ul) for work
on a particular, morning, discharged for cause, and I am i talking about
a particular case. it turned out that his car pool had not come in that
morning. Ile was discharged for cause and lost all of his uneinp)loy-
ment benefits entirely.

Senator, that is not a typical case, but it is the kind of case that
occasionally happens, and it is a case in which we think that there
ought to be at least a Federal suggestion that the Slate operate within
a 1- to 13-week disqualification rule.

Senator Ci-iris. Under your alternative, are the benefits merely
1)ostl)oned or are they actually lessened?'

Secretary Wirrz. I will ask for an expert answer to tI: it.
Mr. NoitwooD. They would not be reduced. They would be denied,

for a period of time.
Senator CURTIs. But when they started, would they continue the

same length of time as if they had started in the original instance?
Mr. Nonw\ooD. They could, but it, is more than a post)onm ent in

that they would not, be paid for that period, that gap.
Senator Cuwris. But they would be paid for a longer period
Mr. Nonwoon. Yes, they could be.
Senator CuRTis. Could be or would be? Would it be required?
Mr. NoRwooD. There would be no reduction in the total amount, but

the:y would start at the end of this period that would have to be served.
Senator Curis. Suppose it wasn't a frivolous thing, but it. still

didn't involve fraud in making a claim, or a labor dispute. Is; it true
then, if someone would get fired for other than a frivolous cause, say,
drunkenness, that under your proposal, what would happen to himi
is that the starting date of his benefits would be delayed, but he wouid
get, ultimately, if lie remained unemployed, the same benefits for the
same length of time?

Secretary Wimwz. The answvher is yes.
Senator CVITTS. The ansA er is yes?
Secretary WIRTZ. Yes.
Setator'Cu TIs. And that would 1)e a requirement that the State

would have to carry out.
Secretary WW'irz. That is correct. The benefits could not be can-

celed in that situation.
Senator W m ui, us. In that instance, suppose that he is fired fov

being (111111k, and lie fails to get a Job because lie stays drunl all the
time. Can he keep on (Ira'wing his unemnlploymnent, insurance?

Secretary WlWIRTZ. That is a very important point, and I should ha,:e
added this in qualification to my answer to you, Senator Curtis, ,e
(o1h(I never get any eienefit. unless he was available for ork at the time
at. which tile benefit, is paid. So, if lie was discharged for drunkeiuess,
and continied drunk, he is thereby unavailable for work and could not

get benefits.
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Senator IVILLArs. If he got sobered up and got the job and got
discharged again, he could (ret it all over again.

Secretary WVIrz. If he sobered up, got a job-
Senator WILLIAmS. Got drunk again.
Secretary Iw rz. Got drunk again, could not get the unenl)loyment

benefits while he is drunk, because lie would be unavailable for work.
lie could get, in the set of facts that you are talking about, he could
get the uieil)loyment benefit, assuming that he had the adequate
length of service to begin with, he could Oen get uneml)loyment bene-
fits after the postponement which we are talking about here, which
the State might put into e flect, lie could get unemployment benefits for
the period in which lie was sol)er and therefore available for work.Tie CimunmN. What did the House do with this recommendation ?

Secretary Wnrmrz. Lt's see, there is a provision there, and I will have
to inquire alllut it. Prohibited full cancellation, and that is all they
did, and did not include, in comparison with what we are suggesting
here, a period for the 1- to 13-week period.

The ('j.xunrkx. A period of full cancellation.
Secretary lli rrz. That is right.
The CHI\ AXN. But did not provide the 1- to 13-week period.
Secretary WiiVrz. That is correct.
The CI I MAN. My thought is that it would be better to say he

would not. lose more than 13 weeks of his coml)ensation, and let the
State decide how much of it they wvate d to let him lose. Leave then
some latitude, bt. at the same tine I should think that, if lie was fired
for cause, lie ought to lose some of his benefits, not just have their
postponed.

Secretary VIrTZ. I think there is a great deal of basis for that kind
of approach.

The ChAInrMA. Yes.
Secretary Winirrz. The uinemployment insurance program is not a

penal statute and it is not designed to punish workers for actions even
though their actions may be contrary to law or to accepted social
conduct.

Disqualifications may also be imposed for acts which, in fact, are
neither contrary to law nor socially unacceptable. A worker who leaves
olle job to accept one which appears better, but turns out to be short-
lived, or who leaves because his car pool driver moved away, is un-
!ucky, but hardly antisocial. A disqualification in the uneml)loyment
insurance prograin is to deny insurance to a worker for the period of
time that his unempJoyment can reasonably be said to be due to his
ovn action. Let me emphasize that no worker would be entitled to
benefits unless he were able to work and available for work. This
means that he has to (1o what a reasonable worker in his circumstances
would do to find a job.

Both bills would end the unjustified discrimination against mari-
time workers and interstate workers, but the failure of IT.R. 15119
to protect Canadians as well as Americans from discrimination in
the interstate benefit. system merely puts a premium, for some border
State employers, on the; hiring of Canadians in preference to Americans

ami iuteisiiies the pressure to import, Canadian labor. There appears to
i)e no sound jistifieation for excluding claimants in Canada from the
requiremeinttllat State unemI)loyment insurance system refrain from
discriminatingg against workers who earned benefit rights in a State
but who became liemlployed in another State or Canada.
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Both H.R. 15119 and S. 1991 would end the "double dip"-the
anomalous situation in which workers in the many States receive t wo
rounds of benefits on the basis of a single separation from work.

Both bills would end the practice of denying benefits to workers
taking approved training to improve their employability. Frequently,
training or retraining is the shortest route to reeemployinent, and in
particular instances it might be the only possible route. To discourage
workers from accepting training until after they have exhausted their
rights to unemployment insurance is wasteful, and prolongs in-
dividual unemployment.

The House merely incorporated in H.R. 15119 specific authorization
for expanded unemployment insurance research and for training
personnel engaged in administering unemployment insurance.

There are some areas in which tI.R. 15119 has gone beyond the scope
of recommendations contained in S. 11991 but seems to represent a gen-
orally satisfactory treatment of the problems with which they are
concerned.

A change in the provision for judicial review appears warranted.
The provision should follow the cistonary pattern of making the ad-
mninistrat ive official's findings of fact conclusive i suJporte(°by sul)-
stantial evidence. In addition, the provisions added in 1950 (usually
referred to as the Knowland amendments) as an alternative to judicial
review should be modified. Any inconsistencies should be resolved, and
unnecessary and complicating provisions should be deleted and any
ambiguities should be clarified.

Another provision added by the House extends the period for the
administrative use of excess amounts credited to the States under the
so-called Reed Act. These amounts under specific appropriation of
individual State legislatures may be used for specified purposes in
connection with the State administration of the program. Actually,
they have been used almost exclusively for the construction of build-
ings for use by the State employment security agencies. These funds
can no longer be used for this purpose unless the period is extended.

On the judicial review point, we would support wlhat is done in H.R.
15119. We do think the judicial standard for review should be some-
what different and we think there should be attention that Knowland
amendment problem, but otherwise we have no objection to it. This
moves us on to the matter of the base.

The CITAI.MiAN. You are recommending it be $6,600.
Secretary WIRTZ. That is correct. We can see a basis for starting at

$4,500 and moving on up gradually to the $6,600. And if that is done,
attention will have to be given the matter of the rate.

The CHAIRMAN. What would your rate be on that ?
Secretary Wurz. That will depend on two things. First., on what

wage base is fixed and, second, on what kind of extended benefit plan
you feel is appropriate.

The CHAIRMAN. Could you give it to us now? What would you
recommend? If we pass that bill, taking the effective date, what would
be the effect?

Secretary WIRTZ. There has to be a time delay because some of the
State leogislatures will not meet for a subsequent time. We would ree-
ommnend a change in the rate effective as of 1967, January 1, 1967, that
it be increased to 3.3 percent.
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Senator MCCARTHY. On what base? - i .... ',
Secretauy Wwrz. A starting base of not less than $4,500, which

would be effective in 1968 with the rate then scaled down as the base
went up.

Senator WILLIAMS. Are you recommending the elimination of the
merit rating? I

Secretary WiRTZ. The rate would be in 1967, the base change in
1968.

Senator Wrwrxs. Are you recommending a flat rate with no reduc-
tions, based on experience I

Secretary lVnrz. No, we are not, Senator. No, in S. 1991 there
is a recommendation, the original administration recommendation
that the piiesent standards on experience rating be simply eliminated
from the Federal statute.

, Now, thitt would not eliminate experience rating. It would leave
it entirely up to the States, which does se~m to us a sensible thing to
do. However, there h" been real misunderstanding and real opposi-
tion to tha,' and our' only. recmmendatiQn o~t that iow is that there
be a proviion for.4 Special rate for the beginning' Period of a new
employer's operation., Personally I would think that, as S. 1991
,roviqes, t.e experience rAing- thing ought, to be left entirely to the
States but~ there ha bee'" 6 to much misunderstanding of that, and
am not at this point recomnnending this,
Senator WMIIAMS. What does the House bill do?
Secretary Wraiz. The House bill leaves it exactly *s it js with a

provision foi the new em ployer, and we have no objection to that,
Senator 'WUIL Ms. Yqu agree to that
Secretary W'ii. ', Yes.
Senator MCCARTHY. Mr. Secretary, what will the -effective rate

be with experience rating running? Would it be about 1.41
Secretary .Wrirz. About 1.1 of total wages,
Senator MCAamY 1.1?
Secretary WmTz. Yes. That is 11 plus the 0.4 of taxable "wages

for admimstratix which'would make'' it soipewhat under 1.4 percent
oftota wage';. 

1

Senator MvfcCAH-Y'. "You expect this to continue' Under this bill
the same as it has been ?

Secretary VITz. To begin with, ltWs see, the effect' Qf anenlarged
base on that I guess it would contvque aboit the same

Senate o' CAitiY. t It Would remain about the same.
Secretary Wmrz. About the sane; yes.
Senator XIcCAnir. So there, would be no significant change
Secretary WRmTz. That ls right.
Senator MCCARTRY. I the period contemplated.
Secretary, Wiiz. That is ri'ght. I *ant "6 be, sur e about' my an-

swer. As !Far as' the merit 'experience rating is concerned, we end up
acquiescing in the position whith the House took on, it"

The CHfA MAX-. Ho'high do we ha(e to put this rate, this base,
in order to hit a 8-percent rate, ih order to hit an even figure? How
high above $4,500 would y'ou hve to' ' 'in order to level out at a
3-percent tax? I

Becretar; W , P Three percent tax as compared with the- present
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Senator MCARTHY. The 3.3.
The CI AMAr. You are advocating 3.3 at $4,500 in 1968.
Secretary WIRTZ. That is right.
The CIAIRMAN. All right, now what would the base have to be in

order to produce the same revenue, a 3.0 tax?
Secretary WIRTZ. I would like to do some figuring on that. I don't

know offhand.
The CHAIRMAN. I would like to have things made simple if it can

be done. I would be curious to know what it would take. Do you
have those figures?

Mr. NoRwoop. I would rather check them.
(The following information was received from the Department of

La br:)
On checking, I am informed that even if the tax were applied to total wages

in covered employment, a 3-percent rate would produce less revenue than would
be produced with the 3.8-percent rate and a $4,500 tax base. Under that pro.
vision, the Pot Federal tax would be 0.0 percent. It it were in effect during 1968,
it would tteld $1,128 million. If total wages were taxed in 1968 at a gross
Federal ta:c of 3.0 percent with a net Federal tax of 0.3 percent, the net Federal
collections would equal $831 million, or almost $300 million less than the yield
produced by 0.6 percent on a taxable wage base of $4,500.

Secretary WmTZ. That is pretty complicated. You have got the
State benefits, you have got the administrative expense and you have
got the cost of the extended benefits, and it would be a mistake for us
to shoot in the dark.

Senator WILLIAMS. And with the experience rating carried in, you
would be back to an odd igure anyway.

Secretary WIRTZ. As far as the individual employer is concerned.
Senator WILLIAMS. As far as the individual taxpayer is concerned.
Secretary WIRTZ. Yes.
Senator MCCARTHY. You might give it back.
Secretary WiRTZ. That is right. The only flat figure would be the

Federal tar figure. So far as the individual employer is concerned, it
is going to vary, unless he has no experience rating.

The CHAIRMAN. The way it stands now, it is complicated on both
ends. If you do what I am suggesting, it would be complicated just
once instead of t.wice.

Secretary WIRTZ. We will certainly supply that figure.
The CHAIRMAN. Go ahead.
Secretary WIRTZ. Title III of H.R. 15119 iicirens'es the Federal un-

employment tax rate from 3.1 percent to 3.3 effective January 1 1967.
It also raises the taxable wage base from $3,000 to $3,900 for calendar
years 1969 through 1971, and to $4,200 beginning 1972.

The House, in taking this action, recognized the fact 'that $3,000 base
is no longer realistic and must be increased. In ifiy judgment, the
increases are not large enough nor do they become effective soon
enough. We still believe the reasons for increasing the outmoded
wage base of $3,000 to$5,600 effective for calendar year 1968 and to an
eventual level of $6,600 by 1971 as proposed in S. 1991 are valid and
deserve your serious consideration.

If the committee feels, however, that the impact of an initial in-
crease to $5,600 might be too severe, they may wish to consider an initial
increase to, say, $4,500 with an eventual level of $6,600 by 1971.

In any event, the wage base increases of $3,900 and $4,200 provided
by H.R. 15119 are inadequate and as a minimum to meet the needs
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of an adequate program, I would urge the committee to provide an
initial increase of at least $4,500, effective in 1968 instead of 1969.

The present taxable wage base of $3,000 was added to the program
when tie use of this base differed little from the base of total cov-
ered wages which it replaced. In the quarter of a century since then,
wage levels have almost quadrupled, and a base that once constituted
98 percent of wages in covered employment now allows half the wages
in covered employment to go untaxed. This has created serious fi-
nancial problems for the program.

It has become increasingly difficult to raise the necessary revenue
State or Federal, without resort to inequitable tax rates. It has cre-
ated inequities between employers and between States with respect
to unemployment taxes as a proportion of total payrolls.

Employers with high-wage levels, and States with high-average
wages, enjoy lower effective tax rates-that is, lower tax rates as a
percentage of total payrolls-than do employers and States with
lower wage levels. Saddled with an unrealistic taxable wage base,
the ranges of rates in many States have so contracted as to render
meaningful experience rating impossible.

Even with an increase in the taxable wage base in 1968, however,
it will be necessary to provide an increase in the tax rate to meet
administrative costs, of the program and to begin building a fund
for the extended benefit program.

Title III of H.R. 15119 provides for an increase in the Federal un-
employment tax rate from 3.1 to 3.3 percent, effective January 1,
1967. The net Federal portion of the tax is thereby raised from
0.4 percent to 0.6 percent. The 0.6 percent net tax is earmarked
with 0.1 percent to bemused for financing the extended unemploy-
ment compensation program provided in title II of the bill and 0.5
percent available for administrative expenses. These amounts should
be adequate to finance the proposed benefits and administrative costs,
assuming approval of the proposed increases in the wage base to
$6,600 as recommended by the administration.

The revenue from the present 0.4 percent tax on a $3,000 wage
base has become insufficient to finance current administrative costs
of the program. With enactment of the improvements proposed by
this legislation, including the need for funds for the extended bene-
fit program, the disparity between tax revenue and costs will -become
even greater. I " I

Unemployment insurance can never substitute for a full employ-
ment economy or for positive programs to educate and train our work
force. But it does automatically rush reserves into the inevitable
gaps, and performs an essential holding action while other weapons
in our arsenal can be brought to bear, and thus remains a major arm
of the Nation's poverty-fighting establishment.

It is worth every cent we pay for it. It is the quickest-acting and
most automatic response we have yet provided to protect our most
prescious national resource--our manpower. The greatest abundance
of high-quality goods and services ever produced by any national work
force the world has everknown, was not produced by malingerers and
job shirkers. It was produced by the hardest. working, most dedicated
and most skillful group of workers in history.

We proposed to buy for society, and for the worker who has worked
and earned it, only a decent'level of protection against short-term
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and long-term :unemployment.,; Both our society and: our, workers
need, and should. have at least this measure of protection if our war
on.poverty is to be won and the Great Society isto mean something to
thosecitizens most responsible for creating it., , t , , :

This is extremely important in terms 0f,,the recognition that,
although we are doing very well.in general there are a lot: of people
that aren't. It is this averaging that bothers us. We have used before
here, r guess this point about the law of averages sometimes proving
only that if a man has one foot in the refrigerators the other foot on
the stove, he is on the average comfortable: ,We, get into a little of
that problem here. 'In terms of averages, we are doing mighty well, but
it leaves out a lot of people, and those are -the people we i~m talking
about here.
,i.Thankyou. , "' '
:TheChAMrMAN. SenatorWilliams, SenatorCurtis,
_Senator Cmrrs. I would just ask one question. ,How do yott reconw.

cile the total number of, unemployed in the country with the, fact of
shortage of help in almost every section of the country?' f

Secretary Wnrz. There are several elements to that/ answer,; Sen-
ator and let' mesimply list them, A large part of, the unemployment
which shows up in the monthly, figures' is the seasonal unemployment.
T is one:of the least realized aspects of it., It shows up particularly

in the construction trades building and construction, ind in the agri
cultural industry, It is the largest single unrnalized ficto.:

Another factors thellack, of training for the jobs which are skilled
jobs. Another -is, the lack ofwbll, as far as the unskilled'ijobs are
concerned--.the right people beingrin the rightplawe.. , ,; : , , ,

Another factor is the factor of transition, frmone job, to another.
Those aro the principalfactors toexplain th&t. ,,. ..

A, .good deal, of the unemployment now is lts than, 5 eeks,. a good
deal more than: it, as before- which represents the movement from. one
job to the other. I think about quarter of the unemployment: isthe
seasonal unemployment. ',

Senator WILLIAMS. How do you determine the rate,of ,unemploy-
mentf. By actual statistics, on those receiving unemployment benefits,
or is it rather by a survey , ,

'SecretaryWimwr It is by, a survey for the overall rate' of unem-
ploymeti, and. by actaltatistis for those, asking unemployment
benefits. That figure, the insured unemployment'rate, is considerably
I ow er, -,TW is %ou t .. 4

OMr. Noaw About. E.
,8 o.rtry Wxz.= Abut 1.8 permnt, The determinatigaion otal

u, eployment is n Axd on the basis of a, monthly s rvey. Itt ia, Min-
luing s households every nntla all ,over the coiititj, to
aetrmine that, nd we Atthe figures from.that.,

editorr Wxjuss,, Tn other words a Ga lup polltype of,surveyj
_Sgcretary ,Wurz, Yes, but, a,quite extenxto v, e. m an ado

odious eomps~non with the ,r a!lup p$L.1 It i,,work 4 o.t vqryce-
btuy in terms ot What~ ho~eod 'iA1 14, ~Wit R. a shin mnbor,
.W sluft aquarter,ottbm ea- 0ite,4Wn I w orkQ4 okit-on

Svery refined bLasis.; ' y ot o
Senator WiLLIAMS. Has yowi;00 eiuefor4inO tlg hePon oxti

siuveychugine latliwyeevw h 1 ) :i
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Secretary Wnmz. It has not changed, Hpwever at the present time
we are making an additional, an additional spot Sa4pling each month
as a testing of our regular program, and we are probably g6ing to
make some suggestions within the next 2.or 8 months aboutslght
modifications.

Senator WiL s,. Has there been a can g•--
Secretary Wurz., There has not- • , +: I' I I .
Senator WILLIAMS (continuing). In youk-method of gathering these

statistics which would change the overall reportel figure ?
Secretary Wnrrz. There has not. It was reviewed by an outside

committee of which Mr. Ruttenberg was at that time a member, the
so-called 6 Qrdon Committee, in 1061, and they found no necessity in
these changes. There has been no change in that survey since about
1958 or 1954.

Senator WILLIAMS. I noticed, Mr. Secretary; a good bit of your
statement is in sulort of S. 1991. Of course, you realize the Finance
Committee couldn't ; even if it , hat bill. We can only
act on a House measure.

We have no right to ginate a bill on this side, sin t doesn't raise
taxes, so the Senat committee's ap roval of. that bill i out of the
question, unless w take it as a comp, s itute. Now, I under-
stand that you recommen tha S. 19 accepted a com-
plete substitut or are you om endi some, both,

Secretary+ xiz. So of both
Senator LIAMS. that v furnis)( the conittee

a series ofa endments in wr , soR at t could bepri ted
and availa tt e for the study ec mitth du
likewise, w ich will I y on bil d have t0os
amendment relate t ti ou W?

Secreta Wnrrz. es, .i
Senator mILIAMS. At the ropri e
Secretary Wiarz. e ar p par to immediately n(

would. #_
Senator LLTAMS. ould assum th chairma or som

can introduce" hose on your be a d the would print and
available.

Secretary WIR. I will on tht Setr Willia and Mr.
Chairman, to intr ouce such a set o a ndments in the rd at this
point, if that is the co mittee's desire.

Senator WIuLA&s. in the event that the Se committee did
not approve of those amen ts, then we nfronted with the
question of reporting the House i is. That may not happen.
but it is a possibility. In that event, does the administration recom-
mend that we proceed to reL)ort and act on H.R. 15119, or would you
rather just have no bill ?

Secretary Wnarz. I would not be prepared at this point to support it
without qualification.

Senator WILLIAMS. Then you would-
Secretary W .n . I don't know the answer. You have put the ques-

tion in a perfectly proper showdown term, and I don't know what the
answer would be.

Senator WiLLAms. I wasn't trying to---
Secretary Wmz. No, no, it is 4 fair question.
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Senator WLLIAMs. I appreciate the fact that you are making dif-
ferent recommendations and you have agreed to put those in writing,
haven't you ?

Secretary WIRTZ. Yes, sir.
(These recommendations are contained in the committee print en-

titled: "Amendments Recommended by the Labor Department to H.R.
1519, Unemployment Insurance Amendments of 1966.")

(The committee print follows:)



PROPOSED AMENDMENTS TO H.R. 15119 AND TECHNICAL
EXPLANATION

DESCRIPTIVE WORD INDEX

Ta--Title I--------------------------
A. Coverage ------------------------------------------- .

1. 13mall firms ---------------------------------------- 2
2. Workers on large farms ------------------------------- 2
3. Students engaged in work programs ---------------------- 2

B. Provisions of State laws ----------------------------------- 8
1. Disqualifications ------------------------------------
2. Interstate claims ---------------------------- -------

C. Judicial review ------------------------------------------ 4
1. Substantial evidence rule ------------------------------ 4
2. Nonappealed labor-standards State actions --------------- 6

D. Administration ------------------------------------------- 7
1. Amounts available ----------------------------------- 7
2. Research and training ------------------------------- 7

U. Benefit requirements--------------------------------------8
1. Qualifying requirement ------------------------------ 8
2. Duration of benefits -------------------------------- 9
3. Benefit amount ------------------ ------ --- 9
4. Credit reduction ----------------------------------- 10

Title II ----------------------------------------------------- 12
A. Extended benefits--federally financed ------------------------ 12

1. Special eligibility requirement ------------------------- 13
2. Deletion of (a) unnecessary alternative computation; and

(b) reduction In extended compensation --------------- 13
3. National "on" indicator ------------------------------ 14
4. Eligibility period ----------------------------------- 14

B. Extended benefits--Federal-State financed -------------------- 12
1. 50/50 basis ---------------------------------------- 12
2. Eligibility requirement ------------------------------ 1

C. Payment to States ---------------------------------------- 17
D. Extefided unemployment compensation account ------------------ 18

1. Transfers to account ------------------------------------ 19
2. Increased ceiling ----------------------------------- 20

Title III ---------------------------------------------------- 21
A. Increase in tax rate ---------------------------------- 21
B. Increase in taxable wage base ------- ----------------------- 22
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[Material in brackets to be deleted; material in italics to be added]

PART A-LCOVERAGE

Amendment.-Section 101, page 1, line 11 through page 2, line 11,
should be amended to read as follows:

"DEFINITION OF EMPLOYER

"SEc. 101. (a) Subsection (a) of section 3306 of the Internal
Revenue Code of 1954 is amended to read as follows:

" '(a) EMPLOYER.-- For purposes of this chapter, the term"employer" means, with respect to any calendar year, any personwho[-{
W " '(1)] during any calendar quarter in the calendar year

paid wages of C$1,5001 $800 or more C; or].p" '(2) On each of some 20 days during the calendar year,
each day being in a different calendar week, employed at
least one individual in employment for some portion of the
day.' "

Explanatwn.--The proposed change is designed to extend coverage
to employers who have at least a $300 payroll in a quarter, as recom-
mended by the Interstate Conference of Employment Security
Agencies. Such a provision has several significant advantages over
the provision of H.R. 15119 which contains alternative provisions of
at least 20 weeks of work in a year or a quarterly payroll of $1,500.
It would increase coverage by 1.55 million workers, 350,000 more than
provided by the House bill, and would be easier to administer. The
limitation of $300 in a quarter is high enough to avoid coverage of
'those only casually in employer status, It is the highest quarterly
payroll limit now used by States which determine coverage solely by
size of quarterly payroll.

DEFINITION OF WAGES

Amendment.--(b) Subsection (b) of section 8806 of the Internal
Revenue Code of 1954 is amended by adding at the end thereof a new
paragraph (10) as follows:

"(10) Any remuneration for employment as defined in section
8306(c)(1) unless the remuneration constitutes'wages under section
3121(a) (8) (B) and was paid by an employer to an employee bt
only if such employee was paid by such employer such wages in the
amount of at least $800 in any calendar quarter in a calendar year
or in the immediately preceding calendar year."
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DEFINITION OF EMPLOYMENT

Amendment.-(c) Paragraph (1) of eubsection (c) of section 8806 of
the Internal Revenue Code of 1954 i8s amended to read as follows:

"(I) agricultural labor (as defined in section 8806(k) unless per-
formed for an empoer who, in a calendar year or in the immedi-
ately preceding calendar year, paid wages under section 3121(a)(8)
(B) for 8uch labor to each of 50 employees.

Explanation.-The proposed additions in subsections (b) and (c)
are designed to cover for Federal unemployment tax purposes farm
employers who employ 50 or more workers reportable under FICA.
Only the wages of those workers who were paid $300 in any calendar
quarter, however, would be taxed and only such workers would be
covered for unemployment insurance. The 50 or more workers re-
quirement is designed to describe the large farm. The $300 quarterly
payroll requirement is designed to eliminate migrant, casual, or inter-
mittent workers.

EFFECTIVE DATES

C(b)l Amendment.-(d) The amendment made by subsection (a)
shaI apply with respect to remuneration paid after December 31,
[196811967. The amendments made by subsections (b) and (c) hall
apply after Dtcember 81, 1968.

Explanation.-Subsection (a) changes the size of firm limitation in
the definition of "employer." An earlier effective date of January
1, 1968 (instead of January 1, 1969, as in H.R. 15119), will present
no problems, because the 13 States which would need to amend their
laws to provide broader coverage have legislative sessions in 1967.

The extension to large farms, however, would not be automatic
in 20 States, several of which do not have a regular legislative session
until 1968. Therefore, the effective date for this change is January
1, 1969.

SECTION 106. STUDENTS ENGAGED IN WORK-STUDY PROGRAMS

Amendment.--Section 105, page 9, lines 2 through 16, should be
amended to read as follows:

SEc. 105. (a) Paragraph (10) of section 3306(c) f the Int-rnal
Revenue Code of 1 964 is amended by strikitig out the semicolon at the
end of subparagrapli (B) and inserting ii lieu thereof ", or" and by
adding at tpe end thereof the following new sibparagraph:

"(C) service performed by an individual who is enrolled at
[an] a nonprofit* or public educational institution within the
meaning of section 151(e) (4): which nOrmally maintains d regular
faculty and curriculum and' normdly has a regularly organized
body of students in attendance at the place where its educational
activities are carried on, as a student in & full-time program, taken
for credit at such institutions, which combines academic instruc-
tion with work experience, if such [institution has certified to the
employer that such service is an integral part of such program,
and such institution has so cert..d to tQ employer, except that this
paragraph shall not apply to service performed in a program estab-
lished or or on behalf of an employer or group of emploers." .

Explan4ion.-The proposed changes are designe'to *clarify 'the
language used in;H:R. 15119 t assure that it carries out the intent of



64 UNEMPLOYMENT INSURANCE AMENDMENTS OF 1966

the House Ways and Means Committee as evidenced in its report:
"This new exclusion does not apply to employee educational or train-
ing programs run by or for an employer or group of employers."

PART B.-PROVISIONS OF STATE LAWS

PROVISIONS REQUIRED TO BE INCLUDED IN STATE LAWS

Amendment.-Section 121 of the bill, page 9, line 19 through page
10, line 22, is amended to read as follows:

"SEc. 121. (a) Section 3304(a) of the Internal Revenue Code of
1954 is amended by inserting after paragraph (6) (added by section
104(a) of this Act) the following new paragraphs:

" '(7) an individual who has received compensation during his
benefit year is required to have had work since the beginning of
such year in order to qualify for compensation in his next benefit
year;

" '(8) compensation shall not be denied to any individual by
reason of cancellation of wage credits or total reduction of his
benefit rights for any cause other than discharge for misconduct
connected with his work, fraud in connection with a claim for
compensation, or receipt of disqualifying income;

" '(8)(a) compensation may not be denied in such State to any
otherwise eligible individual

" '(i) by reason of a State disqualification for a period in ex-
cess of 18 week following the week in which a disqualifying act
occurred; or

" '(ii) fir any week of unemployment during his benefit Year
by reason q a cancellation of his wage credits or reduction of his
benefit rights (other than a reduction because of earnings or
disqualijfing income) except that-

compensation may be denied in accordance with disqualfcation
provisions of applicable State law for unemployment due to a labor
dispute or or iaud in connection with his claim, without regard to
the limitation of this subsection.
'(b) Compensation paid to any individual (or a derivative of compen-

sation) after he has been diegualified because he left work without good
cause or was discharged for misconduct in connection with his work
shalt not be (1) charged against the experience rating account of the
employer from whose employment he left or was discharged, or (2) other-
wiie rejected in such eInvloer s experience on the basis of which his
rate is determined as required by section 8808 (a) (1).'"

Explanation.-The proposal would change the Federal standard
with respect to disqualifications from that provided in H.R. 15119
by (1) providing a limitation on the period of disqualification, (2) pro-
hibiting ay reduction (instead of only total reduction) of benefits,
and (3) prohibiting the charging to the separating employer's experi-
ence rating account of benefits paid following certain disqualifications.

With certain specified exceptions 4isqualcations must not exceed
a denial of compensation for 13 weeks following the week in which the
disqualifying act occurred. The language retains the prohibition in
H.A. 15119 against cancellation of wage credits, and prohibits any
reduction of the worker's earned monetary entitlement, as well as
disqualifications which last for the duration of a',period of unem-
ployment.
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The limitation to a 13-week denial does not apply to disqualifica-
tions imposed in cases of labor dispute or of fraud in connection with
a claim. A State remains free to impose whatever disqualification it
deems appropriate in such cases. k

The proposal does not preclude a State from reducing an individual's
weekly benefit amount because of his receipt of disqualifying income,
such as earnings or pensions during a week claimed as a week of
unemployment.

The proposal also prohibits a State from charging to the experience
rating account of the separating employer any compensation paid
after a worker has been disqualified because he left work without good
cause or was discharged for misconduct in connection with this work.

The proposal provides for the handling of the experience-rating
problem in States which have experience-rating systems that do not
charge compensation.

Amendment.--" (9) compensation shall not be denied to an indi-
vidual for any week because he is in training with the approval of the
State agency (or because of the application, to any such week in
training, of State law provisions relating to availability for work,
active search for work, or refusal to accept work);

"(10) compensation shall not be denied or reduced to an individual
solely because he files a claim in another State or in Canada or because
he resides in another State or in Canada at the time he files a claim
for unemployment compensation;".

(b) The amendment made by subsection (a) shall take effect
January 1, 1969, and shall apply to the taxable year 1969 and taxable
years thereafter.

Eiplanation.-The proposed change would include Canada in the
requirement that State unemployment insurancesystems refrain from
discriminating against workers who earned benefit rights in the State
but who fie their claims from outside the State.

In 1942, the United States and Canada entered into an executive
agreement authorizing the inclusion of Canada in the Interstate
Benefit Payment Plan. as if it were a State. All but four States
(Alabama Iowa Maine, and New Hampshire) and Puerto Rico have
subscribed to dhe reciprocal agreement with Canada. Failure of
the two border States to do so puts a premium on the hiring of
Canadian workers in preference to American workers; because separa-
tion of American workers could result in charges to the employers'
experience-rating account whereas the separation of Canadian workers
would not.

PART C-JUDIcIAL RvIwEw

Amendment.-Section 131(a) of the bill, page 12, line 19 through
page 15, line 22 should be amended to read as follows:,

"Title III of the Social Security Act is amended by adding at the
end thereof the following new section:

'JUDICIAL REVIEW

" 'Sc. 304. (a) Whenever the Secretary of Labor-
".'(1) finds that a State law does not include provisions of

section 303(a), or I .
"'(2) makes a finding with respect to a State under subsec-

tion (b) or (c) of section 303,
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such State may, within 60 days after the Governor of the State has
been notified' of- such action, file with the United States court of
appeals for the circuit in which such State is located or with the
United States Court of Appeals for the District of Columbia a petition
for review of such action. A copy of the petition shall be forthwith
transmitted by the clerk of the court to the Secretary of 'Labor. The
Secretary of Labor thereupon shall file in the court the record of the
proceedings on which he based his action as provided in section 2112
of title 28 United States Code.

" '(b) ;the findings of fact by the Secretary of Labor, unless
contrary to the weight of the] if supported by substantial evidence,
shall be conclusive; but the court, for good cause shown, may remand
the case to the Secretary of Labor to take further evidence and the
Secretary of Labor may thereupon make new or modified findings of
fact and may modify his previous action, and shall certify to the
court the record of the further proceedings. Such new or modified
findings of fact shall likewise be conclusive (unless contrary to the
weight of the] if supported by Msbtantiat evidence.

" '(c) The court shall have jurisdiction to affirm the action of the
Secretary of Labor or to set it aside, in whole or in part. The judg-
ment of the court shall be subject to review by the Supreme Court of
the United States upon certiorari or certification as provided in section
1254 of title 28, United States Code.
" '(d)(1) The Secretary of Labor shall not withhold any certification

for payment to any State'under section 302 until the expiration of 60
days after the Governor of the State has been notified of the action
referred to in paragraph (1) or (2) of subsection (a) or until the State
has filed a petition for review of such action, whichever is earlier.

"'(2) The commencement of judicial proceedings under this section
shall not stay the Secretary's action, but the court may grant interim
relief if warranted including stay of the Secretary's action and
including such relief as may be necessary to preserve status or rights.

"'(e) Any judicial proceedings under this section shall be entitled
to, and, upon requIest of the Secretary or the State,' shall receive a
preference and shall 'be heard and determined as expeditiously as
possible.'" •

(b)(1) Chapter 23 of the Internal Revenue Code of 1954 is amended
by adding at the end thereof the following new section:
"SEC. 3311. JUDICIAL REVIEW.

"(a) IN GENERAL.-Whenever under section 3303(b) or section
3304(c) the Secretary of Labor makes a finding pursuant to which he
is required to withhold a' certification under such section, such State
may, within 60 days after the Governor of the State has been notified
of such action, file with the United States court of appeals for the
circuit in which such State is located or with the United States Court of
Appeals for the District of Columbia a petition for review of such
action. A copy of the petition shall be forthwith transmitted by the
clerk of the court to the Secretary of Labor. ' The Secretary of Labor
thereupon shall file in the court the record of the proceedings on which
he based. his action as provided in section 2112 of title 28, United
States Code.

"(b) FINDINGS OW FACT.-The findings of fact by the Secretary of
Labor, [unless contrary to the weight of the] if supported by sub-
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8tantial evidence, shall be conclusive; but the court, for good cause
shown, may remand the case to the Secretary of Labor to take further
evidence, and the Secretary of Labor may thereupon make new or
modified findings of fact and may modify his previous action, and
shall certify to the court the record of the further proceedings. Such
new or modified findings of fact shall likewise be conclusive [unless
contrary to the weight of the] if supported by sub8tantial evulence."

Explanation.-These proposed changes are designed to provide
that the Secretary's findings of fact shall be conclusive "if supported
by substantial evidence" instead of "unless contrary to the weight
of the evidence" as in H.R. 15119., The substantial evidence rule
is generally applied in judicial review of administrative action. It
is contained in, for example, section 10(y) of the Administrative
Procedure Act, section 404 of the Social Security Act, section 217(b)
of the Economic Opportunity Act of 1964, section 603, of the Civil
Rights Act of 1964 (by reference to sec. 10 of the Administrative
Procedure Act), and section 608(b) of the Hospital and Medical
Facilities Amendments of 1964.

Amendment.-Section 131(b) (2), page 16, lines 20 through page 17,
line 19, of the bill should be amended to read as follows:

"(2) Subsection (c) of section 3304 of the Internal Revenue Code
of 1954 is amended to' read as follows:

"(c) CERTIFICATIO.--On October 31 of each taxable year the
Secretary of Labor. shall certify to the Secretary each State whose
law he has previously approved, except that he shall not certify any
State which, after reasonable notice and opportunity for hearing to
the State agency, the Secretary of Labor finds has amended itslaw
so that it no longer contains the provisions specified' in subsection (a)
or has with respect to the 12-month period ending on such October 31
failed to comply substantially with any such provision in 8uch 8ub-
section. No finding of a failure to comply substantially with [the]any provision [in State lav specified] in paragraph (5) of subsection
(a) shall be based on an application or interpretation of State law with
respect to which [further administrative or judicial review is provided
for under the laws of the State.] the time for review provided under the
laus of the State has not expired or further administrative or judicial
revietb is pending. On October 31 of 1969 or of any taxable .year
thereafter, the Secretary shall not certify any State which, after
reasonable 'notice and opportunity for hearing to ithe State agency,
the Secretary of Labor finds has failed to amend its law so that it
contains the provisions specified in subsection (a) added by the
Unemployment Insurance Amendments of 1966, or has with respect
to the 12-month period (10-month period in the case of October 31,
1969) ending on such October 31 failed to comply substantially -with
any such provision in such subsection." 'Ezplanation.-The proposed change to the first and last sentences
of section 3304(c) of the Federal Unemployment Tax Act as Amended
by H.R. 15119 is designed to clarify the reference to the provisions in
subsection (a) of section 3304. 'It reflects no change in' substance.

The proposed changes to the second sentence of section 3304(c) are
designed (1) to make it clear that the .kompliance referred to is with
the" provisions of' section 3304(a)'(5), t6e' so-called labor standards
provision, and (2) to eliminate the pres'nt .atobiguity as to,'whether
the Secretary may act 'on a State's, application or ifterp'etation of
the labor standards pivision in State law'that was tiot appealed to
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the highest State court. The second change, however, assures that
no action may be taken by the Secretary until an application or
interpretation of State law is final. ' Thus the Secretary may not act
while a case is pending review within the State or the period available
to obtain such review has not yet expired.

PART D-ADMINISTRATION

AMOUNTS AVAILABLE FOR ADMINISTRATIVE EXPENDITURES

Amendment.-SEc. 141. [(a)] Section 901(c)(3) of the Social
Security Act is amended-

[(1)](a) by striking [out "the net receipts" each place it
appears in tlhe first sentence and inserting in lieu thereof "five-
sixths of the net receipts"; and] paragraphs (A) and (B) and sub-
8tituting therefor the following new paragraphs:

"(A) in the case ojffi8cal year 1967, an amount equal to 95 percent
of the amount estimated and set forth in the Budget of the United
States Goveinment for such fiscal year as the net receipts during such
year under the Federal Unemployment Tax Act;

"(B) in the case of fiscal year 1968, an amount equal to 95 per-
cent of the amount estimated and set forth in the Budget of the United
States Government for such fiscal year as five-sixths of the net receipts
during such year under the Federal Unemployment Tax Act; and

"(0) in the case of anyfiscal year thereafter, an amount equal to
06 percent of the amount estimated and set forth in the Budget of the
United States Government for s uch fiscal year as eight-elevenths of the
net receipts during such year under the Federal Unemployment Tax
Act.

[21(b) by striking "0.4 percent" in the second sentence and
inserting in lieu thereof "0.6 percent for calendar year 1968 and
0.55 for subsequent calendar years".

[(b) The amendments made by subsection (a) shall apply to
fiscal years beginning after June 30, 1967.]

Explanation.-This change is necessary to make the current limita-
tion on the amount authorized as available for grants to the States
for administration of the employment security program relate to the
new tax rates provided in section 301 and the distribution of the tax
receipts provided in section 207.

UNEMPLOYMENT COMPENSATION RESEARCH PROGRAM AND TRAINING
GRANTS FOR UNEMPLOYMENT COMPENSATION PERSONNEL

Amendment.-Section 142 of the bill, page 18, line 19, through
page 19, is amended to read as follows:

'SEc. 142. Title IX of the Social Security Act is amended by adding
at the end thereof the following new sections-

"'UNEMPLOYMENT COMPENSATION RESEARCH PROGRAM

"'SEC. 906. (a) The Secretary of Labor shall-
"'(1) establish a continuing and comprehensive program of

research to evaluate the unemployment compensation system.
Such research shall include, but not be limited to, a program of
factual studies covering the role of unemployment compensation
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under varying patterns of unemployment, the relationship be-
tween the unemployment compensation and other social insur-
ance programs, the effect of State eligibility and disqualification
provisions, the personal characteristics, family situations, em-
plovment background and experience of claimants, with the
results of such studies to be made public; and

" '(2) establish a program of research to develop information
(which shall be made public) as to the effect and impact of ex-
tending coverage to excluded groups.

" 'Authorization of Appropriations

" '(b) CTo assist in the establishment and provide for the continua-
tion of the comprehensive research program relating to the unem-
ployment compensation system there] There are hereby authorized
to be appropriated for the fiscal year ending June 30, 1967, and for
each fiscal year thereafter such sums as may be necessary to carry
out the purposes of this section. From the sums authorized to be
appropriated by this subsection the Secretary may provide for the
conduct of such research through grants or contracts.'

Explanation.-The proposed change is a technical one to insure
that the authorization of appropriations applies to both programs
authorized by subsection (1) of section 906.

Amendment.-Title I of the bill, page 24, should be further amended
by adding at the end thereof a new Part E--BENEFIT REQUIREMENTS,
as follows:

"PART E---BENEFIT REQUIREMENTS

"SEc. 151. The Internal Revenue Code of 1954 is hereby further
amended adding a new section 3312 as follows:

" 'SEc. 8812. (a) CERTIFIcATIo.-On October 81, 1968, and
October 31 of each calendar year thereafter, the Secretary of Labor shall
certify to the Secretary each State whose law he finds is in accord with the
requirements of subsection (c) and has been in accord with such require-
ments for substantially all of the 12-month period ending on such October
81 (except that for 1960, it shall be the 4-month period ending on October
31) and that there has been substantial compliance with such State law
requirements during such period. The Secretary of Labor shall not
withhold his certification to the Secretary unless, after reasonable notice
and opportunity for hearing to the State agency, he finds that the State
law is not in accord with the requirements of subsection (c) or'has not
been in accord with such requirements for substantialy all 'o/ the 12-
month period ending on such October 31 (except that for 1968, it shall be
the 4-month period ending on October 81) or that there has been a failure
to comply substantially with such State law requirements during such
period. For any State which is not certified under this subsection on any
October 81, the Secretary of Labor shall within 10 days thereafter notify
the Secretary of the reduction in the credit allowable to taxpayers subject
to the unemployment compensation law qf such State pursuant to section
8802 (c) (4).

'(b) NorIE To GOVERNOR OF NoNcERTICATIO.-
"'Ij atany time the Secretary of Labor has reason to believe that a

State may not be certified under subsection (a) he shall promptly notify
the Governor of such tate. -
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"'(c) REQUIREMENTS.-
"'(1) WITH RESPECT TO BENEFIT YEARS BEGINNING ON OR

AFTER JULY 1, 1968.-
"'(A) the State law shall not require that an individual

have more than 20 weeks of employment (or the equivalent as
provided in subsection (4)) in the base period to qualify for
unemployment compensation;

"'(B) the State law shall provide that the weekly benefit
amount of any eligible individual for a week of total unem-
ployment shall be (i) an amount equal to at least one-hal]
of such individual's average weekly wage as determined by the
State agency, or (ii) the State maximum weekly benefit amount
(exeluse of allowances with respect to dependents) payable
with respect to such week under such law, whichever is the lesser:

" ( F the State law shall provide for an individual with
20 weeks of employment (or the equivalent) in the base period,
benefits in a benefit year equal to at least 26 times his weekly
benefit amount.

" 'Any weekly benefit amount payable under a State law
may be rounded to an even dollar amount in accordance with
such State law.

"'(2) The State maximum weekly benefit amount (exclusive of
allowances with respect to dependents) shall be no less than 66
percent of the Statewide average weekly wage most recently computed
before the beginning of any benefit year, except that, for benefit years
beginning between July 1, 1968, and June 80, 1970, such amount
shall be no less than 50 percent of such Sgatewide average weekly
wage, and for benefit years beginning between July 1, 1970, and
June S0, 1972, such amount shall be no less than 60 percent of
such Statewide average weekly wage.

"'(8) In determining whether an individual has £0 weeks of
employment, there must be counted as a week, any week in whicA
the individual earned at least £6 percent of the Statewide average
weekly wage.

"(lot For the purpose of subsections (c)(1)(A) and (C), the
eguialent of 20 weeks of employment in a State which uses high-
quarter wages is total base period wages equal to five times the
Statewide average weekly wage, and either one and one-half times
the individual's high-quarter earnings or forty times his weekly
benefit amount, whichever is appropriate under State law.

'(d) DEFINITIONS.-
"'(1) benefitt year" means a period as defined in State law except

that it shall not exceed one year beginning subsequent to the end of an
individual's base period.

" '(2) "base period" means a period as defined in State law but it
shall be fifty-two consecutive weeks, one year, or four consecutive
calendar quarters 'ending not earlier than six months prior to the
beginning o an individual's benefit year.

'(8) "high-quarter wages" means the amount of wages for
services performed in employment covered under the State law paid
to an individual 'in that quarter of his base period in which such
wages were highest, irrespective of the limitation on the amount
of wages subject to contribtio ns under 'such State law.

"'(4) "individual's average weekly U4age" means an amount
computed equal to (A) one-thirteenth of an individual's high-quarter
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wages, in a State which bases eligibility on high-guarter wages
paid in the base period or (B) in any other State, the amount ob-
tained by dividing the total amount of wages (irrespective of the
limitation on the amount of wages subject to contributions under the
State law) paid to such individual during his base period by the
number of weeks in which he performed services ii employment
covered under such law during such period.

" '(6) "8tatewide average weekly wage" means the amount com-
puted by the State agency at least once each year on the basis of the
aggregate amount of wages, irrespective of the limitation on the
amount oj wages subject to contributions under such State law, re-
ported by employer as paid for services covered under such State law
during the first four o t last six completed calendar quarters prior to
the elective datc of the computation, divided by a figure representing
fifty-two times the twelve-month average of the number of employees
in the pay period which includes the twelfth day of each month during
the same jour calendar quarters, as reported by such employers.' "

"LIMITATION ON CREDIT AGAINST TAX

"SEC. 152. (a) Section 8802 of the Internal Revenue Code of 1954 is
amended by adding at the end of subsection (c) thereof a new paragraph
(4) as Jollows:

" '(4) If the unemployment compensation law of a State has not
been certified for a twelve-month period ending on October 81 pur-
suant to section 8812(a), then the total credits (aftr applying
subsections, (a) and (b) ond paragraphs (1), (2), and (8) of this
subsection) otherwise allowable under this section for the taxable
year in which such October 81 occurs in the case of a taxpayer subject
to the unemployment compensation law of such State shall be reduced
by the amount by which 2.7 percent exceeds the four-year benfit cost
rate applicable to such State for such taxable year in accordance with
the notifica ion of the Secretary of Labor pursuant to section 8812(a).'

"(b) Subsection (c)(8)(U)(i) of section 8802 is amended by
substituting the term '4-year' for the term '5-year'."

"(c) The heading for paragraph (6) of subsection (d) of section 8802
is revised to read '4-year benefit cost rate', and the paragraph is amended
to read:

"' 'For purposes 9f subsection (c)(4) and subparagraph (0) of
subsection (c) (8), the four-year benefit cost rate applioableto any
State for any taxable year is that percentage obtained by dividing-

"'(A) One-fourth of the total compensation paid under the
State unemployment compensation law during the four-year
perio d ending at the close of the firs calendar year preceding
such taxable year, by

I"(B) The total of the remuneration subject to contributions
under the State unemployment compensation law with respect
to the first calendar year preceding such taxable year. 'Re-
muneration" for the purpose of this subparraph shall include
the amount of wages for serices covered un ier the State law ir-
respective of the limitation of the amount of wages subject to
contribution under 6uch State law paid to an indivual by an
employer during any calendar year beginning with 1968 up to
$6,600, and beginning with 1971, up to $6,600; for States for
which it is necessary, the Secretary of Labor shall estimate the

W--992 0-60-----0
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remuneration with respect to the calendar year preceding the
taxable year.' " _

Explanation.-The proposed changes add to the provisions in
H.R. 15119 requirements as to State benefits which must be met by
a State if employers in that State are to receive full tax credit against
the Federal unemployment tax for contributions paid to the State.
If a State provides benefits meeting the prescribed minimum levels of
.benefit adequacy, employers in the State would be eligible for the full
2.7 percent credit against the Federal tax; if, however, the State
benefits are below the established level, employers' Federal tax credit
is limited to the actual average cost of the benefits being provided.
This proposed addition represents the most significant improvement
to HR. 15119. 0

The purpose of the benefit requirements and reduced credit pro-
visions is to protect the States which want to provide adequate
benefits by assuring that no State can get for its employers a reduction
in a Federal tax by providing inadequate protection to the unem-
ployed workers in the State. Thus, the requirements restore the
Federal unemployment tax to its original and intended role of elimi-
nating the fears of interstate competitive tax disadvantages as a
deterrent to State action.

The benefit requirements relate to the three primary factors deter-
mining the adequacy of protection-the measure of past labor force
attachment required to qualify for benefits, the weekly benefit amount,
and the duration of benefits payable.

The language provides that the qualifying employment or qualifying
wage requirements in the State benefit formula cannot exclude from
benefits workers who have had 20 weeks of employment (or the
equivalent) in a 1-year base period.

The qualifying requirement limits the program's protection to
regular members of the labor force. It should be high enough to
eliminate workers with insignificant past employment, without
eliminating workers regularly 'attached to the labor force who have
had some unemployment, underemployment, or noncovered work
during their base period.

The proposal is expected to influence States with very low qualify-
ing requirements to amend their law to provide more adequate meas-
ures of attachment while at the same time it protects workers against
unreasonably high requirements.

Under the proposal, the State law would be required to provide
that those who meet the State qualifying requirement be entitled to a
weekly benefit amount of at least 50_percent of the individual's weekly
wage, up to the State maximum. States are free to pay some or all
claimants a benefit which represents more' than 50 percent of their
weekly wages.

The State maximum, exclusive of aiy amount payable with respect
to dependents must be set, for benefit years beginning between July 1,
1968, and June 30, 1970, at a level representing 50 percent of the
statewide average weekly wage. In order to assure that most covered
workers will be able to receive a benefit of at least half their own
wages, the maximum must be higher than 50 percent of average wages.
Therefore, the maximum would have to increase to 60 percent of the
statewide average weekly wage for benefit years beginning between
July 1, 1970, and June 30, 1972, and to 66% percent of the statewide
average for subsequent benefit years. At all stages, the individual
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benefit need not represent more than 50 percent of the individual's
wage; at the final stage, it is estimated that about 75 percent of the
male claimants would receive a benefit of 50 percent of their own wages;
the other 25 percent would still be cut off by the maximum.

With respect to duration, the proposal would require State laws to
provide eligible claimants having 20 weeks of base period employ-
ment, or its equivalent, with potential duration of at least 26 times
the weekly rate. This does not mean that the State must provide
uniform duration for all who qualify for benefits under State law.
Workers who qualify with less than 20 weeks of employment may be
provided potential duration of less than 26 weeks. A State which
provides benefits in excess of 26 weeks may restrict the longer duration
to workers with more than 20 weeks of employment. ,

Moreover, without a requirement as to duration, 'there may be
pressuiles to meet the weekly benefit amount requirement at the
expense of reduced duration.

The proposal includes necessary definitions. It provides for a
uniform method of computing the statewide average weekly wage on
the basis of information currently available from required reports.
The aggregate remuneration paid during a year, to all individuals
covered under the State law is divided by 52 to convert it to a weekly
basis, and then divided by the average number of persons employed
at midmonth periods. The resulting figure is the amount paid to an
average worker while working in a covered job. While this figure
reflects the wages paid to high-paid executives, it also includes wages
for casual and part-time jobs. The high- and low-paid jobs tend to
offset each other's effect on the average wage. In . 16 States which
now relate the maximum weekly benefit to statewide average wages,
this is essentially the formula used to compute average wages.

TITLE II-EDERAL-STATE EXTENDED UNEMPLOYMENT
COMPENSATION PROGRAM

General ezplanation.-The proposal would retain with few changes
the Federal-State extended unemployment compensation program
contained in H.R. 15119. The principal change is that benefits paid
during an extended benefit period would be financed 100 percent by the
Federal Government. It would, however, provide an additional
prog E'am f~r the long-term unemployed. There would be a 50 percent
share. "g by the Federal Government of regular State benefits paid
between 26 and 39 weeks in a benefit year. Tiis would encourage,
but not compel, the States to provide such additional duration.

Arendmet.-Title II of the bill, page 24, line 18 through page 39,
line 1a is amended to read as follows:.

"SHORT TITLE,

"SEC. 201. This title may be cited as the 'Federal-State Extended
Unemployment Compensation Act Of 1966'.
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"PAYMENT OF EXTENDED COMgPENSATION

"State Law Requiremeni ts,

"Ssc. 202. (a)(1) For purposes of section 3304(a)(11) of the In-
ternal Revenue Code of 1054, a State law shall provide that payment
of' extended 'compensation hall be made; for' any week of unemploy-
ment which begins in the individuals' eligibility period, to individuals
who hatie exhausted all rights to regular compensation under the
State law and who have no rights to regular compensation withlrespect
to such week under suchlaw or any other State unemployment com-
pensation law or to compensation under any other Federal law. 'For
purposes of the preceding sentence, an individual shall have exhausted
his rights to regular compensation under a Stat6 law (A) when no
payments of regular compensation can be made under such law be-
cause' such individual has received all regular compensation available
to him based on wage credits for his base period, or- (B) when his
rights to such compensation have terminatedby reason of the expira-
tion of the benefit year with respect to which such rights existed.

"(2) Except where inconsistent with the provisions of this 'title,
the terms and conditions of the State law which aply to claims for
regular compensation 'and to the payment thereof shall apply to
claims for extended compensation ad to' the payment thereof.

statee May Impose Special Eligibility Requirement

"[(b) Notwithstanding subsection (a)(2), the State law may provide
that to be eligible' for extended compensation an individual must have
had a number of weeks (specified in such law, but not to exceed
twenty-six weeks) of covered employment in his base period (or a
specified wage or work history which is the substantial equivalent).]"

Ezplanation.-The proposed change would delete section 202(b) of
H.R. 15119. Such an option is not appropriate in a program financed
wholly by the Federal Government.

Individuals' Compensatioi' Accounts

Arnendient.- -[(d)3 (b)(1) The State law shall provide that the
State will establish, for each eligible individual who fileg an application
therefor," an extended compensation account with 'respect Vo such
individual's eligibility period. The amount established in such account
shall be not less than whichever of the following is the least:

(A) 50 pjer centum of'the total amount of regular compensation
(including dependents! allowances) 'payable to him during such
benefit year under such law, or ' "''

(B) thirteen times his average weekly benefit amount[, or]
[(C) thirty-nine times his average weekly benefit amount,

reduced by the regular compensation paid (or deemed paid) to
''him during such benefit year under stich law;-

[except that the amount 'go determined shall '(if the' State' law s6
provides) be reduced by the aggregate amount of additional corm-
pensation paid (or deemed paid) to him under such law for prior
weeks of unemployment in such benefit year which did not begin in
an extended benefit period.]
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(2), For 'urposes of, paragraph (1), an individual's weekly benefit
amount for a week is the amount of regular compensation (including
dependents' allowances)' under' the State law payable to such individual
for such week for total unemployment.-

Exp/at .-- The proposed change would delete paragraph (C) of
subsection (d)(1) of .,IR. 15119., This alternative is not consistent
with other proposals which prohibit reductions in an individual's
benefit rights.

The reference to reduction because of additional compensation paid
under the State law is, no longer appropriate with full financing by
the Iederal Government.

EXTENDED' BENEFIT PERIOD

* ' Beginning and Ending

Anwndent.SEC.203. (a), For purposes of this title, in the case of
any State, an extended benefit period-=-

(1) shall begin with the third week after whichever of the
following weeks first occurs:

(A) a week for which there is a national"on" indicator, or
(B)a week for which there is. a State "on" indicator; and

(2) shall end with, the third week after the first week for which
there is both a national "off" indicator and a State "off" indicator.

Special Rules

(b)(1) In the case of any State-
(A) no extended benefit period shall last for a period of less

than thirteen consecutive weeks,'but if an exte4dedperiod begins
by occurrence of a national "on" indicator, such extended benefit
period shall last not le88 than thirteen, consecutive weeks succeed-
ing the third week following the "On" indicator,

(B) no extended benefit period may begin by reason ofa State
lon" indicator before the fourteenth week after the close of a
prior extended benefit period with respect to euch State. .

(2) When a determination has been made that an extended benefit
period is beginning or ending with respect to a State (or all the States)
the Secretary shall caupe notice of'such determination to be published
in the Federal Register.

Explanation.-The proposed change to section 203(b) (1) (A) of H.R.
15119 is designed to assure-that there could be an extended benefit
period in all States for, at, least 13 consecutive weeks succeeding the
third week after the national "on", indicator. When there is a na-
tional recession extended benefits should be payable in all States.

Eligibility Period ,

Amendmwnt.--(c) 'For purposesqf this tit-le, an individual's eligi
bflity' period under the Stat law sha lst of the [week in his
benefit year Wich begin in an extended benefit period,te next
thirteen or fewer weeks whih begin in such extended benefit period]
12-nonth period immediately succeeding his last exhaustion of rights to
regular compensation under any State law or to compensation under
anu other Fideral law.
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pElanation.-The proposed change to section 203(c) of H.R. 15119
is designed to accommodate the recession benefit program to the
Federal sharing in the cost of regular State benefits in excess of 26
times an individual's weekly benefit amount.

National"On" and "Off" Indicators

Amendment.---(d) For purposes of this section-
(1) There is a national "on" indicator for a week if-

(A) for each of the three most recent calendar months
ending before such Week, the rate of insured unemployment
(seasonally adjusted) for all States equaled or exceeded 5
per centum (determined by reference to the average monthly
covered employment for, the first four of the most recent six
calendar quarters ending before the month in question), and

(B) the total number of claimants exhausting their rights
to regular compensation under all State laws' during the
period consisting of such. three months equaled or exceeded
1 per centum of average monthly covered employment
under all State laws for the first four of the most recent six
calendar quarters ending before the beginning of such period.

(2) There is a. national "off" indicator for a week if either-
(A) for the most recent calendar month ending before

such week the rate of insured unemployment (seasonally
adjusted) for all States was less than 5 per centum (deter-
mined by reference to the average monthly covered employ-
ment for the first four of the most recent six calendar quarters
ending before such month), or

(B)' paragraph (1)(B) was not satisfied with respect to
such week.

State "On" and "Off" Indicators

(e) For purposes of this section-
(1) There is a State "on" indicator for a week if the rate of

insured unemployment under the State law for the period cop-
sisting of such week and the immediately preceding twelve
week s-

(A) equaled or exceeded 120 per centum of the average of
such rates for the corresponding thirteen-week period ending
in each' of the preceding two calendar year, and

(B) equaled or exceeded 3 per century.(2) There is a State "off" indicator for a week if, for the period
consisting of such week and the immediately preceding twelve
weeks, either subparagraph (A) or subparagraph (B) of para.
graph (1) was not satisfied.

For purposes of this subsection, the rate of insured unemployment for
any 13-week period shall be determined by reference to the average
monthly covered employment uniter the State law for the 5rst four
of the most recent six calendar quarters ending before the lose of
such period.
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Rate of Insured Unemployment; Covered Employment

(f),(l) For purposes of subsections (d) and (e), the term "rate of
iltisrdd unemployment" means the percentage arrived at by dividing-

(A) the average weekly number of individuals filing claims for
weeks of unemployment with respect to the specified period, as
determined on the basis of the reports made by all State agencies
(or, in the case of subsection (e), by the State agency) to the
Secretary, by.

(B) the average monthly covered employment for the specified
period.

(2) Determinations under subsection (d) shall be made by the
Secretary in accordance with regulations prescribed by him.

(3) Determinations under subsection (e) shall be made by the State
agency in accordance with regulations prescribed by the Secretary..

COMPENSATION FOR LONO-TERM UNEMPLOYED'

,,0c..04. (a) Any State which provides regular compensation Xor an
individual for weeks of unemployement in a benefit year equal to more
than 26 times his weekly benefit amount shall be paid an amount equal
to %the compensation paid to each such individual in excess of 26 times his
weekly benefit amount but in no event more than 89 times his weekly
benefit amount.

SPECIAL ELIOIBILITY REQUIREMENTS

(b) (1) The State law. may provide that to be eligible for regular com-
pensation in excess of 26 times his weekly benefit amount an individual
must have had such additional employment or wages, or both, in his base
period as is specified in such law.

(2) The State law may provide that if, without good cause, an indivi!ual
refuses to take training to which he is referred by the State agency or leaves
t"aining to which he has been referred, or if he is terminated with cause,
he shall be disqualified from receivir g regular compensation in excess oJ
26 times his weekly benefit amountfor a period offrom I to 18 weeks from
the 'date of refusal leaving, or termination, as the case may be.

Expltnau .The proposed change would add a new section 204
to IYR. 15119. It provides for a 50-percent Federal financing of
regular State benefits beyond 26 times a worker's weekly benefit
amount but not to exceed 39 times such weekly benefit amount. The
option of providing such benefits, however, is left to the States. A
State. may require that to be eligible for such benefits an individual
must have had in his base period such additional employment or
wages, or both, as is specified in the State law. A State may also
require, with respect to such benefits, that an individual who, without
good cause, refuses to take training to which he is referred by the
State agency, or leaves such training, or is terminated for cause shall
be disqualified.
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PAYMENTS TO STATES

Amount Payable

Amendment.-SEc. C2041 205 (a)[(1)] There shall be paid to ;each
State an amount equal to Lone-half of] the sum of-

[(A) 1(1) the [sharable extended compensation, and
[(B) 1(2) one-hf the Isharable] regular compensation. as

provide' by secion 204(a) paid to individuals under the Statelaw,
(b) No payment shall be made to any State under this Csub]section

in respect of compensation for which the State is entitled to reimburse-
ment under the provisions of any Federal law other than this Act.

ESHARABLE EXTENDED COMPENSATION

L(b) For purposes of subsection (a) (1) (A), extended compensation
paid to an individual for weeks of unemployment in such individual's
eligibility period is sharable extended compensation to the extent
that the aggregate extended compensation paid to such individual
with respect to any benefit year does not exceed the smallest of the
amounts referred to in subparagraphs (A), (B), and (C) of section202(d) (1).

[SHARABLE REGULAR COMPENSATION

[(c) For purposes of subsection (a) (1) (B), regular compensation
paid to an individual for a week of unemployment is sharable regular
compensation-

[(1) if such week is in such individual's eligibility period
(determined under section 203(c)), and

[(2) to the extent that the sum of such compensation, plus
the regular compensation paid (or deemed paid) to him with
respect to prior weeks of unemployment in the benefit year,
exceeds twenty-six times (and does not exceed thirty-nine times)
the average weekly benefit amount (including allowances for
dependents) for weeks of total unemployment payable to such
individual under the State law in such benefit year.]

Exphnation.-The proposed changes to section 204 of H.R. 15119
(redesignated sec. 205) are designed to reflect the 100-percent Federal
financing of benefits paid during periods of high unemploymentand
the 50-percent Federal financing of regular State benefits beyond 26
times a worker's weekly benefit amount but not to exceed 39 times
such weekly benefit amount.

PAYMENT ON CALENDAR MONTH BASIS

t(d)] () There shall be paid to each State either in advance
or by way of reimbursement, as may be determined by the Secretary,
such sum as the Secretary estimates the State Will be entitled to
receive under this title for each calendar month, reduced or increased,
as the case may be, by any sum by which the Secretary finds thwt
his estimates for any prior calendar month. were greater or lesshaon
the amounts which should have been paid to the State. Such esti-
mates may be made upon the basis of such statistical, sampling,
or other method as may be agreed upon by the Secretary and the
State agency.
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Certification

C(e)J (d) The Secretary shall from time to time certify to the
Secretary of the Treasury for payment to each State the sums payable
to such State under this section. The Secretary of the Treasury
prior to audit or settlement by the General Accounting Office, shall
make payment to the State in accordance with such certification,
by transfers from the extended unemployment compensation account
to the account of such State in the unemployment trust fund.

DEFINITIONS

SEC. [2053 £06., For purposes of this title--
(1) The term "compensation" means cash benefits payable to

individuals with respect to their unemployment.
(2) The term "regular compensation" means compensation

payable to an individual under any State unemployment compen-
sation law (including compensation payable pursuant to title XV
of the Social Security Act), other than extended compensation
and additional compensation.

(3) The term "extended compensation" means compensation
(including additional compensation and compensation payable
pursuant to title XV of the Social Security Act) payable for weeks
of unemployment beginning in an extended benefit period to an
individual under those provisions of the State law which satisfy
the requirements of this title with respect to the payment of ex-
tended compensation.

(4) The term "additional compensation" means compensation
payable to exhaustees by reason of conditions of high unemploy-
ment or by reason of other special factors.

(5) the term "benefit year" means the benefit year as defined
in the applicable State law.

(6) Tle term "base period" means the base period as deter-
mined under applicable State law for the benefit year.

(7) The term "Secretary" means the Secretary of Labor of
the United States.

(8) The term "State" includes the District of Columbia and
the Commonwealth of Puerto Rico.

(9) The term "State agency" means the agency of the State
which administers its State law.

(10) The term "'State law" means the unemployment compen.
sation law of the State, approved by the Secretary under section
3304 of the Internal Revenue Code of 1954.

(11) The term "week" means a week as defined in the applicable
State law.

EXTENDED UNEMPLOYMENT COMPENSATION, ACCOUNT

Avmerd.s.- -Szc. [206] 207. (a) Title IX of the Scial Security
Act is amended by striking out section 905 and inserting in lieu thereof
the following new section:
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"EXTENDED UNEMPLOYMENT COMPENSATION
ACCOUNT

ESTABLISHMENT OF ACCOUNT

"SEC. 905. (4) There is hereby established in the Unemployment
Trust Fund an extended unemployment compensation account. For
the purposes provided for in section 904(e), such account shall be
maintained as a separate book account.

"Tran~sfers to Account

"(b) (1) The Secretary of the Treasury shall transfer (as of the close
of January [19683 1967 and each month thereafter), from the em-
ployment security administration account to the extended unem-
ployment compensation account established by subsection (a), an
amount determined by him to be equal to [16% per centum] three-
elvenh (except for 1968) of the amount by which-.

"(A) transfers to the employment security administration
account pursuant to section 901(b)(2) during such month, exceed

"(B) payments during,,such month from the employment
* security, administration account pursuant to section 901(b)(3)

and (d). The amount of transfer determined by the Seeretary for
each month oj 1968 shal be equal to one-sih of the amount by
Which transfers under paragraph (A) exceed payments underparagraph (B...

If for any such month the payments referred to in subparagraph (B)
exceed the transfers referred to in subparagraph (A), proper adjust-
ments shall be made in the amounts subsequently transferred."

ExpKanation.-The proposed changes are designed to adjust the
distribution of net FUTA revenue between administrative costs and
long-duration benefit costs in accordance with the changes in the tax
rate and taxable wage base.

For the taxable year 1967, the Federal tax rate and the distribution
of the revenue will be the same as provided in H.R. 15119 for that
year and succeeding years. That is, the Federal tax rate will be 3.3
percent, and the net rate will be 0.6 percent; of this amount, 0.1
percent, or one-sixth of collections during calendar year 1968, is
earmarked for financing the programs of benefits for long-duration
unemployment. The other five-sixths of the net receipts are available
for Federal and State administrative expenses, of the employment
security program.

For the taxable years beginning with 1968, however; the increase
in the taxable wage'base permits a decrease in the Federal tax rate to
3.25 percent and a decrease in the amount earmarked for administra-
tion to 0.4 percent. Thus, beginig with January 1969, three-
elevenths of. the net Federal collections is to be transferred to the
extended benefit account, and the ceiling on administrative grants to
the States 'is to be computed. on' the be.s' of eight-elevenths of net
receipts.

Amnmdmnt.-"(2) Whenover the Secretary Of the Treasury deter-
mines pursuant to section 901(f) that there is an excess in the employ-
ment security administration account as of the close of any fiscal year
beginning after June 30, 1967, there shall be transferred (as'of he
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beginnbig-'b0f the-succeediig' fiscal year) to the extended unemploy-
ment compensation account the total amount of such excess or so
much thereof as is required to increase the amount in the extended
unemployment compensation atco nt 'to -whichever of the following
is the greater:

1(A) E$500,000,0003 $1,000,000,000 or
"(B) the amount (determined by the Secretary of Labor and

certified by him to the Secretary of the Treasury) equal to [two-
tenths) four-tenthW of 1 per centumi of the total wages subject (deter-

mined without any imitation on amount) to contributions under
all State unemployxmtnt compensation laws for the calendar year
ending during the fiscal year for which the excess is determined."

Eplanation.-This proposed change :increases the ceiling on the
extended unemployment compensation account by doubling the re-
quirements in H.R. 15119. The provision for higher ceiling is neces-
=iy in view of the provision for full Federal financing ofrextended
benefits during extended benefit periods and shared Federal financing
of regular State benefits for weeks 27 through 39.

"Transfers to State Accounts

"(c) Amounts in the extended unemployment compensation fund
shall be available for transfer to the accounts of the States in the
unemployment trust fund as provided by section [204(e)] £05 of the
Federal-State Extended Unemployment Compensation Act of 1966.

"Transfers to Federal Unemployment Account

"(d) If the balance in the extended unemployment compensation
account as of 'the close of any fiscal year exceeds the greater of the
amounts referred to in subparagraphs (A) and (B) of subsection
(b) (2) the Secretary' of the Treasury shall transfer (as of the, close of
such Ascal year) f(rom such account to the Federal unemployment
account an amount equal to such excess. In applying section 902(b),
any amount transferred pursuant to this subsection as of the close of
any fiscal year shall be treated as an amount in the Federal unemploy-
ment account as of the close of such fiscal year.

"Advancqs to Extended Unemployment Compensation Account

"1(e), There are .hereby authorized to be appropriated to thie ex-L
tended unemployment compensation account, ,as repayable adVances
(without interest), such sums as may be ncsayto provide 'for the
transfers referred to in subsection (c)."

(b) (1P) Section 901(f) (3) of the Social Security Act is amended by
striking out "to the Federal' unemployment account".and inserting
in lieu thereof "to the extended unemployment compensation accOUnt,
to the Federal unemployment account, or both,".,

(2) Section 90(a) of such Act is amended by staking out "ti
total amount of such excess" and inserting in lieu hereof "the portionof such excess mining after the ap ication of section 905(b) (2)".

(3)' The seond sentence ofsectiWn 1203 of such Act isamenided 't-
read a follows: "Whenever, after the applicatioiu of section- 901(f)(3
with respect to the excess in the employment' security~a tration
account as of the close of any fiscal year, there remains any portion

20
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of such excess, so much of such remainder as does not exceed the
balances of advances made pursuant to section 905(e) or this section
shall be transferred to the general fund of the Treasury and shall be
credited against, and shah operate to reduce, first the balance of
advances under section 905(e) and then the balance of advances
under this section."

ArPROVAL OF STATE LAWS

SEc. [2073 208. Section 3304(a) of theInternal Revenue Code of
19$4 is amended by inserting after paragraph (10) (added by, section
121(a) of this Act) the following new paragraph:

1 "(11) extended compensation shall be payable as provided by
the Federal-State Extended Unemployment Compensation Act
of 1966; and".

EFFECTIVE DATES

SEc. [20812 09. (a) In applying section 203, no extended benefit
period may begin with a week beginning before January 1, 1969.

(b) Sections 204 and 205 shall apply with respect to weeks of
unemployment beginning after December 31 1968

(c) The amendment made by section [207j 208 shall apply to the
taxable year 1969 and taxable years thereafter.

TITLE II--FINANCING

INCREASE IN TAX RATE

Amendment.-Section 301 of the bill is amended to read as follows:
"(a) Section 3301 of the Internal Revenue Code (relating to rate of
tax under Federal Unemployment Tax Act) is amended-

"(i) by striking out 1961' and inserting in lieu thereof '1968'
"(2) by striking out '3.1 percent' in the first sentence and

inserting in lieu thereof '3.25 percent', and
'1"(3) b striking out the last two sentences [.j and substituting

theref-rthefollouing:
"'In the case of wages paid during the calendar year 1967, the rate

of such tax shall be 3.8 percent in lieu' of 3.1 percent.'" ' I
Explanation.-The proposed change wouldI provide that when

the wage base for the Federal unemployment tax is increased above
$3,000, the Federal tax rate will be reduced. The H.R. 15119 proposal
for a Federal unemployment tax rate of 3.3 percent for taxable year
1967 and thereafter would be limited to the taxable year 196 .

For the taxable year 1968 and subsequent years, when the a~ibunt of
wages ta able is more realistically related to wage levels, a Federal
unemployment tax rate of 3.25 percent will produce adequate revenue
to finance both the administrative costs and; the new programs of
extended benefits.

(fon the higher new wage base; administrative costs can be fintcniced
bya 0.4 percent tax rate. ",The new extended benefit programs-
Icnudingthe Federal sharing of one-half the cost :f aiy regular Stte
benefits n excess of 26 weeks fid the full Federal pament of extended
benefits in* period of high unemployment-could, it is estimtated, be
finance over a period of years at a tax rate of .i5 preent on the
recommended wage ase.
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INCREASE, IN WAGE BASE

Amendmet.--Section 302 of the bill is amended to read as follows:
"SEc. 302. (a) Effective with respect to remuneration paid, after

December 31, [1968] 1967, section 3306(b) (1) of the Internal Revenue
Code of 1954 is amended by striking out '$3,000' each place it appears
and inserting in lieu thereof ['$3,900'] '$5,600'.

"(b) Effective with respect to remuneration aid after December
31 [1971] 1970, section 3306(b)(1) ' of such Code (as, amended by
sUbsection (a)) is' amended by striking out ['$3,900'] '$5,600' each
place it appears and inserting in lieu thereof ['$4,200'1 '$6,600'."

Ezplanatin.-The proposal would provide a greater increase in the
taxable wage basb than is provided by HR. 15119 and would advance
the effective date of the changes. I I

The initial increase would be to $5,600, rather than to $3,900, and
it would be effective with respect to remuneration paid after Decem-
ber 31, 1967, rather than after Decemnber 31, 1968.

The second step, to $6,600 instead of $4,200, would be effective in
calendar year 1971 ratherthan 1972.

The increases in. H.R. 15119 are not large enough, nor do they be-
come effective soon enough. A substantial increase in the wage base
for both State and Federal taxes is needed promptly to provide ade-
quate revenue on. an equitable basis.

The $3,000limitation was added to the, unefriployMent compensa-
tion program in 1939 for the sole purpose of making it possible to sim-
plify employer reporting by using the same base for unemployment
taxes asfor OA DI. After the limit was added, 98 percent of wages in
covered employment were still taxable. In, the quarter century since
then, wages have' so increased that only about 53 percent of wages in
covered employment are taxable, and the wage base for OASDI has
been increased repeatedly to the present'level of $6,600.,'

The widening gap between wages subject to contributions and total
wages in covered employment bas contributed' to serioUs financial
problems and to inequities in the incidence of both State and Federal
taxes among covered employers., .

For State purposes,, a wage base realistically related td the wage
levels on which benefits are based is needed if the required revenue is
to be collected on! an equitable basis as! between employers. -In-
creasing the taxable wage base will, permit rates to reflect employer
experience more completely.

Federally, an increase in the wage base to $5,600 for 3 years and to
$6,600 thereafter will permit financing of both administrative costs
and more nearly adequate benefits for long-duration unemployment
at *, et tax rate of 0.55 percent, instead of the 0.6, percent proposed

H.R. 15119,.
Meoroer, even the 0.6 perceiit woud be inadequate in ashore time.

Program cost increases follow the increases in wage levels monie osely
than would the revenue increases on the limited wage bAse provided in
H.R, 15119. Iits firpt y0r, !969, the proposed $3,90, wage base
woulr reset. only 62 iieeet of, total wages in e emply 7

mentf aid the proportion wulddecease iw u4ing ye . s., .

Wo~~ :,ji 4q e su eig p
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Senator WILLIAMS. The committee will consider them, and I may be
for some of them; I may be against some, but there is a possibility that
the committee would not accept them. You realize that?

Secretary WIRz. Yes.
Senator WILLIAMS. And they may not accept the recommendations

in the House. If we get to that point, then we are confronted with
the question, Do we want the bill or don't we ? and I would like to have
the position of the administration.

Secretary WxRz. It is a perfectly proper question. I answer quite
candidly. I don't know at this point what the administration posi-
tion would be with respect to that.

Senator WILLIAMS. Will you furnish to the committee a recom-
mendation in that connection before the hearings close?

Secretary WnRTz. I would be hesitant about that, Senator. It as-
sumes a set of developments which probably isn't important, but it
seems to me very wrong. I would hesitate to 'be put in a position of
being asked what the administration position would be about some-
thing other than has already been determined on by the Senate.

Senator HARTKE. Will the Senator yield?
Senator WILLIAMS. Yes. But this is a possibility. It has hap-

pened in the House, and we in the Senate ofttimes get confronted
with that question. We did just the other day. There were many
features of a bill which I didn't like and many features which I did
like.

You have to weigh the good against the bad, and make a decision.
It is very unfortunate, and embarrassing sometimes, but we do have
to say yes or no. We are going to be confronted in the committee with
that choice, and of course, the administration would likewise. I don't
insist on the answer.

Secretary WmTz. I understand.
Senator WILLIAMS. But I think it is a proper question.
Senator HARTKx. Will the Senator yield?
Senator WILLIAMS. Sure.
Senator HARTKE. Let me ask you this in a different way. What

you are telling us, as I understand it, is what you think is right and
just what your recommendation is. • .

Secretary Wmz. And we have gone beyond that, Mr. Chairman,
to try to suggest a position which takes account of the conflicting
forces. . I

Senator HARTKE. By making account of the conflicting ideas. You
are not here bargaining with us as to what you can get.

Secretary WmTz. No.
Senator HARTK!. You are trying to tell us and give us the best ad-vice and let us make up our minds on the basis of that advice. We are

going to finally write the bill, and thei,"the only'luestion: is whether
thePresident will v eto it or not.

Secretary Wrnrz. That is right.
Senator IIA'rKE. Is that right Q I think thaf is fair. We put too

much emphasis sometimes with' due respect to'my dear friend, and I
know he is sincere, but we put toomuch emphasis on What the admin-
istration will be willing to accept. I think it is better for us to go ahead
and let you tell us what you think is right and give your reasons why
it is right. Then let somebody else come in, and if they want to dis-
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agree with that, let them give their reasons. We try to be just and
honest men, and we try to make a clear decision on the basis of the facts,
and let opinions and what druthers would be go by the wayside.

Secretary WmTz. That is right.
Senator WrLLIAMS. I want it to be clear that I wasn't asking the

Secretary as to his opinion whether the President would veto the bill.
I fully recognize that question would be improper.

I was asking the Secretary, in his capacity and knowledge of this
subject, whether, when the chips are down, whether he would rather
have this bill or have no bill. I have great respect for the responsibility
of the President, but I have equal respect for the Secretary, tha1 he
too has an opinion.

I think you understood the basis of the question. I wasn't pressing
for an answer, but it is one that we will be confronted with, and it is
one that you will be answering before it is over.

Senator HARTKE. Let me interrupt.
Secretary WIRTZ. The chairman has very properly, I think, de-

scribed my situation. As Secretary, all of these factors you refer to
are in there. Now if you were to ask my personal answer to your ques-
tion, Senator, I would have two reactions. One is that it is not worth
anything, therefore, why do you ask me in my personal capacity.

But, second, there wouldn't be much hesitation about the answer.
Senator WILLIAMS. I would appreciate having it, and it would be

worth a lot.
Senator HARTKF. Let me say to my distinguished' friend, the Secre-

tary, I hope that you 'do not assume the position of being a U.S. Sena-
tor, that you will just be the Secretary of Labor, and that you will
administer the law that we enact, to the best of your ability. Let us
use our judgment on what is right and what is wrong. We will try to
make the basis, if you will give us the facts, and that is what-we hope
you will do-

Secretary Wrnz. I appreciate your statement.
Senator HARTKE. If you want to give your personal opinions, that

is all right; I am not going to object to them, but we will consider
the source of all personal opinions and give them the weight to which
we think they are entitled. ' g

Secretary W -wrz. Thank you.
Senator WtLLTAMs. Now that the Secretary has decided to leave it

to the committee, and you are willing to accept our opinions, I have
no further questions, and I am delighted to leave it there. I thought
you would have some opinions, but since the acting chairman thinks
that you shouldn't express ainy opinions, why, I accept that.

Senator HATrKE. I didn't say he shouldn't express any, Let me
make itvery clear. He can express any opinions he wants to. All
I said was that the committee ought to have enough commonsense in
its own right to make a judgment on the basis fwhetherthe argu-
ment has good logic behind it, or whether the 6pifiions are not good.

I think we are off on a dispute, and I think it is a tactical play for
what is going to happen on the floor of the Senate later. We tre
goifig to say this is what the administration wants; this, the admin-
istration doesn't want. I am really not much concerned about that.

I am more concerned about What is going to be good for these people
who are working. I am interested,'in what happens to the man who

85,
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loses his job. That is what the Secretary should try to do in my
opinion, to try to tell us what is best, not alotle for the man who loses
a job, but for the country asa whole, and I hope he will do that. ;

Senator WIuzums. I don't think there was any dispute or misunder-
standing between the Secretary,, and myself, and Ithought we had
pretty well established our opinions until the acting chairman go in.
I think what you interpreted as a dispute was in reality a clear under-
standing of the Secretary himself asto his position on this.

-Senator HArmz. I did not want to let, it go by that it was a clear
understanding with this Senator.,because I want to know what is right
and what is just and what the facts are and what the conclusions are,
based on the facts, rather than upon some position as ito whether or
not the administration is willingor not willing to accept it. Let them
make up their minds after 'we make up our minds.' That, suits me
fine. I am willing to do that. r

The Senator from Illinois.
Senator Dunssm. At this juncture, Mr. Chairman, IPonly have.one

question.
Senator HAwmz. Maybe we can pass this bill out this afternoon.
Senator Dmsmei. Mr. Secretary, this bill had an overwhelming vote

in the House, 374 to 10., It had an overwhelming vote in the com-
mittee. I haven't talked with any House Members. I have not talked
with Chairman Mills., ...

It would occur to me, however, that the Hlouse would probably be
pretty well adamant, on. the position that they have taken in this par-
ticular bill, H.R. 15119, and if this went to conference, I don't knqw
just what the ultimateresult would be, assuming thtthe Senate en-
cumbered it with a good many amendments..

Secretary: WiRTz. Senator, I don't lnow the proprieties of the House
Wa s and Means Committee rules and, therefore, would be grateful
if the recrd here be in the end in accordance with those rules, but my
point, of course, is thqt on the key and critical issue, the House Ways
and Means Conmittee votewas 13 to. 12, ani I, think that probably

reflects the practical situation. ' " I ,
E verybody knows that we have got a real closely disputed isseein-

volved in this whole thing and I say I hope that the record, if this
violates any confidence, it does it only in a technical sense because this
is a practical answer to your point. It is a very close, question as to
what the standards ought to be ontheso key points.

Senator D n . Mr. RuttenbgKwa reported to have said thatif
something similar was, not approved in this session, that it eightt be
10 years-before you had any improvement in 'your unemployment
compensation sticture. Others are of the opinion that it p'robbly
wouldn't be that long, maybe 3 or 4 years. How fatal would it l" if
there was none?

Secretaryi w z.w If there was no change?•SenstorDm~asF : Yee ... ,,~;'+,,

Secretary WxmwZ. I tried to answer that earlier, Senator, in these
terms. A car, i, running well as far as the ecnomy is concerned.

Thereare a bunch of people that are left out. ,The question is whether
we have gotla jack in the backend:of the car, if we shouldhave flat
tire,. Now, that is about what it comes down to.

If fft'eeconiomy continues to run this way, then the casualties, are
going to be comparatively few, only 4 million. Well, I hate to say it
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that way because that is an awfully high number, but I suppose that a
hard answer to your question is that as long as things are going as well
as they are now, you measure the casualties in these comparatively
limited terms.

If there should be any disruption, then I don't know whether we
have got a decent jack in the car or not. That is about what it comes
down to, and I do know that we are moving at a time of high pros-
perity on the basis of an unemployment system worked out to meet the
desperations of the 1930's.

I do know that the unemployment among the kids is 15 percent, and
among the minority groups it is 7 to 8 percent. I know that 14 million
people last year lost some worktime. I know that unemployment in
the construction industry, which we think is so good, the industry in
general is, in some seasons of the year, up around 9 to 12 percent.

I know that in general we are doing real well, but that there are a
large number of people who are not, so I would have to answer your
question in those broad terms as to how important it is; but unemploy-
ment insurance benefits aren't the answer. Jobs are the only answer in
the long run. We still haven't got it made as far as that is concerned.

Senator MCCARTHY. Mr. Chairman.
Senator HARTKE. Senator McCarthy.
Senator MCCARTHY. Mr. Secretary, on the question of the extended

benefits recommendation which you tre making, what if the States
did not respond and failed to set up the 13-week program on a 50-50
basis? What would happen in a State which did not?

Secretary WIRTZ. On the details of this there is danger of mislead-
ing you, so I will ask Mr. Ruttenberg.

Senator MCCARTHY. What are your recommendations?
Mr. RU 'ENBERG. If the State does not pick up the voluntary meas-

ure of extending the benefits for the weeks from 27 to 39, nothing
would happen in that State until the National or State trigger went
into effect.

Senator MCCARTHY. It would be 13 weeks, then.
Mr. RrrENBFRO. Then, when the National or State trigger point

'was reached the other program, which would be under our proposal
100 percent federally financed, would come into being.

Senator MCCARTHY. But there would be a 13-week gap during
which the unemployed would not receive benefits?

Mr. RUTTNBERG. No. They would receive the extended benefit at
the point in time that the national trigger went into effect. Otherwise,
they would get only the State benefit program, so that if they got 26
weeks of regular benefits, and then it might be 6 months, it might
be a year, it might be a considerable length of time before unemploy-
ment became sufficiently serious to spark off and trigger the extended
benefit program.

But once the extended benefit program started, the individual would
begin to receive, as he is eligible, as he exhausts the State benefits,
he would then pick up the extended benefits. There wouldn't be a
,gap, in other woids.

Senator McCARTHY. Not necessarily.
Mr. RuI'rvBERG. No, there wouldn't be a gap.
Senator MCCARTHY. It would depend upon the trigger.
Mr. RUTrMNBERG. It would depend upon the trigger.

65-992-66-7
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Senator MCCARTHY. If it didn't trigger with the State, there would
be a gap for the industry.

Mr. RuvriFNBr If it didn't trigger.
Senator MCCARTIIY. Yes.
Mr. Rr7rrFNnnu. Then there would be it gap, yes; there would he

a gap for everybody, whether tlore was the in-between program or
not.

Senator MCCARTHIY. Does your recommendation for the triggering
device apply to the 50-50 State program or not?

Mr. RyU'rTENBmRO. No; the 50-50 State program would be on the
basis of the State's eligibility requirements.

Senator CURTIS. Mr. Chairman.
Senator HATK. The Senator from Nebraska.
Senator Curris. Would the triggering device change the tax paid

by the employer?
Secretary Wxwrz. No, sir.
Senator CITn'ris. Would the election by a State to avail themselves

of the additimal com pensation that is optional in the absence of a
triggering provision, change the tax paid by the employer?

Mr. R,[1,7 i'1r. Weil, with respect to the in-between program of
50-50 matching and State voluntary effort, to extend the program
from. the 27th to the 39th week, the State that did that would have
to collect their share of the 50-50 costs f rom the eml)loyer, yes.

Senator Cuwris. Would the rate charged by employer's change
Mr. Ru'mrnNn :s. The rate would not change necessarily.
Senator Cureas. Would the length of time they had to pay it

change?
Mr. RlTureNnuo. It would depend upon the experience; it would

depend upon. the total trust account of the St.te, as A ell as the individ-
nal employer accounts. Now, if that employs," had an experience in
which the workers will be drawing the 30th and 3654-h or 39th week of
unemployment benefit, yes, his rate would then go up.

Senator Cuwris. Now, tell me how much of a spread there is in the
rate of the tax between employers by reason of the experience rate?

Mr. R'Trr ENniiW. Yms; we can answer that very easily. Do you
have that book?

Senator CunTis. This one?
Mr. RUvr TEII~o. Yes. If you would turn to page 47, I think you

would get a very clear picture of that, Senator. If you will look at
the last two columns, tle 1965 rates, minimum verus maxinum, the
State of Alabama, the-well, take your own State of Nebraska. The
variation would run from 0.1 to 2.7, if you follow that over to the last
two columns.

Senator Cukiris. That is the minimum and the maximum. Take
the State of Ndbraska where it runs from 0.1 to 2.7 percent; do you
know what the average would be?

Mr. NORWOOD. The previous table would show that. It is on page
46. It is table 30. For 1966, it is 1 percent on the taxable wage base,
which is $3 000 in Nebraska, and it would figure, at 0.5 percent of the
tote.! payroll.

Senator Curnrs. That is the average.
Mr. NoRwooD. Yes, sir.
Senator CunTris. One-half of I percent.
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Mr. NoRwoo. As a percent of total payroll ; yes, si-.
Senator CuwRis. As the percent of total payroll. That doesn't. give

me anything, because the totil payroll ilu ides tile executives 1 andin-
cludes all the people whose wages are abvo $3,000.

See-retary Wrz. That is right. That is a different. point.. Your
question wais as to what is the average rate.

Senator CURTIS. 0)1 the preseInt base.
S(Tretary Wnrz. Do you have that?
Mr. G(ooDvw1N. That is 1 percent.
Senator CURTIS. One percent.
Senator WIJAA s. That 1 percent is in addition to the 4.
Secretary WirTrz. To the 0.4, isn't it?
Mr. Nonwoo. Yes.
Senator Curxs. In addition to the 0.4.
Secretary WurTz. That is right.
Senator CuRTIS. The 0.4 going to the Federal Government.
Secretary WIRTZ. Tile Feera1 Government.
Senator CurnTis. So the average employer now in Nebraska is paying

1.4 percent.
Secretary Virrz. That is correct. The 0.4 percent goes to the Fed-

oral Government, Senator. You will understand it goes to the Federal
Government, then back through the trust fund to the States for all the
administrative costs of their programs.

Senator CUrTIS. Yes. That is for what year?
Secretary Wuiiz. Administration.
Senator CURTIS. This 1.4, which is the average in Nebraska, is for

what year?
Mr. NOrwooD. That is the current year, 1966 estimate.
Senator CuRns. Under current law. Now, il we applied the bill

as introduced in the Senate, S. 1991, back to the current year for
Nebraska, what would the average employer's tax be?

Mr. NonwooD. The estimate of the additional cost that was origi-
nally suggested was 33 percent. That would be the raise in the cost.
The tax rte might not vary directly with the cost increase because of
the condition of the Nebraska fund. But over the long pull, that cost
would have to be financed.

Senator Cuwrs. So, if we enacted the Senate bill, it would be 1.9.
Secretary Wwmr. About 1.9.
Mr. NorwooD. This is added to the State portion we were discuss-

ing, the 33 percent that I was mentioning was the additional impact
on the State cost, so that this would be applicable to your 1 percent we
were discussing.

Senator Curats. So it would make it 1.7.
Mr. NORWOOD. Overall?
Senator CuxTis. Yes. Now, what would be the rate applied back to

1966 on the average employer in Nebraska, if the House bill became
law?

Mr. NorwooD. The 1 percent would be left virtually touched.
The four-tenths would be increased to six-tenths but on a higher lttse.

Senator CuRTis. It, would be 1.6.
Mr. NoRwooD, Yes.
Senator WILLtAMS. Will the Senator yield ?
Senator CURTIS. Only 1 percent difference for the average employer

in Nebraska between the House bill and the administration proposal?
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Senator WIrLLAM[S. Would the Senator yield? There would be this
difference, would there not? The )resent rate is on $3,000.

Secretary WIRnTz. That is correct.
Senator WLAAArs. And the increase of one-tenth of 1 percent may

sound small, but you have increased your base from $3,000 to $6,600
under the administration bill.

Secretary WI'rz. That is right.
Senator WILT.%A5Ts. So it wolild b)e Inore than 111dolle.
Senator Ci''ris. low incli is the increase under the I Lous;e bill?
Secretary Wiurz. From $3,000 to $3,900, then, lip to $4,200 biter.
Senator 'CURTIS. So, while now the average einployer, ii Nebraska,

is paying-I1.4 on $3,000-
Se'c,retary IVWIrz. That is right.
Senator Cuirs. Under Ile administration l)roposal, lie wolild pay

1.7 ultimately on $6,600.
Sec 'etary U'IurTZ. That is correct.
Senaitor'Cui'rris. And inder the IlToust'-passed bill he would pay 1.6

on $3,900.
Mr. It 'TT.N BEAM. $3,900 al, tilt-imately, $1-,200 in 1972. But, Sen-

ator Curtis, one point we might make. It isn't quite fair to say thatyou p~ay the 1.7 011 tihe $6,600. '[hle (cost to tihe State or to tih' employer
might I much less than 1.7 on $6,600, so that the rate miglit, go down
to 1.5 or even 1.4 or 1.3 on he $6,600. This becomes a very com-
plicated balance for determination within the State, but it is quite clear
that if the wage base went to $6,600, the total tax would no be 1.7 but
would be less.

Senator CurTis. Under the administration bill, what would be the
immediate increase of the base from $3,000 to $5,600?

Mr. RIUTr- NERo. $5,600 for taxable year 1967, under S. 1991.
Senator CURTIS. So $3,000 at 1.4 would be $42 per employee, and

$5,600 at 1.7, according to my figures would he $95.20.
Secretary WmITZ. It would depend on what had happened to the

State fund' and to the experience rating as far as that individual em-
ployed is concerned.

Senator CURTIS. Now, when you talk about averages, is that an
average for employers or an average based on the employees? There
may be someone with a very poor experience rating only employing
15 or i0 people. There might be a large concern employing thousands,
such as the Telephone Co., that has low unemployment. How do you
arrive at the average?

Secretary. WIRTZ. On the average employer contribution rate; that
would answer your question.

Senator C[TrlTIs. To you average employers rather than employees.
Secretary WIRTZ. That is correct.
Mr. GooDWiN. Right.
Senator Ctis. So when an employer with 20 employees is paying

a very high rate, and an employer with 5,000 employees is paying a
very low rate, you take the 2 rates and add them together and divide
by 2 and say that is the average; is that right?

Mr. NorwooD. No, sir. It is the tax rate on the total taxable wage
in any State. It is a weighted average. It is not a simple averaging
of the number of employers and their rate.

Senator CURTIS. How is it weighted ?
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Mr. NoRwooD. In terms of their payroll. The rate that is given
here is the average rate that is paid on payroll by all employers.

Mr. Ru'VrENBE1G. It might be fair to say, Senator Curtis, that it is
just as much on the employees as it is on the employers, because the
employees are the ones who receive the payroll that the employer pays
and it is on the basis of the payroll that we make a calculation.

Senator VILLIAMus. There is a misunderstanding that has developed
in answer to a previous question, when Senator Curtis was told that
it was the average of the employers. In reality, if you are using the
wage base you are really averaging the employees, are you not?

Senator CURTIS. It comes nearer to that.
Senator ILIrAMfS. It comes nearer to being that.
Mr. RIU'rr':NiiEiim. Because it is the employees you are talking about.
S senator CURTis. None of these bills do anything for anyone who

has never had a job, do they ?
Secretary VIRTZ. No.
Senator CEnTrS. I have had my attention called to a case here in

the Distxict of Columbia, of a young lady, a member of the minority
group, a very fine individual, and a good student of good character.
Both of her parents work and are going to try to send her to college
this fall. She had read about jobs for youth here in the city of
Washington.

She aj)j)lied and was turned down because she was not a juvenile
delinquent.

Secretary Wnrrz. I would like her name, Senator, because from
what you say-

Senator CuRTIS. Not turned down by private employers, but some
of this Government-promoted employment.

Secretary WIITZ. Because she is not a juvenile delinquent?
Senator CUrIs. Because she is not a juvenile delinquent.
Secretary WIRTZ. Well, that would come very squarely, if I under.

stand you-
Senator CUR'Is. I don't think it would come under your Depart.

ment..
Secretary WIRTZ. I believe that the Neighborhood Youth Corps-

what is her age?
Senator CuRTIS. I would guess 17 or 18, just graduated from high

school.
Secretary WIRTZ. And the income, what is the family income?
Senator CURTIS. The father's income, I think, was less than $4,000

and the mother works as a domestic.
Secretary WIRTZ. It may be that the family income takes her outside

the coverage of the Neighborhood Youth Corps program, and on that
I just can't tell. But, regardless of those, any suggestion that anybody
has been turned down because she is not a juvenile delinquent would
warrant the most careful attention. With all due respect, I can't
believe that that action would be taken, and would appreciate greatly
the opportunity to follow it up in terms of its facts and her name.

Senator CuwRns. I will consult. with them and see.
Secretary WIRTZ. Fine.
Senator CURTIS. The original proposal had a provision for extended

benefits after the required 26 weeks. How does the present proposal
modify it?
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Mr. RUTNBiRO. The proposal in S. 1991 would have provided for
benefits to be paid to individuals who had long-term attachment to
the labor force, such as work experience in 78 weeks of the previous
156 weeks, in other words, a year an a half worked in the previous 3
years. If they met that qualification, then they would have been
eligible under S. 1991 for the extended benefit program.

Senator CuRTs. At whose expense?
Mr. Ru~'ENBFGRo. That would have been 100 percent Federal, with

half of it being paid by the employer tax and one-half being paid out
of general revenue. In other words, it would come from the employer,
the Federal part of the employer tax, by increasing it 0.15 percent
under S. 1991.

Senator CURns. But it all originates federally.
Mr. RUnrENBERG. Yes; any tax under the Federal Unemployment

Tax Act does.
Senator CURT. To that extent, it would federalize our employment

system, because for the first time you would be collecting a tax on
employers to give benefits. At the present time, in reality all you
are doing is collecting and administering it, isn't that right?

Mr. RUTrNBFiIG. Well, during the period of 1961 there was a
temporary unemployment compensation program which the Congress
enacted, which was federally financed, as was a similar one I guess in
1958-1958 and 1961.

Senator CuRTms. Now, What is your proposal for the extended
benefits?

Mr. J3 UTrENBERG. Our current proposal that is in the testimony of
the Secretary today provides a voluntary effort on the part of the
States to increase duration beyond the 26-week, and if they voluntarily
do that by Stale law, 50 percent of that cost would be borne by the
Federal employer tax. Fifty percent of it would be borne then by
the employer tax within the State.

Senator CuRrs. Would that mean a new employer tax?
Mr. RUrIEwiBERO. No.
Senator CURTIs. Federally?
Mr. RuTrENBER.. No. flhat is what the Secretary meant earlier

when he said it was hard to calculate what the final rate of tax would
be on the wage base, because we would have to know what provision
the Congress was going to enact on extended benefits to determine how
much the cost would be.,

Senator CURTIs. I don't want to prolong this, but I want to get it
clear in my mind. At the present time the employer pays a Federal
unemployment tax that goes to pay benefits.

Secretary WIRTz. They'do not. .-
Senator CUrTins. They do not, but under what you are proposing

today, they will.
Secretary WIRTZ. That is correct.
Senator CuRis.' Do you know how much that would be?,
Mr. RUTTRBEIG. Under the House bill it is 0.10, one-tenth of 1

percent.
Senator Curris. Under the administration's original proposal, what

would it be?
Secretary WIRTZ. Point one five'.
Senator CuRs. Point one five; and under what you are recom-

mending today, what would it be?
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Secretary WiRTz. It would be the same, 0.15, Senator, but as a prac-
tical matter until we know what base we are talking about, our
answer is a sort of incomplete answer, on the assumptions we are mak-
ing about the base, it would be the 0.15.

Senator CURTIS. In general, has the present system of State unem-
ployment compensation programs worked well?

Secretary Wmrz. There are 4 million people out of work today.
Eighty out of every hundred are getting no unemployment insurance,
:and the answer to your question depends a little on how to evaluate the
kind of question you are very properly putting; or put earlier, about
this girl to whom you refer. I would answer no, that it is not working
sufficiently and satisfactorily, and that too many people are being
left out.

Senator CURTIS. Let me put my question this way. Among the peo-
ple who are covered, is our present State system working all right?

Secretary WiRTz. No -I think not.
Senator CuTIs. In what way is the system deficient?
Secretary Wirrz. Oh, the fact that 60 percent of the men are get-

ting less than 50 percent of even their own salaries when they are out
of work would seem to me the worst deficiency in the present system.

Senator Curris. Do you feel there are any abuses in qualifying and
drawing unemployment compensation?

Secretary Wnrrz. Both the Senate bill and the House bill propose
the elimination of the double dip abuse, which seems to us among the
most serious.

I think, probably, beyond that, Senator, the worst problems arise in
connection with the administration of the availability rule. I am
afraid that there are some situations in which there are payments made
to somebody despite the fact that the individual has declined to take
work which is available. I think a practical answer to your question
is that that is the worst abuse situation.

Senator WLLAmS. Would you yield?
Senator CURTIS. Are there a few cases where someone avails himself

of the benefits, but his performance isn't quite up to what it could be?
Secretary Wwrrz. I am not sure I understand that question.
Senator Cuirrs. At the present time are there any situations where

an employee, knowing that if he is laid off he gets a certain period of
unemployment compensation, might do something which is not . gross
violation of any law but would result in his being laid off?

Secretary WIRTZ. The question is, does any in ividual in the coun-
try of the 200 million peole--.

Senator Cuirs. I mean, is the number significant enough to be a
problem?

Secretary WuRZ.- I thing it is not, and appreciate the question in that
form. I am sure there is an occasional abuse. I think that it is not
a significant problem.

Senator CVJ9TIS. Unemployment compensation is tax-free, isn't it?
Secretary WnTz. Yes, it is tax-free.
Senator CumRns. And, of course, the person who draws it does not

have certain expenses, as he does when working, such as for clothes and
transportation to and from work. Now, is there a point-I am not
suggesting that it is in this bill-is there a point where unemployment
compensation might be more attractive to some people than work ?
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Secretary WIRTZ. Yes, sir; there would be such a point.
Senator Cuitxs. You do not think it is reached in this administra-

tion proposal?
Secretary WIRTZ. I think very strongly that it is not.
Senator CuRTIs. I an not going to ask you to try to fix it. Do you

think it would be sound public policy for the Government to ever ap-
proach the point where it is more profitable or nearly so to be unein-
ployed than to be employed ?

Secretary WIRTz. Are we talking about a person who has what it
takes to work?

Senator C TIs. Yes.
Secretary WIRTZ. We are setting aside that unfortunate group of so-

ciety which just doesn't have what it takes.
Senator CuRTIS. That is right.
Secretary WIRTZ. And now your question would be wlhelher dhe

Government should ever approach-
Senator CuRTiS. In lengthened amount of benefits, something that

would be a temptation for someone to prefer to be unemployed than to
be employed.

Secretary WIRTZ. I think we should always have our guard up
against that. I think we are far short of that area when we are talking
about this 50 percent kind of rule.

There just aren't many people for whom it makes sense to do the kind
of thing you and I are talking about now, when the price of doing it is
going to be that they get 50 percent or less of their normal earnings.

Senator WI.IAMS. Would the Senator yield at that point?
Senator CuRtis. Yes.
Senator WILLIAMS. In connection with the abuses, and this may have

been corrected, but my attention was called sometime back to the fact
that many of our major companies, and perhaps in Government, too,
as their employers reached retirement and are going off the payrolls,
public payrolls anyway, they are told by the employer, "In addiction to
your retirement, you go down to the unemployment office and start
picking up your checks." They could very easily show because that
at age 65, other companies don't hire them, so they could draw their
unemployment insurance as well as their retirement, and this is being
pointed out as one of the benefits of retirement. Is that still per-
missible, and is it a problem ?

Secretary Wurrz. As you have stated, there would le no State, I
think, which automatically makes such provision. Every person that
we come to in this area has got to be qualified in terms of availability
for work.

It would be an abuse of the administrative system. Now, there are
some States, which will permit and do permit--we can give you that
number -the payment of unemployment insurance benefits in a situa-
tion in which an individual has retired is receiving retirement benefits,
is looking for work, and is unable to And that kind of work. , It is 33
States which reduce benefit payments if the claimant receives a pension
from the employer and 19 which don't. I'll. .: : -...

Senator WILLiAMS. Then, do I understand that that is not provided
for or excluded under this bill, but it is primarily a State problem ?

Secretary WiRTZ., That is correct,
Senator WxLIAMs. It could be.. I know that it has been suggested,.

in fact it was suggested in my own State that this was rather prevalent,
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and the word is being passed down by many companies that the em-
ployees should just go on down to get. it and several were amazed.
Other companies, and most companies oI)ertite on the same basis, are
not offering employment to that 65-year old man.

Secretary WitTZ. This gets us into another area.
Senator WILLAMs.. At least a comparable job.
Secretary WIRTZ. That, we don't mean to get into. I think we

have got a lot of new thinking to do about our older worker situation.
The fact that an older worker continues to get this kind of coverage
under this law doesn't bother me, frankly. I say I think We have
gotten into some bad thought habits about the older worker.

.Senator WILLIAMS. That is the reason I am asking do you think
then it is not an abuse but it is a l)ractice that as these workers retire
Government workers or otherwise, that if they can's get a comparable
job in another plant, why that they shouldbe able to draw this
insurance ?

Secretary WnTZ. If they are available for work.
Senator WNILLAMS. If they are available.
Secretary WiITz. And' they want to work and they are trying to

work and can't get the work, yes, then I think they are entitleI to the
'benefits that they built up: - I '"

Senator WILIJIAMS. And even if they are only available for a similar
jot)to that which they had.

Secretary WutTZ."That presents a special problem. No, I begin
to draw back on the answer to that. I think that, the fact of retire-

'nt, might very possibly be from retirement of a high executive posi-
tion, and I would not apply that rule in that way..

I I should make it quite -elear that I am talking without authority
because as we have recognized here it is a matter which is up to the
States, and which this law doesn't cover at all. But, I would think
that tie right rule, if we were sculpturing the rule for the future
there, Senator, would require a different test of comparable work
from what you apply in the other kind of situation. I don't believe
that a $35,000 or $40,000 a year man retiring would be entitled to un-
em1 loyment insurance just because he couhln't find another $35,000
or $40,000 a. year job.

Senator WimLuAMts. T'1hat is the question because this has been men-
tioned. This is a problem, maybe not much in money but it does have
a tendency to discredit the system.

Secretary NN Wrz. That, is right.
Senator WILIAMs. Thank you.
Senator CTRwris. Here again I am speaking in general terms. It

is not the purpose of unemployment (om sensation to be the answer
for chronic or long-term unempipoymnent : is it ?

Secretary WIRrz. It. depends ;i little on the definition of terms. I
think in terms of the question you have in mind, the answer is "No."
As it stands now, there are very few States that go beyond 26 weeks.
Ten go beyond the 26-week period. Only 1 goes beyond 36.

Senator" CURTis. What I am trying to illustrate is that there are
other agencies of Government and other programs that'have certain
re ponsibilitieq.

Secretary Wrwz. yes.' Thley aren't very well developed yet. I
am sure that the longer range answer should not place on the employ-

.95
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ment relationship, Senator, that limitless longrun burden. It becomes
a matter of hard econoniics, and whether we should pay as taxpayers
or as customers for the burden of chronic unemployment I think in-
volves a question of balance.

My own view is that we have placed about as much burden on the
employment relationship as we can, and that that long range beyond
a certain period should not go on the employer.

Senator CURTis. In other words, unemployment compensation pays
a benefit to an individual who may have considerable property in his
own right, he might have been well paid, and might have not experi-
enced a period of unemployment for years. I am not criticizing the
system. I am pointing out that it is complex und there are other
parts of our Government that have responsibility.

By the same token, a person lacking considerable training, who is
somewhat handicapped or otherwise, tries a job for a little while and
i-t is the only job he has ever had in his life and he can't hack it and
he has to stop after just a short attempt at it. It is some other depart-
ment of Government under the present setup that carries the responsi-
bility to do what ever the Government can do for him; is that right?

Secretary WnITZ. That is correct.
Senator CURTIs. And unemployment compensation is something for

people who have bad a chance to be employed and there is no income
or property or needs test applied whatever.

Secretary Wn Tz. That is right.
Senator uURTs. That is all.
Senator HARTKE. The Senator from Illinois, Senator Douglas.
Senator DouGLAs. I regret that I have not been able to be here for

much of the hearing because I was required to be at the markup of
the housing bill.

Your thesis as I understand it is that on extended unemployment,
this is not the fault of any one particular industry, but is the result
of the financial economic operations of the system as a whole, and that,
therefore, the industries which suffered heavy unemployment in the
past, the durable goods industries, should not be compelled -to bear the
burden. That it is simply not their fault, that it has occurred in a
factory outside the industry; is that right?

Secretary WIRTZ. Yes, beyond a certain period.
Senator DOUGLAS. This is precisely the principle for which I con-

tended when the original act was drawn in 1935, and if it had not
been for the Department of Labor at that time we might have had it.
But the Department of Labor then insisted on the doctrine of indi-
vidual responsibility.

I think this was the crucial turningpoint in the system, and that 30
years background rises to haunt us. Press Commons was 'a noble man,.
a great teacher, and u 'great reformer. He got the idea of a parallel-
ism between workmen's compensation and unemployment, and said
that we should make unemployment a burden upon the individual em-
ployer who would then have -an incentive to reduce unemployment.

this is completely in applicable 'in cyclical unemployment. The
incidence falls on the particular industry, but the causes are way out
side the monetary andbanking system, so I welcome this change of
heart on the part of the Labor Department. It is 31 years too late,
Mr. Wirtz, but I am very glad that as an Illinois man you are cor-
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recting some of the mistakes made by the gentleman from the State
to the north of us.

Senator HARnTK. Anything else?
Senator DOUGLAs. That is all. I have been waiting to say this for

over 30 years.
Senator HARTKE. I want to ask you a technical question, Mr. Secre-

tary, which is involved in the Housebill on page 9. I don't know who
should answer this. This deals with students engaged in work-study
programs.

Under section 105 it provides for a new paragraph, subparagraph
C, which says:

Services performed by an individual who is enrolled at an educational Institu.
tion within the meaning of section 151(e) (4) as a student in a full-time program
taken for credit at such institution which combines academic Instrwction with
work experience, if such institution has certified to the employer that such service
is an integral part of such program.

Now in the House report they deal with this section at the bottom
of page 37, in which they make this statement:

Although such service need not tie in directy to the academic instruction Mor-
tion of the program, it must constitute part or all of the required work experi-
ence portion of the program and the institution must certify to the employer
that the service is an integral part of that program.

It then says this:
This new exclusion does not apply to employee, educational, or training pro-

grams run by or for an employer or group of employers.

Now, what I would like to know is whether or not this exclusion for
the work-study programs on page 9 of the House bill does apply to an
educational institution like the General Motors Institute, whether in
your opinion it does or does not apply as written.

secretary WIRTz. Whether the exclusion applies?
Senator HARTKE. Whether the exclusion applies, that is right.
Secretary WIRTZ. That came in, and we thought very properly came

in in the House committee itself. I would think it was not intended
from that legislative history to apply to -that situation.

Senator HARTKE. In other words, the exclusion was not intended to
apply.

Secretary WuiTz. That is correct.
Senator HARTRE. And in your opinion should it?
Secretary.WTz. Well, I would assume not. That would be my

present opinion.
Senator HARTKE. If you have any other comments upon that, I

would be alad to have them for the record.
(The allowing comment was subsequently received from the

Department of Labor:)
Language to assure that the provision carries out its stated intent is included

In the amendments to H.R. 15119 which the Department of Labor has
recommended. (See p. 61.)

Secretary WiRTz. All right.
Senator HARTRE. Because I think this is just a question of clarifica-

tion of intention here of what should be done, and it is not a question
necessarily at this point expressing any opinion.

Secretary Wntiz. All right.
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Senator HARTKE. One thing that always ,concerns me, and I think
concerns t), lot of us here, is this constant thought and sort of a fei)r
that somehow or another unemployment compensation will be a way
of life.

Do you have any recommendations as to what can be done in order
to discourage that idea?

Secretary WUITZ. Well, constant awareness of it doesn't give you
much of an answer. There is in this bill, Mr. Chairman,. a strong
emphasis on the improvement-in this bill and in others presently be-
fore the Senate having to do with the employment- service--strong
emphasis on the improvement of the administration :of these pro-
grams at both the Federal and the State levels, and I believe that in
practical terms, my answer to your question would be related to those
provisions.

I believe that anybody who works closely with this kind of legisla-
tion at, the center of it, legislatively or administratively, is thoroughly
aware of the problem to which you refer. I am not sure that that
awareness goes far enough through the organizations always. There-
fore, I would find in the provisions in S. 1991 and in the other legisla-
tion before the Congress, provisions for improved administration, for
additional research and that kind of thing as the best answer I know
to this problem. It is not One that lends itself to absolutes.

Senator HARTKE. Let me come back to another factual situation,
and this is one.which I personally had a chance to observe during the
Studebaker crisis, which was very severe in my home State-

Secretary WIRTZ. Yes.
Senator HAkrKE. And which is a national example of difficulty in

a period of relative high prosperity throughout the country. There
are work-study programs which were instituted as you well know
and for which I compliment you, in South Bend, which have changed
the hearts of some of those people about some of these Federal pro-
grams, by the way.

There is a work-study program there, and there is a young fellow
there with four children. I think he was either 29 or 30 years of age.
He was receiving certain paymentbenefits in the retraining program,
but he had an opportunity in the middle of this program to go and
take another job from which lie could receive I think $2 an hour,-which
gave him on a 40-hour work week $80. What was the payment, about
$37 under the retraining program?

Secretary WIRTz. $36 maximum.
Senator 'UARTrE. So I asked him, I said "Truthfully and honestly,

you came out of Studebaker with no qualifications other than what
you were doing for them, and there just aren't any jobs like that.
Why would you give up this chance which is being provided for you
now for long-time: opportunity and security in employment instead
of this temporary job which most certainly is going to end up in noth-
ing for the long range."

He said, "Let me say to you, sir, I have four children and a wife.
You try living on $3,7 and I dont think you will ask that question
again."

Now, is there anything in this program that would make it possible
to encourage these people to stay on these retraining programs?

Secretary WIRTZ. We have done two or three things. First, since
that South Bend period, the Manpower Development and Training
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Act has been amended to add the dependent allowances to the training
allowance. That would help a little. It wouldn't help enough.

The bills presently before us, both S. 1991 and II.R. 15119, do pro-
vide for getting rid of this horrible situation in some States where you
lose your eligibility for unemployment insurance, if you turn down an
offer of the kind that you are talking about: that is, if you refuse a
job while you are taking training approved by the agency. That is
c.orrectedl here. That still stops short of the real answer to your ques-
tion. And the truth of the matter is that the training allowances
would still, in the case we are talking about, fall about $35 short of his
need, and the answer really to your question is no, there is nothing
which adequately meets that problem. However, if the worker was
entitled to unemployment compensation, the benefit standards we pro-
pose could give him more adequate benefits. Even if he were not, the
MD TA training allowance, since it is based on the average unemploy-
ient compensation payment in the State, would similarly be more ade-
quate.

Senator HARTKE. If you come up with any ideas on that, I would
like to know; I will be interested in tryinj to help develop them,
because I think this is a very, vcy d:icult problem. I think that it
what we are dealing with here.

Secretary WIRTZ. I do want to make clear, Senator, that since your
case, the amendments to the MDTA do add $5 per dependent.

Senator I-IARTKE. That helps some.
Secretary WIRTz. Yes.
Senator HAirxE. But, I don't know if that helps enough either. I

don't know that it does.
Let me ask a question here that was raised. I think there constantly

seems to be this conflict in basic approaches. That is whether you are
going to adopt a federalized program overall or whether you are going
to l)ermit the States to continue to operate these programs. Can you
just briefly tell me what the benefits were under the program in 1958
for supplemental payments, and in the 1961 recession period. I don't
want you to go into great detail. Just benefit amounts and -

Mr. GooDWix. They were based upon the individual receiving, in
terms of duration, 50 percent of what he had received from the State,
and he would receive in benefit amount the same amount that he was
entitled to under the regular State program.

Secretary WIRTZ. Fifty percent in terms of length of benefit.
Mr. GOODWIN. Length of benefits, yes.
Senator HARTKE. Those programs in 1958 instituted for the reces-

sion then and in 1961 were identical for all intents and purposes.
Mr. GOODWIN. On this particular point?
Senator HARTKE. Yes.
Mr. GoODWIN. They were.
Senator HARTKE. Who paid the bill?
Mr. GooDwIN. Well, in one case the Federal Government paid the

bill.
Senator HARTKE. Which is the one case you mean?
Mr. GoODWIN. Pardon? That is TEVC.
Senator HARTKE. Let's identify one case. What is the one case
Mr. GOODWIN. The 1961 program.
Senator HARTKE. In 1961 what happened?
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Secretary WIRTz. Well, in absolute terms I don't suppose. In re-
lative ternls yes. .

Senator DOUGLAS. The relationship to the cost of living.
Secretary WIRTZ. Thatis correct.
Senator HAETi. That is what I am speaking about. In other

words, in relation to the cost of living, of how he has to live and his
general standard of living, he suffers greater now than he did during
the time when we first experimented with this program.

Secretary WIRTz. Yes, I think so.
Senator DOUGLAS. Assuming no more reserves.
Senator HARTUB. That is right.
Secretary WIRTZ. Yes.
Senator HARTKE. If he had i eserves that is good, that is fine.
Senator DOUGLAS. Yes.
Senator HARTKE. But, that is not due to the law.
Senator DOUGLAS. That is right.
Senator HAIITEE. The law has just failed to keep pace. This is

what I am trying to bring out. I would like to point out that Mr. Mar-
tin Gronvold-I don't know who he is, I have never met the gentle-
man-Unemployment Compensation Division of North Dakota, points
out that although something is done along the line, and that their State
has taken steps, they are not lagging behind in benefits, and unless
there is some type of overall approach to making some uniformity
throughout the Nation, that they will have to cut back.

Secretary WIRTZ. That is rigit.
Senator HARTKE. In other words, unless something is done along

the lines which are being suggested here today, of a material benefit
to raise the actual percentage of benefits which are received, the
amount of the benefits received, then those States which have been
progressive enough to try to meet this problem on a local level will
find that in order to be competitive with other States they are going
to have to turn the clock back.

Secretary WiRTz. That is still right, and this is why, Senator, we
are just so hopeful that there won't be just some easy settling on
H.R. 15119, because if there is, it will leave out all that you are talking
about here.

Senator HARTKE. Then I would like to come back to the difference
in the duration proposal, and I was hoping that the Senator from
Delaware would huve stayed, because I wanted to take that quotation
which is made by Mr. Rosbrow of the Delaware Employment Com-
mission, and he testified that:

We in Delaware have had our share of casualties due to technological change.
Garment plants, paper equipment manufacturing, a steel fabricating plant, iron
works, in our generally prosperous State. The toll, not men in between Jobs, but
men in new occupations and new opportunities to utilize skills required and
sharpened over decades of conscientious effort. Neither, the State of Delaware
nor its employers-

And I think this is an important factor-
Neither the State of Delaware nor its employers are responsible for the changes
of this nature.

This is a factor which we must take into consideration.
We believe it appropriate that unemployment of this type extend beyond 26

weeks. The Government of the United States should step in to meet some of the
cost of a national phenomenon.
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I wanted to get that statement in this testimony early before we go
off into those other tangents.

Is there at the present time a tendency on the part of the States to
be fearful that their funds may become insolvent, and, therefore, that
they hesitate, and frequently say that "We do not want to increase the
benefits too much because of the danger of insolvency"? Have you
run into this at all?

Secretary WIRTZ. Is there a hesitancy on the part of the States to
improve their provisions?

Senator IAITKE. Improve their provisions for the benefits.
Secretary WIRTZ. Well, there is that, but there is another very strong

factor involved, too, and that is the pressures in that direction that
come from employers because of the experience rating system. Now,
we don't mean to go into that here.

Senator HARTKE. I understand that.
Secretary WIRTZ. But, it is certainly a realistic part of the answer

to your question, and if the broad question, Mr. Chairman, is whether
there is timidity, a tendency to draw back, a tendency not to keep pace
with a developing economy as far as the State administration of these
systems is concerned, you will know that my feeling is that there is.

Senator DOUGLAS. Will the Chair permit me to break in again.
This was one of the grievances which some of us saw in the Labor De-
partment bill back in 1935. By providing for merit rating you gave
a financial incentive to the employers to try to keep the benefits down,
not merely on individual cases, but on the scale of-benefits. As I say,
I congratulate the Department of Labor for being able to learn over
the span of 30 years. You have learned much more quickly, Mr
Secretary.

As I say, a lot of this trouble could have been avoided if the experts
of the Department of Labor had thought this problem out in 1935
instead of adopting the idea that unemployment was the fault of the
employer. That if you just penalize him for it, he would eliminate
unemployment as it was said he would reduce accidents.

Accidents are only partially under the control of the employer.
They are under the control of the employer only to a very limited
degree.

You will forgive me if I raise these points. I don't want to be put
in the position of point scoring, but I have waited 31 years to say this.

Secretary WiRz. I want to be clear in my answer, Mr. Chairman,
that I don't mean to reopen the question of going into experience rat-
ing further.

Senator HARTKE. I understand.
Secretary WIRTZ. We subscribe to the House approach to that en-

tirely, but your question is whether there are forces committed, or
whatever you want to call them, as far as the State administration is
concerned that is part of the answer.

Senator DOUGLAS. I would agree that this is part of life.
Secretary WIRTZ. Yes.
Senator DouGLAs. That the experience rating is embedded and you

can't change it.
Secretary WIRTZ. Sure.
Senator DouoLAs. But it results in powerful pressures being exerted

to keep the scale of benefits down. I commend the Senator from In-
diana for bringing this point out.

65-992-6e-----8
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Senator HARTKE. Thank you. I don't hav,3 31 years of experience
to look back to, to point to, but I want to say that I am glad that th e
Senator from Illinois is now able to say, "I Pold you so."

Mr. Secretary, we have taken a long time, and I want to thank you
for coming. I would hope-and I say this on my own behalf-that
you will make sure that as we proceed threagh the testimony, you
would at least have some of your compete & staff present so that in
the event there are any questions which can ba answered by your staff,
we will have them available.

Secretary WiRTZ. They will be here at all times, Mr. Chairman, and
there will -be somebody here with full authority to speak for the
Department, so if at any point the committee wants io raise a ques-
tion, it will be covered.

Senator DouGLis. Mr. Chairman, the Secretary has been most gra-
cious and I regret that I have not been here during the major portion of
the hearing.

With your permission, I would like to ask one final question, if I
may. It is this. My experience goes back not 31 years, but 46 years,
because in 1921 I started advocating unemployment compensation.

Secretary Wni'rz. That is right.
Senator PouoLAs. Which was called unemployment insurance. We

had quite a time for 15 years trying to get, it, on the books. I want it
to have complete success. Now, this refers to the practical definition
-of unemployment. I have always believed that unemployment is
where a man was able to work, is willing to work, is seeking work, but
unable to find suitable employment. These were the true cases of
unemployment.

Now, I was always aware that there is a possibility that some would
-not really seek employment, and there was danger ot an overrigid defi-
nition of what was suitable employment.

I would like to ask you this. Do you find the -tendency for men
who are unemployed, particularly single men, or people who are care-
less of their family responsibilities, to content themselves with merely
registering as unemployed at the employment office, but not really
seeking employment, except as the employment office may refer them
to jobs? In other words, is there a tendency for a man to register and
then passively submit, and is there a tendency for the public employ-
ment offices either through failure of industry to refer jobs to them,
to content themselves with paying out benefits without actually really
hunting for jobs for the people?

Secretary Whwrz. Two answers, Senator. If the question relates to
the overall statistics, which I think it. does not, but which I want to
include in the answer to make it complete, there are more people today
outside the unemployment figures than the Nation realizes at all be-
,cause they are not looking for work.

Our question each month is "Are you looking for work and can't
find it?" And so the unemployment statistics leave out some place be-
tween 400,000 and 1 million people who aren't trying hard enough.
We leave them out in our statistical approach. 7ut, I don't believe
that was your question.

Senator DouarLAs. No. The question was whether people drawing
benefits are not really seeking employment.

Secretary WiRTZ. We think that there is room for improvement as
far as the administration of this program is concerned. That is the
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reason S. 1991 and the House bill do include the provision for addi-
tional training.

Senator DoUoLS. Can they be denied unemployment benefits if they
refuse to take additional training?

Secretary Winz. Well, additional training? No; not under H.R.
15119. Under our proposal, under the S. 1991 proposal and under
the proposal we now make to you they could be denied the extended
benefits. (See Sec. 204(b) of "Amendments Recommended by the
Labor Department to H.R. 15119," p. 61.)

Senator DOUGLAS. I think that is all right. The original benefits
you say covers a right.

Secretary VITZ. That is correct.
Senator I)ovoLAs. But, the extended benefits will come upon the con-

dition of trying to prepare themselves for other j obs.
Secretary WiRTz. Yes, sir.
Senator DOUGLAS. Now, are you going to enforce that, Mr. Secre-

tart?
Secretary WIrTZ. Yes; certainly as far as the extended benefits are

concerned we want to do everything we can to move these claimants
back into employment. We contemplate Employment Service counsel-
ing of these long term unemployed and their referral to training where
it is appropriate. (Note: Under the Administration's bill as intro-
duced, S. 1991, extended benefits could be denied for refusal to accept
training without good cause, as well as under the amendments of H.R.
15111) the Department of Labor has recommended. See p. 61.)
Beyndl that, the ilea of training of the State administrative people
w ould hielp meet this kind of iteed.

SCiiator DOUGLAS. I was no& here. Is one of your staff in charge of
the Employment Service, one of the men who accompanies you?

Secretary WIRTZ. Yes, Mr. Cassell is not here, the head of our Em-
ployment. Service, but the Manpower Administrator is and the Adinin-
ist rator of Employment Security.

Senator ])oUGLxs. This is terribly important. I have been out of
touch with developments for 25 years really, but as I go over the
country, I pick up a great many complaints which are not purely pre-
judicial, that the Employment Service is not hunting for jobs very
hard, and that the )repaation of the unemployed for jobs is not very
good.

Secretary ,Wi'rz. Waell, there is a problem. That is part of the
reason, really it is a large part of the reason, that lies -behind our
pressing at the current point for an E'mployment Service bill. The
lVagner-Peyser Act, you know, has never been amended.

Senato DoIOGLAs. Yes.
Secretary lVim'rz. Just as this one has not been. Wie have presently

before the Congremss the amendments to that bill, which reflect the kind
of concern that you are talking about. Now it gels into the manpower
development training -

Senator DouIAS. Is that in this bill or is it a separate bill?
Secretary WIRTZ. It, is a separate bill. What is that number?
Mr. Nonwoon. S. 2974.
Secretary WIRTz. S, 2974.
Senator I)OmLAS. That is before the Labor Committee?
Secretary WIRiTz. That was.before the Labor Comnittee. It has

already passed the Senate.
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Senator DOUGLAS. Couldn't it, he broualht before this committee so
fas as extended benefits are concerned? .'ouldn't it, be an amendment
to the extended benefits feature of the bill? This section of the bill
deals with extended benefits.

Secretary WinTz. It. has been passed by the Senate and it is now
before the House.

Senator I)OrMLAS. Very good. Well, I think this is crucial.
Secretary Wit\ irz. It, is, and the answer to the general attacks on the

unenmployment insurance system, and there have, been a number of
them, the answers to them 'ery often lie in the better administration
of that rule of availability and tihes related matters.

Senator I)ouo.,,s. We lave kept you much too long.
Secretary Wurrz. No; to the cont.rarv.
Senator DomT(,AS. I used( to re.vie- the decisions of the English

referees in these cases, the definition of suitable employment. leaving
eml)loyment without just cause , and so iorth. There is always a
tendency for it great softening of the rulings over time. This is out-
side the'jurisdiction of the Federal Govermnent. and is in the hands of
the States?

Secretary WIRTZ. No, I don't count it. thtt, Senator.
Senator DorOLAS. You don't?
Secretary WIRrz. I think it is part, of our responsibility to see that

those practices are as exemplary as possible.
Senator DoUrLAs. Po you have ainy control through control over

the administrat ion funds?
Secretary Wmrz. Control is the wrong word. We are. working

together on it. Part of the reasons for the training provisions in the
bill here is that--

Senator DOUGLAs. Do you have any teeth that you can use ?
Secretary WiRrz. I don't know how to answer that question Sen-

ator. The relationship is better than it used to be. I don't think it
is as good as it should be. I don't think the answer lies in teeth or
control. I think it lies in improved coordination. I don't know what
the right words are.

Senator DOUGLAS. You are a very gentle man, Mr. Secretary.
Senator HlAirrK. What the Senator from Illinois is referring to is

what I think I was referring to a moment ago, and that is the so-called
way of life.

Secretary WiRTz. Sure.
Senator IIAlrirE. that you live with unemployment compensation.

I think the same problem exists in the administration of our welfare
departments, and although personally I am a great advocate of both
of these programs, I find it very difficult to sometimes get enthused
about a continuation of a program which doesn't try to alleviate the
condition and really takes it as a matter of trying to say, well, these
people are not entitled to money, but we are just going to give it to
them because the Federal Government has got a lot of money anyway
and we might as well take it away from them, never knowing where
it is coming from.

Secretary WIRTZ. Anything that was put into this bill to make clearer
the importance of the availability for work requirement would in our
judgment represent an improvement in it.

Senator I-I ARTKE. Let me ask what was the name of that bill you
said passed the Senate, the number.
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Mr. Noiwoo. S. 2974.
Selal ' II AR'KI. I might say to the Senator from Illinois there is

no areas .n if it; has passed the Senate why it couldn't be adopted as an
amendment to this bill. 1'e can pass it again twice and give it a little
emphasis.

Senialor I)OUOLAS. Sure.
Senator IIRTKE. I want to thanlk the Secretary.
Ir'e will now adjourn until, according to the instructions of the chair-

man, at 9 a.m., in accordance with the preference of the acting chair-
man, at 10 a.m. That is on Friday.

(Whereupon, at 12:45 p.m., the committee adjourned, to reconvene
at 9 a.m. on Friday, July 15, 1966.)
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FRIDAY, JULY 15, 1966

U.S. SENATE,
COMMITTEE ON FINANCE,

Wasihington, D.C.
The committee met, pursuant to notice, at 9 a.m., in room 2221,

New Senate Office Building, Senator John J. Williams presiding.
Present: Senators Long (chairman), Douglas, McCarthy, Hartke,

Williams (presiding), Bennett, and Dirksen.
Also present: Senator Aiken, of Vermont.
Also present: Tom Vail, chief counsel to the committee.
Senator WI'LLIAms. The hearing will come to order. Our witnesses

today are all State administrators. These are the people who adminis-
ter the unemployment compensation laws and pay out the benefits.

The president of the Interstate Conference of Employment Security
Agencies, and a committee of that group, is scheduled to be the first
witness.

I understand that the administrator from Texas who is appearing
separately would like to make his statement before the interstate
conference. Without objection, that will be done.

Mr. Birdwell, would you take the stand.

STATEMENT OF W. S. BIRDWELL, SR., COMMISSIONER, TEXAS
EMPLOYMENT COMMISSION

Mr. BIDWELL. Thank you, Mr. Chairman.
Mr. Chairman, I am W. S. Birdwell, Jr., one of the three commis-

sioners from the Texas Employment Commission.
Texas is one of four States that possesses a full-time commission

which is composed of one member to represent labor, one member who
represents business, and one member who represents the public. In
the case of Texas, the member representing the public is always the
chairman of the commission.

The three commissioners have closely followed the progress of the
proposed amendments to the unemployment compensation laws which
I will refer to as H.R. 15119. The three commissioners with their
director appeared before the House Ways and Means Committee in
1965 and submitted testimony. The Texas Employment Commission
volunteered the services of our very capable staff to the Ways and
Means Committee during their executive session when they gave
studious and generous study in the writing of H.R. 15119.

After careful consideration, and feeling the individual responsi-
bility of representing our various interests, the three commissioners
of the State Employment Commission of Texas unanimously endorse
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the updating provisions of I.R. 15119 anid feel that the House Ways
and Means Committee has done an outstanding job in the writing of
this bill.

With the chairman's permission, I would like now to put on another
hat in which I speak solely as a representative of the eml)loyers of
Texas. I think that this committee would be interested in knowing-
and is entitled to know--that, the vast majority of the business inter-
ests of Texas are willing to accept, their responsibility in paying the
vastly increased tax to support this program.

As you gentlemen know, if the present provisions of H.Px. 15119
should become law, the Federal tax on the employers of this country
would increase 50 percent the first year, beginning in January 1967;
and another 30-percent increase in January 1969, making a total of
an 80-percent increase in the Federal unemployment tax in 2 years.
'Mr. Chairman, in all honesty, I cannot say that the employers of
Texas, whom I represent, relish the pi,)spect of an 80-percent. increase
in their taxes, but they are willing to accept the burden of this*, x-
panded program. As'you know, this entire program is financed 100
percent by tax on the emi ployers of the Nation.

I thank the chairman for this opportunity to present the views of
the business community of Texas, as well as the official views of the
Texas Employment Commission.

-Senator WiLLIAms. Thank you, Mr. Birdwell.
Are there any questions?
Mr. BIR'DWEIL,. Thank you, Mr. Chairman.
Senator WILLIAMS. Mr. Hill. J. Eldred Hill.

STATEMENT OF 3. ELDRED HILL, JR., PRESIDENT, INTERSTATE
CONFERENCE OF EMPLOYMENT SECURITY AGENCIES; ACCOM-
PANIED BY CURTIS P. HARDING, RICHARD L COFFMAN, PAUL
RAUSHENDUSH, JACK B. BROWN, HENRY ROTHELL

Mr. HiL. Mr. Chairman and members of the committee, my name
is J. Eldred Hill, .Jr., and I am a commissioner of the Virginia
Employment Commission and p resident of the Interstate Conference
of Employment Security Agencies.

My appearance here today is on behalf of the interstate conference
which is an organization composed of the chief State officials admin-
istering the employment security program in the 50 States, the Dis-
trict of Columbia, Puerto Rico, and the Virgin Islands.

The basic objectives of the interstate conference include efforts to
improve the effectiveness of our unemployment compensation laws and
employment service programs and where desiral)Ie to propose new
State and Federal legislation in the field of employment security.

It is the pursuit of this objective that pronipts my appearance here
todayl-. My statement will be brief and is intended primarily to
acquaint you with the role the iirstatv conference ha played in
the development of H.R. 15119 and to acquaint you with the present
position n of the State administrartu's with respect to this legislation.
I I will not endeavor to cover the many ramifications of the issues

involved, but I will touch on the major improvements contained in
the bill and then I will defer to the committee for any questions you
may haye. I have with me here today several of the Nation's out-
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standing State administrators who, with your permission, will assist
me in responding to your inquiries. All of these gentlemen have had
long experience in the employment security field and each of them
participated in the executive sessions of the House Ways and Means
Committee when this bill was formulated.

Mr. Chairman, if I may, I would like to introduce these gentlemen
to you and to the committee at this time.

First, Mr. Curtis P. Harding, administrator of the Utah Depart-
ment of Employment Security;

Mr. Richard L. Coffman, administrator, Texas Employment Com.
mission.;

Mr. Paul Raushenbush, director of unemployment compensation, In-
dustrial Commission of Wisconsin;

Mr. Jack B. Brown, executive director, Bureau of Employment
Security of Pennsylvania; and

Mr. Henry Rothell, director of unemployment insurance, Texas
Employment Commission.

Mr. Chairman, when the administration's proposal for improving
the unemployment insurance program was first presented to the Con-
gress last year the State administrators had not been afforded an oppor-
tunity to participate in the development of the measure that -was
presented. Although the unemployment insurance program has been
a Federal-State program since its inception, with the States being the
operating arm of this partnership, we were excluded from the discus-
sions and deliberations which produced the original proposal. When
this fact was revealed to the Ways and Means Committee during its
public hearings last August, several members of that committee re-
quested the interstate conference to submit. its recommendations for
improving the unemployment insurance program. In response the
conference established a working committee of 10 State administrators
and after several meetings this special committee agreed upon a num-
ber of things that might be done to improve the program. Then in
January of this year a special 2-day national meeting of the entire
conference membership was held and the final recommendations were
formulated. Those recommendations were presented to the Ways and
Means Committee at a special public hearing on March 15 and 16 of
this year. When the Ways and Means Committee commenced its execu-
tive sessions, the interstate conference was invited to participate and
for 2 months we worked long and hard to produce H.R. 15119, which
as you know, promptly won overwhelming approval in the House..

H.R. 15119 does not include all of the items recommended by the
interstate conference. Some of the things we recommended were
modified and some items were included which we had not considered.
During the extensive work performed by the Ways and Means Com-
mittee, it became apparent that some of-the objectives the conference
sought could best be obtained in ways different from those we had
proposed; and it, likewise, became apparent that some of the things
we had proposed would result in inequities among the various States.
But we were given the opportunity to work with the committee in a
conscientious effort to devise the best possible bill. We believe the
bipartisan measure finally reported by the committee and passed by
the House is a sound and practical solution,

Undoubtedly there are those who will argue that this is a watered-
down proposal compared with the original administration bill. They
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will say this bill does not go nearly far enough. But, Mr. Chairman,
H.R. 15119, if enacted in its present form, will entail far more change
in the unemployment insurance system than has been previously en.
acted in all of the bills passed since the birth of the program some 31
years ago.

Among other things, this bill would establish a new Federal-State
extended-unemployment compensation program which would require
the States to enact laws, that would have to take effect beginning with
calendar year 1969, to pay extended benefits to workers who exhaust
their basic entitlement to unemployment compensation during periods
of high unemployment.

It would extend the coverage of unemployment compensation laws
to employers who employ one or more workers in 20 weeks during a
calendar year or who pay wages of $1,500 or more in any calendar
quarter of a year.

It would extend coverage to certain nonprofit organizations and to
certain employees of State hospitals and institutions of higher
education.

It would extend coverage to agricultural processing workers.
It would require 'workers to have intervening work since the begin-

ning of his benefit year to qualify for benefits in his next benefit year,
thus outlawing the so-called "double dip."

It would prohibit the cancellation of wage credits or total reduction
of benefit rights except in cases of discharge for misconduct in connec.
tion with work, fraudl in connection with a claim for compensation or
disqualifying income.

It would prohibit the denial or reduction of benefits to a worker
because he files his claim or resides in a State other than that in which
he earned his wage credits.

It would proliibit the denial of benefits to a worker engaged in an
approved training course.

It allows a State to reduce its tax rate for a new or newly covered
employer to not less than 1 percent until that employer has been covered
uficiently long to establish a record for merit rating.

It increases the taxable wage base to $3,900 effective with respect to
wages paid in calendar year 1969 through 1971 and to $4,200 beginning
in 1972 and thereafter.

It increases the net Federal unemployment tax rate from 0.4 percent
to 0.6 percent effetive next year.

It extends for 5 years the time within which the States may expend
for administrative purposes funds previously returned to them in
the form of excess Federal tax collections.

And it furnished the States a procedure for appealing decisions of
the Secretary of Labor relating to conformance with Federal law
to the U.S. court of appeals for a judicial review.

No, Mr. Chairman, this is not an anemic little bill. Its enactment
will mean real and substantial change.

Now, there will be others who will argue that the change is too
great-that the bill goes too far, too fast. To these people I would
simply point out that the changes involved are based on demonstrated
need. These improvements have been carefully put together in a
period of economic prosperity under the unemotional light of admin-
istrative experience. H.R. 15119 does not entail change simply for
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the sake of change--nor does it hold on to existing concepts simply
because they have historically obtained.

Mr. Chairman, the item which attracted the greatest publicity and
evoked the closest study and attention in the development of this
measure was the question whether the Federal law should impose
minimum weekly benefit standards upon the States. The admin-
istration proposal would have imposed F ederal minimum benefit stand-
ards eventually requiring each State to pay eligible claimants 50
percent of their average weekly wage up to a maximum of 662 percent
of the statewide average weekly wage. The principal argument for
a Federal benefit standard centers around the charge that in some
States the benefit amount has lagged behind increase in wages. The
interstate conference was sharply divided on this issue, but did vote to
endorse a Federal benefit standard of 50 percent of a claimant's
average weekly wage up to 50 percent of the statewide average weekly
wage. Most State administrators would agree that this is a reason-
able level for State benefits and many States already maintain this
level or a hi gher one.

Senator DIRKSEN. Let me ask you at that point, that was the
Phoenix meeting?

Mr. HILL. Yes, sir; that is correct.
Senator DRKSEN. How many did endorse weekly benefit standards?
Mr. HuL. Well, the vote on the actual issue of the Federal benefit

standard there was-as I recall it, 24 States voted for it and 21 against.
Senator DIRKSEN. Now, there are no Federal benefits tendered in

this bill?
Mr. HILL. That is correct.
Senator DIRKSEN. I am just wondering whether there was any other

explanation for it. It would appear that you and your associates are
all for the instant bill without those Federal benefit standards.

Mr. HILL. Yes, Senator Dirksen, with the little bit I have left in
my statement I explain to you that the State administrators now have
been repelled on this measure and will reveal to you that actually 41
States now support H.R. 15119 as it was passed by the House, and
actually in the latest poll we have taken, none of the States voted in
opposition to 15119. We did have 11 States that did not cast a vote
either way. But this change that took place with respect to Federal
benefit standards I think should have some explanation.

First of all, you must understand that when the conference began to
develop its recommendations we had a special committee of 10 State
administrators, and those 10 State administrators met on several occa-
sions and we kicked around the various proposals as to what might
be done and what ought to be done; and that special committee came
to the conclusion that by a vote, as I recall it, eight or nine to one,
that no Federal benefit standard could be devised that would truly be
equitable, and so we recommended to the entire conference member-
ship when it met in Phoenix, that no Federal standard be endorsed.
But in the argument that took place on the floor in Phoenix, the people
who favored a Federal standard were persuasive and a special com-
mittee that had studied its report was rejected, and a Federal standard
was endorsed.

We found in many of the States that the impositon of a Federal
standard would mean, in effect, virtually wiping off the books the
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kind of program that that State had. It was not just a matter of
increasing the amount they paid but it was a matter of actually chang-
ing their whole philosophy of paying benefits; and Senator Dirksen,
I might say to you that one of the States that we have given great
consideration to was your State of Illinois where you pay on what we
call a variable maximum theory, and this variable maximum theory is
not very adaptable to a 50-percent or 60-percent standard. You would
have to give it up and switch to some other system.

We found that there were other States also, at least one that has a
variable maximum system.

We also found that imposing any kind of Federal benefit standard
does not really bring the States any closer together in. the disparity
that exists between their maximums. In many cases it even makes this
disparity greater because the weighing levels in the different States
vary.

If I might,, at that point, I would like to pick lip and finish what
little bit I have and then would like to get these people who were pres-
ent while we were working on the Federal standard to talk with you
about it.

I think there'vere a lot of State administrators who came to the con-
clusion that an equitable Federal benefit standard with our present
system just couldn't be devised and, consequently, I think for that rea-
son when the Ways and Means Committee apjareit.ly reached the same
conclusion, and when the House overwhehingly endorsed this bill,
I think the State administrators felt 'that the est job that could be
done had been done and, therefore, they again now have over-
wheliningly said we like this bill like it is.

But if I may pick up with my statement, I want, to say that the Ways
and Means Committee examined the effect such a standard would have
on the various State laws and they explored with us the problems that
would arise in those States paying benefits on the variable maximum
system and thoae paying on an anual wage formula. They looked at
the differential between the benefits being paid under present State
laws and compared it with the differential that would exist under the
proposed Federal benefit standards. They pondered the question how
to impose a benefit standard on weekly amount and make it meaning-
ful without likewise standardizing the'eligibility requirements, the dis-
qualification requirements, the earnings requirements, et cetera, of all
of the States.

In other words, and I depart from my statement, one of the problems
we ran into if you standardize one feature of the program and leave
all the rest as to who can draw and how much money it takes to be
eligible, you leave all that free to the States, you don't really solve the
problem because, I may say, one State may make it twice'as easy to
draw its 50 percent of wages as another. So that once you get into
the proposition of standardizing benefit amounts, then you must stand-
ardize duration, you must standardize eligibility requirements, you
must standardize human behavior, what kind of penalties the States
can exact, otherwise tome will not be as rigid as othen3, et cetera.

Well, the committee ultimately determined that a Federal benefit
standard ought not to be imposed and, Mr. Chairman, the State ad-
ministrators now agree with that decision.

An official poll of all the States was taken by the interstate confer-
ence this past week. That poll indicates that the State administrators
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are overwhelmingly in favor of the enactment of H.R. 15119 in exactly
tle same form as passed by the House.

With your permission I would like to read into the record the ques-
tion put to each State administrator and then report the results ob-
tained. The question asked was simply this:

Do you favor enactment of H.R. 15119 as approved by the House?

In response to this question 41 State administrators answered yes;
none answered no; and 11 did not respond. The States answering yes
have 69 percent of the Nation's covered workers and 77 percent of the
covered employers. The States not responding have 31 percent of the
covered workers and 23 percent of the covered employers. Of the 41
States favoring H.R. 15119, 3 qualified their vote by indicating they
would not necessarily be opposed to certain amendments without speci-
fying what those amendments were.

Mr. Chairman, the men and women who work at administering
these laws at the State level believ-e H.R. 15119 is a good bill. We be-
lieve it makes sound improvements in the program. WVe hope it will be
the pleasure of this committee to report H.R. 15119 to the Senate floor
without amendment.

We appreciate this opportunity to express our views and if there
are questions, my associates and I will endeavor to answer them.

Senator DmiIKsEN. Let me ask just one.
Why do you think .eiglit State administrators failed to respond?
Senator BENNETT. Eleven.
Mr. HILL. There were 11, Senator Dirksen, and always when we

take a poll we will have some States that w.ll not respond. In some
instances that failure to respond can result rom the fact that the State
administrator and perhaps his State administration generally may not
see eye to eye on the issue, and rathe- than have the State administra-
tion going one way and the administrator himself another they simply
won't respond. In many instances we find that the issue is so close
or such a difficult one that they prefer not to respond rather than to
be held to it.

Actually though, we try to encourage as many States to respond
to these polls as possible, because under the conference code, it is not
possible for us to reveal how any given State voted, and any State ad-
ministrator can tell you if he -vants to how he voted on this poll; but
so far as the poll itself is concerned we do not reveal the names of the
States that voted one way or another.

We try to do that in order to elicit from the State administrator
not a political response but a purely technical response as to what he
thinks would be good in terms of operations of the program.

Senator DMKSEN. Now, who else do you want to have comment on
this?

Mr. HILL. I would like to have several of these gentlemen comment
on this.

Mr. Brown here was present during the time we were working on
Federal standards over in the Committee on Ways and Means. Jack,
would you like to comment about why the Federal standard was
omitted?

Senator DmKSEN. Mr. Brown, you are the administrator in Penn-
sylvania?
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Mr. B1 lwN. Thiat. is right., Senator.
Of com-sO, we did t great deal of reearch for them. We were able

to point out that. actually in a lot, of the Stttes, there are about 10
States right now which have the equivalent in their ltws of this kind
of at stuidard, amld it. was interesting to find out that in miany of those
States that standard, as.9 written to their law, does lnot produce It re.
1plaolndnt of waves for a majority of the 'lain1a1nts in those State,

eItuls of other ffietor ill theirecononmy or in other parts of their law.
interestingly enough among several'of the States, including Penn.

sylvaniat, where our miaximum dos not, quite meet, the stain d, wO
are paying tip to 6.1 percent of our elaimints 50 percent of their lost
wa wh.

,No whalt. we finld is that. eachl State hafs tried to t ilit. in, youl light
say, its benefit forlahI with its e onloilly, with its experience, with
tlhe kind of claimhants, with the kind of IlldlIstlries 11h1t. are involvtl,
amid as it rmult, of all of theso del ihorat ions, and I euld go on in great
detail but. I won't.

'Thie point was pret-ty well nlitde, and in fact, it. wasn't. the first time
that, it, had been tade inlterestingly eolgh. aclk in 11)58 the Federd
Advisory Council recommended Ia standard alom theSo lie,, anl tie
Advisor> Couneil in the Stitte of New York mlnaio it study of that re-
('oitnimenlatiol at. lhat time, and this was reported by that Advisory
(omwil inl 1958. And I might, just read the conludig slattulent. il
this, and I would be glad to S.ubmit this, report for the record. It. ays:

Thus the lxposetl Fetleral stndlurd fixing the nihxintlti weekly benollf rato
lit eit-hl state at a peroeuitugle of the states' average weekly Walge would not and
would not aehilevo an Iultable result among the states.

So il these ]ast few llonths we were not, the first. to find his out.
IThe Now York Advisory Couniil found it. out hick in 1958 as t result
of exhaustive study, anil I will submit, this report, of theiis for the
record.

Senator flhii1(8ia. I have no objection.
(An analysis by th lIeedoal Advisory Couneil follows:)

ANALYSIS OF' TIIIS ?IItA, AnvlOw ('oOUNCIn, HFEOMMNI'ATION TIIAr TIER MAXI-
MM Vti t WXIY Bu NII'r SHOULD Eii FfXII) AT Two-'IliIItiS OF A STATrx's Av iiAa1
WraK LY WAOar

1

This Is Inten(led to achieve the generally accepted ld goai that tile majority of the
clainants should receive a benefit rate equal to it least half their Individual
weekly wage. If this standard of fixing the itxintun weekly benefit amount as
It percentage of the State's average weekly wage were to bo adopted, It Is an
unfortunate fact (apparently not realized by the prol)itents of this pmrtleular
standard) that there would be great variation among the $Sates lit the per-
ventage of claimants who would be stopped at. the nmaxlnhimn weekly b nefit rate.

'his fact may be Illustrated by the following data for New York and North
Carolina, on the one hand, and Illinois and Ohio, on the other hand. Il the fisal
year ending June 80, 1)(8, 10 per cent of the claimants in North Carolina and
24 per cent of the claimants in New York State were recelving the nIaxini
weekly benefit rate. Obviously, it these two states the great majority (84 per
cent In North Carolina and 7 per cent it New York) were receiving it least
50 per vent of their wtekly wage, slice they were not subject to tIe maximum
limitation, During the sPant period, lit Illinois S4 per ceit of the elallmntits and
li Ohio 79 per cent of the claimants were eligible for the basie umainun weekly
benefit rate. In tlwese two States, only it minority (10 lier cent in Illinois and
21 e cent li Ohio) were receiving at least half their weekly wage,, sineo they
were not subject to the ntazhlnutun Ihnitation.

Abutracted from minority views, Now York Stato Advisory Council's 1058 Annual
Report.
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Assueuo thit ho iuhme matxtinun weekly Iheletits were met ft 50 mir eelit of tle

average wte'kly wago lit each State ns thit rellit. of a YFeeral stiandrd. (Tihi
is actually Willi( tho publi tild labor i )ienrs (it the Ftderal Advisory Coiizill
reeoniilildetl for ill" heit two years of Federal standh rds. ) ''lli effect of this
proll)51 iln North (arolhla would at, lilly ble retrogroesive, since fli pretty

iaximiuni beneilt rato tit North Carolla Is already 52 per cent o1' the State's
average Weekly wlage. 'The plreout,, $45 ilnxini lit New York State Is 41 pIr
ecitt of liho average weu'kly wage, so that theti 50 per clit stamhrd would require
New York to raise Its iiimliinii to $46 itud there would be 'l ler t-0111 of tile
insured clulniants eligible for thi hiitimii (as eigeiinst 24 per cent tiider the
jiresent $45 miaxihmuini). Thus, the effect oif this Federal steiidard of 50 per mkti
would be negligible it New York anid North Carollim. lii ohlo. If thil standard
were adopted it rough estinate Indlcit es thif Nt per coiit of ile Insured cliiiiaeint i
would still lie Illteil by Ill( ilnixlleiiien he'iit rate and ImtioS. of theme woild berlceivl Ing ls t l hallf ti in Idividlual weekly wiige. Sl11it1h rly inl Illinois, ilitt
54) per celllif tit tie insured viami llts would still Ibe Subject ito thiet now ina11XIinlli
11nd aiiiost Itlll of th ese wold still he retelvitg less Ihlion half tiheIr Ilndivhliel
weekly Wage.l Thullim lit- lroiosdtl lAm'iral st ilndard fixing tilt- nilxiiui weekly
heneit, rait li each State aut atl'prceit age of tit, -Stet' sverage weekly waeig
(whether this poreetitage Is 50 ier eit, 4il10 pe'r cent, twotliirds, etc.) would not
aid could nlot a.hleve fill equi ta ble result, aimoig the Stites. 'lhe existing State
(lit(Terelces would still lit, lir t. liiePVVII, i14111ilih110 t reatuiient imoiig flu
smitem would 1111 illprevail id t his tyle of lirol!esed Federal standard could not
ielhlievet iu ifornility evel ita tlie "nilimi beiiefit sliidrd" vlilch lrolsnients
of federal sfiilcails seek to achieve.

The ili. iliiiprovenieits that have lieen incde liit the State laws over til list
twetity years idiete cleiirly fliat lhe Slate igelicle hlave lite ability illd tihe'
williiness to coliinut to liilirove their uiteiililoyiiet Insuraintce lirogriln
witliout fit, extri whlli of Federal liiiiu siindar(Is, whih iiare dtlficull, If not
Inqiossihble, to forilllil(- Ill iti a .y Mtit. would invl't tlt variett eioiom coill-
t t ils 0ilii01 1 t Sti t i ll ilt 4 tilliible aill P ct l tV'( fishlllnll.

It Is of flit essence of thl Amerlian spirit thlit when I lil eeds iil I he fit-'4
about any lroblemii tire miderstood by tile people tit any comuniiiity or State, tle
local governientail units will take tilt reluirel action. To ilsSimt liot only
through Federal benilt. staiiloimrds cill tlie..e l .cal coniliity problems l11 Iliet,
Is ti surreiider our fitih it tills fuidiiiental iipmt it tlie Amerleti charateler.
Itn Itol f eld of ieliihployient Insiirance there its been no showing of It li eeeslt y
for this surrender.

Setolir 1)llfluul. Now, wilo is roll Toxls
?%r, CoiTFltirlN. Mr. Coffmnu.

Slli iir J)IliCSIN. 1iNr 3'1o SOiliie COlillli0itS oil tiis Iliatle' of
stan(dlr(ds?

Mr. (l'FMAN. Yt's, I would like to coliit. ifn tlis respect, Selllator.
T ie oi'age iS illllde 0r ihe statmlentlOlt is made tiat o11e of the rellsols

we ought, to ]iave ii I4.n0(it sthilat1'd is the fitiliiire of the SiitatS to
perform in nilnlner whicl would reach the requimd level.

I Would 8liggest to you tllt, the record (IoQmiIt support, that state-
lnlilt Icailuse tl 0 Sttlts have colst.tity through the yls inil Iroved
tuid added to their structure, including the imriiovement f their
benefit. wglge foli'muhii.

)u'ing the last, t'ilo, i(tar year, 21 States increased their maximum
bendfit tilmomit;, ,Jisl t.hi i1 yel', with very few legislat,ure1s iln session,
being till off Vearl. six Stts have already increased their maximum
benefit 1in11lu1t by soie ilnoilit.

The point I ,,alce is that, the States are constantly improving this
situtition, and i iii confident thait tliey will continue to prove, as
tley have ti rolih tle years.

in thde early stagvs of consideration of this bill we went, back and
studied the letgislative historX of the fSO States in this connection, and
we find that since the inceptlioli of this program tiere have been moro
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than 500 legislative enactments in the States improving unemploy-
ment Collensation ill those Stats. I thilk this speaks for itself.

The CIIAHIM,.N. Let me A c at question, if I nay,.at that 1 oint, Sena-
tor. I just' want to got one or two things straight inl my mind.

When this program first went into etrect, and I am looking at page
40 of this document. prepared by our staff, you ,vill notice 17 States in
1939 had benefits that were 70 percent or more of the average weekly
wage. Nine States had benefits exceeding 65 percent. of iniuiiiluiil
wage. Now between those two, those are 26 States that exceeded 15
percent of the average wage. Eight States exceeded 60 percent, 12
States exceeded 55 percent. All but two States exceeded 50 percent.

Now t here is only one St ate t hat exceeds 55 percent of average wage,
17 States exceeded 50 percent, that would be 18 States. How did this
Shari) shift colie to happen and why ?

Mr. RAUSIJENIUS. May I take tlhat.. 1 am Paid Itaushenbush of
Wisconsin and I think, perhaps, I have some personal responsibility
for how that happened which I haven't previously l)ut, forward in this
kind of a record.

I was asked, because I had been tlie first, adminiiistrator of an uiein-
)lONilient, comipilensat ion law ill t his -oill ry and had helped dhaft the
vis'consiin law to get it, passed and "b",len ha;, much to my surprise, been

drafted to administer it and I have been at it, ever sinclie. Well, in the
early history of Federal )artici )Iation, a few years after we passe(l our
law, I was asked to help draft a iill which ~l e ('onmnit tee on Economic
Security might send out to the States, and in the process of drafting
that bill what figure did I Jlit ill? I put in a $15 maximm weekly
benefit amount figure. I didn't, try to say how each State should roll
its own, and under the pressures of time limits and the like, a good
many States just took that $15 figure.

Now, Senator, as you very well know, a flat dollar figure will be a
very uneven percentage of wages in a great many different States. So
this is partly a historical accident that you started that way.

Now, over the years in every State year by year in their legislatures
they have been considering what the proper figure ouglt to be. What
should be the maximum weekly benefit amount for te highest paid
workers, and they have been adjusting this tine after time.

rake in Wisconsin, since I know that better than any other situation.
We have a statutory mandate to a joint labor-management advisory
committee to bring in recomnmiiendations to the legislature every 2 years,
and we have done that year after year after successfully getting joint
agreement and, as a result, our maximum weekly benefit amount is now
at a $58 level. We happen to have an escalator clause, so that we go
to not 50 percent, but, 521/ l)ercent of the average statewide wage. We
like that device. We have recommended it to other States but that
doesn't mean that, we think the Congress ought to force it on every-
body. We like the educational process.

We still think State responsibility in these matters is desirable. So
I want you to realize that P lot of progress has been made by the States
over the years. If anyone says that the States haven't been improving
their laws, let me give you a couple of figures.

Back in 1938 or 1939, what was the maximum possible amount, the
total amount of benefits that the highest paid worker, and most stead-
ily employed worker, could possibly draw? It was about $300. I
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don't think any State went above that at, that time. That is a con-
bination of the maxinnn weekly benefit payment times tile maximum
number of weeks, multiplying it out produces $300.

W hat is the )icture now? Forty-seven out of fifty-one laws, count-
ing the districtt of Columbia, 47 of them are above $900, that,
is three times as much, and 25 of them are over $1,200. My
own State is over $1,900, atnd that is the process of steady improve-
ment both of weekly benefit amounts and weekly duration, reduction
of waiting period.

I think when you get an indictment as you sometimes do in connec-
tion with this type of legislation, that the States aren't doing an ade-
quate jot), well adequacy is a matter of difference of opinion, but they
have been working at it, and they have made a lot of progress and 1
11111 convinced they will continue to make progress if you leave it, in
their hands as the original concept of the IP ederal-State program did.

The Cu Aut ArX. Let ime submit a problem to you and get your
reaction to it.

oe have a big payroll down there at New Orleans at Avondale
Shipyard, about 50,000 people working there. I hope to help launch
a ship dowi there tomorrow. Baltimore also has a shipyard. We
bid against them on building a ship, and we beat them by $100,000 on
a $50 million contract. So they go in there and put allthe pressure
they can on everyl)ody. They made the mistake of putting it in the
newspaper that they were going to take it away from us. That sent
me over to the White House and them down to the White House, and
sent them over to the Maritime and us down to the Maritime. We
went all around the Commerce Department and Maritime and had
pretty much of a fist fight over hill and dale in trying to prevent them
from taking tile bid away from us.

So it stood that way. We won by one-fifth of 1 percent and that
meant we had .lot of people working in our shipyards.

Incidently, time argument they made all through the executive branch
was that they had a lot of l)eol)le out of work U) there, and we fought
to keep it thit way. Now, if somebody has to be out of work I woul
rather it be somebody in Maryland than in Louisiana; that is the
viewpoint a Louisiana Senator would take. A Maryland Senator
would take the other point of view, but if both States were required
to have the same general level of unemployment tax then the cost
advantage of one State against the other would not exist.

That 1. how the prograln started out, its I recall. r1hle Federal Gov-
ernment just levied a tax, we levied a 3-percent tax and gave you a
cre(lit for 90 percent of that, so we would get three-tenths of 1 percent
and you would get the other 2.7.

Do you approve of the Federal Government fixing the level of the
tax?

M r. RAIrSHUNBUSnt. May I talk on that again.
The original idea of the Federal Unemployment Act with its tax

credits and offsets was to get every State to )ass a law, surely. It was
in some measure to remove the'interstate competition impediment.
Here was Wisconsin having )a.sed its law in January 1932, and it,
was-well, seven States passed a law through one house in 1933 but
nobody got a law on the books. So the device of the Federal unem-
1)loyment tax to encourage action by all States was a very ingenuous
and effective device. Every State di(i pass a law.

65-092--66----9
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But I would like to distinguish between levying the tax to get State
legislation, on the one hand, and any degree of uniformity or elimina-
tion of all interstate competition differential. That was not part of the
plan and I can document that, by pointing out that the original enact.
meant in the Social Security Act of 1935 provided that a State could
vary its contribution rates between employers based on their individual
experience, and this has ben a very basic feature of American unem.
ployment compensation laws-the experience rating provisions.

Now, the moment you had those experience rating provisions with
variations for employers based on experience, you were bound to have
some differentials in the overall average rate between States and that
has been inherent in the picture from the very beginning, that you
recognize that you weren t going to have a uniform tax in every
State or even a uniform average tax in every State and, of course, there
are dozens of other interstate competition differentials. Wage rates,
for instance, are far more important and, by the way I used to teach
economics years ago before I got into this program so f am afraid I am
apt to be pretty emphatic, but there are a lot of different interstate
competition differentials, and I think we should not exaggerate the
importance of this one particular feature.

Senator DiRXSEX. Mr. Raushenbush, this probably would be a good
place .o comment as, to whether or not in your judgment the States have
kept up with the increases in living costs.

Mr. RAusnNBsUi. Oh, they have more than kept. up with the in.
creass in living costs, Senator Dirksen. They have probably even
kep!, up with take-home pay which is a new concept that wasn't in the
picture back in 1935 in view of the withholding of Federal income tax.

I thi'k it is true that they have not fully kept up with the gross
wage level rise. Unless you are looking at the total entitlement, as I
was saying before, the difference between $300 and $1,200, for example,
I think the States have done very much better than keep up with cost
of living, and they have uv3erall, I think very well compared to take-
home pay.

It is true that if you take only the weekly benefit amount and gross
wage increases they'haven't quite kept up.

Mr. BRowN. Let me add to that record, if I may, the cost of living
increased from 1939 to 1965 by 128 percent. The average unemploy-
ment compensation benefit paid by all States increased in exactly the
same period of time by 247 percent. On the other factor that was
mentioned on total entitlement, the combination of weekly benefit and
duration entitlement, the increase has been 160 percent. So in really
both areas, Paul, the States have produced a compensation plan that
is paying more than the increase in cost of living over the same kind
of time.

Senator Dxnxmsw. Would you say that was true of all States?
Mr. BRowN. I would say it is true of all States yes, sir.
The CHIAMMAN. On page 41 of our statistics relating to unemploy-

ment insurance compensation, I notice that Louisiana pays a maximum
weekly benefit of $40 and that works out to 40 percent of average pay-
roll. Now, Maiyland bos a maximum benefit of $50 and that worhs
out to 49 percent of tko average weekly wage. Is that enough difference
to put that ship contract to New Orleans I

Mr. BROWN. Not necessarily, Senator.
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The CHAIRMAN. And in view of the fact that we keep our shipyard
filled with work and theirs is empty half the time, that gives us a lower
experience rating at New Orleans.

Mr. HiLL. Now you are touching on the point. You see the ex-
perience rating is what does it more so than the fact that you have a dif-
ferential necessarily in your benefit amount. i

For instance, if your shipyard has steady employment there, the
rate there is going to be much less regardless of what benefit Maryland
paid even if they paid half the benefit.

The CHAIRMAN. It is going to cost you more money to pay a $50
maximum than a $40 maximum; anybody can figure that out.

Mr. HILL. Well, there is a State maximum but that maximum doesn't
necessarily mean that the shipyard in Maryland would pay a higher
tax rate than the one in New Orleans because this isn't necessarily so.
It would depend on their experience in Maryland.

The CHAIRMAN. It seems to me it would depend on the two of them.
Mr. HILL. Correct. It will depend on both of them to a certain ex-

tent but the major factor will be the experience rating of the com-
pany involved. For instance, we can have a General Electric operation
in the State of Virginia that may be taxed at one rate because of its
experience there, and identically the same type of operatio-. in the
State of North Carolina where the benefit may be different but would
have a different experience and therefore, their rate would be quite
different.

The CHAIRMAN. When you put a tax on a $3,000 wage basis, and the
purchasing power of that money diminishes to where it would take
$6,000 to get you the same amount of purchasing power that the $3,000
would get you originally, don't you of necessity have a smaller pro-
gram if you are still working from a $3,000 base after 30 years?

Mr. HILL. This is correct, that is why we endorse the increase in
15119.

The CHAIRMAN. This is what confuses me; your group endorsed this
first step increase, this 50 percent, not to exceed 50 percent of average
weekly wage. I was under the impression your people had endorsed
that when the bill came to the House although you are not asking for
it now.

Mr. HILL. That is true.
The CHAIJIMAN. What was your position on that when the bill was

first introducedI
Mr. HILL. Well, when the bill was first introduced after our meet-

ing at Phoenix, the Interstate Conference endorsed a Federal standard
of 50 percent of the individual's wages up to a State maximum of
50 percent of each State's average weekly wage and, as I explained
earlier, this was taken to the Ways and Means Committee. We pre-
sented it to them, we urged it upon them and we sat in executive ses-
sions with them and tried to work it out. Having been through that
and when it was finally determined that it could not be equitably done,
and when the bill went to the floor of the House and received over-
whelming endorsement, the next thing we did was to repoll our group
to determine whether or not we should continue to insist upon some
kind of Federal standard or whether we should endorse this bill as it
was passed by the House, and as I explained to you our vote was very
similar to that in the House. I would describe it as being overwhelm-
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ing; 41 of the States said yes they wanted this bill passed as it was in
the House.

The CHAIRMAN. So you endorsed the recommendation when it came
in but now you don't ask for it. I take it you wouldn't be too angry
if it became law in view of the fact that you at one time endorsed
it. Am I right or wrong about that?

Mr. HILL. State administrators from long experience are not un-
happy With what hapens to us, but we are simply urging you at this
moment to report this bill without any amendments.

The CAIRMAN. Mr. Raushenbush would probably know about this.
Here is the report to the President of 1935,you may have drafted this
thing Mr. Raushenbush.

Mr. RAUaHijkBUSH. No; I don't think so.
The CIaAiRMAN. But on page 11 in the middle of this thing, here

is the statement:
If still unemployed after a waiting period, the worker becomes entitled to

unemployment compensation at a specific percentage of his average wages prior
to discharge or layoff subject to an absolute maximum and usually also the
absolute minimum.

Now, at the time this was drafted Wisconsin had the best program
in America.

Mr. RAUSIENBUSH. The only one.
The CHAIRMAN. In fact I think only three States had a program

and Wisconsin was regarded as the best.
Mr. RAUSHENBUSI. We were the only one.
The CHAIRM3AN. Is that right, sir, you had the only one? The re-

port continues:
In our calculations a 50 percent compensation rate and a maximum of $15 per

week but no minimum were assumed.

Mr. RAUSHENBUS1I. This is an actuarial calculation where they were
try ig to say what program you could finance for a given tax rate.

The CHAIRMANf. So that when Stafes undertooVk to draft their
statutes I think they were looking for one and someone just mailed
out of Washington-

Mr. RAUSHENBUS1I. I said I was guilty. [Laughter.)
The CHAIRMAN (continuing). A model statute. Was that the Wis-

consin statute that was mailed out?
Mr. RAUSHENBUS11. No, this was a draft bill prepared specifically

for the Committee on Economic Security. I was asked to come down
to Washington, and spent several weeks doing it because I at that
point had more experience than anybody else in the country. But let
me go back to this 50 percent business. You realize that in practi-
cally all States, I think, most of the benefit rates schedule as to weekly
benefit amounts does yield 50 percent to the worker who is not the
highest paid worker. The whole issue then that was here involved
really was the maximum.

Now, maybe you ought to be aware of one reason I am sure Ways
and Means after playing around with this idea of a weekly standard
abandoned this approach was they ran head on into Illinois and Michi-
gan with their variable maximum provisions. You know what that
is; that is a combination of wages and dependents. It is a form of
dependents allowances. But it is a form which sets a different maxi-
mum for the single worker and a. different maximum for the worker
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with two dependents and a different maximum for the worker with
four dependents, all depending on wage level. So it is a combined
wage level and dependents feature.

Now, both Michigan an Illinois would probably have to scrap their
present provisions which they are much attached to, if you said, "Well,
you have got to meet a 50-50 type standard."

There are nine other States with dependents allowances, usually
figured as an addition to the amount. otherwise computed. Probably
most of those other States would also have wanted to abandon their
dependents allowance feature if you put in a 50-50 weekly amount
standard. So this was one of the comlplications that Ways and Means
faced up, to, anti said, "Well, we don't want to revamp these State
programs to that extent, and abandon the standards approach."
They also, as Mr. Brown pointed out earlier, said, "Well, all these
standards would have to be interrelated," all these benefit provisions
are interrelated.

It is really a seamless web. If you once get into this you are hope-
lessly bogged down in federalizbg the whole system you had better
leave it to State judgment and discretion, because there is lots of
evidence of responsible State action over the years. Sure this is a
controversial field. )on't think it is easy for labor and management
in Wisconsin to reach agreement every 2 years, but they do.

The CHAIRMAN. You are an economist.
Mr. RAusnENBUSI. I used to be, at least.
The CHAIRMAN. Yes, sir. Well, I always thought it is something

like being a lawyer, once a lawyer always a lawyer, at least you kind
of like to think so.

Mr. RAUSHENBUSIr. Thank you, sir.
The CIAIRNIAN. And you io recognize that the diminishing pur-

chasing power of the dollar has given us a smaller program than we
had when this program first went into effect.

What is your reaction to that?
Mr. RAUSHNBUSiI. Well, I have several reactions.
The CIEAIRMAN. Do you think something ought to be done about it

or not?
Mr. RAUSHENBUSH. I have several reactions, Senator.
In the first place, I am in favor of a broader taxable wage base for

Federal and,State purposes but not way up where you will jar indus-
try very badly if you make such a big change as the original bills
proposed in the House.

The CHAIRMAN. You would like to see it increased?
Mr. RAUsHENBUsH. I would like to see it increased, and I think the

increase that the House decided on is a House solution.
Now, I realize that the Secretary of Labor told you it wasn't a very

adequate increase. I think it will fill the bill for the next 6 years.
Maybe after that you will have to take another look. But I think
the change to $3,900 in 1969, giving the States an adequate oppor-
tunity to legislate meanwhile in regular sessions rather than special
sessions, and then the move to $4,200 in 1971, combined with the tax
rate increase from net Federal tax rate, moving from four-tenths to
six-tenths, this is going to finance the program much more adequately
perhaps than it has been in the last few years. This is particularly
true of administrative costs.
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. The $3,000 base having stayed hitched for so long has really begun
to turn the screws both on administrative money, net Federal unem-
ployment tax receipts, and grants to the States for administration,
but also on benefit provisions in the States, and, as you know, Sena-
tor, a number of the States have adjusted their wage base, their con-
tribution base. They felt they had to to keep a good solvent benefit
program and continue to liberalize their benefit provisions.

There are now, I believe, 18 States which go above $3,000 as a base.
Wisconsin joined that group just this year. We now have a $3,600
base.

Senator DimsEN. Doctor Raushenbush-
Mr. RAUSHENBUSH. Yes.
Senator DIRXKSEN. I think you should at this point comment on

the possible impact of the Secretary's suggestion with respect to this
higher wage base on the economy of the various States.

Mr. RAUSHENBUSIi. Well, this certainly concerned all of us. Em-
ployers, I think, would probably be up in arms if you were seriously
considering the type of proposal originally made of jumping the
wage base from $3,000 to $5,800 and then to $6,000, because they see
no necessary relation between the social security base and this one.
These two taxes, although they are both payroll taxes, differ widely.
In social security you have joint contributions, employer and em-
ployee, and you have no experience rating whatsoever. It is a wholly

iferent situation, and ever since 1939 when the Congress changed
to a $3,000 base, these two things have gotten farther and farther
apart every time you adjusted social security.

So there is no reason why you shouldn't treat this on its own merits
and not hook it up with the social security base.

But certainly the impact on industry and its costs would be a very
major impact when you go from $3,000 into the Secretary's most
recent proposal of $4,500.

I think Ways and Means was right in doing it in two steps, and
the first one postponed a couple of years, with due notice, giving the
States a chance to legislate this, too, as part of their benefit financing,
$3,900 in 1969, and then $4,200 in 1971, they considered this very
seriously. They got all kinds of actuarial estimates from the Federal
people in the Bureau of Employment Security, what this would take
for administrative financing and also for the financing of the 50-
percent Federal share of extended benefits, which is part of the pro-
posal of 15119.

This ground has been very thoroughly canvassed and I think the
thing that this committee, in particular being a tax committee, should
give very serious consideration to is how heavy a jolt are you willing
to give the employers of the country by jacking up the wage base too-
fast, too far; does that answer your question, sir?

Senator DIRKSEN. Yes.
The CHAIRMAN. Well, you made a good case, gentlemen.
Mr. RAUSHENBUSH. Well, we have thought about it a little bit.
The CHAIRMAN. Senator Dirksen, do you have any further ques-

tions?
Senator DIRKSEN. I thought there should be some comment on the

Secretary's suggestion about extended benefits.
Mr. RAUSHENBUSH. I would like to pass that to Curt Harding of

Utah who chaired our committee on this subject.
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Is that agreeable q
Mr. HILL. Yes, Mr. Curtis Harding of Utah.
Mr. HARDING. This is rather difficult to reply to. I would like,

though, to report that we started in 1961, that is a committee of the
States, to see if we could not devise a program to meet the needs of
the unemployed workers during periods of recession.

We met for a period of 2 years and we obtained the information
from the Bureau of Employment Security in Washington; they
worked with us very cooperatively. We worked with many State
administrators and many of our research people, and over a period
of 2 years we devised a program of extending our protection to the
workers during these high unemployment periods.

One of the big issues was as to whether this should be completely
federally financed or completely State financed, and after consider-
able study we concluded that the program we had recommended with
the 50-50 sharing of financing would produce the best benefit payment
program and result in the best formula a.

Now, this program that was proposed the day before yesterday
by the Secretary is new. None of us have had an opportunity to
review it. Remember that these costs represent hundreds of millions
of dollars in benefits and in taxes, and I couldn't pass judgment on
this really until I had an opportunity to make a careful analysis as
to what it would do, how much it would cost and really put it under
the same type of microscope that we put our recommendations.

Incidentally, Paul Raushenbush was a member of this committee, I
was on it. Paul-I really don't know how I can answer the question.
I just think it is too new.

Mr. HILL. Let me make one comment about this. One of the fea-
tures that we considered when we were developing our extended
benefit program was whether or not it ought to be totally State fi-
nanced or totally federally financed or partially federally financed.
One of the things that led us to the conclusion that any kind
of extended benefit program ought to be at least a shared-cost
proposition was because once you get into a total Federal payment for
extended benefits you lose employer participation in terms of whether
the individual is still looking for work and trying to find work. The
employer loses interest. It is no longer merit rated. It is coming out
of the Federal kitty and he couldn't care less from that point on
whether or not the man gets the benefits.

Now, unfortunately, we have a feeling this may carry over also to
State administration and we are State administrators here. But when
you get into the business of paying out of the State funds, State
moneys to the people you get better and closer administration with
the people who are unemployed and we wanted that, and for that
reason we asked that there be some State money along with the Fed-
eral money because we felt we would get better administration.

Mr. RAUSENBUSi!. Mr. Chairman, one more brief comment on that.
We noted that the Congress in 1958, and again in 1961, had passed
a program of extended benefits directly related to recession periods
or high unemployment periods, and right after that experience of 1961
we said we think the Congress is going.to be interested in an extended
benefit program whenever the economic weather gets really rough.
Therefore, our committee went to work and spent i. couple of years in
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developing this program which Mr. Harding and Mr. Hill have just
outlined., and after we had developed it we put it to the States. We
had a number of regional meetings in which we thoroughly discussed it.
Then we took a conference poll. There was general support for it and
at this point we got bipartisan introduction of the proposal in the
House.

Chairman Wilbur Mills and John Byrnes, each introduced an identi-
cal bill so that this would be before the public for a period of time,
and th,.s has been true now for a couple of years. This has been com-
mon pi operty, these ideas.

No-w, the Ways and Means Committee, in its executive session
deliberations modified that original proposal somewhat to throw in
national trigger points, in other words, to have all States participating
if the nationwide economic conditions were such that it seemed de-
sirable, but still they stuck to the idea of a recession period or high
unemployment period eitner State or Nation wide and they stuck to
the idea of joint financing and sharing of costs.

Now, the Secretary's proposals, of course, would go for a hundred
percent Federal financing under recession conditions. Even though
the Secretary did accept the trigger points of H.R. 15119, we still
think what the House passed is betfer and we are very hopeful because
we think this is a very major, important bill, making some real prog-
ress in this field, ir1 coverage, in financing, in extended benefits II
judicial review, and we hope that this committee will recommend it
without amendment and that it can still be passed in this session of
Congress.

Senator DIRESEN. Dr. Rausenbush, it would occur to me if in a reces-
sion period you had a hundred percent of Federal financing that
would be just one facet but it would open the door to ultimate federal-
ization of the other attributes of the program.

Mr. RAUSHENBUSII. There is surely that danger, Senator. There has
always been a question as to the proper role of unemployment compen-sation, is it an earned right,- program or is it a welfare program or
relief or whatnot, and there are some people who think it ought to be
a welfare program.

The CHArM3AN. I think it would be a better program, Mr. Raushen-
bush, if we had you here in Washington instead of Wisconsin.

Mr. RAusnENBusiu. Maybe I have already talked too much.
The CHAIRMAN. Are you through, Senator Dirksen?
Go ahead.
Senator DUiKSE . Go ahead.
The CHArMNAN. How much money is there in the unemployment

trust fund now; What is the total?
Mr. RAUSTIENBUSII. I would have to look that up. It is over $7

billion.
Mr. HILL. It is over $7 billion.
The CHAIRMAN. That is close enough. So as of now as I under-

stand your position, you say, well, we have over $7 billion in the fund
and you feel that with these extended benefits it might be better just
to wait and if you run into bad, stormy economic weather then let
Congress act as it did previously.

Mr. RAUSENBrSiH. No; we would like to have it done in advance.
Mr. Hmn. In this bill.
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Mr. RAUSENBUSH. That is what this bill does. It puts it on the
books in advance.

The CHAIRMTAN. So you want it that way?
Mr. RAUSENBUS11. Yes. Because every State will have to enact

legislation to meet the new extended benefit program of this bill, and
they should be doing that in their regular sessions in 1967 and some
of them meeting only in 1968. So they are getting advance notice and
an opportunity to legislate.

We like that provision of the bill.
The CHAIRMAN. For once you are a little bit off, gentlemen; the

State reserves rates are $8.4 billion.
Mr. RAUSENBUSH. I was being conservative, I said over $7 billion.
The CHAIRMAN. Senator Bennett?
Senator BFNNErr. Mr. Chairman, if I am correct the Secretary of

Labor last Wednesday recommended that every State pay every
claimant who has 20 weeks of work 26 weeks of benefits on a flat
uniform basis.

Mr. Harding, who is the administrator of the Utah Department of
Employment Security is here and I would like to ask him how would
this affect our program in Utah if it were adopted?

Mr. HARDING. Well, I would be pleased to comment on this, Senator
Bennett.

I might start out by saying at one time in the State of Utah we had
a law and this law paid our people 26 weeks of benefits if they qualified
for benefits; that is, with 26 weeks of work. We have a problem in
that we have a high seasonal percentage of industry, we have a great
number of seasonal workers, and the greatest cost of our program is
paying benefits to seasonal workers.

Many States had provisions in their laws that denied benefits to these
seasonal workers and the issue came before our advisory council, which
was constituted of labor representatives, management representatives
and the public, and they were trying to devise a system of improving
the program and increasing the' benefits but the cost of the seasonal
workers was so high that they just couldn't see their way clear to do
it so they were trying to work out a seasonal clause to see if they
couldn't perhaps deny benefits to these seasonal workers in order to
have a more equitable program to pay benefits as the advisory council
says to the people for whom the legislation was really enacted.

After coiisiderable discussion and because we have so much seasonal
industry they concluded that. this would be inequitable so at that time
we changed the. program, the policy which we had been operating
under and rather than having a uniform duration for all of the people
they said we still pay benefits to these people but we will pay them
a lesser amount, and they, at that time adopted a plan of what is called
variable duration. In this regard, I would like to state that at that
time there were in the neighborhood of 16 to 17 States, I believe, that
had uniform duration. If you will check the record, I think you will
find that about half that number continue to have uniform duration.
In other words, the States have moved in this other direction, and we
did it, as I say, to improve our program.

We didn't want to deny these people benefits. We just wanted to
recognize that labor market attachment isn't something which is not
black and white.
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You go to 20 weeks and you pay the man 26 weeks of benefits. He
has 19 weeks of employment and you pay him something less than that,
or zero. So if this were enacted we would have two choices and I
think they would both be bad. Right now we pay in the State of Utah
a minimum of 10 weeks for 19 weeks of work. We pay a maximum of
36 weeks for approximately 40 weeks of work.

Now, if our advisory council and our legislature is confronted with
this problem of having to pay anyone who qualifies with 20 weeks of
work 26 weeks of benefits they are going to have to reevaluate our
program and we have two choices and I think they are both bad. Are
they going to adopt seasonality provisions now and deny benefits to
these people who otherwise receive something less than 26 weeks? Are
we going to make up the additional costs by some other part of the
formula and are we, for instance, going to look at the recipients that
receive above 26 weeks and make some adjustments to that?

We are going to have to then work our formula in accordance with
this mold which is put out at this national level, we are going to have
to fit the economy. Utah does not fit into this nationalmold and it
is going to create a very, very difficult problem and deny us the right,
us in the State of Utah, the right to adopt that program which most
equitably meets the needs of our people.

Our advisory council a few years ago when we extended duration
up to 36 weeks for the man with long labor market attachment said:

We want this program to pay the right people at the right time and we want to
recognize that the person who has substantial labor market attachment Is entitled
to substantial benefit payments.

And that has been the policy which has been in effect for some long
period of time. So I would suggest that this provision, if it were
enacted, would make it very difficult for us to fit our economic, our
unemployment program in Utah to the mold that was forced upon us.

Senator BENNETT. Thank you. I think that clarifies that problem,
and I am sure there are many other States that have this seasonality
problem.

Mr. HARDING. Incidentally, Pennsylvania just went up from uni-
form to variable duration, didn't you, Jack?

Mr. BROWN. Well, I think we have a little longer history than you
do in this area, because we were a variable duration State for many
years, and then for almost 10 years we were uniform duration and
the real problem with uniform duration is that you have to adopt
a fairly high cutoff point such as 20 weeks of work. Anybody below
that you just can't afford to pay them this uniform duration.

So here we were with a uniform program in Pennsylvania actually
denying thousands and thousands of people benefits that we really
thought ought to have some entitlement, especially these seasonal
workers so we have gone back again now to variable, and our neigh-
boring State, New York, is still one of the uniform duration States.
But Twould say there are hundreds of thousands of people in Penn-
sylvania who would not be eligible for benefits in New York uider
the New York formula, and we are proud to be able to say that we
can pay a just, fair benefit to people with short-term attachment. So
we think it is a much more pliable program to ajudicate.

Senator BENNETT. Any of the rest of you who would like to comment
on this particular problem?
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Mr. RAUSENBUSH. There are only seven States now which have a
-flat uniform duration. All the others use varyig duration based on
length of work or amount of wages for covered work in the base
period. So this is, of course, the kind of a controversial issue which
every State deals with in its legislature.

This always keeps coming up, it has had a lot of consideration,
and it is indicated that some States have abandoned flat uniform dura-
tion and moved to variable because they think it meets the problems
better.

Mr. BROWN. I might add this, that it seems to me if there is any
thought of a Federal legislation adopting some kind of standard in
any area, wouldn't it be logical that this standard be evolved from
the common denominators of experience that have developed in the
States, and uniform duration is not a common denominator of the
development in the program when there are only seven States left
doing it.

Senator BENNETT. Well, from your testimony, it seems to me it is
a step backward.

Mr. BROWN. That is right.
Senator BFNNETT. Rather than a step forward.
I have one other question.
The Secretary of Labor suggested that H.R. 15119 should be

changed to further limit and restrict the right of the States to dis-
qualify individuals for benefits for certain causes. He has recom-
mended that the State should not be allowed to postpone benefits for
more than 13 weeks because of any disqualifying act other than a
labor dispute or fraud. He has coupled this recommendation with a
brandnew standard which does not appear in either H.R. 15119 or
S. 1991. His completely new standard would prohibit a State from
charging an employer's experience rating account with any benefits
paid for unemployment which follows a disqualifying act.

I would like to throw the question to the panel and have one of you
respond with your comments on this new proposal of the Secretary
of Labor. Were these proposals considered in the House?

Mr. HILL. Yes, Senator Bennett-well, not exactly this specific pro-
osal, but you will recall that the original administration proposal
ad in it a standard that would have limited disqualifications to a

postponement of benefits for 6 weeks.
Now, of course, the House rejected that. They made a limitation

,on how far you could go with disqualifications but it was a limitation
which simply said "You cannot wipe out entirely the man's credits."

This proposal of 13 weeks moves off of the original 6 and just says
instead of 6 now we will settle for 13, and when this whole matter was
taken up before the Ways and Means Committee Mr. Mills asked the
Department of Labor to appoint several people and he asked me to
appoint several people from the States and to formulate a little com-
mittee over the Easter recess, as I recall, to work on this exact problem
to see whether or not there was an equitable kind of standard that
could be developed in this field.

H.R. 15119 has in it a standard but it was not one that was agreed
upon by the States and the Department. There was one simply that
the Ways and Means Committee put in at the end, and we do not
object to it.
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However, this particular 13 weeks, the problem with that is that
from time to time you run into disqualifications where 13 weeks are
not severe enough. So, consequently, any kind of limitation that
you put on disqualifications of this nature in terms of weeks, we
think is bad.

Now, let me have one shot at this business of noncharging and then
I will pass this question along to the others.

You will notice part of the Secretary's proposal, and this is new,
is that on disqualifications after you are allowed to postpone up to
the 13 weeks, you are not to charge the employer for any belief its that
are paid thereafter.

Well, somebody has to pay the bill for this. So, in effect, when
you do not charge a given employer, that is you don't charge it back
to his merit rating, you charge it against the State fund, and thereby
everybody, i effect, picks up the bill for that. You have socialized
the cost, if you will.
Now, most of the State administrators, I think, would urge you

not to move into the area of noncharging because the further you go
down the road of saying that "we are going to pay benefits but don't
charge them back to a specific employer; charge them to everyone," the
further you go toward flit; elimination of merit, rating, that in effect is
what you are doing. You are saying now, "We are going to pay this
man but we n longer are going tW charge it to the account of a parti-
cular employer. Ie ae just going to spread the costs."

So I sim ply point that part out abot the proposal.
Now, Mr. Brown served on the committee that tried to work in this

very field and he probably has some comments.
Mr. BRow. . Just briefly, again, I fall back on the point that I made

earlier and that is that it would seem to me that even in this area of
disqualifications that the collective, cumulative experience of the States
and their currentpractices might serve as a common denominator for a
so-called standard.

Well, a common denominator of State laws is diametrically opposite
to this proposal. If there is one thing that is common among State
laws, for example, it is to generally say that a man quits his job must
become reemployed again before he is going to be eligible for benefits.
The States collectively have this viewpoint. This would violate that.

Senator lBENNE'. Ainy other comments on this question?
Mr . CoF3[AN. Yes, I would ike to comment 1iefly, sir.
You know )alt of or problem is that we hope that we have public

acceptance of our program, that the publ ic, people Who are affected by
it have confidence in it. This is most important in order that th'e
system might work.

Last year, last fall, there was a poil taken by the Gallup people
which asked some questions about what the general public thought of
unemployment compensation in this country, and I would like to coin-
ment first of all that one of the questions was:

Would you favor or oppose making the unemployment benefit laws more strict?

Sixty-nine percent of those who replied favored it, a more strict
law, coupled with the fact that the very first question asked:

Do you think many people collect unemployment benefits even though they
could find work?
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And we find that 75 percent of those polled think they could. In
other words, they are saying that there are many people who are draw-
ilg unemployment conipensat ion that probably shol dn't be.

NoW, this proposal which we have before us instead of making the
lawi more strict lessens it, This modifies it. It is a postponement.

The person can embezzle thousands of dollars and get caught and
under this provision 13 weeks later he is a claimant.

Now, we believe it is far better to fit the penalty to the crime. The
facts in each individual case ought to be considered, and the apjwopri-
ate penalty, if one is required or necessary, should be applied by tie
people who are reviewing the facts at the point where it occurred, and
not ili accordance with some standard that has been promilgated
flat-ly.

Senator B1ENN1'. Mr1". (ijiriman, 1 will be ha))y to wait, I have
one Ilorc question, .1tid I will be happy to wait, and ask it, later if Sell-
ator Ilartke is anxiotis to get, away.

S0mor 1)OUGLAS ( residing). [ am going to recognize Senator
lhlrtke, but before I do so 1 woild likel to recogniize our beloved col-
league from Vermont, Senator Aiken, vio lits t11 commissioner of
emp)loymnent security of Vermont with him.

Senator Aiken, would you like to it reduce her?

STATEMENT OF HON. GEORGE D. AIKEN, A U.S. SENATOR FROM THE
STATE OF VERMONT

Senator AIKEN. Yes, Mr. Chairman. I thank you for this oppor-
tunity. It is a very welcome assigmmient.

I realize that the next witness will not be giving her testimony im-
mediately, and I will have to leave to attend the markup of the so-
called food-for-freedom bill in the Agriculture Committee. 1 would
like to say that if all the States of the Union were as broadminded and
forward looking as the State of Vermont that you would be relieved
of much of the proposed legislation which comes before your com-
mittee and probably would not have tie present bill before you
today.

Vermont was the first State to legislate cooperation with all phases
of the Social Security Act, and we have underaken-

Senator DOUGLAS. You were Governor then?
Senator AImm. What?
Senator DoUGLAS. That is when you were Governor?
Senator Ax~ijN. I was Lieutenant Governor then, but we all worked

on it. There was no difficulty at all. We have tried to maintai, that
progressive record ever since.

We were the first State to have an effective 39-week coverage period
for unemployment. There were two other States that had a 39-week
coverage period, but the criteria were such that I believe Vermont was
the only State where it was possible to make it effective.

We have had a miimium wage coverage which has been much
broader than most of the States of the Union, I believe broader in
some ways than Federal law itself, and as a result I maintain we have
in Vermont the highest quality employees of any State in the Union,
if you don't mind my saying so, and we have the best relationship be-
tween employers and einlpoyees. Wo seldom have any difficulties
unless someone from somewhere comes in and stirs them up.
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Now, I want to simply introduce to you the best, coinmissioner of
employment securit-', without disparaging in any way the eonunission-
ems of the other 49 States. I don't know what Mrs. Hackel, Stella, as
we call her-ys, JI do know what she is going to say because I have
read it while I have been waiting here, and 1 approve it, so you put
me on record as approving her testimony. &nd inasinuch as I do have
to leave, I would just now like to ask Mrs. Stella, Ilackel to stand up.
After seeing her, I an sure you are all going to remain for her
testimony.

Senator DouoLA. We are very glad indeed to welcome both you
and Mrs. Ilackel. Vermont is indeed a progressive State. It started
that way when you entered politics in the State of Vermont. We
are very glad to see that the seeds which you sowed are bearing fruit
in a somewhat different pasture.

Thank you very much Senator.
Senator AiKEN. Adios, or whatever you want me to say, and I will

go over and see what we can do on the food-for-freedom bill.
Senator Douomts. Thank you very munch, Senator.
Senator Hartke'.
Senator IIAWrrKE. I don't know who I sleak to here.
Senator DoUGLAS. Mr. Hill is acting as chairman of the committee.
Senator HARTKE. Mr. Hill, let me ask an elementary question.

You people operate on a consensus theory, in other word;, what the
consensus of the State administrators is, is that your operating theory?

Mr. HILL. Actually, what we do on legislation is we take a poll, that
is we ask the State adiminist-rators to respond to part icular questions,
and I read into the record earlier on this particular bill exactly the
question asked and the response received.

Senator HARTH.E. Yes. Well, do you ol)erate on a consensus theory
or not? In other words, after a poll is taken, that is what the basis
of the census is, I suppose.

Mr. lHm,. Right.
Senator Ilulrju. Then (1o you follow those recommendations, or

do you digress from them, or what are the criteria?
Mr. HimL,. Well, we follow those recommendations with respect, to

Federal legislation, that is if the State administrators vote that they
want, that they are in favor of a given proposition then we present
that.

Now, this does not preclude us at a later point in the development
of legislation from repelling or taking another poll, because at times
there are changes in our position.

Senator HAIITKP. On the repoll, do you present the same basic
questions with the modifications or alternatives, or do you do it in
a summary fashion?

Mr. Hmr. Not necessarily.
Senator IAIRTK. Or is there any prescribed method of doing it?
Mr. IIm,. No prescribed method. The conference code prescribes

that tie executive committee of the conference which is made up of
administrators from the various regions of the country will simply
approve a p )ll and decide and determine what shall be asked.

Senator IarKm. The executive committee then approves of thea
question which is formulated and--

Mr. Hua,. Right.
Senator HARIKF. (continuing). And then submits it to the member-

ship.
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Mr. Ihw. Yes.
Senator HARIrKM. All right.
Who, in the executive committee, is charged with the responsibility

of the formulation of the questionnaire-any individual
Mr. HIiT,. No particular individual. Usually it. is formulated by

the legislative committee of the conference. We have a committee on
legislation. They usually determine the language on the poll and
submit it to the executive committee. Sometimes it is changed, soie-
times it isn't..

Senator IlA'rTI(. Then, as you proceed through the consideration
of the legislation, who then formulates the question?

Mr. lILm,.1 don't know that I follow your question as you proceed.
Senator HAlrTKE. Well, you change, you said that. you change dur-

ing the proceed ure along with the action of 1ira colmiittee. Who, then,
(oes tile formulation of the revised questionnaire?

Mr. im,. Well, the questionnaire is ultimately formulated by the
executive committee.

What. I intended to say to you earlier, the fact. we sent, out a )oll,
take their iiieasuire, for instance.

Senator I1ARTICr. Yes.
Air. 1IhL'. We initially h14d a pOll of the Stites, in effect it was a

natiolal meeting instead of a poll ill which we resolved a nuniher of
issues abolit our l)osition ol this bill, and we urged that, position in the
][louse, alld after le Ioust changed the legislation in certain respects,
soen of what we urged they agreed to, some of it they (id' t. agree to,
hilt finally when the bill wtas ilt imately put together in the I louise andi
voted u omi, we decided to take it hac k to the States again and say.
"Now (to you support this kind of legislation as it came out or not.?"
And the res pon-se 1 have already read into the record.

Senator I[,\RTKu . Let Me state to you quite honestly, that I have
gat respect for polls, but it is all elementary rrlciple of al) 1)ollste
that if the formulator, those who are in charge of formulating the
questions, can come out with a result which they generally want to,
tiey would desire to make that type of procedure. Y ou understati
thait.

I am sure with you people that you wouldn't intentionally try to
come up with a result which was not in accordance with an objettive
Il)l roach.

llowewvr, the poll which you placed in the record this morning wa
quite detailed, was it not, In the original instance dealing with sub-
stantive features of the measures itself, in which you were approaclui-
some of these broad changes in the unemployment compensation laws?Mr. l,,.Right.

Senator IIARTKE. However, when you camne to the place where you
had another poll dealing with the fintl bill which was in front of them,
these measures were not, taken up in the same categories, in the same
fashion, and in the same detail as they were in the original instance,
isn't that true?

Mr. IIn,L. That is true.
Senator ILn'RKE. So what you have done here is submit to them in

the first instance a questionnaire upon the substantive individual por-
tions of the law as originally proposed and as we are now considering
them, isn't that true?

Mr. IITLL. Correct.
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Senator IHARTKE. But when you come to the final analysis, the ad-
ministrators were not given an opportunity to express any views upon
the substantive changes, upon the alternatives, on the modifications, or
any of the details upon which ou are testifying today, isn't that true?

Mr. HILL. Well, they weren t-we didn't go through it item by item,
you are correct.

Senator 1tAlITRE. Just be honest with us. It is true you asked a
general question "Do you favor this bill ?" Isn't that right'?

Mr. HiLL. Well, as approved by the House.
Senator IIAITKE. As approve([ by the House.
Mr. HiuTL. Is part of the question.
Senator IlAUWrE. That is right. In other words, you didn't talk

about all those details in your poll which you have been testifying toquite in detail here this morning and expressing opinions, isn't that

true?
Mr. HILL. That is true.
Senator HARITKE. All right. So for all intents and lIrposes you

have really not found out what the consensus theory should have
brought you to as to these measures upon which you are testifying in
det all here todly, would that be true?

Mr. HILL. Well, the response we got, Senator, indicated, I think
quite clearly that the mai ority of the states, the vast majority of them
d0 favor the passage of this hill in the form it passed tle house.

Senator IIAITKE. I am not disputing what you found in your re-
sults. I am coming back to the basis of poll-taking and why it is so
dangerous to base public opinion upon polls, and especially why it is
so dangerous to have enactment of legislation on tie lasis of polls. I
am not one who believes that the results of answers to questions which
are formulated by people, whether objectively or subjectively, are nec-
essarily the ultimate determining factor as to what you are going to do.
I will come back to that a little later.

What I am trying to establish now is what the factual situation is.
Let me restate it very clearly as I understand it, and if I amn wrong,
you correct me.

The basic changes you are saying here are, according to this joint
statement-and I read from the bottom of page 8-
will entail far more change in the unemployment insurance system than has been
previously enacted in all the bills since the birth of the program some 33 years
ago.

AU right.
Yet this is not just a one-shot change. There are nmitiple changes and several

categories in which there are major changes in the basic approach to unemiploy-
mnent compensation law.

Is that true so far?
Mr. HILL. Yes.
Senator IIARTRI (reading):
Most af the major questions before us were Included in the original poll, and

submitted to the State administrators, and they rep) led.

Is that true or is that not true ?
Mr. IImL,. I would be afraid to answer that yes because you have a

lot of questions now before you in this bill that are (ifT rent from those
that -Were in the original lp:oposal if you are speaking of the-

Senator IIATITIir. You are speaking about tHe house bill now.
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Mr. ILLu,. Pardon?
Senator IL4tIITKI.. You are talking about the House bill.
Mr. HILL. That is right, sir. Ilhere are a number of different

changes iI approacheA.
Senator ]ilAirrKE,. All right. Let me modify my question or my

statement of what I understand to 'ie true. The questlonimire which
is in the record now% will speak for itself. But in a fair interlretation,
that qtestionnaire is certainly much more detailed than the fimal ques-
tiommaire which was submitted to thoin utpoi 'the bill which resulted
from the act ion of the Ways and Means Committee and the Iiouse of
Representatives.

Mr. lhim,. Ol, yes; I don't th;lk there is aiiy question about, tile
fact, it is more detailedd . Let. nrc make one more comment, if I may,
with respect to this. Whe.% we first took our first, poll which w'as
actually a w-cytoaig which we had and we discissed till of these
issues, 111d we took thisto the Ways ald Means Committee, a grIat,
deal of the thing that we asked the Ways and Means Commit tee to do,
t great deal of the action that we asked for was take ald is in 15119.In effect, we (rot a large measure of response to what we asked for ill

our initial pol.
Now, there wer-e some modifications anrd changes, nuost of them I

would describe as slight in what we got. Somme of tlhe thIings we
wanted we did not get when the Ways and Meanis Committee put this
together.

When we caine out. of the W1ays and Means Committee we could, of
course, go through and detail evAery item again, you see on a , pol and
done it all over again. Tile problem with doing it that way-and this
is 'a very practical problem, we weren't necessarily trying to achieve a
particular result because I don't mean to in(licate now--

Senttor If~irTI'r. I (ti(ll't sa.y that you were. If you have any feel-
ing of guilt on this, you tire ascribing It to yourself; I am not ascribilig
it to you.

f1'. HILL,. What I mean to say I don't mean to indicate on this that
every State administrator who voted "yes"-and I was one who voted
"yes," but I don't necessarily like every single part of 15119. If I
had my way about it, there are some this in it that I would change
about 15119 although I voted "yes" on the poll. I am likewise sure
this is true ,of the vast majority of State administrators. But what
good would it do this committee if we came along with a long list of
individual items that the State administrators would like to have
changed but without any particular consensus, if you will, on a given
item.

So instead of that, we simply said: "Since we got most of the things
that we were after and we mssed only a few, do you want this bill th'a
way it is or do you dislike it so much because it lacks certain items
that you would be opposed to it." And this, in effect, is all in the world
we were after.

So I am not--I do not. try to indicate to you that there are 41 State
administrators who think this is a perfect bill in every respect, and I
don't think the poll itself indicates that.

Senator HIArriE. All right.
But the fact remains that upon the substantive changes whirli ap-

pear here, you lhve now endorsed in blanket form a poll- and by your
o5-oe-e-----o
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statement before the Senate Finance Committee, which in substance
says that you are asking us to rubberstamp the action of the House
Ways and Means Committee.

Mr. HILL. Well, yes; the answer to that is "Yes," except we are not
asking you to rubberstamp.

Senator HARTRE. Let us just wait a minute here. If you have some-
thing you are afraid of, I will get to that later. We will come back
to this whole statement. This whole statement does not take one single
item from your original poll upon which you had other votes and
changed.

Let me come back to page 6. You say:
Most State administrators would agree that this is a reasonable level for State

benefits and many States already maintain this level or a higher one.

In the original questionnaire was this question submitted to them in
regard to a Federal benefits standard of 50 percent of the claimant's
average weekly wage up to 50 percent of the statewide average weekly
wage.

Mr. HILL. Yes.
Senator DOUGLAS. What was the decision?
Mr. HILL. The decision, by a vote of 24 to 21, was in favor of the

Federal standard.
Senator DouGLas. Now, is that provision in the House bill?
Mr. HILL. No.
Senator HARTKE. Was any effort made to obtain a consensus from

the administrators as to whether or not they wanted to accede to a de-
gree, to retreat, or to water down the bill-! am using your words-in
this regard?

Mr. HILL. Only by virtue of the question asked; that is, "Do you
favor the bill as passed by the House?"

Senator HARTKE. The bill as written.
Mr. HILL. And the administrators were aware that this was not in

the bill.
Senator HARTKE. Now then, tell me how you come to this conclu-

sion on page 6 that the committee ultimately determined, and you
are not speaking, I don't suppose, of the executive committee, but of
the committee which you represent?

Mr. HILL. No, I am talking about the Ways and Means Committee.
Senator HARTKE. And the State administrators now agree with

that decision; is that right?
Mr. HILL. Yes, sir.
Senator HARTKE. How can you tell, how can you really say, that

is true?
Mr. HILL. Well, the reason I say it is true is that they answered the

poll by saying they favored the bill as it was enacted by the House.
The House bill does not have a standard in it, and I would assume,

therefore, that they favor a bill without a standard in it.
Senator HARTKE. Let us come on back. You said that was approved

by a vote of 24 to 21.
Mr. HILL. Yes.
Senator HARTKE. Let me read from page 3, and you tell me where

I am wrong, if I am wrong:
That on the Federal benefit standard questionnaire, Item No. 3, the provision

No. A. the Conference recommends that the Internal Revenue Code be amended
to provide that the weekly benefit amount of any eligible individual for a week
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of total unemployment shall be in an amount exclusive of allowances with
respect to dependents, equal to at least 50 per cent of such Individual average
weekly wage as determined by the State agency up to a maximum benefit,
weekly benefit, an amount which shall be no less than 50 per cent of the State-
wide average weekly wage in covered employment.

Is that not the question involved here upon which you are testifying?
Mr. HILL. Well, that was a question involved at the meeting; yes,

sir.
Senator HARTKE. And you say that report was adopted by 24 to 21 ?
Mr. HILL. I say that that amendment was adopted to the report,

original report, by a vote of 24 to 21.
Now, when the final report was adopted there was a different vote

on the entire total package of the Federal standard, and I frankly
cannot tell you what this was, but it was 30-some-odd.

Senator HARTKE. I am going to read this to you again. Tell me
wherein there is a difference, if there is a difference, between your
statement on page 6 which I previously read to you. I think that
the interstate conference was sharply divided on "this issue, but did
vote, and as you said, the vote was 24 to 21, to endorse a Federal
benefits standard, and up to 50 percent of the statewide average weekly
.wage. Now is that not, in substance, the same as this question which
is on page 3 of the questionnaire and now in the record, item No. 3,
subparagraph A, which reads:

The Conference recommends that the Internal Revenue Code be amended to
provide that the weekly benefit amount of any eligible individual for a week of
total unemployment shall be in an amount exclusive of allowances with respect
to dependents, equal to at least 50 per cent of such individual average weekly
wage as determined by the State Agency, to a maximum benefit, weekly benefit,
amount which shall be no less than 50 per cent of the State-wide average weekly
wage in covered employment.

Mr. HILL. Yes.
Senator IIAI'TKE. All right. How can you come here and say now

that vote was 24 to 21, when your questionnaire says, and I read from
your questionnaire, "in favor, number of State employment agencies,
34; opposed, 12; not voting, 6 ?"

Mr. IILL. Well, the reason I say that, Senator, is that when we were
debating this issue on the floor there were a lot of different standards
that came up, and when the issue of the 50-50 standard came up, it
was adopted, as I recall, by a vote of 24 to 21.

Now, when we took the final vote as we went back, we went back
then and voted on the package as a whole after the amendments were
made-I am sure you are familiar with this procedure--and then came
the vote that you are talking about now of 30-some-odd to 12. But the
key amendment to put in whether Federal standards were to be ac-
cepted or not, and I- think every State administrator knows that, was
adopted by a vote of 24 to 21. Ultimately, it was endorsed by that
vote.

Senator ILAIITKE. All right.
I follow what you say, but I want to point out exactly what is shown

here. This demonstrates the fallacy of attempting to put legislation
on the books on the basis of consensus polls because, you see, it depends
upon how the question was formulated. Right here within your own
g roup we have a conflict of testimony un which you said sharply

ivided, and which I would interpret from your own testimony, in-
cluded in your poll a 34 to 12 item, which is not being sharply divided.
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Let me point out still further that concerning the percent of covered
workers, the vote was 61 percent in favor and 28 percent opposed; and
in percent of covered employers, it was 66 percent in favor and 26 per-
cent opposed.

So now when we say that this item was sharply divided on this issue,
it may be sharply divided as far as comment is concerned, but in the
questionnaire 60 percent of the group were in favor of a provision
which ultimately was not included in the Ilouse-passed bill; is that
correct?

Mr. HILL. Well, the ultimate vote on this Federal standard was as
you have said, and you are correct that this was not included in the
House bill.

Senator HARTKE. All right.
Now this, I think we 'all admit, is one which, according to your state-

ment, is the item which attracted the greatest publicity, evoked the
closest study and attention in the development of this measure, and was
whether the Federal law should impose Federal weekly minimum
standards upon the State.

Here is an item which, under any circumstance, there was a vote
which is contrary to that which is in the House-passed bill. Yet you
are coming here and saying that this is the consensus agreement of the
State administrators.

Mr. HILL. Well, Senator, all I have done is come here and report
to you the question which we asked and the answer which we received.

Senator HARTKE. Don't you think in all fairne3S-
Mr. HILL. To me, I interpret this as an agreement by the States

that they want the bill as passed by th Hous . If you do not agree
with that-

Senator IARTKE. What they want are substantial improvements in
the unemployment compensation law, and if you had asked them a
question, "Do you want improvement in the compensation law?" you
would have gotten a favorable response of 100 percent.

Mr. HILL. I think they would have--
Senator HARTKE. It is just like saying, are you in favor of eliminat-

ing sin or are you in favor of motherhood. You would have received
a 100-percent response in the questionnaire.

Mr. RAUSHENBUS1. Mr. Chairman-
Senator HARTKE. Just a minute. I have a limited amount of time

and I want to take all of it I can.
Let us go back to the question of the taxable wage base.
What was the result-and I can shorten this-upon the taxable wage

base?
Mr. HILL. You mean, the initial poll on it?
Senator HARTKE. You just give me an explanation of what you

think is the result now. I want to know. We have adopted-you
have adopted a consensus theory. I want to see how well it satisfies
the legislative process with a group who had the privilege of sitting
in executive session upon this bill in the House Ways and Means Corn-
mittee. I want to see how well you protected the interests of the group
which you represent.

Mr. HILL. Well, let me say, first of all, I do not have before me the
results of the initial poll; I am sorry, I do not have it with me, but
certainly I would say to you-
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Senator HARTKE. Wait just a minute here.
Mr. RAUSIIENBusii. He has it now.
Mr. HILL. Mr. lRaushenbush gave it to me.
The results of the wage base on the taxable wage base, there were

38 State employment security agencies voting in favor and 6 opposed
and 8 not voting to the fohowing proposition that the conference rec-
ominends that the Federal Unemployment Tax Act be amended to
establish a taxable wage base of $3,900 for the calendar rear 1967
and for the calendar year 1968 and therefore an amount which would
be equal to 70 percent of the national average annual wage in covered
employment adjusted to the next highest multiple of $300.

Now, this proposition
Senator IIARTKE. Do you want to give the results of that poll?
Mr. HILL. Pardon? I gave that initially. There were 38

States-
Senator IIIITKE. In favor.
Mr. HILL. That, voted in favor. There were six that were opposed

and eight not voting.
Senator HARTKE. Just for the benefit of the record, a report from

the poll shows this is on percent of workers covered, 76 percent in
favor to 11 percent opposed. When we come down to the percent of
covered employers, it was 82 percent in favor to 8 percent opposed, is
that correct?

Mr. HILL. Yes.
Senator HARTKE. Now go ahead.
Senator DOUGLAS. Would the Senator yield for just a minute?
Then do I understand it was the large States which voted both

for the increase in benefits, 50 percent, up to 50 percent of average
wage, and also on this other point?

Mr. HILL. Senator, we have no idea. The votes on these were secret
so I do not know whether they were large States-

Senator DOUGLAS. It could not have been secret because you say 11
States comprised what percentage of the covered employees?

Mr. HILL. You mean in our latest tablation, 11 States-
Senator HARTKE. Those opposed, 11 percent, representing six states

opposed.
Senator DOUGLAS. With what percentage of the workers?
Senator IJTARTKE. Let me just ask this question for the benefit of

the record-I think I can straighten it out for the acting chairman
here-iii opposition to the increase in taxable wage base in the ques-
tionnaire which was submitted to them, six States opposed, represent-
ing 11 )ercent of the covered workers, and only 8 percent of covered
employers. In this remarkable situation, this provision has been
stricken from the bill and is endorsed by this group in the face of
this overwhelming vote to the contrary.

fr. HARDING. Could I respond to that?
Mr. HILL. That provision was never in the bill. This never was

in any bill. That was a recommendation of ours which never carried
and never got into any legislation.

Senator DOUGLAS. What was your recommendation?
Mr. HILL. Our recommendation was that the Tax Act be amended

to establish a wage base of $3;900 for the calendar year of 1967, and
for calendar year 1968 and that thereafter it would be an amount
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equal to 70 percent of the national average. annual wage in covered
employment adjusted to the nearest multiple of $300. That was never
in any bill. It was simply a recommendation which the Ways and
Means Committee promptly rejected.

Senator HARTKE. Most certainly that is an extension beyond that
which is called for in the House bill, is that not true?

Mr. HILL. Not immediately, No. This is about what the House
bill would produce immediately, but you will notice this is on an
escalator and the House rejected the escalator.

Senator HARTKE. That is right.
Mr. HILL. Yes.
Senator HARTKE. In other words, the House bih is a watered down

vesrion of this provision.
Mr. RAUSHENBUSH. Not for the next few years, sir.
Senator HARTKE. It is not for the next few years, it does not make

any difference how you are going to figure it out. Considering total
House bill, it is no more than the House bill in the immediate, is that
not true?

Mr. ItLuM. Yes, that is true.
Mr. BRowN. Senator as far as calling it watered down-
Senator HARTKn. I did not use the words "watered down." This

is your statement. I did not use the statement "watered down." I am
using your words.

Mr. BRowN. You just said it.
Senator HARTxE. I said it and I attributed it to its source.
Mr. BROWN. Well, all right. The issue at stake in the House really

was that the House decided that a tax law should be related to an ab-
solute value, that was the issue, and that they resolved. They were
going to tax absolute values. They were not going to go on unknowns.
This was the real issue. The amount of money raised by the $3,900
base, plus the forthcoming $4,200 base, plus the increase from four-
tenths to six-tenths in the surtax will produce the same kind of revenue
we were trying to get with an escalator unknown.

Senator HIaTiz. But the point I am coming back to, what I am
trying to find out, is if a majority of the States now have changed their
mind since the time this poll was taken until this date, or have you
merely given them a Hobson's choice of presenting to them a neat lit-
tle package tied up with a blue ribbon and said, "Here you are, here
is your birthday present. Do you want to take it, or do you want to
reject it ? ".

Mr. BROWN. The State administrators know that this wage base and
tax will produce the kind of revenue we were after.

Senator HARTK.. How do you know that they would approve of it
if you took a poll in the first instance and did not go back there in the
second instance and submit basically the substantive questions rather
than the package question?

fr. BROWN. But they know what this will do.
Senator HARTHE. How do they know. How do I know that they

approve of your statement? Did you take a poll?
Mr. BROWN. They are knowledgeable people. They know what

this means.
Senator HARTKE. Did you take a poll?
Mr. BROWN. We did not have to take a poll.
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Senator HARTKE. What did you take a poll for in the first place
then?

Mr. BRowN. Well, when you talk about a first place poll, actually
we had a meeting and we voted on each issue at this meeting.

Senator HARTIKE. Let me ask you a question: Is this poll-supposed
to mean anything, or is it just a piece of paper upon which you are
going to pass judgment as to what it means?

Mr. BRow.N. Well, we think it means something.
Senator HARTKE. Well, if it means something, why does it not mean

something today as it did before?
Mr. BRowN. It does.
Senator HARTKE. It means that you have not given the people a

real chance. In other words, you come here today as their representa-
tive but you have not given them a chance to reverse their position.
I am not saying that this is not the opinion of the State administrators,
'but you gave them a Hobson's choice, take the package or do not take
the package. That is all the last question shows according to your
questionnaire. If you conducted an individualized, personalized poll
on that, we will be glad to listen to that. I will at least.

Mr. RAUSHENBUSH. ir. Chairman.
Senator DOUGLAS. Mr. Raushenbush.
Mr. RAUSHENBUSH. One brief comment, if I may. At our Phoenix

meeting I told the whole group Congress will probably not accept this
,escalator, they will probably name specific amounts, so they were all on
notice of this possibility.

Senator HARTKE. Who did you talk to on the U.S. Senate committee
-who gave you that opinion ?

Mr. RAU5srENBUSH. I was talking about a meeting in Phoenix where
all State administrators were on notice.

Senator HARTKE. Yes, you said Congress would not accept this pro-
posal, right. 'Who did you talk to in the Senate Finance Committee
who gave you that opinion to express to those people?

Mr. RAUSIIENBUS1T. I was merely making a pretty good guess. It
turned out that way in the House, did it not?

Senator HARTKE. I am not. asking what it turned out to be in the
House. I am not in the House of Representatives. I happen to be
in the U.S. Senate. I want to know did you talk to me?

Mr. RAUSIJENBUSii. No, sir.
Senator HARTKE. Did you talk to any member of this committee

about their opinion on this matter?
Mr. RAUSIJENBUSH. No, sir.
Senator HAR'KE. But you still gave an opinion on that based upon

what you surmised, is that right?
Mr. RAUSHENBUSH. It is still a free country. I can give that

opinion.
Senator HARTKE. I am not saying that. I do think that in a rep-

resentative capacity, in all good conscience, that before you make such
a statement, you ought to give the basis upon which your statement is
ascertained.

Mr. HARDING. Mr. Chairman-
Senator HARTKE. Well, is it the opinion of the interstate conference

that the Senate should not exercise its judgment on the House-passed
bill.

141
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Mr. RAUSIIENBUSII. They are bound to do so.
Senator HARTIKj. No, I did not ask whether they were bound to. I

just asked you is it the opinion. It is a free country. You can ex-
press this opinion and nobody is going to visit you in the middle of the
night. Is it the opinion of the international conference that the Senate
should not exercise its judgment on the House-passed bill?

Mr. RAUSIENBusI. They certainly should exercise it, and we have
been trying our best to persuade them that when they exercise it, they
will be doing a good job of judgment and public policy by adopting the
House version because it makes substantial progress and avoids some
of the pitfalls we had been opposing.

Senator HARTRE. Is it your opinion that these hearings are unneces-
sary or unimportant?

Mr. RAUSHENBUSH. No, sir.
Senator HARTKE. IS it your opinion that the Senate should merely

proceed to acquiesce in the House action?
Mr. RAtSIIHENBUSIH. Well, that is your form of word. You might

endorse it.
Senator HARTKE. I did not ask you that. I mean if you do not want

to answer the question, you do not have to. It is a free country.
Mr. RAUSEIENBUSII laybe I did not understand it.
Senator HARTKE. You did not understand that? I will ask it again.
Is it your opinion that the Senate should merely acquiesce in the

House-passed version?
Mr. RAUSIENBUSII. Not unless it is convinced that this is the right

thing to do.
Senator HARTKE. All right. That is exactly what I am going to

ask you. Do you think that the House-passed version has all the pro-
visions, which are necessary and proper and just at this moment?

Mr. RAUSHENBiUsII. And desirable.
Senator HARTIKE. You think they have all of them.
Mr. RAVSTsIIFNBusu. Well, I think they have done a very good job,

and I am afraid that no legislation at all may result.
Senator HARTKE. All right.
Let me ask you then what I think is the real crux of the question:

It it now the position of the conference that the 50-50 standard is
right and just, or is it the position of the conference that the House
provision is right and just ?

Mr. Him,. Well, the position of the conference as I interpret the
poll is that the House bill is proper as it is, and should be passed as
it is.

Senator HARTKE. All right. When cid this change occur in re-
gard to the 50-50 statewide average?

Mr. HILL. When the poll was received.
Senator IAJRKE. Pardon me?
Mr. HILL. When the poll was received.
Senator HARTIE. A poll in which the question was simply whether

they approved of the House bill, or not, is that correct?
Mr. hIm. Correct..
Senator ITARTKE. Is this true also of the wider coverage provision of

small eml)loyers and nonprofit employers?
Mr. HIL,. Correct.
Senator IIARTKE. In other words, they changed their position Ola

that, too, right?
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Mr. HILL. This is true of all of it.
Senator HARTKE. Yes.
Mr. HILL. Let me call your attention-
Senator HARTKE. It is als3o true about the taxable wage base, that

they changed their position on that, too?
Mr. HILL. Yes.
Let me call your attention-
Senator HARTKE. Is there any reason for changing the effective

date, which originally was adopted 38 to 6 for the calendar year ef-
fective 1967, and now changing that to the effective date of 1969?

Mr. HILL. Well, Senator-
Senator HARTKE. Is that a change?
Mr. HILL. We are changing all of it to correspond to what the

House bill has in it. But let me call you attention, if I may, that.
3 States out of the 41, 3 States, indicated very clearly as a footnote
to their "yes" answer that they did not necessarily indicate that some
amendments to this bill would not be either agreeable or in their
case may have been something they wanted in 1he bill.

Senator DOUGLAS. That is very significant because I had understood
from the drift of the previous testimony that you wanted the House
bill without amendments.

Senator 1-ARTKE. That is right.
Mr. HILL. There were 3 States out of the 41 that answered yes, and

this is in my testimony originally and in the record already; there are
3 States, and I now want to refer to them, because this is given. They
indicated in response to the poll that they did not want their yes vote
to be interpreted necessarily as indicating that they were opposed to
some change in this bill.

SenatorDouGLAs. What were those States?
Mr. HILL. I do not know. You see, they-there is no way I can

tell you that because the votes on these are secret. All we know is how
many States and what percent of covered workers. Now, that can be
given to you.

Senator HARTKE. I point out to the chairman, that I cannot con-
ceive-maybe these groups can explain to me--how you can know the
percentage of covered workers and just what the percentage of covered
workers is, if they have a secret ballot and if you have a numercial
vote.

Mr. HILL. Well it is very simple. We have an executive secretary
of the conference who is an employee of the U.S. Department of Labor,
and he serves as the executive secretary, and the po11 is taken through
him, and all the responses go back to him, and he knows and he
calculates.

Senator DOUGLAS. What is his name?
Mr. HILL. He is not to respond.
Senator HA1rKxE. What is his name?
Mr. HILL. Foster, Gerald A. Foster.
Senator DOUGLAS. Is he in the room t
Mr. Foster, I wonder if you would come forward.
Senator BENNFIr. Mr. Chairman, at this point for the record I

would like to object to the committee using its power to break down
the regulations of this association and the relation between the State
administrators and the Federal Government by seeking to force a
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man who is pledged to secrecy to reveal his secrets for our curiosity.
I would just like that in the record.

Senator DOUGLAS. May I ask if the pledge to secrecy is a Federal
pledge or a pledge which you took on becoming secretary of this
association?

Mr. FOSTER. It is an understanding I had, Senator Douglas, when I
became secretary of the association.

Senator DOUGLAS. Who told you thatI
Mr. FOSTER. This is in our conference constitution and code, sir.
Senator DOUGLAS. "Our," when you say "our," do you mean the

Department of Labor or the association?
Mr. FOSTER. I mean in conference constitution and code.
Senator DOUGLAS. Who pays your salary?
Mr. FOSTER. The Department of Labor, the Bureau of Employment

Security.
Senator DOUGLAS. To whom do you owe allegiance to the Depart-

ment of Labor and hence the people of the United States, or to the
conference?

Mr. FOSTER. Senator Douglas, I work as an employee of the Depart-
inent of Labor, the Bureau of Employment Security.

I work as a special assistant to the Administrator of the Bureau of
Employment Security, but I am assigned, with the full consent of the
Department, as the secretary of the Interstate Conference.

A great portion of my work is in connection with their affairs. I
also advise the Administrator of the Bureau of Employment Security
with respect to State reactions, to various programs, policies, and pro-
cedures that the Bureau has under consideration.

Senator DOUGLAS. Senator Hartke, do you wish to ask any
questions?

Senator IIARTKE. Do you feel that you could not in good conscience
tell us the information which I have been asking for here in regard
to the breakdowns on what States voted in which fashion?

Mr. FOSTER. I could not in good conscience reveal that. information,
Senator Hartke.

Senator HARTKE. I am not interested in breaking good conscience.
I do raise another serious question here as to whether or not a Federal
employee, paid by the Federal Government, using taxpayers' money,
by not invoking the executive privilege can still invoke a nongovern-
mental privilege. I am not interested in trying to break down rela-
tions, because T do not think there is at this moment enough that I
would want you to divulge making you violate your own l)ersonal
conscience, but I would think that you might have a little bit of a con-
science stricken thought as to whether or not you have been serving
the taxpayers in your agreement in the original instance, or whether
this was one in which you could not in good conscience answer without
serious reservations.

Mr. FOSTER. Senator Ilartke, the secretary of the conference has
been provided by the Department of Labor since the existence of the
conference.

Senator HARTKE. I am not saying anything-
Mr. FOSTER. For 30 odd years.
Senator HARrKE. I did not raise that question. I raised the question

as to whether or not you are going to take your order. from the confer-
ence or whether you are going to take them from the Federal Gov-
ernment.
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Mr. FosTm. Well, my orders from the Federal Government, sir,
have never contravened the orders that I have had from the con-
ference.

Senator HAR'KE. Did you ever-
Senator DOUGLAS. But you are now denying to a congressional com-

mittee the right to ask questions of you as a Federal employee and in-
voking a pledge which you took to the Conference of Interstate Un-
employment Compensation Administrators. Now, I agree with Sena-
tor Hartke, if this is your conscience, we will not push it, but it is
an extraordinary situation, and either you or the Department have al-
lowed yourselves to be put in a position where you hold yourselves
responsible to a body other than the Federal Government of which you
are an employee.

Senator HARTKE. I have --o further questions at this time, but I do
think the Secretary of Labo', since I did request specifically that
labor representatives, Labor Department representatives, be here, I
would request that the Secretary of Labor review this matter.

Senator DOUGLAS. Is a representative of the Department of Labor
here? Have you listened to his testimony?

Mr. GOODWIN. Robert Goodwin. I am Administrator of the Bureau
of Employment Security.

Senator DOUGLAS. You have listened to this testimony?
Mr. GOODWIN. Yes, I have.
Senator DOUGLAS. Will you report this testimony to the Secretary

of Labor?
Mr. GOODWIN. Yes, I will.
Senator DOUGLAS. Will you get a reply from him as to whether he

regards this as a proper arrangement?
Mr. GOODWIN. Yes. (Information was not completely assembled in

time for printed record, but was made a part of the official files of the
committee.)

Senator TIARTKE. Now then. there was another change which was
made, and that is the effective date which was change rom calendar
year 1967 to that of the House-passed bill which carried an effective
date on the taxable wage base question of 1969, is that not right?

Mr. HILL. Correct.
Senator HARTKE. As I now understand, it is the contention of the

conference that this was done because of the leadtime which was
necessary for State legislatures, is that correct?

Mr. HILL. That is right.
Senator HARTKE. In other words, are you familiar with the State

laws, all of them, in regard to their-do not shake your head until
you know what I am going to ask.

Mr. HIL. When you start off with "am I familiar with the State
laws," generally my answer is "No." Not on any subject am I familiar
with this-

Senator HARTKE. You had better be familiar with your own State
laws.

Mr. HILT,. I am; but you did not ask that.
Senator HARTKu. But you are representing an executive committee

of State administrators of the interstate conference.
Mr. HILL. Yes.
Senator HARTKE. Before you anticipate what I am going to ask

you, let me go ahead and ask you.
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Are you familiar with the fact that most of the States have anticipa-
tory provisions for matching any increase in the Federal wage base
without any legislative action, and that nearly all of those which do
not will have legislative sessions in the early part of January of 1967?

Mr. HI,. Well, I knew there were some States that had anticipatory
legislation, yes. I did not know how many.

Senator HtARTKE,. You did not bother to check that out even though
you say here now that the reason for this was to provide for the State
legislatures to change their laws, even though you do -. ot know whether
they need to change their laws or not.

Mr. HIfL. Well, I know there are some that would havo to.
Senator IL1HARK. How many ?
Mr. Hm,. I do not know, but I am one of them.
Senator HART E. Would you be surprised if I told you that Vir-

ginia is the only State in the whole Union that we encounter such :'
l)roblei and they. were the only State which would be required to have
a special session in the event we had an effective date of 1967, which
would not even be covered by either those which have anticipatorv
provisions or have regular sessions of their legislatures before it would
be required to take effect?

Mr. IL. Well, all I know is I know we are one. If we are the
only one, why this is still very persuasive with inc.

Senator IARr KE. It indicates again-
Mr. BRowN. Senator, may I add to that point I think you are

trying to get at?
Senator IIAkirKi. Am I wrong in what I said as a. matter of fact?
Mr. BROWN. No, but let me add this point for you: one of the (let er-

minations that had to be made was the fact that all States' taxing Pr0-
visions, and their experience rating provisions, are based on the pres-
ent wage base. This means that when we increase the wage base, the
legislators are going to have to re-do, even though they have an auto-
inatic provision to accept the new wage base, they are going to have
to legislate a whole new set of rates for their employers in tleir States
based oil this new higher wage denominator, so there was a great deal
of research and legislation tiat will have to be done in the States to
accommodate this new wage base.

Senator HARTKE. You do not think it can be done in a period of a
year?

Mr. BTowN. I understood there were a couple of States that had to
meet-would not meet in regular session until 1967.

Senator IIARTKE. Well now the truth of it is-and I am giving this
to you as a matter of fact-there is only one that happens to be repre-
sented by the chairman of the group, but that may have some effect
ul)On the decision, but I am not saying it necessarily does, but the
truth of it is there would only be the State of Virginia that would
be required to have a special session.

Mr. HILL. Let me ask a question. I do not. know, but I am sure you
are correct, but I thought there were four or five States who lhad to
meet in that particular year. I did not know we were the only ones
who meet in that off year, and I ant frankly surprised.

Senator HARTKE. I am not trying to surprise you, but I think you
ought to do a good deal more of lhomework before you come to a con-
gressional committee.
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Mr. BROWN. We would like to point out that the Federal surtax
was raised by the House bill effective next year because this would
not coml)licate the internal revenue legislation in the State.

Senator HARTKE. All right.
Mr. BnowN. So wherever possible, the revenue increase was brought

to bear at the earliest possible (late.
Mr. RAUSIENBUS. Mr. Chairman, may I ask a question of Sena-

tor HIartke?
Senator IIAirrmn. Just a minute. If you have anything in addition

to state, I think the record can be open and you ca l)lut it in. Just
wait a , inute here. I mean if you have any statements you want
to make, it is all right, but I-

Mr. RAtTSHENBm si. All right, I will make it as a statement. I
believe that some States would have to legislate early in 1967, probably
retroactively and adjust their experience rating schedules as well. Is
that not true

Selator I IA [,TKE. )O yOU wan-t to ask me a question? You are the
experts coming in here to testify on behalf of these States. Let me
aisk ,on what would be wrong with the 1968 effective date?

M;,. LuAsilENinJsiI. It would give more time and notice. One ques-
tion I was asked specifically during Ways and Means hearings, I think
it. was in mid-March in an open public hearing, as I recall it, they said
would a change in the wage base cause changes in experience rating
schedules to be madle by a good many States, and I said yes, they would
have quite a problem, they would h4ve quite a lot of figures to do, but
of course if most of them meet in 1967, maybe they could do it. then in
anticipation of 1968, but I doubt whether they could do it in the first
2 months of 1967.

Senator IARTIKE. NoW, let us come back to this triggering pro-
vision. Does the conference endorse the triggering l)rovision?
You think< this is better than a uniformin extended benefit period which
would not. apply except in cases of high unemployment or recession or
as somebody said, I think, when the weather gets rough.

Mr. hLL. Well, again I will respond to you that the conference
emi.dorses the House l)rovision as a recession-type measure.

Senator IIAuRTKE-. 1Iave you ever talked to any of these unemployedl)'o le?
fr. Trt,. ]Have Il Of course I have.

Senator'ILARrT. \Yell, is the weather not pretty rough for a man
who is out of work and cannot get i job?

M%r. IhII. I would say yes.
Senator IAIRrKE. Ald'if the weather is clear and bright for every-

boly else around him, if he cannot get a job the weather is just as rough
for him if there are 5 l)ercent unemployed or if he is the only man who
camot get a job, is that not correct.?

Mr. I hLL. Correct.
Senator IfAiRrKU. So that the triggering provision really is not based

basically uplon the needs of the individual, is that true, but rather
based ulmn 0i an economic factor determining what is going to happen
as the result of the economic iml)act upon the Nation?

Mr. ]hLT,. Yes, it is a system leviedd for l)litting additional or ex-
tension onto the )rograin at a time when the Nation as a whole is-Obviously experiencig difficulty.
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Senator I-IARTKE. The basic purpose then is not to alleviate the suf-
fering of the individual but to provide for an additional thrust into
the economy of purchasing power.

Mr. HILL. Well, I would not say it that way because I think it is to
alleviate the individual also. It may have both purposes if you will.

Senator HARTKE. If you are really interested in alleviating the
problems of the people, why do you wait until there is a large number
of people unemployed? Why would you not have extended benefits
for all people?

Mr. HILL. You mean at all times.
Senator HARTIE. At all times.
Mr. HILL. Without limit?
Senator HARTKE. Sure, or with certain limits; say an additional

13 weeks.
Mr. Him,. You get into practical economics in terms of how much,

how long you should pay people just because of the fact that they are
unemployed.

Senator HARTKE. I want, you to know that I do not think that a man
should have unemployment as a way of life, and I understand yo, i to
say that. the administrators are better equipped to administer these
things because they are close to the people. If there is any criticism
whatsoever of people adopting the so-called unemployment compena -
tion way of life, the thrust of that criticism should not hv directed
at the Congress, but should be directed at the State administrators; is
thaft.'true?

Mr. HIlL. Well, not if the Congress is going to require us to have
progra ms that we have to pay these people forever.

Senator HAUTKE. Now wait a minute.
Mr. HILL. We simply administer the law.
Senator HARTKE. Well, but there has been some talk about people

who really do not, want to work. They would rather live on unemploy-
ment compensation. Is there anything under the sun which prevents
the administrators from making an individual assessment that here is
a man who is trying to--just using this as an escape from actually go-
ing out and working ?

Mr. iThr,. Most of the States now have laws in which the adminis-
trator could do that, yes.

Senator HARTKE. 'So if there is such a way of life developing, it is
not the result of the Federal legislation, is that, not. true?

Mr. HILL. So far it is not, Senator.
Senator HARTKE. So far it is not, right.
Mr. HIL. So far it is not.
Senator HATTr. If there is that type of conversation in the street

that, some people say that, those people just want to live on the unem-
ployment compensation rolls, it is not the result of the la.w, is that true?

Mr. HILL. Not the result of Federal law.
Senator HArKE. So therefore if it is true, it would have to be the re-

sult of something else.
Mr. HILL.. That is correct.
Senator IIARTKE. And I just draw the observation that people who

are in charge of that are the administrators. Do you need additional--
wait just a minute-do you need additional qualified and trained per-
sonnel over and above tfhat which are presently available to you in this
program?
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Mr. HILL. Oh, yes.
Senator ILurrKH. Is that provided for in this bill?
Mr. IhLL. I would like to answer that positively and unqualifiedly,

Yes."
Senator HARTKE. Is this provided for in this bill?
Mr. ImwrL. No,but I wish it was.
Senator HAl'rKE. Why did you not recommend it ?
Mr. hILL. Well, we have, 'but we did it with the Appropriations

Committee.
Senator IAI'RrK.. Why do you not recommend it, today, and I will be

the cllaul)ion for you?
Senator DouG-,'As. Does this pledge meet with the approval of the

executive committee?
Mr. HILL. The conference has long sought additional funds for

both the Employment Service and UTI organization.
Senator DOUGLAS. DoeS this represent your recommendation?
Mr. HiL. Yes.
Mr. RAUS.rENBUSI. A larger appropriation to do a, better job,

Senator.
Mr. II,. Yes, sure.
Senator DoUTGLAS. Do you recommend it?
fr. BROWN. Yes.

Senator DOUGLAS. Then you would like to have the House bill
amended in this respect.

Mr. BROWN. If it will hiclude a larger appropriation for us, cer-
tainly.

Senator IIARTKE. Wait a minute, I did not say anything about
appropriations. I am not interested only in spending money, that is
the trouble now.

,Mr. BnowN. But your question was did we need additional personnel
to do the job.

Senator DOUOLAS. How can you get more people without more
money?

Mr. HILL. I do not know.
Senator IIARTKE. I am not opposed to getting more money. I am

just opposed to giving them more money without strings attached.
I think the whole problem in the welfare administration program-
I think there are. 1:ieople who would like to take advantage of these
Federal la~vs, and 1 am not really overly critical of the State admin-
istrators in this regard, who would like to take advantage of the situa-
tion and really possibly obtain payments which were not contem-
plated by the law, and which certainly are not desired by the State
administrators, but, in order to make these effective you have to have
qualified trained personnel, and to that extent I will certainly be
more than willing to help you make that correction if you have any
suggestions in that regard.

Mr. Ch airman, I have no more questions.
Senator Dou(m,.%s. Yes, Senator Bennett.
Senator BEMNEITr Thank you, Mr. Chairman.
Mr. Chairman, when the Secretary appeared, in his statement on

page 15 at the top of the page le said this:
A change in the provision for Judicial review appears warranted. The

provision should follow the customary pattern of making the administrative
officials' findings of fact conclusive if supported by substantial evidence. In
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addition, the provisions added in 1950, usually referred to as the "Knowland
amendments" as an alternative to Judicial review, should be modified. Any in-
consistencie, should be resolved, any unnecessary and complIcating provisions
should be deleted, and any ambiguities should be clarified.

Does this statement of the Secretary give you any problems?
Mr. I [m.. Let me ask Mr. Henry Rothell, of Texas, to respond to

this. Mr. Rothell is the counsel to our legislative committee and has
worked quite extensively on the judicial review function for it.

Senator Bl1:NA'i'r. Mr. Rothell.
Mr. ROTHEriLL. Senator, we deliberated and discussed this judicial

review provision for quite some time in the Houwe hearing session, and
we pointed out to the committee this is something that the interstate
conference has tried for years to obtain is judicial review. 'We have
no such provision in the lav, and this is an effort to get into
this particular program judical review of the Secretary's findings on
the conformity and compliance, and we propose that 'this provision in
judicial review to which the Se cretary took exception, and that is, and
may I quote his statement:

The provision among other things that the finding of fat by the Secretary shall
be conclusive unless contrary to the weight of the evidence.

Now, he proposes:
We propose that this provision be changed to provide that the Secretary's

findings of fact shall be covelusive If supported by substantial evidence.
This is the rule generally applied in judicial review of adminitra-

tive action.
This very point was brought up in the Ways and Means hearing.

We pointed out that the judicial review here (1 idi more than go to the
substantial evidence factor because a holding of a State out of con-
formity or out of compliance would affect the tax rate of every experi-
ence rated employer in the State, that it was more than just cutting off
of the Federal grant if a State was held out of conformity, which is
the result in the other administrative programs. But in this pro-
graia-and this is the only program where this would be effective-
the holding by the Secretary of the State out of conformity would
automatically change every employer's exl)erience rate in the State.

For this reason we think we need a stronger Judicial review provi-
sion in this program than is normally permitted or given the other ad-
ministrative program, and the Ways ad Means Committee agreed
with us 100 percent on this particular item.

Senator Bn.NX' -'rr. This is one of the features of the bill as it came
from the Ways and Means Committee of which you approve.

Mr. ROTIIELL. This is right. 1We have for years tried to negotiate
with the Bureau to come out with a- compromise bill. We think that
this revisionn is essential, and wve think the matter of the provision as
the 'Ways and Means rel)orted it is far better and essential to a good
judicial review bill for the States.

Mr. 1R,,,ustrmmNiusn. Senator this is really capital punishment we
are talking about, whether the Secretary should have the power to chop
off approval of the whole State law or not without judical review on
an adequate basis.

Senator I3SN.'rr. Was that the intent of the bill introduced by
Congressman Pickle of your State of Texas?

Mr. RUOTME:L. Yes, sir.
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Senator BENNE'I'r. 11.R. 9511.
Mr. ROTIHELL. Yes, sir.
If[r. I.L. That was incorporated.
Senator BENmN.r. That was incorporated in this bill.
The Secretary of Labor has urged the committee to amend the

judicial review provisions to make his findings conclusive if they are
supported by substantial evidence. The House bill makes his findings
conclusive unless they are contrary to the weight of the evidence.
What is the difference?

Mr. RoTIELiT. There is considerable difference in law, Senator. If
his decision must be supported by the weight of the evidence, this
would give the court the opportunity to look at all of the facts to deter-
mine whether the weight of the evidence supports the Secretary's find-
igs. On most any case there could be some substantial evidence to
sul))ort his fin(ling, but it would not, constitute the weight, of the evi-
(dence so we think the provision rquiring the weight of the evidence
is necessary to have, ,a judicial rev:,,wv, and effective judicial review
proceduree for t h is program.

Senator I1,NE'1"r. The Tax Court. over which this committee has
jurisdiction makes findings which are. also subject to judicial review.
Their decisions will he sustained unless it is "clearly erroneous." I-low
does that standard compare with the standard in the l-ouse bill, and
is there any particular reason why you need a different stand.-id?

Mr. R(1'r1,T.. I aml not fainilia,' with the Tax Court, Semator. I
think this provision that, we have in-re is one t h;,t we worked out after
years of studyving and negotiation. We thin.k, this is one. that. would
give us th kind (of judicitd review we think is necessary in this pro-
gram.

Senator BE.-N'r'. You proJl)l answered illy quest ion before I

asked it, because, as I look at it, a Tax Court. decision affects a siml)le
taxpayer, and the action of the Secretary could affect, every employer
in the State.

Mr. 1-Zrmu.:T. That is correct.
Senator BEN NE'yr. At least you have test ified to that.
1The Secretary also recommends that we amend the so-called Know-

land amendments to conform to the new l)rovision on judicial review.
As I understand it, the Knowland amendments relate to benefits for
workers offered jobs when other workers are striking or are locked
out. or where a person may be required or prohibited from joining a
union. lIow (1o the Know'land amendments now correlate with the
judicial review provision in the House bill? Is there anv conflict?

Mr. RoTITEiL. This is nott any direct, conflict. We have changed
the bill to avoid the conflict; the Ways and Means Committee did that,
There is a provision, or there is a proposal by the Secretary to amend
part. of the so-called Knowland amendment to delete the language
"further administrative or judicial review as provided for under the
laws of the State." This is presently the Federal law, and what this
actually means is this: *We have in' all States an individual who is
denied benefits or an employer who 1as a right, to appeal, can go
through two administrative hearings with the State agency and then
can go to court.. If lie does not complete his administrative proce-
duire, lie does not use the administrative procedure, because it is ad-
ministrative remedy; lie cannot go to court. Under the present pro-
vision we have in the law we just have to-we are required to have
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the opportunity for him to go into court, and if he has gone to court
and the court has made some decision, then the Secretary can review
it. But if we remove this provision, al individual would not be re-
quired to exhaust his remedy with the State. He could let his time
limit lapse in the State and go directly to the Secretary, and take it up
without having exhausted the administrative remedy in the State or
go to the State court with the matter. We feel that this should be left
in the law, that it should not be deleted so that the individual in the
State would exhaust his State remedy, go to the State court if lie
had an action in court and then if there is any further action required,
the matter could be taken up by the Secretary. ,

But we think any shortcutting of this process would in many in-
stances cause an individual to not take his administrative remedy in
the State and go directly to the Secretary.

Senator BENNEi'. This could put a very heavy burden on the office
of the Secretary.

Mr. ROTHELL. Very definitely, as well as call for numerous hearings
by the State.

Senator BENNETr. The Secretary informed the committee that lie
had a number of amen dments lie was goi to propose to the bill now
before us, and it was hoped that we would Lave printed copies of these
amendments here this morning. We have not. They have j ist come
in. Have you got the page? 1 am reading on the bottom of page 6. 1
will skip the first paragraph because it says-it reflects no change in
substance, and the second paragraph--I will wait for you, Mr. Chair-
man, have you found it? It is six lines up from the bottom of the page:

The proposed changes to the second sentence of section 3301 (c) are designed
(1) to make it clear that the compliance referred to is with the provisions of
section 3304(a) (5), the so-called labor standards provision, and (2) to elii-
nate the present ambiguity as to whether the Secretary may act on a State's
application or interpretation of the labor standards provision in State law that
was not appealed to the highest State court. The second change, however,
assures that no action may be taken by the Secretary until an application or
interpretation of State law is final. Thus the Secretary may not act while a
case is pending review within the State or the period available to o),btain such
review has not yet expired.

Do you like this provision, or do you feel that this particular pro-
posed amendment should not be adopted, or have you not, had time
to review it?

Mr. ROTIIELL. This is the point to which I have been speaking,
Senator. This provision, if you will look at the top of page 7.

The second change, however, assures that no action may be taken by the
Secretary unti ! an application or interpretation of State law is final.

Now, the application of State law can become final by the in-
dividual, the claimant, or the employer, whoever has appealed, fail-
ing to appeal within the time limit. If lie does not appeal within
the 10 days or 12 days, whatever the State law may say, then the
State law administrative procedure is final. He had the privilege
or the opportunity to apeal to the higher administrative body and
then to the State court, but the individual involved has not exercised
this privilege. Now this provision here would say that whether or
not tie individual exercises this privilege, it can be taken up by the
Secretary thus cutting off the entire administrative hearing or the
' atte court'ruling on this matter in the State.
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Senator BENNE'rr. Because of the way the language falls in the bill,
it is a little difficult to interpret out of context.

Mr. Ro'rnELL. Yes, sir.
Senator BENNETT. And I wanted to be completely sure that this

is, in fact, the language which you feel will correct the situation to
which you object.

Mr. RoTrELL. Yes, sir; this matter was brought up in the Ways
and Means Committee hearing. We discussed it there. We objected
to it there and the Ways and Means Committee agreed with us that
this particular change was not desirable.

Senator BENNETT. That is all, Mr. Chairman, thank you.
Senator DouGLAs. Thank you.
H-ave you seen this very excellent manual prepared by the staff

of the Finance Committee?!
Mr. RAUSUENBUSII. Not until this morning, Senator.
Senator DOUGLAS. Do you have it before you?
Mr. HILL. Yes.
Senator DOUGLAS. Would you look at page 360, the percentage of

wages taxable under State UI laws? Am I correct in understanding
that so far as Federal provisions are concerned, that the $3,000 limit
on taxable wages has continued unchanged since 1935?

Mr. RAUSHENBUSH. Nineteen hundred and thirty-nine, Senator.
Senator DOUGLAS. Nineteen hundred and 'thirty-nine.
Mr. RAUSIENBUSII; It was changed by Congress in 1939.
Senator DOUGLAS. And that some 18 States have increased the

amounts.
Mr. RAUSImENBUSn. That is correct.
Senator DOUGLAS. These, with the exception of a few States, are

almost all increased to $3,600.
Mr. RAUStmNlusii. That is the general figure.
Senator DOUGLAS. I would like to ask Mr. Vail here, do these

percentages of coverage include the State-those covered under both
Federal and State provisions or Federal provisions only'?

Mr. VAIL. These are Federal and State provisions.
Senator DOUGLAS. They are combined.
Mr. VAIL. Yes, sir. These represent wages paid in covered em-

ployment in the States.
Senator DOUGLAS. SO that the figures see m to indicate--and I

have great confidence in our staff-that in 1938, 98 percent of wages
paid out were taxable under the Federal and State provisions; that
as the percentages have remained constant on a Federal basis and
have increased only slowly on a State basis, the increase in average
earnings has been so great that the percentage of wages covered has
diminished from 98 to 56. Do you accept those figures as substanti-
ally correct?

Mr. RAUSIJENBUSH. Senator, I think-yes, substantially. I think
the change would not have been made by Congress in 1939 if you
had then been present to tell them that where it may be 98 percent
now of wages, if wages rise it will be a lesser and lesser percentage.

Senator DOUGLAS. I was present as a member of the advisory
committee.

Mr. RAUSTIENBUSH1. Yes, but not in the Congress.
Senator DOUGLAS. And we so advised them informally.
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Mr. RATUSIIENBUSii. But not in the Congress.
Senator I)ou(vLs. But my advice was not taken.
Now, I have asked the staff to prepare estimates of the percentage

of wages taxable at various bases in 1968, with an assumption of a
normal wage increase from 1966 to 1968. They inform me that a
base of $3,900 would only cover 62 percent of taxable - ages. Do
you think that is substantially accurate?

Mr. HILL. Probably.
Senator DOUGLAS. Well, now, is not this provision of a $3,900

taxable base in 1969 a very modest provision? Does it fully cover
the erosion of the tax base that has occurred because of the increase
in wages with very little increase in the taxable base itself ?

Mr. RAt:SHENBUS . Well, if I may speak to that briefly, I think it
would be quite an improvement in inany States which have not in-
creased their wage base.

Senator DouGcLS. It would be an improvement without question.
Mr. RAusitiNmrusai. And it would be a major change actually

when you think of a jump from $3,000 to $3,900. Actually, Senator,
the States have not limited their benefits in relation to the $3,000.
I mean we take account of gross wages in figuring weekly benefits,
and even total entitlement, so we have disregarded, in effect, this
very limiting tax base.

Some States have had to recognize that they were not getting
enough contribution income. About 36 of them raised their maxi-
nmum contribution rates above the 2.7 standard tax credit level.
Eighteen of them raised their wage base. Even Wisconsin, which has
been a fairly solvent State in this field, with pretty good benefits
compared to many, has gone to a $3,600 base. But we felt this was
Very ad(equate for the time )eing, and I think the $3,900 a couple of
years from now, and then moving on to $4,200 in 1971, would do a
very good job for us not only in terms of more adequate Federal
-.dministrative financing, it would also beef up the financing of bene-
fit programs in a great many States. We think it is a very adequate
provision at this time, though we hasten to say by 1975 the situation
may look different.

Senator DOtC.TAS. BV 1972, it would certainly look different.
Mr. RAUSITENBsII. Yes, perhaps.
Senator DOUGLAS. Now, on the 1972 figure, on the basis of 1968

wages, only 65 percent of the taxable wages would be covered at
$4,200, probably less, because you would have the upward drift from
1968 to 1972 continuing, which would lower the percentage.

Now, you may say you compensate for this by a higher rate of
benefits. But is it not true that benefits, as a percentage of average
wages, have declined f rom the intended one-half which was the origi-
mal figure, one-half, to around 30 percent?

Mr. RAtTISHENBUSII. Well, Senator, this is not borne cut by the actual
benefit schedules as a rule. I think this is, perhaps, a confusion be-
tween average benefit payments compared to the wages of all covered
workers.

Now, as you realize, often the people who are drawing benefits are
lower paid workers, the ones wvho are the most apt to be laid off. So
that the comparison between average weekly benefit checks and the
wages of covered workers is not an adequate, fair comparison.
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Senator DOUGLAS. I was referring to average weekly benefits us
compared to average weekly covered wages, not maximum benefits as
coinpared to average weekly-.

1[r. RAUSINBUSIt. This was the point I was just trying to talk to,
dhat when you look at the average check that is paid to claimants,
and claimants are often the low-paid workers, so the average check
is often lower than the total average wage of all covered workers,
which includes the high-skilled people who work the year around.

The difficulty-this comparison is very commonly made because
we (lon't have better figures available, but it is not quite a fair coin-
parison.

Senator DOUGLAS. What was the original position of the conference
on the wages taxable, did you hold to $3,900 throughout or did you
have a more liberal recommendation?

Mr. RAusHENBUSI. Well, shall I speak to that briefly?
Senator DOUGLAS. Sure.
Mr. RAUSI]ENBUSii. At Phoenix, which was at the close of January,

a 2-day meeting, we talked this question, among others, and the con-
ference finally said, "Let us recommend to the Congress a $3,900 figure
to be effective"-let me see, what year did we say, 1966 or 1967?

Senator DOUGLAS. 1967.
Mr. RAUSIIENBUSlt. 1967, which was rushing it even a little, perhaps,

but $3,900, and then go to an escalator provision which would be 70
percent, not 100 percent-that is not at all necessary-but 70 percent
of the average weekly wage of all covered workers in a preceding year,
adjusted to a multiple of $300.

Senator DOUGLAS. In practice that would be $4,200.
Mr. RAUSII0BUIBUS. That would be $4,200 in about 3 years or there-

abouts.
Senator DOtGLAS. And the House Ways and Means Committee

provision-would not go to $3,900 until 1969, and to $4,200 until
1972.

Mr. R :,JSIIENBUSII. Yes. But then there was one-
Senator DOUGLAS. Isn't that a pretty rigid provision, not as gen-

erous as your original recommendation.
Mr. RAUSITENBUS1I. Well, except for one other thing, that. the Ways

and Means Committee adjusted the net Federal tax rate, which is not
subject to offset or credit, the net Federal credit from four-tenths to
six-tenths-in 8282, in the companion measure, it was fifty-two one-
hundredths instead of six-tenths.

Senator DOUGLAS. That was primarily for administrative purposes,
not for benefit purposes.

Mr. RAUSTIENBUSIT. It was a combination; that, is generally true.
Senator DOUGLAS. Primarily administrative and primarily to assist

yotir departments to hire more employees at higher salaries which, I
take it, you are not opposed to.

Mr. RAUS]wEnusmi. No, not vigorously, but there was also a benefit-
cost financing in there, too, because the share of extended benefits was
to be financed fom this higher net Federal tax take.

Senator DOUGLAS. Now, that brings in some question on the duration
of benefits. We have a table here somewhere giving the duration.
In general, the overwhelming duration is 26 weeks, isn't that correct?

Mr. RAUSnENB-US. Correct.
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Senator DOUGLAS. A few States, I think your own is one. Beyond
that, I think you have 34 weeks.

Mr. RAUSHEN-BUSH. We go to 34, Utah goes to 36. There are a
scattering of States.

Senator DOUOLAS. A relatively small number.
Now, suppose you have prolonged unemployment. Suppose we

were to have another depression like the great depression or another
pronounced recession, and you. have large numbers of people who
exhaust standard benefits. Don't you think there should be a pro-
vision for emergency benefits under those conditions I

Mr. RAUSHENBUSI. We have favored such a provision, Senator, for
a number of years.

Senator DoUGLAs. Have you really ?
Mr. RAusHmFnusH. Extended benefits for recession periods. I testi-

fied somewhat earlier, I think, in your absence, that after Congress had
acted in 1958 and, again, in 1961, to say that under recession condi-
tions it is legitimate to extend benefits for those people who have
exhausted their normal State benefits. Conditions are tough gen-
erally, we ought to have a program like we had in 1961, but we ought
to put it on the books in advance, We had a committee which studied
this matter for a couple of years. . I

Senator DoaroLAs. For many years your group opposed this.
Mr. RAUSHIMBusia. No.
Senator DouoLAs. Oh. yes, in the early 1950's you opposed it.
Mr. RAUSHENBUSH. This is contrary to my recollection.
Senator DOUGLAS. Now I come into this situation intermittently, but

I remember coming into it in the middle 1950's, and there was very
strong opposition to emergency benefits federally prescribed.

Mr. RAUSHENKBUSH. Well, I am not sure I remember this particular
go-around, but at least we have become more educated since 1958 and1961. '

Senator DOUOLAS. Good. We are moving.
Mr. RAUSHTENBUSH. We are making progress.
Senator Douor.As. That is fine.
Do you feel that this is an unemployment factor outside of the con-

trol of the individual enterprise, the prolonged unemployment beyond
26 weeks, which, is caused by social conditions outside the individual
enterprise and, therefore, not susceptible to the merit rating or in,
dividual employer reserve ?

Mr. RAUSHENBUSH. We are willing to leave that decision to each.
State. We prefer to leave it there but we think there is a difference as
you get into prolonged periods of unemployment, and this is why we
think it is also legitimate for the Federal Government to share the
co-s at 50 percent.

Senator DOUGLAS. Now, we are really making progress because I
have been trying to impress this on the view of the people from Wis-
consin for, over 30 years.

Mr. RAUsHENBUSH. Well, you finally made a dent, Senator.
Senator DOUGLAS. Now, we are be inning to get somewhere.
Mr. RAUSHENBUSH. Yes, sir. I remember some of, your earlytestimony .... .
Senator DOUGLAS. So you would not oppose, I take it, a provision

for Federal sharing of the costs of extended benefit .
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Mr. RAUSHENBUSH. We are in favor of the House provision in thisrespeCt.
Senator DOUGLAS. Does the gentleman from Wisconsin speak the

minds of the Joup I
Mr. HILL. Yes. This is the conference position. We favor the

House provision which does have in it sharing 50-50.
Senator DourAs. Would you favor exclusive Federal support of

extended benefits?
Mi. RAUSHENBUSH. That is different.
Mr. HILL. I would say, no, we have no poll indicating that.
Senator DOUGLAS. How much?
Mr. RAUSHENBUSH. Fifty percent.
Mr. HLL. Fifty percent.
Senator DOUGLAS. Even the causes of the prolonged unemployment

are nationwide and are not the fault of an individual State? Take
Pennsylvania: for instance, which is primarilyy a durable goods, capital
goods, coaloining State, very badly tit I West Virginia somewhat of a
similar natir, or de ressi bounced recession breaks out, unem-
ployment is high, ard benefits hausted. Should we have
emergency ben char able to the mdi al enterprise?itle in ie nt r r s

They are rdened wit i something over which they have no control,
the in"ivi a enterprise not , and there i o other provision.
The wo ers suffer. his trolon unemploy ent results from
nation causes wh oul I't t cost y ie

Mr/ AUSHEs.u. Ma th.re are ate causes, t and you could
car your ar meant to dh ere w d-wide c nation also.

natbOUGLAS. IV w ave o j risdi tion over other coun-
tri

r. RAU$ Syr.
enator UGLA . e r ver Grea Britain or

ov France. Weha no con 1 Genera de Gaulle pulling gold
out f the Un ted St and p it a financialcrisi

* RAUSHNi fr. ua en
S ator DO AS. But control r the ited States--

litnit .
Mr. AusnEnusLimitedp
Mr. o'WVN. Sen r I woul like pond in of Pennsyl-

vania. rhaps you are are th t we did a ady enact an ex-
tended bene s program on our own account.

Senator Do AS. Under Governor Lawre
Mr. BROWN. oGovernor Scra to
Senator DouOLAs. or Lawrence.
Mr. BROWN. No, sir.
Senator DouGLAs. Well, I congratulate Governor Scranton.
Mr. BnowN. I think it was most interestintthat the State decided

to use its own resources to do this. I think this is something-
Senator DOuGLAS. That is commendable. But I think it is requiring

the States to bear a burden which is not legitimately theirs and, as
a matter of fact, seven States, plus Puerto Rico, have done this. I am
happ y that my own State of Illinois is one. I feel this is a burden that
is nationally caused and therefore, the cost should not be locally borne.

Mr. RAU8HENOU5H. Rlot exclusively.
'S'nator Dotot ss. Notpriixarily.,-
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Mr. BRowN. Well, we think this 50-50 concept keeps balance for the
program. In other words, if we are going to be responsible for ex-
pending 50 percent State money in this extended period, I think we
are going to be far more responsible in doing it than just passing on
the 100 percent Federal money.

Senator )OUGLAS. May I ask a question about coverage. The Sec-
retary of Labor testified 2 days ago, was it not, and on page 6 of his
testimony he gave the Iouse coverage amounting to an additional ,,I/J
million workers. You had a somewhat more literal provision. , )he
House covered employers of one or more for 20 weeks or wages paid of
$1,500 or more in the calendar quarter, that was the House language.

As I understand it, you recommend coverage of one or more if an
emn)loyer had a $300 payroll in a quarter, is that correct?

Mr. RAUSHENBUSH. That is correct.
Senator DOUGLAS. Now, the Secretary recommended that for our

consideration. What position do you take on your earlier
recommendation?

Mr. HiLL. Well, at this )oint, -at this juncture, we revert to the poll
that we most recently had taken which indicates that the State admin-
istrators would like to see the House version passed as it was.

Senator DouGLAs. In other words, whenever the House Ways and
Means Committee diminished the benefits of coverage from the recom-
mendations you made, you retreat from your earlier position and
adopt the position of the house Ways and Means Committee; is that.
correct?

Mr. HiLL. In effect, we have done just, that.
Mr. HARDING. Can I answer that?
Senator )oULTIAs. Why was not your earlier judgment correct?

Why do you substitute the judgment, of the House Ways and Means
Committee for your own judgment? I have always found this group
in the past to fight improvements in the measure. Now, you are be-
ginning to reform, but when your reformation proceeds to a, -teater
degree than the Ways and Means Committee do it, you falter in your
virtue. Why not continue in the course of virtue?

Mr. HILL. Well, first of all, Senator, I would say we are not totally
an unvirtuous group. I am afraid that some of us here, or some of
the administrators here, were in the committee when they talked about
coverage, and I think there were reasons why this committee changed
the $300 to $1,500.

Senator DOUGLAS. Whenever the committee alters your recom-
mendation, you change your mind, is that right?

Mr. lILL. Well, not necessarily.
Senator DoUGLA.s. Then you do not want us to revert to your earlier

and, in my opinion, superior judgment. You insist that we must fol-
low the House Ways and Means Committee and not your earlier
improved behavior.

Mr. HILLr. That we had not really considered, that we had not
thought of, some problems, maybe if we had thought of at Phoenix
we might have acted differently in the first place.

Curt, were you there when they discussed this $300 to $1,500 change?
Mr. HARDING. I was there at that time, and I would like to make

this observation.
We, the States, made our recommendation to the House Ways and

Means Committee. Most of us have had a great amount of experience
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in working with State legislative bodies and trying to get our recoin-
iuendations adopted.
We found out through the years that they take our recommenda-

tions and the legislative bodies use their judgment as to what they
would like to have and what we have recommended.

Now, our recoinmendations-and we hefd to them and we wanted
these things accepted, and tlat was what was before us when we made
Oil' recolineldat ions,

Now, at a later (late this legislative body gave us another figure,
and the questionn we asked now-and I think we took one position at
the time inaccordance. with the facts and the situation that was avail-
able to us at that time, and the second time we took the position in
accordance with the time and the situation that it was at that time, and
the second time, after we got half a bill-

Senator DOUGLAS. After they had whittled down your earlier and
more liberal recommendations, then you backed away from themn.

Mr. HAR)ING. Well, we did not back[ away from them.
Senator BENNmr. Can you refer to some of the changed conditions

they called to your attention in that discussion?
Mr. BROWN. One of the problems we ran into, Senator, was the

interpretation that the Internal Revenue Service said they would have
to apply in determining liability.

Now, Pennsylvania is a State that covers one or more at any time,
but we apply the basic issue of whether or not a person is in casual
employment, is he in an employer-employee relationship. If it is
in the form of a kind of a contractual job he is going to do, we say,
well, he is not an employee and we do not tax, even though it is sup-
posedly one employee.

That, perhaps, going to this kind of a provision as far as the Fed-
,eral tax is concerned, would not impose internal revenue on the small
entrepreneur, and maybe the States could solve the problems below
that level and, of course, more and more States are moving toward
coverage of one or more at any time.

Senator DOUGLAS. Now, what are your recommendations with re-
spect to farmworkeis? These are the workers I suppose, most ne-
glected, particularly the migratory workers. *hat position do you
take with respect to farmworkers ?

Mr. COFIMAN. Let me talk to that a moment. This, Senator, was
a matter of great concern. I think, without any disagreement what-
soever, we would all say that this is a group of people who need some
hel).

Senator DOUGLAS. Certainly., You admit that.
Mr. COFFMAN. As you suggested.
Senator DOUGLAS. Or rather, you assert that.
Mr. CoFF3AN. That they are the worse off of any group. But I

think the question to be decided-and we tried to decide it from our
standpoint,--was whether or not unemployment insurance is an an-
swer to their problems.

Senator DOUGLAS. Not a complete answer, of course not. It is a
question of whether it helps.

Mr. COPVFMAN. There are several things about it. In'the first place,
the seasonality factor is one that is great. As you know, xnemploy-
ment insurance is based on a risk, a risk of unempoyment, I would
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point out to you that in the case of the migrant farmworker this is not
an unknown risk because he is idle at certain periods of the year every
year.

Senator DOUGLAS. Well, I have always been dubious whether in the
general system of unemployment insurance you should have full pro-
tection against seasonal employment which can be anticipated. But
no such distinction is made in any law that I know of. Seasonal
unemployment is covered, and if it is covered for factory workers,
why not cover it for people who are in a muchi worse condition; namely,
migratory farmworkers.

Mr. COFFMAN. A second factor-
Senator DOUGLAS. That is, you are drawing a distinction which

might be valid if applied to the whole system, but it is not applied
to the whole system and, therefore, why should you apply it to, the
group which, on the whole, probably has the worst conditions and
lowest annual wages in the country.

Mr. COFFMAN. -I think another factor that affected our position and,
as you know, our group took the position opposing including farm-
workers.

Senator DOUGLAS. Yes. That is what I thought.
Mr. COFF'Ai. Is all of the information available to us-and I read-

ily agree that there is not a wealth of information in this area--it seems
,to indicate pretty clearly that farmworkers as a group would not be
self-supporting financially. That is to say, that the moneys paid by

rowers, their employers, wouldn't be of sufficient substance to meet
tie costs of the unemployment during these periods.

Senator DOUOLAS. The administraion had a very modest proposal
to extend coverage to farmers who report at least 50 workers for old-
age insurance, disability insurance, but only those workers who had
wages of at least $300 in a calendar quarter. This is more than you
recommend. It is less than I would like to see because they exempt
migrant workers, and I would like to, if I could, get migrant workersincluded.

Mr. COFFMAN. I had not seen that proposal until yesterday so I am
really not prepared to comment on it.

Senator DOUGLAS. Does anybody else wish to comment?
Mr. RAUSHENBUSH. I think sheer cost is probably the biggest deter-

rent--cost. I mean, how much would the benefits cost? They might
cost 40 percent of the amount of wages, and you would never get that
kind of contribution rate.

Senator DOUGLAS. It is difficult because migratory workers move
out from one State to another. This is one of the weaknesses of a
State system.

Mr. RAUSHENBUSH. Well, no. I think a national system would
haveto figure that this was a major cost and to consider whether gen-
eral revenues should finance it.Senator DOUGLAS. - You would not be opposed to general revenues
for farmworkers?

Mr. RAUSHENBUSH. Well, at least I think it would be a serious ques-
tion whether you should not do something different than try to collect
from any farmer.

Senator DOUGLAS. An individual State.
Mr. RAusiENBUSH. Or farm operator as heavy a contribution as

you would have to get for this particular type of work.
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Senator DOUGLAS. You would favor Federal bearing of the cost
rather than State bearing of the cost?

Mr. RAUSHENBUSH. Well, this might be a question. We have not
really thought this through, but I think the cost is the big considera-
tion.

Senator DOUGLAS. Well, I agree. The administrative problems are
very great, and yet these poor devils suffer more than any other group.
The have been forgotten.

Mr. RAUSHENBUSH. I think they are the forgotten people.
Senator DOUGLAS. That is right.
Mr. BROWN. Even in agricultural processing, Senator, I have firms

in my State who cost us every year .0 to 28 percent of their payroll,
and yet we can only collect, our maximum rate of 4 percent, so there
are kinds of insurable risks if you are talking insurance, that ought
to be taken care of in some other way.

Senator DOUGLAS. What other way ?
Mr. BROWN. Well, through some other kind of general program.
Senator DOUGLAS. Would you be opposed to Federal bearing of the

costs?
Mr. BROWN. No, I would not in that area.,
Senator DOUGLAS. Would you?
Mr. HILL. I do not know what kind of program it might be; I

wouldn't Want to say blanketwise that I would endorse hny kind of
Federal program in this area,

Senator BExNNrr. Mr. Chairman, when these people move out of
employment aren't they, in effect, available for existing welfare, which
is help provided ?

Mr. BROWN. Some of them haveproblems on residence.
Senator DOUOLAs. Which is inadequate, humiliating, uncertain.
Mr. BROWN. Their availability, of course, is a great question during

these off seasons. Some of them go back in where there is no avail-
ability possible.

Senator DOUGLAS. Would you agree with this, this is a group of
people who fall between the various categories of assistance and have
great human wants-

Mr. BROWN. Yes.
Senetor DOUGLAS (continuing). Which neither State nor Federal

Government is meeting, and which constitutes not merely a State
problem, but a national problem.

Mr. RAUSITENBUSH. We understand Senator Williams has been
working on this problem, and various proposals he has proposed but
basically your assumption is correct.

Senator DOUGLAS. Those are the only questions I have.
Senator HARTKE. I think we can have the secrcy unveiled, before

we stop, if we can get a statement from the Secretary of Labor.
Senator DOUGLAS. I understand Mr. Foster wants to make a state-

ment. I want to make it clear there is no compulsion upon him by this
committee to make a statement.

Senator HARTKE. Very definitely.
Senator DoUGLAS. If you wish to make a voluntary statement, I

would be glad to entertain it. Let the record show . that we respect
your conscientious right not to answer even though we think it is
unusual and improper.,
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Mr. GOODWIN. Mr. Chairman, you had requested earlier that I
report to Secretary Wirtz on the questions that were raised by you
and members of the committee concerning the secret poll. I want to
report that I have talked to Secretary Wirtz. He asked me to report
to the committee, that he did not know that the poll was conducted
secretly; that he does not approve of a poll of this kind being on a
secret basis, and that he will take the matter up immediately from
the standpoint of the Department of Labor's interest.

Senator DOUGLAS. Are you now ready to testify in response to Sena-
tor Hartke's question or do you say that you won't testify until you
get further advice from the Secretary?

Mr. GooDwiN. I did not know that this question was involved in
terms of the questions I put to the Secretary. I did not put that
specific question to him, and I would not be prepared to make a further
statement until we have-

Senator DOUGLAS. I do not wish to turn the screws on you, but let
me say this: Do I understand that you still refuse to testify in re-
sponse to Senator Hartke's questions until you have further advices
from the Secretary?

Mr. GOODWIN. Let me clarify one point. We do not have the in-
formation, I have never seen it, and no one except Mr. Foster, so far
as I know, has it.

Senator DOUGLAS. This is Mr. Goodwin. Is Mr. Foster here? Will
Mr. Foster please take the stand.

You have heard any questions to Mr. Goodwin
Mr. FOSTER. Yes.
Senator HARTKE. What I want to know, you heard the statement?
Mr. FosTR. I am not sure I know the statement you refer to.
Senator HARTKE. Well, in light of the statement from the Secretary

of Labor, made by Mr. Goodwin, do you still feel that you cannot, in
good conscience, answer the question which I previously submitted
to you concerning this secret poll?

Mr. FosTn. Yes, sir.
Senator DOUGLAS. What was the position?
Senator HARTKE. Mr. Chairman, he says, no, he will not testify.

I think it is highly irregular. I think it is very unforunate. I think
that it is certainly without authority of any sort whatsoever. At the
same time, I am not interested in forcing tdis man to violate his own
conscience, but I would ask him to examine his conscience as to whether
or not he feels he is violating his conscience as a Federal employee rep-
resenting the taxpayers of the United States.

Mr. 1 osTER. May I make a statement, Senator Douglas-
Senator DOUoLAS. Yes.
Mr. FOSTmR (continuing). To Senator Hartke?
I was assigned to this job, Senator Hartke, by the Department

which knew full well what the job entailed.
Now, I am a longtime career Federal employee. I have been in

the Federal Government for about 30 years. If the Department
chooses to assign me to a different position they are certainly at liberty
to do so, and I will do everything I can to properly discharge the
obligation of the position to which I am assigned.

But, knowing what the situation was when I was assigned to the
position, I certainly think that I could not, in good conscience, then
reveal the secretness of this poll at this time.
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Senator HARTKE. Let me ask you this question: In your assignment,
were you assigned a specific duty of keeping in confidence the polls
taken by this conference?

Mr. FOSTER. There was no specific assignment in that respect, Sen-
ator Hartke.

Senator IIARTKE. Was there an unspecific assignment in that re-
spect?

Mr. FOSTER. Yes, sir. There was certainly known to the Bureau of
Employment Security and to the Department of Labor the fact that
this conference had a constitution and code. It has been printed for
many years, and clearly that constitution and code set forth the fact
that these polls are secret, and to be revealed only upon the State,
the individual State, indicating that it wishes its vote to be revealed.

Senator DOUGLAS. Apparently the Secretary of Labor has stated
through Mr. Goodwin that he does not think these polls should be
secret, and the question I want to ask in view of this impromptu
ruling by the Secretary of Labor is: Do you still feel that you should
not answer Senator Hartke's questions?

Mr. FosTER. Yes, Senator Douglas I do. I think if the Secretary
directs differently from here on out, I think this is-

Senator DOUGLAS. Don't you interpret Mr. Goodwin's statement
that lie has directed you to do differently?

Mr. FOSTER. Sir?
Senator DOUGLAS. Don't you feel that Mr. Goodwin's statement di-

rected you to do differently?
Mr. FOSTER. No.
Mr. GOODWIN. I think that is correct, Mr. Chairman. The Secre-

tary said he proposed to look into this matter immediately, but he
did not take any position on this particular point.

Senator DOUGLAS. I would suggest that Senator Hartke prepare a
written question and submit it to Mr. Foster and that the Depart-
ment of Labor make a reply, and if Mr. Foster disagrees with the
Department of Labor, let him so indicate.

(The'reply from the Department of Labor will be found on p. 145.)
Senator BENNETr. Mr. Chairman I would just like to make this

observation. It seems to me that this involves a basic relationship
between the Department of Labor and this group of commissioners,
of which Mr. Foster has no part, and that the Secretary and the com-
missioners must resolve that relationship before Mr. Foster can be set
free to break the relationship in the making of which he had no part.

Senator DouGLAs. I do not believe that a private party can impose
restrictions and extend executive privilege or privilege going beyond
executive privilege to a Federal employee working for a non-Federal
agency or assigned to a non-Federal agency. That is neither here
nor there. I will tentatively rule that Senator Hartke is privileged
to submit the question, and that we would ask, since the Secretary
has promised an immediate answer, that a reply be made within 10
days.

senator HARTKE. I certainly will do that, but in relation to the
statement made by the Senator from Utah, I would like to say that I
recall when the question of executive privilege was invoked Nvhen the
President himself indicated that he did not want it invoked and had
relinquished it, and the member at that time was being considered
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for a Cabinet position. It was the central issue on the question at that
time as to whether he was to be confirmed, and in which the member
was not subsequently confirmed, but rejected in a confirmation by the
Senate.

I think this is a very important matter and I do not think that the
statement by the Senator from Utah would at all be controlling, and I
just want to register my dissent to it.

Senator DOUGLAS. I may say I think the investigations of Congress-
man Moss, of California, and the subsequent and recent action by the
House certainly recommend a narrowing of executive privilege, and
lessens the secrecy which in the past Government officials have been
able to throw around their actions.

Senator BENNm'T. Mr. Chairman, I would just like to make one
other comment, and again I am just expressing my own interpretation
of this situation. Mr. Foster was assigned by the Department to
become a servant of this group, and certain limitations were put on
his service when he went to work for the group.

Now, there are many people who are on the Federal payroll who
are assigned to non-Federal groups, and I agree with you that this must
be resolved, and I think the Secretary must have time to resolve it,
and if I were the Secretary I would not give a final answer until I
had had a chance to review the code and constitution of the interstate
conference and to discuss the whole affair with the State employment
commissioners.

Senator DOUGLAS. We will give him 10 days.
Mr. BROWN. May I ask this question, whether or not the States do

have privy on this in terms of confidentiality?
Senator DOUGLAS. I never thought that States had the executive

privilege in testifying before a Federal body. I never thought so.
Senator BENNmT'r. Can you force the Governor of a State to testify?
Senator DOUGLAS. Are these men Governors?
Mr. BROWN. No. But we are acting for our Governor.
Senator DOUGLAS. How far down do you go?
Mr. BROWN. We are acting for our Governors, and I will say this,

that the votes we have been taking in the conference generally reflect
the attitude of our administration, and when we have done this we
have not done it on the contemplation that it was going to be published.

Senator DOUGLAS. I am not a lawyer. Perhaps you could do it if
you paid for the services of an executive secretary and he was your
agent. But when you take a Federal official at a salary paid by the
Federal Government and impose restrictions upon him which Federal
agency does not wish to have imposed-

Mr. BROWN. I do not mean to be facetious-
Senator DOUGLAS. That is something different.
Mr. BROWN. I do not mean to be facetious, but you are paying our

salaries.
Mr. HILL. Yes, the only money we have is Federal.
Senator DOUGLAS. I thought you claimed independence.
Mr. RAUSHENBUSH. We do.
Senator DOUGLAS. If yOU were Federal employees, we would be

.quite rigorous in our questioning.
Mr. RAUSHENBUSH. You have.
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Mr. GOODWIN. Mr. Chairman, may I say by way of explanation
this present arrangement has been in effect since, I think, 1957, back
a long time ago.

Senator DOUGLAS. I was going to ask when this began.
Mr. GOODWIN. Well, it has not really been reviewed, and what the

Secretary is proposing to do now is to take a careful and close look
at it right away.

Senator DOUGLAS. I did not wish to be accused of being partisan in
inquiring when it began, but since you have testified voluntarily it
began in 1957, this is important for the record. We had the same
)roblem, of course, with the so-called Business Council.

Senator BENNEIr. Except in the Business Council, is it not an un-
official body?

Senator DOUGLAs. I think that is right.
Senator BE NNE'T. Unpaid. This man is a paid mployee, and I am

interested to know whether he is a paid employee among other paid
employees.

Mr. RAUSIIENBUSn. We are State employees.
Senator BENNE-rT. Also.
Mr. RAUSHENBuSII. State employees.
Senator DOUGLAS. Should they not become Federal employees, but

State employees?
Mr. RAUtSHENBUSII. Although the money used to pay out salaries is

granted to the State.
Senator BENNE-r. It filters through.
Mr. RAUSIENBUSII. Which, in turn, pays us at State salary rates,

not Federal.
Senator BENNETr. Mr. Foster is directly on the Federal payroll.
Mr. HILL. Right.
Senator HARTKE. Has any one of your-or has your conference

given any thought to the economic effect of the tax increase which is
occasioned by this bill, which would amount to nearly $3 billion in
the next 6 years?

Mr. RAUSIIENBUSIL We certainly have considered this, Senator, at
length and the Ways and Means Committee considered it at length
antasked us questions about it in public hearings and the like.

We say there should not be so drastic an increase as was proposed
by the original administration bill; namely, to jump the textile wage
base from $3,000 up to $5,600, and then on to $6,600. We said there
was no necessary connection between the unemployment, tax base and
the social security tax base; that there were many differences between
the two taxes, including experience rating, tax credits, and the like.
But we did feel that we had a couple of different jobs to do here, and
I think this was the general consensus on the House side, namely, that
the taxable wage base should no longer remain at $3,000 where it was
put in 1939, that it should be raised.

We felt it should not be so drastically raised is to have a major im-
paot on the American economy; that rather you. ought to do an ade-
quate job, bat not an excessive job..

In connection with the change in the Federal tax rates and the net
Federal tax take from four-tenths to six-tenths, that this was neces-
sary not only for adequate administrative financing, because the tax
take has fallen short of the necessary appropriations the last year or
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so, but ulso necessary to gain more Federal tax take in order to finance
the Federal share of the proposed extended benefits program and
recession.

So we were all over that round as, indeed, the House side con-
sidered it at great length. I know I listened to some of the questions
on it, and they asked Bureau experts to give them figures and the
like.

Senator HARTKE. You do not consider the increase of approxi-
mately $3 billion for the next 6 years as excessive?

Mr. RAVSuENBVslr. Well, We are--may I inquire Senator, are you
talking about the yield from the six-tenths, p1us the increase in the
tax base?

Senator HIARTKE. It takes into account both.
Mr. RAUSH NBUSi. This is the combined in a period of 6 years, did

you say?
Senator HAm, KI. Yes.
Mr. RAUSHENBUSIn. No. In the 6-year period we think it is neces-

sary because the Federal extended benefit program's share might cost a
considerable portion.

Senator HARTHE. All right. Thank you.
Thank you, Mr. Chairman.

* Mr. RAusIIENBUsIi. May I say you have been a very patient
committee.

Senator BENNT1. Mr. Chairman, Senator llartke said le had
no further questions.

Senator DoUTGLAs. Thank you very much, gentlemen. I merely
urge you to remember the words of Euripides in one of his plays trans-
lated by Gilbert Murray "For some may grow to soon weary and
some swerve to other paths setting before the right the faint, f'ar-off
image of delights. Many of the delights underneath the sun."

I urge you to revert to your earlier positions of virtue-
Mr. RAtsiiENB~us. But only where they are more liberal.
Senator DoUGLAs. And not allow yourselves to be swayed by the

prestige of the House- Ways and Means Committee. Thank you very
much.

Those translations of Euripides are very good even in Victorian
language. Thank you.

Gentlemen; thank you very much.
Mrs. Hackel, we are very happy to welcome you. Please come

forward. I appreciate your coming down here to testify. I an glad
to see that women are now participating in- the administration of this
act, and it is not purely a masculine affair.

STATEMENT OF STEMA B. HACKEL, COMMISSIONER OF EMPLOY-
MENT'SECURITY, STATE OF VERMONT

Mrs. HTACKEL. Thank you. May I proceed?
Senator DOUGLAS. Yes.
Senator BENNFrr. Mr. Chairman, I suggest that her statement be

included in the record as though read, and then she may summarize it.
Mrs. HACKEL. Thank you, Senator. This statement has to do with,

as you know, H.R. 15119. My position is that even though in its
present form H.R. 15119 would provide major improvements, there is
no question about that, I think there are several areas where further
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action ought to be taken and amendments ought to be made in the
Senate.

In particular, I am supporting some minimum Federal benefit stand-
ards and, in addition, a stronger extended benefit program in this
country. Those are the areas---

Senator BENNEr. In terms of people or in terms of duration of
time?

Mrs. ILACKEL. In terms of people and duration of time, an extra 26
weeks and to individually trigger rather than depend upon recession
periods as it is stated in H.R. 15119.

Senator BEN:.;rr. An extra 26 weeks is 52 weeks.
Mrs. HACKEL. It would be 52 weeks in all. Twenty-six weeks in

addition to a State program of 26 weeks.
I am also going to support the standard that if you have 26 weeks

of standard, you should get 26 weeks in the State and ul additional 26
weeks of extended benefits for those individuals who cannot secure
employment, who are genuinely seeking employment, regardless of
what the general economic conditions of the country or a particular
State are.

Senator DOuaLAS. You are not for the triggering in the bill?
Mrs. HACKEL. That is right. I want it to trigger to each person,

whatever his particular situation is.
Our major position here today in support of these Federal standards

is the absolute necessity for them. It is my position, and I have no
wish to diminish the prerogatives of State government, I do not want
federalization except in areas where there is a need that only the
National Government can meet, and I think this is an area.

What I did in this speech is indicated by comparing Vermont and
Texas and Virginia, the differences of the amount of taxes that our
employers pay as compared to their employers, and the differences in
our benefit programs, and my position is that it is totally unjust to give
Texas employers, who pay, I think it is, a half percent on total wages
on the average, a tax credit of 2.7 percent, at the same time that you
are giving the Vermont employers, who pay 1.5 percent, I think it is,
in total wages, the same tax credit of 2.7 unless the Texas program
meets certain minimum standards of what the majority thinking is as
to what a reasonably adequate program is.

Senator DOUoLAS. What was that?
Mrs. HACKEL. Vermont pays on total wages an average cost, 1965

of 11/2 percent oi its total wa es. Texas pays a half percent. All
right. This would be fine with me if Texas' program was adequate,
but it is not fair when the Texas program, when they legislate very
restrictive laws, and then they get off scot free both ways withthe Fed-
eral Government and with their State taxes.

Senator BENNJ'r. Maybe you should move to Texas and become the
administrator of Texas.

Mrs. RACKEL. I do not think they will let me in.
Senator DOUGLAS. Raise the standards of Texas so that it will not

drag down Vermont.
Senator BENNETT. She would be the one to raise this nationally.
Mrs. HACKEL. If you think Texas would have me, I don't think so

after this speech.
In any event, I was using Virginia and Texas because it is so obvi-

ous, I think, if you will turn to page 4, you will see what our duration
05-992--60-12
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provisions are as compared to Texas and Virginia. If you compare
our maximum weekly benefit amounts at the top of page 5 and if you
compare our disqualifications, you will note ours run 2 to 9 weeks; nis-
conduct 6 to 12 weeks. Texas is running I to 26 weeks, and Virginia,
the duration of unemployment plus 30 days' work. That is for a vol-
untary quit. I mean a lady quits because she lost her babysitter, and
the duration is the duration of unemployment plus 30 days' work.
Misconduct or refusal to accept suitable work, on all three of these is-
sues the disqualification is extremely severe.

It is extremely disastrous, I state here, and I believe this to be so, in
terms of high-level unemployment when some people are trying to get
work and cannot get it.

Senator BENNETT. Are you suggesting we should have a completely
uniform Federal program all over the United States?

Mrs. HACKEL. No.
Senator BENNETT. That is the only way you can force Texas to-
Mrs. HACKEL. No. I just want at bare floor, minimum standards,

that is all I am insisting on.
Senator BENNE'rT. All ricrht
Mrs. HACKEL. That wout'd at least be basically fair to the State of

Vermont. If we want to go above, all right. But once reasonable
men agree on what a reasonable floor is, then any State that wants to
go above the floor, knowing that it will cost their employers more,
fine, but at least, let us have a decent floor here.

Then I go into the cost rates here, which I have indicated. Now, our
insured unemployment rate, which is page 6, our insured unemploy-
ment rate in Vermont has been one of the hi hest in the country, as
perhaps you know, up to a few months ago, but what we are doing
there is we are paying out benefits. People come in and file cliais
because they know they can get benefits. We do not have a severally
restricted program, and people do not come in and report a respectably
low unemployment rate.

In Vermont, we are not interested in doing thtlt in our State. We
are not interested in concealing our unemployment there. We want
to help the unemployed worker.

In the last few months we have run about average with the rest of
the country. I think our possible recent uninsured employment was
1.7 percent, and the country's is 1.7 percent, so it does indicate you can
have a broad and humane broad coverage program and still, if eco-
noinic conditions are right, have low unemployment in the State. It
does not mean that because you are going to have a broad coverage
everybody is going to not work.

Now, we are convinced here in Vermont and I discussed this with
Senator Aiken, and he believes that American workers want to earn
the money to support themselves and their families. I am just as
much convinced about it. We both agree this might be a situation
where a few out of a hundred that don't, but most of them want to, and
they do not want to come in and file for unemployment benefits and
answer personal questions like, "How much did you make last week?"
And, "Who did you go to see?" and apply for work here, and these
are, under any other circumstances, questions we would consider an
invasion of privacy.

I do not think our American workers enjoy this, and most workers
want to earn their money.
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Now, what I really want to submit, of course, and I indicate on
page 7 that if my opinions could prevail on this bill, I would support
most of the provisions of H.R. 8282, but that is patently impracticable,
and I certainly am not suggesting that here today, but I think we ought
to have an effective long-range program of benefits for workers who
cannot find employment, andi do not think we ought to penalize them
for an act that resulted in a discharge or a quit.

OK, you do not want to work at one particular job, that is under-
standable, and maybe you quit. All right t. But you cannot penalize
them forever, and it may be that some of these workers who are having
extreme difficulty getting employment are simply not acceptable to
employers. They can come in and for some reason or another the
personality is not pleasing, and you can have the finest of economic
conditions, but it would be someone that you, or you or I, would not
hire.

I can have a perfectly good secretary come in, except she talks
all the time, and you know you are getting a clue to her personality.
You call her former employer, and the former employer says, "Yes,
she talks all the time. We told her, she had a flight with somebody else
and we said, 'All right yucan quit'.' So Ste is a voluntaryqi
person. I won't hire th at person and neither would anyone else, so
there are individuals within this system who can have extreme diffi-
culty in securing employment even under good times, and I think if
you.gave them an extra 26 weeks, a total of 52 weeks would not be ex-
cessive.

As far as I am concerned, I would prefer that the unemployment
insurance program remain in effect for an adequate period of time so
that people can draw benefits on the basis of their working experience
rather than become welfare recipients. I think it is better for the
American workers of this country to have someone believe in them,
that they can get another job. So I think that the period should be
long enough.

Now, in regard to the benefit amounts, duration, and disqualifica-
tion I go into specifically what I would like to see, and it is very similar
to H.R. 8282, the maximum weeks of employment necessary to be
eligible for 26 weeks of State benefits not to exceed 20 weeks; that
the weekly benefit amount be 50 percent of the claimant's average
weekly wage, up to a maximum eventually of 66% percent of the State
average wage.

Senator DOUOLAS. Sixty-six and two-thirdsI
Mrs. HACORL. Right, not of their wage but of the State average

wage, I am sorry.
Senator DOUGLAS. Fifty percent, up to 66%.
Mrs. HACKEL. That is right. In the original I.R. 8282 bill, I am

in complete support of that for the reason that you have high wage
earners, and in our society they buy these refrigerators, and so on,
and you are committed to all these expenses, insurance, and to try, to
get along on one-third or less of what your wages were is an extremely
difficult thing to do, to say nothing about the fact that you certainly
are not maintaining purchasing power that way either when you keep
their benefits so very low. I

For instance, in Texas the maximum is $37. So a man making $150
a week is living on $37 a week. Now, that is not reasonable, it is not to
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me, anyway. So I think it should go up to 66W percent of the State
average-wage.

In Vermont only 60 'percent of our claimants get one-half of their
wages, so there are 40 percent of-them that are losing by that ceiling of
50 percent, and Vermont is a liberal State, but we cannot go ahead
and legislate, I do not think, although we may be considering the
662/3 percent, because our trust fund is so low anyway, and our taxes
are so high.

Senator DOUGLAS. Further increases would put your employers at
a competitive disadvantage.

Mrs. HACKEL. That' is right, and the Federal Government is going
to have to help us out so we can do something reasonable, so that we
do not legislate our'eiployers out of the-competitive market.

Then, the uniform duration of benefits should be a minimum of 26
weeks for claimants with at least 20 weeks of sufficient employment.
Once reasonable men agree on, a p roper eligibility requirement as to
what labor attachment means, it you say it is 20 weeks, then they
should have a full range of'benefits for an adequate period of time.

Now, if some States want to say that somebody in the labor force
for 3 weeks, as some of 'them -do, with high quarter wage States-
you know you can earn $1,000 for 2 weeks and come into this pro-
gram-Vermont does not permit it-that is all right, although I do
not think that is a genuine attachment to the labor market, and I do
not think they need to be :available for unemployment insurance.

Senator BENNETT. I. come from a State where they have true sea-
sonal workers. Housewives who go out 2 or 3 Weeks'in the summer-
time and peel tomatoes, and when the tomato canning crop season is
over they go back home, and if you fasten us to 20 weeks, those people
won't qualify.

Mrs. HACKEL. This is a flbor. You can hitve less than 20 weeks.
All I am suggesting is 20 weeks. 'If you have 20 weeks, then you can
get 26 weeks of the benefits, and this is just a floor, but it permits 6
State to do exactly what you are doing, to qualify these people.

Senator BENNE'rT. For less than 26 weeks of 'benefits?
Mrs. HACKEL. Yes. I' think what I am suggesting-I know what

I am suggesting anyway, is that for claimants with at least 20 weeks
of employment, which I consider to be a fair test of attachment to
the labor market, get their full 26 weeks, and no fooling around about
that, no cutting it down, no cancellation or reduction of 'benefits be-
cause they quit for some reason or other, or any other reason.' Give
them their full 26 weeks if 'they are genuinely attached, and I say
20 weeks is genuinely attached.

If there are less weeks than that, if someone else feels it is less
genuinely attached and wants to give them less benefits, I have no
objection.

All right. Then that question of disqualification this is my next
point, except for fraud, conviction of a crime, ' or labor dispute, be
limited to 6 weeks succeeding the week in which the disqualifying act
occurred.

-As I have said earlier, you may have quit a job or even committed'
an act that resulted in being discharged from a job, but you. should
not; be-penalized over and over again. The test'then is once you come
back into the labor market, after you voluntarily quit, axe you really
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able and available for work, and that goes, to the adrnitiistration of
the program. I know this is a difficult matter to make a decision on
because it is subjective whether someone is able and available for
work, but you -should not just eliminate everybody,, and these dis-
qualification clauses that eliminate for the duration of, employment
plus 30 days' work tend to do this for some-individuals. _

You see, I am more concerned about tho individuals. Well, I am
not more concerned, I am concerned about individuals in this program.

Senator DOUGLAS. In other words, termination for just cause could
be penalized for 6 weeks. ..... " ?

Mrs. HACKEL. Even termination with 'just cause, any disqualifica-
tion.

Senator DOUGLAS. I am thinking of voluntary quits, without-
Mrs. HACKEL., Yes; that is right; that is right.
Senator DOUGLAS. And discharge is for cause only, symbolized by

the 6 weeks.
Mrs. HACKEL. That is right.
Senator DOUGLAS. Refusal of suitable employment, would be penal-

ized by 6 weeks.
Mrs. HAcKEL. Correct.
Seantor DOUGLAS. There is a problem here that you always want to

check with respect to encouraging malingei-rin.'
Mrs. HACKEL. I know, and where you have to get to this is in the

administration of the law. As I proceed further with this, on page
11, there is no question but that workers who have voluntarily be-
come-who are voluntarily unemployed, Should be welded out of the
program. This program is not designed totake care of workers who
are either unwilling to work or physically unable to work..

Senator DOVGLAs. Do you think the employment offices do enough
with respect to this problem? ' .

Mrs. HACKEL. Let, me say this much, 'in Vermont, Nye separated the
employment service from the unemployment compensation, not phys-
ically, the offices, but the administration from the' top down, so that
we can watch veiy closely what has be(hdo hd :i6; tin : local offices:

I In addition, what we did, xve- de raized the. decision on these
cases.' It used to all be done at a State central office, and they would
get these few little lines written up in the lc6l office and make a deci-
sion on it. Ob-iously; you cannot make 4:deiion that way. The
decisions are made in. the local offices, and they go stight on through,
and we watch thbm very ,carefully.' Our decisionmakers and fact-
finders, these arecrucial, crucial in the administration of the program.

Senator DottLAs. Iii thethree;iotherli N wE nglh iaStates, youhave a sea rch for individual responsibiljty ,' ..... ,' ...

Mrs. HACKF.r. Yes, that is true. ,We have good. workers in the State
of Vermont. That is true, but neVerthel s.-

Sehator Dotor, As. You have a higher ,s4gr ! 'for individual'resnon-
sibility thaiIn alnost any section of thl cuf-tryt. Of coiirse, the Sen-
ator will stand up and fight forT-Utah.

Senator Bri."Pr., Istand and fight for Utah.
Senator DOUOLAS.. I think in the Ne England sei6on of Vermont,

New Hfampshire, aniA Maine. -
Mrs. HACKEL.' In all fairness to the larger States, perhaps it is Sim-

pler to manage this in'a smaller State also. It does no mean it can-
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not be done in the larger States if you have enough qualified person-
nel to do it. It could be done.

Senator DOUGLAS. And decentralization.
Mrs. HACKEL. Decentralization. Naturally, going up for appeals

of fact.finding decisions.
Senator DouGLAs. But the decision to be made locally originally.
Mrs. HACKEL. Absolutely.
Senator BF.NNmT. That just about covers it.
Mrs. HACKEL. I think it does, Senator. Right. My final point is 1

think if this bill is passed as it was proposed in the House, I do not
think it will come up again for a congressional action for several
years.

Senator DOUGLAs. And we had better do a good job now.
Mrs. HACKEL. Right, Senator. Thank you very much.
Senator DouGLAs. You have given some very good testimony.
(The prepared statement of Mrs. Hackel follows:)

STATEMENT OF STELLA: B.. HAOKaI,, cOMMISSIONER OF EMPLOYMENT SECURITY,
STATE OF VERMONT

Chairman Long and gentlemen of the Committee. I, appreciate very much
this opportunity to appear before the Committee to urge favorable considera-
tion of H.R. 15119, after. amendment to include important provisions now
omitted.

There is no question but that, even in its present form H.R. 15119 would
provide -major improvements-in the federal-state unemployment insurance pro-
gram. Particularly significant are the provisions extending coverage to ema.
Ifloyers of one or more; prohibiting cancellation of wage credits or denial or re-
duction of benefits by reason of certain disqualifying acts or circumstances; and
prohibiting the denial of benefits for workers in training or the denial or reduc-
tion of benefits for interstate claimants. The financing provisions are a definite
improvement over existing law, and so also is the extended benefits program, so
far as it goes, although it leaves much to be desired.

Having acknowledged that H.R. 15119 does represent a major improvement
in our unemployment Insurance program, it must now be said that this bill still
falls short of providing a completely effective and equitable program. Amend-
Ing provisions are, I believe, necessary, if we -are to provide effective economic
security for our working people and to assure equity as between all wage earners
involuntarily unemployed, regardless of state of residency. In addition, such
provisions are necessary to correct tax inequities as between employers among
the several states, whereby employers in states of broad and humane coverage
are put to competitive disadvantage.

I speak in particular to the need for minimum federal benefit standards
regarding benefit amount, duration of benefits, and coverage eligibility, and to
the need to strengthen the provisions in H.R. 15119 relating to extended benefits.
It is in these areas where the Committee ought to consider further improvements.

There Is no question but that federal standards in the above particulars would
restrict the area within which the states can operate. While I am respectful
of the states as sovereign entities, and do not wish to see their prerogatives
diminished, nevertheless we must be prepared to accept some degree of federal-
ization where there exists a need that only the national government can satisfy.
I am convinced that the need for greater uniformity in our unemployment
Insurance program requires that the federal government legislate minimum
federal benefits standards. It simply is not possible for a state to provide
an effective program for its working people without putting its employers
to an unfair competitive disadvantage with employers in states with less effective
programs. Only the federal government can act to correct this inequity.

In Vermont our program includes uniform duration of 26 weeks, together
with extended benefits for an additional 13 weeks in times of high level unem-
ployment. In our state the benefit amount is 50% of the claimant's average
wages up to a maximum of 50% of the average wates in the state In covered
employment. Here we do not permit the double dip, and at the same time we
do not cancel wage credits or reduce benefits for disqualifying acts. We do
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not deny benefits to a worker taking an approved training course; we know
that can be the best means of getting him back into the labor force and paying
taxes again. We do not reduce benefits to a claimant Just because he resides
in another state; he needs money to live on there, too. We do not deduct retirees'
pension payments from benefits or cancel their benefit right; we know how
difficult it is for a 65-year-old worker to get suitable employment. It is our
position that the disqurlification period is not intended to punish anyone, and
we do not use it to Inalizo forever a wage earner who is unable or even
unwilling to work at one particular job.

Unfortunately, however, we have a serious problem. Our wage taxes are
high as compared to other states, and our trust fund is low. That is the direct
result of the concern for our working people of the Vermont legislature and
steps taken by it to provide a relatively effective program for them.

It is not Vermont that needs to be reminded by federal standards of our duties
and obligations to working people unfortunate enought to be unemployed and
unable to secure work. It is Vermont and other states in this position that
need to be protected by federal standards, which not only would ensure a mini.
mum of adequate protection for workers but at the same time preclude such
unfair interstate tax competition as evidenced by comparing Vermont with, foz
example, Texas and Virginia.

I note that the Employment Security administrators in those two states were
among the witnesses representing the majority view of the Interstate Confer-
ence of Employment Security Agencies at the hearings before the Ways and
Means Committee of the House of Representatives, supporting elimination of
federal standards. Let us consider the average tax on total wages in these
states, as compared with that of Vermont.

In 1965 the average tax on total wages in Vermont was 1.5%. In Virginia
it was 0.4%, and in Texas 0.5%. As a corollary, the Trust Fund In Vermont
on December 31, 1965 stood at 1.06% times the highest 12 month benefit cost
rate in the last ten years, as compared to Virginia at 4.0 times and Texas at
2.57 times. A multiple of 1.5 times the highest cost rate is considered by
actuaries to be a relatively safe Trust Fund.

Now let us compare the benefit amount, duration and disqualification
provisions of these three states.

1. Duration
Vermont: Law provides for a uniform 26 weeks duration plus an additional

13 weeks in periods of high level unemployment.
Texas: Variable duration ranging from less than 11 (10+) weeks to 26 weeks.
Virginia: Variable duration ranging from 12 to 26 weeks.

R. Maximum weekly benefit amount
Vermont: $45.00.
Texas: $37.00.
Virginia: $36.00.

3. Disqualifications
Vermont:

Voluntary quit: 2 to 9 weeks, except for illness (1 to 9 weeks).
Misconduct: 6 to 12 weeks.
Refusal to accept suitable work: 6 weeks.
There is postponement of benefits, but no reduction or cancellation of

benefit rights or wage credits.
Texas:

Voluntary quit: 1 to 26 weeks.
Misconduct: 1 to 26 weeks.
Refusal to accept suitable work: 1 to 13 weeks.
Benefits are reduced or cancelled for a number of weeks equal to the

disqualification.
Virginia:

Voluntary quit: Duration of unemployment plus 30 days work.
Misconduct: Duration of unemployment plus 30 days work.
Refusal to accept suitable work: Duration of unemployment plus 30 days

work.
There Is no reduction or cancellation of benefit rights or wage credits.

However, In Virginia, if a disqualified claimant cannot secure at least 30
days employment, he forfeits all rights to unemployment insurance. These
provisions are especially disastrous in times of high level unemployment.
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In 1965 Vermont's benefit costs amounted to 1.13C/0 of total wages, Texas'
Inefilt cost rate was .,6% and Virginia's, 26%, During the same year our
Vermont emnployers paid taxes on $3600 of taxable wages, with a mihimum-
maximum tax rate ranging from 1.1% to 4.1%. Both Texas and Virginia emi-
iployers paidi a mhiimum-niaximum of .1% to 2.7% on a $3000 taxable wage base.
* The Insured i iemployment rate in Vermont has been one of the highest in the
country, UI) to a few months ago. One reason for our high unemi)loyment rate
ma'v be the fact that we lIay benefits on an equitable basis and in reasonable
amounts. Our people file for claims because they can receive benefitS. As a
resultt tthey raise the unemploynt rate to where It accurately should be.
Vermont (1ops not employ the device used in some states of legislating a Severely
restrictive )rogrlm of benefit payments,' duration and disqualiflcalion, so as to
dlsiourage the filing of elahns, and then report a respectably low unemployment
rate. In Vermont, we are not Interested fi concealing our unemployment, but
rather III genuinely meeting the needs of our unemployed.

F l drtinately, in the last few months our unemployment rates have been low
for ifs, and average as compared to the rest of the country. It appears evh'lmt
that in a period of high level e employment and In the warm weather season, even
with anenlightened and humane unemployment Insurance program, we can have
a low rate of unemployment In'this state. We remain convinced that workers,
the vast majority of them, will work if they can secure suitable jobs. American
worrkers want to earn the money necessary to support themselves and their
families. It , no pleasure to be. unemployed and filing every week for inent-
phoynmint benefits, and to answer questions that under any other circumstances
would be considered an invasion of privacy.,

If my opinions could prevail on this bill, I would modify it to include most of
,the provisions of the old Ht.R. 8282. Such, a hope is patently impractical. But,
at the least, I would like to see an effective Insurance program for the long-termn
unemployed and hard-to-place workers, with qn additional twenty-six weks of
heneflts, The guaranteed income concept is galnilag support across the country.
Perhaps there would be less need for an outright gift program if we had an
adequate nationwide system of extended unemployment Insurance benefits, which
would preserve the personal dignity of a working man and encourage him to
remain iII the labor market rather than become a welfare recipient.

Such a program must trigger as to each Individual, and not merely in thnes
of general recession. In this country we have always considered the human rights
of an individual as being of superior quality to that of the group, except under
unusual circumstances. Even under the very best of economic conditions through-
out the country or a state., some individuals within the system can have extreme
difficulty in securing employment. Unwillingness or inability to work are prob-
lems which this program should not and does not attempt to meet. But an
adequate program is necessary for those individuals who genuinely seek employ-
ment and are physically able to work, but who meet employer resistance and
fail to secure employment for a long period of time. The unemployment insur-
ance program is designed for all workers who are unemployed through no fault
of their own. This includes those whose capabilities or personalities are not
pleasing to prospective employers, so long as they are genuinely seeking
employment.

Insurance protection for a total of 52 weeks of unemployment is not excessive.
Of course, adequate financing would need to be provided, with a higher tax base
and tax rate than that proposed in the present bill. A higher tax base approach,
as compared to that of a higher tax rate, would appear more equitable as
between covered employers in high v atre or low wage industries, in relation
to unemployment taxes as a proportion ot total payroll.

In regard to benefit amounts, duration and disqualifications, I would like to
urge the adoption of minimum federal standards as a condition for giving full
federal tax credit of 2.7% for reduced unemployment Insurance rates. It is my
position that It is totally unjust to give to a Texas employer who, on the average,
pays a tax of .5% of total wages to the Texas Trust Fund, a federal tax rate
credit of 2.7%, the same tax credit given to a Vermont employer, who pays an
average tax on total wages of 1.4%,, unless the provisions in Texas relating to
benefit amount, duration and disqualifications meet a minmuin standard uni-
versally applied and designed to establish a truly effective insurance program.

In particular, I urge amendment in the Senate of the proposed bill so "as to
include the following requiretnents:
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1. That the maximum weeks of employment necessary to be eligible for 26
weeks of state benefits not exceed 20 weeks at a reasonable wage within a one
year base period, or equivalent. Such a requirement would appear to be a fair
and Just test of attachment to the labor market, not only in Vermont, where
we have such a provision, but also in the other states as well.

2. That the weekly benefit amount be 50% of the claimant's average weekly
wage, up to a maximum, eventually, of 66%%, of the state average wage. A
low maximum limitation penalizes the wage earner at the higher income level,
often the primary wage earlier with dependents. Ills economic comnitnents in
this society are based upon full earnings. To reduce his wage replacement
to perhaps one-third or less of the earnings he has counted upon to meet his
financial obligations is, from the viewpoint of economic stability purchased with
maintained buying power, poor economics. In Vermont our benefits are 50%
of the claimant's average weekly wage, up to a maxinmum of 50% of the State
average wage. Although already one of the highest maximums in the country, it
should be higher. But, as I have stated, our tax rates are high and our Trust
Fund is low. We do not want to legislate our employers out of the competitive
iiarket. For that reason we ieed a federal standard on this matter.

3. That the uniform duration of benefits iII the state program be a minimum
of 26 weeks, for claimants with at least 20 weeks of sufficient employment.
Once reasonable men agree on a proper eligibility requirement. of weeks of
employment to test attaclunent to the labor market, then a worker is either
attached or lie is not attached. Assuming he is attached, lie is entitled to full
scale benefits for an adequate period of time so as to enable him to secure
employinet commensurate with his skills and former wages. For the worker

-who wants to work but who has unusual difficulty in securing employment,
twenty-six weeks Is little enough grace period before 'he must further materi-
ally depress his standard of living and that of his family.

4. That disqualification, except for fraud, conviction of crime, or labor dis-
pute, be limited to six weeks succeeding the week in which the disqualifying
act occurred. While the original unemployment for which a voluntary quit
or discharged claimant is disqualified may be due to his own act, we cannot
penalize him forever because lie cannot or will not work at one particular
job. There comes a time when his unemployment is due to general economic
conditions or even to lack of ability to secure employer a('cel)tance. If we
agree that it is not a proper purpose in disqualifying a worker to punish him,
then we should not impose an unlimited or excessive disqualifying period for
one act that resulted in a quit or discharge. This amendment would limit the
apl)lication of the disqualification, but not the causes therefore, which would
remain within the legislative and administrative judgments of the states.

There is no question but that workers who are voluntarily unemployed
should be weeded out of the program and denied benefits. However, under
severely restrictive laws that eliminate broad categories of workers, the
strength and genuineness of attachment to the labor force of any particular
individual apparently is imniaterial.

What is needed in this program is effective administration at tile state level,
together with substantial improvement In local ofihie facttlding 11m1d decision-
ing operations, in order to weed out improper claims. It is easier for the
administrators in the states, who have the ressmnsibility for administering the
program, to function under broadly restrictive laws that exclude everyone in
a group. However, that Is exceedingly unfair to Individuals in the group
who are qualified and eligible by reason of proven attachmnient to the labor
force and genuine effort to secure reemployment. If federal standards are
needed to ensure equal treatment for all workers regardless of state of resi-
dency, then fed eral standards we must have. The protection froii buses In
the program would then depend upon the quality of administration In the
states, and tills is entirely with in state control. If the states would improve
their administration of these laws, they could have no valid objection to the

ilinimum standards above referred to. It is a combination of Just laws and
good administration that Is essential to an adequate unemployment insurance
program.

It must be recognized that the proposed 1i)1 is the result of long and careful
study by experts in the field, after serious effort to compromise diverse but
sincere opinions on the issue of the extent to which a particular state ought
to be free to establish an unemployment insurance program, regardless of its
effect on other states or whether or not it meets the social needs of its people.
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It may be that, if the proposed bill is passed in its present form, the entire
matter of the unemployment insurance program in this country will not again
receive the serious attention of Congress for several years. Therefore, it is
vitally important that major improvements necessary, but now omitted from
the proposed bill, be fully considered and adopted at this time.

Mr. Chairman and gentlemen, I thank you for your consideration and for
permitting me to make this presentation.

Senator DOUGLAS. I will now adjourn this meeting until Monday
morning at 9 o'clock.

(Whereupon, at 12:50 p.m., the committee adjourned, to reconvene
at 9 a.m., on Monday, July 18, 1966.)
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MONDAY, JULY 18, 1966

U.S. SENATE,
CoM itrTrEE oN FINANCE,

Wa8hington, D.C.
The committee met, pursuant to recess, at 9:40 a.m., room 2'221,

New Senate Office Building, Senat,;r Herman E. Talmadge pre-
siding.

Present: Senators Talmadge, hlartke and Williams.
Also present: Tom Vail, chief counsel.
Senator TATLJTMAE. The hearing will come to order.
Our witnesses this morning generally have special situations they

wish to discuss with the committee. The special situations are not
so much concerned with the question of Federal standards or the
level of the benefits so much as they are with questions of coverage
and exclusions from coverage.

Our first witness this morning is Dr. Robert J. Bernard, repre-
senting the Association of Independent California Colleges & Uni-
versities.

Dr. Bernard, will you step forward and take the stand and pro-
ceed.

STATEMENT OF DR. ROBERT ;. BERNARD, EXECUTIVE DIRECTOR
AND CHAIRMAN OF THE BOARD OF TRUSTEES OF PITZER OL-
LEGE, OF THE CLAREMONT COLLEGES, REPRESENTING ASSOCIA-
TION OF INDEPENDENT CALIFORNIA COLLEGES & UNIVER-
SITIES, ACCOMPANIED BY CHARLES F. FORBES, CHIEF COUNSEL

Dr. BERNAim. Thank you, Senator Talmadge.
My name is Robert J. Bernard of Claremont, Calif.
I am the executive director of the Association of Independent

California Colleges & Universities and chairman of the board of
trustees of Pitzer College, the six institutions in the Claremont
group of colleges at Claremont, Calif.

You have before you, in addition to a longer statement, a two-
page statement which I would like to p resent at this time.

The Association of Independent California Colleges & Universi-
ties representing 49 accredited 4-year institutions, urges Congress to
evaluate compulsory coverage under the unemployment insurance
law in terms of the financial impact on the Nation's colleges and
universities. Operating costs are only partially covered by the tui-
tion which is already formidable, and with rising costs of higher
education and an enormous increase in the number of college su-
dents to be served, it is not surprising that our independent insti-
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tutions confront serious financial difficulties. Hence, we believe
that every added cost needs to be very carefully weighed before it
is imposed.

You have also before you, members of the committee, a guidebook
of the independent institutions, and on the pages in that guidebook you
will find the tuition charge on the amount of costs per student. The
amount of costs per student is, with one exception, very much above
the tuition charge. It runs as high as three or four times its tuition
charge and is usually at least twice the tuition charge.

If, however, the benefits to be provided are believed by the Congress
to be a justifiable diversion of funds which would otherwise be used
for educational purposes such as faculty salaries, scholarships, books,
scientific equipment, and necessary operating expenses, this association
would respectfully submit the following suggestions concerning H.R.
15119.

May I interpolate here on this observation that when we speak of
diverting funds that an institution might use for scholarships we
are considering a very important part of every college's responsibility,
and we cannot get nearly enough money for the scholarships that are
needed.

For example, in the State of California there were recently awarded
2,600 State scholarships, and there were over 22,000 applications for
the 2,600 scholarships.

Now, I would like to go to the first point of the memorandum. We be-
lieve that student spouses should be excluded from coverage. Spouses
are usually employed to help the student through college,, and jobs
in college libraries and offices are often developed for such spouses as
an integral part of the student aid program. When the student grad-
uates and he and his spouse leave the campus, he is usually employed,
and assumes the financial obligations of the family. After the college
has done its part in supplying the spouse a job while the student is ]n
college, it would hardly seem appropriate for the college also to have
to bear an added expense for unemployment compensation after the
family leaves college and the husband is employed.
,2. The exclusion from coverage contained in section 104(b) relating

to persons in a principal administrative capacity should be more clear-
ly defined so that proper guidelines can be drawn for State action.
We recommend language whihi would define principal administra-
tive capacity in terms similar to those employed in section 711(b) (6)
of the California Unemployment Insurance (ode which, for example,
refers to the exclusion of dean, counselors, registrars, and similar
Personnel.' Und6, the present wording of the bill, a head librarian
is excluded, but a reference librarian, 'periodicals librarian, govern-
mient documents librarian, and similar major personnel with profes-
sional training and background anid permanence of employment would
not be excluded. The same would be true of bursars and accountants
in a college business office, We believe it is essential that the language
of this section be more fully developed.

3' Section 104.(b) should exclude from coverage service performed
by professional individuals such as physicians, dentists, etc., with re-
spect to employees of colleges and universities in health centers or
clinics. An exclusionis ins thelegislation for similar employees of non-
profit hospitals. The 'college- d-octors in the health service, the dis-
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pensaries, and the infirmaries which colleges usually maintain are a
part of the permanent professional staff and should be excluded.

4. Covered employees of State institutions of higher education, as
well as covered employees of private voluntary colleges and univer-
sities, should be treated identically. We feel that there should be no
discrimination between the State institutions and the independent non-
profit colleges 'and universities in the matter of coverage. Both public
and independent institutions employ the same categories of employees
to serve their institutions, and they should be treated alike, as is pro-
vided for in the present bill.

5. The special financing provisions relating to compensation bene-
fits which are made available to nonprofit institutions should protect
the institutions from a requirement to pay for benefits for employees
whose unemployment is caused by other than the nonprofit institution.
We warmly approvethe provision in the bill which undertakes to pro-
vide that colleges and universities slall be required to, meet only those
unemployment compensation costs which arise from their own unem-
ployment experience and record. But California, as in many other
States, provides that the benefits payable are computed from the base
period of employment, which is a 12-month period of employment
occurring approximately 15 months prior to the inception of a valid
claim. The benefits paid are charged against the reserve account of
the base period employer'irrespective'df who the employer is at the
time the actual unemployment occurs. For exaniple, the employee
of a nonprofit institution may voluntarily terminate for a more lucra-
tive position in industry, work for a period of time, and be terminated
by the subsequent employer, but the benefit payments would be charged
to the nonprofit institution. '

A more detailed analysis of the position of the association and fur-
ther reasons for the points set forth above, which I have briefly sum-
marized are contained in its written statement on file with your dis-
tinguished committee, and I would respectfully ask 'that it be included
in the record.

Senator TALMAUGE. Without objection, it Will be made a part of the
record.

Dr. BErnArD. Thank you, sir. .
(The prepared statement referred to follows:).

STATEMENT OF THE ASSOCIATION ,OF INDEPENDENT CALIFORNIA COLLEGES AND~~UN vEnSITIFS ,

The Association of, Independent California Colleges and Universities represents
a membership of almost fifty private nonprofit colleges and universities, being all
of the accredited four-year universities and colleges in the State of California.
Each of these universities and colleges would be significantly affected if the
provisions ,.f H.R. 15119 relating to coverage of certain employees of institutions
of higher education is enacted. At the present' time in all but one of the institu-
tions represented by this Association the operating costs per, student far exceed
the tuition charges some by as much as three or four -timea. The imposition of
an obligation to provide 'and pay for unemploymentcc'npensation benefits,
whether it be by a tax or iby the special provisions for financiug, will undoubtedly
further broaden the gap between operating costs and revenue, and to this extent
funds will be committed to purposes other than the primary, function of such
institutions. ' ' , .

The independent voluntary colleges and universities are presently, performing
an, esential function, and it 'has been estimated that' they save the state tax-
payers many millions of dollars; In providing and 'operating facilities for higher
education. A' program which contemplates a charge against the funds of these
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institutions must be properly evaluated so that the area of greatest need is
adequately met with a minimum diversion of funds from the primary educational
purposes.

Initially the California institutions of higher education were unalterably op.
posed to the concept of providing coverage for the employees of such institutions
in that the demonstrated need for such coverage In no way equaled or out-
weighted the financial detriment to such institutions which would have resulted
from the enactment of the legislation as originally proposed.

The provisions relating to coverage of employees of nonprofit institutions con-
tained in H.R. 15119 have to a great extent ameliorated numerous of the prob-
lems created by its predecessor, H.R. 8282, and has significantly reduced the
anticipated economic impact upon colleges and universities. The fact remains,
however, that with the enactment of such legislation, funds that would other-
wise be committed to educational purposes must be used to fulfill the obligations
under the Unemployment Insurance Law. Once again, it is urged that Congress
equate the value of the benefits with the cost to educational institutions in terms
of diverting funds from a primary educational purpose to determine the wisdom
of establishing a national policy requiring coverage.

If there is to be unemployment insurance coverage for certain employees of
Institutions of higher education, there are various provisions in H.R. 15119
that need cdarifcation, as well as particular areas which require change to
provide the needed coverage without unnecessarily detracting from the ability
of the institutions to perform their essential function.

This Association addresses its statement to the following provisions of H.R.
15119:

(1) Section 104(b) requires state law coverage of certain service performed
for nonprofit organizations, and various classifications of employees of such
institutions have been excluded from coverage. It is the position of this Associa-
tion that in addition to those employees who have been excluded from coverage,
students' spouses should also be excluded.

(2) The provisions of Section 104(b) state that the requirements for coverage
shall not apply to service performed "(4) in the case of an institution of higher
education, or by an individual employed In an instructional, research, or princi-
pal administrative capacity ;". A clarification of the term "principal administra-
tive capacity" Is desirable,

(3) Section 104(b) excludes from coverage service performed by an individual
in a professional capacity such as physician, dentist, osteopath, chiropractor, etc.,
when such service Is performed in the case of a hospital. This exclusion should
be broadened to cover similar types of professional personnel performing services
in institutions of higher education.

(4) By requiring coverage for employees of state institutions of higher educa-
tion performing substantially similar functions as voluntary institutions, H.R.
15119 has avoided a serious discrimination against the private voluntary colleges
and universities. If in the review of this legislation it is decided the state
colleges and universities are tQ be excluded, the same treatment should apply
to the independent sector.

(5) The provisions of H.R. 15119 contained In Section 104(b) authorizing
nonprofit organizations an option to reimburse the state for actual amounts of
compensation attributable under the state law to Included service in endorsed.
Provision, however, should be made so that colleges and universities would not
be penalized under state law by electing this option and being charged for benefits
paid for unemployment not directly caused by such institutions.

This statement now addresses Itself to a detailed discussion of the foregoing
points:

(1) The exrclusion from coverage of students' spouses
The present law excludes from coverage students in the employ of schools.

colleges or universities if service is performed by one who Is enrolled and is
regularly attending classes at such college or university. Historically, colleges
and universities have provided students, in need of financial assistance, various
opportunities to earn additional funds to permit them to continue their education.
Recently and as part of such assistance programs, employment opportunities have
been extended to students' spouses. Inevitably at the conclusion of the student's
collegiate education ,both the student and spouse move elsewhere to obtain gain-
ful employment, and unless excluded from coverage the student's spouse may
qualify for unemployment compensation benefits. Since the employment offered
is, to a large extent, a, means of assistance to deserving students, it is recom-
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mended that students' spouses be excluded as are students, so that colleges and
universities engaging in such practices would not be penalized or )tquired to
exclude such personnel from employment for fear of the additional cost involved
in connection with the payment of benefits.
(2) Clarification of principal administrative capacity

The exclusion from coverage of service performed by an individual In a prin-
cipal administrative capacity should be clarified to establish appropriate guide-
lines for the various states in implementing plans to qualify under the federal
legislation. The report issued by the House Ways and Means Committee at page
36 purports to define this inclusion as follows:

"Paragraph (4) also excludes services performed by an individual employed in
a principal administrative capacity. This would exclude not only the officers of
the institution such as the president and the board of directors but also other
individuals who do not have titles as officers of the institution but who serve
in a principal administrative capacity, such as the business manager, chief
librarian, etc. The exclusions under paragraph (4) apply whether the institution
of higher education is a nonprofit or a State institution."

The foregoing definition, although helpful, does not adequately define many of
the areas of employment which may fall within or without the exclusion. The
California Legislature, in adopting legislation providing for elective coverage of
various persons employed by similar institutions, defines the type of employment
to be excluded as follows:

"Service performed as a professor, associate professor, lecturer, graduate
assistant or research assistant, teacher, instructor, vocational instructor,
counselor, activities adviser, dean of a college, dean, associate dean, laboratory
technician, librarian, president, vice president, registrar or other member of
the faculty or teaching or administrative staff performing similar service to these
categories." [§ 711(b) (6) Unemployment Insurance Code--California]

We would support the inclusion of a similar definition either in the legislation
or in the committee report.
(8) Service performed by professional persons such as physicians, dentists,

osteopaths anad chiropractors in the employ of a college should be excluded
from, coverage

Many colleges and universities maintain health centers or clinics which do
not of necessity qualify as hospitals and in which various services are rendered to
the students, employees, and in some cases members of the faculty. Since H.R.
15119 would exclude such services from coverage had they been performed in a
nonprofit hospital (see § 104(b)), we see no reason why such coverage should
not also be excluded by similar professional personnel in the employ of a college
or university.
(5) Compensation bencftts should be charged against colleges and universities

only for unemployment directly caused by such institutions of higher
learning

In the unemployment insurance laws of many states, a formula has been
adopted for the method of determining compensation benefits and the designa-
tion of the employer's account to be charged for the payment of such benefits.
California, as in ma"ty other states, provides that the benefits payable are com-
puted from the base prIod of employment, which is a 12-month period of em-
ployment occurring approximately 15 months prior to the giving rise of a valid
claim. The benefits paid are charged against the reserve account of the base
period employer irrespective of who the employer is at the time the actual un-
employment occurs. .It is therefore conceivable that an employee of a non-
profit institution would voluntarily terminate to accept a more gainful position
with industry, work for a period of time and be terminated by the subsequent
employer, and the benefit payments would be chargeable to the nonprofit
institution.

The reason to include special means of financing the benefits for nonprofit
organization employees is set forth in the report issued by the House' Ways
and Means Committee at page 9, which reads as follows:

"It appears that these organizations mayhave somewhat less than the average
risk of unemployment. While it seems appropriate that certain of their workers
should have protection against unemployment your committee believes it is also
appropriate that these organizations should not be required to share in the costs
of providing benefits to workers in profit-making enterprises. Under the relm-
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bursement method, a nonprofit organization whose workers experience no con-
pensated unemployment in a year would have no unemployment Insurance costs
for that year."

If the true intent of the cost reimbursement method is to provide only for
employees of such institutions who become unemployed by such institutions,
then the intent of Congress is not served by existing state laws adopting the
aforementioned concept concerning determination of benefits as well as
charging of the employer's account.

This Association would support a provision in H.R. 15119 restricting unem-
ployment compensation benefits to be paid to persons unemployed only as a
result of the actions of the nonprofit organization employer.

CONCLUSION

The need for institutions of higher education has been demonstrated to be
continually Increasing, and there is no indication that the future will change
this course. The California colleges and universities strongly urge Congress
to evaluate, in light of the need, a national policy requiring coverage of certain
employees of Institutions of higher education, and if in Its wisdom Congress de-
termines that such coverage is necessary, then to give favorable consideration
to the recommendations contained In this statement.

Senator TALMADGE. Doctor, if you do not charge the experience
table to the base period employer who would you charge it to?

Dr. BERNARD. Well, I think Mr. Forbes, Mr. Charles F. Forbes, our
chief counsel, could answer that question as a technical matter, Mr.

-Chairman.
Senator TALMADr, -Would you care to answer it, Mr. Forbes?
Mr. FOnBES. I will endeavor to answer it.
It is my understanding that in situations in which a base period

employer is not chargeable with the benefits paid, at least the reserve
account is not chargeable with the benefits, it goes into a pooled fund,
so to speak. I would suggest that in this case benefits to such em-
ployee be paid from the pooled fund in lieu of charging it directly
to the account of the nonprofit institution.

Senator TALMIADGE. Would you charge any part of it to any of the
other base period employers?Mr. FORBES. Well, it is my understanding that a part of the un-
employment insurance fund is used for this purpose to take care of the
payment of unemployment insurance claims which are not chargeable
to or directly to an employer's account.

Senator TALMADGE. Thank you, Dr. Bernard and Mr. Forbes. At
this point in the record, I would like to insert a letter from the Federa-
tion of Independent Illinois Colleges and Universities, signed by Mil-
burn P. Akers, who endorse in toto the statement of the Association
of Independent California Colleges and Universities.

(The letter referred to follows:)
THE FEDERATION OF INDEPENDENT ILijjOIS COLLEGES AND UNIVERSITYS,

Chicago, Ill., July 19, 1960.
,ir. Tom VAjL,
Counsel, Senate Finance Committee,
Senate Office Building,
Wa8hington, D.C.Ds.IiA SIR: The Executive Committee' of The 'Federation of Independent
Illinois Colleges and Universities, whici consists of td. 43 independent in-
stitutions- listed on this letterhead, has directed me to inform the Senate
Finance Committee that it endorses in tote the statement on H.R. 15119 sub-
mitted to the Committee by .the Asciatlon of Independent California Colleges

and Universities.
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The California statement fully reflects the attitude of the Federation of In-
dependent Illinois Colleges and Universities, and we would appreciate it if you
would have such agreement noted in your Committee record.

Sincerely yours,
MLBUBN P. AKERs,

Executive Director.

,Senator TALMADGE. The next witness is Mr. William R. Conse-
dine, director of the legal department, National Catholic Welfare
Conference.

STATEMENT OF WILLIAM I. CONSEDINE, DIRECTOR, LEGAL DE-
PARTMENT, NATIONAL CATHOLIC WELFARE CONFERENCE

Mr. CONSEDINE. Thank you, Senator. Your note probably does not
reflect the fact that I am substituting for Monsignor Higgins, who
was unable to be here today, but to rearrange the committee's schedule
of witnesses to accommodate him would have been a bit of a task, and
we did not want to impose further on either the committee or its staff.

I have a statement that I would like to submit for the record, Sen-
ator, and I will be very glad to summarize it for you.

Senator TALMADGE. Without objection, the statement will be in-
cluded in the record.

You may proceed to summarize it.
Mr. CONSEDINE. I am appearing in behalf of the-not only the Na-

tional Catholic Welfare Conference, department of social action, but
also its bureau of health and hospitals, its department of education,
the National Conference of Catholic Charities, and the National Cath-
olic Cemetery Conference.

Attached to my statement is a list of the types of organizations, non-
profit organizations, that these respective groups operate.

The first few pages of my statement, Senator, are merely an expres-
sion of pleasure over the fact that the House committee accomplished
in a very realistic way the twin objectives of covering the employees
of nonprofit organizations but, at the same time, recognizing their
unique employment experiences and the vast differences between a non-
profint organization and an organization operated for profit, and we
agree with the Secretary of Labor, Mr. Wirtz, that the Hiouse has
achieved an ingenious method of accomplishing this coverage.

We have but three suggestions to make.
The House committee report notes that the exclusion of a-church

would also exclude a divinity school preparing students for the min-
istry. The intention of the committee is clear. The committee also
excluded ministers and members of religious orders when services are
in the course of their religious duties.

We feel certain the committee also intended to exclude the novitiates
and houses of study for the training of candidates studying to become
members of religious orders.

We note this with the suggestion that the intention be made clear.
We believe also that the provisions of section 122 (a) which permits

a State to assign reduced rates but not less than 1 percent to newly
covered employees until time sufficient to achieve an experience rating
is again prudent recognition of the special circumstances involved.

It would also seem desirable to provide that any nonprofit organiza-
tion which elects coverage rather than the option of self-insurance be

6-5-992--60 -1
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permitted to acquire a determination of its experience rating an a 12.
consecutive-calendar-month period only, rather than a 36-consecutive-
calendar-month period normally required.

There is precedent for this suggestion in Public Law 87-705. It
would also be compatible with congressional determination that these
organizations have a far lower average risk of unemployment. States
are now free to require only 1 year of contribution by members at the
maximum rate before they obtain eligibility to an experience rating
and contribute thereafter a reduced rate.

The House of Representatives Report No. 2358 of the 87th Congress,
2d session, notes that 20 States now permit all employers to achieve
an experience rating in a 12-consecutive-1 alendar-nmntli p eriod. The
exercise of this authorization is now permissible, but because of the
unique employment experience of nonprofits already recognized by
Congress, it would be better were the Congress also to make clear that
this preferred treatment ought to be accorded the nonprofits both for
a 12-month period and at the 1 percent rate, irrespective of what the
State deems the better treatment for profitmaking organizations.

Now, we have but one other suggestion. We would agree with Dr.
Bernard, the preceding witness, that some provision should be made to
exempt the working spouse of an enrolled student, simply because that
working relationship is more related to the commitment of the student
than to the working spouse.

In sum, then, with this modest request for clarification respecting
houses of study for religious, and the suggestion. to exclude working
spouses of enrolled students, and the one respecting a firm 12-month
experience rating period at minimum rates for nonprofits electing
coverage, we otherwise, so far as the bill relates to nonprofit organiza-
tions, endorse the bill and commend it to your consideration.

Senator TALMADGE. Thank you very much, Mr. Consedine.
(The prepared statement of Mr. Consedine follows:)

STATEMENT OF WILLIAM R. CONSEDINE, DIRECTOR, LEAL DEPARTMENT, NATIONAL
CATHOLIC WELFARE CONFERENCE

In behalf of the Social Action Department of the National Catholic Welfare
Conference, Washington, D.C., I request this statement be made a part of the
record of these hearings. This statement also represents the views of the NCWC
Bureau of Health and Hospitals, the NCWC Department of Education, the
National Conference of Catholic Charities, and the National Catholic Cemetery
Conference. It is also submitted in their behalf. Attached, as an appendix to
my prepared testimony, is a partial listing of the church-related nonprofit activi-
ties which are being carried on under 'the auspices of these organizations.

We have no hesitancy In supporting the general objectives of H.R. 15119 to
improve the unemployment Insurance program, to extend its protection to more
workers, and to assure that it is fulfilling its intended role. Our direct presenta-
tion, however will be limited, as it ought to be, to those sections of the bill which
pertain to the coverage of the services of employees of nonprofit organizations.
In principle, we favored the coverage of such services of employees In our testi-
mony to the House Committee on Ways and Mfeans. But we pointed out that the
labor and economic conditon. which characterize the nonprofit organizations are
so substantially different from those which relate to profit-making organizations
that the federal government in extending unemployment insurance to nonprofit
groups should take these differences Into consideration. Most other nonprofit
organizations expressed the same views. We are most pleased that the House
Committee responded to this testimony In most practical terms. Accordingly,
we enthusiastically support the bill under consideration.

The provisions of the bill that make state law coverage a requirement for tax
credit under the Federal Unemployment Tax Act but alternatively permit in lieu
of contributions "a form of self-insurance" for nonprofit organizations is a
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prudent method of accomplishing the twin objectives of providing coverage of
their employees and at the same time achieving recognition that the operations of
these organizations are wholly unlike those of a conventional business or indus-
trial enterprise operated for profit. These benefit-reimbursement provisions for
the service covered additionally avoid inequities that would have flowed in-
evitably were the nonprofits subject.to the same conditions as other employing
profit-making organizations-inequities that would have imposed financial bur-
dens on those least capable of meeting them and for unemployment circum-
stances wholly unrelated to their own employment experience.

The House Committee noted that nonprofit employees have less than the
average risk of unemployment. It has provided protection for certain employees
but under the reimbursement formula has protected the nonprofits from sharing
in the costs of providing benefits to workers In profit-making enterprises and at
the same time not involving destruction of the insurance concept of unemploy-
inent insurance.

If the option for "self-insurance" is exercised by a nonprofit organization,
then both federal and state taxes become irrelevant. The House Committee
recognized this by providing for exemption from taxes under these circum-
stances. It also provides an exemption from federal taxes for nonprofit or-
ganizations, even if the option is not exercised. This too is realistic recognition
that the purposes of these taxes are not related to the employment experience
of the employees concerned.

The bill also provides for exclusion of certain services of nonprofit organiza-
tions. States are free to exclude these services of the nonprofits. A line was
drawn, however, as to certain other services performed by church-related or-
ganizations. The line seems to us both practical and on the whole clear. We
have but two comments.

The Committee report notes that the'exclusion of a church would also exclude
a divinity school preparing "students for the ministry." The intention of the
Committee is clear. The Committee. also excluded "ministers and members
of religious orders" "when services are it the course of their religious duties."
We feel certain the Committee also intended to exclude the novitiates and houses
of study for the training of candidates studying to become numbers of religious
orders. We note this with the suggestion that the intention be made clear.

We believe the provision of Section 122(a) which permits a state to assign
reduced rates but not less than 1% to newly cvered employees until time suf-
ficient to achieve an experience racing is again prudent recognition of the special
circumstances involved.

It would also seem desirable to provide that any nonprofit organization which
elects coverage rather than the option of self-insurance be permitted to acquire
a determination of its experience rating on a 12-consecutive-calendar-month pe-
riod only, rather than a 36-consecutive-calendar-month period normally required.
There is precedent for this suggestion in P.L. 87-705 (9/27/62). It would also
be compatible with Congressional determination that these organizations have
a far lower average risk of unemployment. States are now free to require only
one year of contribution by employers at the maximum rate before they obtain
eligibility to an experience rating and contribute thereafter a reduced rate
House of Representatives Report No. 2358, 87th Congress 2d Session, states that
In 1962, 20 states permitted all employers to achieve an experience rating in a
12-consecutive-calendar-moth. The exercise of, this authorization is now
permissible, but because of the unique employment experience of nonprofits al-
ready recognized by Congress, it would be better were the Congress also to
make clea that thi.a preferred treatment ought be accorded the nonprofits both
for the 12-month period and at the 1% rate, irrespective of what the state deems
the better treatment for profit-making organizations. As pointed out by both
the Senate and the House Committees on the District of Columbia, the nonprofit
organizations music pass on the financial burden of increased additional costs
to those who pay for services. (House Report, supra; Senate Report No. 2054,
87th Congress, 2d Session.) In combination, the diminution of the sgrvlces
contributed to piubllc purposes by the nonprofits and the demonstrated differences
in employment experience contrasted with profit-making organizations strongly
justifies the proposal to permit nonprofits electing coverage to acquire at the
minimum rate a determination of experience with the first 12 months of coverage.

We have one final' suggestion. The bill provides for exclusion of certain
services performed for institutions of higher education. We would suggest
that one additional category of service be added to the list to provide for the ex-
clusion of the working spouse of an enrolled. student. Normally, such employ-
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ment on the staff of a college is temporary in nature and related more to the
student's commitments than to aspects of regular employment.In sum, with this modest request for clarification respecting houses of study
for religious and the suggestion to exclude working spouses of enrolled students
and the one respecting a firm 12-months experience rating period at minimum
rates for nonprofits electing coverage, we otherwise heartily endorse the bill.

APPENDIX

A PARTIAL LISTING OF CURcH-RELATED NONPROFIT AOTIVTrMS

Churches Settlement houses
Rectories Protective institutions
Seminaries Specialized schools
Convents and monasteries Youth centers
Elementary and secondary schools Specialized child-,caring homes
Colleges and universities Nursing and convalescent homes
Cemeteries Hospitals
Orphanages Diagnostic units
Pay cost centers Sanctorla for invalids
Homes for the aged (Little Sisters of Summer camps and community centers

the Poor) Church administrative units
Family counseling and guidance Lepresaria

centers

Senator TALMADGE. The next witness today is Mr. Gibson Kingren,
Kaiser Foundation Health Plan, Inc.

You may proceed at your pleasure, Mr. Kingren.

STATEMENT OF GIBSON KINGREN, KAISER FOUNDATION HEALTH
PLAN, INC.

Mr. KINGREN. Mr. Chairman and members of the committee, my
name is Gibson Kingren. I am appearing on behalf of the Kaiser
Foundation Health Plan which conducts the largest prepaid compre-
hensive group practice health care program in the United States. '

.At present our program provides most of the hospital and medical
care services for approximately 1,400,000 persons through 15 hospital-
based medical centers and 22 outpatient clinics. These facilities are
located in the metropolitan areas of San Francisco, Sacramento, and
Los Angeles, Calif.; Portland, Oreg.; and Honolulu, Hawaii.

Hospital services to health plan members are provided primarily
by 15 self-supporting Kaiser Foundation hospitals. These lionprofit
hospitals which serve the general community as well as the prepaid
health plan membership have more than 2,850 licensed beds and
employ over 5,000 persons with an annual payroll of $25 million. In
addition to providing direct hospital care, including charitable care,
Kaiser Foundation' h' spitals sponsr research and educational pro-
grams in medicine and related fields.'

SUPPORT FOR NONPROFIT PROvIsIONS OF BILL

We support section 104 of H.R. 15119 which brings most employees
of tax-exempt nonprofit organizations; under uneinpoyinent insurance
coverage. and requires the States to givo each such organization the
option of reimbursing the State for unemployment compensation
claims paid on it behalf, in lieu of paying the normal employment
taxes required by State law."',

The primary reasons for our support are as follows, First, we believe
that section 104 represents 'a s'oud compromise ,between two valid
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policy objectives--(1) that the benefits of unemployment insurance
should be available to all 'employees who need such protection, and
(2) that nonprofit organizations performing significant public services
should use their financial resources for such public services.

Second, we believe that section 104 represents a vast improvement
over present law which makes unemployment insurance coverage op-
tionalin the case of nonprofit organizations but requires organizations
which voluntarily elect coverage to pay the same rates and build up
the same reserves as other employers.,

In our judgment, the basic considerations which call for unemploy-'
mnent insurance coverage, for most of the Nation's working force are
applicable to most nonprofit organizations. Except for lhnited and
special classes which continue to be exempt under section 104, we see
no valid vasis for distinguishing a nurse, laboratory technician, main-
tenance man, or similar hospital employee from his counterpart in
industry, both from the view point of the Individual and the viewpoint
of the economy as a whole. TI he detrimental effects of unemployment
are similar and equally deserving of the relief provided by an urem-
ployment insurance system. The reality of our conviction in this
regard is demonstrated by the factthat in 1959 we elected voluntary
coverage under the California unemployment insurance law.

PROPOSED CLARIFICATION OF SECTION 104

We, supported the principles expressed in section 104 before the
House Ways and Means Committee, and the section generally reflects
our posit-ion. However, we direct the committee's attention to an
important consideration. Section 104 clearly establishes that non-
profit organizations will have a choice between reimbursing the State
for unemployment compensation benefits paid in their behalf or pay-
ing contributions under. the'employment tax provisions of State- law.
We are advised that Federal law might permit the transfer to the,
cost reimbursement method of reserves created by those nonprofit
organizations which have voluntarily provided unemployment com-
pensation or have been required to do so by State law; however, we
suggest that a clarifying amendment would assist the States materially
in carrying out the objectives of this section,

To achieve this objective an appropriate amendment should be pre-
pared by the Department of Labor which would make it clear thatthe
intent of Congress is for the States to permit existing reserves credited
to a nonprofit organization to be applied on behalf of that organization
if it- elects the reimbursement method of financing unemployment
compensation.

SUPPORTING ARGUMENT

Section 104 of HR. 15119 does not expressly provide that nonprofit
organizations covered under the State unemployment insurance pro,
grams may change from a compulsory tax basis to a cost reimburse-
ment basis and transfer their accumulated 'reserves from the tax base
method to the 'reimbursement method. , However, this' transfer,. of
reserves should be permitted; otheiwise those nonprofit, organizations
which, were farsighted and interested, enough in the welfare of their
empl6yees to have joined the ,unemployment insurance system ,on a
voluntary basis would,be 'forced to forgo the alternAtive ;methodxof
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financing authorized by section 104, or to sacrifice their reserve
balances. Such result surely is not intended.

To require nonprofit organizations to give up their accumulated
reserves to the unemployment insurance system when they transfer to
a reimbursement basis would in effect require such organizations to
make a substantial contribution on behalf of profitmaking enter-
prises. This would be inconsistent with ihe public policy expressed
in section 104.

Nonprofit organizations already participating in the unemployment
insurance system have created reserve balances by making payments
under the State unemployment tax schedule in an amount greater than
the benefits paid out in their behalf by the system. This money was
accumulated for purposes of paying future unemployment insurance
claims covering employment by the nonprofit organization. To
accomplish thispurpose such reserves should be available to meet the
costs of nonprofit employers that elect. the reimbursement method of
participation.

This matter is of great. concern to the California Hospital Associa-
tion as many of its nonprofit hospital members have voluntarily
assumed the payment of unemployment insurance on behalf of their
employees. The California Hospital Association has authorized me to
state that it fully supports our position that section 104 should be
amended to express the congressional intent that the States should
provide that existing reserves credited to a nonprofit organization
may be used by that organization if it elects the reimbursement
method of financing unemployment compensation.

RECOGNITION OF RELATED LEGISLATION.

Legislation was enacted in 1961 in California to, permit cost-
reimbursement or other nonreserve financing of unemployment insur-
ance by nonprofit organizations voluntarily electing to cover their
employees. This legislation has not been implemented because of
questions regarding conformity with Federal law.: Enactment of
section 104 will permit implementation of the California legislation.

Moreover, section 104 is in accord with the philosophy expressed by
Congress in permitting special tax treatment for tax-exempt nonprofit
organizations in the I)istrict of Columbia. This followed legislation
making unemployment insurance mandatory for such organizations
within the District. H.R. 2788, 87th Congress, clearly recognizes that
special financial treatment for nonprofit organizations is desirable in
order to minimize the financial impact of unemployment insurance
on nonprofit organizations.

SVIMMARY

We urge this committee to approve section 104 of H.R. 15119 because
it represents a desirable compromise between the objectives of extend-
ing unemployment insurance benefits and minimizing the burden on
nonprofit organizations which provide important public services. We
also urge the adoption of an appropriate amendment to make it clear
that nonprofit organizations already participating in the unemploy-
ment insurance program may have their accumulated reserves applied
to meet time costs of the reimbursement option. This amendment
would remove the inequities to certain nonprofit organizations which
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either came into the system voluntarily or were covered by State law,
and would ive each nonprofit organization an equal opportunity to
choose the fnancing method best suited to its needs as intended by
section 104.

Thank you for the opportunity to present our views on section 104
of H.R. 15119. In addition I am authorized to advise the committee
that the California Hospital Association, the Group Health Associa-
tion of America, Washington, D.C., and the Health Insurance Plan
of New York support section 104 and the suggested clarification
regarding existing reserve balances.

Senator TALMADGE. Mr. Kingren, how would your suggestion work
in the States where they have pooled fund laws, they have no sep.
rate reserves, as I understand it?

Mr. KIoNGREN. In discussing this matter with the Labor Security
people, they pointed out that there are a variety of ways in which
unemp loynent insurance is financed. It was their concept-let me
amend that statement. My request of them was can an appropriate
amendment be drawn which would treat all States equally under
this provision and be equitable to nonprofit organizations, and the
comment was that they thought it could. I am not familiar enough
with the laws in each of the States to make a categorical statement
on how it should be done.

However, the number of States which have nonprofit organizations
participating in unemployment insurance under the State laws is
rather Iimited. My guess is that not more than 50 percent of the
States have this provision, have these organizations participating now.

There are, I believe, about 10 States which actually forbid nonprofit
organizations from participating under unemployment insurance
I am not sure that I have answered completely your question, but in
summary the Department of Employment-

Senator TALMADOE. How would you handle negative balances?
Mr. KINGREN. It seems to me that we must be fair about this.

First, I do not believe that an organization that has a negative balance
is going to want to transfer to the added cost method because they
obviously have an adverse employment record or they would not have a
negative balance.

This section 104 provides for an alternate choice, and I believe that
those organizations would probably stay with the tax method and
would not want to transfer. Hence I believe that this issue would
not come up.

However, if it does come up I do not believe it would be out of
character or inconsistent with the philosophy of 104 to require these
organizations to make up the deficiency in their balance so they are
at least even with the board before they transfer to the added cost
method of financing.

Senator TAi3AD GE. Thank you.
Any questions, Senator Williams?
Senator Hartke?
Thank you very much, Mr. Kingren. i
The next witness is Mr. Leonard E. McChesney, Lake Carriers

Association of Cleveland, Ohio.
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STATEMENT OF LEONARD E. McCHESNEY, ASSISTANT SECRETARY
AND MANAGER OF INSURANCE, HANNA MINING CO., REPRE-
SENTING LAKE CARRIERS' ASSOCIATION

Mr. MCCHESNEY. Mr. Chairman, my name is Leonard F. McChes-

n'am assistant secretary and manager of insurance of Hanna Mining
Co., Cleveland, Ohio.

My appearance here is on behalf of the Lake Carriers' Association
of which Hanna Mining Co. is a member.

Lake Carriers' Association is an organization of vessel companies en-
gaged in the transportation of bulk commodities between 1)orts on
the Great Lakes. In all, the association has 25 members owning or
operating a total of 212 merchant vessels under U.S. flag. The vessels
enrolled in the association aggregate more than 1,703,610 gross tons of
slipping and constitute better than 98 percent of all commercial vessels
under American flag now engaged in trade and commerce on the Great
Lakes.

I shall summarize the statement which we have furnished the com-
mittee, and I request that, the statement in full be included in the record
for the committee's consideration.

Senator TALMADGE. Without objection the statement. will be inserted
in the record and you may summarize it.

Mr. MCCITESNEY. Since 1943, Lake Carriers' Association has main-
tained a special unemployment compensation study committee. Since
the committee's inception'I have served as chairman.

ELIMINATION OF SECTION 123 URGED

My appearance here on behalf of Lake Carriers' Association relates
solely to section 123 of H.R. 15119, the Unemployment Insurance
Amendments of 1966 as passed by the House.

Section 123 would amend section 3305 of the Internal Revenue Code
of 1954 in such a manner as to empower the Secretary of Labor to deny
to maritime employers (as well as other employers in whom the
Federal Government has a special jurisdictional 'interest) the tax
credit against the Federal unemployment tax for amounts paid
into a State unemployment compensation fund should the Secretary
of Labor find that "the unemployment coml)ensation law of such
State is inconsistent with any one or more of the conditions set forth
in section 3305(f). Lake' Carriers' Association strongly urges
the elimination of section 123, because it would impose a drastic
and unwarranted penalty on Great Lakes vessel operators and
would operate unfairly against Great Lakes seamen. Section 123
has no practical application to any employers except Great Lakes
vessel operators in the State of Ohio, as will hereafter be shown.

TIlE STATED PtTRPOSE OF SECTION 123

When the unemployment insurance amendments were originally
introduced in the House (H.R. 8282), the explanatory statement pre-
pared by the Department of Labor stated, with respect to section 123
(then see. 206 of H.R. 8282), pages 23-24, that while, as a matter of
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Federal law, States were given permission to levy unemployment taxes
on maritime employment, specific conditions were prescribed in order
to preclude discriminatory treatment of either maritime employers
or maritime workers. It was then asserted that one State was failing
to provide seamen equal protection and this failure affects a substan-
tial proportion of the seamen engaged in Great Lakes shipping. It
then asserted in justification of the proposed section that no State
should be given authority to collect unemployment taxes from mari-
time employers under conditions which violate the nondiscriminatory
rejuivrments of Federal law.

When the Secretary of Labor, Hon. W. Willard Wirtz, testified
before the House Committee on Ways and Means, lie was asked spe-
cifically the State to which the explanatory statement referred and the
precise manner in which the law of such State was discriminatory as
against Great Lakes seamen. The Secretary replied that the law of
the State of Ohio treats maritime workers differently from the way it
treats other seasonal workers in two respects. Stated Secretary Wirtz:

There are two differences. One is the use of a 40-week definition of "seasonal
employment" in this industry as compared with a 36-week definition in all others.
And secondly, that the seaman must, under the present situation, work more
time outside this particular employment to become entitled to ordinary unem-
ployment insurance than is true of other seasonal workers.

Such being the stated purpose of section 123, we urge that such sec-
tion be eliminated for the reason that the arguments advanced by the
Secretary of Labor are not valid and Ohio law is in no way discrimi-
natory against seamen. Indeed, if anything, it favors seamen. In
substance, we maintain that the alleged shortcomings of the Ohio
law in devising an unemployment compensation system as it applies
to Great Lakes seamen, do not in fact exist.

Since 1946, the Department of Labor has been trying to secure
from Congress the authority granted by section 123 with respect to
vessel operators on the Great Lakes. In 1946, the Department con-
tended tiat the Ohio law was discriminatory because it did not pro-
vide for a combination of wage credits in the case of seamen but
allowed such combination in all other cases. Congress thereupon
amended the law to require the seamen be allowed to combine season-
al and nonseasonal wage credits, and Ohio changed its law according-
ly. The next major assault by the Department upon the Ohio law
took place in 1961, when the )epartment recommended a provision
similar to section 123 with respect to vessel operators on the Great
Lakes. The administration's unemployment compensation reform bill
in 1963 contained no provision dealing with this subject matter but
the provision real)l)eared in 1965, and it is pursuant to the 1965 rec-
ommendations that section 123 is included in the bill. We wish to
emphasize that insofar as Great Lakes vessel operators are concerned,
the Ohio law has remained in effect unchanged for the last 18 years.
A real discrimination would not have been permitted to continue in
effect for so long a period by Congress.

My statement thereupon sets forth the provisions of the Ohio law.
Briefly, Ohio establishes a 40-week season for Great Lakes navigation
beginning with the fourth Sunday in March and limits payment of un-
empiloyment compensation benefits to seamen within the season. The
law specifically provides that if an individual's employment consists
of both employment on a vessel and with shoreside employers, his wage
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credits may be combined, but if more than 50 percent of such individ-
ual's total weeks of employment during his base period is as a seunan,
his eligibility for benefits is limited to the 40-week navigation season.

We then discussed the existing requirements of the Federal law.
Section 3305(f) of the 1954 Internal Revenue Code authorized the
legislature of any State in which a vessel operator maintains his op-
eratinog office and from which his vessels are regularly managed and
controlled, to require such operator to make contributions to its unem-
ployment fund, notwithstanding that the services of the seamen on
such vessels were not performed entirely within the State. Granting
this permission, Congress provided that:

The permission granted by this subsection Is subject to the condition that such
service shall be treated, for purposes of wage credits given employees, like other
services subject to such State unemployment compensation law performed for
such person in such State * * *.

In explaining this provision, this committee in its report to the
Senate, said:

The committee believe, therefore, it would be inadvisable to lay down a blanket
prohibition against discrimination or to attempt to fix standards for the benefit
of seamen. There has been Included in the bill, however, a provision which
enunciates the principle of no discrimination as compared with other employees
of the same employer as regards wage credits (S. Rept. 1862, 78th Cong. 2d sess.).

The committee also had this to say in this same report:
The provision is not Intended to preclude treating certain maritime service,

notably that on the Great Lakes, as seasonal employment, and denying compen-
sation based on such service for unemployment occurring outside the season, if
this is done on terms comparable to those applied to other seasonal occupations
in the State.

From this we conclude that it is abundantly clear that while a mari-
time employer is required to treat seamen employees in the same man-
ner as his other employees as regards wage credits, this does not mean
that the employer is precluded trom treating seamen employees as sea-
sonal, even though the employer's other employees-that is, shoreside
personnel-may be nonseasonal.

We then show that a 40-week season for Great Lakes seamen,
coupled with a maximum season of 36 weeks in any other occupation,
does not result in a discrimination against seamen, particularly here
there is no evidence that any season al industry in Ohio is unable to
qualify as a seasonal industry by reason of the 36-weeks limitation.
We contend it is immaterial whether the duration of operation of the
seasonal industry is specified in law or is fixed administratively, so
long as the duration specified is reasonable and in accordance wit the
facts. We then set forth the facts upon the basis of which the Ohio
Legislature specified a 40-week season for Great Lakes navigation.

The other reason advanced by the Secretary of Labor for contend-
ing that Ohio law discriminates against seamen was that seamen were
not treated as favorably as shoreside employees in the matter of com-
bination of wage credits. We deny that this was ever the case under
Ohio law, an(l show that in any event, it cannot possibly be the case
at the present time, because we point out that at the present time sea-
men are the only employees in Ohio who are permitted to combine
seasonal and nonseasonal wage credits. This was decided by the Ohio
Board of Review last year in the case of In re Clain f Ned F.
Babcock, et al. The decision in this case is appended to our statement.
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Thus, seamen have oa distinct advantage over other seasonal employees
in Ohio, and the alleged discrimination against seamen arising out of
the combination of wage credits does not exist.

Our statement then asserts that the enactment of section 123 would
place a serious burden on Ohio, as well as the vessel operators in Ohio,
should -the Secretary of Labor attempt to estal)lish discrimination
against seamen, and this is particularly so where, as we have shown,
discrimination does not in fact exist.

Reference is then made to the debate of the bill on the floor of the
House, where the chairman of the Ways and Means Committee stated
'that the committee made do decision whatever concerning the alleged
discrimination against, maritime employees, and that what the commit-
tee was attempting to do was supply aln enforcement provision which
is now lacking in the law in those cases in which it might be deter-
mined that discrimination (lid in fact exist.. Our statement then
further showed that if section 123 should be enacted, it might be con-
strued us requiring that seamen be deprived of the advantage they now
have of l)eing able to combine seasonal and nonseasonal wage credits,
so that. they will be treated in the same manner as other seasonal em-
ployees in (hio. The Lake Carriers contend that if section 123 were
so construed, this would be unfair to seamen.

xve then point out certain additional factors which demonstrate that
the seasonal nature of Great Lakes navigation should not l)e eliminated.
We show that the average weekly wage for Great Lakes seamen in
1904---and this means total wages divided by 152 weeks, which includes
the 12 weeks during the winter when the Great Lakes seaman receives
nothing-was $188.43 as compared with the average 'weekly wage of
all covered employment. in Ohio of $115.63. In fact, the average
weekly wage for Great Lakes seamen is, with one minor exception,
higher than the average weekly wage in any other industry in Ohio,
and in no other State (o average weekly earnings exceed tliose of the
Great Lakes vessel industry. During the 40-week season, a Great
Lakes seaman devotes about the snme amount of time to his job as does
a shoreside employee working 52 weeks. The main difference is that
most shoreside employees are not asked to work Saturdays, Smudays,
and holidays, while GreatT Lakes seamen work all (lays during the
season but are not required to work at all during the 12-week winter
interval. The seaman's leisure time, therefore, comes to himin olle
12-week stretch, while the leisure time of shloreside workers comes 2
days each week throughout the entire year. Indeed, if the contentions
o{.the Secretary about the 40-week season were valid, and the seasonal
nature of the industry eliminated, it would be somewhat like paying
unemployment benefits for Saturdays, Sundays, and holidays, to a
shoreside worker with a full-time job:

We then show that if the rest rid ion on payment of benefits to Great
Lakes seamen were removed, the total benefits paid to seamen under
Ohio law would exceed $3.48 million a year with the maximum em-
ployers' contribution being only one-seventh of that amount. This
would result in the Great Lakes navigation industry l)eing subsidized
by every other industry in Ohio.• Finally, we urge that if section 123 is retained in the bill, the judi-
cial review provisions of the bill be broadened to authorize maritime
employers to initiate review proceedings, because it is the maritime
employers who are the real parties in interest.
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Mr. Chairman, that completes my testimony, and I thank you for
the privilege of appearing before the committee.

(Tie prepared statement of Mr. McChesney follows:)

STATEMENT OF LEONARD E. MNcCIIESNEY, APPEARING ON BEHALF OF LAXE
CARRIERS' AssSOCIATION

My name is Leonard E. McChesney. I am Assistant Secretary and Manager
of Insurance of the Hanna Mining Company, 100 Erieview Plaza, Cleveland,
Ohio. My appearance here is on behalf of Lake Carriers' Association, of which
Hanna Mining Company is a member.

Lake Carriers' Association is an organization of vessel companies engaged
in the transportation of bulk commodities between ports on the Great Lakes. In
all, the Association has 25 members owning or operating a total of 212 merchant
vessels under United States flag. The vessels enrolled in the Association aggre-
gato more than 1,703,610 gross tons of shipping and constitute better than 98%
of all commercial vessels under American flag now engaged in trade and com-
merce on the Great Lakes.

Since 1943, Lake Carriers' Association has maintained a special Unemploy-
ment Compensation Study Committee. Since the Committee's inception I have
served as Chairman.

ELIMINATION OF SECTION 123 URGED

My appearance here on behalf of Lake Carriers' Association relates solely
to Section 123 of H.R. 15119, the "Unemployment Insurance Amendments of
1966" as passed by the House. Section 123 would amend Section 3305 of the
Internal Revenue Code of 1954 In such a manner as to empower the Secretary
of Labor to deny to maritime employers (as well as other employers in whom
the Federal Government has a special jurisdictional interest) the tax credit
against the Federal unemployment tax for amounts paid into a state unemploy-
ment compensation fund should the Secretary of Labor find that the unemploy-
ment compensation law of such state is inconsistent with any one or more of
the conditions set forth in Section 3305(f). Lake Carriers' Association strongly
urges the elimination of Section 123, because it would impose a drastic and un-
warranted penalty on Great Lakes vessel operators and would operate unfairly
against Great Lakes seamen. Section 123 has no practical application to any
employers except Great Lakes vessel operators in the State of Ohio, as will
hereafter be shown.

THE STATED PURPOSE OF SECTION 123

When the "Unemployment Insurance Amendments" were originally introduced
in the House (H.R. 8282), the explanatory statement prepared by the De-
partmentof Labor stated, with respect to Section 123 (then Section 206 of I.R.
8282), pages 23-24, that while, as a matter of Federal law, states were given per-
mission to levy unemployment taxes on maritime employment, specific conditions
were prescribed in order to preclude discriminatory treatment of either maritime
employers or maritime workers. It was then asserted that one state was failing
to provide seamen equal protection and this failure affects a substantial pro-
portion of the seamen engaged in Great Lakes shipping. It then asserted in
Justification of the proposed Section that no state should be given authority to
collect unemployment taxes from maritime employers under conditions which
violate the nondiscriminatory requirements of Federal law.

When the Secretary of Labor, the Hon. W. Willard Wirtz, testified before the
House Committee on Ways and Means, he was asked 'specifically the state to which
the explanatory statement referred and the precise manner in which the law of
such state was discriminatory as against Great Lakes seamen. The Secretary
replied that the law of the State of Ohio treats maritime workers differently from
the way it treats other seasonal workers in two respects. Stated Secretary
Wirtz:

"There are two differences. One is the use of a 40 week definition of 'seasonal
employment' in this industry as compared with a 36 week definition in all others.
And secondly, that the seaman must, under the present situation, work more
time outside this particular employment to become entitled to ordinary unem-
ployment insurance than is true of other seasonal workers."

Such being the stated purpose of Section 123, we urge that such section
be eliminated for the reason that the arguments advanced by the Secretary of
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Labor are not valid and Ohio law is in no way discriminatory against seamen.
Indeed, if anything, it favors seamen. In substance, we maintain that the
alleged shortcomings of the Ohio law In devising an unemployment compensa-
tion system as it applies to Great Lakes seamen, do not In fact exist.

TilE EXISTING PROVISIONS OF OHIO LAW WITH RESPECT TO SEAMEN

Ohio law declares that employment as a seaman on an American vessel oper-
ating on the Great Lakes shall be deemed to be seasonal employment and such
season shall consist of the 40 calendar week period beginning with the fourth Sun-
day in March. Thus the Legislature of Ohio has defined the Great Lakes naviga-
tion season and limited the payment of unemployment compensation benefits to
seamen to the season as thus defined. Nevertheless, the Ohio Legislature has also
provided that, with respect to an individual whose employment consists of both
employment on a vessel and with shoreside employers, such wage credits may be
combined, but if more than 500o of such individual's total weeks of employment
during his base period Is as a seaman, his eligibility for benefits is limited to the
navigation season. The specific provisions of Ohio law are as follows:

"§ 4141.33 SEASONAL EMPLOYMENT

"(B) Notwithstanding division (A) of this section, employment as a seaman
on an American vessel operating on the Great Lakes shall be deemed to be
seasonal employment, and such sason shall consist of the forty calendar week
period beginning with the fourth Sunday of March. With respect to an Individ-
ual whose employment consists exclusively of employment afj a seaman on
such vessel, excepting a vessel engaged in harbor towing or river and harbor
improvement work, the right to benefits arising out of service performed in such
seasonal employment shall be confined to weeks of unemployment occuring In
such period of forty weeks and the administrator, in accordance with division
(A) of this section, shall determine the proportionate number of weeks of em-
ployment and earnings required to qualify for benefit rights and the proportion-
ate number of weeks for which benefits may be paid. If the individual is receiv-
ing benefits at the end of such period, there shall be a suspension of the payment
of benefits until the following fourth Sunday of March upon which date, if such
individual is still unemployed, the payment of benefits shall resume and continue
until the full forty week period has expired since such Individual first filed a
valid application for determination of benefit rights.

"(C) With respect to an individual whose employment consists both of em-
ployment on a vessel as provided in division (B) of this section and with any
other employers subject to section 4141.01 to 4141.46, inclusive, of the Revised
Code, the eligibility requirements and benefit rights shall be the same in all
respects as those of an individual whose employment consists exclusively of em-
ployment with such other employers; provided if more than fifty per cent of
such individual's total weeks of employment during his base period consists of
employment as a seaman on such a vessel, his eligibility requirement and benefit
rights shall be determined according to division (B) of this section."
As will be hereinafter shown, these provisions are not In the least inconsistent
with Federal law.

EXISTING REQUIREMENTS Or FEDERAL LAW

On May 24, 1943, the United States Supreme Court decided Standard Dredging
Corporation v. Murphy, 319 U.S. 306. That case held that the provisions of the
Federal Social Security Act, exempting from the federal tax thereby Imposed the
employers of persons employed as officers or members of the crews of vessels on
navigable waters of the United States, did not operate to exempt such employers
from state unemployment insurance laws. Thereafter the Congress enacted into
law the Social Security Act amendments of 1946. Among other things, Section
301 of the Act (now Section 3305(f) 1954 I.R.C.), authorized the Legislature
of any state In which a person maintains the operating office, from which the
operations of an American vessel operating on navigable waters within or within
and without the United States are ordinarily and regularly supervised, managed,
directed and controlled, to require such person and the officers and members of
the crew of such vessel to make contributions to its unemployment fund to the
same extent and with the same effect as though such service were performed
entirely within such state.
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In thus granting permission to the states to bring seamen under their unem-
ployment compensation laws, the Congress specifically provided that:
• "The permission granted by this subsection is subject to the condition that such

service shall be treated, for purposes of wage credits given employees, like other
services subject to such state unemployment compensation law performed for
such person in such state * * *" (1954 I.R.C. § 3305(f)).
In explanation of the above provision, the Senate Finance Committee, In favor-
ably reporting the bill to the Congress, stated that:

"The Committee believes, therefore, it would be Inadvisable to lay down a
blanket prohibition against discrimination or to attempt to fix standards for the
benefit of seamen. There has been Included in the bill, however, a provision
which enunciates the principle of no discrimination as conipared iefth other cm-
ployecs of the same employer as regards wage orcdits." (Senate Report No.
1862, 78th Congress, Second Session).
After thus commenting on the nature of the permission granted to the states, the
Senate Finance Committee added:

"The provision is not Intended to preclude treating certain maritime service,
notably that on the Great Lakes, as seasonal employment, and denying compensa-
tion based on such service for unemployment occurring outside the season, if this
is done on terms comparable to those applied to other seasonal occupations In
the state." (Senate Report No. 1862, 79th Congress, Second Session).

Thus it Is abundantly clear that, while a maritime employer Is required to
treat seamen employees in the same manner as his other employees as regards
wage credits, this does not mean that the employer is precluded from treating
seamen employees as seasonal, even though the employer's other employees, i.e.,
shoreside personnel, may be non-seasonal. The Senate Finance Committee did
say, however, that If certain maritime services are treated as seasonal employ-
ment It must be done on terms comparable to those applied to other seasonal
occupations In the state.

It Is now proposed to examine the objections of the Secretary of Labor to
Ohio law in light of the specific requirements of Federal law and when this
analysis Is completed we believe all will be convinced that the alleged dis-
crimination against seamen does not exist.

THE DEFINING OF THE NAVIGATION SEASON BY STATUTE IS NOT DISCRIMINATORY

The Secretary of Labor has singled out maritime employers generally and
the Ohio law in particular as being unfair, simply because Ohio law specifies
employment of Great Lakes seamen to be seasonal and defines the Great Lakes
navigation season as a period of 40 weeks beginning with the fourth Sunday in
March of each year, as compared with, in the words of the Secretary, "a 36 week
definition in all others" (i.e., other industries). The Secretary is clearly in
error in stating that a "36 week definition" applies to all other Industries. What
Ohio law does Is to authorize the Administrator to fix the various seasons for
the various seasonal industries but prevents him from fixing any season longer
than 36 weeks. This authority existed in Ohio law long before the seaman pro-
vision was enacted fixing by law the Great Lakes navigation season at 10 weeks.
Ohio, of course, could have provided that the duration of a)l seasonal employ-
ment would be determined administratively not to be in excess of 40 weeks and
the Ohio unemployment compensation Administrator could have fixed 40 weeks
as the Great Lakes navigation season, 30 weeks for those employed in profes-
sional baseball, 31 weeks for those employed in horse racing, 12 weeks for those
employed In canning, etc. Under such circumstances, the Secretary of Labor
could have no basis for charging that the Ohio law is discriminatory even though
the season for each such operation i distinctly different. If the laws of Ohio
are held by this Committee to be discriminatory because they themselves specify
a 40-week season for Great Lakes vessel operations but delegate to the Admin-
Istrator the function of prescribing the duration of the season for other opera-
tions, this Committee will denigrate not only legislative power In Ohio but
legislative power everywhere. Arizona, for example, by legislation specilles a
43-week season for resorts and dude ranches, Arkansas a 86-week season for food
freezing, cotton and rice warehousing and baseball. In the states of Colorado,
Delaware, Indiana, Iowa, Minnesota, Virginia, West Virginia and Wisconsin,
the season specified by legislation for the canning industry ranges anywhere
from 24 weeks to 40 weeks. Obviously, it is Immaterial whether the duration
of the operation of a seasonal industry Is specified in law or administratively,
so long as the duration specified is seasonable and in accordance with the facts.
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The Lakes' shipping season is susceptible of precise definition and the Ohio
Legislature logically saw fit to define it. It did so, however, only after a careful
search of the records covering the opening and closing dates of Great Lakes
navigation over a period of 50 years. Weather conditions make Great Lakes
navigation wholly impractical during the winter and the average opening and
closing dates indicate that normal navigation usually commences about April 15
and terminates in early December. Thus, the navigation season approximates
240 days or about 35 weeks. In addition, it is necessary that the ships be
fitted out preparatory to sailing in the spring and that work incidental to laying
the vessel up for the winter be performed after the final trip in the fall. In
the aggregate, these tasks ordinarily consume approximately 30 days or about
four weeks. TPhus, Ohio law is consistent in every respect to actual industry
conditions. The facts as to the seasonal character of Great Lakes operations
were fully known to the Ohio Legislature and there was no reason for dele-
gating discretionary authority to an administrative agency to determine the
length of the Groat Lakes navigation season. Normally, state Legislatures. like
the Congress, guard their legislative powers judiciously. This is the first attack
we know of on either a state or Federal law on the grounds that the Legislature
failed to delegate its authority to an administrative agency.

Why is it discriminatory for the Legislature to fix the duration of the Great
Lakes navigation season at 40 weeks and authorize the administrator to fix the
duration of all other seasonal industries for a period of operation of less than
36 weeks, particularly when there is no evidence of any industry in Ohio that
is unable to qualify as a seasonal industry because of the "less than 36 weeks"
maximum limit for seasonable industries? We believe that Ohio law does not
discriminate against seamen because of the defined 40 weeks in the navigation
season.

o1io LAW DOES NOT DISCRIMINATE AGAINST SEAMEN BY PERMITTING OTHER
SEASONAL EMPLOYEES TO COMBINE WAGE CREDITS

The Secretary of Labor baldly asserted that seamen must, under Ohio law,
work more time outside the navigation season to become entitled to ordinary
employment insurance benefits than is true of other seasonal workers. Such is
neither fact nor law In Ohio. The only provision of Ohio law which permits
the combining of seasonal and non-seasonal wage credits is in the case of sea-
men, the only limitation on such combination being that if more than 50% of
the individual's total weeks of employment during his base period consists of
employment as a seaman, his eligibility for benefits is limited to the navigation
season. For several years the Ohio administrator did, by administrative ruling,
permit seasonal and non-seasonal wage credit to be combined so that if an
individual accumulated more than 20 weeks of employment he was allowed ben-
efits outside of the season. It has since been held in Ohio, however, that in
permitting the combination of such wage credits the Ohio administrator ex-
ceeded his authority and, as a matter of law, seasonal and non-seasonal wage
credit cannot be combined in Ohio except in the case of seamen. The admin-
istrative decision allowing the combining of shoreside seasonal and non-seasonal
wage credits was overruled by the Board of Review in the case of In re Claim
of Ned F. Babcock, et al., Appeals Docket No. 349302-M-1-BR. The decision
of the Board of Review is set forth In full at the end of this statement. In
this instance the employer, Northern Ohio Sugar Company, objected to a ruling
of the administrator allowing the payment of benefits outside the season based
upon the combination of seasonal weeks and wages with non-seasonal weeks and
wages. Said the Board of Review:

"The sixth paragraph of the Journal Entry permits a valid application based
on any combination of seasonal and non-seasonal weeks exceeding 20 weeks, com-
puted as an ordinary claim and payable for unemployment outside the season,
the only limitation being that claims outside the season are charged to the non-
seasonal employer and in the season, charged to the seasonal employer. However,
the weekly benefit amount and duration of benefits are increased for any claim
by the addition of the seasonal weeks and wages and, to the extent of this in-
crease in weekly benefit amount and duration of benefits, violate the purpose
of the original determination of seasonal employment.

"By reason of the employer's liability under this sixth paragraph, he Is, with
only minor possible differences, liable as widely as a non-seasonal Omployer mnd
in addition has the burden of paying seasonal claims in the season based on 7
to 17 weeks which the ordinary non-seasonal employer is entirely free of. Any
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construction of the language of the statute which so subverts its purpose can-
not be proper. This statute is clear and unequivocal. It permits seasonal or
non-seasonal claims or one in place of the other. It does not provide for com-
bining of the weeks of qualification and earnings in the two types of claim as
has been done here. Section (C) of 4141.33, Revised Code of Ohio, does permit
such combination in the claims of seamen, but in such combination, all of the
claim is seasonal if more than 50% of the base period weeks are seasonal and
the claimant can then claim only in the season. In addition, this is a specially
legislated section limited only to seamen claims and does not give the Admin-
Istrator authority to apply it to general claims. The sixth paragraph of the
Administrator's Journal Entry is improper and assumes powers not granted
under Section 4141.33(A), Revised Code of Ohio. It furthermore violates this
clear provisions of that section which provides only for seasonal claims in place
of regular claims." (Referee's underlining).

The result of the Board of Review's ruling is that in Ohio only seamen are
now permitted to combine seasonal and non-seasonal wage credits under specific
statutory provision, while shoreside seasonal employees are not permitted such
combination. This gives seamen a distinct advantage over other seasonal shore-
side employees in Ohio and, of course, the alleged discrimination arising out of
the combination of wage credits which the Secretary of Labor asserts violates
Federal law does not, in fact, exist. Obviously, therefore, Section 123 of H.R.
15119 should be eliminated for want of the reasons upon which it is based.

THE SIGNIFICANCE OF SECTION 128 TO OHIO

Ohio, from which the majority of American flag Great Lakes shipping is regu-
larly supervised, managed, directed and controlled, has provided the necessary
unemployment compensation coverage for Great Lakes seamen. It has defined
such employment as seasonal in accordance with the findings of this Committee
that Federal law was not intended to preclude the treating of such employment
as seasonal. The Secretary of Labor, in his testimony before the House Ways
and Means Committee, readily conceded that the employment of seamen on the
Great Lakes is seasonal. As previously indicated, Ohio law does not discriminate
against seamen in the matter of the combination of seasonal and non-seasonal
wage credits. Thus Section 123 as presently constituted is based on mistaken
assumptions of law and should be stricken from the bill. Undoubtedly, enact-
ment of this section will place a serious burden on Ohio should the Secretary
of Labor attempt to establish the alleged discrimination.

It is true that H.R. 15119 provides for appellate review of any decision of the
Secretary of Labor in this regard. We do not believe it equitable to put the
State of Ohio to the burden of seeking costly appellate review when it has already
been amply demonstrated that the basis for authorizing the Secretary of Labor
to disqualify maritime employers from receiving the Federal unemployment tax
credit does not exist,

THE HOUSE WAYS AND MEANS COMMITTEE REFUSED TO FIND OH1IO LAW
DISCRIMINATORY

During the testimony on H.R. 8282, which evenutally led to House passage of
H.R. 15119, considerable testimony was offered concerning the attitude of the
Department of Labor over the years toward the State of Ohio as to whether or
not, with respect to maritime employers, it is complying with Federal law.
During debate of the bill on the floor of the House, the Hon. Wilbur D. Mills,
Chairman of the Ways and Means Committee, stated that his Committee made
no decision whatsoever concerning the alleged discrimination against maritime
employees. What the Committee attempted to do was to supply an enforcement
provision which is now lacking in the law in those cases in which it might be
determined that discrimination existed (Congressonal Record, Wednesday, June
22, 19%6, Line 112, No. 102, page 13286). It has already been demonstrated, how-
ever, that such discrimination does not exist in Ohio law, first, because the objec-
tion to the Ohio Legislature's defining the navigation season is not valid and
secondly, because the Board of Review has ruled that shoreside seasonal and
non-seasonal wage credits cannot be combined under Ohio law. This means that
if Section 123 is enacted, it might be construed as requiring that seamen be
deprived of the advantage of combining seasonal and non-seasonal wage credits
so that they will be treated In the same manner as other seasonal employees in
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Ohio. If Section 123 is so construed, it would be operating unfairly in the case
of seamen and depriving them of existing benefits, which is an added reason for
its elimination.

ADDITIONAL FACTORS PROVE ABSENCE OF DISCRIMINATION UNDER OHIO LAW

Additional factors attest to the absence of discrimination against Great Lakes
seamen. The Federal Government has long recognized the special problems
facing certain seasonal industries in connection with the payment of unemploy.
ment compensation benefits. A bulletin issued by the Social Security Board
in 1938 summarizes some of the reasons for imposing seasonal restrictions on
the payment of unemployment compensation benefits. These are (1) seasonal
unemployment is predictable and certain each year; (2) high wage rates com-
pensate seasonal employees for their periods of unemployment; and (3) bene-
fits paid to seasonal workers during the off season amount to subsidization of
seasonal industries and encourage seasonal operation. This criteria for treat-
ing an industry as seasonal is particularly applicable to Great Lakes vessel
operation.

First, the seasonal nature of employment in the Great Lakes vessel industry
is predictable and certain each year. The fact that Great Lakes vessel operations
are seasonal is well known. This seasonal characteristic cannot be substantially
altered by human desire or business requirements. Vessel operators have long
recognized that if efficient complements of officers and crews are to be available
from year to year, it is necessary that these men be compensated on a basis which
will provide rates during a 40-week navigation period substantially equal to
those which shore industry offers during the calendar year. The records of
employment longevity and the number of men annually seeking work aboard
Great Lakes vessels demonstrates the general effectiveness of this program.

Secondly, the high wage rates paid Great Lakes seamen compensate these
employees for the 12 weeks each year they are unemployed because of the end
of the Great Lakes shipping season. A man employed the full 40-week season
on a Great Lakes vessel works as many as or more. hours in those 40 weeks
than the shoreside employee does in 52 weeks. He earns more in those 40 weeks
than a shoreside employee earns in 52 weeks. To illustrate, the average weekly
wage for Great Lakes seamen (total wages divide d by 52, i.e., including the 12
weeks during the winter when the Great Lakes seaman receives nothing) in
1964 (the last year for which Ohio figures are available) was $188.43. The aver-
age weekly shoreside wage for all covered employment in Ohio was $115.63.
The average weekly wage of $188.43 for Great Lakes seamen is, with one minor
exception, higher than the average weekly wage in any other industry in Ohio.
In no other state do average weekly earnings exceed those of the Great Lakes
vessel industry. Beyond this, however, while employed on Great Lakes vessels
seamen are furnished board and lodging without charge to them. In terms of
total income, particularly for seamen without families, board and lodging repre-
sents a significant addition. By its very nature, vessel employment requires
long periods away from home and consequently it is more attractive to young men
without family attachments. A recent survey covering individuals employci in
unlicensed ratings on Great Lakes vessels indicated that 67.9% of such seamen
were unmarried.

As we previously pointed out, Great Lakes seamen, while working only 40
weeks a year, devote about the same amount of time to their Jobs as do shore-
side employees working 52 weeks. The main difference is that most shoreside
employees are not asked to work Saturdays, Sundays and holidays throughout
the full year, while Great Lakes seamen work all days during the season but
are not required to work at all during the 12-week winter interval. The seaman's
leisure time, therefore, comes to him in one 12-week stretch while the leisure
time of shoreside workers comes two days each week throughout the entire year.
How foolish it would seem were a legislative proposal advanced to pay unem-
ployment benefits for Saturdays, Sundays and holidays to a shoreside worker
with a full-time job. Yet that, in effect, is what is being now proposed for
Great Lakes seamen.

Thirdly, benefits paid to Great Lakes seamen during the off season would
amount to subsidization of a seasonal industry. When the Ohio unemployment
compensation law was originally extended to seamen, many shoreside employers
advocated that the industry be treated as seasonal. These employers contended
that the payment of benefits to Great Laket; seamen during the winter or closed
season of navigation would result in a ira eked disparity between benefits to
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seamen and contributions from their employers. Seamen, it was said, would
constitute a drain on the total unemployment insurance fund and the Great Lakes
vessel industry would, in effect, be subsidized by shore employers.

Our studies indicate that Ohio unemployment compensation taxes if paid into
the reserve fund at the maximum rate of 2.7% heretofore provided by Ohio law
would approximate $498,000 annually. Assuming that 90% of eligible employees
would make application for benefits during the winter or closed season of navi-
gation, our analysis shows that payments from the fund during the 12-week
winter season alone would aggregate approximately $2.9 million, or a ratio
of benefits to contributions of about 5.8 to 1. This computation makes no provi-
sion for benefits paid out during the 40-week navigation season. Based on recent
experience, it can be anticipated that the total benefits payable to Great Lakes
seamen were the seasonal restriction removed from Ohio law would exceed $3.48
million, with the maximum employers' contributions being 1/7 of that amount.
Such a situation would certainly draw heavily on the reserve fund accumulated
from the contributions of all employers and would constitute an outright subsidy
to a group of employees whose average annual wage, with one minor exception,
is already the highest in the state.

The Great Lakes maritime industry wants to pay its own way. It can do so,
however, only if the seasonal provisions of Ohio law relating to Great Lakes
seamen are preserved, and certainly there is every reason for doing so. Great
Lakes seamen are familiar with the seasonal character of the Great Lakes
shipping industry and recognize that such employment is not available during
the winter months. There is absolutely no economic Justification for paying
benefits to seamen during the winter or closed season of navigation inasmuch
as the shipping season is susceptible of precise definition and the compensation
received by Great Lakes seamen for such period is in excess of most shoreside
wages paid In Ohio for a full year of employment.

Finally, if Section 123 Is retained, we earnestly urge that the Judicial review
provisions of the bill be broadened to authorize maritime employers to initiate
review proceedings. The denial of the Federal unemployment tax credit to
maritime employers would not affect the contributions required of such em-
ployers under state law. Thus the state, in effect, would have no monetary stake
in seeking judicial review of a determination by the Secretary of Labor denying
to maritime employers the credit against the Federal unemployment ta:. In
sucl a proceeding the real adverse parties would be the Secretary of Labor and
maritime employers, and the judicial review provisions of the bill should be
amended to reflect this fact. We believe a better solution to be, however, the
elimination of Section 123.

Appeals Docket No. 349302-M-1

STATE OF 01IO BOARD OF REvIEw

BUREAU OF UNEMPLOYMENT COMPENSATION

COLUMBUS, OHIO

In re claim of: NED F. BABCOCK, ET AL, 2611 North Main Street, Findlay, Ohio.
Employer: NORTIIERN 01io SUGAR COMPANY, Box 89, Findlay, Ohio.

(S.S. No. 272-22-8666)

CORRECTED DECISION

By decisions on reconsideration of various dates between February 18, 1905,
and March 30, 1965, the Administrator allowed applications for determinations
of benefit rights on a non-seasonal basis for each of these claimants on the ground
that claimants were following the same type of work for this employer both in
and outside the season provided in the determination of this industry as seasonal.
Ile further assessed charges against this employer based on the combination of
seasonal weeks and wages with non-seasonal weeks and wages and allowed such
apl)li('ations as non-seasonal.

On various dates between February 24, 1965, and April 2, 1965, the employer
filed timely appeals to the Board of Review.

Ileartng on the appeals was had on July 23, 1965, at Findlay, Ohio, after due
notice given to all parties of time, place and date.

Appearances: Six of the claimants appeared in person and all of the claima:mts
were represented by Mr. George Freeman, President, Mocal 293. Northern Ohio
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Sugar Company was represented by L. F. Coon, cashier, and Mr. Robert Dose, of
B. I. Evans & Company.

FINDINGS OF FACT

On April 11, 1N03, in Case Number 214812, In the Common Pleas Court of
Franklin County, Ohio, In an action between Northern Ohio Sugar Company and
Donald B. Leach, Administrator, Bureau of Unemployment Compensation, the
Court found that Northern Ohio Sugar Company is a seasonal employer in the
17 week period beginning the third Sunday in September In each year with respect
to the processing of sugar beets into sugar. The Entry in that case reversed the
decision of the Administrator of July 18, 1962, and allowed the application for
seasonal employment dated September 2, 1960, and left the seasonal period and
other details to be determined by the Administrator in conformity with its
Journal Entry and the Ohio Unemployment Compensation ITiw. This Entry
was approved by Northern Ohio Sugar Company, William B. Saxbe, Attorney-
General and attorneys for Donald B. Leach, Administrator, Bureau of Unem)loy-
nent Compensation.

Thereafter, the Administrator, on August 20, 19k3, issued his Journal Entry,
reciting the action of the Common Pleas Court and affirming the seasonal en-
ployment in this industry with a seasonal period of 17 weeks beginning the third
Sunday in September of each year with respect to the processing of sugar beets
into sugar. He amended this Journal Entry on November 4, 1103, and in the
Amended Entry, in the third paragraph, excluded from the operation of the
seasonal liimtation, "the service of any individual whose nature of employment
may be performed during all or a part of the season and outride the season."
He further, in the fifth paragraph, set up a provision which limited the right
to benefits to such period of 17 weeks in the season In any case where claimant
had more than 50% of his base period earnings in the seasonal period set out.
He set up the qualifications for a seasonal claims to be 7 weeks of work in the base
period with earnings of at least $140.00 and a benefit year of 9 times the weekly
benefit amount plus an additional week for any 2 credit weeks worked beyond 7
weeks in the season. This qualification is in place of the normal requirement for
a non-seasonal claim of 20 weeks of work in the base period and earnings of at
least $400.00.

In paragraph 6 of this Order, he set up permission for a claimant to combine
seasonal and non-seasonal employment aggregating more than 20 weeks; to pro-
vide that such a claimant would be eligible for benefits outside the season. In
such case, charges for benefits paid during the season were charged to the sea-
sonal employer and all other benefits were charged to the non-seasonal employer.
This Order was not appealed.

The evidence at the present hearing establishes that Northern Ohio Sugar
Company operates two plants: one at Fremont, Ohio, and another at Findley,
Ohio. These plants are concerned only with the making of beet sugar in the
season and, outside the season, with the maintenance of the plant and the
warehousing and handling of the sugar products for sale. Sugar beets, follow-
ing their harvest, which date is determined by the growing season in Ohio, must
be processed within a very short time or they will spoil. The testimony in the
instant hearing clearly establishes that the work performed by all of these
claimants during -the season is entirely different from the work performed by
these same claimants for Northern Ohio Sugar Company outside the season.
The normal complement In each of the plants outside the season is from 50 to
60 employees. During the season, each plant employs as many as 200 people.
Most of the claimants outside of the season, which the company calls the
"Campaign," work in general laborer classifications. During the season they
each have a specifically designated job having to do with the reduction of the
beets to juice and the reduction of the juice to sugar. None of the classifica-
tions occupied by any of these claimants during the season could be followed
outside the season as that type of work is not performed outside the season.

In all of these claims, the Administrator has combined seasonal and non-
seasonal weeks and wages and has charged Northern Ohio Sugar Company
as though no seasonal applications had been made, making no separation as to
charges for seasonal work as different from non-seasonal and has used the
seasonal credits where possible to add to the credit weeks of the claimant al-
though, In some cases, the claimant has sufficient non-seasonal credit, weeks to
establish a valid application without use of the seasonal weeks. On none of
these claims, has the Administrator restricted the liability of the employer or
the rights of the claimant by reason of the fact that part of the work was
seasonal.
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REASON

Issue: Validity of application--charges to employer-seasonal employment.
Section 4141.33 (A), Revised Code of Ohio, provides:
"Seasonal employment means employment in an occupation hi an industry

which because of climatic conditions or because of the seasonal nature of such
employment it Is customary to operate only during regularly recurring periods
of less than thirty-six weeks in any consecutive fifty-two weeks. Any employer
who claims to have seasonal employment may file with the administrator of
the bureau of unemployment compensation a written application for classifica-
tion of such employment as seasonal. Whenever in any employment it is custo-
mary to operate because of climatic conditions or because of the seasonal na-
ture of such employment only during regularly recurring periods of less than
thirty-six weeks duration, benefits shall be payable only during the longest
seasonal periods which the best practice of such industry will reasonably per-
mit. The administrator shall ascertain and determine, or redetermine, after
investigation and due notice, such seasonal periods for each such seasonal
employment. Until such determination by the administrator, no employment
shall be deemed seasonal. When the administrator has determined such sea-
sonal periods, he shall also fix the proportionate number of weeks of employment
and earnings required to qualify for benefit rights in place of the weeks of
employment and earnings requirement stipulated in division (R) of section
4141.01 and section 4141.30 of the Revised Code, and the proportionate number
of weeks for which benefits may be paid. The administrator may adopt rules
and regulations for implementation of this section."

The Administrator has allowed these applications as non-seasonal applica-
tions on the ground that the claimants performed work of a nature that could
be performed during all or a part of the season and outside of the season in
this industry. In doing so, he has relied on the third paragraph of his
Amended Order, "Employer's Exhibit #1," in this hearing.

The evidence clearly shows however that the work of each of these claimants
was severable in nature as to its seasonal and non-seasonal employment. The
seasonal work could only be performed in the season and the non-seasonal,
which was performed outside the season, was such as might have been per-
formed both in and out of the season but was available only outside the season
with this employer. Claimants were engaged during the season in the making
of sugar in various jobs which could only be performed during that period
when the crop was available and could not have been performed at any other
time of the year. The season of the industry is determined by the availability
of the beets and by the fact that the product, until it is made into sugar will
spoil and must be made Into sugar in this season.

The testimony will establish that the seasonal work performed by the claim-
ants was not highly skilled; could be taught in a day or two, but the fact that
it was not unique or highly skilled does not remove it from the classification of
seasonal work. It is seasonal not only because of the nature of the work but
because of the time when it must be performed. The work performed by these
claimants outside the season dealt with storage, warehousing and handling
for sale of the product which had become stabilized and this work could be
performed at any time in the year for this or other employers who had the
finished product available.

It is therefore clear that the Administrator has not followed in these de-
terminations the third paragraph of his own Order. The exclusion of these
claimants from the seasonal order on the basis used in the decisions on recon-
sideration was improper.

In addition to this error of the Administrator, it appears that his determina-
tions are Improper on another ground.

The sole, apparent reason for the seasonal statute in the law was to give
protection to a seasonal employer who, because of the limited nature of his
work, could offer regular work only during the season and should be charged
only for unemployment during that period. The effect of the seasonal order
therefore should be to leave the seasonal employer In a protected status and
not as liable as the regular employer under non-seasonal employment classifica-
tions.

The work of this employer is seasonal in 17 weeks in each year; in 35 weeks
he furnishes some non-seasonal work. Like all non-seasonal employers, he is
liable for claims to any individual who works in 20 or more weeks in the non-
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seasonal period of the 35 weeks, and a maximum claim may be perfected
against him on a regular basis by working 32 of the 35 non-seasonal weeks.

He is also liable to any individual on a seasonal claim who works in 7 or
more weeks ia the 17 week period of the season. This is a liability the ordi-
nary non-seasonal employer does not bear.

By the Administrator's Journal Entry, the seasonal employer Is also liable
for an additional type of claim which vitiates entirely any protection he might
gain by the Court's decision that he is a seasonal employer.

The sixth paragraph of the Journal Entry permits a valid application based on
any combination of seasonal and non-seasonal weeks exceeding 20 weeks, com-
puted as an ordinary claim and payable for unemployment outside the season, the
only limitation being that claims outside the season are charged to the non-
seasonal employer and in the season, charged to the seasonal employer. However,
the weekly benefit amount and duration of benefits are increased for any claim by
the addition of the seasonal weeks and wages and, to the extent of this increase
in weekly benefit amount and duration of benefits, violate the purpose of the origi-
nal determination of seasonal employment.

By reason of the employ er's liability under this sixth paragraph, he is, with
only minor possible differences, liable as widely as a non-seasonal employer and
in addition has the burden of paying seasonal claims in the season based on 7 to
17 weeks which the ordinary non-seasonal employer is entirely free of. Any con-
struction of the language of the statute which so subverts its purpose cannot be
proper. This statute is clear and unequivocal. It permits seasonal or non-
seasonal claims or one in place of the other. It does not provide for combining
of the weeks of qualification and earnings in the two types of claim as has been
done here. Section (C) of 4141.33, Revised Code of Ohio, does permit such com-
bination in the claims of seamen, but in such combination, all of the claim is sea-
sonal if more than 50% of the base period weeks are seasonal and the claimant
can then claim only in the season. In addition, this is a specially legislated see-
tion limited only to seamen claims and does not give the Administrator authority
to apply it to general claims. The sixth paragraph of the Administrator's Journal
Entry is improper and assumes powers not granted under Section 4141.33(A),
Revised Code of Ohio. It furthermore violates the clear provisions of that sec-
tion which provides only for seasonal claims in place of regular claims.
(Referee's italic.)

The validity of the Journal Entry in paragraph 6 Is not aided by the fact that
it was not appealed and thus became final. Paragraph 6 of the Journal Entry
assumed powers not granted and such unauthorized action can never become
final. To hold otherwise would be to confirm in the Administrator the power of
legislation.

DECISION

Decisions on reconsideration of various dates between February 18, 1965, and
March 30, 1965, allowing applications on a non-seasonal basis are hereby modified
as follows:

* Ned F. Babcock. seasonal claim basic weekly amount, $42.00; dependency al-
lowance, $6.00; weekly benefit amount, $48.00; duration 9 weeks. Total potential
charge is $576.00, all to Northern Ohio Sugar Company.

John R. Bame, non-seasonal claim; basic weekly amount, $32.00; dependents
allowance, $3.00; weekly benefit amount. $35.00: duration 2n weeks. Potential
charge to Northern Ohio Sugar Company is $832.00. Potential charge to Han-
cock Brick & Tile is $70.00.

* Carl 0. Butler, seasonal claim: basic weekly amount. $42.00: dependents al-
lowance. none; weekly benefit amount, $42.00: duration 9 weeks. Total poten-
tial charge is $504.00. all to Northern Ohio Sugar Company.

* Norman Callaway, seasonal claim; basic weekly amount, $36.00: dependents
allowance, $11.00: weekly benefit amount. $47.00: duration 9 weeks. Total po-
tential charge is $517.00, all to Northern Ouo.1 Sugar Company.

* Dennis J. Dornmn, seasonal claim; basic weekly amount, $42.00; dependents
allowance, none: weekly benefit amount, $42.00: duration 9 weeks. Total poten-
tial charge is $462.00, all to Northern Ohio Sugar Company.

* Alfonso Flores, seasonal claim; basic weekly amount, $42.00: dependents al-
lowance, $11.00; weekly benefit amount, $53.00; duration 9 weeks. Total poten-
tial charge is .%$6(.00, all to Northern Ohio Sugar Company.

Ralph T. Gallegos, non-seasonal claim : basic weekly amount, $33.00; depend-
ent'. allowance, $8.00: weekly benefit amount, $41.00. Total potential charge is
$94..00. all to Northern Ohio Sugar Company.
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Joe Gutierrez, non-seasonal claim; basic weekly amount, $40.00; dependents
allowance, $11.00; weekly benefit amount, $51.00; duration 22 weeks. Total
potential charge is $1122.00 to Northern Ohio Sugar Comnuy. Total potential
charge to Shady Grove Driving Range is $75.00.

* Francisco Hernandez, seasonal claim; basic weekly amount, $12.00; depend-
ents allowance, none; weekly benefit amount, $42.00; duration 9 weeks. Total
potential charge is $462.00, all to Northern Ohio Sugar Company.

* Harold E. Hodapp, seasonal claim; basic weekly amount, $42.00; dependents
allowance, none; weekly benefit amount, $42.00; duration 9 weeks. Total po-
tentlal charge Is $462.00, all to Northern Ohio Sugar Company.

* Floyd McCann, seasonal claim; basic weekly amount, $42.00; dependents
allowance, none; weekly benefit amount, $42.00; duration 9 weeks. Total po-
tential carge is $462.00, all to Northern Ohio Sugar Company.

Albert Miller, non-seasonal claim; basic weekly amount, $35.00; dependents
allowance $6.00; weekly benefit amount, $36.00; duration 2-i weeks. Total po-
tential charge is $864.00, all to Northern Ohio Sugar Company.

Ralph W. Rose, non-seasonal claim; basic weekly amount, $30.00; dependents
allowance, $6.00; weekly benefit amount, $48.00; duration 9 weeks. Total po-
tential charge is $864.00, all to the Northern Ohio Sugar Company.
. Jose Ramos Tellez, seasonal claim; basic weekly amount, $42.00; dependents
allowance, $6.00; weekly benefit amount, $48.00; duration 9 weeks. Total 1)o-
tential charge is $567.00, all to Northern Ohio Sugar Company.

JAMFES P. MELL.OT7, Referee.

Senator TALIMADo. Any questions, Senator Williams?
Senator WILL irs. No questions.
Senator TALMADOE. Thank you very much, Mr. McChesney.
At this point. I will insert'in the record a letter from the United

Steelworkers of America, signed by Frank N. 11offmnann, legislative
director, and the statement of ,Joseph P. Molony, vice president of the
United Steelworkers of America, in which they sul)port this particu-
lar section of the bill.

I will also insert. atthis point the statement of Frank W. King, prmesi-
dent, Ohio AFL-CIO, who wishes to be. associated with the statements
of the Ohio Manufacturers Association and the Lake Carriers'
Association.

(The letter and statements referred to follow:)
UNIT~o 8'rm:.:mWOaKEimS OF A'wRicA,

0ion. R1, SSFLL B. LoNG,
U.S. Senator,
Wash inigton, D.C.

)AR SENATOR: In behalf of the United Steelhvorkers of America, we would
like to express our interest in the present consideration of 11.R. 15119, Unem-
ployment Insurance Amendments of 1966.

We have it special interest in Title 1, Section 123(j) "Denial Of Credits In
Certain Cases", as we represent in collective bargaining 3..0) seamen on the
Great Lakes in the shipping industry. Diue to the Ohio State ('ompensation
Law, a large number of our members living and sailing out of Ohio are In-
eligible to draw unemployment compensation. This section would remedy that
injustice. We respectfully request your support to hold this section its it now
appears In the 11111.

We also believe the Bill would be meaningless without a provision for federal
standard.

We respectfully request your support in behalf of our membership.
With kindest personal regards, I beg to remain

Sincerely,
FRANK N. IIOFFMAN N,

Lcislativc Director.
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STATEMENT OF JOSEPH P. MNOLONY, VICE PRESIDENT, UNITED STEELWORKERS OF
AMERICA

(Note: Exhibits mentioned in this prepared statement are in the commiiiittee
files.)

Mr. Chairman, we appreciate this opportunity to file a statement with this
distinguished Committee and thank you for the opportunity accorded us. We
do not propose to concentrate on the details of the bill, as previous witnesses
appearing before you have covered the important points. We support the post-
tion am outlined by tile AFL-CIO and the Industrial Union department , AFIj-
CIO, who testified before this Conmittee. Our testimony will be limited to the
section pertaining to maritime employees, Title I, Section 123(j) of the bill.

SUtMAIAY OF COMMENTS

Ite.!' 1. Discrimination against Great Lakes Seamen by the Ohio Unemploy-
mnQIt Compensat ion Law.

Itemn 2. Certain seasonal workers not subject to discrimination.
Item 3. Ship-owners' base operations in Ohio to elude high payroll taxes.
Item 4. Seamen prefer to work In winter months if Jobs are available.
Item 5. Seamen's wages Irrelevant to the Issue.
Item 6. A change III the law would not unfairly subsidize sealen not residing

in the State of Ohio.
Item 7. Resolution to Maritime Tmdes Department AFL-CIO.

SUMMARY OF RECOMMENDATIONS

Item 1. 11.11. 15119 should be passed in its entirely with Federal Standards-
Elimnate harsh and restrictive disqualifying provisions of State laws--Permit
benefits to be paid for a sufficient period of time.

Item 2. Failiig lmssage as recommended in Itei 1, a measure should be
formulated and passed nullifying discrimination against seamen in State un-
employment comensat io acts.

ITEM 1

Employment on vessels plying tie Great Lakes is considered "senaonal." This
is because the Lakes freeze in December and are not navigable until tile end of
March. Most, but not all, ships are laid-up (immobilized) and crews are sent
home. The Ohio Unemployment Compensation Law states that these crews are
ineligible for unemployment compensation during this lay-oft unless it falls
within a forty week period beginning with the fourth Sunday of March, Ohio
Revised Code § 414t.33(B). Ohio is the only State on tihe Lakes which has such a
provision. The Ohio legislature has refused to act on this inequity. ills such as
Exhibit A have been introduced at every General Assembly since the year 1946.
What is really alarming is the fact that the State of Ohio will not take tile action
to extend the coverage to Great Lakes Seamen which the provisions of the Fed-
eral Statutes permit. (See Exhibit B, letter fromn Honorable James O'Connell,
Acting Secretary of Labor, to Alvin E. O'Konski, MA.C., oil Oetober 3, 1958). Mr.
O'Konski's concern is expressed in his letter to the Honorable James P. Mitchell,
Secretary of Labor, dated February 6, 1959 (see Exhibit C). Various other of
our nation's lawmakers were equally concerned ; among these were the late John
F. Kennedy (Exhibit D), Vice-President Hubert 1. Hul)hrey (Exhibit E),
Senator Philip A. Hart (Exhibit F), Senator Stephen M. Young (Exhibit G),
and Senator Eugene J. McCarthy (Exhibit II) who was one of tbe sponsors of
S. 1133 on February 28, 196(1 (Exhibit I).

ITEM 2

Various categories of seasonal workers directly connected with the Great Lakes
shipping industry may qualify "or unemployment benefits on a year-round basis
under the Ohio law. The exclusion applicable to seamen is not applicable to them.
These "seasonal" workers are the men who crew the tugs and are laid-off when
the large freighters are laid up for the winter. This is equally true of the dock
workers. Shipyard workers on the Great Lakes are also "seasonal" under normal
conditions. For them the lay-off usually occurs during the summer months.
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ITEM 3

Under the merit rating system in Ohio, Great Lakes ship owners enjoy the low-
est payroll tax because their accounts are not charged for unemployment compen-
sation during the first twelve weeks of each year. A typical example would be a
payroll tax of .38 of one percent when the full rate was three percent and the
average for all employees in the State was .72 percent. The attraction provided
by Ohio's payroll tax advantage leads ship owners to resort to a subterfuge to
attain It. An example Is provided by the case of the Reiss Steamship Company.
Its bona fide base of operations is in Sheboygan, Wisconsin. However, this
Company rents a small office in Cleveland, Ohio, and adopts Ohio as its base.
This action enables the Company to treat its seamen as under the Ohio rather
than the Wisconsin law and enables Reiss to realize a tax advantage. This
creates a problem for the lawmakers of the other states bordering the Great
Lakes. These states do not treat seamen as seasonal employees. Such states
must either deprive the shipping company employers in their states of a tax ad-
vantage at the risk of loriing some of such companies' local facilities or deny the
employees of those companies benefits other employees In the state enjoy even
though no less "seasonal" In their employment.

ITEM 4

Basic steel companies who operate their own ships usually offer their seamen
some sort of maintenance work during the winter months. These Jobs are read-
ily accepted. Employees of independent ship operators have a more difficult time
getting a job because a prospective employer will not hire a man he knows is
going to quit and go back on the Lakes in the spring. It may be argued that If
a law was enacted which allowed Great Lakes seamen to be eligible for un-
employment compensation on a year-round basis, that these men would not be
interested In obtaining employment during the winter months. This is not true
for at least two reasons:

(1) A man who is not able. available, and actively seeking suitable work is
disqualified.

(2) Benefits are less than most jobs pay-a condition compounded by Ohio
Revised Code § 4141.30(E). Under that section claimants who file while outside
the state (many lake's seamen are non-resident) receive the average weekly
benefit being paid at the beginning of the claimant's benefit year in the state or
jurisdiction where the claim is filed or the actual amont due in Ohio, whichever
is less. Thus, a seaman with a wife and two children whose residence is in
another state might have a reduction In weekly benefits in excess of Twenty
Dollars ($20.00) per week.

ITEM 5

It has been said that seamen earn enough in a nine-month working period to
compensate them for a full year. Such an argument bases the eligibility for
unemployment compensation on a "means test." Such a test is discredited
and is at cross-purposrs with the economic objective of legislation designed to
undergrad purchasing I, -wer during a period of low employment. But in the
event that such an argument did carry some weight before the Committee It can
be pointed out that the Great Lakes sailor is not overpaid. The present wage
for certified ratings such as wheelinen and oilers is $2.22 per hour. The entry
rating such as deck hands, coal passers, and porters receive $1.791/ per hour.
These rates are not markedly superior to shoreside rates and are not available
in most cases for a full twelve months.

ITEM 6

It has been said that a seaman residing outside the State of Ohio would be
subsidized by the State of Ohio if lie qualified for unemployment compensation
for a twelve-month period. Equalization is not necessarily subsidy and cer-
tainly is not unfair. For example. a company based In' the State of New York
must pay twelve-month unemployment compensation to any of its seamen re-
siding in Ohio. While on the subject of subsidies, it might be well to point out
that there is now pending before a subcommittee of the Senate Committee on
Commerce, S.11. 1858, which would provide for subsidies to Great Lakes ship
owners for the purpose of modernizing their fle.s. Local 5000 of the United
Steelworkers approves of this measure. However, It believes that unemployment
compensation laws for Great Lakes seamen should also be modernized, whether
It is called a subsidy or not.
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ITEM I

A resolution presented to the delegates of the Maritime Trades Department,
AFL-CIO, on August 16, 1960, briefly summarizes the position of Great Lakes
maritime unions in the matter of the exemption of seamen in Ohio under the
Unemployment Compensation Act. That resolution is set out completely in
Exhibit J and is not repeated here.

STATEMENT BY FRANK W. KING, PRESIDENT, Oiiio AFL-CIO

SUMMARY

The Ohio AFL-CIO strongly urges committee approval of S. 1991. We feel
that the legislation would improve and strengthen our Ohio unemployment
insurance system by:

Extending coverage for an additional quarter of a million workers in the
state.

Correcting an inequitable provision in the Ohio law which grants Great
Lakes seamen only partial coverage.

Increasing the benefit levels in the state.
Undoing regressive provisions placed in the Ohio law in 1963 and lessening

the chances of a high rate of benefit exhaustion.
Ending existing harsh disqualification provisions in the Ohio law.
Encouraging the mobility of Ohio's work force.
Establishing a realistic taxable wage base in the state.

As president of the Ohio AFIL-CIO, representing one million union members,
I respectfully ask this committee's favorable consideration of S. 1991. It is the
position of our organization that such legislation is badly needed to correct in-
equities and failures in the Ohio unemployment insurance system.

Almost a year ago, Robert D. Bollard, secretary-treasury of our organization,
testified before the House Ways and Means Committee In favor of H.R. 8282.
However, as you know, that legislation was drastically altered from its original
form. The legislation before this committee--S. 1991-is the same bill we sought
at that time.

We feel that there are seven areas in which S. 1991 would strengthen and im-
prove the Ohio system:

ONE--It would extend coverage for an additional quarter of a million workers
in Ohio, thus giving them additional protection against economic fluctuations
and bolster the state's economy against the effects of recession.

TWO-It would correct a long-standing inequity in Ohio law, under which
Great Lakes seamen are granted only partial coverage.

THREE--It would significantly increase the benefit levels in Ohio, bringing
payments to the unemployed more nearly into line with real need.

FOUR-It would, by requiring a uniform 26 weeks of benefit duration under
state law and granting an additional 20 weeks of long-term adjustment benefits,
undo regressive provisions put into the Ohio law In 1963 and head off what could
be a staggering rate of benefit exhaustions In our state.

FIVF--It would foreclose on Ohio's harsh disqualification provisions anid pre-
vent the re-enactment of the old wage-cancellation threat.

SIX-It would encourage mobility of the work force, so far as Ohio is con-
cerned, by outlawing the penalty the state law now assesses against those who
seek work in other states.

SEVEN-It would, by Increasing the taxable wage base to $6,600, terminate
the hidden tax cut in Ohio which threatens the trust fund.

CovERAGE

One of the general objectives of unemployment insurance with respect to an
individual is reducing the social and economic insecurity caused by his unem-
ployment. These are risks even more real and tangible to the worker who is un-
employed and not covered by the law than they are to those fortunate enough
to be covered. There is no justifiable reason, administrative or otherwise, why
25 per cent of the workers in this country should presently be denied this
protection.

Under the existing Ohio unemployment law, only about 2,528,000 workers are
covered, out of a total work force of 3,358,000. This means that approximately
830,000 workers in Ohio are not eligible for unemployment insurance. Of the
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830,000 not overed, 348,000 are in state and local government employ and some
482,000 are inl private employ. S. 1901 would provide coverage for about 266,000
of the presently uncovered workers in the private sector of employment. Al-
most half of these, approximately 129,000, are presently employed by non-profit
corporations.

On the subject of coverage' of non-profit corporations, something worthy of
note occurred recently in Ohio. The State of Ohio had a printing Job of over
$600,000 which was put up for bidding. The low bidder was a printing plant
owned by a nonprofit religious organization. The plant-Otterbein Press-was
low bidder by $70,000. And the amount by which it underbid the other firms
submitting bids wits about equal to the amount it would have had to pay into
the unemployment fund every year. The state funds which were to be used to
cover the cost of the printing were unemployment insurance monies. For-
tunately, the state was able to negate the Otterbein Press bid and the contract
was awarded to another firm.

GREAT LAKES SEAMEN

A section of S. 1 J1 would help to close a glaring gap in the present coverage
of the Ohio unemployment law. At present, Ohio gives only partial coverage to
its Great Lakes seamen; in fact, it is the only state on the Great Lakes which
denies full coverage to seamen. When he was Secretary of Labor in 1901, Arthur
Goldberg in a report to the President on the McCarthy-King bill made the fol-
lowing comment on a section in that bill:

"Equal treatment of Great Lakes Seamen.-Section 205 of the bill provides
that if the Secretary of Labor has made a finding that a state law does not meet
the requirements of section 8305(f) with respect to the coverage of maritime
workers, the Federal unemployment tax liability of maritime employers is to be
determined without any tax credit being allowed for any amount such employer
paid under the law of such state. This section is intended to correct a long-
standing state violation of a federal requirement.

"Section 8305(f) of the Federal Unemployment Tax Act, enacted in 1946,
gives states permission to require contributions from maritime employers sub-
ject to several conditions. In granting this permission, however, Congress did
not provide any sanction to ensure enforcement of these conditions.

"One of the conditions of section 8305(f) is that tna-ritlte workers must be
treated, for the purpose of wage credits, like shoreside workers. ilowevew, while
the 1946 amendments allowed time for states to adjust their laws to this and
other conditions, the Ohio law, unlike that of any other state, lid not then and
still does, not provide Great Lakes seamen with treatment comparable to shore-
side employees. Under the Ohio law, shoreside employment may be declared
seasonal only if the period of operation is less than 30 weeks in a year. While
there are restrictions on the benefit rights of a shoreside seasonal worker, such
a worker may combine seasonal and nonseasonal wage credits for benefit pur-
poses. By contrast, Great Lakes employment is declared seasonal in the statute,
with a 40-week period beginning with the fourth Sunday in March, and wage
credits earned in Great Lakes shipping may not be combined with any other
wage credits."

(It might be well to interrupt Mr. Goldberg's statement at this point to ex-
plain something about the Ohio law. Wage credits from other covered employ-
ers may be combined with seasonal credits, but if over 50 per cent of a claimant's
credits are ix seasonal employment, he is not eligible for compensation during
the off-seasoxt. This should be contrasted with Ohio's two administrative sea-
sonal orders for shoreside employment-baseball and race tracks. If a claimant
from the baseball industry has any employment outside the baseball industry in
his base perliod-even one week-none of his base period employment is consid-
ered to be seasonal. In the racing industry a claimant must have more than
two thirds of his base period credits in that industry before he is considered to
be a seasonal employe.)

To return to the Goldberg statement:
"This discrimination against Orcat Lakes seamen by Ohio is particularly sig-

nificant beaose most Great Lakes shipping ig covered under the Ohio law, r-
yardless of the residence of workers. Even if -the vessels travel mainly between
ports in other states, they are subject to the Ohio law if the offices controlling
their operations are located in Ohio. The restrictions on benefit rights are there-
fore felt by residents of all the states Which have Great Lakes ports." (Em-
phasis ours)
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The Ohio AFL-CIO has tried for years to get equal treatment for Ohio seamen.
In fact, our latest unsuccessful attempt was last year and the arguments against
giving seamen full coverage are still ringing in our ears.

The Great Lakes Carriers Association contends that Great Lakes seamen should
not be covered because they put in a full year's work and receive a full year's
wages during the 40-week season. To prove this point, the employers use statis-
tics from the Bureau of Unemployment Compensation which currently show the
average weekly wage of a Great Lakes seaman to be about $188 per week. How-
ever, this figure does not give a true picture of the wages actually paid to an
ordinary Great Lakes seaman.

In calculating the average wage of the seamen, one should first differentiate
between a licensed officer and an unlicensed seaman. The statistics of the Bu-
reau of Unemployment Compensation, unfortunately, do not do -this. A licensed
officer is the equivalent of a manager or supervisor in other industries. Captains,
for example, are often paid in excess of $20,000 per year. And this is the reason
the Bureau's statistics show such an unusually high average weekly wage for the
lake carriers industry.

When you look only at tihe wages of the unlicensed seamen, the picture is not
quite so rosy. Unlicensed seamen are hourly-rated employes, earning from $1.78
to $2.21 per hour. On the average, they earn about $2 per hour.

According to a letter from tile Great Lakes Carriers Association to Mr. William
Paper, director of research and statistics of the Bureau of Unemployment Com-
pensation, the 40-week season is broken down as follows: 36 weeks sailing time at
eight hours per day, seven days a week, or 50 hours per week with time a3id a
half for all hours over 40, and four weeks for laying up and fitting out a ship at
48 hours per week. Computed below on ,this basis is tile average weekly wage of
an unlicensed seaman :
Sailing time: 36 weeks (56 hours per week) ----------------------- $4, 608
Laying up and fitting out: 4 weeks (48 hours per week)_ -------------- 416

Total ------------------------------------------------ 5,024
Bonus for completing season (10 percent) -------------------------- 502

Total annual wage----------------------------------------- 5,526
Average weekly wage ------------------------------------------ 106

The above reflects all annual income under optimum conditions of a full 40-
week season. Generally, a working season is less than 40 weeks and may, during
certain periods, be as small as six months in which ease tile annual earnings of a
seaian are drastically reduced. Since less than half a crew is needed to lay up
or fit out a veysel, a 36-week season is the best the majority of a crew can expect
to work. For a 36-week season then, the average weekly pay would be $97.46;
for 3'2 weeks, $86.56 and for 26 weeks, $66.19.

At the present in Ohio, workers in construction and manufacturing are earn-
ing approximately $128 per week--over $20 more per week than seamen. The
jobs of seamen certainly require skills which would place them in these categories.
Yet the Great Lakes seamen, -allowing for overtime, still average less per week.

1ven when compared with the average weekly covered wage In Ohio, for afl
industries-1$115 per week-the wages of Great Lakes seamen do not measure up.
To say the least, tile employers' argument that seamen are high wage earliers
is deceiving.

BENEFITS

One of the most hotlyrdebated Issues on unemployment insurance in state legis-
latures is tie level of the weekly benefit amount. Labor has felt that tills is all
insurance program designed to help an unemployed worker during periods of un-
employment. As an insurance program, it should afford adequate coverage for
losses suffered. Other groups have not taken this attitude toward unemployment
insurance. They feel that tie weekly benefit amount should be based on a mini
mum level of subsistence. Their theory-starve workers to go back to work.
The fact that there might not be any jobs has no effect on this particular theolT.

To date, the "starve them back" philosophy has prevailed in Ohio, When
Ohio's law was originally enacted -the average benefit cheek was approximately 54
per cent of the state's average weekly wage. The present average benefit check
in Ohio is equal to about 35 per cent of the state's average weekly wage.

How nearly adequate Is the state's present benefit level? In 1959, the Ohio
Department of Public Welfare promulgated a budget for poor relief recipients, a
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bare subsistence budget which provided money mostly for food and shelter. For
a family of four with two children aged 6 to 12, the budget allowed about $230
per month. Adjusted for subsequent cost of living increases this would be about
$250 per month in 1965 dollars. In Ohio today, the average unemployed worker
with two children gets about $220 per month, or about $30 less than is called
for in the welfare department's poverty budget.

Another yardstick for adequacy of benefits is the U.S. Department of Labor's
city worker's family budget for a family of four in the city of Cincinnati. This
budget, adjusted for subsequent increases In the cost of living, calls for about $67
per week for food and shelter alone. But this is about $15 more per week than
the average unemployed worker with two children is receiving in a week. And
this does not take into account money needed for clothing, personal services,
medical care, school expenses, insurance and the like.

Unemployment costs money. The employer has to pay his unemployment
insurance tax, but the Individual worker pays even more. He makes up the
deficit caused by low weekly benefits out of his meager savings, cashed-in life
insurance policies, loans from relatives and, In general, by a drastic lowering
of his standard of living. The price he pays for unemployment is his dignity
and the economic stability of his family. This is too great a price. Tbe workers
of this country undergird our economic system with their sweat, and reap the
smaller part of the rewards. When the system fails, they are asked to suffer
the most for the failure.

Some will say that the unemployment funds in several states are too low and
that this is no time to increase benefits. The,-e same groups never wanted to
increase benefits when the funds were at their highest. If the finaneiug of a
fund is in error, it should be corrected. By the same token, if our unemployment
benefits are inadequate, they should be raised. However. no state should use
low funds as a reason for not making an unemployment system an adequate one.This is not a poor country. Personal and corporate incomes are at an all-time
high as the result of our economic system. This same economic system produces
casualties--the unemployed. There Is no reason In humanity or economics that
dictates that unemployed workers should take such a slash in their living
standards as they are presently forced to do.

When the unemployment program was instituted during the depression years,
employers paid a rate of 2.7 per cent on total payroll. Our present effective rate
on total payroll is only 1.2 per cent, or less than half of what it was in the late
thirties. We can well afford to pay In the sixties for an adequate program of
unemployment Insurance.

The benefit standards as contained in 5. 1991 would create a benefit floor of
half of each unemployed worker's wage loss. This is minimum protection for
the unemployed, and is long overdue.

DURATION

Under present Ohio law, a claimant may receive 20 to 26 weeks of beneflt4,
depending on the number of weeks worked in his base period. The changes in
benefit duration proposed in S. 1991 would require a uniform 26 weeks of (om-
pensation for all claimants under the state law and also grant an additional 26
weeks of long-term adjustment benefits for those who use up all their state
rights. Both of these changes would be highly beneficial to Ohio workers.

During the last five years, one out of every four Ohio workers who haQ received
unemployment benefits has exhausted all of his state benefits. In the case of
Negro workers and workers over 45, the exhaustion rate has been even higher.

The problem of duration of compensation has been a thorn in the side of the
Ohio Legislature for the last seven years, and it bas been a problem which the
Legislature has refused to face. In fact, in the 1963 session of the Legislature,
the problem was accentuated by highly regressive legislation.

In 1958, when 147,732 workers exhausted their benefits, a special se,.:ion of the
Ohio General Assembly was called and a temporary extension of 13 weeks of
benefits was granted. The General Assembly in 1959 also granted an extension
of benefits. In November of 1960 another special session was called because the
state was faced with an exhaustion problem that was proportionately greater
than during 1958. The Legislature took no action.

In 1961, the General Assembly again took up the question of duration and the
solution proposed by the majority party was a "triggered" extension wrapped
in a, mixture of disqualifications. Labor opposed the proposal because of its
inadequacy and its demand for the proverbial pound of flesh. The Governor
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vetoed the legislation and as the Legislature started to debate the proposition
anew, Congress passed a temporary federal extension.

The problem of duration was again faced by the Ohio General Assembly in the
1963 session and the resulting legislation was disastrous. Instead of increasing
duration as had been done in some other states, the Ohio Legislature actually
decreased the duration. Prior to 1963, more than 99 per cent of all claimants
were eligible to receive 26 weeks of compensation. However, under the so-called
"variable maximum" system instituted in 1963, only 75 per cent were eligible
for 26 weeks of benefits. According to the estimates of the Ohio Bureau of
Unemployment Compensation this one change in our law will, in an average year
of unemployment, reduce compensation by 150,000 weeks, or close to $6 million
a year. Fortunately, we have had record years of low unemployment since 1963,
but should we experience another recession such as we had in 1958 or 1960,
the resulting exhaustion rate in Ohio will be staggering.

DISQUALINIOATIONS

How long should a claimant be disqualified from receiving unemployment
benefits? Presently, in Ohio, a claimant may be disqualified for the "duration
of his unemployment" plus six weeks. Technically, this means that a claimant
is disqualified until he is re-employed and works six weeks and earns at least
six times his weekly benefit amount. Last year the average claimant drawing
benefits went about 13 weeks before he became re-employed. In all probability,
then, the average disqualified claimant was penalized for a period of over 19
weeks. This is a much harsher provision than Ohio's original law, under which
disqualification extended the claimant's waiting period for three weeks and
shortened his benefit period by a like amount. And yet it is not so harsh as
the old wage cancellation provision, which Ohio had until 1959, and which some
employer groups repeatedly attempt to rewrite into Ohio law.

Under the old wage cancellation penalty, a worker would have all of his wage
credits cancelled in regard to his most recent employer. If he had been a steady
worker--one who had worked for the same employer throughout his base period-
he had his entire base period wages cancelled and was unable to get unemploy-
ment compensation until he found a new job in covered employment and e8tab-
lighed a new base period; that is, until he worked at least 20 weeks on the new
job and earned at least $240.

To demonstrate how perversely this ill-conceived plan operated: Assume the
case of a worker who quit his job for better employment. Assume further it
was a steady worker who had been In the employ of the same employer through-
out his base period-the normal history of the average worker. The steady
worker who quit his Job without just cause, or was discharged for Just cause
in connection with his work, had all his base period wage credits cancelled. That
is, he had to find work in covered employment and be employed at least 20 weeks
and earn at least $240 before he was again eligible for benefits.

On the other band, there was the worker who was a job-jumper. What hap-
pened to him under the wage cancellation provision? Suppose the job-jumper
had four employers in his base period. Only the wage credits pertaining to the
last employer he quit were cancelled. Therefore, if there were still 20 weeks
and $240 in earnings remaining in his base period, this worker, to become eligible
for benefits, had only to find a job In covered employment and earn wages
equivalent to his weekly benefit amouut.

Under this grotesque approach, the steady worker was punished with the
greatest severity while the less-deserving worker was handled in a much more
gentle fashion. This treatment of the steady worker was espoused in the past
and continues to be advocated by employers who claim they are always ready to
protect the steady worker.

The end result of wage cancellation was no accident-these employers were
not interested in weeding out chislers or floaters, w~ho are relatively few in
number. The employers who supported and still support wage cancellation are
aiming at the much larger group of steady workers--not on a basis of Justice,
but to save money, no matter who is hurt in the process.

Obviously, the worker who quits or is discharged for good cause can be said
to be initially unemployed through his own act. Therefore, it may be well to
make him wait an additional period of time for his compensation. But when
that same worker subsequently cannot find employment elsewhere, though he
searches diligently, it cannot be said that his continued unemployment Is a
matter of his own doing. His continued unemployment is the result of economic
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dislocations over which he has no control. He should not be punished for his
continued unemployment even though his original unemployment was the result
of sonic act on his own part. S. 1991 recognizes this fact by placing a reason-
able limitation of six weeks of penalties on most disqualifications.

INTERSTATE CLAIMS

In 1963 an invidious device was Introduced into the Ohio unemployment law.
The General Assembly assessed a special penalty against Ohio workers who go
into other states to look for work. An unemployed worker who files a claim
in another state with an average weekly benefit amount less than Ohio's is
eligible to receive only the lesser amount. For example, an unemployed Ohio
worker with two children is eligible to receive a maximum of $53 per week. If
he looks for work In Indiana, and files a claim, he is eligible to receive the average
weekly benefit paid in Indiana, $32. This means a reduction of $21 a week and
certainly does not inspire a worker to go out of the state of Ohio to seek work.

At present, Ohio and two other states have this kind of penalty In their un-
employment laws. A spread of similar penalties throughout all the state laws
would have a disastrous effect on labor mobility at the very time the government
is making efforts to encourage workers to relocate. Establishment of an inter-
state system of unemployment compensation has helped encourage labor mobility.
The section In S. 1991 which would prevent such discriminatory acts by states Is
a most desirable standard If we are to keep a strong interstate system of unen-
ployment insurance.

FINANCING

Financing is another weak spot in the present Ohio unemployment Insurance
law. A combination of under financing and high benefit cost during the 10-year
period 1954--3 almost sent the Ohio trust fund into bankruptcy. At one point
our trust fund contained under $90 million, or about enough money to cover the
payout for three months during a recession period.

In 1953, employer groups were able to have passed by the General Assembly
legislation to "adjust" their rates. From that adjustment and until last year
the Ohio tax rate has not in any year produced enough contributions to cover
the annual benefit costs to the fund. These so-called adjustments, plus high
payouts in 1957-58 and 190--61, reduced the Ohio fund from an all-time high
in 1953 of $686 million to $123 million in 1962.

The Legislature in 1963 took action to restore the fund to solvency. The re-
sulting legislation was an Increase in contribution rates for employers and a
hodgepodge of amendments designed to reduce benefit costs by about 10 per cent.
The combination of this legislation and an unusually low unemployment rate
for the state allowed Ohio to end 1964 with a trust fund of over $232 million.
This is still a dangerously low level when it Is compared with the $455 million
benefit cost for the 190-61 recession period.

However, it is doubtful if the Ohio fund will even reach a solvent level. The
1963 legislation mentioned earlier set the maximum fund level at only one and
a quarter times the highest 12-month payout, or approximately $377 million. Eli
Artenberg, an actuary with the U.S. Department of Labor, recommended to the
Ohio House Industry and Labor Committee a minimum fund level of $455 million,
or one and a half times the highest 12-month payout. He suggested a maximum
fund level of twice this amount.

Under present Ohio law, when the fund level reaches $377 million, employer
tax rates will automatically be reduced. With a maximum fund level this low,
the Ohio fund is destined for a state of perpetual near-bankruptcy. A fund
established at such a low level will support only a minimum unemployment Insur-
alnce program. And this is the type of unemployment program Ohio can expect
in the future unless federal standards such as S. 1991 are enacted into law.

One of the weakest points of Ohio's unemployment financing structure is the
continued retention of a $3,000 taxable base, which constitutes only about 51
percent of the state's total wage.

The present low tax base has caused serious defects In our financing system.
It produces serious discrepancies between the actual effective rates of different
employers, even though they are nominally paying the same rate of tax.

For example, an employer whose wages amount to only $3,000 per year per
employee may be paying the maximum present rate of 3_2 per cent and this would
be an effective rate of 3.2 per cent of his total payroll. An employer whose wages
average $6,000 per employe may also be paying the maximum rate of 3.2 per cent,
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but since he pays it on only the first $3,000 of each employe's wage, his effective
rate Is only 1.6 per cent of his total payroll. Thus, we have large group of em-
ployers who have received by reason of the low tax base a hidden tax cut, and
this in large part, is the cause of the difficulty with respect to the trust fund.

The difficulty Is even greater because unemployment seems to be worse among
the high-wage employers-the construction industry and manufacturers, those
who are making tangible things fGr sale. Unemployment seems to be less severe
in the service Industries, retail and wholesale trade, finance, Insurance, grain
elevators, real estate and the like. Thus we find that the "red balance" employers
(those whose employes have drawn more in benefits that has been paid by their
employer Into the fund) are concentrated among the high wage Industries. These
are the very ones who have received the hidden tax cut from the low wage base,
and the ones who are not paying their way.

Ohio's preset $3,000 limitation has resulted in a static wage base for taxing
purposes. Ohio's taxable wage reached an all-time high of $7.5 billion in 1957.
The taxable base for 1964 was $7.4 billion. While the tax base has remained static.
benefits costs have continued to increase. So long as the taxable wage base re-
mains at one level, Increased contributions to the fund can come only through
increased tax rates, which require legislative action. Past history shows such
state action in this area comes only after a crisis period is reached. An increase
to a $6,600 taxable wage as contained in S. 1991 would improve this situation by
introducing a more realistic and flexible tax base to the state financing structure.

I would like to comment briefly on that part of S. 1991 which would provide
matching grants for excess benefit costs over two per cent of the total wage. The
fact that recessions have their greatest impact on industrial states is well known.
Usually we are the first ones to slide into a recession and the last to pull out of
it. The United States is made up of a number of interdependent regional econo-
mies and excessive unemployment during a recession can be attributed only to
national economic factors beyond the control of any single state.

The stress of the last two recessions left our unemployment fund nearly bank-
rupt, and it seems unfair that Ohio and other similar industrial states should
bear these unusual recession costs alone. Ohio and other industrial states are
big contributors to federal taxes and usually receive less back in federal taxes
than they pay. We acknowledge, although not always graciously, that "govern-
ment taxes where the money Is, and spends it where the need is." But in this
particular instance we feel federal matching grants for excess benefit costs are
needed to help recoup the deficits caused by excessive benefit costs of national
origin.

CLOSING

Time Is proving that unemployment insurance is of utmost importance as a
means of checking the downward slide into a recession.

Not the least significant is the automatic nature of Its operation as a floor
under purchasing power. As the nation moves into unemployment, government
officials and legislators are uncertain as to how- far the recession may go and
whether action is necessary or whether the situation may be self-correcting. If
they suspect that the situation requires action, there follows a prolonged debate
as to what should be done. If, at length, measures are adopted, there is bound
to be a substantial delay in their effect on the economy.

The superiority of unemployment compensation is that payments begin im-
mediately without policy decisions on the part of anyone, and are in proportion
to the extent of unemployment. While the legislators are debating, the benefit
dollars go to work to undergird purchasing power.

In a declining economy, there I's a snowballing effect. When wages are paid,
these dollars turn over. They are spent for food, rent, clothing and other neces-
sities. Those who receive them spend them again. It is likely that each wage
dollar turnzi over at least three times on the average before it is taken out of cir.
culation. TPhus every $100 loss in wages has a $300 effect on the total economy.
It is, therefore, obvious that unemployment insurance, to the extent that it pre-
vents decline in purchasing power, is of real help slowing the downward spiral of
a recession...

The power of unemployment insurance payments to check a recession under
present state systems is limited by low level of benefits, too narrow coverage, too
many disqualifications and too short duration. The "Monthly :Business Review"
of the Federal Reserve Bank of Cleveland for December, 1961, In an article en-
titled "Unemployment Insurance as an Economic Stabilizer" points out the fol-
lowing limitations in the state unemployment system:
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"Ixi Its capacity as a social stabilizer, unemployment insurance has several
limitations. First of all, benefits are limited to those covered by unemployment
insurance programs--currently about 80 per cent of those in civilian wage and
salary employment. Second, unemployment insurance is intended to provide
only relatively short-term help--the maximum duration of benefits is 26 weeks in
most states. Also, in most states, the maximum benefit levels represent less than
half of the earnings they are intended to replace, and, for many claimants, bene-
fits are in practice often less than the maximum because these claimants cannot
fulfill the requirements which state laws Impose as to earnings and the length
of time spent In covered employment."

The federal standards as proposed in S. 1991 would correct the limitations set
forth in the article quoted. It Is the feeling of Labor In Ohio that these changes
are needed now. Passage of S. 1991 will mean equity for the unemployed work-
ers of America, stronger state unemployment systems and greater economic
stability for the country nationally.

Senator TALMADOE. Senator Javits has just arrived and I presume
he desires to make a statement of some kind. Senators are extremely
busy, and I would like to defer hearing from the next witness until
we hear from Senator Javits, if you will.

STATEMENT OP HON. JACOBS "AVITS, A U.S. SENATOR FROX THE
STATE OF NEW YORK

Senator JAVTS. If Miss Tetrault will forgive me-
Senator TALmAwE. We are delighted to have the distinguished

senior Senator from New York.
Senator JAVITS. I express my gratitude to my friend, the occupant

of the chair. I am here primarily to introduce Miss Tetrault and
Mr. Golodner in their testimony and to make a short statement on
their behalf.

A actors' Equity is proposing an amendment to cover the difficult
problem of multiple interstate claims for unemployment compensa-
tion. Under existing law, all but six States have entered into agree-
ments covering thee cases. Credits accumulated, and paid for, il
one of the six States are wholly or partially lost when the employee
moves to another State- the same thing is true when the employee
moves to one of the six States. Even in the remaining States, which
do have agreements, some claimants are ineligible for benefits any-
way, or are eligible only for partial benefits, because there is no pro-
vision in the agreements, much less a uniform provision, for definition
of the base period on which eligibility and benefits are computed.
Actors' Eqtuity proposes, and I will introduce as an amendment a
simple requirement that all States participate in arrangements with
other States including one uniform and quite reasonable principle,
that is, that the base period shall be determined under the law of
the State which pays the benefits. In that way, employees who meet
the requirements of the paying State will receive the full amount of
benefits, regardless of the base period requirements of. the State or
States in which they previously worked.

This is clearly a needed and desirable amendment to the law. Our
Nation is facing mani)ower demands which make it absolutely in-
dispensable that there be true labor mobility throughout the Nation.
The Congress has recognized this fact in a number of ways, including
tax relief for moving expenses of employees and labor mobility assist-
ance under the Manpower Development and Training Act. It should
also avoid penalizing employees for interstate movement under the
Unemployment Compensation Act.
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Finally we are very proud of the fact that Actors' Equity is located
ill New York.' It is one of our smaller$ but to us, very precious unions,
and it has greatly improved the position of aptors in theUnited States.

We1 orly hore that.present activities, including te foundationn on
the Arts and *-lumanities, the' New York State council on the Arts,
and thosoin other States, may enormously enlarge the opportuiities
for actors. We are very proud of the American stage. I think that
goes for everyone in our Nation, and we want,to'do everyuLing we can

i NeW York, and I believe the Congress feels the sane way, to make
the practice of this art, with all of its difficulties, a bit mdr6 economic.
ally viable. ' '

Senator TALMArO. Tlank you, Senator Javits.,
Senaior JAVIM. Thank you very much.' '
Senator TALMADOE. You may proceed Miss Ttrault.
This is Miss Helene Tetrault, Actors' Vquit.y Association.

STAT~EiNT 'OF HELEN TETRAULT, UNtL0yMExf' INSut
ANCE APARTMENT, ACTORS' EQUITY ASSOCIATI9i; ACCOM-
PANI.D Mr JACK GOLODNER, LEGISLATIVE REPRESENTATIVE

Miss, TwJ 'r. Mr. Chairman and members of the"commtte, on o
behalf of tliActors' Equity Associat ion I thiaik you for this oppor-
tunity to appeal before you and to ask your considertion of what we
beli ye is, anu ' iadvertent but extremely unjust shortcoming inI our
l)re~t. unemployment compensation system. Its effect $p to deprive
niam iAimerica'is of insurance benefits nierely because they pursuit work
in many States Rnd for many employers.

Perhaps the actor is in tie vanguard of thosa !multistate workers.
The very nature of his profession requires that lm be lighly mobil..
His work' for'one employer is often of a short duration aidlh must

be. prepared to move aboutthis country. wherever tmre ire'e' nployers
aqnd cpm'' iut's seeking his art. Bu theactor is'not the:,only. pne
wiho flicisd our present, unemployment niisurane program discrimiuul-
tory against intert~te workers. Otier'workei4i-constrtctioA people,
.resort employees,--als feel the inequities of, a system inthat Penalee
andfrustrates worker mollity..

I min sppaking I now of people who are, engaged in _"covered" em-
ploymenit. Their employers are paying qontributtns on their. serv-
ices. Yet, because of the miltistate nature of icir emnploynmeit, they
are oftpn unable to collect benefits in time of need even though their
wor c and wage history is more thaua nple.,
For nany yars the association I 'representani, otherorganizations

an4 individuals have condemned this whollyiuiir, unjust, and eco-
40npicaly unwise condition. Time tand elpin, e have questioned
0hy' our system should be permitted tomiake it pssiblefor two coy-

eredWorkers wih similar work experience tobe ti'eated differently and

be offered different protect io Sl1ely because one is einployed ix qany
States by many employers and the other-less mobile--isnotL Thus
farp we have received iho valid answer, .,iBut we have iin no, action
to correct the situation'either. ..

I. lirefer to think the discriminatory system now , working to the
detrimneut of the multistate workers is not intended, .i pr'erto believe
that the status of seond-clas citizen which q4, i nqemnpoyinnt insur-
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anpe, system loses upon the more mobile worker in our countryalst b c sO 'i iihgloneially 'U' ik o wn 'and m e n wh a oin~ l n

a t S ,sU ay ii'lves'-hiive been led to eieve ta t all rker's

en ed in "i~ered" einpljmnt and boast '," rh rFvwrk
indwage his ry are pr6tected. Congress may had ened tlft sucll
w4b~r teced7 bidin fact, gentlemen, miny of themii ire not.
Th bait rtsbiiiier jithe fact that th career of 'the i. itistate
N0 ,ker r zbz n:b State boundaries and yet unenploYment'insur-
ance'lnetts, Jf he is t'o enjoy tiil,, must derive from indhidalf 'Stite
laws fashioned with the'imn'obile intrastate worker in mind," So dif-
ferent are these laws that any claim filed by the multistate worked is like
some crazy jigsaw puzzle composed of pieces from as many as 50
different boxes. Sometimes it can be put together and make sense.
Often, it cannot.

In order to file a valid combined claim-that is, a claim against sev-
eral States in which the applicant was employed-a worker must
first satisfy the basic requirements of the State in which he files.
Accordingly, if a claimant files in New York, where eligibility is based
on workweeks, he must have the requisite number of weeks; if in
California, where eligibility is based on earnings, the requisite amount
of earnings. These weeks or earnings, in order to be considered in a
claim must have been gained during a 1-year "base period" estab-
lished by State law. The multistate worker, therefore, must demon.
strate not only that he has been engaged in sufficient covered employ-
ment as required by the State in which he files but that the employ-
ment he'cites also fell within the base period year defined by that
State, as well as the base periods established bvy the State or States in
which he was employed. The more States in which a claimant is
employed, the more difficult it becomes for him ever to satisfy these
varied requirements.

As will be seen from the charts attached to my testimony the differ-
ences in the State base period are staggering. The root of the problem
lies: in this matching of base' periods, the act that all of the employ-
ment must fit within the base period of a State where the claimant files
andthe base period of the State where the employment was worked and
covered.
I The difference in base periods is so great that this i$ almost com-

pletely impossible in many cases. ._

For example, in the State of New York, the base period is the
52-week period ending with the Sunday preceding the filing of the
claim., 1n California it is the four quarters ending 4 to 7 months prior
to the filing.of the claim. In North Carolina, it is the four quarters
ending 6 to9 months pricr to the filing of the claim, and in States
such as Maine or Washington where a fixed calendar-year base period
is Utilized, the base period may end 15 or 18 months prior to the filing
of the claim.' This means that a worker must wait as long as 18
months before he can cite his "covered" employment in these States
to substantiate a claim.

These differences may not be of much consequence to the averge
intrastate worker who remains for extended periods of time in on
State and thus has only one "base period" to worry about. But,, to the
multistate worker who works for short periods in many States and who
is forced to qualify under several State-defined base periods, the prob-
lem is overwhelming.

BEST AVAILABLE COPY
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I will try to make this situation clear by' referring to a hy potheti-
cal 'case. One,, incidentally, which is typical of the, manty that com e
across my desk. I - ,  . , ,  I

Joe Actor, currently residing in New York, is unemployed and while
making "the rounds" seeking work he files for unemployment'insuinice
on January 3, 1966. Since ihe base period in New York' is defined
as the 52 weeks ending with the Sunday preceding the filing bf the
claim, Joe's New York "base period" runs from January :1,'1965,
through January 2, 1966. To qualify for benefits in New York a
claimant must have had covered employment at wages of $15 or more
in each of 20 weeks in the base period.

During the period January 1, 1965, to January 2, 1966, Joe per-
formed for 10 weeks in a Broadway show in the first quarter of the
year; 6 weeks with the Seattle Repertory Co. in Washington in the
second quarter; 2 weeks in Alaska, also in the second quarter; 9 weeks
in a summer theater in Michigan in the third quarter; and 10 weeks
with a theater in Florida in the fourth quarter. Joe has 37 weeks of
covered employment during the year preceding his period of unem-
ployment. Each of his employers pald his insurance. Furthermore
his earnings in every instance exceeded those required to qualify him
for maximum benefits in New York. Joe is confident that he is
eligible for unemployment insurance. He has much to learn.

lie learns first that he does not have a valid claim under New York's
system because he does not have 20 weeks of covered employment in
New York. He only has 10 weeks in the first quarter of his base period
year. And so, he is sent to New York's interstate office. Hiere ie
learns that he does not have a valid claim against any of the States in
which he worked because he didn't work Iong enough in any one. lie
is then referred to the New York Combined Claims Section where they
will help him put his 37 weeks of work together in a combined claim
aga_ inst New York, Washington, Alaska, Michigan,.and Florida.

Unfortunately, Alaska is one of two States in our Union that re-
fuses to participate in combineA claims so Joe has lost 2 weeks of em-
ployment credit., and the money paid for Joe's insurance by his Alaskan
employer will never benefit Joe.
I ' But the other States do participate in combined claims, and i they
will agree to participate with'New York by sharing the cost of Joe's
benefits, Joe will be in good shape. '

Unfortunately each State, though willing to participate, insists that.
Joe meet its own ase period requirements. ' - . I

The State of Washington has a base period of a calendar year and
any employment occurring in that year cannot be cited in a claim
until after July I of the succeeding calendar year. For the purposes
of his claim, Joe cannot cite his 6 weeks work in Washington until
July 1966.

Florida's base period is defined as the first four of the last five com-
pleted calendar quarters. This means that Joe's employment in the
fourth quarter of 1965 in Florida cannot be used for a claim until after
April 1, 1966. For this reason, another 10 weeks of covered employ-
ment is useless to Joe in substantiating his claim.

Of all of Joe's workweeks, only his employment in Michigan and
New York can be usex to validate'his combined claim. But this gives
him only 19 weeks-1 week shy of New York's 20-week requirement.
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And, so, gentlemen, Joe Actor, with 37 weeks of covered employ-
ment taking place in the base period time defined by New York is
turned away from the New York office and received no unemployment
benefits because he cannot possibly meet the very diverse requirements
of five different States in which lie-was employed.

What if Joes is still unemployed on April 1? Knowing that Flor-
ida law will now allow him to claim those 10 weeks of Florida work
he hurries back to the New York unemployment office. And, ,true
enough, lie can now cite his work ini Florida in )resentimig his claim.
but according to New York law, his New York base period has changed
and is now the period of March 26, 1965, to March 27, 1966; it is no
longer January 1, 1965, through January 2, 1966. Now Joe cannot
claim his 10 weeks' work in New York in the first quarter of 1965; it
is outside of his new base period. hlls, while gaining the 10 weeks
from Florida, he loses 10 weeks from New York employment for pur-
poses of his claim. He still has only 19 weeks of employment that lie
can cite, and he is .again denied unemployment insurance.

H.R. 15119, which is before you, establishes a Federal-State ex-
tended unemployment compensation program to assist long-term un-
eml)loyed workers who have exhausted the benefits of their State
p program. What about the American who works in many States and
like Joe Actor is unfairly denied qualification in any State for even
the basic benefit program'? Is he to be denied coverage under this new
Federal program as well? Why? Why should lie be penalized?
Because lie is willing to move about looking for work and because
the nature of his work requires that he accept short-term employment
in many States?

I respectfully suggest that this inequitable situation can be cor-
rected by this Congress through the legislation being considered by
you. I submit that this can be done without altering the fundamental
base period-benefit year structure of our State systems and without
requiring any additional fi-ancing. This can be done by inserting the
following into the legislation you recommend:

1. A requirement that all tates participate in "combined claims,"
the procedure whereby wage credits earned in one or more States are
combined for the purpose of establishing a valid claim in the State
where the claim is filed. All but two States have voluntarily entered
into agreements to participate in combined claims. The overwhelming
majority of States iave experimented and have found such procedures
practical and workable. It remains for Congress to learn from the
experiences of the States and to make the practice uniform.

. A requirement that all States participate in arrangements
whereby not only an individual's eligibility but the amount and dura-
tion of his benefits can be determined on the basis of his employment
outside of the State in which he filed his claim. At present, only six
States have not gone along with the majority on this matter.
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3. Most important, a requirement that all States waive their base
period requirements when unusued wage credits earned therein fall
within the base period of the State in which or against which the multi-
state worker files his claim so that such credits can be used by that
worker to support his combined claim.

In sum, I suggest that the legislation you recommend include a re-
quirement that all States shall participate in arrangements with other
States pursuant to which an individual's eligibility for compensation,
and the amount and duration of the benefits payable to him are de-
termined on. the basis of his combined wrtge credits from all States
for the base period under the law of the State paying the compensa-
tion (whether or not, in the .ase'nf any traiisferredage credits, such
wage credits were in th6ebase perilodqnf the transferring State).

I hope that through Vie -hypothetical 'dase -I cifed I have' demon-
strated to you the fact that the multiotifte Workir is*' victim of widely
diverse definitions of base periods determined in4mpond"nly by the
variow5 States. In each State the object haa hbea .t6es.tafblish the
worker's attachment tQthe Iabor market by forcing itoneet the re-
quirements of the State's "base period" definition. " It is impossible,
however, as well as grisly unfair, to judge the attaclmnent of ti*e multi-
state worker to the labor market on the basis of work performed in
only one State or on the basis of several different and pftevIpopflictibg
base period requirements. The base period requirements of tle Stat6
in which or against wlich he filed should be sdficiant for this purpose.

A requirement thet all States waive their own bas period require-
ments and allow th law of the State in which or against which the
claim is filed to gove'n entails only a minor adjustnet inadwinistra-
tive procedures on the pai-t of the States concerned. $For though.lthe
difference in basepiriods among the States may he ga a diffeeaa e
(does not, existregoring the due dates for employer contribitions. th
all Sat~s,1'reardtess of their different base periods,: e4nilo#erspay
contrjbliians at the 1Hose of each qalendar 9 uartex. -And they are
payin , thein'vitlhout discrimination for.multistate loymee !s well
(as for those who aieles mobile. -

The money is th4r to pay these :mnultistate woikers." Thiey have
earned, tie pigr t to protection by meeting all reiOasoiiaerequirmemts
regardiing their.wpr and wage historyy. A continuance off.th present
(liscriinatory $ygtO)n serves only to frustrate a desired g4. of achiev-
ing irwT obility. ; okii i "i

It is sad, ,but trie;,that the multistate worke-i i ourati6i i s been
likened to the riiah without a country when it comes t$ sekii i unem-
ployment jimurjjm'e, protection. Since he works in UmIaS tes, no
Stato.1s 6ocOned Nith his peculiar situation. Only ongrtes Oan act
to cut~tlie tangled-snarl of unintended butn ve'¥tlie'e"' re4 91stacles
that lwevent such workers from participating in thisi prgrahi on an
equal basis with other Americans.

(The charts referred; to follow:)
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Senator TALMADGE. Miss Tetrault, I want to congratulate you on
your statement. You make out quite a case for the actor, and I can
see that other individuals would be involved besides actors, those who
are engaged in multistate work. The difficulty that I can foresee is
the possibility that they might claim unemployment benefits in more
than one State.

Miss TETIXULT. You cannot. (For clarificatioii of, this point see
letter of Miss Tetrault to Senator Talmadge, p. 818.) .

Senator TALMADGE. If we cani work out some solution to that prob-
lem I- hope this committee can come up with the axiswir to whfat you
have pointed out here today.

Any questions, Senator Williams? ..

Senator WILLIAMS. J questionss. i' just want "to join thd.hair-
man in saying somebody~ma done a lot of work in prepa44ig this
statement and prepatiig a clear-cut example and I .hil :'<,e may
be ablb to work out something.

Seiiator TALMADGE, The next witness is Mr. Walter'... ickey,
Ohio Manufacturers' Association. ..

sTA MENT OF WALTER CEY, sP T.I! oNIo
t MANUFACTURERS' ASSOCIATIONf

Mr. MACKEY. Mr;,,Chairman and members of the committee, lani
Walter Mackey, and I am appearing today on behalf of i the Qho
Manioacturers' Asssciation, for which association I have iien special
counsel for.some 20 yrars.

Th6 membership bf this association consists of som"f~ the large
and _anyt,:-rtost ifthe large and many of the medium sizpa, n(1the
smallnriificturink firms doing business in Ohio., I It it jel P est,f.
tive o f lhde1.l000 0 manufacturing firms in the State eurreltly imliloy.
ing at,00,00wktrs, and providing 6vWi'"58 : inE of the
taxes that *4r# necpsary to finance the State's unemploymentpx6gram.

To, her icientify myself, I have been closely asscia '  th the
une lqpyuiieit compensation program in our State for so' s0ayears.
I w s a piiijed ii 1936 as a member of the firg'" 6fltl 4 Ohio
which se upthe program. I later served on the unenjploy p n com-
peniMo board'of review, and I am presently chairman W industryy
rep6,e44iv'e ; zf the State unemployment compen4atlN, advisorycouracil.14 : .:;, ,

SfrikW19'l have filso been a member of the Ohio W9rker Tr.aining
Conimis~iqm est ablisWd by the Ohio Legislature to pr t and to

coordinitvirlo rrt dining activities in our State.
Tl6,peent dniiistfaftionih 'Ohio igdedicljfeo :the'ptr6Prsition

that &- objs the; only Answer to the unemployment comlnsatien, the
unemployment program.

When H.R. 8282 was heard in the House Ways aid Means Coi-
mittee last August, I appeared on behalf of the association in opposi-
tion to that bill. I submitted a statement setting forth the reasons
for this opposition, which became a part of the record of those hearings,
and may be found in part, IV, beginning at page 1703.

For the convenience of your committee Mr Chairman, I have had
additional copies of that testimony maae for each member. That
statement, of course, pertained to H.R. 8282, and its companion, S.
1991.
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At your discretion I would respectfully request that that statement
be made a part of the record of these hearings, either by inclusion in
the record or by reference to the previous testimo i.

Senator TALMADGE. Without objection it wilT be inserted in ,therecord .,.

Mr. MACKEY. I will then summarize my current statement, U,-
Chairman, on the bills' now pending before your committee,

Our opposition to J ,R. 8282 applies with equal force',to the pro-visions of S. 199 1." . • '. .. .

It is true that many of the insound, unrealistic, pi,,etprovisionsof H,R. 82,82 havebe crrected 'r Iin the t al
Maiuy egmployers, would accept present House b4, as a,

promise, -Uowever, I am sure t~i S. committee wiil, l~o :r 4ie ti1t
Intanu facturers are very conscious of the substantial tax iWqcrase Wl7hch
is still provided in H .15119, aOiOwhile bi partjian, ati"n .the
House on, tl)s bill has quieted the storm of public protest' w4ie*Wc4
generated by H.R. 8282, it. would not take much, in' 9ur 9pnIpn- inthe form of amendments 'in the direction of i991 to again iv$ tha1
ground swell of opposition.

Let me document this point on the amount of tax increase c~ntiiiied
in I.R. 15119. I refer to page 29 of the report of the Committee on
House Ways and Means shown in table 5. There it is shown,ihait the
estimated collection under the present law of the Federal Unemploy-
ment Tax Act for the taxable year 1967 is $544 million. This 's under
the present $3,000 wage base. t a t tax b a 'I ,

Now, because of the increase in therate and the tax base r d
bil, these taxes are estimated-to increase to $840 million in 968, $1i092"
million in 1969, and $1,236 million, in 1972i more than doubl ')e pres-
ent take.

Now, this is in addition, gentlemen, to the increases hwch.1 employers
will also pay into the State fund for their share of thl extended bene-fit program which is estimated another $200 million.

Senator' WILIAms. You ,are speaking of the bill as itp sed the

Mr. MACxFY. That is right ir.,
Table 6 ,pn tis page shows that about $136 million of.thi tax

revenue, would be available for financing he,13-week extended bene-
fit program in fiscal 1968, whch would increase th a urit to $206
million in 1973. ' ' ,, -

What about, the remaining $1 billion, of these Federalpunemploy,
inent taxes ,under this biU? ', This table in this House committee rep
port, indicates that this would go for administrative expenses. This
money is allocated to the 'States by the Secretary of Labor j;his dis-
cretion...... stato,

In 1966 the States were allowed $504 million for Wministration
This would, increase under this bill to $646 million 1968 and to
nearly $1 billion in 1973.
The increases in the administrative costs of the years lei een

alarming. Note these figure4:Prior to, 1961, t1je rate, ofi'to 4ais
purpose was threetenths f A, percent, 'and s ,13& mii o f6
cess funds were returned, tq the Stat s under th

a "e n yI trllnt~ I ncea4t 44iat~ e the
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this money for the States, competition for more and more money from
Washington stopped any further buildup under the Reed Act.

For the 3 years, 1963, 1964, and 1965, total collections for State laws
under benefits averaged $3 billion per year. Yet under this bill it, is
anticipated that administrative costs will reach $1 billion in 1973.
This means that administrative costs are anticipted to equal one-third
of the benefitcosts based on the above 3-year collection.- The allocation of these Federal administrative grants to the States
by the Secretary of Labor has not been without criticism. Charges of
discrimination havefrequently been made.

Wheni tlis bill was before the House Ways and Means Commiittee
lMst 'Akiigst, i~ testified on this subject somee length, i p6inted 6ut
that hii Ohio, Ohio got back about 7 cents out of the dollar of the
moiney thatias paid in by Ohio eiployrs foradministrative purposes.

16w ,there are ome States that are even lower than that. Indiana,
Illfihoi get back even lesser amiounts p6rcentagewlse than does Ohio.
Thiii idy'has'been the subject of some extensive comment by Mem-
bers o7f th6 Ioe and the Senate. Outr senior Senator Lauscre from
Ohio has made some pertinent remarks on this subject' which I hope
this committee may have time to examine in the Congressional Recdrd
of April 30,1964;

T&r isa Condition Which demands the' attention of the:'Congress.
With'thb additional millions of dollars suAb'ect to allocation by the
Secretary of Labor under this bill with unlimited discretion on his
part, the invitation for extravagance and competition for funds by the
tat4 will'becbm6' compounded.' A' dePte formula should be pre-

Sc db" tle Cohiress whicl can be applied fairly to all States...
o /'proii'idU' of this'bill: gtntlentn, Which applies particularly

to Ohio and, one or two other States, relates to the, payment of benefitsto6ut-pSf State claimrnonts. ''" ' .: "'" .... :' ' " '

A prdvision of'the Ohiolaw relatifii to cliimantS Who * ,ualifyfor
benefits by working fo' i *Ohio employer and then leaving teh State
wouldd have to -be fmpea!dd by our'legisliafur6 under either of the bills
now before you, either 15119 or S. 1991.

Now, for several years, Ohio had the distinction of paying the high-
&t'av6irag weekly benefit 'check of any 'Stte in the 'atioii. Thou-
satid' bof claimants would qualify fo benefits in Ohio, then leave the
State ahd file' fr their benefits'from afibther'tate"' ..

We, of course, like our neighboring States, even though 'some of
thaW/nif py less,'a lower staiidald of ]ivin than doe Ohio. But we
d 6 no feel that Ohio employers should be forced 'by the'Congregs to
financetheA§ Unemiployed workers bn higher 1els than their 'home
State jit'beause:they come fo 'Ohio to vo:kIand thent return to their
State of residence.

&Sin 19 'alone'Ohib paid $18.P iillofi in benefits io cai rairins 'who
qualified by working in Oh:i and then filed froni another State.

For example, California, $728,000; Florida,' $966,000 Kentucky,
$3,7"nhliln; ;Wet' Vir npja '$3.3 imllidn j and, Tennesse6$1.57 million.S;'So 1i _196, thleisl&turi' pr'6vidled that in these caes benefits i€ould

bep&a~b at' ti Ta rate bifik'paid td claimiht ii thepther
State to $ili'th ci ahrtf§ chse fo r~nov themselves ,
1' 1v & 0ut d6iisibl Wi.', ,"W6 eblte of,6
t 4 iailid tt gsot~b~ 6k1 Vebli
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that they should be the judge as to how much benefits should be payable
under these circumstances without interference by the Congress.

I am wondering if the Congress would intend to force the States
to provide equal treatment to residents and nonresidents in all of our
laws?

Last week I returned, gentlemen, from a vacation in Michigan. I
went fishing. As a nonresident I paid $5 for a fishing license. Now,
if I had been a resident it would have only cost me $2; and if I had been
a resident age 65 or over it would only have cost m 50 cents. I do notbelieve it is the policy of the Congress to try. tp equalie all the laws
in the; State so far as, the treatment of residents and nonresidents are
concerned.

SNow, with reference to seasonal workers, since Mr. Me~heiney
has made s very comprehensive statement on this, I will not repeat
the statement which I had intended to make.
I Senator TAIxADGE. Without objection, that portion of your state-
ment will be inserted in the record if you desire to skip over it.

Mr. MACKAY. With this, I would only say that the concern in this
connection is that if. this section :-emains in the law, and we are. re-
quired to repeal this section, other employers then would be required
to subsidize the benefits over and above anything that. the employers
of the seamen could possibly pay into the fund in an estimated amount
as high as$3 million year. This means thatother employers would
have to' makeup this deficit, and to that. extent we are very much con-
cerned with this provision.

,Now I read 6t Seiretary of Labor's statement, MY. Chairman, on
which he mde the point that the States failed to keep pace in'their
benefitsith. the,economio, conditions and the gross wages.

I do not believe that a case can be made against the States on this
Aubjecoin 't]he g r&6rd that the; leielatures-have failed to" increase
*ekly benefit, and he number of weeks duing which the benefits
can bepai'd.

I think Ohio is a typical example of the consistenttrend of increased
benefits. In my ow'n State, Wnd without reading the schedules which
we ?shw. on page' h f my sateient, t will only sumxrlzetiem bysayin tha benefits incres, weeldy benefit amounts, from $15 to
$53 from 1939 to 1959 or 253 p ercent. ,, , . -.-,,., ,- ' .. ... .. --'

NoW, when we apply their increased duration to Abat as well we, find
that thi amountt of benefits,"whieh is the real payoff, increased from
$240, in 1939 to $1,378 in 1959, or 474.percent..

Also when we compare the; average weekly benefit check, with the
gross' weekly wage we find that the average benefit check in 1939 Was
$10.25 ,hicK increased to $40.0 in :.19,64 or, 290 percent and the aver-
a ge gross wage dirIng that period increased fiom $27.9i to $114,or
increase of 308 percent. I might point out to the:committee'that
the average aros wage in thi. connection is iot the avtera&e wage of the
ciaimaiit. This"is the aVerdge' vagbe of all people' in"Ohio, .luding
tho highly paid executives,.,inehuding bonuses and, all .other types of

So that the gross average wage, weekly wae, is not the w y
gr t~ average e"kl ,wgketlieaimanit; *e' '",
A" tlso, in comnhphring'tie increases .with'.the bvet".f lii'ingi.e find

inthe- next schedule that the, costof living inderin xmed" from 48.4
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percent in 1939 to 108.1 in 1964 or 123 percent, while the average un-
employment benefit check increased from $10.25 to $40.06 or an in-
crease of 290 percent.

Ohio already bases its benefits, gentlemen, on 50 percent of an in-
dividual's average weekly wage, and like 48 other States, it pays foi
a maximum of 26 weeks.

Therefore, p.. conclusion, we do not feel that there is any need for
legislation in thih Paiticular area as proposed by S. 1991 or as suggested
by th6 secretaryy of Labor.

Thanli iou, Mr Chairnan. '
(The prepared statementt of Mt.. MackeV, with lis stattemnent before

the Committee on Ways and Means follow:)

STATEMENT O*. WAtTER I. MACKEY ON BEHALF OF THE OHIO MANUFAOTURERS'
AssocATION. ,

Mr. Chaiirman and inembers of the commltte6, I im Walter J. Mackey and
I am speaking today on, behalf of the Ohio Manufacturers' Association, for which
I have been special counsel for some twenty years.

.The membership of this association consists of most of the large and many of
the medium-size and small 'manufacturing firms doing business in Ohio. It is
representative of the 13,000 manufacturing firms in the state currently employ-
ing some 1.8 million workers and providing over 58 percent of the taxes to finance
the state's unemployment benefit program.

To further identify myself, I have been closely associated with the unemploy-
ment compensation program in my state for some thirty years. I was appointed
in 1936 as a member of the first Commission in Ohio which set up the program.
I later served on the Unemployment Compensation Board of review and am
presently ChairmaA and an industry representatve of the State Unemployment
Cnpensation Advisory Council.

Sincn 1961 I havo also been a member of the Ohio Workers training Com-
mission established by tht! Ohio legislature to promote and eobrdinate worker
training activities Inithe state.

When H.R. 8282 was heard in -the House Ways and, Means Committee last
August, I appeared on behalf of the Ohio Manufacturers' Association In opposi-
tion to thdt bill. I submitted a brief statement settitig forth the reasons for
this opposition which became a part of the record of those hearings and way: be
founding PARJ IV beginning at page 108 . '.
I To conserve the time. of V.our, committee and for, Its convenience, I had iad
additional copies of that testimony made for .a'ch member ofyour committee,
This statement pertalns to 1.1. 82d2 and 1t6 compantoAi S. Si90. At your. dis-
cretion, Mr. Chaltian 'I respectfully re4Ueat thht "this, statement be iftde a
part of the record of these hearings, or by reference to 'the Voluxne and; page
of the hearings in tbe;House, beincorporated in the record of this committee.. Our opposition of. A.R. 8282 applies with equal strength to the provisions ofS. 1,991.

It is true that many of the unsound, unrealistic and extraVagant provisions
of H.R. 8282 have been corrected in H.R. 15119.

While many employers would accept the present Hou-se Bill as a fair com-
promise, I am sure this committee will also .realize that manufacturers are
very conscious of the substantial tax Increase which is still provided in H.R.
15119.

While bipartisan action In the House on this bill has quieted the storm of
public protest generated by H.R. 8282. it would not take much in the form Of
amendments, In the direction of S. 1991, to again revive that groundswell of
opposition to this legislation.

Let m derment this point on the amount of tax Increase contained In H.R.
15119. I refer to page 29 of the Report of the Committee on Ways and Means
on H R , 15119, T able 5. . .. - . .. . I I I

T Here It is shown that the estimated collection under present law of the
Federal Unemployment Tax for the taxable year '1967 is $544 million. ' Thls is
under thw'prent'$3&000 Wage base. ' ' ."'
* Ilecause of the Increage. In the ratty, and the tax bae :umidek -this -bills these
taxes are estimated to Increase to $840 million in 1968, $1.092 billion In 1969
and $1.236 billion by 1972, more than double the present take.
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Table 6 on this page shows that about $136 million of this tax revenue would
be available for financing, the 13-week extended benefit program in fiscal 1968.
increasing to $200, million by,1973.

But what about the remaining $1 billion of these Feder'a Iunemployment taxes
under tlis bill? The tqple indicates this would go for a. 1nistrative e;Kpenses.
This money is allocated to, tbe~tates by the Secretary 9f Labor Athis.dsrtjon.

In 1966. the § tttep were allowed. about $504 willio.. This would ,increase
under t, i LI tq $( ililon Wi 908, and to nearly $1 million by 1973.

The increase in administrative costs over the years hs beln alarming. Note
these figures: Prior to 1961 the rate of tax for this purpose was .3%, and some
$138 million of excess funds were returned to the states ifider the Iteed Act
In 1956,1957 and 1958.,

Then in 1961 this .3% was increased to .4%. In the absence of, any objective
formulae by the Congress for the allocation of this money to the states, cOm-
petition for more and more money from Washington stopped any further build
up under the Reed plan.

For the three years 1963, 1964 and 1965 total collections under all state laws
for actual benefits averaged $3 billion per year.

Under this bill it is anticipated that administrative costs will reach $1 billion
in 1973. This means that administrative costs would equal one-third of the
benefit costs based on the above three years.

The allocation of these Federal administrative grants to the states by the
Secretary of Labor has not been without criticism. Charges of discrimination
have frequently been made.

When this bill was before the House Ways and Means Committee last August,
I testified on this subject as follows: (Page 1710. Volume IV of Record of
Hearings)

"In the case of my own state, we have only received back out of this tax levy
for administration less than $.57 out of every dollar paid in by Ohio employers.
More fortunate states, such as California, have received $.97 on the dollar. In
fact, last year California received back 104.8% and New York, 106.2% of the
amount they paid In..

"Our State Advisory Council did some research on this subject and unanimously
adopted a resolution calling on Congress to review this method of allocation of
administrative grants by the Labor Department. 'We urged Congress to adopt
legislation providing a more definite and objective method for, making these
grants In order to prevent these inequitable results In the future; a copy of this
resolution Is Included at the end of this statement.

"This already has been the subject of extensive comments 1by members of both
Houses of Congress. Our Senior Senator from Ohio made some very pertinent
remarks on this subject on the floor of the Senate on April 30, 1964. Here is
condition which does demand the attention of the Congress."

With the additional millions of dollars subject to allocation by the Secretary
of Labor under this bill with unbridled discretion on his part, the invitation for
extravagance and competition, for funds by the states will be compounded. A
definite formula should be prescribed by the Congress which can be applied fairly
to all states.

Beflts. to out-of-Stale ocimmeif
A provision of our Ohio law relating to claimants who qjialify for benefits

by working for an Ohio employer, and then leaving the state would have to be
repealed by our legislature under. the bil now before you. (U.R. 15119)., ,

,.For.severalyears,- Ohio bad the distinction of paying the highest average weekly
benefit check of any state in the nation.

Thousands of claimants would qualify for benefits in Ohio, then leave the
state and file for their benefits from another state. Now we like our neighbor-
ing states, even though their standards of living In some cases are lower than
ours. But we do not feel that Ohio employers should be forced to finance these
unemployed workers on higher levels than their home states just because they
come to Ohio to work and then return to their state of residence.

In 1961 alone, Ohio paid $18.7 million in benefits to claimants who qualified
by working in Ohio and then filed from another state. For example, California
$728,900; Florida $966,269; Kentucky $3.7 million; West Virginia $3.3 million
Tennessee $1.57 million.

In 1963 the legislature provided that in these cases benefits would be payable
at the average rate being paid to claimants in the other state to which the
claimants chose to remove themselves.
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The Ohio legislature is made up of members of at least average intelligence
who are responsible persons. We believe they should continue to be the judge
as to how much benefits should be payable under these circumstances without
Interference by Congress.

Does Congress intend to force the states to provide equal treatment to residents
and nonresident in all of the laws on our statute books?

Last week I returned from a vacation in Michigan. I went fishing. As a
nonresident, I paid $5 for a license. If I had been a resident, it would have cost
me only $2; and, if I had been over 05, then only 50 cents.

B enefits to, awona; wo.*era
Another provteion in this bill which would require Ohio to change its law is

that provision having to do with Benefits to Seamen on the Great Lakes.
The Ohio provision for paying benefits to seasonal ,vorkers is rooted deep in

the history of our law.
An Ohio Unemployment Compensation Study Commission was appointed in

1931 by the Governor under a Joint Resolution of the legislature. It was
instructed to study and report to the legislature the feasibility of a state unem.
ployment Insurance law for Ohio. It made its report in 1932 and recommended
a bill on this subject.

Concern was expressed about the Impact on the fund if benefits were paid to
employees in seasonal industries beyond their regular season. The Commission
felt this type of regularly recurring unemployment, which was known and ex-
pected by the employee, and which was due to climatic conditions over which the
employer had no control, was nxot the type of unemployment that uneliploymenlt
insurance could properly insure against.

The bill, recommended by the original Ohio Study Commission, therefore, con-
tained a provision respecting seasonal employment which was incorporated
practically verbatim in the first Ohio law adopted in 1936 and has remained a
part of our law since that date.

It provided, In effect that, where because of climatic conditions It is customary
to operate only during regularly recurring periods of less than 36 weeks, benefits
should be payable only during such seasonal period.

After the law had been in effect for several years, the attention of the legisla-
ture was called to the fact that seamen on the Great Lakes were engaged in
employment over a 40-week seasonal period due purely to climatic conditions
affecting transportation on the Great Lakes during the winter months. How-
ever, due to the general provision limiting this special treatment for seasonal
periods of less than 86 weeks, it was necessary for the legislature to enact a
special provision governing the 40-week season for seamen on the Great Lakes.

The concern of other employers in Ohio is the financial burden to the fund if
seamen on the Great Lakes were to be paid benefits for the 12 weeks each year
when they are not actually working.

In many respects it would be comparable to paying school teachers benefits for
the 10 or 12 weeks they are on vacation during the summer. That problem has
been solved by paying their yearly salary over a 12-month period.,

Testimony was presented in the House showing that the average weekly wage
of seamen over a 52-week year is about $181.00, the second highest paid industry
in the state and that the number of hours actually worked are not substantially
different from other year-round employees.

If the legislature is forced to repeal 'this provision respecting seamen, other
employees will be called upon to make up the difference between the benefits paid
out and the contributions paid in by the employers of these seamen, which has
been estimated as high as $3 million annually.

11NEPIT AMOUM't5 HAVE KZPT PACE

A case cannot be made against the states on the ground that their legislatures
have failed to increase weekly benefit payments and the number of weeks for
which benefits can be paid.

A typical example of the consistent trend of increased benefits is my own
state. We have Increased benefits from $15 per week for 10 weeks or $240 in a
benefit year in 1939, to $3 per week for 26 weeks or $1,878 today.

This is an increase of 253% in the maximum weekly benefit amount, and 474%
in the maximum benefits In a benefit year.

The following table shows the frequent times that the legislature has made
.these increases:
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Increase in befits

Maxitmnm Maximum Maximum
Year wrikly duration benefits In

benefits (weeks) benefit year

3939 ............................................... $1 16 $240
1441................................................ $16 1 $W
1945 ..................................................... $21 22 $462
149 .................................................... *30 26 HIM
192 ....................................................$33 26
1933 .................................................... 3 26 l0
1955 ..................................................... 389 26 $1,014
195M .................................................... us so $1,378
Percent Increasaea ....................................... 26 6a 474

A reragc weekly bettefit chec versus gross weekly wage--Ohio
Not oniy have the weekly benefits and duration been consistently Increased, but

the actual weekly benefit check has Increased In about the same proportions as
the gross weekly wage.

The average weekly check has Ilncreased from $10.25 In 1939 to $40.06 In 1904,
an increase of 291%. During this sante priod, the average gross weekly wage
increased from $27.91 to $114.00, an increase of 308.5%.

The following table, using selected years as above, clearly Illustrates this
trend:

Year Averngo weekly Average gross
hebet chock weekly wage

1939 ..................................................................... $10.23 $V7.91
1114 .................................................................... $14.07 $48.83
19 ................................................................... $20.60 $69.*491934 ................................................. .................... $29.35 00.02
lv%: ..................................................................... "88, 1 M., 0
lo1....... ......................................................... $40.06 $114.00
i'ereent Inotrease ..................................................... 49.1 08. 6

Very little, If any, tax deductions were inade'from the employees pay chock
in 11139. Today these deductions are substantial. Unemlloymnent benefits are
tax free.

It may also -be noted that the average weekly benefit check for claimants with
dependents in 1964 was $47.53.
Increase in average benefit check, versus cost of living hide-Ohio

The weekly benefit check In Ohio has Increased imuch faster than the Icrease
In the cost of living.

In 1939, the cost of living index, based on the 1957-59 averages, stood at 48.4%0
for Ohio. In 1964, it was 108.1%, an Increase of 123%.

The average weekly benefit check was $10.25 In ,1039. It was $40.00 In 1904, an
Increase of 291%.

The increase over this period is shown below:

Cost of living Averga ITO heck-Ohio
Year Percent In-

Cost-o.livIng, cWee sEt1 Amount of Perecnt In.
Index 1939 weekly Wneflt crease since

•+ 1939

I39 .................................... 48.4 0.0 $10.28 0.0
114 .................................... 01.3 20. 0 14. 67 43.1
1949 ................................... 83.0 71.6 20.00 101.0
1954 .................................... 93. 6 93. 3 20.6 189.3
158 .................................. 100.7 108.1 33,61 227.9
194................................. 108.1 123.3 40.06 200.8
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Ohio already based benefits' on 50'percent of an individual's average weekly
wage, and like 48 other states, pays for a maximum of 26 weeks.

There is no need for Federal .legislation In this area as proposed in S. 1001.

SUMMARY OF STATEMENT BY WATER J. MACKEY ON BEHALF OF THE 01110

1MANUFACTUIEls' ASSOCIATION

Opposition to $. 1991
'We oppose S. 1901 for the reasons set out in our testimony on H.R. 8282 be-

tfore the House Ways and Means Committee in August, 1965. as reported in the
'printed Record of Hearings before that committee beginning on page 17(Y3 and
request that this testimony be included in the record of this committee as opposed
to S. 1991, by reference thereto.
-0cuvrat ommit~t on H.R.' 1l WY9,19tr t7  unsound, uareaIc and extravagant provisions of 11.R. 8282

have been corrected in H.R. 15119, but we are still consious of tile substantial
tax increases under this so-ealled, compromise bill and question the need for this
amunt.9gadditlonal, yenue.
Method of allocating administrative funds to states
- 'Criticism of th6'method of allocating administrative grants to states by tho
Secretary of Labor has persisted in the past. With about double the amount at
his discretion to distribute at will, the invitation for extravagance and conlpeti-
ton among the states will be greatly increased.

With some $1 billion at the disposal of the Secretary, the Congress should
prescribe a definite objective formula to insure impartiality to the various states.

Benefits to oat-of-state claimants
The state legislature should be permitted to prescribe the method of handling

out-of-state benefit claims.
Ohio should not be forced to repeal that part of its law which provides that

claimants whO have worked In the state long enough to qualify for benefits and
who then leave the state and file from another state shall be allowed benefits
based upou the amount payable In the state to which the claimant has removed
himself.,

SeasoknaI benefits foi- 8caten opt the Great Lakes
* The Ohio legislature has determined a seasonal period for seamen on the Great
Lakes not to exceed 40 weeks. There is no reason why this seasonal treatment
should be destroy by the congress. All seamen who are similarly situated
receive the same treatment. 'There is no present discrimination..

The impact on the fund and on other employers if this provision in the Ohio
law must be repealed would be severe, estimated at some §3 million annually.

Benefits Aave kept pace tvitft econontio indicatr
Ohio is a typical example of.a state where the amount of benefits has kept pace

with changed economic conditions.
Since 1939, the maximum weekly benefit amount has increased from $15 to $53

or 253%. The maximum amount of benefits in a benefit year has increased from
$240 to $1,878 or 474%.

The cost of living index has increased from 48.4% in 19.39 to 108.1% in 19(4.
an increase of 123.3%. The average weekly benefit check actually palid in 1939
was $10,25 and Increased to $40.06 by 1064 or 290%. During this period the
average gross average wage increased from $27.91 to $114.00 or 308.5%.

Very little tax deductions were made from the employee's check in 1939. Today
these deductions are substantial. Unemployment benefits are tax free.

STATEMENT MADE BEFORE THE COMMITTEE ON WAYS AND MEANS, U.S. CONGRESS,
89TH SESSION, BY WALTER 3. MAOKEY, ON BEHALF OF TIIE 01110 MANUFACTURE RS'
ASSOCIATION, IN OPPOSITION TO H.R. 8282

Mr. Chairman and members of the committee, I am Walter J. Mackey and
have been Unemployment Compensation Counsel for the Ohio Manufacturers'
Association for more than 20 years. I am appearing today on behalf of this
Association In opposition to H.R. 8282.
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This 55-year old Association's membership consists of most of'the large and
mally of the medium size and small nalnufaturlng firm doing.bu iness in
Ohio. Currently,' there are more than 13,000 manufocturing firms employing
some 1.3 million workers in the state of Ohio.

The Ohio Manufaftarers' Association is made up exclusively of manufacturing
employers.', ItM policies are formulated: by an elected Board of Tfi'stees and
Executive Committee. The positions mnd views expressed in this statement
'are fully supported by long standing, poiy 6f the Association and its UJneni-
ploynient Wimpcnsation Committee. ',0 i- . . ,

We appreciate the opportunity to again appear before you to discuss this recent
propose l to fundahientally change the present federal-state unemployment, .ys-
tern and its relationship to tlie federal government.,

To further identify myself, haIve teen closely associated with the unotiploy-
mant compensation program in ny statd for some 29 years. I wa4 appointed
in 1936 to the first Commission In, Ohio which set up the -program. I later
served on the Uineiployment Compensation Board of Review and am preseittly
Chairman and an industry representative on. the State Unemployment Coni-
pensation Advisory Council, I am also a metiber of the Ohio Worker's Train-
ing Columission established'by' the Ohio legilature to promote and co-ordinate
training activities.

I attended the first week's hearings on this Bill and heard the testimony of
the Secretary of Labor. le attempted to "sweep under the rug" any discus-
sion of states rights or the proper role of the state legislatures in formulating
unemployment compensation law;

We do not think that this issue can be disposed of quite so simply as this.
He has attempted to indict 50 state legislatures in a manner which thefacts will
not support.

LEOGDLATIVE HISTORY

From the entire legislative history of this law, it Is obvious that Congress
never intended that specific provisions such as those found in the present pro-
posal should be required in state laws in order for those laws to be approved.

When the Supreme Court held this Federal law Constitutional In l930 ,by a
five to four vote in the case of Steward Maohine Qompany v. Dais, ,301 U.S.
548, this subject of federal standards was discumed. , I ..

Mr. Justise* Cardoz, who delivered the majority opinion, refers to them as
"nminlnu criteria" to which a state law is required to conform to be accepted
as the basis for the credit of state contributions against the federal tax.

Justice Cardoeo stated in this connection:
"A credit to taxpayers for payment made toa state under a State unemploy-

ment law will be manifestly futile In the absence of some assurance that, the
law leading to the credit is in truth what it professes to be.,, An Unemployment
Law framed in such a way that the unemployed who look to it will be deprived of
reasonable protection is one in nane and nothing more. What is basic ,ad
esential, may be assured .by suitable conditions, . The terms embodied in these
sections are directed to that end. , A wide raige of Judgment is given to the sev-
eral states as to the particular type of statute to be spread upon teir books. * A #
In determining essentials, Congress must have the benefit of a fair margin of
discretion. One cannot say with reason that this margin has been exceeded,
or that the basic standards have been determined in any arbitrary fashion."
[Emphasis added.]

What then were these so-called "basic standards" which Justice Cardozo was
defending as being reasonable and not arbitrary on the part of Congress attbat
time? I " .

Briefly summarized they were as follows,: (Present Section 8304, Internal
Revenue Code). , -.j.. , i I I

. That all, benefits be paid through public employment offices, ....
2. -That no benefits be payable by a state until two years of contributiots had

a c c u m u la te d , 1, ", ,, t • ( ,

* 8. That all contributions received'by a state should be turned over' t the Un-
employment Trust Fund in the hands of the U.S. Treasury,

4. That all money withdrawn from the Fund be used solely for the payment
of benefits,

5. That a state not deny benefits to an otherwise eligible, individual for refusing
to accept new work,

65-992-00--26
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(a) if the Job offered was vacant due to a strike or lockout,
(b) if the wages, hourA, or other conditions of the work offered were sub-

stantially less favorable than those prevailing for similar work in the lo-
cality,

(c) if as a condition of being employed the individual would be required
to join a company union or resign from or refrain from Joining any bona fide
labor organization,

6. That all rights, privileges or immunities conferred by such state law shall
exist subject to the power of the legislature to amend or repeal such law at any
time.

Congress then directed that any such state law submitted for approval which
contained these provisions should be approved and certified to the Secretary of
the Treasury. This approval entitles the employers in such state to offset their
state contributions against the federal unemployment compensation tax. All of
these requirements have been complied with by the states.

Nowhere is there any evidence that Congress intended or had the right to im-
pose arbitrary conditions on the state legislatures to enact specific provisions,
such as those contained in H.R. 8282 with respect to:

(1) The method of determining the weekly benefit amount payable to an
unemployed person,

(2) The number of weeks of work required to become eligible for benefits,
(3) The minimum number of weeks of benefits under certain conditions,
(4) The type of disqualifications, and,
(5) The length of time benefits may be withheld following certain types

of separations.
What is suggested in the measure now before you is a long and drastic step

away from what has ever been contemplated in this area-one which is neither
warranted on the record, nor proper under the Constitution.

This effort makes truly prophetic the statement by Justice McReynolds in his
dissent in the Stewart Machine Compan, case. After quoting from Chief Justice
Chase in the case of Texas v. White, 7 Wall 100, to the effect that the constitution
looks to an indestructible Union composed of indestructible states, Justice Mc-
Reynolds concludes:

"The doctrine thus announced and often repeated. I had supposed was firmly
established. Apparently the States remained really free to exercise govern-
mental powers, not delegated or prohibited, without interference by the Federal
Government through threats of punitive measures or offers of seductive favors.
Unfortunately, the decision just announced opens the way for practical annihila-
tion of this theory; and no cloud of words or ostentatious parade of irrelevant
statistics should be permitted to obscure this fact." [Italic added.]

Or, in the words of Justice Butler who also dissented in this case:
"The provisions in question, if not amounting to coercion in a legal sense, are

manifestly designed and intended directly to affect state action in the respects
specified, and if valid as so employed, this "tax and credit" device may be made
effective to enable federal authorities to induce, if not indeed to compel, state
enactments for any purpose within the realm of state power and gecerally to
control state administration of state 14ws." [Emphasis added.]

WHAT THE SPONSORS OF H.E. 8282 CONTEND

The sponsors of H.R. 8282 contend there is a need for this legislation because
the states have failed in their responsibilities in this field.

After you have given thoughtful consideration to the testimony which has
been presented here, we are confident that you will conclude-in the words of the
eminent Justice quoted above-that "no cloud of words or ostentations parade
of irrelevent statistics should be permitted to obscure this fact", that the states
have done a very credible job in this field and should be permitted to continue
without estrangulation by arbitrary federal standards or regulations by the
Department of Labor.

In order to avoid duplication of testimony by other witnesses, I will confine
my remarks to a few aspects of this proposed legislation which adversely affect
my own state and which apply, with equal force, to most other states.

EXPERIENCE RATIO WOULD BE DESTROYED

Grants to States (sec. 2102, p. 23)
The proposed legislation would spell the end of effective experience rating now

operating in all states.
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iet there be no mistake about this. The intention is clear, the method effective.
On page 13 of the statement by the Secretary of Labor before this Committee

on August 9th, it is stated:
"Thus, the uniform 8.1 percent Federal tax is no longer uniform, and the

Federal unemployment tax falls short of its original objective of enabling States
to provide adequate unemployment insurance without fear that other States will
attract industry by lower taxes based on inadequate benefits to workers.

"Under the Bill's benefits requirement and reduced credit provisions, employ-
ers will no longer be able to obtain a tax reduction, and a corresponding advan-
tage over employers in other states, by reason of lower benefits for unemployed
workers in their states."

Now it is well known that this 3.1 percent tax was never intended to be paid
uniformly by all employers, If a state has an experience rating plan-and they
all have--then an employer can get the full 2.7% credit against this 3.1% tax
by earning a lower rate by stabilizing his employment and reducing unemploy-
ment.

Congress has apparently always felt that this was a desirable incentive and
required the states to have an experience rating plan in order for an employer
to be entitled to this additional tax credit.

Experience rating retains the employer interest in the program. This is nec-
essary if abuses are not to run rampant. Administrators of the state programs
have testified before this Committee to the effect that this employer interest is
essential.

In the first place, the employer must furnish the state agency with the wage
and employment information to determine an applicant's eligibility for benefits.
The reason for separation must be obtained from him. Information on job open-
ings and availability of work can only be had from the employer.

Offers of work to previous employees who are unemployed and drawing bene-
fits are made constantly-giving jobs instead of unemployment benefits.

Many illegal and improper claims are brought to the attention of the state
agencies by interested employers which would never be discovered without this
assistance.

Without experience rating this employer cooperation could never be obtained.
It is not our purpose here to labor the subject of "Abuses in Obtaining Un.

employment Compensation Benefits." Many arttcles-and even volumes-
have been written on this problem by those who have investigated this practice.

The conclusion, however, is inescapable, that adequate eligibility tests and
conditions under which benefits must be denied are necessary to prevent the
destruction of the purpose of the program. This is necessary if the integrity of
the system is to be protected and the confidence of the public maintained.

if an unemployment claim is proper, it should be paid promptly and in full.
If tt is improper, it should be denied.

Through experience rating, the information to make this vital decision can
be readily obtained from Interested employers. Without experience rating,
there is no known means of preventing wholesale abuse of the law.

It would be both helpful and enlightening to those in Washington who are at-
tempting to set the stage for the destruction of experience rating if they could
have the experience and responsibility of actually administering one of these
state laws for a time.

A fiat rate tax on all employers-the result of the destruction of experience
rating-would cause the indiscriminate payment of benefits. With the easy
qualifications and practically no disqualifications in this bill, together with the
removal of the policing inherent in a merit rating plan, it is unlikely that any
unemployment fund could remain solvent.

We have seen what happened to the cost of administration of the state pro-
grams as a result of this competition for administrative grants from the De-
partment of Labor.

A few years ago the .3% portion of the federal tax was more than adequate for
financing the administrative expenses of the program. In fact, some $138 mil-
lion were returned to the states under the Reed Act, representing the excess
of this .3 '4 money not used for administrative purposes.

Then.(in 1963, this .3% was increased to .4%. Competition by the states for
more and more money from Washington stopped any further build-up under the
Reed plan. The result was a X3%)% increase in this federal levy to .4%. We
now hear that this .4% is insufficient.

The allocation of this federal administrative money to the states by the De-
partment of Labor has not been without criticism. Charges of discrimination
have frequently been made.
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In the case of my own state, we have only received back out of this tax levy
for adinihistration 4ess than $.57 out of every dollar paid in by Ohio employers.
More fortunate states, such as California, have received $.97 on the dollar. In
fact, last year California received back 104.8% and New York, 106.2% of the
amount they paid in.

Our State Advisoty Council did some research on this subject and unanimously
adopted a resolution:calling on Congress to review this method of allocation of
-administrative grants by the Labor Department. We urged Congress to adopt
legislation providing a more definite and objective method for making these
grants in order toprevent these inequitable results in the future; a copy of this
resolution is included at the end of this statement.

This already!-has been the subject of extensive'comments by members of both
Houses of Congress. Our Senior Senator from, Ohio made some vey lpertinent
remarks on this-subject on the, floor of the Senate on April 30, 1964. Here is
a condition which does demand the attention of the Congress.

Reference to this situation is pertinent here because now you have before you
prolosals which would invite, rather than avoid, competition between the states
in the expenditureof funds to be paid for by a uniform employer's payroll tax.
This time it is for unemployment benefits instead of administrative expenses.

One of the state administrators testified before this Committee that, if ex-
perience rating is destroyed and the state were provided flat rate reductions, this
would really bring about serious interstate competition-the very thing that the
proponents complain about.

This leads to a consideration of the effect of this proposed legislation on the
payment of state benefits.

EFFECT ON STATE BENEFITS

II.R. 8282 Impugns the wisdom and competency of 50 state legislatures in this
field. The bill would impose conditions for the payment of unemployment bene-
fits which these state legislatures have rejected over the years. In fact, some
of the proposals now being made were submitted to the voters in Ohio several
years ago in the form of a referendum and were rejected by almost a two to one
vote.
H.R. 8282 would force the repeal of many eligibility tests and disqualifying

provisions found by state legislatures to be necessary for the prevention, at
least to some extent, of abuses in obtaining benefits.

This bill is devoid of any protection against the Indiscriminate 'payment of
benefits. A few examples here will suffice:

Voluntary quits and discharges lot cause (see. 211, eubsec. 7, p. 45)
Under this bill our state legislatures would be forced to amend Its law and

allow full benefits after a six-week waiting period where a claimant caused his
own unemployment by quitting his job without just cause., The same Is true in
cases of discharge for misconduct-except for the conviction of a crime in con-
nection with his work-in which case a longer period of disqualification may be
applied.

And this exception is meaningless so far as any practical application is con-
cerned. Anyone familiar with employment practices knows the difficulty, the
hazards and the problems involved In prosecuting and securing the conviction of
an employee for an act of dishonesty. It Is rarely dQne. What usually happens
is that lie is dismissed or allowed to resign.

Under this bill, however, until he was convicted, he could draw full benefits
after a six-week waiting period.

Our present law in Ohio denies benefits where the claimant voluntarily quits
without just cause or is discharged for just cause. However, this denial of
benefits is lifted where a claimant takes another job, works six weeks and earns
six times his weekly benefit amount.

In addition, our legislature has just recently amended our law providing, where
an Individual voluntarily quits a job to accept a recall to work to protect his
seniority and other rights under a labor-management agreement, no disqualifica-
tion applies.

Under this bill, our law would not be approved with this provision in It. We
would be required to pay full benefits in all such cases after a six-week waiting
period regardless of the reason for his voluntary quit.
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Reefiusal of an offer of 8111table work (8ec. 211, 8ub8ec. 7, p. 45)
The Ohio law denies benefits for the duration of the resulting unem)loynent

where a claimant refuses an offer of suitable work.
We emphasize that, if the job Is not suitable, no disqualification results. There

are adequate tests I)rescribed so that a fair determination can be made as to the
suitability of the work for the particular claimlant.

Neither is there any disqualification imposed under our law for voluntary
quitting, if the quit Is for just cause. , .....

The reason for separation Is always siibject to review by the Bbsrd of Review,
and an opportunity for a fair hearing afforded if the party aff4eted is hot satisfied
with the decision of the administrators: : I; . I . J :i ,

We submit, these are reaonable and proper conditions for the receipt of belle-
lits. Self-Iml)osed unemployment should ndt be, and never Was intended to be,
compensated undei this program. , .1 "1 " . . I. .

Yet, In this bill, these tests of eligibility in our law would .have to be repealed
by our state legislature if Ohio employers are to receive thetull offset of state
contributions against their federal tax.

Benefits to seasonal workers
The Ohio provision for paying benefits to seasonal workers i4 rooted deep

in the history of our law. ...... . -.
An Ohio Unemployment Compensation Study Commission was appointed in

1931 by the Governor under a Joint Resolution of the legislature,, It was in-
structed to study and report to the legislature the feasibility of a state unemploy-
ment insurance law for Ohio. It male its report in 1932 and recommended a
bill on this subject.

Concern was expressed about the iml act on the fund if benefits were paid to
employees In seasonal industries beyond their regular season. The Commission
felt this type of regularly recurring uneiiploymeut, which was known and ex-
pected by the employee, and which was due to climatic conditions over which
the employer had no control, was not the type of utnemployment that unem-
ployment insurance could properly insure ag.linst.

Tie bill, recommended by the original Ohio Study Commission, therefore, con-
tained a provision respecting seitsonal 'um, oyment which Was Incorporated
practically verbatim In the first Ohio l lw adopted in 1980 and has remained
a part of out- law since that date.

It provided, in effect, that where, because of climatic conditions it is cus-
tomary to operate only during regularly recilrilig periods of less than 36 weeks,
benefits should be payable only during such seasonal period.

After the law had been in effect for several years, the attention of the legisla-
ture was called to the fact that seamen on the Grat Lakes were engaged in em-
ployment over a 40-week seasonal period due purely to climatic conditions affect-
ing transportation on the Great Lakes during the winter months. However, due
to the general provision limiting this special treatment for seasonal periods
of less than 30 weeks, it was necessary for the legislature to enact a special pro-
vision governing the 40-week season for seamen on the Great Lakes.

A witness before this Committee, on behalf of the Lake Carriers Association,
(1iscussed this subject in some detail. The concern o? other employers in Ohio
Is the financial burden to the fund If seamen on the Great Lakes were to be
paid benefits for the 12 weeks each year when they are not actually working.

In many respects It would be comparable to paying school teachers benefits
for the 10 or 12 weeks they are on vacation during the summer. That problem
lIts been solved by paying their yearly salary over a 12 month period.

This Committee has heard testimony showing that the average weekly wage
of seai aen over a 52 week year is about $181.00, the second highest paid industry
in the state; that the number of hours actually worked are not substantially
different that other year-round employees.

If. the legislature is forced to repeal this provision respec,-Ing seamenl, other
employees will be called upon to make up the difference between the benefits
paid out and the contributions paid in by the employers of thee seamen, which
has been estimated as high as $3 million annually.
Benefits to out-of-State claimants (eubscc. 11, p. 46)

Another provision in our law relating to claimants who qualify for benefits
by working for an Ohio employer and then leaving the state, %ould be "struck
down" by the bill now before you.

For several years, Ohio had the distinction of paying the highest average
weekly benefit check of any state in the nation.
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Thousands of claimants would qualify for benefits in Ohio, then leave the
state and file for their benefits from another state. Now we, like our neighbor-
ing states, even though their standards of living in some cases are lower than
ours. But we do not feel that Ohio employers should be forced to finance these
unemployed workers on higher levels than their home states Just because they
come to Ohio to work and then return to their state or residence.

In 1961 alone, Ohio paid $18.7 million in benefits to claimants who qualified
by working in Ohio and then filed from another state. For example, California
$728,900, Florida $908,269, Kentucky $3.7 million, West Virginia $3.3 million,
Tennessee $1.57 million.

In 1963 the legislature provided that in these cases, benefits would be pay-
able at the averageirate being paid to claimants in the other state to which
the claimants chose to remove themselves.

If this bill were to become law, then this Congress would be saying to our
legislature--"No, you may no longer do this--else we will not approve your law
and all your employers will be denied credit for their state contributions against
the federal tax."

When we think of this in connection with the allowance of benefits for volun-
tary quitting, which is allowed in full under this bill after a six week waiting
period, then the full impact of this provision of H.R. 8282 becomes apparent.
An employee could quit an Ohio employer for no reason whatsoever, go to an-
other state where living expenses are much lower, and draw the high unem-
ployment benefits provided in the Ohio law with no deterrent except a six
week waiting period.

INCREASE IN WEEKLY BENEFITS AND DURATION

Neither can a case be made against the states on the ground that their
legislature. have failed to increase weekly benefit payments and the number of
weeks for which benefits can be paid.

A typical example of the consistent trend of increased benefits Is my own state.
We have increased benefits from $15 per week for 16 weeks or $240 in a benefit
year in 1939, to $53 per week for 26 weeks or $1,378 today.

This is an increase of 253% in, the maximum weekly benefit amount, and
474% in the maximum benefits in a benefit year.

The following table shows the frequent times that the legislature has made
these Increases :.,.

thes inreass;.Increases in benefit

I Maximum Maximum Maximum
Year weekly duration benefits In

benefits (in weeks) benefit year

199 ...................... ----------------------------------- $15 16 $240
1941 ---------------------------------------------------------- 16 18 288
1945 --------------- I ---------------------------------------- 21 22 462
1949 .. ----------------- 0....................................... 26 780
1952 -------------------------------------------- ------ -33 26 858
1953 -- _ ---------- r ......... 7 ---------- T -------- 35 26' 910
1955. --------------------------------- I ------- ----------- 39 26 1,014
1959 -----------------....................................... 5---3 26 1,378

Percent increases .......... ............................... 253 62.5 474

Average weekly benefit check versus gross iveekly wage-Ol1do
Not only have the weekly benefits and duration been consistently increased,

but the actual weekly benefit check has increased in about the same proportions
as the gross weekly wage.

The average weekly check has increased from $10.25 in 1939 to $40.06"In 1904,
an increase'of 291%. During this same period, the average gross wekly wage
increased from $2'.91 to $114.00, an increase of 308.5%.
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The following table, using selected years as above, clearly illustrates this

trend:

Average Average
Year weekly gross

benefit weekly
check wage

1939 ----------------------------------------------------------------- $1. 25 $27. i
1944 ...................... ---------------------------------------------- 14.67 48.83
1949 ------------------------------------------------------------------------- 20.60 59.49
1954 -------------------------------------------------------------------------- 29.65 80.02
1958 ------------------------------------------------------------------------- 3.61 9. 00
1964.,., , ............ - .40.06 -,114.00
Percent incr#se ------------------------------------------ ------------ 290.0 308.5

Very lttie, if'any, tax deductions were made from the employee's pay check
in 193,' Today these deductions are substantial. Unemployment benefits are
tax free.

It may also be noted that the average weekly benefit check for claimants with
dependents in 1964 was $47.53.
Increase in average benefit check versus cost-of-living indzea--Ohio

The weekly benefit check in Ohio has increased much faster than the increase
in the cost of living.

In 1939, the cost of living index, based on the 1957-59 averages, stood at 48.4%
for Ohio. In 1964, it was 108.1% an increase of 123%.

'The average weekly benefit check was $10.25 in 1939. It was $40.06 in 1964,
an increase of 291%.

The increase over this period is shown below:

Cost of living Average unemployment
compensation check-Ohio

Year
Cost-of-living Percent in- Amount of Peicent in-

index crease since weekly I crease since
1939 benefit 1930

939--.---------- ..........-. ............. 48.4 0 $10.25 0 0
1944.---- - --------. 61.8 26.6 14.07 43.1
1949 .................... ...................... 83.0 71.5 20.60 101,0
1954 ....................-----------------...... 93.6 93.3 29.65 189.3
1958 ----.. -----....... . ---------- __ 100.7 108.1 83.61 227.9

------ --. --- --- --- --- --- .. .108.1 128.3 40.00 . 290.8

Ohio already bases benefits on 50% of an individual's average weekly wage,
and like 48 other states; pays for a maximum of 20 weeks.

There is no need for federal legislation in this area as proposed in H.R. 8282.

., WEEKLY BENEFITS UNDER H.R. 8282

The Division of Research and Statistics of- the Ohio Bureau has estimated
that maximum weekly benefits in Ohio, exclusive of dependents allowances,
under this bill would be $62 in 1967, $79 in 1969 and $92 in 1971. if the
present $11 dependents allowance is continued, then these week b1nAfits would
be $78 In 1*67, $90 in 1969 and $103 in 1971.'-.. : . . I

Based on a 40 Lour week, this Is $1.82 per hour in 1967, $2.25 per hour in
1969 and $2.57 per hour in 1971. ..

The N11owing table shows the computation of these results:

Average Maximum Maxhnum Maximum Benefits perWYar weekly base weekly dependents weekly hohr-based
, earnings benefit allowance benefits on 40-hour-

S- ," - a-ount week;

164 .......... .............. $115.63 - $42 $11 $53 $1.33
16. -& 4-__ ... n 46.1 3182

19 1.......................... .137.93 92 11 103 2:157
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W1ho pays the piper?
Ohio employers would have to pay an additional $122 million in taxes to

finance the increased state benefits proposed In this bill. Another $52 million
would have to come from Ohio employers to finance the increased federal bene-
fits. A total of $174 million annually.

Who will pay? It is obvious that an increased tax burden of this size must
be passed on in many cases, in the form of higher prices, if an employer hopes
to stay in business.

To the extent this cost is passed on to the consumer, it will be paid largely
by the wage earner, many of whom will in ot be fortunate enough to earn
while working as much per hour as those who are not working receive in
unemployment benefits.

Draining off another $174 million from Oh o employers in additional taxes
unquestionably will Injure the economy of t.ie state. This is money which
could better be spent for expansion and the creation of additional jobs, the
only answer to the unemployment prQblem., It, cannot be spent both ways.

e success of our program in Ohio or encouraging indiistr so it will expand
and create more jobs demonstrates this is a much better and more ,onstructive
approach to the unemployment problem. Punishing the economy by heaping
increased taxes on those who provide the jobs is not the answer. 

Increase in wage base excessive
H.R. 8282 conveniently leaves to the state legislatures. the unenviable job of

passing legislation raising sufficient taxes 6' }hnance the increased state benefits
which its provisions would demand.

Since this is a state responsibility, we believe some latitude should be left to
the states in determining whether an increase in rates or an increase in the
wage base is more appropriate.

The Ohio fund reached a low of about $70 million in Aprl, 1903. The legis-
lature revised the tax rate schedule requiring a rate as high as 4.7% for those
employers with high unemployment experience. At the same time it retained
the $3.000 tax base.

Since that time, the fund has recouped itself until today the balance is $343
million.

Our experience demonstrates that a ' state can adjust its merit rating tax
schedule under the present $3,000 base so as to yield whatever amount is
found necessary.

The arguments about the inequities between high pay employers vs. low pay
employers and high risk employers vs. low risk employers are unconvincing.
In fact, a levy on a per capita basis would be about as equitable as any other,
since in the final analysis this is what a payroll tax amounts to.

If a merit rating plan is working properly, then most employers will find their
tax level between the minimum and maximum rates and pay a tax sufficient to
finance, the benefits which are paid to their employers. This can be accom-
plished under a $3,000 base just as readily as under a $6,000 baaeby applying a
sufficiently wide range of tax rates as Was done in our state.,.

States should be left free to administer own laws
We suggest that federal standards 'continue to be confined to taxable wage

base, coverage, and the other conditions which have been in the federal law
over the years. Additional federal standards are not needed to insure that
proper unemployment compensation laws are kept on the state statutes.

Provisions relating to qualifications, disqualifications, method of computing
the weekly benefit amount and other details should be left to state legislatures
which are much better qualified to decide these issues.

However, once federal standards are finally determined for the states, then
the administration should be left to the states, unhampered and without inter-
ference from Washington.

Determination as to whether a state law contains these requirements can be
made by the Solicitor General's office or other appropriate legal department of
the Government and certified to the Congress and Secretary of the Treasury.

From this point on, the checks and balances which are exercised at the state
level by interested groups such as employee and employer organizations and
advisory councils, as well as Governors, Boards of Review and the Courts, are
sufficient to insure that the law, once on -the statute books, will be fairly
administered.
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Senator TAL-MADGE. Thank you, Mr. Mackey.
Any questions, Senator Williams?
Senator WILLIAMS. No questions.
Senator TALMIADGE. Is Mr. Charles 1I. Taylor of the Virginia Manu-

facturers Association present ?
He has sent a letter to the chairman of the committee, enclosing a

copy of his prepared statement. In his absence at this point I will
insert his letter, together with his testimony, in the record.

Without objection.
(The documents referred to follow:)

VIRGINIA MANUFACTURENS ASSOCIATION,
Richmond, Va., July 15, 1966.

Senator RUSSELL B. LONG,
C airman, Senate Finance Committee,
Washington, D.C.

DEAR SENATOR LONG: To save your Committee time, we are asking that you
receive our statement in support of H.R. 15119 for inclusion in the record.

Sincerely,
CHARLEi H. TAYLOR.

STATEMENT OF THE VIRGINIA MANUFACTURERS ASSOCIATION BEFORE TIlE SENATE

FINANCE COMMITTEE ON H.R. 15119, UNEMPLOYMENT INSURANCE AMENDMENTS

oF 1966, JULY 18, 1966

Mr. Chairman and Members of the Senate Finance Committee, the Virginia
Manufacturers Association presents this statement in support of H.R. 15119,
which has been carefully put together by the House Ways and Means Committee
and overwhelmingly adopted by the House of Representatives. This measure is
the product of long months of exhaustive study by the House and Ways Means
Committee, and a wide and complete variety of testimony from the parties of iII-
terest, including state administrators, the Department of Labor, employee groups.
and employer groups. We strongly urge that this measure be reported without
amendment.

H.R. 15119 adequately provides for all of the demonstrated basic Improvement
needs of our state-federal unemployment compensation insurance program. The
record clearly shows that continuing improvements have been made by the states
to meet the changing economic conditions and that employers have given their
support to accomplish this. We would expect to continue to do this.

Ht.R. 15119 preserves state responsibility and management of this program. It
Is to the credit of the states that they have conclusively demonstrated their
ability to manage their programs responsibly and effectively for the nearly 30
years of their existence.

We are unalterably opposed to S. 1991, the companion measure to H.R. 8282
which was thoroughly evaluated and rejected by the House Ways and Means
Committee. The main thrust of this measure is a federal minimum benefit pay-
ment standard which, in application to the various state systems, would not ac-
complish the results represented. When this feature was thoroughly exposed
on the House side, it was found that it would require federal standards for all
basic features of the program to accomplish a workable federal minimum benefit
payment standard. This would mean complete federalization of our state pro-
grams. Some of the main backers of this legislation have made it clear that
this is precisely the objective.

We hope that it will be your judgment to report H.R. 15119 without amendment.
CiiARLES H. TAYLOR,

Executive Vice President.

Senator TALMADGE. The committee will stand in recess at this point
until 9 a.m. tomorrow morning.

(Whereupon, at 11:05 a.m., the committee adjourned to reconvene
at 9 a.m., Tuesday, July 19, 1966.)
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unemployment compensation legislation since the original legislation
in 1935.

IM.R. 15119 makes provision for the extension of benefits during a
period of recession, either State or national, when it is reasonable
to presume tht most of the individuals who remain unemployed are
in fliat status beattSe of, scarcity of jobs. It protects the crldts of
individuals who leave employment to change jobs where the new job
proves to be of short duration. It encourages training during a period
of unemployment. In Addition, y. raisjjg the taxable wage base, it
will help the Federal pi'ogfrais t6 remain'fiscally sound. H.R. 15119
appears to us te,inooorporate reasonable and sound improvements in
the present,.l wawnd will accomplish a desirable updating of .the orig-inal act, ., .... '

The enaument of H,R. 15119 will result in an increase Ail ,eeeral
taxes to -the' e Syst teleJhenl operating onpanies v 19t7 of
more than $7 million annu~m1 y., Wfi1o w. would naturally prefer
that there be no increase in costs, we do, not object to beariig our fair
share of the burdenl of benefits t,0 those person, invo inta r4: ijyn-
emnloyed. , , ,

WVe also support H.j 1o11 bec1i3se1t reserves tw9 vey Ampodlantl~ri! pr s ,- whlwh are n19w in the e law relating to mploy-
Ient comlpensatioh.(1) !Che federall requirenent, for States to' ,have e 'peirience

rating provi .on if emeployprs/ are to obtain additional credit
agaiinst th Feleral tax, and . .

(2) 'The right of the States to, prescribe disquaificatipns,
xperience tIig pr6yidjs employers Wih, an im ilart,incen-

tive, through i-i reduction of the taxe, ihey' must pay, to avoids far

as possible the creation of unemployment. In other words, by ia in-
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WVth~* u ki e erlence rating, m Any'f riployers would have no mieen-
tire to mini ize unemployment or.to nmake any effort to lrelelet lii
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As mentioned earlier, H.R. 15119 makes material improvements
in the present law while preserving these two basic principles. We
therefore urge its enactment.

Thank you, Mr. Chairman.
(The prepared statement of Mr. Malone, with appendix,

follow:)

STATEMENT OF FRANK AIALONE, PINESIPENT OF SOUTIIERN BELL TELEPHONE AND
TELFG84APxI COMPANY FOR BELL SYSTEM TELEPHONE OPERATING COMPANIES

Mr. Chairman and Members of the Committee:
My name is Fran'k Malone. I am President of the Southern Bell Telephone

and Telegraph Company. I have had 38 years' experience in the telephone
business in various capaelties and I am familiar with its employment problems
and practices.

I appear today on behalf of the Bell System telephone operating companies,
which provide telephone service to about 45,000,000 customers and provide em-
ploymnent foi* more than 600,000 people. In 1iW1 these companies paid $321 1
million In Federal anid State payroll taxes for Unemployment Compensation.

Our reason for appearing today is to indicate our support of I1.1L. 15119
which, if enacted, will be the most important change in Federal UnEmployment
Compensation legislation since the original legislation in 1935.

I.1. 15119 makes provision for the extension of benefits during i period of
r(ession, either state or national, when it is reasonable to presume that most
of the individuals who remain unemployed are in that status because of a
scarcity of jobs. It protects the credits of individuals who leave employment
to change jobs where the new job proves to be of short duration. It encourages
trainilig during a period of unemployment. In addition, by raising 'the taxable
wage brose, it will help the Federal program.n to remain fiscally sound. H.R.
15119 appears to us to incorporate reasonable and sound improvements in the
present law and will accomi)lishi a desirable updating of the original Act.

The enactment of II.R. 15119 will result In an increase in Federal taxes to
the Bell System telephone operating companies by 1972 of more than $7 million
annually. While we would naturally prefer that there be no Increase in costs,
we do not object to bearing our fair share of the burden of benefitsto those
pe-rsons involuntarily unemployed. *

We also support 11R. 15119 because it preserves two very important prin-
ciples which are now in the Federal Law relating to UnempIqyn/eht Com-
pe5stion :

(1) The Federal requirement for States to have experience rating provl-
,sions If employers are to btain additional credit against the Federal tax,

(2) The rtght of the States to'prescribe disqualifications.
Experience rating provides employers with an important incenfire, through a

reduction of tha taxes they must pay, to avoid as far as possible the creation of
unemployment. In other words, by maintaining a stable work force and keeping
layoffs to a minimum, an employer can reduce his unemployment tak costs, Fur-
thermore, it gives an employer an incentive to assist in evaluating claims for
unemploymnt compensation, since it Is the practice In most states to notify an
employer when a former employee applies for benefits. If the employer believes
a claim is unwarranted, he is given an opportunity to present his, reasons therefor.

Witho,,t experience rating, many employers would have no Incentive to mini-
mize utnemployment or to make any effort to prevent unjustified claims.
The States should continue to be permitted to use their own judgment in the

disqur, lification of applicants for unemployment compensation. Included among
presrnt disqualificatimms are those which apply to'an IndiVidual who quits his
job voluntarily, or who refuses a suitable job, or who is unable to work due to
pregintncy or maternity, or who receives retirement benefits wider a private en-
sion plan or under Social Security, or who is discharged for misconduct. The
.xperlence of the States has demonstrated that this type of disqualification is
necessary In order to reserve unemployment benefits for those for whom they
are really intended.

There Is attached to my statement an appendix which sets forth in more
detail our reasons for urging that these important principles in the present law
be preserved.
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As mentioi~d esrller, H.R. 15119 ibakes mate~tal improvements in the present
law while preserving these two basic pgiuciples, Wq therefore urge its enact-
ment.

APPENDIX TO STATEMENT OF FiANk MAL'ONE

Tux F XDRAL. REQu1REMZ4T ,FOB EXPERIENCE RATING PROVISIONS IN STATE LAWS
SHOULD BE CONTINUED

"Experience,, rating" is the arrangement currently in the laws of all States
under which tate tax rates for unemployment compensation tend to vary among
employers in most 'instances in proportion to tho benefits paid to thoir former
employees. Serious proposals have been made (S. 1991 and l.R. 8282) which
would have the Vfect of eliminating experience rating.

Under present law, an employer in any State is allowed a credit against the
Federal tax of, .1% for the amount of State tax he actually pays up to 2.7%.
However, if his State tax rate is less than 2.7% he is allowed an additional credit
for the difference, but only if the lower rate is based on his experience as an
employer "with respect to unemployment or other factors bearing a direct rela-
tion to unemployment risks . . ."-in other words, if the reduction, is base on
"experience rating," This means that under present law the less unemployment
an employer causes, the less tax he Is likely to pay.

By deletion of certain key words in Section 3303(a) of the Internal Revenue
Code of 1954, S. 1991 and H.R. 8282 would change the law to allow a credit
against the balance of the Federal tax on the basis of factors other than an
individual employer's experience rating. Under these proposals, credit also
would be given if the State levied a uniform tax on all employers at a fiat rate
less than 2.7%. 1 .

Simply put, this would mean that regardless of how much of a drain on the
Unemployment Compensation funds a particular employer caused, his tax rate
would be no greater than the rate of those employers who, through careful plan-
ning, minimize unemployment.

VALUE OF EXPERIENCE RATING SYSTEM

Experience rating systems have been in effect in all States for many years.
Usually a State has several tax schedules involving different levels of rates.

The lower schedules, which go into effect when the State reserve Fund is in a
favorable position, prescribe low rates for employers having a good experience
rating and high reserves. Conversely, an employer having a poor experience
rating Is required to pay a higher tax rate tending more nearly to defray the
Unemployment Compensation costs which arise from the operation of his
business,

The Federal requirement for merit rathig was the result of a farsighted
amendment to the Social Security Bill In 193b, which required separate accounts
in the unemployment fund in order for an employer to obtain maximum credit
against his Fedeal tax even though his individual state tax rate was below
2.7%.

The original purpose behind an individual experience rating system was wise,
and its wisdom has been proven during the last 30 years. The -- derlying
philosophy was stated by Senator LaFollette during the debates in _,S5.' The
Senator stated: I

"Prevention of Unemployment is very much 'more Important than compensation
for unemploymentt'

S* * * S *' *

"Under the (ln4ividual experience rating amendment), unemployment coni-
pensation will tend to stimulate the regularization of employment, without which
the reverse effect may :result. (When) employers' must pay the same, rate of
contributions, whether they have much or little unemployment, there is no
incentive at all to reduce unemployment.

Um S * * * *

"Separate reserve accounts furnish a stronger incentive to employers to reg-
ularize their employment. Where an employer is charged with the cost of com-
pensqation payable to workmen he lays off. he naturally will make greater efforts
to avoid having to lay off anyone than under a system where discharges cost
him nothing.. * * *'I

Congressional Record, Vol. 79, Part 9, Page 0300-9361, June 15, 1935.
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There are imaportailt, advantages of experience rating. In the first place it
provides an incentive f6r, employers to stabilize th4il" employment so as to take
advantage f' ensuing lower' tax rates. This, with etreful .planning, is possible
to do in Xaany ,s1tuattos, even in the face of automation or other technolgical

F _eampie, in 'the telephone business when Pnw Inventions,' machines anid
meth~id Oome Along, we ta}e many steps to minimize disruptions of employmqpt.
These changes Often require reassignment of people, necessitating considerable
r"-triifnig, which is provided on company time and at company expense. Alter-

native assignments in other departments and other localities are offered. Where
chah'ges in location aide involved, moving expenses are defrayed by the company.

As a result of all of this very few' regular employees, if any, must be laid off
at the time the new method or machine is made effective.One of the reasons for this exteillve effort to reduce unemployment among

our work force is the incentive to preserve a good experleiice rating.
For instance over a period of the last several years the New Jersey Company

introduced new methods and machines for billing toll messages which, In turn,
reduced the number of employees otherwise required to handle this operation by
approximately 65%. This was accomplished with no layoffs.

The repeal of the Federal requirement for individual experience rating may
very well turn Senator LaFollett's 1935 warning into reality. In his words,
there will then be, for many employers, "no incentive at all to reduce
unemployment."

In addition to the incentive to stabilize employment, experience rating pro-
vides an incentive to the employer to assist in evaluating the merits of a claim.
The practice in most States is to notify the employer when a former employee
applies for benefits. If the employer believes the claim is unwarranted he is
given an opportunity to present his reasons. Although most applications for
Unemployment Compensation are meritorious, there are many applicants who
attempt to obtain benefits because they misunderstand the law or through dis-
tortion or suppression of facts. With employer participation, the State Employ-
nient Office frequently is able to make a more informed decision as to the merits
of the claim.

If the experience rating system is eliminated, there will be little incentive
for the employer to make the effort and to incur the expense of contesting un-
warranted claims.

Therefore, the effect of such proposals would through the partial loss "o
these two advantages--incentive for stabilization of employment and control
of improper claims--increase unjustifiably the cost of the Unemployment Com-
pensation program.

THE STATES SHOULD CONTINUE TO BE PERMITTED TO PRESCRIBE DISQUALIFICATIONS

Another original objective of the Unemployment Compensation law was to
pay benefits to those who are "unemployed through no fault of their own."
In other words, Unemployment Compensation benefits were not established just
to give employees an automatic pqst-employment income.

Unless the objective of paying benefits only to those unemployed through
no fault of their own is to be eroded away, there must be practical and effective
ground rules for determining when benefits should not be paid. Experience
has shown that "disqualifications" are needed. Serious proposals (S. 1991
and H.R. 8282) have been made which would weaken this necessary feature by
effectively prohibiting a state from disqualifying an individual for more than
six weeks except:

1. For a labor dispute.
2. For fraud in connection with benefits.
3. For conviction of a crime arising out of his work.

This proposed list of disqualifications is much too restrictive. Other State
disqualifications are now effective for much longer periods and should continue
to be permissible. Common present disqualifications also apply to an individual
who quits his job voluntarily, who refuses a suitable job, who is unable to
work due to pregnancy, or iuaternity, who receives retirement benefits under
a private pension plan or under Social Security, and who is discharged for
misconduct.

First, as to the individual who quits his job voluntarily. A State should be
able to consider that such an individual is not unemployed "through no fault
of his own." Hie has voluntarily assumed a risk that he may not be able to
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obtain other employment as soon as lie might like to have it. H1 should not be
subsidized simply because he chose to search for a new Job.

Similarly, a State Employment Service should be able to disqualify an
individual who has refused a suitable Job.

A third reason for refusal of benefits now Is, and should continue to be.
Inability to work due to pregnancy or maternity. In some States this reason
for non-payment of benefits for a stated period of weeks is treated as a disqualifi-
cation. The District of Columbia so treats it for a period of twelve weeks. This
Is one of the shorter periods of disqualification for this cause. In certain States
there Is a presumption of Inability to work.

Receipt of private pensions or Social Security benefits is a further reason for
a total or partial disqualification now applied In 33 States.

Without disqualifications applying to those Individuals who receive these pay-
nents, there will be many instances where a retired person will receive more
take home pay than he did while working.

Finally, an employee who has been discharged for misconduct cannot reason-
ably be considered to be unemployed "through no fault of his own." Where the
State employment agencies are satisfied that the employee was discharged for
iiiscoiduct it is entirely reasonable that he be disqualified for unemployment
benefits for a period of more than six weeks.

It is significant that State legislatures have considered these disquaification
problems year after year. All States have some disqualification for voluntary
leaving (See Bureau of Employment Security release, dated May 1963). In 22
States, the disqualification was for the duration of unemployment or longer.
Seven of the 10 most heavily industrialized states, those with over 500,000 manu-
fadturing workers' were in this category, i.e., New York, New Jersey, Penisyl-
vania, Ohio, Michigan, Indiana, nnd Illinois. Massachusetts, another of the
10. In 1963 had a 10-week disqualification period. Wisconsin, which narrowly
misse, this category, cancels all benefits based on employment with the employer
the indlyidual voluntarily left. North Carolina and Texas, which have just
under 500,000 manufacturing employees, had variable periods running up to 12
and 6 weeks, respectively.

Thus the most heavily industrialized States, those with the greatest problems
in this area. had either rejected any limits or had provided periods longer than
G) weeks for the disqualification for voluntary leaving.

Moreover, the trend has been "toward longer periods of disqualification, in-
crease in the reduction or the cancellation of benefit rights and the Imposition
of dis'quallficatlon for acts occurring prior to the period of unemployment for
vhicl compensation Is being sought." '

At the same time that States have been tightening up on qualifications they
have also liberalized benefits. This indicates that those who have had the local
responsibility for the program have been aware of changing conditions and have
been wiiling to increase benefits to those involuntarily unemployed.

CONCLUSION

Over the last few decades the Bell System has constantly taken advantage
of innovation, automation, and technological development. These new ideas,
new machines, and new methods have been Introduced for the purpose of i-
proving and expanding telephone service to the public-not for the purpose
of reducing employment. In fact, the number of employees in our business has
steadily increased. In 1940 we had 275,000 employees, in 1950 the work force
had risen to 523,000, and in 1900 to 580,000. In 1965 we took 100,000 people
out of the labor market.

But the point of emphasis here Is that the emliloyient these companies have
prJvided has been quite stable. In each of the last five years, dislocations of
employment because of the unavailability of jobs have I)een less than one-tenth
of oil( l)ercent of the work force. We believe this performance shows we have
done. and are continuing to do, our part to provide Jobs-and stable employ-
ivmit.

9 Bureau of Census 1962 Annual Survey of Manufacturers.
I From Profnee to a, series of tables through 1963 furnished to the members of the Federal

Advisory Councll on Employnment Security by Bureau of employment Security.
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Since its inception, our national unemployment compensation policy has been
to provide a spur to business to plan for continuity of employment-to reward
the stable employer through the merit experience rating system. We think this
is it the public interest, and we strongly recommend that it be continued and
strengthened.

Senator TALMADOE. Mr. Malone, I notice in your statement, on
gage 1, that your associated companies paid $32,500,000 in Federal and
6tate payroll taxes for unemployment compensation in the year 1965.

On page 2 of your statement you state that that tax will be increased
bv $7 million annually by the -year 1972.
"I)o you have a breakdown on the progressive increase in that

tax? What would be the increase the first year of the bill's appli-
cation?

Mr. MA[ONE. I do not have it with me. I can develop that and
Supply it to you.

Senator 'Ar ,DG. l)o that. I will appreciate it.
Dr. MALONE. I will do it very promptly. However, I wish to call

attention to the fact that the increase of $7 million refers only to the
Federal tax.

(The information requested follows:)

Year by year increase in Federal unempl-yment eompettsation tNes which
would rcqlt from, enactment of H.R. 15119, Bell Sy8tem Telephone Operating
Cow apal ic

Resultant Cumulative
Ireaso in Federal rate dollar anuroal

Year l perwitii) Inease il base increase dollar
(millions) increase

(millions)

1 ...... .... ...,ih i to .......... ... ....... .... --- -------
1967. ......... .... Fro 3.1 to 3.3---------.......------- - ...... .. .$3.8 $3.8
1968 ------.. ...... ............................................ --------.--------------- 3.8
1960 ................ -....................... ---- From $3,000 to $,900 ...... 2.4 6.2
1970 -- - * ----- ------------- 2------ ---------------------------- 6.2
1971 ------ --------- --- --------------- ------- - ------ ------------------ 0.2
1972 ................. I .........- From $3,900 to $4,200 - -.- 8 7.0

Mr. MALr,oE. I might mention, Mr. Chairman, the $32,500,000 is
both Federal and State taxes, whereas the increase of $7 million is
Federal only.
' Senator T.Arix,.FE. Federal only?
Mr. M.ALONE. Yes, sir. I will be happy to break it down.
Senator TI'.arn,. Thank you very much, Mr. Malone.
I appreciate your statement, sir.
Mr. M.LONE Thank you, sir.
Senator T.,MADGE. f see the distinquished Senator from Utah,

Senator Moss.
We are delighted indeed to have you before this committee, Senator

Moss.

STATEMENT OF SENATOR FRANK E, MOSS, U.S. SENATOR FROM
THE STATE OF UTAH

Senatlor Moss. Thank you, Mr. Chairman.
I appreciate the opportunity of coming before this committee. I

have a lief statement that. I would like to read.

10 -1092--.66---17
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I have asked for time to appear personally before you so that I may
give you my views and the views of the people of Utah on the proposed
unemployment insurance amendments of 1966 as passed by the House
in H.R. 15119. Rarely are labor and management in total agreement
on legislation considered by Congress, but this particular bill before
you fEnds these two groups in complete agreement in the State of Utah.

Many businesses in Utah are relatively small in terms of the number
of persons employed. The. pesent law only allows the unemployment
insurance program to apply when the employer has four or more em-
ployees working for him at one time. 'By redefining "employer" to
include anyone who employs a person for 20 weeks during the year or
pays an employee a salary of $1500 per year, many more Utahans will
be qualified to receive benefits rom unemployment insurance than at
present.

Likewise, Utah relies heavily on agriculture as a major income
producer. Because of inadequate rainfall most farmers must irrigate
constantly. It is often necessary to hire additional help to aid in the
irrigation process. These people perform services that are more than
seasonal in nature and their tenure is often year round. Priot law
excludes these and other so-called fringe area agricultural workers
from the benefits of unemployment insurance. The amendments
would bring these people under the act's coverage providing they meet
other State imposed requirements, such as duration of employment.
The passage of this act would therefore be welcomed by farm laborers
throughout Utah.

There are other fields of employment to which the unemployment in-
surance would be extended by this act. Estimates have placed the
figure at close to 15,000 people in Utah who would be qualified to
participate in the extended program.

The bill requires that minimum standards be included in State
laws before benefits will be made available to the States. The Utah
law meets these requirements in each aspect, so that. no further action
would be necessary on the part of the legislature for Utah to be in com-
pliance.

Title II of the bill, which would allow extensions of periods of pay-
ment, under unemployment insurance, could also be incorporated in
Utah with little difficulty. A study based on Utah experience in this
area indicated that the cost of this program to the State would in-
crease its expenditure for unemployment insurance by less than 1 per-
cent. The requirements of title II in regard to State law create no
problem in Utah as the law now exists.'

I would like to urge the committee to i'eport this bill favorably.
The number of people that would be affected and the ease with which
it could be incorporated make the bill very appealing to the State of
Utah.

Senator TALMADGE. Senator Moss, do I understand from your state-
inent that you support the House bill without substantial amendments?

Senator,oss. That is correct, Mr. Chairman.
Senator TAL-tADGE. Any questions, Senator Morton?
Senator MORTON. Senator Moss, you said in your opening senten,,e

or paragraph that in your State botfi labor and management SUpDOrte (
this bill insf6ir as you know. d . .. .. s
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Senator Moss. That is correct. They have called on me and indi-
cated their support.

Senator MORTON. Do you know whether it is national, or is your
knowledge of it knowledge which merely applies to your very pro-
gressive tate V

Senator Moss. It applies only to representatives of my State. 1
have not discussed it with national representatives.

Senator MORTON. Thank you.
Senator TALMADGE. Senator Hartke, any questions?
Senator HARTIE. I have no questions.
Senator TALMADGE. Thank you, sir.
We appreciate your comiing before us.
The next witness is Adm. William C. Mott, representing the U. .

Independent Telephone Association.
You may proceed,

STATEMENT OF WILLIAM C. MOTT, EXECUTIVE VICE PRESIDENT,
U.S. INDEPENDENT TELEPHONE ASSOCIATION

Mr. Morr. Senator, I would like to echo m support of what Senator
Moss had to say and also what my friend, 1 rank Malone, had to say,
because we have companies in the State of Utah which would be af-
fected by this legislation, and they are certainly in support of H.R.
15119.

We also have a good many companies in your State as you know,
and Senator Hartke's State, Indiana, and in Senator Morton's State
as well.

Senator TALMADOE. You represent General Telephone or just the
smaller independents?

Mr. MoTT. General Telephone is a member of our association, and
General Telephone has indicated its solid support of H.R. 15119.

I know that all of the Senators her at present are familiar with our
association, but I think perhaps, for the record, I should state that
we are a trade association representing some 93 percent of the inde-
pendent telephone industry.

The independent telephone industry is about one-sixth of the size
of Bell which, when compared with Bell, makes it rate small, but
we have over 15 million telephones in our industry, which is roughly
about twice as many as they have in the whole of the Soviet Union
to serve sone 230 million people.

Senator T.LM.IXmE. I would say that is a substantial business,
As dlmi rl.

MX~r. Mcrrr. Yes, sir.
Now, as in any trade association, Senator, policy is developed by

going before our board of directors, which is made up of some 36.
peol)le, and there are representatives on our board from your State
and frcm Senator Ilartke's State.

This matter was brought I)efore our board of directors, and they
developed a policy which, of course, sets guidelines for me in appearing
before this committee.

I wouhl just like to read that policy. I will not bother to read
my whole statement. I would prefer just to file that for the record.
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Senator TALMADGE. You may proceed, and your statement will be
inserted in the record, without objection.Mr. Mo'rr. Thank you, Senator.

Our differences with some of the legislation which is pending are
philosophical, and I think the philosophy is stated in this policy of
our board which you will find on page 2 of the statement:

The costs of unemployment compensation should be borne to the extent pos.
sible by those segments of industry which create unemployment. Stable em-
ployment industries such as the telephone business should not be burdened by
taxation to provide benefits to unstable, volative businesses with poor employ-
ment records. To this end the association is opposed to the centralization of
Federal unemployment compensation taxation but favors State programs with
taxation according to experience ratings. The association is opposed to all
forms of abuse of the unemployment compensation program such as drawing
unemployment compensation at the same time as one draws benefits from private
industry and/or government. The association Is likewise opposed to the pay-
ment of unemployment compensation benefits to temporary help. Federal un.
employment compensation programs should be of temporary duration and limited
to recession periods.

Now, we believe that that. philosophy is compatible with the pro-
visions of It.R. 15119, and for that rer son we support H.R. 15119 as it
passed the House of Representatives.

The employment record in our industry, in the telephone industry,
is good, and this in spite of the fact we have experienced great growth.
We have, because of technological change, become very largely auto-
mated in the last 10 years, and, as everyone knows, in the telephone
business, we have a very heavy seasonal demand at the seashore and in
the mountains.

Senator TALMADGE. Admiral, may I interrupt at that point?
Mr. MoTr. Yes, sir.
Senator TALMADGE. You state your industry has become heavily

automated. Do you have as many employees now as you did prior to
automation ?

Mr. MoTT. Yes, and you will find those figures on page 5 of my
statement, Senator.

In 10 years, our segment has varied from 98,000 employees in 1958,
to 107,000 employees in 1965.

In T of the 10 years, the employment figure was either 99,000 or
100,000 employees. In 1964, it Jumped to 103,000; in 1965, to 107,000.
So, it has remained relatively stable in spite of automation, but the
growth, of course, has helped.

I think probably what we are saying in all this, Senator, is that we
have a good recordl as employers, aid we have good employment prac-
tices in spite of the many handicaps of our industry. We feel that em-
ployers of this nature should be encouraged by fair and equitable com-
pensation legislation.

We do believe, in spite of the increases that it would cost, that H.R.
15119 represents that kind of legislation. We have a high but volatile
turnover in our industry, and, of course, the reason for that is that
many of our companies employ young females, and they experience
35 to 40 per-ent :annual turnover in the female category.

The point we want, to make, Senator, is that this turnover is
voluntary and not caued by personnel practices in the telephone indus-
try. Should our industry be penalized by taxation for voluntary
separation such as proposed in H.R. 8282, and S. 1991, it will mean
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that if we continue to hire young females there will be added a cost,
of doing business which will ultimately be paid by the telephone user.

We represent here the telephone users of the country and of our coin-
panies, because taxes would be passed along to them.

Now, emphasis on cost does not mean thfat we oppose the payment
of unemployment compensation benefits. We do not. We believe
that unemployment compensation should be paid to those where the
need exists in overcoming the hardships of involuntary unemploy-
ment. We do not believe the Government should provide insurance
benefits after 6 weeks' deferment for those who voluntarily become
unemployed or who refuse job opportunity or training-in other
words, to reward those who quit as well as those who refuse to try
and train themselves to rejoin the work force.

We cannot agree with the philosophy that one quits his job of his
own free will is converted into the ranks of the unemployed through
no tault of his own simply because he stays unemployed for 6 weeks.

State control of unemployment compensation rates and policy is
good in our experience.

Prior to my testimony before the House W3ays and Means Commit-
tee, we surveyed a substantial percentage of our industry. In the com-
panies involved, we found good liaison between the company and State
unemployment compensation personnel, and this was the point that
Mr. Malone made in his testimony and we would like to emphasize
that. This good liaison between the company and the State unem-
ployment compensation is something we are afraid would be destroyed
under the philosophy of some of these bills. What constituted a le-
gitimate claim for unemployment compensation benefits seemed to be
reasonably well known by our companies and, hopefully, the employees
they dealt with in the State offices, The State authorities could rea-
sonably be expected to be acquainted with the reasons for work force
separations. This is particular true in rural areas which we serve.

For all these reasons, Mr. Chairman, we would like to continue these
existing good practices, and we think they are continued in H.R.
15119.

That completes my statement.
(The prepared statement of Mr. Mott follows:)

STATEMENT OF WILLIAM C. MOTT, EXECUTIVE VICE PRESIDENT, UNITED STATES

INDEPENDENT TELEPHONE ASSOCIATION

SUMMARY

(1) In a regulated industry such as the telephone, taxes are ultimately
borne by the user, not the telephone companies. Since telephone service, a public
utility, is not used uniformly, it should bear only those taxes which constitute a
fair share of its responsibility. It should not bear taxes assessed because of the
poor personnel practices or technical displacements of other industries.

(2) The Independent segment of the telephone industry has established an
enviable record of low state unemployment compensation taxes even though it has
large turnover, wide fluctuations in demand for service and has seen much growth
and automation. This record has been established by prudent personnel prac-
tices.

(3) Employee turnover in Independent telephone companies exceeds 20%
annually. Unemployment claims are less than 3 ol%. The difference between
20% and 3 % includes voluntary separations which would become potential
claims under S. 1991 but not under H.R. 15119. The principal cause of high
turnover is the industry practice of hiring female high school graduates who are

251
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secondary wage earners and who follow the primary wage earner, be it parent
or husband.

(4) The Asociation supports H.R. 15119 because-
(a) It continues experience ratings unchanged.
(b) It provides a program for recession.
(c) It establishes a wage base in an amount to cover those who are most

frequently involved in turnover.
(d) It continues state control of unemployment rates and policy.

Mr. Chairman and Members of the Committee:
I am William C. Mott, Executive Vice President of the United States Inde-

pendent Telephone Association, a trade association which represents over 93 per-
cent of the Independent (non-Bell) telephone industry composed of some 2,400
companies. The members of this Association appreciate very much the oppor-
tunity you have given me as their spokesman to make their views known on a
very important piece of proposed legislation, H.R. 15119.

Int(ependent telephone companies serve over onejhalf the geographical service
area qf the United States. There are two states, Hawaii and Alaska. with
entirely local Independent telephone company facilities. There are substantial
Independent operations in states with relatively high unemployment compensa-
tion taxes such as Michigan, New York, California, Pennsylvania, and indeed
Alaska. There are substantial operations in relatively low cost states such as
Virginia, Iowa and Texas. Our companies operating in 49 ofl the 50 states are
thus familiar with the operations of unemployment compensation law.

Though not as large as the Bell System, our Independent companies have over
100,000 employees with an annual payroll of over one-half billion dollars. One
million stockholders have an investment In our business. The cost of our plant
equipment exceeds six billion dollars and averages sixty thousand dollars per
employee. Our companies paid an estimated one million dollars in federal un-
employment compensation taxes and six million dollars in states taxes last year.

Policy in our Association is developed after deliberation by our Board of
Directors. I was authorized to appear before both the House and Senate in
support of policy on uneinployment compensation legislation as follows:

,"The costs of unemployniont compensation should be borne to the extent possi-
ble by those segments of Industry which create unemployment. Stable employ-
ment industries such aus the telephone business should not be burdened by taxation
to provide benefits to unstable, volatile businesses with poor employment records.
To this end the Association is opposed to the centralization of Federal unemploy-
ment, compensation taxation but favors state programs with taxation according
to experience ratings. The Association Is opposed to all forms of abuse of the
unemployment compensation program such as drawing unemployment compen-
sation at the same time as one draws benefits from private industry and/or
government. The Association is likewise opposed to the payment of unemploy-
ment compensation benefits to temporary help. Federal unemployment compen-
sation programs should be of temporary duration and limited to recession
periods."

Operating under this policy directive I testified before the House Ways and
Means Committee in opposition to a number of features of the bi then under
consideration. H.R. 8282. However, H.R. 8282 was not adopted. Instead the
House approved H.R. 15119 without the undesirable features of H.R. 8282. I
now appear in support of the House-passed legislation.

Tases in a Regulated Industry are a Co,,t of Operation
Telephone service rates are regulated inasmuch as we are :i public service.

Any Increased cost in telephone operations must ultimately be paid by the indi-
vidual subscribers. This includes taxes of all §ort4s. It likewise includes payroll
taxes of suppliers which are reflected in the price of telephone equipment we buy.
Thus, we are concerned with any Increase ili taxes which may be unfair in its
application to telephone users.

Some people have the impression that telephone service is universal. If so,
the taxes assessed upon the telephonetindustry would be paid by everyone, This
is far from the truth. Only 80 per cent of the households and farms In this coun-
try now have telephone service. Twenty per cent, and this concerns those in
the low income bracket, do not have telphone service. We have found that
there is a direct relationship between the cost 6f service and the Incomes of ind-
vidualq. As incomes increase in relationship to local rates, more people take
telephone service, We, of course, would like our local rates to be such as to



UNEMPLOYMENT INSURANCE CE AMENDMENTS OF 1966 253

make telephone service as universal as electricity, water or postal service. For
this reason our Association opposes inequitable taxes of all kinds imposed upon
the telephone industry and the telephone rate payer.

A brief comment on the use of averages In our industry is in order. When we
say that the national average of households with telephones Is 80 percent and
farlns with telephones is 80 per cent this does not give a picture of the wide var-
ation of telephone development that exists in this country. In the areas of high
personal Income and high farm income such as New York, Connecticut and the
)istrict of Columbia, telephone service is almost universal. However, in areas

such as Mississippi and Arkansas, where personal incomes are low and farm
incomes are likewise low, the telephone development is in the order of 60 per cent.

It should be noted, too, that regulation of local exchange telephone rates is on
a state by state basis (except in Texas where municipalities provide the regula-
tion). Thus local exchange rates vary from state to state depending upon costs
of operation. This means that any time any item of cost whether it be a tax or
minimum wage is enforced at the national level, it becomes arbitrary at the
state level. For example, if a Federal tax is used to subsidize some states at the
expense of other states this inequity is imposed on the local telephone rate
structure.

Employment record of our industry is .ood
Our telephone operations in some locations are seasonal because outside con-

struction cannot be economically done in extremely bad weather. People move
frequently and there are peak moving dates. Five out of six telephone Installa-
tions are for existing customers. It is not always economical, as in the case of
water and electricity, to leave the means to provide service (telephone instru-
ments) at all premises. If so, we could merely turn a valve or read a meter
to give service to a new customer. We cannot do this. Considerable work is
usually Involved in a telephone installation. We have seasonal and resort loca-
tions where telephone traffic volume and demand is fluctuating. We are quite
familiar with the seashore and mountain resorts. We have learned to live with
seasonal operations.

Our industry has been facing automation since the first installation of dial
telephone service before the turn of this century. Last year for the first thne
our industry exceeded the 99 per Cent figure for dial operations. We, like our
friends in the Bell System, have direct distance dialing for automation of toll
calling. Our accounting is rapidly changing to data processing equipment.

Employment has remained relatively constant in spite of growth, automation
and seasonal requirements. In ten years our segment has varied, from 98,000
(,Iiployees in 1958 to 107.000 employees in 1905. In seven of the ten years, the
eml)oyment figure was either 99,000 or 100,000 employees. In 1964 'it Jumped
to 103,000; in 1965, to 107.000.

What we are saying is that we are good employers with good employment
practices in spite of many handicaps. Such employers as oilrselves should be
encouraged by fair and equitable unemployment compensation legislation.

We believe H.R. 15119 to be that kind of legislation and therefore support it.

High, but voluntary turnover exists in our industry
About half of the employees of our segment are females. Our Industry makes

a practice of hiring high school graduates for positions in the traffic, accounting
and commercial phases of our business. These are good employees. But they
get married and move with their husbands. Or their families move and they
too must move. Many of our companies experience 35 to 40 per cent annual
turnover in the female category. The point we want to make Is that this turn-
over is voluntary and not caused by the personnel practices of the telephone
company.

We may not like the amount of this turnover but we are realistic enough to
realize that neither company practices nor unemployment compensation regula-
tions keep the young female from marrying or from moving with her parents if
married. Should our Industry be penalized by taxation for voluntary separa-
tions. sueh as proposed in 1I.R. 8282 and S. 1991, it will mean that if we continue
to hire young females there will be the added cost of doing business which will
ultimately be paid by the telephone user.

Our segment of the Industry has low state unemployment compensation taxes.
It is estimated that our companies pay 25 to 3 3 1/ per cent less than the national
average even though some of our largest operations are in the high rate states.
Our surveys Indicate that the total dollars paid In unemployment compensation
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taxes are much less than the unemployment compensation benefits paid claimants
who were formerly employees of telephone companies.

We like H.R. 15119 because it retains experience ratings. Thus we are hope.
ful that our personnel practices will continue to be rewarded by low unemploy-
ment compensation rates. We want to continue to hire without'lenalty of higher
rates, the young female who leaves us voluntarily.
)J.R. 1511 more twarly meets outr policy directive

Mucl of what I have covered l ' is argument for the continuance of experience
ratings. My testimony before the House Ways and Means Committee em.
phasized the additional cost t6 our segment of the industry were experience
ratings'to be abolished. It is estimated that state taxes alone would double or
treble.

Emphasis on cost does not meadf that we oppose the payment of unemployment
compensation benefits. We believe that unemployment compensation should be
paid to those where the need exists in overcoming the hardships 'of involuWntary
unemployment. We do not believe the government should provide insurance
benefits after six weeks deferment for those who voluntarily become unemployed
or who refuse job opportunity or training-in other words, to reward those who
quit as well as those who refuse to try and train themselves to rejoin the work
force. We cannot agree with the philosophy that one who quits his Job of his
own free will is converted into the ranks of the unemployed "through no fault
of his own" merely because he stays unemployed for sfi weeks. When an em.
gloyee leaves a iob voluntarily he, like the entrepreneur who starts a new

business, should assume the financial responsibility of his own actions. Other-
wise; we' believe uncontrollable abuses will arise and the costs will sky rocket.
Today's effort to compensate the involuntarily unemployed will become tomor-
row's problem of supporting those who choose not to work. If the principles of
S. 1991 'and H.R. 8282 are adopted, many people will be provided with sufficient
incentive to remain unemployed while drawing benefits. Such legislation would
be apt to Ihtroduee the custom of sabbatical leaves so well known in the academic
world into the non-academic working force. In fact, under 8. 1991 one wouldn't
have to wait seven years to take a year off.

The United States Independent Telephone Association is In favor of con-
structive Improvements In the unemployment benefit program. We believe as the
result of our telephone operations in forty-nine states and the territory of Puerto
Rico that any changes made In the program should conform to the following
base objectives:

(1) Incentive to employers to provide steady and expanding work should
be nurtured.

(2) Similarly, unemployment compensation laws should encourage work-
ers to seek aid keep employment, and finally

(3) Unemployment compensation shouldbe reserved for the Involuntarily
unemployed and should be based on their essential needs.

If recession comes, and we hope it does not, our ex-enployees should be cared
for. Normally those to be laid off in recession are those in the jobs with de-
creasing work loads. They are primarily the ones with the lower wage rates,
because of 'having the lower seniority or service. If the pattern of the last de-
pression Is followed the salaried employees will be reduced in time worked and
amounts paid. The more ewperlenced, the higher paid workers, will be retained
as long as possible.

The recognition of a recession requirement by H.R. 15119 is good. The coin-
pensation of practically all unemployed in good times and bad under I.R. 8282
and S. 1991 Is unrealistic. The attempt to set national standards in dollar
amounts overlooks the "need" feature and emphasizes the "compensation"
feature.

Since the lower paid employees are the ones initially released in a recession, a
nominal increase in the annual wage base such as proposed in H.R. 15119 is ac-
ceptable. However; we do not see any reason to tie this wage base to social
security. The social security annual wage base is for all employees, not just
for those laid off.

State control of unemployment compensation rates and policy is good. Prior
to my testimony before the House Ways and Means Committee we surveyed a
substantial percentage of our industry. In the companies Involved we found good
liaison between the company and state unemployment compensation personnel.
What constituted a "legitimate" claim for unemployment compensation benefits
seemed reasonably well known by our companies and hopefully the employees
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they dealt with in the state offices. The state authorities could reasonably be
expected to be acquainted with the reasons for work force separations. For ex-
ample, in a predominantly rural state the return of female personnel after
maternity leaves in small offices constitutes a greater problem than in states with
the flexible forces of larger offices. Another example-in connection with the
Florida law which was changed on July 1, 1965, there was recognition of the in-
equity of paying compensation benefits to individuals drawing social security.
We like the close contact that exists between our larger companies and state un-
employment compensation agency employees. We think this works toward im-
provement in state policy.

My Association sincerely hopes that your Committee and the Senate will accept
tile basic principles contained in H.R. 15119. We think it would be a mistake to
return to certain of the proposals contained in H.R. 8282 and S. 1991.

I would lice to extend my personal thanks and that of the Association to the
members of the committee for the courtesy of listening to me today.

Senator TALMADGE. Senator Williams?
Senator WILLIAmS. No questions.
Senator TALMADGE. Senator Hartke?
Senator HARTK. et me ask you: Do you have in your industry

individuals who are retired under -m and who are in i posi-
tion where they, continue to une ployme mIXmsation?

Mr.? Morr. We under nd that tis has been p *ble in certain
States, Senator. WI ier it exists today, I d not kno I think in
some States it does ist, and we are ag as we state i ur boarO
of directors' hilo phy--we, t his i an a of the s

Senator .f Ooat kbttsr~w0
be a vpeoper azct of this ngress

Mr. Monr. e
Senator ioE. Senator nd i ussing at,

and we are peful we can opMe wi so thi oii hat.
Senator. T MADGE. Senator n?
Senator, TN. 0N i s
Senator LxADOGE. T a 11.
The next itnes is r. For Lacey, i of Louisiana B using

and Trade A, nation .I
Mr. Lacey, hairmal Lo wo resi this morn ig,but he Was ca ed to th lte o9. 0 !f

he will regret ot having the e of elm , YO his
committee.

Mr.'ltc r. Ye, sir. I tIle just etuil e rom i vis to his
home State early y terday evenmn

Senator TAT Arm. ' ou may proceed, sir.

S2TAThEET OF FORD)S. COUNCIL Ot BUSINESS
& TRADE

Mr. LACEY. Mr. Chairman and gentlemen of the committee. My
name is Ford Lacey. I am executive vice president of the Louisiana
Manufacturers Association with .headquarters inl Baton Rouge. I
appear here today, however, as a representative for 24 6f our State's
trade associations and employer organizations. , -

Gentlemen, we respeettully request your serious consideration of
the position of Louisiana business, outlined herein, on proposals to
specify Federal and State requirements on employment security and
the taxes to finance them.
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This position is coordinated endorsed, and submitted by the busi-
ness and trade associations of Louisiana named herein, witi member-
ship aggregating some 50,000 businesses.

Position of Louisiana business regarding H.R. 15119, entitled "Un-
employment Insurance Amendments of 1966":

I As part of the testimony and record, we request the privilege
of incorporating the attached document of August 18, 1965, presented
that day in behalf of the Louisiana Business & Trade Associations,
to the Committee on Ways and Means with regard to H.R. 8282 (iden-
tical with S. 1991).

Senator TALMIADGE. Without objection it will be inserted in the
record at the conclusion of your oral presentation.

Mr. LAcF.Y. Louisiana business remains firm in its opposition to
H.R. 8282 and its twin S. 1991. This document was studied at
length by that body to determine whether or not any employment
s&urity amendments would be imposed on the States. Since that
document was filed less than a year ago, Louisiana's fund balance has
grown to $147 million, sufficient to pay annual benefits of $45 million
the highest payout in history) for more than 3 years, if not one single
penny were collected during that time. Meanwhile although the
Louisiana Legislature-labor and management concurring-increased
benefits effective January 1, 1965, the legislature, only 12 days ago, with
labor and management again concurring, increased benefits once more,
effective August 1, 1966. The maximum benefit of $45 per week, now
represents more than 50 percent of the median wage of the vast major-
ity of Louisiana workers.

II. On July 7, 1966 just 12 days ago, the 1966 Louisiana Legis-
lature adjourned sine L, after having been confronted with a recur-
ring attack to, void the principles of its sound employment security
program. Louisiana business and the Louisiana Legislature have con-
sistently preserved the intent of unemployment compensation:

(a) To provide a partial replacement of wages for short-term
unemployment to those unemployed through no-fault of their own,
who are able, available, and willing to work.

(b) To determine unemployment benefits on a sound, economic,
and fair basis both to the worker and to business, without reducing
incentive to work, to retain work, or to seek work, and without
diminishing incentive to employers to stabilize employment.

III. Meanwhile, during the 1966 Louisiana legislative session, the
U.S. House of Representatives, by an overwhelming vote, passed H.R.
15119. Elected representatives of the people in the Louisiana Legis-
lature are well acquainted with the salient provisions of that hUill.
They realize that passage of that measure questions their capacity to
govern and to determine what is best for stable employment and the
welfare and economy of the State, despite their most intimate knowl-
edge of its condition and its people.

Passage of H.R. 15119 is recognized by them as a mandate to the
Louisiana Legislature that:

(a) It must cover certain workers when in its judgment and
consideration over many, many years, there has been and still
is considerable apprehension thiat this can seriously hurt rather
than aid the State's economy:
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(b) It must increase its tax base when there is no foreseeable
need for more funds;

(o) It must extend unemployment benefits beyond 28 weeks
when the U.S. Department of Labor, by application of a Federaf
formula, unaudited, unchecked, and unrealistic advises the regu-
lated State agency to place the extension in effect.

IV. H.R. 15119 imposes an additional minimum Federal annual tax
on Louisiana busine s of $8 million ($4 million immediately), when
during the current year Louisiana business is paying more tan $8
million in Federal tax solely for administration of multiple programs
tacked on and to be tacked on to employment security, many of which
1)rogranis Louisiana business does not thiink necessary.

Louisiana business, in principle, is thoroughly convinced that the
Louisiana Legislature is fully capable and best able to determine the
soundness of its employment security program for labor, for business,
and for the State's well-being. The Louisiana Legislature has most
adequately measured up to its responsibility in this field.

We feel confident that each and every member of the U.S. Senate
Committee on Finance fully realizes how distasteful it, will be to the
Louisiana Legislature and to the legislature of many other States to
be obliged by a Federal law to change their sound employment secu-
rity program to conform to the wishes of individuals and groups who
bear no part of the cost of the benefits or administration of the
program.

Nevertheless, Louisiana busine's is of the considered opinion that
the Committee on Ways and Means and the U.S. House of Representa-
tives did eliminate from the original H.R. 8282 (identical with S.
1991), the most objectionable ard welfare giveaway features that such
bill proposed to impose upon the States.

Moreover, should the provisions of HR., 15119 remain unchanged,
the right will be preserved to the Louisiana Legislature so it could
adjust its present law to conform and effect other changes that would
continue and broaden tme sound program it now has. The right would
also be preserved to the Louisiana Legislature to increase benefits
as needed, when needed, on a fair basis to the worker and to business,
without reducing incentive to work or to seek work, and without
diminishing incentive to employers to stabilize employment.

Accordingly, although Louisiana business is of the firm conviction
that the Louisiana Legislature should not be required by the Federal
Government to change its law. Louisiana business urges the Commit-
tee on Finance and the Congiess of the United States that if any
changes are made they should definitely be confined to the provisions
of H.R. 15119.

This statement is coordinated, endorsed and respectfully submitted
by:
American Rice Growers Cooperative Association.
American Sugar Cane League of the U.S.A., Inc.
Automotive Wholesalers Association of Louisiana.
Baton Rouge Chamber of Commerce.
Chamber of Commerceof the New Orleans area.
Construction Industry Association of New Orleans.
Deen South Farm and Power Equipment Association.
Deep' South Retail Bakers Association.
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Lake Charles Association of Commerce.
Louisiana Automobile Dealers Association.
Louisiana Building Material Dealers Association.
Louisiana Dairy Products Association, Inc.
Louisiana Farm Bureau.
Louisiana Forestry Association
Louisiana Highway and Heavy Construction Branch of Associated

General Contractors of America.
Louisiana Manufacturers Association.
Louisiana Oil Marketers Association.
Louisiana Restaurant Association.
Louisiana Retailers Association.
Louisiana State Chamber of Commerce.
Louisiana Wholesale Grocers Association.
Louisiana Wine & Spirits Foundation, Inc.
New Orleans Steamship Association.
Shreveport Chamber of Commerce.
Shreveport Wholesale Credit Men's Association.

Thank you, gentlemen, for the opportunity of appearing before you
here today.

(The attachment previously referred to follows:)
BATON ROUoE, LA., August 8, 1965.

Ron. WILtra D. MILLS,
Cho itrman, Committee on Ways alnd Means,
U.S. House of Representatives,
Washington, D.O.

GENTLEMEN: We respectfully request consideration of the Position of Louisi-
ana Business outlined herein, on proposals to specify both federal and state
requirements on employment security and the taxes to finance them.

This position is coordinated, endorsed and submitted by the business and trade
associations of Louisiana named herein, with membership aggregating some 50,000
businessmen and women.

POSITION OF LOUISIANA BUSINESS WITH REGARD TO I.U. 8282"OF TIE 89T11 CONGRESS
OF TnI UNITED STATES TITLED--"EMPIA)YMENT SECURITY AMENDMENTS OF 1905"

I. There is no indication of present or future need for the United States
Congress to order the Louisiana Legislature to change the amount or measure
of Its State Unemployment Tax when it is already established to meet the cost
of any foreseeable unemployment benefits.

II. There is no evidence whatsoever that Louisiana's present tax base is In any
way 4 deterrent to increasing benefits.

III. There appears to be no Justification to more than double the Federal
Unemployment Tax in Louisiana to meet the needs of Louisiana's unemployed.

IV. By forcing each state to adopt a federal formula to compute an, average
statewide weekly wage and benefit, H.R. 8282 seeks to preempt the responsibility
of Louisiana's governor and its legislature ih determining what is best for the
general economic good and the stabilization and security of employment for its
citizens.

V. There is no justification to deny the Governor and the Legislature the right
to determine and legislate according to their initiate knowledge of their people,
and continue provisions that will strengthen incentive to seek, to obtain and
to retain employment.

VI. Mandatory extension of coverage of certain groups immediately, and cov-
erage of others specifically planned In this bill as quickly as possible, would over-
ride the Louisiana Legislature which has frequently and seriously considered
the adverse effects this would have on the economy and the employment stability
and security of many groups.

VII. Before changes in federal standards are suggested to Congress, it is
recommended that an Advisory Commission, chosen impartially within and by
each state, be required to study the proposals and make Ji8 recommendation to
the Legislature and to the Committee on Ways and Means.
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1. There is no indication of present or future need for the United States Congress
to order the Louisiana Legislature to change the amount or the measure of
the State Uneniployment Tax, when it is already established to meet the cost
of any foreseeable unemployment benefits

Approximate present balance in Louisiana Unemployment Trust Fund is $124
million, representing 4% of total annual earnings of those covered by the law
and 6.5% of annual taxable earnings. Incidentally, according to the U.S. Do-
partment of Labor, total fund balances in all of the States is $7.137 billion, an all-
time record. ("Unemployment Insurance Statistics," June, 1965, page (s, U.S.
Department of Labor.),

Louisiana's employment security annual tax Income is now approximately
$89 million, while annual benefit cost is now approximately $27 million. Assum-
Ing that the estimates of the U.S. Dopai'tent of Labor of the average increase
in benefit costs of 17% that H.R. 8282 would cause might accidentally apply to
Louisiana, there would still be an annual Increase in reserve funds. Accordingly,
there is absolutely no Justification for the federal government to force the enact-
ment of a revised Louisiana tax system.

Moreover, should Louisiana's unemployment benefit cost double ($54 million
annually), Louisiana's present statute would trigger increased rate schedules
and, on present taxable wages, this would yield a tax income of more than enough
to offset the Increase. In fact, present fund reserve would be equivalent to 2.3
years 'benefit payout at twice today's outgo, without the necessity for any tax
Income whatsoever during that period. Why, then, should the Congress order
Louisiana to Increase its tax base to $5,600 and later to $6,600?

Section 208 of h.R 8282 (for the time being), permits the States to prescribe
"a reduced rate... to a pooled fund," and "reduced rate" is defined as "a rate
of contributions lower than 2.7%." Interpretations of this section vary. Will
only one uniform fiat rate below 2.7% be permitted? Will the Congress "permit"
the Legislatures to prescribe escalated rates according to experience? Regard-
less of the answer, H.R. 8282 forces a clash between management and labor before
each legislature. Depending upon the balance of power prevailing at the time
In a particular legislature, this forced situation creates an unfair advantage for
one or the other. Thereby, the Congress of the United States would be directly
entering into management-labor relations within every State.

In Louisiana the result could be an annual increase in tax of more than $40
million on employers. Particularly since no additional funding is necessary this
would Impose a gross Injustice on Louisiana business. Moreover, the State con-
stitution prohibits a tax increase or an increase in. the measure of a tax without
a two-thirds affrmative vote of both. houses of the Legislature. An edict of the
type prescribed in H.1?. 8282 would be a directive having the elected repre-
s9entatites of the people no choice.
II. There is no Evidence Whatsover that Louisiana's Present Tax Base is in any

wila it Deterrcnt to I nereasing Beneflts
Louisiana's staltute determines weekly benefits on total wages earned in a

calendar quarter and annual benefits are computed on total earnings in a base
period. It has done this for more than 20 years. The tax base has remained
constant at $3,000 maximum, but benefits have been increased by five different
Legislatures durirg that period.

Louisiana weights its benefit formula to provide for aproximately 0%% of
the individual's average high quarter weekly wage in the lower earnings'
brackets. This is appreciably higher than the minimum prescribed in H.R. 8282,
and has been in effect for more than 17 years.

For those whose high quarter earnings average more than $67 per week, a
weekly benefit of 52% is prescribed up to $40.

The individual's taxable wage at no time in more than 20 years had anything
whatsoever to do with the Legislature's determination of either the weekly
benefit amount or its duration.

Financing the benefit is separate and apart. It could be done on a $1,000 tax
base with a higher tax rate except that federal law since 1936 made $3,000
mandatory.

During the past 28 years, 70% of the States have found that they can adequately
finance lnefits, whatever they might be, with a $3.00 tax base. No state, other
than Alaska. among the remaining 30% has found It necessary to extend its base
beyond .44.200 to provide adequate financing.

TT.R. 2s2. in trinciplo, infers that nil NA States are wrong.
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111. There Appears to be no lustifleation to more than Double the Federal Un.
employment Tam in Louisiana to meet the needs of Louisiana's Unemployed

Since 35'States have found that a $3,000 tax base is ample to finance unemploy.
ment benefits, and 14 others have found that a tax base between $8,000 and
$4,200 is adequate, it would seem that the paramount purpose of H.R. 8282 in
raising both the rate and the tax base is to collect more federal unemployment
taxes. The federal government's estimate on this is that its, annual collections
will increase from about $500 million per annum to $1.5 billion per annum.
What is the purpose?

The preamble or purpose of the bill states: "To provide for the establishment
of a program of Federal unemployment adjustment benefits, to provide for
matching grants for excess benefit costs, to extend coverage, to establish Fed.
eral requirements with respect to unemployment compensation, to increase the
wage base for the Federal unemployment tax, to Increase the rate of the Federal
unemployment tax and to provide for a Federal contribution, to establish a
Federal adjustment account in the Unemployment Trust Fund, to change the
annual certification date under the Federal Unemployment Tax Act, to provide
for a research program and for a Special Advisory Commission, and for other
purposes."
: There is no reference in this preamble or purpose to Louisiana or any other
State. Nevertheless, unless Louisiana and the .other States change their laws,
this bill requires the withdrawal of federal administrative funds and additionally
would impose a federal penalty tax on each Louisiana employer up to $178.20
per year for each of his employees. Total federal unemployment taxes from
Louisiana employers could thea amount to approximately $91 million per annum.

On the other hand, should Louisiana conform, the present annual collections
of federal unemployment tax from Louisiana employers would be increased from
approximately $7.6 million to more than $15.4 million annually.

This type of penalty legislation in prior ,federal standards bills was referred
to as "encouraging" the States to amend their laws.

Why is $1.5 billion a year from employers noto requested by the Department
of Labor instead of $500 million now being reoeived from employers?

Under present law the States now, are reimbursed by Congressional appropria-
tions from the federal unemployment fund for the approved administrative ex-
penses of their State's Employment Security Division, including salaries, retire-
ments, rentals, travel, stationery, etc.

During the 28 years of employment security, the State of Louisiana has re-
ceived administrative funds from thta feusrnl government amounting to only
slightly more than half of the net federal totemployment tao collected from
Louisiama employers.

Although the federal unemployment tax computed on present annual taxable
payroll in Lousiana is approximately $7.6 million, the current fiscal year admin-
istrative budget of approved reimbursement by the Federal government for the
Louisiana Division of Employment Security is $5.5 million.

There 18 no doubt that present annual oolleottons of more than $500 million
in federal unemployment taxes is more than ample to meet adlministrative
expenses connected with employment security at both the federal and state levels
and still provide a loanable reserve up to $500 million should any state now have
a financial problem.

Accordingly, the sole purpose of the additional federal tax which H.R. 8282
would impose by increasing both the rate and taie base is to bring the federal
t/overnntent on a permanent basis Into the field of paying unemployment benefits
to anyone and everyone as soon as they have received as mudh as they can from
any State.

In addition to the extra billion dollars to be collected annually in federal
unemployment taxes, the bill provides that up to $1 billion more would come
from federal general revenues, bringing the total close to $2 billion a year to pay
such federal benefits.(a)' Louisiana BusinesR agrees that the community has a responsibility to pro-
vide a partial replacement of lost wages for a reasonable period for those out of
work through no fault of their own, who are able to work, available for work,
and willing to accept multable work at the prevailing rate in the community.
Louisiana's employment Secruity law adequately provides for short-term unen-
ploymnent benefits up to 28 weeks occasioned by local business reversals. That
responsibility has been borne by Louisiana employers for 28 years and they will
continue to meet that responsibility with no help whatsoever, by loan or other-
wise, from the federal government.



UNEMPLOYMENT INSURANCE AMENDMENTS OF 1960 261

(b) Louisiana Business is not unsympathetic to the need for providing essen-
tial living costs of the unemployed who have exhausted their State benefits.
But when a condition of national unemployment may make that necessary, it is
unfair to impose 'the cost on employers who had nothing to do with creating
the national problem. Responsibility for relieving that national problem belongs
to all taxpayers.

(c) Such a national problem does not exist and from all published reports of
the United States Department of Labor, it Is not anticipated In the foreseeable
future. Moreover, under the recently expired federal extended unemployment
compensation program, some $760 million was expended by the federal govern-
inent over a period of two years, or $880 million per year.

(d) Congress refused to re-enact that program. In these times, certainly
there is no need for providing up to as much as $2 billion a year for extended
unemployment.

(e) Congress In the interim has enacted the Area Redevelopment Act, the
Manpower Development Training Act, the Anti-Poverty Program, various train-
ing, and other miscellaneous benefit programs.

Even if a national condition of unemployment develops in the future, Louisiana
Business believes the federal government should finance from general revenues
temporary extensions of benefits and not unfairly impose that burden on thope
who pay wages and who had in no way created a national problem.
IV. By forcing eaoh state to adopt a federal formula to compute an average

statewide wage and bdneflt, H.R. 8282 seeks to preempt the responsibility of
Louitsana's Governor and it legislature in determinnlo what is best for
the general economic good, stabilizatiton and security 'of employment for
its oftizens

H.R. 8282 prescribes:
(a) A formula which every State must use in determining their Statewide

average weekly wage.
(b) That the State's maximum benefit must be no less than

(1) 50% of that average for benefit years beginning July 1, 1907 through
June 30, 1961).

(2) 60% of that average for benefit years beginning July 1, 1969 through
June 80, 1971.

(3) 66%% of that average for benefit years beginning on and after July
1, 1971.

With regard to (a) above-th federal formula to determine the Statewide
average weekly wage:

H.R. 8282 prescribes that all states must use the following definition:
"(5)'Statewide average weekly wage' means the amount computed by the

State agency at least once each year on the basis of the aggregate amount
of wagesq. irrespective of the limitation on the amount of wages subject to
contributions under such State law, reported by employers as paid for serv-
ices covered tinder such State law during the first four of the last six com-
pleted calendar quarters prior to the effective date of the computation, di-
vided by a figure representing fifty-two times the twelve-month average of
the number of employees in the pay period ending nearest the fifteenth day
of each month during the same four calendar quarters, as reported by such
emplloyers."

For a number of years the United States Department of Labor has vigorously
urged the Louisiana Division of Employment Security to sponsor almost identical
legislation in Louisiana. In turn, that division has publicly recommended In
print to the Governor and to ech member of the Louisiana Legislature the pas-
sage of such a bill. The Legislature has refused to adopt 'that federal recom-
mendation.

Applying that formula to the last published figures (Fourth Quarter 1964) of
the Louisiana Division of Employment Security, the Statewide average weekly
wage here would be $102.16. H.R. 8282 then would make Louisiana's maximum
weekly benefit not less than:

(a) $52 (compared with present $40) for benefit years July 1967 through
June 1969

(b) 60% or $62 for benefit years July 1069 through June 1971
(c)' 66%% or $69 for benefit yeais July 1971 and thereafter.

Obviously, the method of computing a statewide average weekly wage pre-
scribed In I.R. 8282 doesn't produce a true average as Indicated below:
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Number of employees

State of Louisiana
Employment Security Actual number

Industry classification Division's average of working in industry
averages as of 15th of

month I

1 ........................................................ 2,839 33 39.1
2 ..................................... ------------------ 43, 417 49,300
3 ........................................................ 4,345 70,900
4 ........................................................ 154,358 157,300
5 ----------------------------------------------......... 7.5,091 84,700
0 -------------------------------------------- ---------- 177,311 196,300
7- ...-- --------------------------------------......... 32,259 40,200
8 --------------------------------------- ------. -2, 533 120, CO)

612,153 728,494

Average weekly earnings ------------------------------- $102. 6 $80.31

I Projected on tmnual basis from table 2, 4th quarter 1014 total wages, publisi,: .'us 105, by Louisiana
Division of Employment Security.

2 Total workers In same industries indicated in Louisiana Labor Market, April 195, by same agency
3 Total not indicated In April 1905 publication, but shown as 3,394 for Septemiber 1964 on total wage report

Almost every employer lists on his quarterly report of total wages more
Individuals receiving wages during the period than the average number of em-
ployees actually on the payroll as of the fifteenth of each month. Accordingly,
the federal formula yields a statewide average weekly wage considerably higher
than a true mathematical average.

Depending upon the distribution of employment in a given state among tile
federal industry classification codes (now adhered to by all state agencies by
federal edict), the use of the formula in H.R. 8282 can be quite discriminatory
to both employers and beneficiaries depending upon the composition of a State's
economy.

With regard to subparagraph (b) above, the question of a reasonable weekly
benefit and what effect on incentive to work might result from Increasing the
maximum have been most carefully weighed by numerous committees and the
Legislature.

It is typical in Louisiana that unemployment claims increase imined lately
following an increase in statutory maximum benefit. Louisiana's m1axilnum
benefit was increased effective January 1, 1965. Despite the fact that there
has been unprecedented employment this year, more claims were filed each
month in 1965 as compared with those filed in the corresponding nionths last
year when employment was below normal.

Testimony year after year before the Louisiana Legislature evidences the
fact that a large number of claimants particularly In several industry classifica-
tions snake themselves unavailable for work as long as their State unemployment
benefits continue.

Increasing that benefit concurrently with eliminating almost all of the db;.
qualifications in State law cannot possibly preserve Incentive to work.

V. There is no Justifleation to deny the Governor and the legislature the right
to determine and legislate according to their intimate knowledge of their
people and continue provisions that will strengthen incentive to seek, to
obtain and to retain employment

H.R. 8282 would make it mandatory for Louisiana to pay full unemployment
benefits to:

(a) Those who quit work for any reason whatsoever
(b) Those who are discharged for misconduct
(c) Those who wilfully impair the rights, damage or misappropriate tie

property, or damage the reputation, of the employer
(d) Those who will not apply for available suftable work or who refuse

such work when offered.
(e) Those drawing private and/or public pensions
(f) Those not available for work because they are drawing compensation

for various training programs.
Louisiana could deny benefits only to:

(a) Those convicted of a crime arising out of work
(b) Those whose unemployment was due to a labor dispute
(c) Those proven guilty of fraud in obtaining benefits
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Louislana's disqualifi(ation ratio Is among the lowest in the nation. (.I jl
according to the record the vast majority of these easily purge th(nuselres of
such disqualifications by returning to work.) Yet 48% of such disqualifications
are for leaving good Jobs for no good reason connected with their work; 20%
are for misconduct on the job and 17% are for not being available or able to work.
("Unemployment Insurance Statistics," page 12, June 1965. U.S. department of
Iabor.)

IR. 8282 would require that all of these receive full benefits from Louisihna.
For the past several years, the U.S. Department of Labor has prevailed upon

the Louisiana Division of Empdoyment Security to recommend vigorously to the
Governor and to the Louisiana Legislature the enactment of almost lentheal
provisions.

The Legislature has consistently refused to adopt those changes because it
believed that unemployment benefits were originally an(l now are Intended only/
for those out of work through no fault of their own, who are able to work, aral.-
able for work and willing to accept suitable work at the prevailing rate in the
community.

Louisiana Busineqs does not believe that government should demand that em-
ployers who paid a worker for 20 weeks work would then be forced to finance an
additional 52 weeks at half pay for that employee for no work regardless of the
the reason for his separation from work and whether he wished to take a Job
in a period of full employment.

In Louisiana, as elsewhere, conscientious workers who must provide major
financial family obligations certainly prefer wages to unemployment benefits.
Prescribed disqualifications havo little, If any, effect on them. Removal of dis-
qualifications, however, would considerably lessen Incentive to work for many
thousands of Louislana employees who have only themselves to support or whose
wages are merely supplemental to family needs.

Louisiana Business Is convinced that It would be grossly discriminatory to
the conscientious worker to force Louisiana to pay tax-free half pay to those who
choose not to work or who become unemployed through their own fault.

The concern Is not only the Increased cost attendant on removal of disqualifi-
cations, but to a far greater extent there Is alarm about the effect It will have on
availability of workers, particularly in a time of rapid and essential economic
growth in Louisiana. Additionally, and In the long run, the most damaging
effect of all, Is the undermining of morale that will be caused by an Increased
and recurring spectacle of benefit recipients who are able but unwilling to work.

Accordingly, the eagerness of proponents of H.R. 8282 to pay increased unem-
ploynent benefits to those who remove themselves from an active labor market
do(es not justify the Congress to deny the Governor and the Louisiana Legislature
the right to retain their employment security provisions which were enacted by
them in. their considered judgment, knowledge and emperlencc to preserve menl-
tire to seek,, obtain and retain work.

1. Mandatory extension of coverage of certain group.s immediately, and cover-
age of others specifically planned in thiis bill as quickly as possible, would
override the the Loulsiana Legislature which ha8 frequently and seriously
considered the adverse effects this would have on the economy and the eni-
ployment stability and security of many groups

Only once in 29 years has the Congress seen fit to violate the Implied agree-
ment that the States would determine their own employment security measures.
That was In 1955 when federal standards were changed to force the states to
cover employers of four or more rather than eight or more.

Fifteen years before such action. Louisiana in Its own judgment had extended
such coverage. Since then thousands of manhours have been devoted to the
study of the economic advisability of further extension by many groups and by
the Legislature. The legislature until now has not found it to be In the best
interest of the state's economy and employment security to cover certain groups.
Some 25 State Legislatures, however, have along the way covered employees in
various and specified groups in accordance with their Judgment of what was bes4t
for the general good In their particular area.

lH.1R. 8282 would deny the Louisiana Legislature and the .9 other States (In.
eluding the 25 which now cover one or more only in specified employment) the
right to determine and legislate according to their judgment and knowledge what
specific inclusion or exclusion would contribute most to the State's own stabill-
zation and employment secturity.

65-092-O66--18
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Certain fundamental principles are basic to the proper functioning of the unem.
ployment compensation system. Demands made on the system will vary from
State to State because of differences in industrial, economic, and social charac-
teristics. What may be sound policy for one State may be unsound for another
In this as well as other programs. It is neither fair nor sound to establish a
standard based upon a high industrial economy for application In a non-industrial
State or a semi-agricultural-industrial community.

As the economy of a State changes, the Legislature recognizes it immediately
and acts to adjust its programs, including employment security, to meet the chal-
lenge of the new economic structure. In principle H.R. 8282 implies that the
Legislatures have not done this and therefore do not have the capacity to deter-
mine what is best for the general good.

The bill provides:
(a) Extension of coverage to certain workers effective July 1, 1966; and
(b) Establishment of Plans as soon as possible to extend coverage to all

groups with first attention to agricultural workers, migratory workers,
domestic workers in private households and employees of States and their
political subdivisions.
(a) Extenion of Coverage to Certain Workers Bffective July 1, 1966

(1) Anyone who pays wages to an individual on any (lay unlesss that
worker is specifically excluded by federal law) would be subject to the tax.

(2) Employees of religious and, non-profit organizations not presently
covered would come under the lAw If they received $15 or more per week.

(3) Agricultural organizations now exempt would no longer be exempt
If in any calendar quarter they used 300 or more "man-hays" of farm labor.
A "man-day" is defined as any day on which a hired persont worked, regard-
less of the time worked.

Examples would be 4 men for 75 days,' or 10 men for 30 days or 30 men
for 10 days or 300 men for one day. Should any of these or other combina-
tions exist in a calendar quarter, the farm or organization would be subject
to tax on all of its employees for the calendar year.

Organizations, now exempt, which would be subject include stock, dairy,
poultry, fruit, fur-bearing animal and truck farms, plantations, rancles,
nurseries, ranges, greenhouses or other similar structures used primarly
for the raising of agricultural commodities, orchards, etc.

(4) Other workers, now exempt, such as agent-drivers, outside salesmen
and similar occupations.

Here again the Louisiana Legislature must have had good and sufficient reason
to legislate for the general economic good of the State and its people and in the
interest of employment stabilization and security. These same measures have
often been proposed and the Legislature in its combinled knowledge and judg-
ment consistently declined to enact them.

Obviously, the Committee on Ways and Means could not le expe('ted to have
the benefit of the many discussions, hearings and (leliberations of Legislative
Committees on this subject year after year for the past decade. Neither can a1
concise sunimnary of all of these now be submitted. However, a few basic objec-
tions to coverage now proposed might afford the Committee a sample oif the
objections in each of the above categories, as follows:

(1) There is no accurate count of the additional small Louisiana ei.
ployers now proposed to be brought under the statute. However, a re(-ent
estimate is about 25,000 small businesses, comprising small service shops,
retail outlets, lawyer, doctor, accounting and non-professional offices and
others with one, two or three employees.

Ordinarily there is little or no turnover except to advance to a better
paying job in these categories. Among the many objections, the tax that
would be Imposed i minor. The major objection is that it becomes iort
difficult to keep employees who are more critically essential in continuous
operations of a small unit when unemployment benefits, particularly where
no disqualifications may be imposed, become greater and greater. This
becomes aggravated when jobs are plentiful and easily secured after benefits
have been exhausted.

(2) A large percentage of employees of religious and non-profit organiza-
tions work sporadically. There has always been a dearth of such workers
in Louisiana. It has been considered bad for Lit economy to encourage
such workers to seek tax-free benefits for 20 weekh nq soon as they have
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worked 20 weeks, thus increasing the dearth of workers in the many worth-
while and even vital services perforined by such organizations.

(3) Various independent groups have made exhaustive studies in various
fields of seasonal work In Louisiana, so that:

(a) In 1962 the Louisiana Legislature unanimously excluded those engaged
for it very short time each year in drying rice.

(b) In 1956, it again overwhelmingly excluded those engaged a very
short time each year in ginning moss and in the handling, care and sale
of nursery stock.

(c) In 1960 the Loulsiana Legislature adopted a seasonal provision
applicable to annually recurring production periods in agricultural related'
production that did not exceed 16 weeks. Workers in those periods can
draw benefits commensurate with their earnings in the posted season.

In each of these cases, studies had been conducted for a long period. Among
the paramount reasons for adoption was that the Legislature was fully con-
vinced that the vast majority of workers engaged in such production did not
have this occupation as their principal pursuit, and that benefits became sup-
plemental to their continuing self-employment income during the non-posted
period. Among such pursuits are fishing, trapping, hunting, truck-farming, etc.

Practically all Louisiana farm owners and operators, to the maximum extent
possible, spread the work of improvement and maintenance to provide continued
employment, outside of planting and harvesting season, for their regular work
force who do not have self-employment.

Considered opinion of thoee groups coordinating good farm management is
that if benefits are made available to such workers, there will be no incentive
to the worker or the agricultural producer to stabilize employment. Inevitably
the taxes paid on the earnings of those workers would be insignificant com-
pared with amount of benefits drawn. A subsidy tax thereby falls on all em-
polyers and government. Vast improvements accomplished during the past
several years In Louisiana in farm connected production management with the
aim of a completely self-supporting industry would thereby be impaired.

Louisiana's dependence on agricultural production is far greater than many
states. The effect of H.R. 8282 on that industry here would be considerably
greater than in those states.

(4) Coverage proposed for agent-drivers, outside salesmen and similar
groups is in effect making unemployment benefits available to the self-
employed. The natural sequel would be to extend benefits to individuals
in Independent trade, occupation, profession or business and obtain the
tax from the businesses they served. Such a bill was submitted in 1964 with
no success to the Louisiana Legislature.
(b) Establishment of Plans to Extend Coverage as soon as PosRible to all

Groups with First Attention to all Agricultural Workers, Migratorl;
Workers, Domestic Workers in Private Households and Employees of
States and their Political Subdivisions

II.R. 8282 sets up machinery to plan to extend coverage as quickly ms
possible to:

(1) All agricultural workers
(2) Migratory workers, who apparently would have no incentive to

work as soon as they had enough weeks of employment to draw full
benefits

(3) Domestic workers in private households, who certainly would b(
sorely tempted by tax-free remuneration for not working

(4) Employees of Louisiana and of all of its political sublivisions.
There are presently 143,000 such employees. Annual comparative em-
ployer unemployment taxes, federal and state, would amount to more
than $31 million to come from any source determined by the Legislature

The coverage of the above, according to the bill, is in the planning stage.
It does not provide for the Louisiana Legislature to have a voice in the deter-
mination other than to provide the tax money.

VII. Conclusion and recommendation
Every proposal made In H.R. 82R2. with the exception of paying federal

unemployment benefits, has been presented time and time again to the Loui-
siana Legislature for its consideration.

The Legislature Consistently Declined to Adopt a Single One of Such Pro.
posals.
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H.R. 8282 would demand that the Legislature now rescind or amend *le
entire structure of its statute, principally among which are: 1t.S. 23:1-i71--
1472-1530-1540-1542-1592-1595--1596--1600--1601-1711-1713.

The result would be a federally dictated law with a Louisiana label.
Louisiana, and presumably every other State, had good and sufficient reason

to enact and subsequently amend practically each section of its law during the
past 28 years. If enacted, the bill could be considered an indictment by the
'ongress of the United States that the Louisiana governorss ami the Legisla-

tures did not then nor do they now have the capacity to govern.
Certainly, the Committee on Ways and Means would find It difficult to fully

evaluate the financial, economic and soeiologicul effects that the mandatory
changes would have on Louisiana. Presumably, the United States Department
of Labor did not properly evaluate thle pOSibll P.ffWti, When it iSSll(i Its (ISil.
mates uniformly to all State employment Security Divisions, to the effect
that the average increase in benelit costs by reason of forimila chhii igt for
high quarter states would be 8% for the first two years, 14% for the next two
years and 17% thereafter.

('OllidellCe of Louisiiana (illiishes yealr after year ili the assummiflols mmid
estimates presented to Congress by the Department of Labor. As an example,
only two years ago that department's estimate for hospitalization for the aged
was that it could be financed by as little as $24 per year per worker. Its
revised estimates this year resulted in the enactment of an additional tax
for that purpose amounting to as much as $105.60 per year per worker.

In fact, Title III-Mscellaneous, Section 801 of H.R. 8282, infers at the
outset that the Secretary of Labor doesn't know the effects. Accordingly, that
section provides that the Secretary, a major proponent, independently name
an Advisory Commission to begin its studies of su(.h effects three years aft cr
enactment and report its findings to him five years after enactment.

In these tihes of relatively full employntI(nt and numerous fed('ral corer-all
programs, there is no urgency for passage of thi type of legislation.

Lotuislana Business respectfully urges the Committee oi Ways and Means to
reject the proposals of Ht.R. 8282 and preserve to Louisiana the right and the
responsibility of legislating in the field of employment security according to
the will of the people.

LOUISIANA BUSINESS RCOMNIS

Enactment of a requirement that an Advisory Commission be established
within and( by each State, comprised equally of members of management, labor
and the public, named in a manner prescribed by its Legislature. Such Com-
mission would be required to stu(ly and timely report Its findings and reconi-
mendations to the Legislature. The Legislature would be required to make
its relrt and recommendations to the House Ways anid .Mealns ('olmlillit ee.
Until that was accomplished no changes in the Federal Unemployment Act
wouhl be proliosed to the Congress.

There are ample funds available In the Federal Unemployment Account to
alp)ropriate stifil(ieut nioney to the States to do this .oll.

Coordinated, endorsed and respectfully submitted by:

American Rice Growers Cooperative Association.
American Sugar Cane League of the U.S.A., Inc.
Automotive Wholesalers Association of Louisiana.
Baton Rouge Chamber of Commerce.
Chamber of Commerce of the New Orleans Area.
Construction Industry Association of New Orleans.
)eop South Farm and Power Equipment Association.

Deep South Retail Bakers Association.
Louisiana Automobile Dealers Association.
Louisiana Building Material Dealers Association.
Louisiana Dairy Products Association, Inc.
Louisiana Farm Bureau.
Louisiana Highway & Heavy Construction Branch of Asso.iated General Con-

tractors of America.
Louisiana Laundry & Cleaners Association.
Louisiana Manufacturers Association.
Louisiana Oil Marketers Association.
Louisiana Restaurant Association.
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LoUlishinit IRetailers Associationl.
Louisiana State Chamber of Commerce.
l,(PiilNtiIllfl W,'holhe l e lt (Irocers A ssoliat ion.
Louisiana Wine & Spirits Foundation, Inc.
New Orleans Steamship Association.
Shrevollrt Wholesale Credit Mnon's Association.
The Waterfront Emlployers of New (Orlean.s.

I Ilcreby ('rtify that the Vositim of Louisiana Business, as outlined In the
foregoing, Ibs bevii coordinatedd aind endorsed by the bsill(ess and I tradle ussO-
clation mnmned above.

Resletfully yours,
L. L. WALTERS,

Coordinator, Council of Louisiana Butsinovs
and Trade Associations.

Selul tt01' 'I',ALNIxAM. Senaut or Williilums?
Senator W mIIAmMS. No (iest ions.
S01001r 'IALMLU)INE. Senllor Glole G
Senators Gor,. No questions.
senator r'lAlX;FJ~. Sellol- ,10oll'?
SellUtor 'MIORTON. I take it front your siatelteltt lthat 'ou do not

want anything, Ibut if you have to take something, you will take the
Ihouse bi11 ; i, that, about it '?

Mr. LACE. That just, about sumnmarizes it; yes, sir.
Senator l'.I'ALINATmw. Thank you very much, Mr. Iacev.
Mr. L.%cEv. Thank you.
Senator 'l'M .AIXiE.'The next witness is Mr. aul P. Henkel, ('ot111-

ell of State Chambers of (1onmmerce.
Yoil Imly proceed, sir.

STATEMENT OF PAUL P. HENKEL, CHAIRMAN, SOCIAL SECURITY
COMMITTEE, COUNCIL OF STATE CHAMBERS OF COMMERCE:
ACCOMPANIED BY WILLIAM R. BROWN, ASSOCIATE RESERCH
DIRECTOR

1'. IENKi, EL. Mr. chairmann 1111(ad ienibers of the Committee.
My name is Paul Henkel. 1 am manager of payroll taxes for Union

Carbide Corp. ad T pil cT m nirian of tle Social Security Committee
of the Council of State Chambers of Commerce. I appear here to(lay
to present the views of that (ommittee and the member State chambers
of comlierce inl the council which have sl)ecifically authorized me to
appear ii) their hehal f and which are listedl at tile enid .this statement.

IAppearing with me today is Mr. William It. Brown, the associate
research director of the ('oilii.

Mr. Chairman, in the interests of time, I will try to abbreviate my
statement and request that the statement and the'atta.chments be in-
eluded in the record is though read.

Senator 'I'TAULM OE. Without objection, they will be inserted in the
record following your oral present. ion.

Mr. 'ImmKEr. Wre are appearing today to urge that your committee
refrain from amending H.R. 15119 by adding provisions of I1.R. 8282
or its counterpart S. 1991 which were rejeted )v the W ays and Means
Commonittee and the I louse of Rel)re sc nitat iv es.* IWe recolmimend that
you give favorable consi(leration to 11.1t. 15119 as passed by the
House.
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At the outset we wish to point out that our statement represents the
broadest positive approach obtainable in reflecting the varying opin-
ions of State chambers of commerce and individual companies, both
large and small. We urge your committee to consider the impolrt of
this broad consensus of the employer community that H.R. 15119
should be approved without further amendment. Surely it is no
secret that employers throughout the country were forced by the ex-
treme provisions of H.R. 8282 to rise up !n protest. It should be
significant, therefore, that business and industry is coming forward
at this time to support H.R. 15119 despite the fact that some of its
important provisions are not consistent with the views of the employer
community.

Senator GORE. May I ask a question there?
Senator TALMADGE. Yes.
Senator GORE. Isn't this the first time that the business community

has given its support to an unemployment compensation bill?
Mr. HENKEL. As a whole bill, sir, perhaps that is true. I would

imagine that there have been previous times where business and in-
dustry have supported portions of a bill.

Senator GORE. I do not raise that as a point of criticism. In the
years that I have been closely associated with this program and this
legislation, I believe this is the first time I have seen this broad, pos-
sible support for a bill to improve unemployment compensation.

Mr. HINKEL. Yes, sir.
Mr. BROWN. If I might add, Mr. Chairman, I believe there was some

legislation some years ago regarding the Reed loan fund which had
general business support, but they have not generally supported Fed-
eral changes. It is quite common for business groups to support im-
provement in State laws at the State level.

Senator GORE. One other point, with respect to your statement: You
referred to the employer consensus; I hope there is an employee con-
sensus that is worthy of consideration.

Mr. HENKEL. Certainly there is, sir, but we cannot speak to that
consensus.

Senator GORE. I was not asking you to speak to that.
Mr. HENxEL. If I might add; sir, we have seen a private opinion

poll which indicated that some 7 or 8 out of 10 individuals do not
favor the Federal Government creating benefit standards for the
States or setting maximum duration.

Senator GORE. You are referring now to the so-called Federal
Standards? r n

Mr. HENKEL. Yes, sir.
Senator GORE. Thank you very much.
Senator TALMADOE. You may proceed, sir.
Mr. HENKEL. H.R. 15119 is, as the Ways and Means Committee said

in its report, "the product of the broadcast and most intense review
this committee has given to the unemployment compensation program
since it was enacted in 1935." This remarkable task, performed with
the aid of the Interstate Conference of Employment Security Agen-
cies, and the overwhelming 374-0 vote of approval in the House,
compel the conclusion that this bill will be generally acceptable to the
public.
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UNDESIRABLE PROPOSALS REJECTED BY THE HOUSE

Of major concern to employers, who are the taxpayers in t his in-
stance are the proposals contained in H.R. 8282 that were considered
hut were rejected, by the Ways and Means Committee. Such pro-posals: (1) Would have permitted the elimination of the "experience

rating" tax system which rewards employers with lower tax rates
for providing stable employment.

(2) Would have imposed Federal standards for the amount and
duration of benefits and for eligibility and disqualification pro-
visions in 'State laws.

(3) Would have established a Federal program for a half year
of extended benefits payable after exhaustion of State benefits and
payable in good times as well as bad times.(4) Would have increased the taxable wage. base to $5,600 in
1967 and to $,600 in 1971.

Employers generally will vigorously oppose any efforts to amend
15119 with proposals such as these. In lieu of presenting, repetitious
information, we respectfully refer your committee to prior testimony
of the Council of State Chambers of Commerce in opposition to these
proposals. This testimony was presented by a panel of five witnesses
and is set forth on pages 992 through 1069 of Volume 3 of the Ways
and Means Committee hearings on 11R. 8282.

CASE NOT MADE FOR FEDERAL BENEFIT STANDARDS

Of prime importance to employers is the fact that the Ways and
Means Committee correctly concluded that the proponents of Federal
benefit standards had not made a convincing case; thus, that commit-
tee rejected theirproposals. We do not believe it is appropriate, nec-
essary, or desirable for State maximum weekly benefit standards to be
set by the Federal Government. We do not agree that Congress can
be the best judge of local needs and circumstances in a given State.
Moreover, any other alternate Federal benefit standard other than
those already suggested, which is computed as a percent of either a
statewide after-tax average weekly wage or an average weekly wage of
all claimants, would still be objectionable as a matter of principle.

We contend that the States as a whole have made substantial prog-
ress in improving benefit levels. There are now some 16 States and
the District of Columbia which have automatic escalator provisions
that increase their maximum benefits as their average wage increases.
However,' there is considerable difference between a State enacting
such a provision on its own initiative to meet the particular needs of
that State and the Federal Government imposing such a provision on'
it and on other States with entirely different needs. Most States con-
tinue to believe that factors other'than average wages should be con-
sidered in increasing maximum benefits. Factors such as "take-home"
pay, increases in the cost of living, and the general economic condi-
tion. in the State are certainly worthy of consideration. Some States
also consider the number of dependents. It would be impossible for a
federally imposed benefit sandard to include all of these factors, as
can now be done on a State-by-State basis.
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It has xen contended that intenrtate Competit ion to keep unem1hploy-
ment eOml)ensation benefits and taxes low has prevented a satisfactory
ilicrease in State maximum weekly benefit amounts among the States.
It has been contended that Federal benefit standards would eliminate
this type of interstate competition and this resulting disparity. The
i)ropo ed maximum weeldy benefit standards in I.R. 8282 and S. 1991
would actually increase the disparity in maximum benefit levels among
the States. In support of this we are attaching a table from American
Enterprise Institute's Legislative Analysis No. 8 dated July 1, 1966.
(See attachnlent I.) You will note that when the table was prepared
last year individual State maximum benefits exclusive of dependency
allowances, varied from a low of $32 to a high of $56 per week. Thus.
there was a difference of $24 between the high and low State. As can
be seen from the projections in the attached table, under the provi-
sions of H.R. 8282 and S. 1991 we could have in 1971 a low of $59 and
a high of $125 or a differene between the high and low State of as
much as $66.

We believe, contrary to the arguments of proponents of H.R, 8282,
that the States have created a satisfactory record for raising benefit
levels as a whole, I I '

From 1939 to 1964, the average weekly State benefit increased by
287 percent. In 1965, some 30 States increased their maximum benefits
either through amendment or operation of an escalator provision.
States that did not have legislative sessions in 1965 are having sessions
this year. In current year, out of 15 States with "regular" legislative
sessions, 7 have thus far enactedincreases in maximum benefits by
legislative action. Two more have increased benefits through opera-
ti n of an automate eAcalator, Of theremwaining seven States with
"regular" sessions tlii sear, foi htMd regular sessions last yetr ; and
increased maximum benefits atthat timp, and at least one more State
may increase their m'axiniiim thisyear. A summary gi+1ng State-

,State legislative changes during 1965 and 1966 is attached. (See
attachments II and TTL Since this summary was prepared, Louisi-
anahas increased its benefits to $45.)'

In light, of the impressive record of State action and assurance that
the States will continue to make major improvements in accordance
with their own needs, the factual case for Federal benefit standards is
very weak indeed. '

OBJECTIONS TO TAXABLE WAOE BASE INCREASES

We believe that if additiontil Federal or State unemployment com-
pensation taxes are needed, they should be raised primarily by an in-
crease in tax rates rather than by an increase in the taxable wage
base.

We believe that the States should not be compelled to raise their
taxable wa9 bases solely because more Federal unemloyment taxes
are needed to finance administrative costs and an extended benefit
program. Tn this respect, we question 'whether employment service
admi nistrative eosts for programs othet than employment com-
pensation should be charged to employers and should 'be financed
from Federal unemployment. taxes. Moreover, we do not, believe it.
has been proved that the States must raise their taxable Wage maxi.
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minus in order to protect their trust. fund reserve positions. In fact,
we believe the States should no longer be required to use the Federal
wage base as a minimum State wagebase.

We do not agree that the unemployment compensation taxable
wage base should conform with the social security taxable wage
base merely to simplyfy tax calculations for the employer. The
advantage of such sinpiification is minimal in comparison to pros-
pective tux cost increases.

We have set forth on attachment IV a: comparison of tax costs
per employee under I[.R. 8282 and H.R. 15119. This basis of com-
parison of the various wage bases is more significant as it applies
to all employers-large and small. You will see that the tax cost
increases under 1I.R. 15119 are far more moderate.

FURTHER OiJEW'IONS TO 1[.1.I 15110

There are provisions in H.R. 15119 with which we are not in agree-
ment; however, we are not recommending changes at this time.

We believe that a State should be left tree to determine the trigger-
point for activating its own recession benefit program. In any event,
we believe that a 3-percent rate of unemployment is too low a trigger
to sgnal a recession period.

We object, as a matter of principle, to the Federal standards re-
maining in H.R. 15119 which prevent (1) the total cancellation of
wage credits, (2) the payment of a second round of benefits without
intervening employment; (3) the alleged discrimination against mari-
time employees and interstate claimants; and (4) the disqualification
of claimants who are undertaking an approved training or retraining
program.

May I reiterate that we are objecting to this in principle as a matter
of establishing Federal standards only. _ _

Thank you for the Opportunity of presenting this testimony, and
we respectfully request that you give favorable consideration to IT.R.
15119 as passed by the House of Representatives.

(The prepared statement of Mr. Henkel, with attachments, follow:)

'STATEMENT OIP PAUL P. AtiJELK.. ON BEHALF OF MJEM0E0 STATIC CHAMBERS OF TIE
COUNCIL OF STATIC CIIAMIVRS OF COMiERCE, Wrlt Razspixr To UNEMPLOYMENT
INSUtANcEI AMRN!)MENTS, H.R. 15119

My name is Paul IHenkel. I am Manager of payroll taxes for Union Carbide
Corporation and Chairman of the Social Security Coimmittee of the Council of
State Chambers of Commerce. I appear here to day to present the views of that
Committee and the member State Chambers of Commerce in the Council which
have specifically authorized me to appear in their behalf and which are listed
at the end of this statement.

I am appearing today to urge that your Committee refrain from amending
H.R. 15119 by aditig provisions of H.R. 8282 or its counterpart S. 1911 whiht
were rejected by the Ways and Means Committee and the House of Representa-
tives. We recommend that you give favorable consideration to H.R. 15119 as
passed by the House.

At the outset I wish to point out that our statement represents the broadest
positive approach obtainable in reflecting the varying opinions of State Chambers
of Commerce and individual companies, both large and small. We urge your
Committee to consider the airport of this broad conensus of the employer coin.
munity that U.R. 15119 should be approved without further anmendment. Surely
it is no secret that employers throughout the country were forced by thw extreme
provisions of IIR. 8282 to rise up in protest. It should be significant, therefore,
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that business and industry is coming forward at this time to support H.R. 15119
despite the fact that some of its important provisions are not consistent with
the views of the employer community.
H.R. 15119 is, as the Ways and Means Committee said In its report, ". the

product of the broadest and most intense review your Committee has given to
the Unemployment Compensation Program since it was enacted in 1935 .. ."
This remarkable task, performed with the aid of the Interstate Conference of
Employment Security Agencies. and the overwhelming 374-10 vote of approval
in the House compels the conclusion that this bill will be generally acceptable
to the public.

UNDESIRABLE PROPOSALS REJECTED BY TIRE HOUSE

Of major concern to employers who pay all of the Federal and State unem-
ployment tax costs, except in three States, are the proposals contained in
H.R. 8282 that were considered, but rejected, by the Ways and Means Committee.
Such proposals:

1. Would have permitted the elimination of the "experience rating" tax
system which rewards employers with lower tax rates for providing stable
employment.

2. Would have imposed Federal standards for the amount and duration
of benefits and for eligibility and disqualification provisions in State laws.

3. Would have established a Federal program for a half year of extended
benefits payable after exhaustion of State benefits and payable in' good
times as well as bad times.

4. Would have increased the taxable wage base to $5,600 in 1967 and to
$6,600 in 1971.

Employers generally will vigorously oppose any efforts to amend H.R. 15119
with proposals such as these. In lieu of presenting repetitious information we
,respectfully refer your Committee to prior testimony of the Council of State
Chambers of Commerce in opposition to these proposals. This testimony was
presented by a panel of five witnesses and is set forth on pages 992 through 1069
of volume 3 of the Ways and Means Committee hearings on H.R. 8282.

CASE NT MADE FOR FEDERAL BENEFIT STANDARDS

Of prime importance to employers is the fact that the Ways and Means Com-
mittee correctly concluded that the proponents of Federal benefit standards' had
not made a convincing case, thus that Committee rejected their proposals.i We
do not believe it is appropriate, necessary, or desirable for State maximum
weekly benefit standards to be set by the Federal Government. Moreover, any
other alternative Federal standard-omputed as a percent of either a statewide
after-tax average weekly wage or an average' weekly wage of all claimants, would
still be objectionable as a matter of principle.

We contend that the States as a whole have made substantial progress in
improving benefit levels. There are now some 16 States and the District of
Colunbia which have automatic escalator provisions that increase their maximum
benefit as average wage increases. However, there is considerable difference
between a State enacting such a provision on its own initiative to meet the par-
ticular needs of that State and the Federal Government imposing such a pro-
vision on it and on other States with entirely different needs., Most States
continue to believe that factors other than just average wages should be con-
sidered in increasing maximum benefits.. Factors such as "take-home" pay,
increases in the cost of living, and the general economic condition in the State
are certainly worthy of consideration., Some States also consider the number
of dependents. It would be impossible for a Federally imposed benefit standard
to include all of these factors, as can now be done on a State-by-,4tate basis.

It has been contended that interstate competition to keep unemployment
compensation benefits and taxes low has prevented a satisfactory increase in
State maximum weekly benefit amounts and so has resulted in substantial
disparity in benefit levels among the States. The proposed maximum weekly
benefit standards in H.R. 8282 and S. 1991 would actually increase the disparity
in maximum benefit levels among the States. In support of this we are attaching
a table from American Enterprise Institute's Legislative Analysis #8 dated
July 1, 1966. (See Attachment I.) You will note that when the table was
prepared last year individual State maximum benefits, exclusive of dependency
allowances, varied from a low of $32 to a high of $56 per week. Thus, there was
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a difference of $24 between the high and low State. As can be seen from the
projections in the attached table, under the provisions of H.R. 8282 and S. 1991,
we could have in 1971 a low of $59 and a high of $125 or a difference between
the high and low State of as much as $66.

We believe, contrary to the arguments of proponents of H.R. 8282, that the
States have created a satisfactory record for raising benefit levels as a whole.

From 1939 to 1964, the average weekly State benefit increased by 287%. In
1965 some 80 States increased their maximum benefits either through amendment
or operation of an escalator provision. States that did not have legislative
sessions in 1965 are having sessions this year. In the current year, out of 15
States with "regular" legislative sessions, six have thus far enacted increases
in maximum benefits by legislative action. Two more have increased benefits
through operation of an automatic escalator which increases the maximum
benefits as average wages in the State increase. Of the remaining seven States
with "regular" sessions this year, four had regular sessions last year and
increased maximum benefits at that time, and at least two more States may
increase their maximums this year. A summary giving State-by-State legis-
lative changes during 1965 and 1966 is attached. (See Attachments II and III.

In light of the impressive record of State action and assurance that the States
will continue to make major improvements in accordance with the needs of the
individual States, the factual case for Federal Benefit Standards is very weak
indeed.

Finally, we do not agree that Congress is in a better position to judge the In-
dividual and peculiar needs of each of the 50 States.

OBJECTIONS TO TAXABLE WAGE BASE INCREASES

We believe that if additional Federal or. ,tate unemployment compensation
taxes are needed, they should be raised primarily by an increase in tax rates
rather than the taxable wage base, . -_.

We believe that the States should not be compelled to raise their taxable wage
bases solely because more Federal. unemployment taxes are needed to finance
administrative costs and an extended benefit program. In this respect, we
question whether employment service administrative costs for programs other
than unemployment compensation should be charged to employers and should
be financed from Federal Unemployment taxes. Moreover, we do not believe it
has been proved that the States must raise their taxable wage maximumA in
order to protect their trust fund reserve positions. In fact, we believe that
the States should no longer be required to use Federal wage base as a minimum
State wage base.

We do not agree that the unemployment compensation taxable wage ,base
should conform with the social security taxable wage base merely to simplify tax
calculations for the employer. The advantage of such simplification is minimal
in comparison to prospective tax cost increases.

We have set forth on Attachment IV a comparison of tax costs per employee
under H.R. 8282 and H.R. 15119. This basis of comparison of the various wage
bases is more significant as it applies to all employers-large and small. You
will see that the tax cost increases under H.R. 15119 are far more moderate.

FURTHER OBJECTIONS TO H.R. 15119

There are provisions in H.R. 15119 with which we are not in agreement; how-
ever, we are not recommending changes at this time.

We believe that a State should be left free to determine the "trigger point" for
activating its own recession benefit program. In any event, we believe that a 30
rate of unemployment is too low a trigger to signal a recession period.

We object, as a matter of principle, to the Federal standards remaining in
H.R. 15119 which prevent (1) the total cancellation of wage credits, (2) the pay-
ment of a second round of benefits without intervening employment. (3) the
alleged discrimination against maritime employees and interstate claimants, and
(4) the disqualification of claimants who are undertaking an approved training
or retraining program.

We thank you for the opportunity of presenting this testimony and respect-
fully' request tbat you 'gf~e favorable c6ios"drati0n to H.R. i519 as passed by
the House of Representatives.
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The following member State Chambers of Commerce in the Council endorse
this statement:

Alabama State Chamber of Commerce.
Arkansas State Chamber of Commerce.
Colorado State Chamber of Commerce.
Connecticut State Chamber of Commerce.
Delaware State Chamber of Commerce.
Florida State Chamber of Commerce.
Georgia State Chamber of Commerce.
Idaho State Chamber of Commerce.
Illinois State Chamber of Commerce.'
Indiana State Chamber of Commerce.
Kansas State Chamber of Commerce.
Kentucky Chamber of Commerce.
Maine State Chamber of Commerce.
Michigan State Chamber of Commerce.
Mississippi State Chamber of Commerce.
Missouri State Chamber of Commerce.
Montana Chamber of Commerce.
New Jersey State Chamber of Commerce.
Empire State Chamber of Commerce
Ohio Chamber of Commerce.
Pennsylvania State Chamber of Commerce.
South Carolina State Chamber of Commerce.
Greater South Dakota Association.
South Texas Chamber of Commerce.
West Texas Chamber of Commerce.
Virginia State Chamber of Commerce.
West Virginia Chamber of Commerce.
Wisconsin State Chamber of Commerce.

ATTACHMENT I

Following table is reproduced froin AEI Analysis No. 14. August 17, 1965
(pp. 14,15) :

Estimated weekly unemployment benefit maximums under proposed standards o1
H.R. 8282 and 8. 1991 (reflecting assumption of oontinuinig inereaes, corre-
8ponding to past 10-year trend, in average weekly wages in employment covered
by unemployment compensation)

Average weekly Maxi-
wage in unemploy- mum Estimated ranges of required

ment compensation- weekly weekly benefit maximums
covered employ- unem- under proposed standards

State ment I ploymentComrpn-
satcon

benefit-
1053 19K3 present 1967 1969 1971

laws

Alabama -------------------------------- $59 $84 $32 $47-49 $CO-4 $70-75
Alaska .--------------------------------- 121 153 45 84-85 104-107 1120-125
Arizona ---------------------------------- 73 102 43 57-60, 72-76 84-90
krkansas- --------------------------- 51 71 38 40-42 51-54 59"4

California -------------------------------- 79 117 65 67-70 84-91 09-109
Colorado --------------------------------- 71 99 51 50-58 70-74 82-87
Connecticut ---------------------------- 77 109 50 61-64 77-82 90-97
Delaware ................................ 76 113 50 64-68 81-88 95-104
District of Columbia.-..-.----------_--- 68 102 53 681 73-79 86-94
Florida ------------------- --------------- 60 88 33 50-53 63-68 74-81
Georgia ................................... 56 82 35 47-49 59-64 69-76
Hawaii .................................. 57 86 60 50-52 63-08 74-81
Idaho ------------------------------------ 65 87 48 48-50 60-63 70-74

See footnote at end of table.

I The Illinois State Chamber of Commerce Is presenting its own testimony, but It to In
general agreement with this statement.
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Estimated weekly unemployment benefit mnawimum8 under proposed standard of
H.R. 8282 and S. 1991 (reflecting assumption of continuing increases, corre-
sponding to pa8t 10-year trend, in average weekly wages in employment covered
by unemployment compen8ation) -Continued

Average weekly Maxi-
wage in unemploy- mum Estimated ranges of required

ment compensation- weekly weekly benefit maximums
covered employ- unem- under proposed standards

State mont I ployinent
compen-sationI
benefit-

1953 1963 present 1967 1969 1971
laws a

Illinois ---------------------------------- $81 $112 $42 $63-65 $79-83 $92-98
Indiana ---------------------------------- 78 106 40 59-1 75-78 87-92
Iowa ------------------------------------- 67 94 49 53-55 67-71 78-83
Kansas ---------------------------------- 72 94 47 52-53 6-67 78-79
Kentucky ------------------------------- 66 90 40 50-52 63-66 73-77
Louisiana -------------------------------- 63 93 40 53-56 67-72 78-86
Maine .................................... 60 83 45 47-48 59-62 68-73
Maryland ------------------------------- 65 94 48 53-56 67-72 78-86
Massachusetts --------------------------- 66 97 45 55-8 70-75 81-89
M ichigan -------------------------------- 89 122 43 68-70 85-90 99-105
Minnesota ----------------------------- 70 99 47 56-68 71-75 82-89
Mississippi ------------------------------ 50 73 30 41-43 55-56 61-67
Missouri -------------------------------- 76 101 45 57-60 72-77 84-91
Montana -------------------------------- 66 91 34 51-53 64-68 75-79
Nebraska -------------------------------- 65 89 40 50-62 03-67 73-78
Nevada ---------------------------------- 78 115 41 65-49 82-89 96-105
New Hampshire ------------------------ 59 85 49 48-50 61-0S 71-77
New Jersey ------------------------------ 78 111 50 63-O& 79-84 2-99
New Mexico --------------------------- 66 92 36 &2-54 66-69 76-81
New York ------------------------------- 78 113 55 64-67 80-86 94-102
North Carolina --- _---------------------- 54 76 42 43-45 54-58 63-08
North Dakota --------------------------- 65 87 46 49-50 61-64 71-75
Ohio --------.--------------------------- 79 110 42 62-64 78-82 91-97
Oklahoma ------------------------------- 70 92 32 51-53 64-67 74-78
Oregon .-------------------------------- 76 101 44 56%58 70-73 81-86
Pennsylvania -------------------------- 70 99 45 56-58 70-74 81-87
Rhode Island ............................. 65 88 47 49-51 62-65 72-76
South Carolina --------.----------------- 57 74 40 41-42 51-53 59-62
South Dakota -------------------------- 62 85 36 48-49 60-63 70-74
Tennessee ....------------------ _----- 61 84 38 47-49 59-62 68-73
Texas ------------------------------------ 68 93 37 52-53 65-08 75-80
Utah ..................................... 66 94 48 53-O 67-71 78-84
Vermont --------------------------------- 63 85 45 47-49 59-62 69-73
Virginia ------------------------ ------ 60 85 36 48-50 61-64 71-76
Washington --------------------------- 76 110 42 62-65 79-04 02-100
West Virginia .............................. 74 100 35 56-57 70-73 81-86
Wisconsin ------------------------------- 75 103 56 57-60 72-76 84-89
Wyoming ................................. 67 91 47 51-52 64-67 74-78

1 Source of data: "llandbook of Unemployment Insurance Financial Data, 1946-03," Bureau of Em-
ployment Security, U.S. departmentt of Labor.

2 Benefit maximums exclusive of dependents' allowance and higher maximums by reason of dependents
that are payable in some States.

NoTE.-The lower amounts of the estimated ranges of required benefit maximums shown In this table are
based on simple extensions of the average dollar amount per year Increases in average weekly wages during
the 1963-63 period. The higher amounts of the estimated ranges are calculated on the basis of extensions
of the average annual percentage increases of 1963 weekly wages over 1953 wages (percentage increase 1953
to 1963 divided by 10). By these methods ranges of assumed average weekly wages in 1967,1969, and 1971
were obtained and the respective ratios of benefit maxinmums to statewide average weekly wages, as pro.
vided in the bill, were applied.



276 UNEMPLOYMENT INSURANCE AMENDMENPS OF 19 6 6

ATTACHMENT 1I

1965 changes in maximunt benefit 1

State

Alafbaia ............
Arkansas -----------
California... .
Colorado ...........
Connecticut .......
flawaii ............
Idaho ..............
Illinois ---------------
Indiana --------------
Iowa ...............
Maine ..............
Maryland ...........
Massachusetts ........
Michigan -----------
Minnesota ------------

From

32
86
55
50

45-67
55
45

38-59
36

30-44
34
46
45

88

To

38
'38
05

60-75
360
2 48

42-70
40-43

349
345

48
5o

43-72
47

State

Missouri.........
Nebraska .--------
Nevada ...........
New ilampshire ....
New York ..........
N o r t h C a r o lin a . .. .. . .
N o r t h D a k o t a . . . . . ..
Rhode Island -------
S o u t h C a r o lin a . . . . . .
Southl Dakota -.......
Tennessee ------------
U ta h . . . . . . . . . . . .....
Vermont -------------
Wisconsin ..........
W yom ing ............

Fr

37.59

011 To

40 45
38 40

57-5 50 41-ill
45 49
50 55
3.5 42
44 2 46

36-48 3 47
38 2 40
34 36
3t) 38
47 J 48
43 445
55 2 54
43 2 47

I Where two amounts are shown it indicates the range in dependent's allowance or variable maximum
States.

I Operation of escalator.
New escalator formulas: 50 percent In Iowa, Maine, and Rhode Island; 66% percent in Hawaii.

ATTACHMENT III

1966 LEGISLATIVE INCREASES IN MAXIMUM UNEMPLOYMENT BENEFITS'

Alaska: From $45 to $55 a week.
Delaware: From $50 to $55 a week.
Georgia: From $35 to $43 eff. 7/1/66 and $45 eff. 7/1/67.
Kentucky: Escalator provision-from $40 to $45 (est.).
Maryland: From $48 to $50.
Virginia: From $36 to $42.

STATES AUTOMATICALLY ESCALATING MAXIMUM UNEMPLOYMENT BENEFITS WITH
AVERAGE WAGES 2

Arkansas
Colorado
Dist. of Columbia
Hawaii
Idaho
Iowa

Kansas
Kentucky
Maine
North Dakota
Rhode Island
South Carolina

I New Jersey and Louisiana still may Increase benefits this year.
2 Maximum benefits increase automatically each year as average wages increase.

Utah
Vermont
Wisconsin
Wyoming
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ATTACHMENT IV

Effects of S. 1991 and H.R. 8282 on maximum tax payable by employers, per
employee (using selected experience rates for State unemployment compensa.
tion tam)

If the State unemployment compensation tax rate Is.... ..... 0.1 0.5 1.0 2.0 2.7
percent percent pereet iereent percent

EState tax ................... $3.00 $15.00 30. 00 $0.00 $81.0

Maximum taxable wage at 10.4 percent Federal tax.......... 12.00 12 00 12 00 12.00 12.00
present, $3.000' - _

IMaximum tax per em ployee .... 15.00 27.' 42.00 72.00 C3. 00

IStAte tax ...........------- -5.60 8.00 56)0 0 I 11200 111.20
Maximum taxable wage, J0.55 percent Federal tx ......... 30.80 30.80 30.80 30.80 30.80

1967-70, $5,600 - -_______
IMaxitnum tax per employee. _. 38.40 "8.80 86.80 142. 9 182.0(JO

IState tax ... ............ . 6.00 33.0 6600 132.00 178.20
Maximum taxable wage, J0.55 percent Federal tax ........ 36.30 36.30 36.30 36.80 3).30

,Mumum tax per employee ..... 42.90 130 168.30 214.50

1971 tax as a percent of 198 tax ........................... 206 257 2 234 231

1This assumes that the State taxable wage base is the same as the Federal base of $3,000 per employee, as
it is in most States. The following States currently have a State taxable wage base higher than $3,000:
Tennessee, $3,300; Delaware, Hawaii, Idaho, Massachusetts, Michigan, Oregon. Pennsylvania, Rhode
Island, Vermont, West Virginia, and WisconsIn. $3,800; Nevada, $3,800; California. $4,100: Utah, $4,200;
Minnesota, $4,800; Alaska, $7,200.

Effects of H.R. 15119 on maawimum tam payable by employers, per employee
(using selected experience rates for State unemployment compensation tax)

If the State unemployment compensation tax rate Is. .......... 0.1 0.5 1.0 2.0 2.7
percent percent percent percent percent

State tax ................... $3.00 $15. 00 $30.00 $60.00 $81.00

Maximum taxable wage at 10.4 percent Federal tax .......... 12.00 12.00 12.00 12.00 12.00present, $3,000't.........1 .- - I
IMaximum tax per employee.. . o 27.0 42.00 72.00 93.00

8Stteta..........3.00 1500 30.00 60.00 81.00
Maximum taxable wage, 10.6 percent Federal tax ......... 18.00 18. 00 18. 00 18. 00 18.001967-08, $3,000' ......... 1 Mxmm a e emloe -..... ____

IMaximum tax per employee. 21.00 33.00 48 00 78.00 99.00

-Statetax .................... 3.90 1.0 39.00 78.0 W 105.30
Maximum taxable wage, J0.6 percent Federal tax ......... 23.40 23.40 23.40 23. 40 23. 401969-71, $3,900 .......... 1] . l

IMaximum tax per evaployee..... 27.80 42.W 02.40 101.40 128.70

tat t . ......... .20 21.00 42.00 84.00 113.40
Maximum taxable wage, J0.6 percent Federal tax .......... 20 25.20 25.20 25.20 25.20

1972on, $4,200 ............. IMaximum tax per employee. 29.40 40.20 67.20 109.20 138.6

1972 tax as a percent of 1966 tax ............................... 196 :171 160 152 149

I This assumes that the State taxable wage base is the same as the Federal base of $3 000 per employee,
as It Is in most States. The following States currently have a State taxable wage base higher than $8 000:
Tennessee, $3,300; Delaware, H1awaii, Idaho, Massachusetts, Michigan, Oregon, Pennsylvania, Rhode
Land, Vermont. West Virginia, and Wisconsin, $3,600; Nevada, $3,800; Callfornia, $4,100; Utah, $4,200;
SJinesota, $4,800; Alaska, $7,200.

Senator TALMfADGR. Senator Williams?
Senator WILLTAMS. No questions.
Senator TAIMADGP. Senator Gore?
Senator GORE. Yes, Mr. Chairman.

* How many States, to your knowledge, have disqualification pro-
visions with respect to misconduct or voluntary quitting?

Mr. HENKEL. Sir, according to the latest publication of the Bureau
of Employment Security that I have in the'voluntary quit area, there
are 24 States that disqualify for good cause cozinected with work.
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There are, in connection with a discharge for misconduct, 18 or 20
States, 18 States, that postpone benefits for a fixed number of weeks.
There are 24 that postpone benefits for a variable number of weeks,
and 24 that disqualify for the duration of the unemployment, sir.

Senator GORE. Thank you, Mr. Chairman.
Senator TALMADGE. Senator Morton?
Senator MORTON. I see on page 7 of your statement that some 28

States or the State chambers of some 28 States endorsed your state-
ment.

Mr. HENKEL. Yes, sir.
Senator MORTON. Which means that some 22 States are not associ-

ated-
Mr. HENKEL. There are 32 members of the Council of State Cham-

bers of Commerce.
Senator MORTON. I see.
Mr. HENKEL. There are some States that dovnot have State chain-

bers of commerce, and for that reason it is 28 out of 32.
Senator MORTON. Your own company operates in a good many

States. To your knowledge-and this is just a question of your opin-
i6n and knowledge on the subject-would most of these, the business
community in most of these, States, that (1) are not members of
your association and (2) that did not see fit, those members that
did not see fit to go along-on this statement, wouldit 'be implied that
their position' is similar to that which the gentle'm~an fr'om Louisiana
stated earlier this morning, that if there is to be a bill, they would
p refer th is b ill? ' I.. .

Mr. HENKEL. I think it would be a fair statement, sir, because,
from my personal knowledge, this has been the general impression
and the general feeling of most business concerns and those in in-
dustry with whom I have talked.

Senator MORTON. '-How many States does your own company operate
in?

Mr. HENKE,. We operate in 48 States, sir.
Senator MORTON. Forty?
Mr. HENKEL. Forty-eight, sir.
Senator MORTON. Forty-eight States.
Mr. HENKEL. To varying degrees, of course.
Senator MORTON. Don't take a payroll away from Kentucky.
Mr. HENKEL. I might say that the Union Carbide Corp. position

is four-square with this.
Senator MORTON. That is all.
Senator TALMADO. Thank you very much, sir.
The next witness is Mr. Matt Triggs, representing the American

Farm Bureau Federation.

STATEMENT OF MATT TRIGGS, ASSISTANT LEGISLATIVE DIREC-
TOR, AMERICAN PARM BUREAU FEDERATION

Mr. TRIOOs. Thank you, Mr. Chairman.
I would like to use my time to read our summary statement, which

is the first page, and then request that the balance of our statement
be incorporated in the record.

Senator TALMADGE. Without objection, the balance will be inserted
in the record, Mr. Triggs. ' : ' ... '. . : ' .
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Mr. Tiuoos. At our last annual meeting, the voting delegates of the
member State farm bureaus approved the following policy recoi-
mendation:

We favor retention of experience rating policies and the preservation of State
responsibility to determine eligibility and benefits. The inclusion of farmwork-
ers would be impractical because of the temporary character of most such em-
ployment and the large number of multistate workers involved.

We are therefore in general accord with the revisions made by the
House of Representatives and incorporated in H.R. 15119 and must
oppose the provisions of S. 1991.

Since many witnesses will deal with the issues of experience rating
and State responsibility and only a few with the proposal to cover
farmworkers, we will limit our testimony to the latter issue.

Most farm labor employment is temporary and seasonal. Most
hired farmworkers are not regularly attached to the labor force.
Sixty-eight percent of the hired farmworkers worked less than 75 days
a year as farmworkers and averaged 23 days of farm employment
(1964 data). During the balance of the year most such workers were
students, housekeepers, unemployed, retired, operating their own
farm, et cetera. Very few of this group of workers would become
eligible for unemployment benefits, but unemployment taxes would
nevertheless be collected in connection with their employment if em-
ployed by a covered. employer. This would be particularly typical of
States in the northern half of the country where the period of farm la-
bor employment is relatively short.

Thirty-two percent of the hired farmworkers worked more than
74 days a year as farmworkers. A substantial percentage of such
workers who were employed by covered farm employers would become
eligible for unemployment insurance benefits. To the extent that lim-
ited experience and studies provide any basis for a conclusion, it ap-
pears that, if employers of this group of workers were taxed on a 3-
percent-of-payroll basis, benefits paid to such workers.would be three
to five times tax revenues, and quite probably more, thus representing
a heavy drain on the unemployment insurance funds of many States.
This is the reverse of the situation described in the preceding para-
graph, but would be particularly true of the States in the southern
half of the country where the period of farm labor employment is
long enough for many farmworkers to become eligible for benefits.

About 5 percent of the farm labor force consists of interstate migrant
workers who work for a series of employers in two or more States.
Many such workers would become eligible for unemployment benefits
since migratory Workers usually work more weels per? ear' tan local
seasonal farmworkers. This would involve major problemss of ad. in-
istrationi, of enforcement, of determination relative to eligibility'lor
and amounts of benefits, of interstate transfer of record ,iand of divi-
sion of the. costs of benefits among the States in which such workers
were employed. .. ;

I think I should take a minute to comment on the modifiedproposal
reilatie to farinworker coverage presented to this committee ygecre-
tar. Wirtz on July 1"..

.Secretary Wirtz suggested that coverage be extended to farmers
who report at least 50 workers for OASDI purposes but only for those
workers who had wages of at least $300 in a calendar quarter.

65-992---66-19
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The Secretary said that this modified proposal was made to meet
some of the objections presented with respect to the Department's
original proposal.

t appears to us that the same objections would be applicable to the
revised proposal as were applicable to the original proposal even
though applicable to a great reduced amount of employment.

It would still be true that a large percentage of the covered farm-
workers would not acquire eligibility for benefits even though payroll
taxes were paid by covered employers.

It would still be true that in States where substantial numbers of
workers worked sufficiently to establish eligibility for benefits, that
because of the temporary and seasonal character of most such employ-
ment, the benefits paid would exceed by several times the amount of
taxes paid in connection with such employment.

It would still be true that a substantial percentage of those with
sufficient employment to qualify for benefits would have an employ-
ment history of employment by a series of employers in two or more
States with all the problems this involves of acquiring data to deter-
mine eligibility for and amounts of and the duration of the benefits, and
the sharing of the costs by the States involved.

It would also be true that since it must be assumed that farmers
payroll taxes would be at the maximum rate that a major incentive
would be created to accelerate mechanization of farm operations so as
to reduce employment below the covered level.

It does not appear to us that this modified proposal has been the
subject of very careful economic analysis that would warrant serious
legislative consideration.

hank you very much, Mr. Chairman.
(The balance of Mr. Triggs' statement follows:)

SUPPORTING FACTS

It was orginally proposed in H.R. 8282, and is proposed In S. 1991, that any
farmer who employed 800 or more man days of labor in any quarter would be
required to pay state and federal unemployment taxes with respect to all farm
labor employment, and that such employment would be included in determining
the eligibility of workers for benefits

Understanding of the impact of the proposal to extend coverage to farm
workers involves consideration of the nature of the farm labor force and the
farmer-worker relationship, which is summarized briefly below:
The number of farmwoorker8 is deolining

Total hired farm labor employment is declining rapidly due to advances in
new technology, a critical shortage of available farm workers, and increasing
regulatory complications relating to the employment of farm workers. Annual
average hired farm labor employment has been as follows:
1980-....------.....-- - -- - -- - -,19 0,0001940 -------------------------------------------------- 2,679,000

1950 ------------------------------------------------- 2,320,000
1960 ------ --------------- ----------------------------- 1 869, 00W
1964 -------------------------------------------------- 1, 604, 000
1965 ------------------------------------------------------------ 1,482, 000
1966 estimate - 1,355,000

lBased on comparison of first 6 months of 196 with same period of 1965.
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Farm labor employment is highly 8easo~nal
A second major feature of the farm labor force is its seasonal variation, as

illustrated by the following monthly data for the United States from USDA
reports for 1965:

(Thousands of hired farmworkers.]

January --------------------- 745 July ---------------------- 2,350
February -------------------- 842 August - --------- 2,036
March ---------------------- 972 September ----------------- 1,978
April ---------------------- 1, 825 October -------------------- 1,749
May ----------------------- 1,642 November ------------------ 1, 148
June ---------------------- 2,276 December -------------------- 770

The seasonal variations in a state will usually show stronger contrasts than
for the United States as a whole. Thus in 1964 farm labor employment in Mich-
igan varied from 18,000 at the lowest point in December to 80,000 at the peak
In July.

So far as the individual farmer is concerned the variation in employment for
most seasonal crops will be even greater than for the state. Typically, producers
of fruit or vegetables may not employ any workers during most of the year, but
at harvest time employ 10 or more workers for a period of several weeks.

Most farmworkers are not attached to the regular work force
A third pertinent feature of the farm labor situation is that most workers

employed by farmers who produce crops with high seasonal labor requirements
are not a regular part of the labor force. This feature of the farm labor force
is indicated in a recent USDA publication, "The Hired Farm Working Force
of 1964." This report estimates the distribution by length of employment as
follows:

Average duration of employ.
Number of ployment

Duration of employment in agriculture workers

Farm Nonfarm Total

Less than 24 days ......................................... 1,369,000 9 53 6225 to 74 days ----------------------------------------------- 924,000 44 39 83
75 to 149 days --------------------------------------- 413,000 108 2 133

150 to 249 days ------------------------------------------ 326,000 198 14 212
250 days or more ........................................... 31,11 332

All workers ..........-------------------------------- 3,370,000 8 38 118

The first two groups listed in the above table, 2,293.000 workers or 68 percent of
all farm workers, averaged only 23 days of employment in agriculture and 50
days of employment outside of agriculture.

It should also be noted that, short term as most farm labor employment is, as
Indicated in the above table, the average duration of farm labor employment Is
getting shorter. "Not only is agricultural employment declining, but also farm
jobs for hired workers are becoming of increasingly short duration." (Quoted
from page 121 of "Farm Workers, A Reprint from the 1966 Manpower Report,"
U.S. Dept. of Labor.)

So, even if it is assumed that 100% of the farm labor employment were to be
covered-and even if it is assumed that all of the non-farm work engaged in by
farm workers were covered-about 68% of all farm workers would never become
eligible for benefits because the total of their covered employment is insufficient
to establish eligibility. Since neither of these assumptions is correct the actual
percentage of farm workers who would not become eligible for benefits would be
much larger than 68%.

That most farm workers are not a regular part of the work force is also
indicated by the fact that the 3,370,000 persons who did some farm work during
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the year, included 2,140,000 whose chief activity during the balance of the year
is reported as follows:

Not in labor force:
Keeping house ------------------------------------------ 548,000
Attending school -------------------------------------- 1, 122, 000
Other nonlabor force ------------------------------------- 155, 000

Total -------------------- ----------- 1820,000
Farmers or unpaid farm family labor ---------- ----------------- 218,000
Unemployed ----------------------------------------------- 9 000

Total - ------------------ ---------------------- 2,140,000

Numbers of farmvworkers employed by individual farmers

The 1959-Census of Agriculture (Volume II, Chapter IV, Table 4) estimates the

numberof farmemployers who employed specified numbers of workers as follows:

Number of. Number of
farms report- workers
ing employ- employed
•ment of-

1 or more workers --------------------- -------------------- :.------------- 547,611 1, 584,153
1 hired worker-----------------------------------------------803, 178 303,178hired~~~~~ ~ ~~ wokr....................... ... ......... 276 2,7

hired workers ................... -.......................- .- 112,786 225, 572
3 or 4 hired workers ---------------------..................... - ............ 507 2,32,52
5 to 9 hlrod workers ................--------------- --------- -.---------- 38,177 238,555
10 or more hired workers .................-......... ---------------------------- 23,9 584,266

This data is only indicative since (1) the data reported is for the week prior

to the date the census enumeration was taken and may not repersent an average
situation and (2) the number of hired farm workers has declined 31 percent
since 1959.

Migratory workers
Although most hired farm workers are local people, there are a substantial

number of migratory farm workers, estimated by the U.S. Department of Labor
In "Farm Labor Market Developments," as follows:

Employment of migratory farm4vorkers, 1964

Intrastate Interstate I Total

lanuaiy -------------------------------------- 20,684 '16,416 37,100
;February 18, : .... ' 037 1e,472 '33,50
March--------------------------------------15, 16"'M9 84,025

-7 are---i-- .. 21,864 .22,659 44, 523
36,813 66, 100,571

Jurie----------------------------- ---------------- 7,835 180,886 29,171.... . ..............~ ~..... .......... . ........... .. 7 '": 19 7

August ---------- 7_ ------ 70,840 .158,422 229,262
September 61,335 140,580 201, 915
O tober.. ------ ---------.... 60, 281 100,649 180,930

November --------------------------------------------------- 83,806 9,266 59,079
December .-- ------- ,14 19,588 . -45,722

1Includes from.10,to 9000 oontroot workers trom Puerto Rico.

Xperiiuce with& farm worker -overage:
The only state, with, any slgnifkant, experience With the coveragege 'of -farm

workers by unemployment insurance is North Dakota., The No th, Dakota
statutes, permltvoluntry covergo rof workers employed: by farmers on approval
of the, state: agency -administering the j bingtif. The, state agency' Will: not
approve applications for farmers producing a crop involving seasonal labor.
Even though this eliminates seasonal workers, and even though the payroll
tax is several times as much as for non-farm employers, the benefits paid to
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such farm workers have been over twice the tal collections. The following

information is from the North Dakota Unemployment Compensation Division:

1960 '1961 1962 1963 1904 1965

Number of units ------------------------------------ so 11162 153 13 13

Average tax rate, percent -------------------- - 5.95 6.15 5.82 .85 5.83 6.63

Average benefit rate - -_.- . --------- 5.64 13.06 10.05 16.07 16.17 15.17

Ratio - -------------------------- --------------- 9 2.12 1.78 2.75 2.78 .29

utimulative experienwe, 1960-65
Contributions --------------......------------------------- --------- ----- ---- ---------------- .$106,152
Benefits ----------------------------------- ----------------------------------------------- $227,579
Ratio, benefits to contributions ------------------------------------------------------------------ 2.16

Costs, percent of taxable payroll ------- ---- _--------------------------------------------- ... 13.01

During the 1965 spring session of the California legislature consideration was

given to bills to extend unesnployment, insurance to agricultural workers., The

Director of the California Department of Employment, testifying relative to

bills favored by the Governor, reported Wto the Assembly Committee taht the pro-

posal would return annual employer contributions, at a flat 32% payroll tax, of

about $24 million, that annual benefit payments would be about $75 ndllion, and

that the deficit to the state fund Would be about $50 million a year .

Conclusions relating to prose4 coverage' of f mwrier' b' unemployment

insuricet
1. Most farm Workers ' rd temporary,' shot term workers, .did dire not a Part

of the regular work force except when employed in agriculture. * .

2. In many cases farm workers would not acquire, eligibility for benefits be-

cause the number of days of employment or earnings from deployment would be

insufficient. Of those who are employed less than 75 days' (48 percent of the

total), only a small percentage would qualify.' An additional substantial num-

ber of workers would not qualify because they work for non-covered employers

or for a mixture of covered and non-povefed "employers, or are self-employed

when not working: as hired farm labor. Yet unemployment tax collections would

be made from covered farmer employers in connection with all such employment.

3. Because of the seasonal character of most farm labor employment, most of

those workers who would acquire eligibility for benefits resulting from their farm

labor employment would become withdrawing benefcliAries and would receive

benefits for an extended period of time, This would represent a particularly

heavy burden on the unemployment Insurance funds of states with comparatively

long periods of available farm employment, such as in Florida and California.

This, of course, is the, direct opposite of the situation reviewed in 2 above.

But both situations would exist depending on the length of employment provided

and the nature of the particular segment of the work force in an area. Most

farm labor employment would fall into the one group (i.e., tax collections but no

benefits) or the other group (i.e., benefits far outrunning tax collections).

4. The migratory farm labor force would constitute a particularly difficult

administrative problem. Although reciprocal Interstate agreements provide for

exchanging data and sharing of benefit costs with respect to multi-state em-

ployment-the extension of coverage to the many multi-state workers in agri-

culture would represent a complex and difficult administrative problem,

5. A major protection of unemployment Insurance funds is that most workers

want to get'another job as soon 'as they can. In the case of many farm workers

the Incentive to do so would be much less (1) because they are not and do not

want to be a part of the permanent work force and (2) because. most available

farm work Is temporary. For'example, a worker In Florida who has acquired

eligibility for benefits would be less inclined to follow his customary practice of

going north for employment in New York, Indiana, or elsewhere., - : '...

6. Another major protection of unemployment insurance funds is that em-

ployers seek to avoid abuses to improve their e perience ratings. In the case of '

farmer coverage the incentive to self-police tle 'program would be eliminated

because the benefit cost ratio of most farmers would be so heavily in a deficit-

position that they could not expect to improve their experience ratingP,.
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7. Major problems of eligibility would be created. For example, let us assume
a worker was employed for 15 weeks harvesting citrus fruits for 3 farmers in
Florida, 10 weeks harvesting vegetables for 2 farmers in Pennsylvania and 1 week
picking apples in Virginia; and then returns to Florida, where he applies for un-
employment insurance because he can find no farm work in Florida. He could
have continued to pick apples in Virginia for another 6 weeks. If we assume that
all employers are covered employers, is he eligible for benefits in Florida and how
are the costs of these benefits to be shared among the three states? Or, for
example, a resident of Memphis, Tennessee participates in "day-haul" employ-
ment in Tennessee, Arkansas and Mississippi, working a total of 150 days for 40
different employers in 8 states. He turns down an offer of a permanent job In
Arkansas, and applies for unemployment insurance in Tennessee where he asserts
that he can obtain no employment. Is he eligible for benefits? If so, how are
the records to be gotten together, and how are the costs of benefits to be allocated?

Senator TALMADGE. Senator Williams?
Senator WILLIAMS. Mr. Triggs I understand that you would prefer

the enactment of the louse bill without any substantial changing
amendments; is that coir.ct?

Mr. TRicas. This is correct. I should state that there are many pro-
visions in the House bill with respect to which we simply do not have
policy. Let me say that there are no provisions in the bill that we
would feel we would have to vigorously oppose. .

Senator WmiAMs. That is what I was meaning. From the stand-
point of agriculture you had no objection to the provisions as they
are incorporated in the House bill?

Mr. TiGs. That is correct.
Senator WILLMS. Thank you.
Senator TALMADGE. Senator Gore?
Senator Morton?
Thank you very much, Mr. Triggs.
Mr. TRIGos. Thank you very much, Mr. Chairman, and members of

the committee.
Senator GORE. Mr. Chairman?
Senator TALMADO. The Senator from Tennessee.
Senator GORE. I have the pleasure of having a very distinguished

constituent in this committee room who is scheduled to testify next
Monday but who, up to now, because of the situation prevailing in the
airlines, has been unable to get a reservation to return.

I would ask the indulgence of the committee that I may introduce
him out of order, for him to make a preliminary statement, with the
understanding he will be accorded the privilege of submitting a fuller
statement for the record.

Senator TALMADOE. Without objection, that will be done.
The next two witnesses; were Mr. Clarence Mitchell and Mrs.

Geraldine Beideman. If they have'no objection, we will be delighted
to take the distinguished witness from Tennessee at this point.

Senator GORE. Mr. Chairman I would like to present Mr. Weber
Tuley from Nashville, Tenn., a friend of mine of very long standing,
a very reputable and highly recognized lawyer who represents a num-
ber of interests in Tennessee.

Senator TALMADGE. We are delighted to have you at this time,, Mr.
Tuley. You may proceed at will.
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STATEMENT OF 0. WEBER TULEY, NASHVILLE, TENN.

Mr. TuLlY. Thank you very much, Mr. Chairman.
I regret the necessity for this interruption of the hearings by this

conunittee. I will have a statement sent to the committee for filing
in the record.

Senator TArLMADOE. Without objection, the statement will be re-
ceived and inserted in the record.

Mr. TuL'x. Thank you, Mr. Chairman. It will be substantially
along the lines presented by others here representing the business com-
munity, except that it will be confined almost exclusively to a rebuttal,
if I may cal 1it that, to the proposals made by Mr. Wirtz relating to
the 1 to 13-week disqualification for voluntary quits and misconduct
discharges. We have some facts and figures on that subject which we
think will be of interest to the committee, and my statement will be
confined almost exclusively to that subject.

Thank you very much.
Senator TALMADGE. Thank you.
Senator GoRn. Would you be able to supply additional copies to the

clerk of the committee to mail to the offices of each member of the com-
mittee?

Mr. TULrY. Yes, sir.
Senator WILLIAMS. Mr. Tuley, may I ask a questionI
Do you support substantially the House-passed bill as it passed

without amendments?
Mr. TuLEY. Yes, sir, without amendments.
Senator TALMADGE. Senator Gore, any questions?
Thank you, Mr. Tuley.
(The prepared statement of Mr. Tuley was received, and follows:)

STATEMENT OF C. WEBER TULEY, ON BEHALF OF T NNESSEE MANUFACTURERS
AsSOCIATION

Mr. Chairman and Members of the Committee, myname is 0. W. Tuley. I am
a resident of Nashville, Tennessee and occupy the position of Executive Vice
President-Secretary of the Tennessee Manufacturers Association on behalf of
which organization this statement is submitted. The Tennessee Manufacturers
Association is a General Welfare Corporation chartered by the State of Tennessee
in 1912. It is an Association essentially of business operating in the State of
Tennessee engaged in manufacturing, processing and mining., Its membership
is composed of some 1,000 firms employing an estimated 90% of the labor force In
the state engaged in the classifications of industry described. Association policy
is formulated by an elected Board of Governors of 51 members together with
past presidents as ex officio members. The position and views to be expressed
hi this statement are fully supported by long standing formally adopted policy
of the Association on the subject to be covered. To further demonstrate my per-
sonal interest in the subject I should like the Committee to know that for many
years I have had the honor of serving as a member of the statutory State Ad-
visory Council of the Tennessee Department of Employment Security.

I should like to express deep appreciation to the Chairman, the Committee and
its Council for making it possible for us to file this statement in lieu of personal
appearance as generously granted for July 26th which appearance appeared to be
impossible because of transportation difficulties resulting from a current strike of
certain airline personnel.

As set out in my letter requesting permission to present our views to the
Committee on the subject now under consideration I wish to offer support of H.%.
15119 and to oppose amendments to it which have been proposed during the course
of the hearings.
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Proposals for amending the Bill have been presented by the Department of
Labor through the testimony of the Honorable W. Williard Wirtz, Secretary of
Labor. Secretary Wirtz proposed numerous amendments and other witnesses
are presenting the general views of the business sector of the economy on many
such proposals. This statement will be confined to an expression of support for
H.R. 15119 and in general opposition to the amendments proposed by Secretary
Wirtz with specific emphasis on the proposal that an individual who voluntarily
leaves his employment without good cause connected with his work and an em-
ployce who is discharged for misconduct be paid full benefit entitlement after a
waiting period of not more than thirteen weeks.

The original proposal on the subject of Unemployment Compensation consid-
ered by the Committee on Ways and Means of the House of Representatives was
H.R. 8282. That Bill proposed that no state could disqualify a voluntary quit,
a person discharged for misconduct or a person who refused to accept suitable
work when directed to so do by the State Administrator, for more than a waiting
period of six weeks. This, as evidenced by H.R. 15119, was rejected by the
Committee on Ways and Means and the House of Representatives.

Secretary Wirtz now proposes that unemployment compensation may not be
denied by a State to an otherwise eligible individual by reason of a State dis-
qualification provision for a period in excess of thirteen weeks with certain ex-
ceptions such as labor dispute cases and those involving fraud in connection with
the claim. I

While we are not aware of the availability of recent statistics on the subject
some years ago we requested a special study of the extent of the application of
the waiting period of those unemployed under the disqualifying Circumstances In
question. At that time the State of Tennessee provided that a voluntary (uit or a
person discharged for misconduct could be disqualified for a waiting period of
from one to six weeks after which he could be entitled to -receive Unemployment
benefits to the maximum duration of his benefit eligibility, Atthe, time the study
was made -the average so called "penalty" in such cases was approxinmately two
and one-half weeks or about one-third to one-half the penalty which could have
been invoked. Thus should Secretary Wirtz's proposal of not more than a
thirteen week waiting period be adopted, in all likelihood, the average penalty
would be less than six weeks.

It should be pointed out also that a somewhat new approach to "extended
benefits" was made by Mr. Wirtz. It is now proposed that, without regard to eco-
nomic conditions either locally or nationwide, there be ar extended benefit pay-
ment for thirteen additional' weeks beyond the original twenty-six weeks of
benefits.

Thus should these two proposals of Secretary Wirtz be adopted an individual
who voluntarily quits his work without good cause attributable to the employer
or in connection with the work or who is discharged for misconduct or being
unemployed, refuses to accept suitable work when directed to so do by the State
Administrator, could be expected to suffer a penalty of some six weeks of waiting
for benefits and then begin receiving his full entitlement and continue to receive
such sums each week for thirty-nine weeks which is, of course, three calendar
quarters.

For many years the Tennessee Manufacturers Association haa been greatly
concerned with the moral as well as the high cost problem arising from law which
provides for payment of Unemployment Compensation Benefits to persons who
leave employment voluntarily without good cause connected with their work and
those who are discharged for misconduct.

To review briefly the basic principle of Unemployment Compensation Insurance
reference Is made to that portion of the Tennessee statute enacted in 1936 (which
is quite similar to that of most states), and to this day unamended, which pro-
nounces public policy with repsect to the subject of Involuntary unemployment.

The declared State Public Policy of the 1936 Act of the General Assembly of
Tennessee is as follows:

"Divoluntary unemployment is therefore a subject of general interest and con-
cern which requires appropriate action ... "" . . . for the compulsory setting
aside of unemployment reserves to be used for the benefit of persons unemployed
through no fault of their own.",

Nothwithstanding this clear and unequivocal statement of policy it Is
astounding-yes. almost, unbelievable, that subsequent sections of the original
Unemployment Compensation law of Tennessee and that of many other states in
which policy was pronounced provided for payment of benefits to those who
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vohutarily quit their work or who were discharged for misconduct subject only
to a waiting period, in most instances of up to but not more than five or six
weeks.

In the days and years following enactment of Unemployment Compensation
laws, employers were, to say the least, not overly pleased with the added cost to
them of doing business. But as the years moved along and experience rating
was adopted it developed that the remaining principal complaint which the
employer taxpayers harbored was that most irritating provision of law which
required payment of benefits to a voluntary quit, a person discharged for nils-
conduct and to a person who failed and refused to accept suitable work when
directed to do so by the Commissioner or Administrator of Employment Security.
The payment of benefits to such persons causd the law to become a mockery of
justice and equality. Such payments brought about not only loss of respect and
acceptance on the part of the employer taxpayer but of the general public as well.
More importantly, respect for and confidence in the law by the honest, industrious
worker was lost when he could see the Trust Fund, ostensibly being created and
funded to assist him who he should become unemployed through no fault of his
own, raided and depleted, in some cases almost to insolvency, by freeloaders,
malingerers and persons not truly in the labor force.

go it was as the years have gone along that many States have taken effective
steps to bring their laws into conformity with public policy defined by statute
which provides that benefits shall be paid only to persons who have demonstrated
by a work record a real attachment to the labor force and who are unemployed
through no fault of their own.

The Amendment proposed by Secretary Wirtz would completely destroy these
worthwhile, logical, honest and moral protective features of law designed by the
respective States as their legislative and executive departments have found to be
In the best interest of their state, their people and their peculiar economy.

Since the enactment of the first Unemployment Compensation law in Tennessee
in 1930 every Amendment to the Act has been adopted by the General Assembly
as a result of suggested legislation submitted by the Department Administrator
and Governor following extended conferences participated in by members of the
State Advisory Council, the Administrative staff, representatives of organized
labor, representatives of employer taxpayers and other competent, qualified
individuals. Because of the careful and thoughtful attention given to amend-
ments and with full consideration being given to the needs of the people of
Tennessee and to the protection and perservatlon 'of a solvent and actuarially
sound Unemployment Compensation Trust Fund, changes in the Tennessee Law
relating to eligibility and disqualification have been few. At the same time the
benefit schedule has been changed repeatedly to provide greater benefits in keep-
Ing with the economy, the tax base has been increased and provisions for penalty
rate for deficit employers enacted to further assure Trust Fund* solvency.

In 1963 by conference, negotiation and compromise the executive and public
advisory group mentioned was able to recommend to the General Assembly
effective legislation to rid Tenimessee of the iniquitous and Immoral practicee of
paving any unemployment benefits to persons who voluntarily quit their jobs
without good cause connected with their work or who were discharged for mis-
conduct or who refuse to accept suitable work as directed by the Commissioner
or Administrator.

Jkecause, as indicated, the experience of Tennessee in this area is perhaps the
latest available for statistical comparison we should like to report it to this
Committee.

In 1961 more than 15,000 claimants who voluntarily quit or who were dis-
charged for misconduct were awarded benefits in a. total amount of something
more than $5 million. The Amendment to the Act adopted in 1963 which
disqualified for benefits such categories of unemployment until the claimant
should re-enter the labor force and earn five times his weekly benefit amount,
resulted, for the period April 1964 through March'1965 in the disqualification of
some 11,154 claimants. During this period the average weekly benefit payment
was $27.24 and the average duration of payment was 13 weeks. Of the total
number of disqualified claimants approximately 7,300 had voluntarily quit their
work and 3,821 were disqualified for other reasons. While it must be assumed
that a voluntary quit would draw benefits for the maximum duration of 26 weeks,
even at the average, the cost to the Trust Fund of paying benefits to all dis-
qualified claimants could have depleted the Trust Fund by an estimated approxi-
mate $4 million. Thus, should H.R. 15119 be amended as proposed, the
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Trust Fund of the State of Tennessee and a large number of other states would
be substantially depleted, experience rating seriously jeopardixed and the em-
ployers of the State saddled with additional heavy and burdensome taxation and
at the sRame time th inoettflvo to provide 1111 etmplopmoeot as coiltemplated by
public policy with rospect to stiemploymont compeneattin would bo virtually
destroyed.

Secretary Wirtz attempts to soften is proposal for paying benefits to volumtary
quits and those discharged for misconduct by suggesting providing a "non-eharge"
to the account of the affected employer whose account otherwise would be charged
with benefit payments thereby affecting his tax rate under the experience rating
formula. This is no answer to the moral questions involved as previously pointed
out and certainly could not serve in most cases to protect the affected employer.
Under the experience rating system the balance in the Trust Fund is a significant
factor in determining applicable rates and should the Trust Fund be substantially
reduced in balance on a given date the rate of every employer would thereby
be affected adversely.

In conclusion we would again like to express to the Committe our support of
11.R. 15119 and strongly urge that this measure, after mature consideration by
the Finance Committee be reported to the Senate without amendment in oy
respect. In requesting this action by your Committee, and perhaps being
repetitious, may we remind the Committee that 1.1t. 111 is the, result of long
and arduous months of study in which the views of every conceivable interested
person or group were considered. It appears to us to be a well balanced 11111
even though some of its provisions are highly objectionable to many employer
taxpayers. Notwithstanding these objections it would seem to us that it would he
to the best interest of all that, such a well balanced piece of legislation not be
subjected to amendments which Would bring it to an imbalance.

We are quite certain the Committee is aware that the system providing funds
for the payment of Unemployment Compensation benefits is in effect, it not
actually, an insurance program. The Congress, in enacting the Unemployment
Insurance Program as a part of an overall Social Security system, contemplated
and required the establishment and maintenance of the Unemployment Com.
pensation benefits portion of Social Security upon sound actuarial principles. By
no reasonable interpretation of statutory language can it be asserted that the
Congress intended the Unemployment Compensation program to provide social
welfare benefits or that it should ultimately become a welfare program.

It is our considered view that should H.H. 15119 be adopted sound actuarial
principles applicable to a social insurance program will be fully sustained and
that the high principle, the basis for the original enactment, will not have been
nullified and destroyed.

Senator TALuMAD. The next witness is Mr. Clarence Mitchell repre-
senting the National Association for the Advancemeint of dolred

You may proceed at your pleasure, Mr. Mitchell.

STATEMENT OF CLARENCE MITCHELL, DIRECTOR OF THE WASH-
INGTON BUREAU OF THE NATIONAL ASSOCIATION FOR THE
ADVANCEMENT OF COLORED PEOPLE

Mr. MITmiheLL. Mr. Chairman and gentlemen of the committee,
thank you for having me. If I may insert my full statement in the
record, and if I may summarize it-

Senator TALMADGM. Without objection, that will be done.
Mr. MrrcHaELL. That will be ap)preciated.
What happened a few minutes ago is characteristic of your con-

genial and courteous mainer in hanmlling people that 1 have noticed
ever since you have been a Member of theU.S, Senate.

Senator TALMADO. Tlhtik you, sir.
Mr. MITaH1ELL. I think that the record ought to show that a com-

inittee of the U.S. Sena4e, if it dhpse to do so, can call witnesses in any
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order that it would care to call them, but you were gonerous and cour-
teous enough to ask whether the witnesses ot)jected to having someone
heing called out of order. Of course, we did not object.

But I always appreciate a generous and courteous act, and, if I have
the opportunity, I would like to make it a part of the permanent
recordi.

Senator TAIMADE. Thank you. I am deeply grateful indeed for
the witness' comments. I think everyone in the U.S. Senate tries to
be courteous to all witnesses, but tt the same time we necessarily have
to remain to some degree flexible to accommodate witnesses who travel
from long distances and under the existing order of things when plane
tickets are searco and hard to get, I felt that the committee and the
witnesses would concur in receiving the witness from Tennes.ee out of
order.

I want to thank not only you, Mr. Mitchell, but Mrs. Beideman for
that same courtesy.Senator GORE. I thank you, too.

Mr. MiTCmhi,. I might say, Mr. Chairman, what I said about your
courtesy certainly applies to the Senator from Tenne,. ee in fact to all
members of this committee who have always been more than consider-
alte to those of us who come presenting views. It does not necessarily
follow they agree with our views, but they have always given us a
courteous hearing.

Senator TrALMADGE. Thank you.
Mr. MrrcmXLL,. I would like to point out, Mr. Chairman, in 1060

more than one-half million Negro men were in service trade- usually
associated with menial jobs, kni one-half million Negro women were
similarly employed. Over 100,000 worked in the laundry and dry
cleaning industry. We believe that these people should be covered by
unemployment compensation.

I would also like to point out that in 1964, more than a quarter of a
million Negro men were farm laborers, an occupation that has been
traditionally low pay, unstable, and now more recently affected by
automation.

We believe that it would be a step forward to include workers on
large farms.
.We endorse the principle that all farmworkers should be given every

riht and every protection enjoyed by the industrial worker. Any-
ting short of this is second-class citizenship.

Further we believe that compensation of 50 percent of one's weekly
wage will be a step forward and particularly helpful to those on the
bottom of the pay scale. gut we agree with the AFL-CIO tlt 65
percent is a more ralistic figure.

I would like to say also that our organization believes that uniform
Federal standards will help to insure unemployment compensation
programs will not be set up or administered in a discriminatoryfashiion.

In conclusion, Mr. Chairman and members of the committee, I would
like to say that we associate ourselves with the statement submitted by
Senator Clifford Case of New Jersey in which he pointed out that he
believes that the House bill does not go far enough. He suggested that
S, 1991 would boost the current coverage of 49.Tmillion by 4.7 million,
by including groups not covered by the House bill. I

289
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I think it was particularly pertinent when he included this state-
ment:

About a half million workers would be brought under the program by including
workers in the employ of persons or firms who hire anyone at anytime.

It does not seem nto me, if we are going to come to grips with the
problems created by unemployment, and give to people who are out
of work a chance to have their self-respect as far as possible, we ought
to make such compensation as they receive something related to their
work, rather than putting them on relief and exposing them to other
charitable categories.

I thank you very much, Mr. Chairman.
(The prepared statement of Mr. Mitchell follows:)

STATEMENT OF CLARENCE MITCHELL, DIRECTOR OF TIHE WASHINGTON BUREAU OF
THE NATIONAL ASSOCIATION FOR TIE ADVANCEMENT OF COLORED PEOPLE

Mr. Chairman, and members of the Committee, I am Clarence Mitchell, Di-
rector of the Washington Bureau of the National Association for the Advance-
ment of Colored People.

We believe that unemployment compensation must be increased, coverage must
be expanded and standards modernized and made more uniform along the lines
of the McCarthy-Mills Bill. This is essential to provide employment security
for the American people and to meet the new problems of the technological
revolution.

While the majority of those whose living conditions will be improved by the
new legislation, and the country as a whole stands to benefit, Negro Americans
are among those who desperately need the legislation.

It has becon e almost a statistical and historical cliche that that Negroes
are the first to' be fired and the last to be hired. Nevertheless, it remains a
true description of the plight of black Americans, which has left its mark of
oppression by denying Negroes the education and skills to participate in the
new American technology. As a result of these barriers and successive economic
recessions that have adversely affected millions of black and white Americans,
leaving them jobless, particularly the poor, the uneducated and the unskilled-
categories that are more and more becoming synonomous given the requirements
and sweeping changes in our economy.

Today the rate of Negro unemployment is more thah double that of white
utiemploynienfit, and one of the results is that Negroes, who are ten percent
of the population today, number twenty-five percent of the poor.

We suffer the general hardships caused by poverty and unemployment and
we join with all Americans of good-will in acting to remedy this. We are par-
ticularly motivated to seek quick and effective solution to these difficulties be-
cause of the unique nature of problems they create in the Negro community
and often unbearable burden they place on the Negro family.

This is why we have taken special note of the fact that too many of our fel-
low citizens do not clearly understand the depths of the problem confronting
Negro family life In the ghettoes and slums of our Country. This lack of under-
standing has led some to mistakenly conclude that the next most decisive battle
for Negro advancement will not be fought in the political arena--or economic
or social fields-but in the Negro home.

It should be made clear that the roots of Negro family problems lie deep iII
the economic and social conditions of the ghetto. They come not only out of
the Negro past-the result of the more than three centuries of slavery, segrega-
tion, and discriminations-but exist in the Negro present.

The Negro male. who must become the mainstay of his family, ]has to face
each day the debilitating effects of massive unemployment, low wages, and in-
ferior housing. He is caught up in an evil cycle, for without the dignity and
authority that comes from a decent Job and a stable income, he cannot assume
his rightful role as father and breadwinner, a role necessary to the maintenance
of stable family relationships. The Negro family crisis will continue into the
.Negro future unless we understand its economic roots.

The problems of the Negro family cannot, be solved unless we deal intelli-
gently and effectively with problems of Negro economic insecurity.. The pas-
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sage of the McCarthy-Mills Bill to provide increased employment security is
an important and necessary first step in the right direction. By extending un-
employment compensation for almost five million additional workers the Bill
will help to socially and economically uplift both the Negro and white com-
munities.

Many of the Negro poor and disproportionately concentrated in low paying
Jobs in the new areas covered by the Bill: workers in small establishments, in
non-profit organizations, in service industries; on large farms, and in agricultural
processing companies. According to Herman P. Miller, an outstanding expert
on the subject, in 1960 more than one-half million Negro men were in service
trades, usually in menial jobs, and one-half million Negro women were similarly
employed. (One hundred thousand alone worked in laundry and dry-cleaning
industries.)

Many thousands of those who, because of low wages and job instability have
heretofore been left to fend for themselves or to seek relief, will be covered under
the new legislation. Many thousands of others equally in need--domestic work-
ers and the majority of farm workers--should also receive coverage.

In 1960, more than a quarter of a million Negro men were farm laborers, an
occupation that has been traditionally low-paid, unstable and, now more re-
cently, affected by automation. We believe it is a step forward to include work-
ers on large farms (12% of the Nation's farms) under unemployment compensa-
tion provisions. We endorse the principle that all farm workers should be given
every right and protection enjoyed by the industrial worker. Anything short
of this is second-class citizenship.

We must act now to remedy the neglect that keeps so many of the unem-
ployed from receiving benefits. We must act so that those who are covered by
unemployment benefits receive a livable wage. Last year there were fourteen
million persons who lost income through unemployment. Less than half re-
ceiveid any Jobless pay. Only four out of every ten unemployed right now are
entitled to a weekly benefit check. It is because of this that many Negro families
who live on the edge of poverty are pushed into Impoverishment when a wage
earner becomes unemployed.

Short term unemployment can wreak tremendous hardships. But as is more
often the case in the Negro community, unemployment is of long time duration
and ultimately the unemployed are forced to seek public charity and relief. The
human cost is staggering. Unemployment insurance was originally designed to
eliminate the loss of dignity resulting from this dependency on public assistance.
This is why the proposed Employment Security Amendment of 1905 to increase
benefits and extend their duration is essential to eliminating human suffering
and insuring family stability.

It is essential that benefits be increased. The average wage of a majority
of Negro workers is far below what the government has determined necessary
to have a "modest but adequate" urban family budget. Those who are lucky
enough to receive unemployment insurance benefits When they are laid-off cor.
respondingly receive less than half of what it takes to adequately maintain their
families. In 1962 one-third of the poor families were headed by an unemployed
person.

An increase in benefits will hellp these families and their communities. The
economy of the Negro community which functions on a depression level will be
spurred by the increased buying-power as will the national economy.

Compensation of 50% of one's weekly wage will be a step forward and par-
ticularly help those on the bottom of the pay scale, but we agree with the AFL-
010 that 65% is much more realistic a figure.

Extension of coverage is also essential. A by-product of the technological
revolution and recurring economic recession has been long-term unemploy-
ment, most dramatically in job categories automated out of existence. These
problems have hit poor and unskilled Negro and white workers hard, and are
especially acute among a large percentage of Negroes who lack skills as a result
of inferior und discriminatory education.

Extension of the duration of coverage can enable those lacking skills to partic-
ipate in the new retraining programs under the government anti-poverty
program. An example of the Irrationality of the present system is exemplified
by the fact that in some states workers who go to sehol- to leafy, a new skill
lose their unemployment benefits on the grounds that school attindance made
them -unavailable for work. In other cases, workers whro move to other states
in search of employment either lose or receive decreased benefit in the new area.
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With thousands of Negroes moving across the country and pouring into
Northern cities in search of employment and a brighter future, the lack of uni-
form and fair standards contribute to community problems and instability.

Uniform federal standards will help to insure that unemployment compensation
programs will not be set up or administered In a discriminatory fashion.

Senator TALMADGE '. Thank you,. Mr. Mitchell.
Senator Williams?
Senator WiULAMs. No questions.
Senator TALMADOE. Senator Gore?
Senator GoRE. Very good statement.
What is your attitude, as is the attitude of your organization to-

ward the Federal standards with respect to disqualification such as
voluntary quit and dismissal for cause?

Mr. MITCHELL. I would think, Senator Gore, that it would be very
desirable to have Federal standards in that respect. It has been our
experience that sometimes when the persons handling unemployment
compensation claims are subject to local pressures and customs, there
is a tendency to find that people are not qualified as beneficiaries, even
though a reasonable man, free from any other prejudices or against
the claimant, would conclude that the claimant was qualified to re-
ceive benefits. Therefore, I think that if you can have a uniform
standard, it would be more desirable than the present system.

Senator GORE. Would it be fair to conclude that you believe that
Federal standards would be to prove benefits more generously than
if left to State determination?

Mr. MITCHELL. I would say more realistically, and by that I mean,
in accordance with the facts of each individual case.

Senator GORE. Wouldn't it appear that people on the local level
could more readily deal realistically and be more conversant with the
circumstances than someone in Washington?

Mir. MITCHELL. Well, I would say that we, of course, have Federal
standards but they are administered by people locally, and to me I
think that if a local person recognizes his obligation to conform to a
Federal standard, lie can resist pressures and pleas to a better extent
than someone who is conforming to a State standard which may be
lower, and the individual who is doing the job knows that he could
be called on the carpet even if he makes a reasonable decision.

Senator GORE. Well, I must say I have not reached a conclusion on
this. My State is one of those States that has a State law in this re-
gard. ...

Would it be your view that a person who was dismissed because of
theft or other reprehensible misconduct should be entitled to unem-
ployment benefits"

Mir. MITCHELL. I think, Senator Gore, it would depend upon the
circumstances of the case. First would, be", ofecourse, whether it is
proved that the individual, i actually guilty of theft or other repre-
hensible conduct. In mY judgment, the best proof of that would be a
conviction for a crime that a person was accused of committing. .

Now, if there is no conviction and 'o prosecution and no intention to
procedure, but an out-of-hand dismissal on a charge of theft or some
other reprehensible conduct, I would question that very much, and I
would think that unless the facts clearly showed that such was the
case, to the satisfaction of the judgment of a reasonable man, I think
the individual ought to receive benefits.
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Senator GORE. I can certainly recognize the inadvisability of con-
victing a person without due process. But, on the other hand, on the
administrative problem of making determinations such as this with
respect to small amounts, thousands of employees, consideration must
1)0 given to the administrative burden. It might also be the more
cruel of the courses of action to seek prosecution and conviction and
sentencing of a person who had pilfered a small item small change;
vet, that might be sufficient reason for an employer to dismiss. This is

delicate problem, and I wanted to get your views about it.
Mr. MITCHELL. I appreciate your giving me an opportunity to men-

tion this, Senator Gore because I think that we always are confronted
with the question of where will you draw the line in assuring an indi-
vidual due process. It does seem to me that if an employer has the
right to say that an individual has pilfered something, and this is ac-
cepted as an established fact, we are placing the employer in a posi-
tion of prosecutor and of the judge and of the jury, and while I think
he has every right if lie wants to accept his findings as final to dismiss
the employee, assuming that the findings are based on reasonable facts,
I do not believe that he has a right to say that this employee must
thereafter in some ways scrounge around for the means of keeping
alive in the period between the dismissal and the time he either finds
other employment or becomes eligible for benefits. I think that we are
really opening the door to compounding misdeeds by having people
do things they might not ordinarily do in order to just keep alive.

Senator GORE. To what extent do the State laws, if you are familiar
with them, provide machinery for review and adjudication?

Mr. MITCHELL. So far as I know there is machinery for review of
decisions and adjudication of it. I do not know how extensive it is.
I know it is true in my State.

Senator GoRE. I thank you for giving me the benefit of your views.
Mr. Chairman, in case Mr. Mitchell would like to submit some sup-

plementary data with respect to this question, which is one that will
be before the committee, I request that he have the privilege of so
doing.

Senator TALMAGE. Without any objection, any further data that
you may wish to submit will be inserted in the record.

Mr. MITCHELL. Thank you, Mr. Chairman.
Senator TALMADGE. Senator Morton?
Senator MoRTON. Mr. Mitchell, you developed with Senator Gore

the point on the question of the right of States to prescribe disqualifi-
cations.

There is another important difference, I think, between the House-
passed bill and the bills which you support, 8282, and the bill intro-
duced in this body by Senator MIcCarthy. That is in the matter of
the experience rating for employers. The differences between the two,
as I understand it, are that under 8282, a State can or cannot use the
experience rating, whichever course it wants to pursue. Under the
bill now before us, 'the House-passed bill, the State is required to use
the experience rating. I trust you have no serious objection to that
provision of the House-passed 'bill, making it mandatory upon the
States to use an experience rating?

Mr. MITCHELL. I am not prepared to say, Senator Morton, whether
we would or would not, because we have not treated that particular
question.
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But I would say, generally speaking of course we want the States
to follow a uniform pattern, but I would think that there is always a
possibility for a lot of variations when it is based on the experience of
an individual State, experience of the individual States.

Senator MORTON. Let me phrase this a different way: )on't you
agree it is a good thing to keep an incentive live for employees to try
to avoid unemployment ?

Mr. MITCHELL. Oh, yes. If that incentive is one which is based
on their ability to keep people on the job rather than their ability to
find valid reasons why unemployment compensation should not be
paid to people who are dismissed, and I assume that since most people
want to do the right thing, that any system which is based on an in-
centive, which says to an employer: "As long as you keep your people
working and you do not show a record of large dismissals, whether the
people dismissed are able to get compensation or not, that is a good
thing, and your payments ought to be reduced accordingly." I think
that is a good incentive.

Senator MORTON. That is the point I wanted to make. I remember
in 1933, I think it was, prior to any unemployment compensation act,
I happened to have the responsibility of running a mill in Louisville,
and we were operating about. an average of three and a half days a
week, and everybody was starving to death, the stockholders as well
as the employees. I called the employees together one (lay, and I said,
"We are going to guarantee 40 hours a week. We will all sink or swim
together."

We took a lot of cheap, cutrate business. We did not make any
money on it. Some days we had them washing windows, a millwright
washing windows, just to live up to the 40-hour agreement.

I think that that incentive under any bill that we pass ought to be
read to an employer, to give steady employment, and the incentive
should be in the form of lower taxes, because of an experience rating.

In other words, what is the incentive to an employer if he has to
pay a lot of unemployment taxes, and he does not lay anybody off,
he just guarantees them 40 hours a week, and then you come along
and throw a tax on him equal to a tax on a fellow who closes his plant
down everytime a black cat walks by.

Mr. MITCHELL. That might be a good reason. But in any event,
I would certainly say, Senator Morton, I am 100 percent in agree-
ment with that philosophy. I think in automobile liability insurance,
we try to lower rates in accordance with people who do have a large
number of accidents. What you suggest seems very fair to me.

Senator MoRToN. I think your analogy is a good one, because if
you have a good rating over the years, no accidents, I think you should
get a better rate than somebody who manages to run into another
car everytime he drives to work.

I just wanted to be sure that in your endorsement of the Mills-
McCarthy bills, you did not preclude this feature of incentive for the
man who does not lay employees off just because his business is a little
slow.

Mr. MITCHELL. As I said, with the safeguards that you do not let
an employer out who dismisses people for unjust cause and thereby
deprive them of getting compensation.

Senator MORTON. I agree with you on that, certainly.
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Thank you very much.
Senator TALMADOE. Thank you, Mr. Mitchell.
The next witness is Mrs. Geraldine Beideman, representing the

California Retailers Association.

STATEMENT OF GERALDINE M. BEIDEMAN, REPRESENTING
SELECTED CALIFORNIA EMPLOYERS AND EMPLOYER ASSOCIA-
TIONS

Mrs. BEIDEiAN. Mr. Chairman and members of the committee, my
name is Geraldine M. Beideman, and I am representing a number of
California employers and employer associations.

These employers and employer associations account for the bulk of
private industry employment in California. The list of sponsors
of this presentation are oni the final page of my text.

I would like to speak very briefly on these employers' views on
Federal unemployment insurance legislation and request that my
statement be made a part of the record.

Senator TALMADOE. Without objection, your statement will be in-
serted in the record, and you may speak as you see fit.

Mrs. BEIDEMAN. Thank you, Mr. Chairman. It is the view of the
California employers that, the Iouse-passed bill, H1.R. 1511), is worthy
of support as it came out of the House.

The important reason for our support of that bill is that it respects
the long-established definition of Federal and State responsibilities
for unemployment insurance legislation.

Traditionally, the Federal G~overnment has had responsibility for
certain facets of unemployment insurance legislation, including cover-
age of Federal taxation, extended duration benefits, and many other
features of that kind.

I should say that California is in a somewhat different position than
many of the other States which have been represented here today, and
in previous testimony, and that we have already anticipated many of
the changes that are'in I.R. 15119. We have extended coverage, we
have provided for recession benefits, we have allowed training benefits
to employees who are drawing unemployment insurance, andwe have
raised the taxable wage base and made a number of other changes.

Many States, however, have not been in this position, and have
waited for Federal action, and it is within the Federal prerogative to
take into account these kinds of legislative changes.

I should mention, too, that while we have anticipated many changes
in the law, California employers are going to be subject to a consider-
able increase ih their unemployment insurance taxes, as a result of the
House-passed bill. When the bill comes fully active, it will be in-
creased by 110 percent, which is a significant increase.

In contrast to the House-passed bill, S. 1991 does change the role of
the Federal Government and the State government in unemployment
insurance compensation. The Senate bill would set various Federal
requirements which would give a series of floors and ceilings, defining
theweekly benefit amount, the length of time they could be paid, the
conditions under which benefits would be granted, and a number of
other conditions.

65-992-66-----20
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I would like to mention since there was some interest in the com-
mittee on this matter of disqualification, S. 1991 provides currently
for a 6-week postponement of benefits for people who leave their jobs
under certain conditions, and the Secretary, in his presentation last
week, modified that by suggesting, perhaps, as long as a 13-week post-
ponement. California had a postponement of benefits of 5 weeks for
about 30 years, and it became the general impression throughout the
State that there was considerable room for abuse of the program, be-
cause people could simply wait out the 5-week period, and then dtraw
their full term of benefits, which in California, is quite a considerable
amount, that is, a maximum of $65 a week times 26 weeks of benefits
at the top end.

So, in 1965 +he California Legislature--and you undoubtedl know
it is a fairly liberal legislature-came in with a committee bil~which
included a requalifying requirement for disqualifications on voluntary
quits and misconduct discharges. In other words, the claimant who
left his job under those conditions had to go back to work in bona fide
employment and earn five times his weekly benefit amount before he
could draw benefits. That would be somewhere five times $25 at the
bottom and five times $65 at the top.

I might mention that our disqualification for voluntary quits in-
cludes good cause which has to do with personal reasons. It' is not
strictly limited to quitting in connection with the work.

The Governor not only signed that bill, he had independently come
in with his own recommendation that there be a provision for canceling
the benefits for each week of disqualification, somewhat different from
the legislators' proposal. But I am mentioning it only to say that
there was a very general feeling throughout the State that something
had to be done in reference to this voluntary quit, misconduct situation.

I could speak on a number of' other facets, but there is no point in
taking the time of the committee unless you have interest, because
they are all outlined in the statement.

We would respectfully request that the Senate consider favorably
the House-passed bill and not S. 1991.

(The prepared statement of Mrs. Beideman follows:)

STATEMENT OF GERALDINE M. BEDE"MAN, ON' BEHALF OF SELECTED CALI'FORNIA
EMPLOYERS AND EMPLOYER AssoorATIoNs

SUMMART
The value of H.R. 15119

The measure proposes significant improvements in the federal unemployment
insurance law. While it is true that some of these proposed changes already
have been incorporated in the California law, many states have awaited federal
action to extend coverage, furnish recession benefits, permit benefit payments
to trainees, and raise the tax base. Generally, over the years it has been the
federal responsibility to enact provisions such as these. It should be noted that
the proposed legislation calls for Increases in employers' federal payroll taxes.
It is'recognized, however, that the recession benefit program must be funded'and
that there is a need for additional monies to administer the employment security
program.
Changes in the Federal-State relationship required bV H. 1991

In contrast to H.R. 15119, s. 1991 not only would make significant changes in
the federal unemployment insurance provisions but it also would assume for the
federal government many important legislative responsibilities that from the
start of the program have been left with the states. In California, S. 1991
would have the effect of increasing weekly benefits, lengthening the duration
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of payments for many seasonal and intermittent workers, lowering the ad-
mittance requirements for benefit eligibility, and liberalizing some of the dis-
qualification provisions. In addition, it would require a substantial increase
in California employers' state payroll taxes to support the federally-devised
benefit requirements. Furthermore, S. 1991 would increase California em-
ployers' federal payroll taxes far beyond the rise proposed in H.R. 15119. Fed-
eral and state unemployment Insurance taxes on California employer payrolls
now approximate 2.0 percent; if S. 1991 were enacted, the tax, on California
payrolls would rise to at least 2.8 percent.

Recommemdatioms
Representative employers of California suggest that H.R. 15119 not only rep-

resents an important updating of federal unemployment insurance provisions
but that it also adheres to the long-established legislative roles of the federal
and state governments. Over the years, the California Legislature has given
very careful attention to the particulars of th California labor force and the
employment conditions and have designed an unemployment insurance program
that "fits" California. S. 1991 largely would substitute federally devised re-
quirements for the comprehensive program review and modification that the
California Legislature undertakes regularly.

The California employers whose views are presented, in this statement re-
spectfully request favorable consideration of H.R. 15119. The measure contains
important improvements and at the same time maintains the balance in federal
and state responsibilities for unemployment insurance legislation.

TME ADVANTAGES OFFERED IN H.U. 15119

In this federal-state system of unemployment insurance, H.R. 15119 provides
an important updating of the federal role in the program. "Over the years since
the Social Security Act was passed, federal responsibilities have encompassed
the following:

1. Defining the pattern of coverage by designating the employer groups
that are subject to the tax;

2. Safeguarding workers' rights in relation to the maintenance of labor
standards and the appeals process;

3. Setting up two special programs for the payment of extra benefits
during times of recession;

4. Taxing the payrolls of Insured employers to support the administra-
tion of the employment security program, finance the feders! loan fund,
and pay for the special recession benefits.

Left with the states ever since 1935 have been the responsibilities of:
1. Determining the size of the weekly benefit payments;
2. Deciding upon the length of time these payments could be made;
3. Establishing the conditions under which benefits would be granted;
4. Raising the necessary monies to pay unemployment insurance benefits.

The provisions of H.R. 15119 generally maintain this division of responsibility
for unemployment insurance. At the same time, H.R. 15119 contains significant
improvements which would have far-reaching effects on the system.

Application of H.R. 15119 to the California law.-California has anticipated
many of the changes called for by the proposed legislation. Employees in firms
having one or more workers have been protected ever since 1940, and agricultural
processing workers were insured even earlier. California's extended duration
program to pay extra benefits to claimants during times of high unemployment
dates back to 1959 and so, too, does the provision for paying benefits to claimants
who are enrolled in retraining courses. The state's lagperiod probrision to guard
against the aIdouble-dip" goes back some 15 years.., .. ,: . .

Because these provisions so far have not been a, part of the federal law, how-
ever, many state programs have not contained these features. The enactment
of H.R. 15119 thus would up-grade the entirefederal-state system.

Two provisions in H.R. 15119,are especially worthy of note. That 'which
establishes a permanent program for paying extra benefitswhen unemployment is
high has a number of advantages., One of these advantages is that the program
would go into operation automatically in the times when it is needed--that is,
when Jobs are hard to -find and in&vidual "claimants 'have used up: all their
regular benefits and still are unemployed. Another advantage is that the program
is designed to operate nationwide when the general economy turns down and also
to operate individually in any state experiencing heavy unemployment, even
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though labor market conditions elsewhere may be prosperous. Moreover, the
program calls for orderly pre-funding to met the cost of the extra benefits that
may be paid.

Twice In recent years Congress has responded to the need to extend the length
of unemployment insurance payments during times of general recession. Whi1
these temporary programs were commendable, they had certain limitations. The
timing of the extra payments was one; they came into effect some time after
high-level unemployment became apparent and they remained in effect some
time after employment was on the upturn. Another disadvantage was that the
differences in unemployment levels among the states were not taken into account;
the temporary measures, in other words, operated on a nationwide basis. A
third problem concerned financing. Employers were assessed extra federal taxes
after the benefits were paid. California employers, for example, had to pay
these special federal taxes on their 1962, 1963 and 1964 payrolls to repay the
cost of the extended benefits under'the Temporary Unemployment Compensation
Act of 1958 and the Temporary Extended Unemployment Compensation Act of
1961. And yet, in those years of repayment, unemployment was at a very high
level in California. The substitution of an automatic and prefunded system to
operate on a state-by-state or on a nationwide basis as provided for in H.R.
15119 overcomes the problems encountered under the emergency measures.

The second provision that is subject to special mention is the one which gives
the states the right to protest the Secretary of Labor's findings on issues of con-
formity and compliance. In any situation where one government agency has
administrative Jurisdiction over another-as in the case of the Department of
Labor over the state employment security agencies. including the California
Department of Employment-there is the opportunity for arbitrary interpreta-
tion or application of the law. The judicial review provision in H.R. 15119
furnishes a safeguard against such contingencies.

The co8t of H.R. 15119 to California employers.-There is a price attached to
H.R. 15119 in the form of higher federal payroll taxes to be levied on employers.
Moreover, many California employers, especially those employing fewer than
four workers, would be required to pay the federal unemployment insurance
taxes for the first time. With California employees' average annual earnings in
insured employment approximating $6,500 now, it can be expected that employ-
era will experience higher taxes than currently, not only as a result of the rate
increase, but also because of the provision raising the taxable wage base.

What California employers will pay In federal unemployment insurance pay-
roll taxes for each employee earning up to the taxable wage base, as compared
with the current amount, is shown in the following table:

Employer Increase over 1960
Tax year tax peremployee Amount Porent

1966 ........................................................... $12.00 ....... .........-..........
1967 ------------------------------------------------ 18.00 $6.00 50
1968 ----------------------------------------------------------- 18.00 6. 00 50
1969 ........................................................... 23.40 11.40 95
1970 ----------------------------------------------------------- 23.40 11.40 95
1971 .................................------------------------ 23.40 11.40 95
1972 ------------------------------------------------------------ 25.20 13.20 110

Undesirable as a tax increase may be, most in industry believe that the one
called for in HR. 15119 is the price that employers would have to pay for the
favorable aspects of HR. 15119. It is understood that a new benefit provision
such as the permanent extended duration program must be financed. Pre-
funding, moreover, Is a preferable method to the reimbursements required under
the two recent temporary programs. In addition, there apparently is a need
for additional administrative funds, and a portion of the tax advance would
satisfy this requirement,

It should be noted that H.R. 15119 would not require an increase in California
payroll taxes. While relatively minor adjustments In the taxable wage base
would have to be made, the state tax rate could be adjusted accordingly.
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TILE CHANGE IN THE. FEDERAL ROLE THAT WOULD RESULT FROM S. 1991

Unlike H1.R1. 15119 which adheres generally to the traditional legislative role
of the federal and state governments for unemployment insurance purposes,
S. 1991 calls for the federal government to assume many of the responsibilities
heretofore reserved to the states. The proposed legislation would materially
change the California law, as the discussion below indicates.

Qualifying reqttrements
Ever since the California program has been in operation, claimants have had

to earn some minimum amount of wages in their base year in order to gain
benefit entitlement. There is no time-worked requirement such as 20 weeks of
work in the base year. The base-year earnings requirement customarily bas been
kept low in comparison with prevailing wages. California typically has many
short-time workers in its labor force because of the nature of our industries.
Here, large numbers of people are needed to work in logging and lumbering
activities, in fishing and fish canneries, in fruit and vegetable canneries and
packing houses, and in various services related to agriculture. Here, too, is the
main concentration of the entertainment industry-motion picture, radio, and
television production and similar activities. The tourist industry also is an
important one in California, and it requires extra workers for the winter season
at desert and ski resorts and for the summer season in the mountain and beach
areas.

Because much of the labor demand has been for less than year-round workers,
the California Legislature has consistently rejected any eligibility requirements
that would rule out of benefit status those workers who were employed more than
just casually. Consequently, from 1955 to 1965, the minimum earnings require-
ment in a base year was held at $600. In the 1965 Session of the California Legis-
lature, the money requirement was raised to $720, a modest increase of 20
percent compared with a 47 percent rise in wages, a 150 'percent advance in
the minimum weekly benefit, and a 97 percent increase in the maximum weekly
benefit during the same period.

S. 1991 would require that the benefit entitlement provision be no more than
20 weeks in the base year or the equivalent. The equivalent-the provision
California would have to follow-is defined as five times the average weekly
wage. Depending upon the coverage provisions adopted, California's base year
earnings requirement would have to drop back to $600 or $625. This would
return it to about where it was starting in 1955.

Under present coverage provisions, the average weekly wage is $125. To meet
the current $720 base-year qualification, only 5.8 weeks of work is needed. At
ile minimuni wage of $52, only 13.7 weeks of base-year work is required. . These
qualifications for admission to benefit status appear quite easy, and yet under
S. 19)91 they would become easier still.

'Ime Administration has noted that there has been a tendency for states to
balance increases in benefits with increases in minimum qualifying require-
ments. This tendency appears to be the reason for the proposed ceiling on
eligibility provisions. And, yet, if wages increase and thus push up benefits, it
would seem logical that the same wage gains should result in increases in the
minimum entitlement provisions.

Allowed, too, in the proposal ceiling to be placed on state eligibility require-
ments is that states might adopt provisions to eliminate short-time workers. In
addition to the base-year earnings of five times the average weekly wage, states
might also require claimants to have either: (1) one-third of theh base-year
earnings outside their quarter of highest earnings, or (2) base-year earnings of
40 times their weekly benefit.

The problems of trying to fit work patterns into such artificial time spans as
the calendar quarter are well-known in California. For some years, the Call-
fornia law contained a secondary eligibility requirement which was intended to
rule out the very short-term workers. Known as the "75-percent rule", in its
most recent form it applied only to claimants having very low base-year earn-
ings-those between $600 and $750. If these claimants earned more than three-
fourths of their base-year wages in a single calendar quarter, they had to have
more earnings to qualify for benefits than did claimants whose previous wages
were spread over a longer period of their base year. This special provision
resulted in certain inequities. For example, two claimants might work the same
length of time in their base year and earn the same amount of wages; yet because
of the timing of their employment, one might qualify for benefits while the other
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would not. Over the years, the California Legislature modified the provision a
few times and finally elimiated It completely in 1965. At the end, relatively few
claimants were affected at all by the provision because most earned $750 or
better in their base year. The secondary requirement permitted by S. 1991 that
claimants have one-third of their base-year wages outside their quarter of high-
est earnings is more restrictive than California's recently repealed 75-percent
rule.

The alternative allowable eligibility requirement of 40 times the weekly benefit
amount would have even more stringent effects on California claimants. Because
the smallest weeky benefit payable is $25, at the minimum a claimant would have
to have $1,000 (40 x $25) In base-year earnings as well as meeting the $600 or
$025 minimum the bill also calls for.

It is recognized, of course, that both of these secondary requirements for benefit
entitlemr-At are ceilings, and that states could go below them. California, for
example, could enact a provision that would reestablish the 75-percent rule
and apply it to all claimants, the high earners as well as the low ones. Or,
instead of the 40-times provision, perhaps a 30-times requirement could be
enacted.

In any case, though, it would be extremely difficult to turn back the clock.
Many California claimants who are accustomed to drawing benefits would be cut
off the rolls by either of these two provisions that states could adopt. The re-
quirement of earnings outside the high quarter would eliminate 12 percent of
present claimants. The 40-times-the-weekly-benefit-amount provision would cut
off 18.5 percent of the claimants now eligible. Without trying to second-guess
the California Legislature but taking into account the legislative history of
eligibility provisions in the California unemployment insurance program, it would
seem that either course would be unacceptable even if the maximum require-
ments were modified. If this were the case, the California law would have to
be revised simply to return the base-year money requirement to $600 or slightly
higher, thus reducing further any attempt at requiring claimants to have some
reasonable degree of past labor market attachment..

The Administration has advocated that the qualifying requirement "should be
high enough to eliminate workers with insignificant past employment. .. "
Yet the proposed qualifying standard would have quite a different effect upon
the California program.

The weelly benefit requirement
California's weekly benefit payments long have been among the most generous

of any In the country. The smallest weekly payment a claimant can receive is
$25, an amount that is nearly one-half of the minimum weekly wage of $52 for
full-time work. At the top is the maximum weekly benefit of $65, which is 52
percent of average weekly insured wages in California.

Currently estimated is that slightly more than six out of every 10 claimants
draw benefits that are 50 percent or more of their former gross weekly wages.
Another three-the especially high-paid workers--are limited by the $65 maxi-
mum from being compensated for one-half of their previous gross wages. Within
the range of the minimum and the maximum, therefore, only one out of every ten
claimants--because of the complexities of the benefit formula-gets a little less
than one-half--say 49 percent-in weekly benefits of what his former gross
weekly wages amounted to. If the weekly benefits are related to take-home or
after-tax wages, all claimants except the extremely high earners would receive
payments amounting to at least one-half of their prior earnings.

Instead of merely following some arbitrary standard in arriving at weekly
benefit amounts, the California Legislature regularly takes a careful look not
only at the weekly earnings ,but also at the claimants' 'base-year wages and usual
work patterns in arriving at an appropriate benefit schedule. The 1905 legisla-
tive ebanges, for example, were based on a two-year study of the program. This
interim study included a comprehensive survey of the characteristics of claim-
ants--who they were, how much they worked, where they worked, how much
they earned, their movements into and out of the labor force, their contributions
to the family income, and many other factors. Here there is, in other words,
some valid and logical foundation for determining what the maximum weekly
benefit should be and also what the extent of wage-loss compensa.tion should be
below the top weekly payment.

The benefit standard proposed In S. 1991 would seem in practice to call for
an automatic escalation of the maximum weekly benefit in accordance with
increases In the average weekly wage. California had Just such an automatic
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feature in a related program, the temporary disability insurance program, from
1961 to 1965. Because top weekly benefits moved up without legislative review
and action, a number of program difficulties occurred. To remedy the situation,
the California Legislature in the 1965 Session removed the automatic provision
and returned to the practice of regularly considering necessary benefit increases.
Some states apparently have found the automatic feature to be a feasible method
of keeping benefits in line with wages. The California experience, however, was
to the contrary.

The duration requirement
The length of time that California claimants can draw benefits varies with

their previous employment experience; between the minimum number of weeks
of payment and the maximum, claimants receive one week of benefits for the
equivalent of one week of work. A claimant who worked the equivalent of 12 or
fewer weeks in his base year would be entitled to the minimum duration of
regular payments-12 weeks. At the top of the range, a claimant having the
equivalent of at least 26 weeks of work in his base year could draw 26 weeks of
regular benefits. This variable duration feature reflects the character of Cali-
fornia's employment patterns described above. The short-term workers receive
payments for a fewer number of weeks than do the workers who are employed
more steadily.

The duration requirement proposed in S. 1991 would upset this balance. This
is because the bill proposes that as a minimum all claimants having the equiva-
lent of 20 weeks of work be entitled to 26 weeks of benefits. Thus, many Cali-
fornia claimants who typically, work less than half a year could draw benefits
for 26 weeks or one-half a year, more weeks of compensation than they had of
employment. Now, 71 percent of the California claimants are entitled to 26
weeks of benefits; the proposed change would entitle about 88 percent to the
top duration. Adoption of the proposal would mean that many short-time work-
ers would be compensated to the extent of nearly all of their previous year's
earnings, while the steady workers would recover considerably less. It also
would mean for the claimants who usually work only a part of the year that the
benefits would be more of a wage subsidy than an insurance payment.
The disqualifioation standard

California law provides that a claimant who leaves his employment without
good cause or who is discharged for misconduct in connection with his work
Is disqualified from benefits until he has gone back to work ir. bona fide employ-
ment and earned five times his weekly benefit amount. "Good cause" for volun-
tarily leaving a Job includes personal reasons as well as those which are work-
related. This provision was enacted in 1905 as the result of general awareness
that the program was open to misuse by some claimants. Previously, such dis-
qualifications called for a five-week benefits postponement.

The present provision was a part of the Legislature's "Committee Bill".
Awareness of the growing problem, however, was not confined to the Legislature.
The Governor's recommended legislation also Included a stricter provision for
voluntary quit and misconduct discharge disqualifications than the one that had
been in force.

The California labor force Is an unusually mobile one. Workers move into
and out of the state, from one part of the state to another, and from one Job
to another. Even when unemployment is high as it has been in recent years, em-
ployment growth continues. New job opportunities and those resulting from
voluntary labor turnover provide substantial numbers of openings. The avail-
ability of jobs coupled with labor force movements tend to contribute to the
substantial numbers of voluntary separations from employment.

A federal disqualification requirement that would limit the state provision to
mere postponement of payments would give rise to the same situations that led
to the enactment of the 1965 provision. The six-week maximum period of post-
ponement specified in S. 1991 would be less effective than the 13-week ceiling
recommended by the Secretary of Labor In his presentation before this Corn-
mitee on July 13, 1966. In either case, though, the door would be left open to
the claimant interested only in occasional work and who was able to wait out
the disqualification period.
Federal unemployment adjustment benefits

S. 1991 includes a provision calling for the payment of 26 weeks of extra bene-
fits In both good times and bad to claimants having some specified amount of
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previous labor market attachment. These added benefits have been termed
Federal Unemployment Adjustment Benefits (FUAB). Subsequent to the
passage of H.R. 15119 by the House, the Department of Labor has recommended
an alternate scheme, should FUAB not be acceptable, This second proposal
would serve as a "nudge factor" to states to extend the duration of regular
benefits beyond one-half year by providing for federal sharing of the states'
costs for such benefits. In addition, the federal government would pay the full
cost of re'esion benefits instead of sharing the cost as proposed in H.R. 15119.

California has had a program of extended duration benefits ever since 1959;
only a handful of other states have similar provisions. Whenever uneml)loy-
meat in California is high-that is, when the unemployment rate of insured
workers is at least six percent--California claimants are entitled to extra bene-
fits of half again as much as their regular entitlement so that they will have
additional time to look for work whenever jobs are hard to find. Because Cali-
fornia's unemployment levels have been well above the national average In
recent years. the extended duration program was in effect for several months
each year until 196. Part of the usual employment problem in California is
seasonal in nature, and for some-years the seasonal workers along With the
others were drawing these extra benefits as a kind of bonus in months when
they customarily would not have been at work anyway. Recognizing this
partial misdirection of the program, the California Legislature amended the law
in 196. Under usual unemployment levels, claimants are required to have
some reasonable amount of previous employment--20 weeks of work-in order
to draw the added benefits. Whenever unemployment rises to a level above that
for the preceding two years, however, all claimants can draw the added payments
regardless of their previous employment records.

The California program would seem to come within the framework of un-
employment Insurance. Unemployment Insurance is a wage-replacement pro-
gram designed to help unemployed workers maintain themselves and their
families during temporary periods of joblessness. "Temporary" c'an have a
different meaning depending upon prevailing economic conditions. When times
are good, most workers should be able to find jobs fairly quickly and a maximum
duration of 26 weeks of benefits would seem. adequate. In recession periods
when Jobs are more difficult to find, many unemployed workers need more time
to effect their reemployment.

FUAB, in contrast, appears to offer a prolonging of payments to people who
have moved outside the province of unemployment insurance; that is, beyond the
period of temporary Joblessness however it may be defined. I It is suggested that
people who are unable to compete in the job market and'who are still out of
work when their unemployment insurance benefits are exhauited are in need of
a constructive program to treat the causes of their joblesshess. Mere income
maintenance is not the answer and might only postpone their rehabilitation.

Many federal programs have been developed to take care of the "hardcore"
unemployed, including those provided under the Manpower I)evelopment and
Training Act, Area Redevelopment Act, Public Works Acceleration Act, Trade
Expansion Act, and Economic Opportunity Act. It would appear that extensions
of these programs instead of longer income-maintenance payment periods would
be tlie desirable course.

As for the alternate proposal, It well may be that'the usual time for reemploy-
ment of some workers in some states extends beyond one-half a year during
prosperous times. It would seem, however, that this is an individual state
matter, to be determined and financed by the states. We would suggest that
the federal monies would be put to better use in helping fund the cost of recession
benefits.

The employer co8t of S. 1991
The Administration's unemployment insurance proposals go beyond those (on-

tained in II.R. 15119. They not only call for federal tax increases in excess of
thoie in the House bill but they also would require added state taxes to support
the higher benefits, longer duration, and reduced eligibility and disqualification
provisions that are specified. If S. 1991 were in full effect now, California
employers' state and federal unemployment insuraihe taxes would average about
2.8 percent of their total payrolls. This percentage compares with an average
combined tax rate on total payrolls of approximately 2.0 percent at the present
time.
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When the various payroll taxes are considered individually, their impact on
costs is not so apparent. It must lie remembered. however, that Social Security
taxes also have risen markedly and that further substantial increases are
scheduled. California employers' payroll taxes for these two social insurances
represented 4.6 percent of the annual earnings of the average employee in 101).
By 1971 when S. 1991 would be in full effect, the payroll taxes would amount to
7.3 percent of the estimated annual earnings of the average California employee.
In considering the current proposal, we would suggest that the Committee take
into account the economic effect of these taxes on Jobs.

There are two other financing items which should be mentioned. One con-
cerns the Secretary of Labor's statement In his July 13, 1960 presentation before
this Committee that benefits paid to claimants followhig a disqualifying act
should not be charged against employers' experience-rating accounts. Perhaps
this recommendation is appropriate, but what should be recognized is that such
benefits must be charged against some account and must be financed accordingly.
California law has the kind of noncharging provision that the Secretary suggests,
but it also has a balancing account to pay for noncharges of this type as well as
for other socialized costs of the program. Employers pay a uniform tat of one
percent to fund this balancing account. The money to pay the benefits, in other
words, must come from somewhere.

The second Items has to do with interstate competition. It has been Indicated
that S. 1991 could have the effect of equalizing benefit costs among the states
and thus easing any competition that may exist to keel) unemployment insur-
anco taxes low. There are a number of factors affecting the cost of state un-
enmploymnent insurance programs, and the program provisions themselves are
only one of them. California, for example, is a high-benefit-cost-and, there-
fore, high-tax-state. It is true that the program is more liberal than the average
because of the long-time political and social philosophies that have prevailed
in the state. However, the rate of insured unemployment is also an important
cost factor, and California's insured unemployment rate has been well Above
that of most other states for the past several years. Moreover, wage rates
exert a significant influence on benefit costs. Because benefits are wage-related,
the higher the wages are the higher the benefit paybnents become. It would
seem, on balance, that S. 11)1 would exert comparatively little influence in
equalizing costs among the states. Wage rates, unemployment rates, and other
factors would appear to outweigh the influence of any leveling up of program
provisions. Moreover, the "interstate competition" argument has yet to be
validated. There is no evidence that unemployment Insurance taxes affect
companies' decisions to locate or expand operations in a state or to move out
of a state. Company decisions of this nature are based upon a combination of
many factors, among which unemployment Insurance taxes play a comparatively
negligible part.

The Sunmnihg Up

In assessing H.R. 15110, the California employers that I represent have con-
cluded that the measure's provisions come within the scope of federal responsi-
bility for the federal-state program of unemployment insurance. Further-
more, H.R. 15119 would substantially up(late the existing federal unemploy-
ment insurance law. Additional workers would be brought under the pro-
tection of the program. Financing of the federal-state employment security
program would be improved. A permanent system for paying extra benefits
durhig recessions would be established. Opportunity would be furnished the
states for Judicial review of the findings of the Department of Labor. At the
same time. II.R. 15119 would leave with the states the latitude to develop and
improve their unemployment insurance programs. The responsibility for de-
termining benefit levels, duration of regular payments, the general terms under
which henefits are granted, and the financing of the benefits would continue
within the province of the states.
S. 1991, on the other hand, would substantially change the respective roles of

the federal and state governments in the unemployment Insurance program.
It would put within the federal scope inny important responsibilities that since
the start of the program have been assigned the states.
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CALIFORNIA EMPLOYERS AND AsSOCIATIONS ON Vitosp BEHALF Titis STATEMENT
IS MADE

California-Western States Life Insurance Company
General Telephone Company of California
Pacific Gas & Electric Company
Occidental Life Insurance Company
Pacific Lighting Service and Supply Company
Pacific Mutual Life Insurance Company
San Diego Gas & Electric Company
Southern California Edison Company
Southern Californa Gas Company
Southern Counties Gas Company of California
Association of Motion Picture and Television Producers Inc.
California Banking Association
California Manufacturers Association
California Newspapers Publishers Association
California Retailers Association
California State Chamber of Commerce
California Trucking Association
Merchants and Manufacturers Association
Motor Car Dealers of Southern California
Western Oil and Gas Association

Senator TALMArmF.. Senator Williams?
Senator WILLTAmS. No questions. •
Senator TALMADGE. Thank you very much, Mrs. Beideman.
The list, of witnesses having been concluded, the committee will stand

in reces until 9 a.m., tomorrow morning.
(Whereupon, at 10:20 a.m., a recess was taken until 9 a.m., Vednes-

day, July 20,1966.) ,
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WEDNESDAY, JULY 20, 1966

U.S. S NATE,
CouMrITr oN. FINANCE,

Wahingtov, D.C.
The committee met, pursuant to recess, at 9:15 a.m., in room 2221,

New Senate Office Building, Senator Vance T. Hartke presiding.
Present: Senators Long (chairman), Gore, Hartke, Williams, and

Morton.
Also present: Tom Vail, chief counsel.
Senator HARTKE. The committee will come to order.
All the testimony we are going to receive today comes from business

groups. The first witness today is Mr. Lyle H. Fisher vice president,
Minnesota Mining & Manufacturing Co., St. Paul, Minn., represent-
ing the Chamber of Commerce of theiUnited States.

Mr. Fisher, you may proceed in any way you like.
Your entire statement will appear in the record as it is presented.
All right, sir.

STATEMENT OF LYLE H. FISHER, REPRESENTING THE CHAMBER
OF COMMERCE OF THE UNITED STATES; ACCOMPANIED BY KARL
SCHLOTTERBECK, MANAGER OF ECONOMIC SECURITY, CHAMBER
OF COMMERCE OF THE UNITED STATES

Mr. FIshER. I am Lyle IT. Fisher, vice president in charge of per-
sonnel and industrial relations for the Minnesota Mining & Manu-
facturing Co. of St. Paul, Minn. I appear before this committee as a
witness for the Chamber of Commerce of the United States, and have
served as a member of its committee on labor relations. With me is
Mr. Karl Schl6tterbeck, manager of economic security. matters for
the national chamber.

Senator Hartke, t preserve time, I would like to present the salient
points of the prepared testimony, but would appreciate it if the entire
presentation were to be included in the record. ,

Senator HAiTKE. As I indicated, the entire Statement will appear
in the record as though it were read.

Mr. Fisuimt. Thank you, sir.
The national chamber appreciates this opportunity to present its

views on I.R. 15119 and 5. 1991, dealing with the problem of unem-
ployed workers.

IWe support H.R. 15119 as a reasonable bill, effecting certain changes
in the existing Federal-State system of unemployment compensation.

We do not support S. 1991 because it contains:
305
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1. Certain provisions dealing with both the short-term and the
long-term unemployed through the existing Federal-State un-
employment compensation system which violate sound uneinploy-
ment insurance principles;

2. Other provisions dealing with the very long run unemployed
through a new Federal program which propose the same solution
in good times and in recession, although the character of the prob-
lem is not the same under both condtions.

Such provisions are fundamentally unsound, and S. 1991 should be
rejected in its entirety.

We recommend, instead, two courses of action contained in H.R.
15119. The first would strengthen State freedom and flexibility so
every State may continue to make needed and sound, constructive im-
provements in unemployment compensation, as they have for the past
quarter century. The second would provide additional protection to
those regularly attached to the labor force against very long term
unemployment in time of recession, when job openings are not readily
available.

In this presentation we will discuss, first, those provisions in S. 1991
which would directly and adversely affect the existing Federal-State
unemployment compensation sstem; and second, the other provisions
in S. 1991 dealing with the problem of very long term unemployment.

Finally, we will turn to H.R. 15119.

PROPOSED CHANGES IN STATE UNEMPLOYMENT COMPENSATION. PROGRAMS

S. 1991 contains numerous provisions amending the existing Fed-
eral-State system of unemployment compensation. Briefly, these
would-

(1) Permit any State to allocate its benefit costs on a basis other
than the unemployment experience of individual employers;

(2) Establish for the first time Federal requirements for State
unemployment compensation relating to cost-determining factors;

(3) Provide a Federal subsidy to any State with so-called ex-
cess benefit costs;

(4) Require States to increase the taxable wage base from
$3,000 to $5,600 in 1967 and to $6,600 in 1961.

Advocates of these various changes have contended that the existing
Federal-State system of unemployment compensation has "not kept
pace with the times." They have stated that "the twin recessions of
1958 and 1961 exposed the system as being largely obsolete * * *. It
was plain that the system constructed in the 1930's was too fragile for
the 1960's, that it could not withstand the major crisis." These and
similar contentions are reflected by the broad accusation that "no major
improvements have been made since its original enactment 30 years
ago."

We believe that a fair, objective appraisal of the independent per-
formance by the 50 States during the past quarter century refutes these
contentions.
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INDIVIDUAL EMPLOYER EXPERIENCE RATING

One provision of S. 1991 (sec. 208) would permit a State to abandon
experience rating. This is a device by which a State adjusts its tax
rate for each employer according to his unemployment experience.
This mechanism is in line with the original concept for unemploy-
ment compensation as expressed by President Roosevelt in his 1935
message to Congress:

An unemployment compensation system should be constructed in such a way
as to afford every practicable aid and incentive toward the larger purpose of
employment stabilization.

Senator GORE. May I ask a question there, Mr. Fisher?
Mr. FisER. Yes, sir.
Senator GORE. You say that S. 1991 would permit a State to aban-

don experience rating. I thought States could do that now.
Mr. ]iSiIEm. No, not now. Experience rating is part of the re-

quirements of the present Federal law.
Senator GORE. As to each individual employer.
Mr. FIsnER. That is correct.
Senator HARTKE. I see some people shaking their heads out there.

Do we have somebody here from the Labor Department?
Mr. FISHER. You see, they cannot reduce tax rates unless they do

it by experience rating.
Senator GORE. I see. That clarifies it.
Mr. Fisiimi. Maybe we could say it would encourage the elimina-

tion of experience rating by permitting the reduction in the State un-
employment compensation tax rate on a flat uniform basis.

Senator GORE. That clarifies it. Thankyou.
Mr. FisiiER. Today, when one of our national goals is to stabilize

employment, individual employer experience rating should be pre-
served in every State program.

I can prove from the experience of my company that, in those
States where a sound experience-rating plan exists, we make every
possible effort to regulate our employment. For example, one of
our plants in Wisconsin providd only seasonal employment for about
20 employees on one production job. When we laid them off, we had
a potential benefit cost liability of around $20,000-year after year.
%e found that we could transfer production to this plant and pro-
vide regular year-round jobs for these 20 people, and thus saved
roughly $20,000 a year in unemployment compensation benefit tax
costs.

In a plant in Minnesota we provided seasonal employment for about
130 women in connection with a product for the Christmas holiday
season. Here our potential benefit-cost liability totaled approxi-
mately $40,000 a year when we laid them off. 13y careful reschelduling
and better production planning, we were able to provide full-time,
year-round jobs for 80 of these people, with substantial savings in
tax costs.

In another operation some 2 or 3 years ago Iwe were planning to
lay off 140 workers permanently. The potential benefit-cost liability
was approximately $120,000. Some of our staff were assigned on a
full-time basis to find new jobs with other employers for these 140
people so they could start work on a new job immediately upon separa-
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tion from our company. It was concluded we could well afford at
least $40,000 of special staff expense, if it were necessary, to find other
employment for a majority of these. We succeeded and realized a very
substantial savings in benefit costs. And we found it didn't cost us
$40,000 to do it.

Recently , we constructed a new building at our research, services,
and administration complex in St. Paul. We handled some of the
construction job with our own company personnel. in. connecfion
with pouring the concrete, we took on 40 common laborers. When the
concrete work was'cOmpleted, these workers--employees of ours-
were to be separated from our employment., If we allowed them to
become unemployed and register at the employment service, we were
faced with a considerable potential benefit cost liability. Rather than
allow them to become unemployd, then wait for the employment serv-
ice to find them jobs, and for unemployment compensation benefits to
be paid in the meantime, certain staff people were assigned to contact
other possible employers in the Twin City area and succeeded in find-
ing them jobs immediately upon their separation from us.

Senator HARTKE. Mr. Fisher, as I understand your contention, it
is that the desirability of requiring the retention of the employer expe-
rience rating is that it encourages employers to find, according to these
examples it encourages employers to find regular work for at least
a substantial part of those who ordinarily would be part-time work-
ers; it that true?

Mr. nsHER. This is for the purpos of stabilizing employment, that
is correct.

Senator HARTEE. For the purpose of stabilizing employment.
Mr. FIsHFR. The emphasis is on the stabilization of employment in

this case, yes.
Senator HARTKE. In other words, what you are trying to do is to

provide for them wage stability so that they will have a wage
throughout the entire year rather than depending upon valleys and
peaks. That is, by an employment wage and then an unemployment
check; is that true?

Mr. FIsrER. That is correct.
Senator HART=U. So, then, you would be willing to advocate a guar-

anteed annual wage for employees if you had an incentive method
which would provide this; is that correct ?

Mr. FiSHm. That is not the point at all.
Senator HARTE. Why would not the two be compatible and why

would not the theory be basically the same?
Mr. Fisnam You see, you indicate that you provide an income by

employment and also unemployment compensation. Our point is that
we ought to provide employment and not unemployment compensa-
tion.

Senator HARMT . I agree with that. I mean I Would rather see,
and I think most workers would agree that they would rather have a
job than an unemployment check.

Mr. Fis1E.' Yes, but a, guaranteed annual wage does not guaranteea job.. . ...

Senator IIABTKE. What we would have to do is have the type of
incentives' provided, or put a penalty on an employer who could not
provide a guaranteed annual wage and employment. I mean, wouldn't
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the same type of theory work if such an incentive work in the Unem-
ployment Compensation Law?

Mr. FISHER. Senator Hartke, you have that penalty today in the
experience-rating program.

Senator HARTKE. How?
Mr. FIsiii. If you do not provide stability in your employment,

you are penalized through additional unemfipfoyment- taxes, you see.
So now, I do not believe it is needed to do more. I do not think you
can tax a business out of business either.

Senator IIARTKE. I am not interested in taxing a business out of
business.

Mr. FisIEn. I know you are not.
Senator HAITKE. I am interested in providing stabilization of em-

ployment. I do not want to proceed too far down that line. The
only thing about it is, you might find yourself meeting yourself one of
these days before one of these committees when we come back to what
is ultimately going to be a serious question, and that is whether you
are going to have a guaranteed annual wage through a guaranteed
annual wage system or a guaranteed annual employment system.

Mr. FistER. I would like to accept that challenge.
Senator HARTKE. Yes.
The Senator from Kentucky.
Senator MORTON. Along this line, Mr. Fisher, I think you made

your point clear when you referred to those who poured the concrete.
his is not in your business normal for you to keep 20,25 people pour-

ing concrete. This was an unusual situation. You met it, and I
think the uestion of a national wage or a guaranteed wage, guaran-
teed annual wage, we must take into account differences in industries.
In certain industries, this is not a problem, but in many industries,
where you have a high seasonal fluctuation or even, let us take the
automobile industry, where you have period of retooling of some sev-
eral months, this year longer than usual perhaps, because of Mr.' NTader
and others, but the fact remains that you cannot just say that every-
one could guarantee an annual wage. We would have a lot of com-
panies that would go out of business, and you would have a lot of jobs
lost if you did that. '

I do not think the' argument or the position that you made neces-
sarily makes an annual wage inevitable, because I think the two prob-
lems are entirely different, aind I think the illustration of those in
pouring the concrete clearly indicates that.

I know that Minnesota Mining or Minnie Mouse, as I call it, has a'lot of diversified products aId diversified operations.
At the same time I do not think that you keep those who pour con-

crete on as a regular part of your business. This was an unusual
and a special situation.

Mr. Fisiam. This is correct, Senator Morton. It is unusual, and
we do have lots of Operations that have seasonal implications.

Senator GoRE. I concur in the observations of my colleague from
Kentucky.

'As I understand your pointof view in advocating the continuation
of employer experience rating, you wish to give an incentive to stabilize
emplymeh't.'



310 UNEMPLOYMENT ENSURANCE AME NDMENWfl OF 1966

Mr. FIsHER. Emphasis on employment rather then unemployment,
yes.

Senator GoR.E. Like Senator Morton, I recognize that some types
6f industry, many types of industry, can take advantage of this, and
I know front my personal experience that many do, in order to take
advantage of it, they hesitate to lay a man off. They try to find some-
thing for him to do because if they maintain a satisfactory employ-
ment record,- then their rate of taxation for unemployment compensa-
tion is reduced.

Now, this is one program with which I have been closely associated
for many years.

As commissioner of labor in my State some years ago, I inaugurated
the administration and helped write the act which set up the first
unemployment compensation program in my State. Therefore hav-
ing set up the program in my State and having been intimately in-
volved in it, I have, as a legislator, closely followed it, and I have been
greatly interested in it.

I would certainly recognize from a practical standpoint the merits
of the employer rating system. I think it does contribute to stability
of employment.

Mr. FisHER. We know it does, Senator.
Senator GoRE. This must be measured, however, against the-I will

not say unfair burden, but the disproportionate burden upon those
types of businesses described by Senator Morton as being seasonal in
nature or in which because of retooling, et cetera, there are periods of
maximum employment and periods of minimal employment.

I have always, even though I have been intimately associated with
this program, been torn between the merits and demerits of this system.

1Now, you have described well the merits of it. As an experienced
businessman, what would be your attitude toward these businesses,
like the automobile industry, like the feed business, in which Senator
Morton and I in our private lives used to be associated? In the
wintertime the cows have to be fed. In the summertime, they, can
graze. How does a feed manufacturer keep steady employment?,

Mr. FISmiR. Senator, in my opinion, this is the cost of those busi-
nesses doing that kind of a business, and they ought to assume those,
costs or they ought to in some way provide for employment to take
up the slack where the slack exists. But these are individual situa-
tions that ought to be absorbed and handled by the individual em-
ployer, and an incentive ought to be provided so that he~will do some-
thing about it personally in the individual instance.

Senator GORE. Well, Mr. Fisher, the other argument is that these
are unavoidable situations, and the individual business in this par-
tici lar case ought not to bear all the burden but instead Iit. should, bp
absorbed in the entire unemployment compensation sy*m, lMaybe
we can make the same arguments supporting the :same point 1'de-
pends on who bears the burden, or to put it another way, whose p oqo-
book is open.

Mr. FISHER. Well, this is the cost of goods produced by tha t,com-
pany, in my opinion, and, they are the ones that oight to handle. the
'Problem or bejgien a less tax forgiveness in tlhi prticsp lar.dkin of
an instance. We find to be true, you see, in our seasonal business, as
you know or maybe do not know, because we have a roofing granule
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operation where we provide materials that go into the construction of
roofs, the ceramic-rock-type material.W Well, in our part of the country, especially in Minnesota, you do
not put on very many roofs in the wintertime. So, as a roofer, we
do have a seasonal fluctuation of employees. The employment count
goes up and down, based on the seasonal fluctuation.

We have paid unemployment compensation for a good many years
before we became smart enough to realize that ,ve Could make pallets
for moving materials around in this plant during the wintertime,
so we put the people to work that were working on the roofing gran-
ules in the summertinme and making pallets in the wintertime, and we
eliminated these costs. This is the type of thing employers will come
to if they find it is going to be costly not to.

Senator GoE. I agree with you. I have seen it; I have witnessed
it, and in numerous instances. You have cited another

Well, now, just asthe' incentive system operates to encourage sta-
bility of employment on the part, of those industries and businesses in
which it is possible, the high costs to the employer who cannot attain
a merit rating surely encourages him to lay off a man at the very first
possible opportunity. e

Mr. Fxamm. This is true. But at the same time, if the high cost
of unemployment compensation exceeds the cost of trying to find some
other work for him, hen, of course, he is going, to try to find some
other work for him. '

SO, I tihink the incentive really ought to be increased rather than
lessened in' this 'ir a, because6 the name of the game is'putting the fel-
low to work; isn't i really?

Senator GoRE. Some of these times, I would love to invite you out
to mya'paAiimnt f6r ainier 96m6'night afid then get another gentle-
man who is g of'nsiness that cannot take advantage of the
merit system, afid then I wiJl st )iack and'enjoy the argument,

Mr. 4"isinia: 'I wouldd really 'like 'to' do'it because; yu vsep, you have
to work this into the price'of the product. .' ',", •

We hve both kinds in our. usiness, and we scramble with both
types. J' ' uiifortuhately, or fortunately rather, state' to you -that
my compaih A ek epiding'rapidly, and,' 'as a result, 'we are ible
to maintain a high level of employment. Mr. Hartke knows this
to be true, in Indiana certainly. We hope that this is always going
to be ,the elphasis that our economyis going 'to, be an expanding
ecohoni h b iv W cii 'alwaysaint fin a high level of employment.
This is reflllf e anf.-j ~ "'

I Uieinplonent' oiflensation, guaranteed annual wage, all these
things ire "a iiegati'v-"apiir6ach 't6' the robl i* .' The' positive ap-proach, in my opinion, js to maintain the economy it such 'a level
that there is not any rihriploymneft, that 'we' maintain jobs'for
people because people want to work."''This is 'the first 'premise"wehaYv toopea t'n','in*i my o'pni6i. '' " -.

Se4atorGouE. I agree- ithyoucompletely on thek.
FIthankybu. .:  ... ,. ...'. .. . . .:. ,

S n~to HaArm. Mr. 01hairman;1 I would like 'to say that the 3M'Sis a. Pib O e SiVe organizations: aid I: in"no way'want to take away
fion 'ft, The e Aiipes" Wh1chi 'ou' cite irie very. 6omniendable, andl
certainly could be extended nationwide into every itidudtry :even

65-992---6M-----21
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though those which are capable of it today are not trying to do it ini
many cases, unfortunately. I do not think necessarily, it is a case of
intentions, it is probably as much neglect as anything else.

But the point of it is, 'as I understand the basic theory of stabiliza-
tion of employment, that one of the items upon which it is premised
is not employment for the job's sake alone, but rather providing a
steady income to the employee; isn't that the whole idea of stable em-
ployment?

Mr. FISHiEl. I do not think you can separate the two, sir.
Senator HAFTKE. This is what I am trying to say, really.
When you talk about stabilization of employment, you are talking

about providing for stabilization of income.
Mr. FIsHEi. Well, you -ra doing more than that, sir. I do not

think providing income without a job is very dignified.
Senator HARTKE. I think that providing income without a job is

not alone foolish but it is also very dangerous, I agree with that.
But the point also remains: If the incentive system works toward

stabilization of employment under the workmen s compensation law,
why wouldn't it then be advisable to provide for an overall incentive
system? We could provide such a severe penalty that unemployment
compensation would no longer be attractive to anyone and, at the same
time, provide for continuous employment for all workers.

Mr. FISHER. Well, I think your premise is a little faulty, in that you
are assuming that they have a job, just because you are going to pay
them a wage.. This is not necessarily true, and I do not believe-

Senator HARTKE. I am assuming they are going to receive wages
because they have a job.

Mr. FmHER. But you cannot reverse it, sir. You cannot assume they
are going to have a job, because they are receiving wages.

Senator HAu'rNE. I understand that. But the point about, it is that
if you have an incentive to stabilize employment, wages will be stabil-
ized with them, will they not?

Mr. FIshEmR. If you have a job.
Senator HAmmrI. If you have a stabilization of employment.
Mr. FISHER. This is true of those who have jobs to provide, right;

this is true.
Senator HARTKE. If you have-
Mr. FIShiER. I agree with you.
Senator HARTKE. If you have labor stabilized, if you have all of the

workable labor force employed and stabilized on an annual basis so
they are not in a seasonable category, such as Senator Morton implied,
the net result of it will be that you will have a guaranteed annual wage
for those people.

Mr. FISHER. In effect, this is what occurred.
Senator HARTKE. That is right.
Mr. FISHER. But you do not have to force this, because this will be

true regardless of legislation or anything else.
Senator HARTKE. All right. But the incentive method-all I am

coming back to is that if the incentive method is good enough under
the unemployment compensation laws to achieve this type of individ-
ualized result, why would it not also ke good enough to achieve the
overall effect I
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Mr. FISHER. I just cannot conceive that the two are compatible. I
do not believe that the unemployment compensation-

Senator HARTKE. 1 do not want you to see it and accept it as a
challenge, but I think the logic, if it is logical on this basis, has to be
logi al on the broader spectrum.

Mr. FimhER. Well, 1 would like to debate that with you sometime.
Senator HARTKE. I am not interested in debating it. If you want to

think about it, that is all right.
Mr. FisHER. All right.
Senator HAR r,. Let me ask you one other question.
One important and significant factor involved in these examples-,to

which you refer, and the thing to which you alluded a moment ago! is
that we have an expanding economy now, and have had for the last
51/2 years, although there are some dark clouds on the horizon at the
moment. Whether they are going to materialize into a storm is hard
to say, but they are there.

The truth of it is: If you had not had an expanding economy you
probably would not have been able to achieve all of these results, or
possibly any of them; isn't that true?

Mr. FisnEi. I think they could, in some instances.
Some of these items I have cited occurred much prior to 5 years

ago, and it has been our contention that this our responsibility. When
we assumed the responsibility of employing an individual, we like
to think that we just do not have him come and go like the wind; that
we have a responsibility to try to continue that person's employment,
either with us or with someone else.

Now, we are not able to achieve this in evely instance, but I believe
if all employers made the same kind of an effort that this could be
improved upon a great deal, sir.

Senator HAwrKE. And if all employers do not make this kind of
effort, which you have to admit they do not isn't that true-

Mr. FisHER. Well, a good many of them do it, more than I thought
did.

Senator HAwrKz. Yes, I know. But a great many of them do not
do it.

Mr. FISHE. A lot of them.
Senator HAwrKE. And a great many of them are not in position

to do it.
Mr. FIBuFR. Where it is possible to d6 it.
Senator HIAhrTR. In other words, you have those who can and

won't, and you have those who can'.
Mr. FisnER. In the communities which are relatively small, and

you are the principal employer, it is a little difficult to work out this
l)roblem.

Senator IIAiTKE. So if this is good for 3M, why isn't it good for the
country as a whole? Why isn't it good as a swial approach?

Mr. FISHER. The securingof employment?
Senator HARTKE. Yes.
Mr. Fisuit. Well, that is the effort being emphasized here.
Senator HAwrHj. All right. I am just going to say that if the

incentive system on the rating experience is a good method here,
I would say that it certainly deserves considerations for effectuating
the requirements of the Employment Act of 1946.
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Mr. FISHER. I would certainly agree that the incentive here helps
to promote that kind ofan approach.

Senator HARTKE. All right.
Senator MORTON. Mr. Chairman, to develop this a. bit more, I do

not want to drag this out, but, of course, the Senator of Indiana is
talking about employment, employment opportunity,,guaranteed
annual wage. lie has not mentioned the word "money." You have
got to pay these people.

Now it is perfecty alright to go along on your theory, except how
are you going to pay them? How are you going to meet that payroll
every week? This is important, it seems to me.

Senator HRTk. ,I would relate it to employment.
Senator MORTON. Let us take strawberries, for example. We are

raising strawberries, they all come in at one point. If you are going
to guarantee an annual wage for these people raising strawberries,
you are not goirg to raise many strawberries.

Senator I11ARTKE. Well, Senator Morton-
The CHAiRmAN (presiding). Just 1 minute, gentlemen. If the Sen-

ator wants to ask the witness a question or make a statement in his own
right, lie can; but I am going to insist that the witness have a chance
toanswer the question.

Senator MowroN. I reserve the balance of my time. [Laughter.]
Senator HARTKE. Let me say to the chairman, Kentucky is not so

far away. I live in Evansville; I will hop across the river and talk
tomy friend from Kentucky.

The CHAIRMAN. The Senator can make a statement, but I would
like to keep the Senators from debating this matter here.. 'We will
have plenty of time to debate this'in executive session.

Do yon have any question, Senator?
-Senator MorroN. No.
The CHAIRMAN. Let me askyou about this: I have been trying to

fiW: why, it was that when this 'act started out, the mAximum benefits,
the maximum weekly benefits, were relatively much higher than they
are now. --I tried to explore the history of thiswith Mr. Rauschenbush,
who is perhaps known to you. He was in charge of the Wisconsin
program when this program went into effect back in 1935. I wanted
to kiow why it was 'that the State benefits, tended to be rather uniform,
percentagewise, at that time and why there is such a wide disparity,
now. And also why the benefits paid at thattime appeared to have
been about 63 percefi, of weekly wages) when today they are far below
that.

Here is what he said:
Well, in the earl.* history 6f Federal participation a few years after we passed

our law-

Meaiig the A icon-sin -1awr-
I was asked to help draft a bill whiph the Sociol, Se~urity Administrator might
send out to the States, and in the process of drafting, that bill. what, figure did I
put In? I putin a $15 n axlmum weekly benefit figure.

., Xw, fralkly, i w i6i figure thatley just ro mI ended ii paren-
thb)w in a 1935,Qrt to tb6 Pesident~thatI s4w. thik that i§ how

I did not try to say ho mineh eAch State should roll Its ownand under the
pressures of the time limits and the like, a good many States Just took that $15
figure.
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Now, Senator, as you know, a flat dollar figure would be a very uneven percent
age of wages in a great many different States. So that is partly a historical
accilent that it started out that way.Now, over the years in every State year by year in their legislatures they have
been considering what the proper figure ought to be. What should be the maxi,
mum benefit amount for the highest paid workers, and they have been adjusting
this from time to time.

Then, he goes on to take Wisconsin to show what they have done.
Here is the kind of thing I find.
Maritime puts out bids to build a ship. For example, here is a con-

tract for $50 million of shipbuilding, a single contract. Avondale
bids on it at New Orleans. Maybe a shipyard at Alabama, at Mobile,
bids on it, and this outfit up here at Maryland, at Baltimore, bids
on it. - ..

Now, we win it by $100,000. That is one-fifth of 1 percent of the
contract, by Which we win that bid. As I mentioned to a previous
witness, it was not all over with. They went uphill and downdale
trying to invoke something of a Defense Act to bypass the Louisiania
bid, but they did not get away with it. So we got'the business, and
we were $100,000 low.

Assuming that wages are at least 50 percent of the cost of that, wheft
Alabama bids on that they are looking at, let us say, an average un-
employment to? rate of 1.1 which they have to pay.

Now, in Louisiana, we are looking at an average rate of 1.8, so we
have got to offset seven-tenths of 1 percent.

I am not ire Alabama actually bid on it, but if they did we found
other factor3 to overcome it.

A' A ama pays a maximum unemployment benefit of $38 and we are
paying $40, but we have some other incremental benefits that they do
not have.

Now, then, here is Maryland with a $50 benefit, and an unemploy-
ment top rate of 1.9. That 1.9 just happens to be the difference by
which we lut them out of business.
Having beaten them on that bid, the next time they bid, against. ns,

we are going to have a much greater advantage because we have a
much better experience'rating in Avondale where we are keeping the
yards in work,

Now, I personally Would like to see these States quit competing with
one anoler--bf'sod on who can do thd least for their unemployed
workers. Short of voting for some kind of Federal standards, could
you tell how you can help bring that about ?

Mr. Fising. Well, I do not think that there is any one factor, sir,
that causes these bids to be equitable ot inequitable. I think that
efficiency of operation' othet than unemployment compensation, and
a lot of other factors have a good measure to play in whether or not
you are it low bidder or a high bidder.

I think that we can compete with Japan; I think we can compete
with s me' other foreigri countries.

The CHAIRMAN. Sir, I am just talking about States competing with
one another,

Mr. Frsrimt. Well, I am-i-the principle is the some, you see. t is
the cost of doing business and Whther or not you are more eftlcient.

Tht ClA AM*At. Did I hear you say that we cancompete with Japan
in building shipsI
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Mr. FmshER. I do not know about building ships, but I say in many
kinds of other products.

The CnAHMIAN. If we (lid not have a subsidy to build ships, we
could not build the first steel ship to compete with Japan.

Mr. FiSimr. That may be true of ships. I have never been in the
shipbuilding business, so I do not know.

The CTAIRMAN. I just got a cold because I rode down the ways with
a ship. We rode down the ways. My little daughter broke a bo )ttle of
champagne over the ship.

Mr. FISHER. I feel the same way. I get seasick on them.
The CHAIRMVIN. I had to serve on them during the war. But the

Japanese costs are far below ours. Are you familiar with that minority
group who recommend that we buy our ships from .Japan rather than
build them ourselves, because their costs are so much lower than ours?

Mr. FIsuimi. I do not know about building ships, but I know we can
compete because of efficiency in this country.

The ChTAIRMAN. Here is what I am talking about. Here we are
bidding on a shipbuilding contract, and 'ust, to take one example, we
are biding on a shipbuilding contract, and here is one fellow in one
State-look at the highest State. Here is a State that has a 2.7-per-
cent unemployment tax. There might, be some higher, but that is one
of the high ones. They have higher benefits, and they have a 2.7 tax.

Here is some fellow competing with them and lie has lower benefits
and he has got-let me see what is the low-0.5.

If you have got to sharpen your pencil and squeeze out all the costs,
and you have got a lot of unemployed workers and your bid is in bad
shal)e because you are not getting enough business. "In a shipbuilding
contract, a good competitor is going to whip you everytime, if lie has
got a 2.2-percent advantage over your going to win other factors being
the same.

Now, I dislike to see one State competing with another to attract an
industry by having a poor program, inadequate payments for their
unemployed workers.

When it first started out, that was not the case. The States all
apparently adopted a pretty uniform set of standards to go by, and

that is because Mr. Rausenbush here and these peoIple over in the
agency sat down and wrote up what they regarded as a model statute,
and because the States themselves knew so little about it, they just took
the statute and passed.

But. if you would like to get the States in line to where they are offer-
ing pretty much the same incentive to their workers and trying each to
provide a benefit that. would be appropriate compared to wiat the next
State is doing, how are you going to do it short of passing and imposing
some sort of Federal standards ?

Mr. Fisinr. Well, I really believe, sir, that the State has, and every
company has, its own problems., '

Now, you are assuming, of course, that everything else is equal which,
of course, is a pretty large assumption.

The CHAIRMAN. Well, those folks in Maryland had more to over-
come than that. They had a union, and there is no union in that
Louisiana plamt. But, they also had some advantages. They were
Sitting alongside a steel mill, and the New Orleans plant was not.
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By the time you take all of those factors, and you add up two col-
inus of figures, leave out this unemploynment insurance item, and the
bid of those two firms woulh have been virtually indentical on a $50
million contract.

Both these bidders are very efficient operators, both good ship-
builders, one with an advantage that is offset, by the other's advantage,
and you look down here, and you look down here at your employment
insurance program, and that is the difference between it company
staying in business or a company losing out, going out, of business.
Wouldn't it seem fair that. the unemployment insurance benefits ought
to be pretty even, percentagewise, State against State when they are
l)idding on TFederal workI

Mr. FisimISR. I just do not believe it, sir. I agree that you can iso-
late an instance, but you do not burn down the house to catch a mouse,
you See.

It is my opinion that this is an isolated instance. Also, sir, if you
are to take another factor of labor cost, did not take the unemployment
coml)ensation cost in this particular instance-I do not know what it
is, but. if you took the labor costs, you probably would find there is a
disparity there also between one contractor and another.

The (InAIt.,N. But the point, is-by the time you get. through with
all these different, factors, it winds up both people have practically the

nme cost on the overall, except for this one advantage which winds up
)utting the Louisiana firm ahead of the other one. Right now, that
hell)s Louisiana, that our firm has a lower unemployment insurance
cost.

Mr. Fisimt.. But why isolate this one, this particular item, why iso-
late it when you could also apply the same principle to wages, you
could ap)ly it. to labor unions, one having a labor union and another
does not, which restricted flexibility in your work force, and all the
things you have with it ?

You can isolate it. by saying if you do not have that, one item there
would be an equal bid approach, too.

Now, if you try to equalize employers' costs in every department,
then why )id? ,Jist pick one.

THEm tIAWmMAN. Well, Mr. Fisher, you represent the chamber of
commerce. I have worked with chambers of commerce in Louisiana,
in my home town, and in Shreveport New Orleans, or any other city
that importunes me to help them. i have worked with them to try
to help bring industries into my State and, frankly, everytime we
talk about increasing benefits or improving our unemployment in-
surance l)rograin, they raise this point: we are having to compete with
other States to bring industry in here, and if we are going to get this
cost up here it is going to make it more difficult.

I have talked to a lot of industrialists, and you have, too, who tend
to tell you "Well, look, it comes down to deciding where we are going
to i)ut this plant; we are going to put in all the costs that we can predict,
including our wage rates anl including this unemployment insurance
and the taxes we will pay in your State, and everthlng else, we put
them all down. As far as we are concerned, when "we add up that col-
imumn of 'figures, whichever State shows up with the lower production
cost figures, that is the State we are going to choose."

Tliat is hlow most industrialists tend to do it, is it not?

317



313 UNEMPLOYMENT INSuRANCE AMENDMENTS OF 1906

Mr. FISHER. This is true, but you take just one tax item, sir. There
are about seven or eight factors that you consider, at least, in locating
a plant in the area. You do not take a temporary advantage in a tax
situation necessarily as the sole reason. There are a lot of factors that
you have to consider in locating a plant in an area.

For instance, in this examp'ie you cite, I do not know what the tax,
the income tax, situation is in these States as far as the State tax is
concerned. This could be a factor also, and I am sure that employers
object to increasing the State income tax, wouldn't they, also, on the
same basis of increasing the unemployment compensation tax, because
it would give them a disadvantage in competing with other States that
had a lower tax?

The CHAIRMAN. Here is the point I an1 getting to. I would hope
there would not be any great deal of advantage for States that do not
provide adequate unemployment insurance benefits over a State that
does in seeking new industries.

Can you tell me how on this committee I can help see that that re-
sult does not obtain?

Mr. FISIIER. Well, sir, I believe if the unemployment compensa-
tion-

The CHAIRMAN. What would you recommend I do if I would like
to try to see that Louisiana, Alabama, and Maryland for example, or
any other States are not competing with one anh;ther for industry with
the competitive advantage going to the fellow who does the least for
their unemployed workers?

Mr. FISHER. Well, sir, I really believe that the State that. is doing
the least for the unemployed worker is not going to have skilled work-
ers to be employed, and they are going to lhave considerable difficulty
attracting business if they do not have the employees in the State that
are going to provide the type of labor that they need to do the job.

Now, the incentive there, i2? you do not. lve reasonable benefits in
the State, the employees are going to go some, place else, work in some.
other State, and this law provides that, opportunity, sir, H.R.115119,
which eliminates the inability of a person to receive benefits in one
State if he leaves another State. I believe that there are some
factor-

The CUAIRMAN. My experience has been it works just, the other
way around. We had skilled workers in New Orleans, they had skilled
workers in Baltimore. We outbid them, and the difference is right
here in the unemployment insurance rate--s. Their workers are out of
work, We are fillea up, and are lokilag for more workers. Their
workers are on their way to Louisiana to help build ships, if they tire
looking for work. Louisiana is filled up.

I want to get your reaction as to how to keep State competing with
one another by preventing the State that offers the skimpiest bene-
fits for unemployment insurance from being the State that gets the
industry.

Mr. ,IshEi. Well, my observation on the example you cite is that
unenmployment compensation is not the guilty item. There are lots
of items that have to be considered along with the unemployment
compensation disparity. 4

Senator HARIXE. I would Just like to point out that. Governor
Scranton in his r&c6mmendations to the State Iegislature of th6 State
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of Plennsylvania? in his argument for reducing benefits in that, State
when he made his pleas to reduce the benefits, it was on the basis of
this: it was in possible for them -to be competitive in the field of at-
tra ting new industry as long as their benefit rate was as high as it was,
and, therefore, they should reduce their benefit.

I also point out another item involved in the unemployment com-
pensation law which the chairman is pointing to, and I think this is
one of the factors which bothers me, too, and this is tie fact that you
are dealing with a Federal law here, you are dealing with a Federal
law.

In these other competitive things, you are dealing not with a Fed-
eral l a. but you are dealing with local environmental situations which
do not involve us directly. I think there is a difference.

Mr. FisIsmE. Sir, I do not think there is much of u difference when
you are figuring costs and I think the States where they have an op-
j)ort.unity to control their costs to eniployers have the same opportu-
nity in unemployment coml)ensation which they have today as they
would have in their State tax and all the other factors that go into
the costs of doing business in a particular State.

If you take this opportunity away from them, of course, then, their
lidis are tied, but 'tien they would have more of an incentive to do
something in the other areas of costs.

I just (I) not believe that, federalizing the standards is the answer to
your problem.

This, so far as this experience rating-
Senator I-TIAR'rK. Before we leave the subject, you do not think

federalization is the answer-you think it is not an answer. Do you
say that this is a factor which is involved? Is it a factor which is in-
voived in the total cost picture?

Mr. Fisuig. I certainly think it is a good thing to discuss.
Senator IArrKE. I am not. saying-I am talking about the example

which the chairman gave. Is the cost, the benefit. cost factor, in-
volved in the -total bid that is submitted, or is it not?

Mr. FI SER. Well, I think-I do not want to evade your question,
because I do not know if I know the answer, because I do not have all
the facts.

Senator IHARTI'. Well, all right. Under ordinary circumstances,
would it not-I am surprised, really, that we cannot get an answer.

Mr. FISnF.R. Well, here, let me tell you-
Senator ITARTKE. It is one of the factors of cost, is it not?
Mr. Fismn. There is no question about it.
Senator ITARTVR. That is all I am asking. It is a factor of cost,

and if there is a differential, and if there is a disparity, what
the chairman has said is that the disparity, in his opinion, was one of
the factors which made it possible for the contract to be awarded one
place rather than another. I I

Now, since you say 'that federalization of standards is not the
answer I am left: too, in that situation. What is the answer?

Mr. iSHERI. Well, Senator, I just 'do not believe that this is the
pivotal answer as far as whether or not you locate in a State or
whether you provide a bid in a State.

I think there are lot of'other factors that are just as important
and if you are 'going to federtlize aill of -them, then you" have a reai
problent ' ' " ' '

319
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Senator HARTKE. Can I offer you-What you are saying is that
you do not think it is as much a factor or as significant a factor which
warrants changing the statute? Is that what you are saying?

Mr. FisnERi. That is true, too. I think there are more disadvan-
tages to doing so.

Senator IARTKE. I am not saying I agree with you, but I think I
understand what you are saying.

Mr. FiSHER. Thank you, sir.
The CHAIRMAN. My staff assistant points out to me something I

did not quite realize.
When I told you about Maryland, those Maryland Senators and

Congressmen did everything they could to try to get that bid for
Maryland, even though were $100,000 above the bid of the Louisiana
shipyard. Of course, we Louisiana boys took care of our constituents,
too. It worked both ways. It was just a. gooJ fight to see who could
get the business. We had the low bid, and we thought we were
entitled to it and we should get it.

Their argument was that they had a lot of unemployed people up
there, particularly in that shipyard, because they were not getting the
business.

If you look at their experience rating and assuming in their case it
is correct, that they were suffering from lack of business, then that
would tend to give them a poor experience rating, would it not?

So, then, you take a look and see what is the tax rate in Maryland,
based on experience rating and it goes from .8 up to 4:2 percent. You
can assume they have to buck a 4.2 unemployment insurance tax in
1965. Avondale, on tho other hand by having a big backlog, of almost
$500 million of work-they are doing a great job, and they are great
shipbuilders-has all kinds of efficiency ratings. In fact, they .weld
more steel together per hour of work than any shipyard in this country,
and, perhaps, in the world. I think it is more than any shipyard in
the world.

With all the big backlog, they would tend to have the best experience
rating which in-touisiana would put them at the lowest rate of .9
percent. That means that Maryland shipyards bidding against
Louisiana has to overcome 3.3 percent bid where the low bidder gets
the business. The 3.3-

Mr. FISHER. Well, you see, Senator Long-
The CHA MAN. Now, frankly, it worked out to our advantage very

much that way.
Mr. FISHEm. But, Senator Long, shouldn't this be true: Shouldn't

this be the case if a plant is more efficient, is able to keep their em-
ployees working, is aggressive and on the ball, shouldn't they have an
advantage?

The CHAI MAN. I do not think that we ought to have an advantage
over the other fellow by virtue of providing very, very meager un-
employment insurance benefits. It seems to me that is an unfair
advantage to have over the other fellow.

Mr. FIsHER. You see, I do not know that that is a difference. I
think the difference is the efficiency and the fact that their experience
rating was much improved. As a result, they had a lower tax cost-
as a result of their efficiency, and because they kept the employees at
work, whereas, the other company apparently-I do not know 7--you
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understand these are hypothetical ones to me-but the other company
was less efficient, they had unemployment, they did not have the ship-
yard filled up with work, and, as a result, they have a higher experience
rating, and they had to pay more tax, because of the bad experience
rating.

Now, they had better get going or else they might be out of business.
The CHAIRMAN. Well, frankly, I would concede to you, the point

about the experience rating. I am not proposing, and I do not pro-
pose, to change the experience citing, but this great difference in level
of the benefits where in some States, as it stands now, in six States
of this Nation, the benefits are less than 35 percent of the average week-
ly wage, where in one State the benefits are about the average of what
they were when they started the program, 65 to 69 percent, and in
some States they are 50 percent of average weekly wage.

Senator MORTON. What page are you on?
The CHAIRTAN. I am looking at page 40 of our blue document

prepared for the committee.
Now, they did not start out that far apart, not anything like that.

The, relative benefits were much greater, and if you wanted to put
them relatively in line with where they were to begin with so that
the benefits bore a similar relationship to weekly earnings, short of
voting for Federal standards, how can I accomplish that as U.S. Sen-
ator? That is what I want to know? How would you have me do it,
if you were I?

Mr. FisnHER. In my opinion, I think this is a problem that the
States ought to cope with, and I certainly agree that they ought to
raise the standards of their minimum-at least, the majority of the
employees, recipients of unemployment compensation, should receive
50 percent of their pay.

The CHAIRMAN. I have a lot of sympathy with that argument.
Let me say this, Mr. Fisher, I made that type argument on the

floor of the Senate in the field of civil rights. We southern fellows
were doing the best we could with tie pro)lemI and making headwav,
but eventually those Senators voted a cloture petition to make us sit
(]own and shut up, and voted for a civil rights bill because they felt
we were not moving fast enough and not doing nearly enough about

Now, in this case, the States are moving, I will concede that to you,
but I think it does present a fair question: Are they moving as fast
as they ought to be moving in this field?

Mr. FISHER. Sir, I think that the States have been experimenting
with unemployment compensation and going a good job of experi-
menting with it. . .

As you say, they started out on one basis, and they have changed.
it. They have been experimenting, they have been permitted to ex-
periment, and I think they ought to be permitted to experiment
so that we find the best solutions to these problems.

I do not think there is a pat answer to all of these things that are
confronting all of us today in these areas.- So, as a result, I think
we have to do some experimenting. I do believe the States have
done a good job of improving their unemployment compensation
approach to the problem.,
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I do believe they are going to continue to do this. I think they
ought to be encouraged to do it and I think employers ought to be
in the forefront encouraging this. I do not think they ought, to be
fighting against a fair approach to unemployment compensation pro-
visions of a State.

I think they ought to get in there and do some work to see that they
do have fair provisions, and then we would not have problems like
this if the provisions were fair. But I think the States ought to work
their problems out, because the problems are different in each State.

I do not think you can make them uniform.
The CHAIRMAN. Well, you would concede, or would you, that the

kind of example I am giving you where one State has higher benefits,
substantially higher benefits, than the other does give that State a
competitive advantage over the other?

Mr. FISHER. Not willingly. I would not concede that willingly.
The CHAIRMAN. Well, Irwill not push you too hard.
Senator HATRTE. He does not want to concede; he thinks it may be

true, but he does not concede.
Mr. FISHER. I would like to go into it a lot further than doing it

at this point, sir.
The CHAIRMAx. Thank you very much, Mr. Fisher.
Mr. FISHER. I would like to continue. I do not know whether

there is much use, but I would like to continue.
I do not know what we have said, having covered a lot of things

we were going to say, but I have enjoyed this exchange, and I wish we
could continue it, because it is refreshing, and I know that we all
show our interest in these problems.

The CrAIR,[A. It proves that committee members are listening to
you. It prove. that much.

Mr. FIsHER. This is an interesting revelation. I enjoyed that part
of it, too. But I would certainly wish to pass over the remaining
statement which deals with S. 1991 and now go to the provisions of
H.R. 15119 which, of course, is the 'bill that we feel is a reasonable
bill in proposing changes that are being contemplated by this
committee.

It contains really two major provisions, as we see it.
The first will strengthen State freedom and control. The second

provides for greater protection against invohntary unemployment,
chiefly for the millions who regularly must work for a living.

In appraising the performance of the States, it should be remem-
bered that unemployment compensation was initiated in the depres-
sion days of the late 1930's. Within a very few years thereafter, the
Nation was engaged in all-out war and total economic activity. 'This
was followed by reconversion, postwar recession, the Korean war,
and two subsequent recessions.. We believe Congress showed excellent judgment in giving complete
freedom to each State to create, and to tailor its own UJC program to
changing conditions. With no experience to guide them, State legis-
latures have truly done a fine overall job during the troublous, turbu-
lent times of the past quarter century. Each State has been a labora-
tory-free to experiment, to make mistakes, and to correct them.

Each State could thus profit from the experience of others.
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Examination of the record for the past 25 years would reveal many
examples of individual State experimentation. For instance, several
'years ago, one State shifted from variable benefit duration to uniform
duration. -After a few years of experience, that State returned to
variable duration.

More recently, several States have been experimenting with allow-
ances in addition to weekly benefits for those unemployed workers with
family dependents. The results are being observed by other States
to determine the desirability and feasibility of this kind of added
protection.

Some experimentation, however, has been prohibited by decisions
of the Secretary of Labor--or even threat of such decisions--that
proposed changes in State UC programs would be found not in con-
formity with the Federal law. Recently, one State proposed to extend
UC coverage to charitable institutions, with such employers being
charged onTy for the cost of benefits aid to their former employees.
The Secretary of Labor made a finding that this proposed change
would not be in conformity with the Federal law. The State had to
abandon this proposal, but it is now specifically recommended in S.
1991 as ar-equirement for all States. Moreover, this proposed change is
precisely. the arrangement for UC coverage of Civil Service employees
of the Federal Government.

At the present timie, one State is proposing to extend coverage to
employers with one or more employees. This proposal would limit
the number of weeks of l'enefits charged to the reserve accounts of
newly covered very small employers. This is now being reviewed by
the Department of Labor as to conformity.

Another example occurred a few years ago. A State endeavored
to adjust its UC program to deal with a unique seasonal unemployment
situation. It proposed to establish a variable waiting period, with the
duration varying with the amount of prior earnings of the UC claim-
ant. The Secretary of Labor made a finding that this would be not
in conformity. The State had to abandon this experiment which it
felt was needed to deal with a patticula:rly heavy diain on its UC fund.

Without passing judgment on the merit or soundness of such find-
ings by the Secretary, we believe that the freedom of the States to
experiment needs to be strengthened by providing for appeal from the
Secretary's finding of nonconformity.

This is not a novel proposal nor would it create a precedent. The
Congress has already provided for judicial review by a Federal court
of orders or findings of many other departments and agencies of the
Federal Goverriment. These: include decisions of *the Treasury De-
partment, Secretary of -the Arny, Interstate Conmerce Commission,
Federal Communications Commission, Federal Trade Commissioin,
National Labor Relations Boatd, and the Administrator of the Wage
and Hour Division of the De artment of Labor, I. know you gentle-
men are familiar that'judicial review is incorporated in a goo many
areas.

We urge that this proposal in H.R. 151.19 f6r judicial review be
approved--without change.

In our discussion of tei Federal extended benefit program pt'oposed
in 'S. 1991, we recognize a problem faced by a, good manypeople lho,
in normal times, would be regularly t mployed. They may experi-
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ence very long term unemployment, and hence family hardship, only
because of declining business activity.

Twice Congress has been faced with this situation, once in 1958 and
again in 1961, and both times Congress took temporary action.

If protection is to be provided during recession, it should be ex-
tended to those people with truly substantial prior work experience,
and for a limited period. We, therefore, suggest that in recession
times, an extended benefit program which could be triggered in on a
State-by-State basis, or in all States simultaneously is an appropriate
added protection.

The recessionbenefit proposals in I.R. 15119 will meet the needs of
the times, and would be reasonably equitable.

H.R. 15119 provides for an increase in the net Federal UC tax rate
from 0.4 percent to 0.6 percent, and a two-step increase in the taxable
wage base to $3,900 in 1969 and to $4,200 in 1972.

The major purpose is to raise more Federal UC tax revenues to meet
rising costs of administration of unemployment compensation and the
employment service, and to finance the Federal portion of recession
extended benefit. costs'.

We are confident the committee will consider the advantage of rais-
ing the larger Federal funds as needed, solely by increasing the net
Federal tax rate, leaving the taxable wage base unchanged. This
would obviate the probable necessity of virtually all State legislatures
completely restructuring their tax schedules, in consequence of in-
creasing the wage base.

There is one aspect of H.R. 15119 which deserves special mention.
This is the fact that the Ways and Means Committee in drafting this
bill, and the House in approving it by an overwhelming vote of 374 to
10, rejected insistent proposals for establishing Federal benefit stand-
ards-especially a' standard on maximum weekly benefit amount. I
think we have already discussed our position in regard to what we
think of Federal standards.,

We do not question the intent of advocates of such standards but
.believe that, in their militant demand for a federalized unemployment
compensation system,; they: have refused to recognize the outstanding
job States have done in improving the protection against involuntary
unemployment."'' .

They ignore the fact that States, of their own: volition, have extended
protection from short-term unemployment to long-term unemploy-
ment. Some States have extended protection even to very long-term
unemployment.

They ignore the fact that States 'have increased weekly benefit
amounts far in excess of what would'be required to compensate for
-rises in the cost of living. -f

They ignore the fact that all States have reduced thewaiting period
before an unemplbyed person can get his first., weekly benefit.
, Let me emphasize' that these improvements have been made by the

State legislatures without any Federal compulsions, and I hope this
committee and the Congrss will recognize these virtues of State con-
trol. Improvements m maximum weekly benefit amount; where
needed, can also be achieved without Federal compulsion. ,
, III Conclusionj, We urge the committee to reject S 1991 and similar

proposals in their entirety, and to approve H.R.: 15119.
Thank you.



UNEMPLOYMENT INSURANCE AMENDMENTS OF 1966 325

(The prepared statement of Mr. Fisher follows:)

STATEMENT OF LYLE H. FISHER FOR THE CHAMBER OF COMMERCE OF THE UNITED
STATES

I am Lyle H. Fisher, Vice President in charge of personnel and industrial re-
lations for the Minnesota Mining and Manufacturing Company of St. Paul,
Minnesota. I appear before this Committee as a witness for the Chamber of
Commerce of the United States, and have served as a member of its Committee
on Labor Relations. With me is Mr. Karl Schlotterbeck, Manager of Economic
Security matters for the National Chamber.

The National Chamber appreciates this opportunity to present its views on
H.R. 15119 an S. 1991, dealing with the problem of unemployed workers.

We support H.R. 15119 as a reasonable. bill, effecting certain changes in the
existing Federal-State system of Unemployment Compensation.

We do not support S. 1991 because it contains-
1. Certain provisions dealing with both the short-term and the long-term

unemployed through the existing federal-state Unemployment Compensa-
'tion system which violate sound unemployment insurance principles;

2. Other provisions dealing with the very long-term unemployed through
a new federal program, which propose the same solution in good times and
in recession, although the character of the problem is not the same under
both conditions.

Such provisions are fundamentally unsound, and S. 1991 should be rejected
in its entirety.

We recommend, instead, two courses of action contained in H.R. 15119. The
first would strengthen state freedom and flexibility to every state may continue
to make needed and sound, constructive improvements in Unemployment Com-
pensation, as they have for the past quarter century. The second would pro-
vide additional protection to those regularly attached to the labor force against
very long-term unemployment in time of recession, when job-openings are not
readily available.

In this presentation we will discuss, first, those provisions in S. 1991 which
would directly and adversely affect the existing federal-state Unemployment
Compensation system; and second, the other provisions in S. 1991 dealing with
the problem of very long-term unemployment.

Finally, we will turn to H.R. 15119.

PROPOSED CHANGES IN STATE UNEMPLOYMENT COMPENSATION PROGRAMS

. 1991 contains numerous provisions amending the existing federal-state
system of Unemployment Compensation. Briefly, these would-

1. Permit any state to allocate its benefit costs on a basis other than the
unemployment experience of individual employers;

2. Establish for the first time federal requirements for state UC relating
to cost-determining factors;

3. Provide a federal subsidy to any state with so-called "excess benefit
costs";

4. Require states to increase the taxable wage base from $3000 to $5600
in 1967 and to $6600 In 1971.

Advocates of these various changes have contended that the existing federal-
state system of UC has "not kept pace with the times." They have stated that
"the twin, recessions of 1958 and 1961 exposed the system as being largely ob-
solete . . . It was plain that the system constructed in the 1930's was too fragile
for the 1960's, that it could not withstand the major crisis." These and similar
contentions are reflected by the broad accusation that "no major improvements
have been made since its original enactment 30 years ago."

We believe that a fair, objective appraisal of the independent performances by
the 50 states during the past quarter century refutes these contentions.
Per ormwane by the sat e8

When Unemployment Compensation was established 30 years ago, it was in-
tentionally designed to provide protection against short-term transitional un-
employment to persons with substantial Job-attachment. It was believed that
business could and should -do something about ,reducing such unemployment.
Therefore it was logical to 'finance tht, benifedt costs by a tax on employer pay-
rolls. It was als6 deemedessential tPo weave into the program an incentive, in



326 U UNEMPLOYMENTT INSURANCE AMIENDMENrP OF 1966

the form of experience-rating, so employers would make positive efforts to
regularize their employment and, thus, minimize their layoffs.

Major improvements have been made in this system of Unemployment Com-
pensation over the years.

The first major improvement has been the transformation of the original UC
programs from providing protection against short-term unemployment only, to
protection against long-term unemployment as well. When these programs were
initiated in the late 1930's, the federal government recommended to the states
that benefit duration be 14 to 16 weeks--then, and now, defined as the upper
limit of short-term unemployment. In 1939, most states provided benefits for
no more than 16 weeks.1 By 1965, however, all states provided protection against
long-term unemployment-that is, unemployment ranging from 16 to 26 weeks.
Of the 50 states, there are 48 that provide benefit protection for us long as half
a year, and some for even longer.

A second important improvement has been the increase in the buying power
of weekly benefit amounts, despite rising living costs. In 1938, the average
weekly benefit was $10.66. Had the states merely kept their benefits in step
with the rising cost of living, the average benefit at the close of 1965 would have
been 126 per cent greater. Actually, by the end of 1965, it was 264 per cent
higher. Thus, benefits have been increased much more than the cost of living;
and the purchasing power of the average benefit last year was 70 per cent greater
than its counterpart prior to World War II.

A third significant improvement has been the reduction in the so-called waiting
period-the period immediately following a lay-off during which an unemployed
person receives no benefits. In 1939, most states had a two week waiting period
and some had three or four weeks. It was also common to require a waiting
period for each lay-off. Today, no state has a waiting period of more than one
week in 52 weeks, and 3 have no waiting period at all. Obviously, this reduction
in the waiting period means that the initial distress on being laid off involuntarily
is greatly minimized by reducing the waiting perod for the first benefit.

It is worth repeating that these improvements have been achieved through
Independent action in each of the 50 state legislatures and have been tested step
by step, to assure that they are soundly related to the local needs and resources.

Let me emphasize-these improvements were not the result of statutory com-
pulsion by the Congress.

One major improvement was the result of Congressional rather than state
action-the establishment of the Reed Loan Fund by the Amendments of 1954.
This Fund provides a "contingency reserve" to help any state during financial
stringency. Very wisely, Congress, insisted that any emergency help, received
must be repaid by the borrowing state. Thus, any state which borrows funds
is induced to take remedial action about chronic high costs that are out of
proportion to its own resources..

This brief historical review persuades us that the states have done an ex-
cellent Job In improving their own UC programs. We now will analyze the
implications of various provisions of S. 1991 in relation to essential aspects of
state UC programs.

Individual employer experience rating
One provision of S. 1991 (Section 208) would permit a state to abandon ex-

perience rating. This is a device by which each state adjusts its tax rate for
each employer according to his unemployment experience. This mechanism is
in line with the origindl concept for unemployment compensation as expressed
by President Roosevelt in his 1935 message to Congress:

"An Unemployment Compensation system should be constructed in such a way
as to afford every practicable aid and incentive toward the larger purpose of
employment stabilization."

Today, when one of our national' goals is to stabilize employment, individual
employer experience rating should be pt-eserved in every state program.

I can prove from the experience of my company that, In those states where a
sound experience-rating plan exists, we make every possible effort to regularize
our employment. For example, one of our plants in Wisconsin provided only
seasonal employment for about '20 employees on onie production job. When we

1The Department of tabor', In its statistical r reports,, .es tie unemployed Into! three
categories: the short-term unemployed--those who have 'been Jobless and seeking work
for 14; weeks or less , the long-term uneinloyed, jobless fot 14 to 26 weeks and the very
long-term unemployed, with duration extending for 27 weeks or more.
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laid them off, we had a potential benefit cost liability of around $20,000--year
after year. We found that we could transfer production to this plant and pro-
vide regular year-round jobs for these 20 people, and thus saved roughly $20.000
a year in UC benefit tax costs.

In a plant in Minnesota we provided seasonal employment for about 130 women
in connection with a product for the Christmas holiday season. Here our
potential benefit cost liability totaled approximately $40,000 a year when we laid
them off. By careful rescheduling and better production planning, we were able
to provide full-time, year-round jobs for 80 of these people, with substantial
savings in tax costs.

In another operation some two or three years ago we were planning to lay
off 140 workers permanently. The potential benefit cost liability was approxi-
manely $120,000. Some of our staff were assigned on a full-time basis to find new
jobs with other employers for these 140 people so they could start work on a new
job immediately upon separation from our company. It was concluded we could
well afford at least $40,000 of special staff expense, if it were necessary, to find
other employment for a majority of these. We succeeded and realized a very
substantial savings in benefit costs. And we found it didn't cost us $40,000 to
do It.

Recently, we constructed a new building at our research, services and admin-
istration complex in St. Paul. We handled some of the construction job with our
own company personnel. In connection with pouring the concrete, we took on 40
common laborers. When the concrete Work was completed, these workers--
employees of ours--were to be separated from our employment. If we allowed
them to become unemployed and register at the Employment Service, we were
faced with a considerable potential benefit cost liability. Rather than allow
them to become unemployed, then wait for the Employment Service to find them
jobs, and for UC benefits to be paid in the meantime, certain staff people were
assigned to contact other possible employers in the Twin City area and succeeded
in finding them jobs immediately upon their separation from us.
Federal benefit requirement8

Congress has always left to each state the authority to determine conditions
of benefit eligibility, duration of benefits, the amounts of benefits, and disquali-
fications, because these are the chief factors determining state UC benefit costs.
Leaving control over these cost factors with the state was consistent, according
to Ways and Means Committee in 1954, with Congress' ". . . original intent
that states be charged with ultimate responsibility in financing the benefits which
they elect to provide." Thus, authority over costs and the responsibility for
financing them were properly assigned to each state. It would be patently
unsound to separate full responsibility from complete authority.

S. 1991, however, would actually dilute the authority of each state over these
all-important cost-determiaing factors by establishing certain federal require-
ments. The first of these would be a'provision that no state could require more
than 20 weeks of prior work as a condition of eligibility for benefits. Another
provision would require every state to pay at least 26 weeks of benefits to all
who have had at least 20 weeks ,of employment in the preceding 52 weeks.

Among the several states, the number of weeks of prior work (or wage equiv-
alent) required for claimants to get 26 weeks of benefits varies substantially.
The proposed maxiMum "prior work" requirement of 20 weeks may approximate
the present requirement in some states. Is is substantially less, however, than the
requirement in 6thei.. Tlls variation among the states in regard to the prior
work required for a half, year of benefits clearly demonstrates that the proposed
maximum requirement would largely repudiate state experience in adjusting
their programs to differing coditios aAd needs.

Some contend that the' i'evail hg state maxini weekly benefits amounts
prevent the benefit-fpimula from yieldiing a 'benefit e~jual to 50 per cent of past
wages for too large a proportion of covered workers. A provision in S. 1991
would require every state to'adopt a three-step-inprease formula for raising the
maximum 'weekly benefit 'amount. 'Ultimately the maximum benefit payable
would be equal to two-thirds of the state-wlde avei g weekly wage of covered
employees.

This proposal is essentially a numberss gi'e, pro positl6n,, The only valid teat
of this benefit program is how it performs for those who receive its piotetion.

0 See "Employment Security Administrative Financing Act of 1953," 83 Cong., 1st,

House Report No. 427. p. 8.

1 65-992--06-22
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How does the majority of claimants fare? Is a majority receiving benefits
equal to at least half their former weekly earnings?

Recent experience for the entire federal-state Unemployment Compensation
system shows that a majority of claimants are getting at least half their former
wages In UC benefits. For the last live calendar years from 55.9 per cent to
58.9 per cent of all UC claimants were receiving adequate benefits. That is,
their benefits were equal to half, or more than half, of their weekly pay when
last working.

Other provisions in this bill would compel every state to pay UC benefits, in-
tended only for involuntary unemployment, to those who voluntarily chose to
be unemployed, or to continue to be unemployed. Specificaly, the bill would
require full benefits to those who voluntarily quite their jobs without good
cause. to those discharged for willful misconduct on the job, and to continue UC
benefits to those who refuse "suitable" work.

States need to vary their treatment of such voluntarily unemployed because
the problem of abuse varies widely. The freedom of the states to deal effectively
with their own problems in these matters should be preserved.
Federal subsidy of "cxrexa.9 benefit costs" in a state

Under another section in S. 1991 a state would receive a federal subsidy in
any year it experiences beneft costs above a certain level. This federal subsidy
would be financed half by an increase in the Federal Unemployment Tax ott
employers and half from the general funds of the Treasury.

Under existing law, each state is obligated to make necessary adjustments,
including an increase in tax support, to keep its program on a sound financial
basis. Thus, each state must exercise financial responsibility and prudence. I7a
case of emergency, any state may borrow from the Reed Loan Fund in order to
continue benefit payments.

Establishment of a subsidy would certainly invite irresponsibility and laxity,
especially when it would yield two federal dollars for each state dollar paid out
in excessively large benefits. This would be a federal incitement for states to
develop, and then to perpetuate, unsound levels of benefits.
Int-easing the taxable wage base for state UC

A provision in S. 1991 would Increase the federal taxable wage base in two
giant steps to the Social Security level of $0600, and also the federal tax rate
from 3.1 to 3.25 per cent. The purported objective is to bring the wage base
for UC purposes in line with that for Social Security, It is curious that use of
the term "taxable wage base" in two entirely different programs should be con-
sidered by anyone who understands boh to be a logical reason for making the
two identical in amount. In Social Security, the taxable wage base is a vital
factor in determining the amount of an indlvidual's monthly benefits. In sharp
contrast, the UC taxable wage base has no bearing whatsoever in determining
the amount of a person's weekly Unemployment Compensation.

The proposed requirement that each state raise its taxable wage base is not
essential to the continued operation of a sound UC program. Each state is now
free to determine how best to adjust its own taxable wage base and Its tax rate
schedules so as to raise sufficient revenues to meet estimated benefit costs.
The wage base and the tax rate serve only to raise funds needed for benefitH.

Nothing greatly constructive would be achieved by this requirement oil the
states that could not be achieved by increasing tle tax rate. 'Raising the wage
base would result in shifting tax costs from companies or industries with lower
levels of annual earnings to other employers with higher annual earnings-front
some employers who are responsible for a larger relative share of unemployment
to those who create relatively less unemployment. This undesirable effect was
clearly demonstated by the 1904 New York State kltudy.'

Each employer should bear the expense of unemployment benefits his opera-
tions create. This is economically sound, because such benefit costs would be
reflected in the prices consumers pay for the goods or services each employer-
firm produces. Raising the taxable wage base to the extent proposed in S.
1991 would defeat tWis sound objective.

y See New York State Department of Labor, "A Study of the Tax Base Under the New
York State Unemployment Insurance Law."
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THEu PROPOSED) NEW FEDERAL ROLE IN UNEMPLOYMENT COMPENSATION

Certain provisions in S. 1991 would create a new role for the federal govern-
ment it Unemployment Compensation. These would establish a 100 per cent
federal unemployment insurance program which would pay benefits for another
20 weeks to some of the very long-term unemployed. Such benefits would be
paid only to those with a prescribed amount of prior employment and who had
ue,,d up all their state UC benefits. These benefits would be payable in good
times like the present, as well as in recessions. Half the benefit costs would be
financed from an increase of the net federal tax rate applied to a taxable wage
base, increased In two steps from the present $3000 to $0600 by 1971. The
other half of the extended benefit costs would be financed from U.S. Treasury
general funds.

No one would deny that unemployment lasting more than half a year for those
needing and actively seeking full-time Jobs is a serious problem, or that people
experiencing such unemployment should receive suitable help. however, in this
I)ii, this problem of very long-term unemployment is dealt with as though it were
the same, whether business conditions are good or depressed. And hence, a single
solution-niore beniefits-Is proposed.

No single solution can fit the variety of circumstances that exist. Some un-
employed need to acquire a new skill in order to get another Job. In 19(2 Con-
gress recognized this when It established the Manpower Development and Train-
Ing Act. With the amendments of 1963 and 1165 the duration of training projects
were extended, the amount and duration of weekly allowances was in-
creased, and eligibility for allowances was liberalized. Funds were also pro-
vided for basic literacy training where needed.

Training Is not the answer for all the very long-term unemployed in good
times. In a free market the possibility that a person may become unemployed,
or is unemployed, is one meais by which resources are allocated. It is not un-
usual for an unemployed person to fail to find another Job because lie has put
too high i price on the value of his services. Obviously such individuals need
to readjust their sights by accepting employment at a realistic rate of pay-at
least for a temporary period until the local Job market improves and more suita-
ble Jobs become available. Another possible alternative is for such persons to
relocate in some other area where the demand for their labor and the compensa-
tion Is in line with their personal choice.

It may also be noted here that a state may take action to provide Jobs where
there are pockets of persistent long-term unemployed. In my home state of
Minnesota, the exhaustion of high-grade iron ore resulted in a severely depressed
area with continuing high unemployment of the miners. The state legislature
then adjusted the tax laws to encourage development of the low-grade, complex
iron ore known as taconite. As a consequence, the Mesabi Iron ore industry has
been rejuvenated, creating jobs for many hundreds of these unemployed miners.

In recession, the problem of very long-term unemployment is of a different
character. There will of course be those it this group who will not be able to get
new Jobs even when business conditions Improve. There will be others, ex-
perienced workers, whose skills will not prove to be obsolete and thus will be
re-employed as recovery gets underway.

In the last analysis, business recovery will certainly reveal which ones among
the very long-term unemployed need to make real adjustments-chiefly, the ac-
quisition of new skills, and of basic education. Conceivably, basic literacy train-
ing could be carried on even In recessions.

Thus, we see that the character of the very long-term unemployment problem
in good times differs greatly front that in recession. Nevertheless, this bill pro-
vides a single solution, although the underlying needs of the people involved are
not one and the same, regardless of the level of business activity and of Job op-
portunities. We therefore conclude that this proposal for a federally financed
extended benefit-regardless of economic conditions-is unsound and should be
rejected.

In sum, all provisions In 8. 1991 amount not only to expanded federal con-
trol in Unemployment Compensation but also to a new federal role. This bill
Is only a continuation of efforts to change the base character of the system.

Several times during the past two decades; this Committee has considered
various proposals for amending federal Unemployment Compensation laws.
Invariably, these proposals have been premised on self-serving criteria which
cast in an unfavorable light state performance in adjusting Unemployment
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Compensation programs. Such legislative proposals always extol the virtues
of federal control and specify increased federal domination over the states.

We urge the Committee to reject S. 1991 in its entirety-as well as a more
recent suggestion for federal sharing of the costs of regular state UC benefits.
Similarly, the proposal for complete federal financing of recession benefits should
be disapproved.

If.% 15119-AN ALTERNATIVE, PROPOSAL

As a whole, H.R. 15119 is P reasonable bill. It contains two major provisions.
The first will strengthen state freedom and control. The second provides for
greater protection against Involuntary unemploy ment, chiefly for the millions
Who regularly must work for a living.

strengthening 8tate freedom
In appraising the performance od the states, it should be remembered that

Unemployment Compensation was initated in the depression days of the late
1930's. Within a very few year thereafter, the Nation was engaged in all-oat
war and total economic activity. This vas t,,.owd by reconversion, post-w ir
recession, the Korean War, and two subsequent rt2essions.

We believe Congress showed excellent judgin.:it in giving complete freedom
to each state to create, and to tailor its own UC program to changing conditions.
With no experience to guide them, state legislatures have truly done a fine
overall job during the troublous, turbulent times of the past quarter century.
Each state has been a laboratory-free to experhnent, to make mistakes, and
to correct them. Every state could thus profit from the experience of others.

Examination of the record for the past 25 years would reveal many examples
of individual state experimentation. For instance, several years ago, one state
shifted from variable benefit duration to uniform duration. After a few years
of experience, that state returned to variable duration.

More recently, several states have been experimenting with allowances in ad-
dition to weekly benefits for those unemployed workers with family dependents.
The results are being observed by other states to determine the desirability and
feasibilty of this kind of added protection.

Some experimentation, however, has been prohibited by decisions of the Secre-
tary of Labor (or even threat of such decisions) that proposed changes in state
UC programs would be found not in conformity with the federal law. Recently,
one state proposed to extend UC coverage to charitable institutions, with such
employers being charged only for the cost of benefits paid to their former em-
ployees. The Secretary of Labor made a finding that this proposed change
would not be in conformity with the federal law. The state had to abandon
this proposal, but it is now specifically recommended in S. 1991 as a requirement
for all states. Moreover, this proposed change is precisely the arrangement for
UC coverage of Civil Service employees of the federal government.

At the present time, one state Is proposing to extend coverage to employers
with one or more employees. This proposal would limit the number of Weeks
of benefits charged to the reserve accounts of newly-covered very small employ-
ers. This is now being reviewed by the Department of Labor as to conformity.

Another example occurred a few years ago. A state endeavored to adjust
Its UC program to deal with a unique seasonal employment situation. It pro-
posed to establish a variable waiting period, with the duration varying with the
amount of prior earnings of the UC claimant. The Secretary of Labor made a
finding that this would be not in conformity. The state had to abandon this
Experiment which it felt was needed to deal with a particularly heavy drain on
its UC fund.

Without passing Judgment on the merit or soundness of such findings by the
Secretary, we believe that the freedom of the states to experiment needs to be
strengthened by providing for appeal from the Secretary's finding of noncon-
formity.

This is not a novel proposal, nor would It create a precedent. The Congress
as already provided for judicial review by a federal court of orders or findings
of many other departments and agencies of the federal government. These in-
clude decisions of the Trasury Department, Secretary of the Army, Interstate
Commerce Commission, Pederal Communications Commission, Federal Trade
Commission, National Labor Relations Board, and the Administrator of the Wage
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and IHour Division of the Department of Labor.' Of course, the most recent
example is provided by the Social Security Amendments of 1965, which provide
for federal court review of nonconformity findings of the Secretary of HEW in
connection with any State's changes in Public Assistance.

We urge that this proposal In 11.11. 15119 for judicial review be approved with-
out change.
Uncniploynictt protection in recession tintes

In our discussion of the federal extended benefit program proposed in S. 1991,
we recognize a problem faced by a good many people who, in normal times, would
be regularly employed. They may experience very long-term unemployment, and
hence family hardship, only because of declining business activity.

Twice Congress has been faced with this situation, once in 158 and again
1961, and bth times Congress took temporary action.

If protection is to be provided during recession, It should be extended to those
people with truly substantial prior work experience, and for a limited period. We
therefore suggest that in recession-times, an extended benefit program which
could be triggered in on a state-by-state basis, or in all states simultaneously is
an appropriate added protection.

The recession benefit proposals in H.R. 15119 will meet the needs of the times,
and would be reasonably equitable.

A dditional Federal financing
II.R. 15119 provides for an Increase in the net federal UC tax rate from 0.4%

to 0.6%, and a two-step increase in the taxable base to $3900 in 1969 and
to $4200 in 1972.

The major purpose is to raise more federal UC tax revenues to meet rising
costs of administration of Unemployment Compensation anti the Employment
Service, and to finance the federal portion of recession extended benefit costs.

We are confident the Committee will consider the advantage of raising the larger
federal funds as needed, solely by increasing the net federal tax rate, leaving the
taxable wage base unchanged. This would obviate the probable necessity of vir-
tually all state legislatures completely restructuring their tax schedules, in con-
sequence of increasing the wage base.

There is one aspect of H.R. 15119 which deserves special mention. This is the
fact that the Ways and Means Committee !n drafting this bill, and the House in
approving it by an overwhelming vote of 374 to 10, rejected Insistent proposals for
establishing federal benefit standards---especially a standard on maximum weekly
benefit amount.

We do not question the intent of advocates of such standards but believe that,
in their militant demand for a federalized Unemployment Compensation system,
they have refused to recognize the outstanding lob states have done in improving
tbe protection against involuntary unemployment.

They Ignore the fact that states, of their own volition, have extended protec-
tion from short-term unemployment to long-term unemployment. Some states
have extended protection even to very long-term unemployment.

They ignore the fact that states have increased weekly benefit amounts far in
excess of what would be required to compensate for rises in the cost of living.

They Ignore the fact that the total protection available to Individual workers
has been increased tremendously.

They ignore the fat that all states have reduced the waiting period before an
unemployed person can get his first weekly benefit.

Let me emphasize that these improvements have been made by the state legis-
latures without any federal compulsions, and I hope this Committee and the
Congress will recognize these virtues of state control. Improveiments in maxinuml
weekly benefit amount, where needed, can also be achieved without federal com-
pulsion.

In conclusion, we urge the Committee to reject S. 1991 and similar proposals In
their entirety, end to approve H.R. 15119.

' See: Illstorical and Revision Notes, U.$.C.A., Title 28, JudioLary and Judiioa; Pro-
cedure, 1251-1330, pages 230-231.



332 VNEMPLOYMENT ESURAJNCE AMENDMENTS OF 19066

APPENDIX

EXPERIENCE RATING IN UNEMPLOYMENT COMPENSATION

How Employers Use It To Provide Steady Jobs and Minimize Lay-Offs'

WILLIAM A. SH1IRER, INC.

A small construction company in Maryland-
"... We are certain that most construction industry employers will feel as

we do, i.e.: if the experience rating system is dropped, we are certainly going to
give up an attempt to stabilize employment levels by such features as taking
marginal or low-profit Inside work In the wintertime so as to keep our crews
together, or the practice of doing our own equipment maintenance in the winter
with our own employees . . . Our efforts to provide stable employment in past
years was Just reflected yesterday when we received our new experience rate
from the State U. C. Commission . . . This experience has dropped our rate from
4.2% to 3.1%."

SIGNAL DRILLING COMPANY, INC.

A medium-size drilling company In Colorado-
"Our business is seasonal and mobile. When it is necessary to move a rig

employing 15 people a considerable distance (often 50-150 miles), the first
impulse is to terminate the crews and rehire in the new area. However, we now,
on long moVesi pay traveling or moving expenses, or extra days wages, for
crews to move, in order to maintain our experience rating at minimum cost...
Should there be no UC tax savings, we would save this crew-moving expense
and hire new crews in the new location. We operate 13 rigs most of which
move an average of once per month. Thus, you can see, we would be continually
hiring and firing rig crews of approximately 190 men . . . As a member of the
American Association of Oilwell Drilling Contractors, I can assure you that other
drilling contractors operate in very much the same manner."

NATIONAL TRAVELERS LIFE COMPANY

A medium-size life Insurance company In Iowa.--
"National Travelers Life has, since the inception of the Unemployment Comn-

pensation Law, maintained a policy of refusing to terminate the employment of
anyone whose work and attitude were satisfactory. We are, as a matter of fact.
rather proud of our record and, thanks to the experience-rating feature of the UC
law, have always paid at or near the minimum tax rate .. . The policy of guar-
anteeing employment to all satisfactory employees has not always been an easy
or a cheap one to carry out. For example, during the past five years, the Com-
pany, through automation and improved work methods, has been able to reduce
its office staff from about 220 to the current 175. This reduction in work force
was accomplished entirely by means of normal turnover.' Employees whose jobs
were eliminated were transferred to other suitable positions In the Company,
sometimes at inconvenience and cost to the Company. In some instances, re-
training was necessary and was done at Company expense . .. No doubt if
the Company did not have the incentive provided by/ the experience-rating fea-
ture of the Unemployment Compensation Law, its attitude in this situation
would have been different. "

STEwART-WARNER CORPORATION

A large manufacturer with plants in Connecticut, Illinois, Indiana and North
Carolina-

"All of our plants are located in states whose laws provide for experlence-rat-
Ing. The stabilization of employment ' and the consequent reduction in unem-
ployment taxes is a significant factor in a large number of corporate decisions,
some of which are illustrated below:

"(1) Some years ago we acquired a business which manufactured oil and gas
household furnaces in Indiana. At the time of acquisition, the employment
fluctuated widely based on the season, and the unemployment compensation tax
rate was high. We determined to go into the air conditioning business at this

I These are case-examples from Chamber member companies, large and small-in virtually
all kinds of business and in states across the country-and show how "experlence-ratlng"
generate such personnel and management planning practices.
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plant. One of the major reasons was that the sales are contraseasonal to those
of furnaces and this would stabilize employment and help reduce the unemploy-
went tax rate.

"We also established special sales programs for off-season production, and we
gave special credit terms to distributors and dealers in an effort to encourage
them to stock our products in these off seasons. As a result we have reduced
the unemployment compensation rate to one-half of one per cent which is un-
usually low for this type of business.

"(2) A few years ago we acquired a manufacturing business in Minneapolis.
We determined to consolidate the operations in a plant we already had in Indifin-
apolis, one of the reasons for the consolidation being that it would create greater
stability of employment in Indianapolis and thereby reduce our employment
compensation rate. On the other hand, the closing of the business in Minnesota
subjected us to a possible substantial unemployment compeensation liability.

"One step we took was to negotiate an agreement with the Indianapolis union
whereby Minneapolis employees would be able to move to Indianap)olis and retain
their seniority. Many. however, did not wish to move from the Minneapolis area.
We, therefore, established a program in Minneapolis where the company actively
assisted all the employees in finding other jobs in that area. The net result was
that very few went on the unemployment compensation rolls and our potential
liability was greatly reduced.

"(3) In every plant there are "make or buy" decisions constantly being made.
One of the important factors involved is the effect on stability of employment
and on our unemployment tax rate. While other considerations may outweigh
this particular factor in particular cases, the net result bas been that we have
constantly improved our experience-rating in our plants. Our record is better
than the over-all results in the various states in which the plants are located."

DIXIE EXPOSIAC, INC.

A medium-size construction company In North Carolina-
"We have a relatively small operation. The construction and the concrete

business Is highly seasonal, and we have made efforts through the years to
perform maintenance with our regular production employees. ln order to further
minimize seasonal layoffs, we have constructedbuildings to house work normally
and best performed outdoors in good weather. Moving outdoor Jobs indoors has
proven to be more expensive but can be justified to p'.'nvlde year-round
employment.

"If the incentive of experience-rating should be terminate- we would need
to reexamine our policies of providing year-round work at i ,,, reased cost. It
would be my feeling that the indirect effects of eliminating, 1,- iceutive of
experience-rating would be far worse than the direct effects. tme economic loss
of increasing seasonal employment compared to year-round err ,Loyment could be
tremendous."

TELSCO INDUSTRIES

A medium-size manufacturing company in Texas--
".- . Like most businesses, ours Is quite seasonal. Lay-offs are completely

avoided by spreading production evenly over 12 months of the year. This re-
quires some astute sales forecasting 12 months in advance. During October-
February excess Inventories are built The excess inventory plus level production
meets the seasonal sales demand during March-September. In May-Junre produc-
tion and sales usually balance out.

"This system does require a heavy investment in off-season inventory which is
carried at a cost of 20% including interest, insurance, taxes, and warehousing.
This additional cost of carrin$ excess inventory is offset to a great extent by a
saving in UC tax between our experience of 1.1% and the maximum of 3.1%.

"I seriously doubt that we could afford the humanities made possible by level-
ing production if H.R. 8282 is rado into law."

DAIRY EQUIPMENT COMPANY

A medium-size agricultuml implement manufacturing company in Wisconsin-
"First of all, our farm bulk milk cooler line is susceptible to sharp sales reduc-

tions in winter months, December through February, and we traditionally build
finished goods inventories in these months for spring and early summer month
sales.
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"Secondly, both our transport tank trailer and truck mounted tank lines are
subject to fluctuations in sales and therefore in production from month to month.
In order to achieve stabilization in production for these lines, we will build so-
called "stock" tanks in the slower sales months and gamble on selling them in
subsequent months, even though In these lines there is a huge variety of different
specifications available to the customer, who may or may not like the features
we decide to build into these "stock" tanks.

"If we were to lose the advantage of Unemployment Compensation tax savings
through experience-rating, we would certainly not risk building finished goods
for the above mentioned lines based on short term sales projections . .

MINNESOTA MINING AND MANUFACTURING COMPANY

A large manufacturer with plants in Alabama, Arkansas, California, Florida,
Illinois, Indiana, Michigan, Minnesota, New Jersey, New York, Ohio, Pennsyl-
vania, South Carolina, Tennessee, Vermont, West Virginia, and Wisconsin-

"... One of our plants in Wisconsin provided only seasonal employment
for about 20 employees on one production job. When we laid them off, we had a
potential benefit cost liability of around $20,000-year after year. We found that
we could transfer production to this'plant and provide regular year-round jobs
for them 20 people, and thus saved roughly $20,000 a year in UC benefit tax costs.

"In a plant in Minnesota we prove ided seasonal employment for about 130
women in connection with a product for the Christmas holiday season. Here
our potential benefit cost liability totaled approximately $40,000 a year when
we laid them off. By careful rescheduling and better production planning,
we were able to provide fall-time, year-round jobs for 80 of these people, with
substantial savings in tax costs.

"In another operation some two or three years ago we were planning to lay
off 140 workers permanently. The potential benefit cost liability was approx-
Imately $120.000. I assigned some of our staff on a full-time basis to find new
jobs with other employers for these 140 people so they could start work on a
new job Immediately upon separation from our company. I 'concluded we
could well afford at least $40,000 of special staff expense, if it were necessary.
to find other employment for a majority of these. We succeeded and realized
a very substantial savings in benefit costs. 'And we found it didn't cost us
$40,000 to do it.

"Right now, we are constructing a new building at our research, services
and administration complex, in St. Paul. We're handling the construction job
with our own company personnel. In connection with pouring the concrete, we
took on 40 common laborers. When the concrete work was completed, these
workers-employees of ours-were to be Fieparateol from our employment. If
we allowed them to become unemployed and register at the Employment Service,
we were faced with a considerable potential benefit cost liability. Rather than
allow them to become unemployed, then wait for the Employment Service to
find them Jobs, and for UC benefits to be paid in the meantime, I assigned
certain staff people to contact other possible employers In the Twin City area
qnd succeeded in finding them jobs immediately upon their separation from us."

LYNCH COMMUNICATION SYSTEMS, INC.

A medium-size manufacturer of communications systems In California-
"... Due to the constantly rising unemployment tai rates, we have con-

sistently endeavored to keep the employees' (*omen) in our three factories
employed as long as possible rather than to lay them off immediately' when
they have completed the orders 'on hand. For example, In our Reno factory
we will shift these employees to making lino filters and other standardized
products in anticipation of orders. inO our San Francisco and South San Fran.
cisco plants when we know the assembly line wll be working in a few days on
another production order, wewill ' retain our emrplAoyees Instead of Immediately
laying them off and then recalling' them iThr. In the' meantime 'they are
assigned to repair, salvage or stock Item work.

"Obviously if we would be taxed irrespective of our experience-rating, we
would not spend our time and money in protecting our experience record "
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ACIE CHAIN CORPORATION

A medium-sized manufacturer in Massachusetts-
"In many departments where work is temporarily at a low ebb, we have trans-

ferred personnel to other phases of our operation, at some direct cost to the cor-
poration in retraining. While this heavily burdens certain key personnel tem-
porarily, we are conscious of our experience-rating record and attempt at all times
to maintain the best possible rating.

"During plant shutdowns-vacation periods, employees who through seniority
do not warrant two full weeks of vacation are offered work in maintenance areas.
This means continual retraining each year, but this retraining cost is self-
eliminating through unemployment compensation savings, while providing total
employment for all personnel.

"Dueto .the technical nature of our business, trial periods are often six months
in length. If upon near completion of this period an employee is found to be
unsatisfactory due to personal limitations, we attempt to find a more suitable job
within the organization. Again the corporation assumes retraining costs, but we
are willing to do so to keep a good experience-rating."

MAN UFACTURER

A large manufacturer with plants in Kentucky. Michigan, and Ohio-
"We are a multi-plant manufacturer, largely in the automotive parts business.

Many of the types of parts we make, and our facilities and equipment for making
them are common to two or more of our five manufacturing establishments. Over
a period of many years we have given serious consideration to the employment
levels of our plants in allocating the work to be done at each location.

"In an effort to maintain as nearly a constant level of employment as possible
at each plant we have, In many instances, invested In expensive duplicate sets of
tooling for a single Job so the work could be spead out and layoffs avoided. On
other occasions we have transferred machinery from one location to another when
one plant was reaching a high level of employment and another was not. These
job transfers have not always been economic in themselves ...

'Three of our plants are in small towns where our operations are vital to the
economy of the community, and widespread layoffs would be especially harmful.

"We are aware, of course, that a stable work force brings certain advantages
with it, and favorable unemployment compensation rates is not the least of these.
If the advantages to stabilizing the work force are removed, the tendency would
certainly be to put all jobs where they can be done at the lowest cost regardless
of the resulting effect on employment."

EUGENE SAND AND GRAVEL, PNC.

A medium-size construction company in Oregon-
"In order to reduce our exposure to unemployment compensation claims, our

policy is to:
"Operate our gravel producing plant on a year around basis. This means we

tie up a lot of capital in stockpiles during the off season, but this allows us to
stabilize at least the producing end of our labor forces, ...

"We have developed a. Working agreement with some fuel oil delivery com-
panies, where we place some of our delivery truck drivers with them during the
winter months, and take them back into our operation during our busy summer.

"We train some of our people to operate all types of equipment so that we can
keep them on the payroll during our slack season.

"We assign division managers to hunt jobs for people about to be laid off in
their division."

TAE STORE KRAFT MANUFACTURING CO.

A medium-size manufacturer In Nebraka-
-. .we do everything we can to avoid layoffs during seasonal slack periods.

Some of the methods used are (1) accumulate plant maintenance work to be
done by production workers, (2) offer special prices for blanket orders to be built
and shipped latter as needed i.. .
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FIRST WISCONSIN NATIONAL BANK

A large commercial bank in Wisconsin-
Although employment in the commercial banking business typically is quite

stable, occasions can arise where the incentive of individual employers' exper-
ence-ratings in state unemployment compensation is significant.

"In planning for conversion to computer handling of our proof and transit
operation, it was anticipated that 130-135 part-time employees would instantly
be excess as of the date the transition was completed. Were this effect to
materialize and these employes to be laid off, we estimated that our unemploy-
ment compensation reserve fund would have been reduced by approximately
$86,000 had these 130-135 employees drawn all the unemployment compensation
to which they were entitled.

"This was an important factor in our decision not to dismiss these employees
as of the date of the conversion but instead to retrain them, to employ them in
clean-up activities relating to the conversion and to allow normal attrition to
reduce this staffing to the desired level .. ."

PINEMONT FARMS, INCORPORATED

A medium-size agricultural implement in Virginia-Tennessee-
"We are making every effort to hold down our unemployment, because of the

experience-rating factor under the Unemployment Oompensation Law. In some
cases we have retrained employees for other jobs in the company, when, because
of age, health, or other unavoidable circumstances, they have become unable to
perform their original jobs. In most cases, if it were not for the experience-
rating factor in the Unemployment Compensation law, it would have been
cheaper and easier to have replaced them with someone who already had the
training.

"For instance, in one case we had an employee who was a route salesman.
Because of a kidney ailment, he became unable to perform his job as a route
salesman. We were able to train this man in office work and were able to keep
him employed. It would have been much easier to have hired someone who
had office experience, but due to the experience rating factor of the Unemploy-
ment Compensation Law, we felt that the benefit savings offset the training cost.

"We have been able to keep some of our better employees with this retraining
program and it has helped to give them a feeling of job security, but the big
factor in many cases has been the experience-rating incentive .

ROGER STEEL COMPANY

A medium-size manufacturing company in South Dakota-
"In order to achieve payroll stability, it is our practice each year to make a

special effort to secure steel fabrication which can be accomplished during the
winter months and we are constantly striving to this end on about September 1st
of each year. We offer reduced prices and special discounts if delivery Is taken
during that time. We also accumulate necessary repair work in our own shop
and do extensive maintenance during the winter months.

"We certainly think that this practice has paid large dividends because, in ad-
dition to the monetary savings on unemployment compensation, we have developed
a working force whose experience would indicate that they have continuous
employment twelve months of each year."

WEST PENN POWER COMPANY

A large public utility in Pennsylvania-
"Very definitely, experience-rating has encouraged this Company to, make

efforts to stabilize employment and reduce layoffs. For example, whenever a
realignment of work operations is considered, plans are formulated to permit
attrition to take care of employees Who would otherwise be laid off. 'Recently,
our Company revised its method of operating line crews with the result that
over 100 employet-,, or about 20% of those engaged in line crew operation, were
no longer ,-.eded for line crew operation. As a result of advance planning, we
were able to assign them to other work. If the incentive of experience-rating
had not existed, the Company would have considered terminating the services
of these employees."
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MINNETONKA BOAT WORKS, INC.

A small retail sales company In Minnesota-
"We are a small company employing approximately 50 people in a retail

pleasure boat sales and service business. As you can well imagine, this type busi-
ness would normally be very s easonable In this part of the country.

"Through the past several years, we have worked toward a service program
that now enables us to keep our full crew employed twelve months per year.
We worked in this direction because unemployment compensation costs were
very great. We now have had no charges against our account for three years."

HENGES COMPANY, INC.

A medium-size construction company in Missouri-
"We are in the building construction business, and so that w-e can keep our

mechanics busy year around, we, each year take work at little, or no profit so
that we can keep the men busy ... "

THE CARBORUNDUm[ COMPANY

A large manufacturer with plants in Missouri, New Jersey, New York, Ohio,
Pennsylvania, Washington, and West Virginia-

We have always been conscious of the need for maintaining stable employment
for many reasons, Including the cost of unemployment compensation. Several
years ago an analysis of Unemployment Compensation costs and the rising trends
in these costs, prompted a review of a number of our employment practices and
their effect on such costs.

A few of the changes that resulted are:
1. Instead of increasing and decreasing the work force resulting from fluctu-

ating levels of business, plans were made to build inventory for stock items
during slack periods and thus by leveling out the work load, reduce the lay-off
and recall of employees at Irregular Intervals.

2. We find Kelly Girl and Manpower a good source of temporary help to fill
vacancies temporarily, to hold open vacancies caused by attrition, to be filled
by other employees who may suffer from a cut back resulting from reorganization
or other changes.

"... The changes which have been made, plus the help given to many em-
ployees in obtaining other jobs at time of curtailment, have helped us to
substantially reduce our unemployment costs. Without. the merit rating system
we would not have had the incentive to make the effort."

GOLDEN EAGLE SYRUP MANUFACTURERS

A small manufacturing company in Alabama-
One example of our efforts to stabilize our employment is:
This past summer we completely remodeled our manufacturing, warehouse,

and office areas. We arranged with the general contractor and subcontractors
to use our employees on the entire job. This prevented a lay-off and 1*Cpt
employee morale high. They were paid their normal rate for this work. This
effort kept us In the minimum experience-rating.

"We have scheduled all major maintenance, repair or equipment Installation
for our off season. Our employees like this. because It gives them regular pay
the year around Instead of a lay off. This takes a little more planning but
we have been In the minimum experience-rating for years."

A HOTEL RESORT CHAIN

A large hotel resort chain operating in Florida, Louisiana, Michigan, North
and South Carolina-

-... we operate a summer resort in Galveston, Texas,. Destin, Florida, and
Asheville, North Carolina.

"In the case of Galveston, the crews are reduced through the winter months.
Starting In July, we conduct interviews on all capable employees; and, insofar
as possible, place these people in our commercial hotels in Loulsiana, the Caro-
linas and Michigan, thus avoiding layoffs and giving year-round employment to
these people.

"The Asheville property and the Destin, Florida, property crews are selected
from our winter resorts operating in Soth Florida and the Bahamas, trying
to place all capable people before hiring outside people.
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"By the reverse, when we select crews for the two strictly summer operations
at Asheville, North Carolina, and Destin, Florida, we select these crews from
people who would normally be laid off at our Clearwater, Florida, Marathon,
Florida, and West End Grand Bahama properties for the summer months.

"The procedure is involved and sometimes costly. We would not follow this
procedure to the extent that we do except in the case of some specialists such
as chefs or bakers were it not important that we keep Our UC tax costs down
under the present law. In other words, we are very interested in our experience-
rating .. "

ECERD DRUG STORF9

A large retail drug store chain in North Carolina-
"In Charlotte, North Carolina where we operate eight retail units, a ware-

house and office, personnel are shifted between stores and provided employment
in the office and warehouse in order to provide continuous employment for people.
Transfer of personnel is also made between the various towns in the Carolinas
in which we operate wherever possible. In many cases this results in tem-
porarily transferring personnel and paying their commuting cost in order to
maintain continuous employment and eliminate compensation claims."

JULIUS WILE SONS & COMPANY, INC.

A large wholesaler In New York-
"'This company operates in a business Which has a certain amount of seasonal

pressure. Our factory is at its busiest preparing for the fall and holiday season
activities. Nevertheless, we do operate with a standard manufacturing crew
throughout the year. Generally speaking, all of these people are busy but we
avoid layoffs for relatively short periods by producing for inventory.

. ..experience-rating has developed a state of mind in our management
people which encourages stabilized employment."

Senator MORTON. Mr. Fisher, yesterday we had a witness from
Tnion Carbide who indicated that his company had operations, some

of them small indeed, in 48 of our 50 States.
How many States does your company, speaking now as vice presi-

dent of Minnesota Mining, operate in?
Mr. FIsHiR. We have operations in all States.
Senator MORTON. All States.
Mr. FISHFR. Including Alaska and Hawaii. We have employees

in all these States-let me put it that way-sales offices or employees
employed in all of the States.

Senator MORTON. Employees.
Mr. FISIER.' Yes, sir. And in most of the foreign countries this

side of the Iron Curtain.
Senator MonToN. You indicated that many factors are taken into

consideration when you locate a plant. Obviously, this unemployment
compensation rate might be a factor, but it'seems it is a very minor
factor.

When the textile industry moved from New England to the South,
of course, this was mostly done before unemployment compensation
was a national policy, but the wage diffei'ehtial was at that time enor-
mous, was it not?

Mr. FISHER. Oh, yes.
Senator MORToN. Today, the average wage of the covered employee

in South Carolina is about $83. In Massachusetts, it is about $104.91,
P. 20-percent differential But when this great movement took place,
it was probably far in excess of 20 percent. This more than offsets
any difference In unemployment compensation rates between the two
States.
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Mr. FISiEm. Yes.
Senator MoaToN. Is it not also a fact that some States actually for-

give the first 5 years, let us say, or a period of time, any State prop-
erty taxes for a new industry that might put up a plant there ?

Mr. FISHFR. There are a great many things that States provide as
inducements to locate your plant in a State, and, of course, in our com-
pany we do not go into a State with the idea that we are going to have
unemployment. We go into a State with the idea of having em-
ployment.
senatorr MORTON. This, I recognize.

Mr. FIsHER. So, the factor of unemployment compensation is not
particularly a significant one insofar as we are concerned.

Now, I have to agree there are other companies that have different
problems. But I can express mine from personal experience.

Senator MoRroN. The point I am trying to develop with you, Mr.
Fisher, is that whereas this is a factor, unquestionably, it is one of
many factors, and an extremely minor factor.

Mr. FIsHER. Closeness to a market, for. instance. If you were to
locate a roofing granule plant a long way from where the houses were
going to be built, the freight would kill you, and, as a result, the
unemployment compensation would be minor, compared to the-freight
costs, so this, in effect, would be. a major factor in locating a plant in
a particular area. You would have to locate it where the rock is, for
instance. You cannot ran away from the rock) you have to use it for
yaw material. The closeness to markets, raw materials, all these
,things, have much more'sionificant factor than unemployment com-
pensation.

Senator MORTON. The labor supply.
Mr. FISHER. The labor -supply, the climate in the community

whether you can operate efficiently in a community. This i~s true.
There are a great many factors. I wrote a speech Qn this, in fact,
once, and I enumerated in thai, in Working out thiis approach, we came
to the conclusion that there were. fundamentally eight factors that
we had to consider seriously, and i. do not recall any-the tax was
one of them, but it was conglomerate tax, not just unemployment
compensation, but all the other tax problems.

Sieiator MORTON. Property taxes, school tax, the State corporate
income taxes.

Mr. FIsHER. Inventory taxes, all kinds of things that a State-some
have variable approaches 'to the tax situation, as you w,ll :.noly.'Senator MORTON.:'My hometown,' Louisville,' Ky., fortunately has
been the beneficiary of An appliance plahit Qeneral lectric built there
right after World War II.

One of the major factors wvas that they 1had'to start manufacturing
refrigerators, washing machines, and these other' appliances that are
heavy and have a high freight rate closer to the center of the market.
They had to move from -New' York State, from New England, closer
to the center of the American market, closer to the center of the popu-
lation.

As the West has grown tnd the Midwest has grown and the South
,has grown and its use of consumer goods primarily through the in-
creased population has grown, it has caused these people to move
plants closer to the center Qf the' market in order to compete because
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of the freight, which represents a major portion-well, not a major
but a very determined amount of the cost. The unity profit is so
small that you have to take all these factors into consideration.

I commend your statement.
Mr. FISlIER. The unemployment compensation tax per se-if that

was a pivotal point around which a decision was made I cannot recall.
I cannot conceive of that.

Senator MORTON. I agree with you, and I wanted to develop that
point.

Thank you very much for an excellent statement.
Mr. FISHER. Thank you.
The CHAIRMAN. Mr. Fisher, I really did not intend to make a case

for Federal standards on your time. I just wanted your suggestions
of how you thought I might do my job here. But you made a, very
fine statement, and I appreciate your appearance here.

Mr. FIsHER. Thank you, Senator.
The CITAIRMAN. The next witness is Mr. E. Russell Bartley, of the

Illinois Manufacturers' Association.

STATEMENT OF E. RUSSELL BARTLEY, DIRECTOR OF INDUSTRIAL
RELATIONS, ILLINOIS MANUFACTURERS' ASSOCIATION; ACCOM-
PANIED BY JOHN C. DONNELLY, MANAGER OF PERSONNEL
RECORDS, WALGREEN CO.

Mr. BARTLEY. Mr. Chairman and gentlemen of the committee, my
name is E. Russell Bartley. I am director of industrial relations
of the Illinois Manufacturers' Association of Chicago. I am accom-
panied by John C. Donnelly who is manager of personnel records of
the Walgreen Co. in Chicago. Mr. Donnelly is chairman of the Illi-
nois Manufacturers' Association Social Security and Unemployment
Compensation Committee, and also serves as an employer representa-
tive on the Board of Unemployment Compensation and Free Employ-
ment Advisers, upon appointment by the Governor of Illinois.

The Illinois Manufacturers' Association is grateful for the oppor-
tunity of presenting a statement setting forth its position on the pro-
visions of H.R. 15119.

I notice the chairman ]h)oking through the long statement that I
have, but I plan to keep the time schedule, and in order to do so, I
will condense the first part of my statement, and in order to avoid
duplication and repetition of testimony, the other witnesses from
Illinois in their testimony will speak on certain subjects, and we
would appreciate having the entire text of each of the prepared state-
ments included in the proceeding of the committee hearings.

Senator Mon-'oN (presiding). They will be made a )art of the record
as if read.

Mr. BARTLEY. The three associations that are being represented from
Illinois are all in agreement on the points of view expressed in our
statements.

H.R. 15119 has eliminated many of the undesirable features of the
original bill, H.R. 8282, but the Illinois Manufacturer.s' Association
submits that it still contains several objectionable provisions.

We are in favor of the provision which would permit the States to
oiitififi "review in the Federal courts of any finding by the U.S. Secre-
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tary of Labor that a State law is not in conformity with Federal re-
quirements.

We do not object to certain provisions relating to benefit eligibility
which are provisions that States may not cancel the wage credits or
reduce benefit rights except for certain reasons, and which prohibits
a doubledip. It provides that a claimant must have had work since
the beginning of his benefit year in order to obtain benefits in his next
benefit year; and the third one is that benefits will not be denied or
reduced because a claimant files an interstate claim, and then benefits
may not be denied to workers who are enrolled in an approved training
program.

The Illinois Manufacturers' Association has no position for or
against the proposal to extend coverage to all employers of one or
more employees. However, we do object to the proposal that newly
covered employees may pay a lower tax rate than the 2.7 percent
rate which has been in effect since 1937 and which all presently cov-
ered employees have had to pay.

The Illinois Manufacturers' Association does register opposition to
the proposed increase in the Federal tax rate, and to the proposed
increase of the wage base, and to the extended benefit proposal and
its trigger point provisions.

Previous witnesses who have appeared before this committee, and I
understand some that are scheduled on succeeding days, have urged,
and will urge, that the Senate enact S. 1991 or amnend H.R. 15119
to include many undesirable proposals which were wisely eliminated
by the House of Representatives.

We strongly urge you to reject all attempts to establish Federal
standards relating to the amount and duration of benefits, liberaliza-
tion of eligibility and certain other proposals which would scrap the
unemployment compensation systems of the various States and replace
them by a system which will be controlled and dictated from Vash-
ington.

H.R. 15119 proposed to increase the Federal tax rate from 0.4
percent to 0.6 percent, effective on wages paid in 1967, and also pro-
poses to increase the minimum wvage base from $3,000 to $3,900, and
then to $4,200.

The Illinois Manufacturers' Association is opposed to any increase
in the Federal tax on payrolls and also to any increase in the wage
base upon which the tax is paid in order to provide more money for
administrative purposes.

The table in my statement outlines this proposal and indicates that
the tax rate increase would amount to 50 percent during the first 2
years, 95 percent the next 3 years, and 110 percent in 1972 and there-
after.

The U.S. Department of Labor has not proved to our satisfaction
that any tax increase is needed for the administration of employment
security. The figures appearing in tables 5 and 6, page 29, of tl~e
Ways and Means Committee report indicate that there will be a con-
siderable increase in the amount collected during the next 6 years,
even under present law,

We do not agree that the Employment Security Administration
needs a 59-percent increase within the next 3 years and a 69-percent
increase within the next 6 years.

341
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We seriously doubt that this vast additional amount of money will
be used for the purpose for which it should be used: the admiiiistra-
tion of unemployment compensation and employment service. In
t'e past few years, much of the administration funds have been di-
verted to other uses, such as farm placement, manpower development
,and training, youth opportunity centers, and other so-called anti-
poverty programs.

The IMA submits that the money which is collected from employers
through the Federal unemployment tax should be exclusively for the
job intended, and that such antipoverty programs and other expanded
activities should be financed from other sources.

It has been stated by the proponents of the $6,600 wage base, that
the wage base for unemployment compensation should be the same as
for socil security. There is no validity in this argument. Social se-
curity and unemployment coin sensation are entirely different. The
amount of the monthly benefit for social security beneficiaries and the
unemployment compensation claimants' weekly benefit amounts are
calculated on an entirely different basis, and the tax which is paid is
jointly paid by employers and employees. There is no experience rat-
ing in social security.

Increasing the Federal taxable wage base would require each State
to increase the wage base upon which the State taxes are paid to the
same amounts. We feel that the States should be allowed to establish
their own wage base.

Now, regarding the extended benefit program, H.R. 15119 would
establish a new permanent program which would require .ie States
,to enact laws to pay extended benefits during periods of high unem-
ployment to workers whu exhaust their basic entilement to unemploy-
ment compensation. The duration of benefit payments would be ex-
'ended by 50percent duringithose times.

The Ilinois Manu facturers' Association is not in favor of t fed-
erally imposed extended benefit program which dictates to the States
how such a programshall be established.

Illinois is one Of the few States which now has an extended benefit
program; so we speak from experience on this subject.

We are of the opinion that the States should decide on the specifica-
tions of their own programs if they feel such a program is necessary.

However, if the Congress does decide to impose an extended benefit
program upon the States, We definitely object to 'the'. trigger points
which arespecified in H.R. 15119.

Section 11I-D of the House Ways and Means Committee report says
that an extended benefit program would be established "to pay ex-
tended benefits during periods of high unemploymentnt" We submit
that insured unemployment of 5 percent nationally and 3 percent in an
individual State is not high unemployment.

In many years .when business is good, national insured unemploy-
hient has been in excess of 5'petent, and in a nfunber of Stateid iisilreId
unemployment never gets below 3 percent. *For example, insured un-
employrment is traditionally high in California, 'New York; Alaska,
Puerto Rico, Nevada, West Virginia, Washington, Oregon, and many
other States. This means that extended benefits Would trigger 'infre-
quently in the States. Some States would, ih'effect, have permanent
duration of 39 weeks. 'California has an extended benefit program
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WithI a trge pint of 6 percent, and extended benefits have triggered
it in Cali foriia during 6 to 10 months in every year since ti Oc x-
tended b~enef it provision was enacted. In Puterto Rico,, extended benie-
fits have been paid steadily ever since the law'was, eniticted, in Sep-
temiber 196,

The employers in the States which traditional have steady em-
ployinent and low insured unemployment, would be paying a tax
which would be used to pay extended benefits in States which have
high unemployment.

This table which T show in the statement shows insured unemploy-
ment for a number of States for certain weeks during the past 3 years.

You will observe that on June 25, 1966, the latest figure published,
insured unemployment was about 3 percent in four States, even though
the average for all States was 1.7 percent.

On March 12, the rate for 31 States was 3 percent and above; yet
we all know that during 1966 insured unemployment has been at the
lowest figure since World War II.

Many of the States which have low unemployment are represented
on this Senate Finance Committee. I question whether the Senators
from those States wish to have their constituents, the employers, pay
a higher tax rate to finance extended benefit )ayments to workers in
California, Alaska, New York, Puerto Rico, and the other States
which have high unemployment.

An extended benefit program has )een voluntarily adopted by nine
States. The trigger point in California, Connecticut, Hawaii, and
Idaho is 6 percent; Vermont, 7 percent, and North Carolina, 9 per-
cent; Pennsylvania and Puerto Rico have special plans for deter-
mining when extended benefits become payable.

But Illinois has had the lowest trigger point of any State. For
several years it was 4.375 percent. However, in 1965, the advisory
board ol unemployment coml)ensation, which is composed of labor,
public, and employer members, agreed that this trigger was too low,
and it wws increased by mutual agreement to 5 percent.

Now, H.R. 15119 proposes a trigger point of 3 percent. This is
entirely too low, as a measure of insured unemployment.

A proposal which was being considered seriously; by the Vavs alld
Means Committee (lid not contain any trigger point at all. It was
only after representatives of the Illinois Manufacturers' As. ociation
conferred wit lithe chairman and two members of the Wavs and Means
Committee that the concept of a trigger point was incliided in I.R.
15119. Such a measure of insured unemployment is an improvement
over the previous proposal, but the trigger points of 5 percent and
3 percent are uniustifiably low.

In considering this statement about the State taxes, we call at-
tention to the fact--I mean Federal taxes-we call attention to the
fact that the Federal unemployment compensation tax is basically dif-
ferent from other Federal taxes. Although this money goes into the
Federal Treasury and is then appropriated to the States, it is identified
in a separate account and the money is appropriated for a specific
p11rpose.

In the past, the records show that, some States have received more
monay for administering their employment security programs than
the emnplovers of those States have paid in, in Federal taxes, while
other States have been shortchanged.

(15 -992-6- ( .. 23
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Now, it is proposed that a higher payroll tax be imposed upoii
employers, and the same thing will happen. States with low insured
unemployment Will be shortchanged. Many of these States are the
same States which have not been receiving their fair share of the ap-
propriations for administration of their employment security
programs.

Conversely, many of these States which hwve, regularly had high
insured unemployment are among the States which have received more
in administrative grants than the amounts wMch the employers of
those States paid in- Federal taxes.

I have a table in my statement showing the administrative grants
to certain States expressed as a percentage of the Federal unemploy-ment taxes paid by eiuployers of those State,. I am sorry that

Senator Hartke left, because you will notice that Indiana is receiving
the smallest amount of any State; Virginia, Wisconsin, Illinois, and
likewise, if you will look at the rate of insured rnemp)loyment on a
previous page, that many of those same States tire those that have low
insured unemployment such as Indiana, Virginia, Wisconsin, Illinois,
Georgia, Delaware, many of the States which are represented on this
committee.

Then, there is a ist of States, including the two largest ones, Cali-
fornia. and New York, which have traditionally been receiving a much
higher amount in administrative grants than'the employers in those
States have paid in, in taxes.

The cost to employers in the States with low unemployment will be
far greater than the good which they will derive from it, or the cost of
such a program if they had their own extended benefit program.

The employers in those States would be paying for much of the
extended benefits which would be drawn by employees in the States
which have high unemployment.

We recommend that the States be allowed to determine the pro-
visions of their own extended benefit programs. They should be given
some flexibility in their choice of a State indicator, or so-called trigger
point, perhaps based upon the average rate of employment over several
preceding years.

However, if the Congress decides to enact a program similar to that
proposed in I.R. 15119, then the trigger point should be increased to a
national trigger point of at least 6 percent and a State trigger point of
at least 5 percent. Even 5 percent would be too low for several States.
Now, the other witnesses from Illinois will speak on the other sub-

jects which are contained in my statement.
In summary, I urge you to reject all attempts to include in this bill,

II.R. 15119, these undesirable and unwarranted proposals which were
in the original bill, H.R. 8282.

We also urge you to give serious consideration to our objection to the
large and unwarranted increase in the tax rate and in the wage base,
and to our objections to the extended benefit proposal, especially the
unjustifiably low trigger points.

The Illinois Manufacturers' Association appreciates the opportunity
of presenting its position regarding this legislation to this committee.

I thank you.
The CHAIRMAw. Thank you very much, sir.



UNEMPLOYMENT INSURANCE AMENDMENTS OF 1966 345

(The prepared statement submitted by Mr. Bartley read.s in full
as follows:)

STATEMENT OF F). RUSSELL BARTLEY, OF THE ILLINOIS MANUFACTURERS'
,ASSOCIATION

My name is E. Russell Bartley. I am Director of Industrial Relations, lli-
nois Manufacturers' Association, Chicago, Illinois. I am accompanied by John
C. Donnelly, who is Manager of Personnel Records of Walgreen Company. Mr.
Domelly is Chairman of the IMA Social Security & Unemployment Compensa-
tion Committee and also serves as an employer representative on the Board of
Unemployment Compensation and Free Employment Advisors, upon appoint-
ment by the Governor of Illinois.

The Illinois Manufacturers' Association Is grateful for the opportunity of
presenting a statement setting forth its position on the provisions of H.R. 15119-
the Unemployment Insurance Amendments of 1966.

The Illinois Manufacturers' Association Is comprised of 5,000 manufacturing
firms in Illinois--large, small and medium sized, which produce 95% of the
manufactured out-put in the state of Illinois.

The companies which are represented by IMA are vitally concerned with
the state and federal unemployment compensation programs. Payroll taxes
for unemployment compensation are a large and important item in their costs
of doing business. Any changes in the cost structure would be of vital conse-
quence to our members.
H.R. 15119 is a bill which was developed by the House Committee on Ways and

Means after extensive hearings on proposals relating to unemployment coin-
pensation. This bill was developed as a substitute for H.R. 8282, which would
have required the states to make exorbitant increases in the amount and dura-
tion of unemployment benefits, to liberalize the eligibility requirements which
a person must meet in order to draw benefits, to increase the federal unemploy-
ment tax by over 200%, to destroy employer experience rating and, in other ways
to impose federal dictation over the unemployment compensation laws of thei
various states. The companion bill to H.A. 8282 which has been introduced
in the Senate, S. 1991. would provide for the same undesirable legislation.

Although H.R. 15119 has eliminated many of the undesirable features of Ht.R.
8282, the Illinois Manufacturers' Association submits that it still contains

sev(,ral objectionable provisions.
We are in favor of the provision which would permit the states to obtain

review In the Federal Courts of any finding by the U.S. Secretary of Labor that
a state law, or that the administration of a state law, is not in conformity with
federal requirements.

Although the Illinois Manufacturers' Association is committed to the general
principle that benefits standards should be the prerogative of the states and not
of the Federal Government. we do not object to certain provisions relating to
benefit Pligibility which are contained in H.R. 15119. These provisions are as
follows:

States may not cancel wage credits or reduce all benefit rights, except In
cases of fraud, discharge for misconduct connected with the work, or receipt
of disqualifying income.

Prohibits "double dip": a claimant must have bad work since the beginning
of his benefit year in order to obtain benefits in his next benefit year.

Benefits shall not be denied or reduced because claimant files an interstate
elahn.

lTeneflts may not be denied to workers who are enrolled in a training program
with the approval of the State Unemployment Compensation Agency.

The IMA has taken no position for or against the proposal to extend coverage
under the unemployment compensation progr,,m to all employers of one or more
employees. However, we do object to the pronosals that newly coverell em-
ployers may pay a lower tax rate than the 2.7% rate which has been in effect
stneow the Inception of the unemployment compensation program in 1937 and
whir.h all presently covered employers have had to pay.

The Illinois Manufacturers' Association does register opposition-
1. To the proposed Increase in the federal tax rate; and
2. To the proposed Increase in the wage base; and
3. To the extended benefit proposal and Its "trigger point" provisions.

Previous witnesses who have appeared before this Committee have urged
that the Senate enact S. 1091 or amend H.R. 15119 to include the many un-
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desirable proposals which Were wisely, elltnihated by the house of Representa-
tives. We strongly urge you to reject all attempts to establish federal standards
which govern the amount of benefits which the states must pay and to Increase
the duration for whichT,such payments must be made, to require the states to
liberalize the requirements of eligibility which a person must meet In order to
draw benefits, to make any changes which would spread the tax rate evenly
among the employers and thus destroy employer experience rating, to make in-
warranted and exorbitant increases in the federal unemployment tax rate and
in the wage base upon which the tax Is paid, and in other ways to scrap the
unemployment compensation systems of the various states and replace them by
a system which will be controlled and dictated from Washington.

Increase in Federal tax rate and wage base
I1.R. 15119 proposes to increase the federal tax rate from 0.4% to 0.6%,

effective on wages paid in 1967. It also proposes to increase the maximum wage
base upon which the tax Is paid from $3,000 to $3,900, on wages paid in 1969,
1970 and 1971, and to $4,200 on wages paid after 1971.

The IMA is opposed to any Increase in the federal tax on payrolls and also
to any increase in the wage base upon which the tax Is paid in order to provide
more money for administrative purposes.

The following table outlines this proposal and also Indicates the percentage
of tax increase which would result:

Federal Maximum Percent
tax rate Wage base tax per increase
(percent) employee

Present ------------------------------ ------------ 0.4 $3,000 $12.00 --------------
Wages paid in-

1967 and 1968 ------------------------------- .6 3,000 18. GO so
1969-70-71 ----------------------------------. 6 3,000 23.40 95
1972 and thereafter- ...................... . 6 4,200 25.20 110

The money which would be raised through this tax increase would be used
for two purposes. One-half of it would be placed in a special fund to pay the
federal portion of the extended benefit program. The other half would be used
for the cost of administering the Unemployment Compensation and Employment
Service programs.

The U.S. Department of Labor has not proved to our satisfaction that any
Increase is needed for the administration of employment security. The figures
appearing in tables 5 and 6, page 29 of the Ways and Means Committee report
Indicate that there will be a considerable increase in the amount collected
during the next six years even under present law.
By combining some of the figures appearing in these tables it is apparent that

the extra amounts available for financing the employment Security Administra-
tion would become as much as a 69% increase.

Estimated FUTA collection, under H.R. 15119 available for administration

[Dollars in millions]

Collection' Current law Percent
Taxable calendar year year estimated Proposed law increase

collection

1967 -------------------------------------------- 1968 $544 $680 25
18 ---------------------.-------------------- 199 560 700 25
1909 ------------------------------------------- 1070 572 910 69
1970 ------------------------------------------- 1971 584 930 59
1971 ------------------------------------------- 1972 596 955 O
1972 -----.------------------------------------ 1973 608 1,030 69

We do not agree that the Employment Security Administration needsa 59%
Increase within the next three years and a 69% Increase within the next six years.
Similarly, the 0.1% Increase in the tax rate for the financing of extended benefits
would amount to another 69% in the money collected, or a total of 138% more
money paid by employers.
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We seriously doubt that the vast additional amount of money will be used
for the purpose for which it should be used-the administration of Unemploy-
ment Compensation and the Employment Service. In the past few years much
of the administration funds have been diverted to other uses, such as for
Manpower Development and Training, Youth Opportunity Centers, Community
Development and other anti-poverty programs. Thousands of placement persons
have been taken off their regular jobs in the state employment security bureaus
and assigned to work on these programs. One result is that placements by the
employment service have dropped substantially. The IMA submits that the
money which is collected from employers through the federal unemployment
tax should be used exclusively for the job intended and such anti-poverty
programs and other expanded activities should be financed from other sources.

There are certain other activities which are assigned to the employment
service which should be considered. For example, farm placement has been
assigned to the employment service in most states. Why should not the Depart-
weat of Agriculture finance these operations rather than industrial and other
non-agricultural employers? The farmers who are receiving the benefits of this
service do not pay any unemployment compensation taxes to finance it.

The costs of administering unemployment compensation should have been
drastically reduced during the past few years because the claims load has been
low. It has been necessary to lay off claims takers and other employees and
to close offices. A reserve should have been built up to be used in later years
when the claims load becomes higher.

It has been stated by the proponents of the $6,600 wage base that the wage base
for unemployment compensation should be the same as for social security.
There is no validity in this argument. Soe I security and unemployment
compensation are entirely different. The amount of the monthly benefit for
a social security beneficiary is bas(d directly upon his average monthly wage,
and in order to increase monthly benefits the taxable wage has been increased.
An unemployment compensation claimant's weekly benefit amount is based upon
his quarterly earnings, but it Is calculated by a formula which bears little
relationship to the yearly wages upoIn which his employer pays the tax. In
social security there is no employer experience rating. Under social security the
tax is paid jointly by employers and employees.

Increasing the federal taxable wage base would require each state to increase
the wage base upon which the state taxes are paid, to the same amounts. The
states should be allowed to establish their own taxable wage base. Several
States have raised their wage base in order to improve the stability of their
Lrust funds. However, those states such as Illinois and many others, whos.
trust funds are in excellent financial condition should not be required to in-
crease the tax paid by employers by increasing the wage base.

Extended benefit program
II.R. 15119 would establish a new' permanent program which would require the

states to enact laws to pay extended benefits during periods of high uniemploy-
ment to workers who exhaust their basic entitlement to unemployment compensa-
tion. The duration of benefit payments would be extended by 50%. 50% of the
cost of the extended benefits would be paid from a special fund which would be
financed through the additional 1/10th of one percent federal tax. The states
would pay the other 50%.

The Illinois Manufacturers' Aasciati9n i not in fav~r of a federally imposed
extended benefit program which dlctat"s to the states how such a program should
be established., Illinois is one of ,the few states which has an extended benefit
program and we speak from our experience with this subject. Illinois enacted
an extended benefit program, which we call "temporary emergency benefits", in
1958 and it -has "triggeried in" several times since that year, The cost of thl
program has been borne by Illinois employers. In 1958 we did not borrow money
from the Federal Government as. was the case with other states. We. are of the
opinion that the other states should decide on the specifications of their own
programs if they feel that such a program Is necessary.

However, If the Congress decides to impose an extended benefit program upon
the states, we definitely object to the "trigger points" whIch are specified in
H.1. 15119. Section II D of the House Ways and Means Committee report says
that an extended benefit program would be established "to pay extended benefits
during periods of high unemployment". We submit that insured unemployment
of 5% nationally and 3% inan individual state is not high unemployment. In
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the past, such figures have been considered as being nearly full employment and
as a period of prosperity. In many years, when business was gobd, national
Insured unemployment has been over 5% and In a number of states insured un-
employment never gets below 3%. For example, Insured unemployment is tradi-
tionally high in California, New York, Alaska. Puerto Rico, Nevada, West Vir-
ginia, Washington, Oregon and other states. This'means that extended benefits
would trigger In frequently In these states, Some states would, In effect, have
permanent duration of 39 weeks. Califori..a has an extended benefit program
with a trigger point of 6%. Extended benefitsi'have triggered In ii California
during six months to ten months in every year since the extended benefit provision
*as enacted. In Puerto Rico, extend.-ed benefits have been paid steadily ever
since the law was enacted In September 1963.

The employers in the states which traditionally have steady employment and
low insured unemployment, would be paying a tax which would be used to pay
extended benefits in states which have high unemployment. The following table
shows the rate of insured unemployment for a number of states for certain weeks
during the past three years:

Rates of insured unemployment as a percentage of covered employment

STATES WITH LOW INSURED UNEMPLOYMENT

June 25, Mar. 12, Mar. 1K, Mar. 14,
1960 1966 1965 1964

U.S. average ---------------------------------- 1.7 3.1 4.1 5.0
Connecticut --------------------------- ----- 1.2 2.3 3.4 4.4
Delaware ---------.--------------------------- .7 2.0 2.8 4.1
Florida .....----------------------------------- 1.5 1.4 1.9 2.7
Georgia ---------------------------------------- 1.1 1.5 2.2 3.3
Kansas --------------------------------------- .9 2.2 3.9 3.6
Hawaii- ---- _.-------------------------------- 1.8 2.2 3.2 3.2

llinUois ---------------------------------------- .9 2.0 2.9 3.6
Indiana --------------------------------------- .9 1.5 2.4 3.4
Iowa ------------------------------------------ .6 1.9 2.6 3.2
Ohio ------------------------------------------. .8 1.9 2.9 4.2
Texas --------------------------------- ------- 1.0 1.7 2.6 3.0

STATES WITH HIGI INSURED UNEMPLOYMENT

Alaska ----------------------------------------- 4.7 14.4 14.2 15.5
California ------------------------------------- 3.5 5.2 6.6 6.5
Nevada --------------------------------------- 3.3 5.6 5.6 6.2
New York ------------------------------------- 2.7 4.0 4.9 5.7
North Dakota --------------------------------- 1.0 8.0 9.4 9.9
Oregon ---------------------------------------- 1.7 4.5 4.8 6.5
Puerto Rico -------- -------------------------- 5.4 6.5 7.1 5.8
Vermont -------------------------------------- 1.9 4.0 6.1 7.9
Washington ----------------------------------- 1.6 4.7 6.5 8.2
West Virginia -------------------------.. ..----- 2.0 3.9 5.7 7.4

You will observe that on June 25, 1966, the latest figure published, Insured
unemployment was above 3% In four states, even though the average for all
states was 1.7%. On March 12, the rate for 31 states was 3% or above. Yet
in 1966 Insured unemployment has been at the lowest figure since World War II.

Many of the states which have low 'unemployment are represented on the
Senate Finance Committee. I question whether the Senators from those states
Wish to have their constituents, the employers, pay a higher tax rate to finance
extended benefit payments to workers In California, Alaska, New York, Puerto
Rico, and the other states which have high unemployment.

Conversely, high unemployment In a few states might push the national average
up) to 5% while insutaed ' unemployment In some states might be considerably
lower than 3%. Under such a condition extended benefits would trigger in and
would be paid in all states.

An extended benefit program has been voluntarily adoptde by nine states. The
trigger point in California, Connecticut, Hawaii and Idaho Is 6%; Vermont-
7%; and North Carolina-9%; Pennsylvania and Puerto Rico have special plans
for determining when extended benefits become payable.

Illinois has had a lower trigger point than any other state. For several years
it was 4.375%. However, In 1965 the Advisory Board of Unemployment Coin-
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pensation, which is composed of labor, public and employer members, agreed that
this figure was too low and it was increased by mutual agreement to 5%. Now
H.R. 15119 proposes a trigger point of 3%. This is entirely too low as a measure
of insured unemployment.

A proposal which was seriously considered by the Ways and' Means Cor.
wittee did not contain any trigger point at all. It was only after representatives
of the Illinois Manufacturers' Association conferred with the Chairman and two
members of the Ways andMeans Committee that the concept of a trigger point
was included in H.R. 15119. Such a measure -of insured unemployment is an
imi)rovement over the previous proposal but the trigger points of 5% and 3% are
unjustifiably low.

In. considering our statement that employers in the states which have low
unemployment should not pay for extended benefits in the states which have high
unemployment, we call attention to the:fact that the federal unemployment coin-
pensation tax is basically different from other feleral taxes. Although this
money goes into the federal treasury and is then appropriated to the states, it: is
identified in a separate account and the money is appropriated for a specified
purpose. Up to now, it has been designated for the administration of uneiuploy-
ment compensation-and employment services of the states. 1i is now proposed to
use 50% of the higher tax for extended benefits and the other 50% for administra-
tion. In the past, the records show that some states have received much more
money for administering their programs than the employers of those states have
paid in federal taxes. Other states have been shortchanged. Now it is proposed
that a higher payroll tax be imposed upon employers and the same thing will
happen,. States with low insured unemployment will be shortchanged. Many
of these states are the same states which have not been receiving their fair share
of the appropriations for administration of their employment security programs.
Conversely, many of the states which have regularly had high insured unem-
ployment are among the states which have received more, in administrative
grants than the amounts which the employers of those states paid in federal
taxes.

The following table shows the administrative grants to certain states, ex-
pressed as a percentage of the federal unemployment taxes paid by, mployers in
those states. The figures for the years shown are the latest ones available.

[in percent]

1963 1962 1961

Indiana ------------------------------------- 50 51 64
Virginia ------------------------------------------------ 51 54 68
Wisconsin ...... .----- ! .---_------------- r --------------- - 89 59 71
Illinois --------------------------------------------- - -- 61 61 67
Georgia-... . . . . . ---.............. 64 67 83
Ohio----------------------------------------- ------ 63 68 84
Delaware--------------------------------------- ----- 69 70 76
Alaska ----------- ------------------------------------ 336 344 374
Idaho ---------------------------- --------------------- 200 214 250
North Dakota --------------.......... ------------------ 200 209 228
Utah ------------------ -..............------.---------- 185 194 221
California- . -.-.-.-.-.-.-.-.-.-.-.-. ----- -- - .---------- 104 104 128
New York .. - - ------------------- . ------ 106 106 127
Mississippi ........... ........................ ---------- 127 138 186
Arizona --------------- --------------------- ------- 161 171 . 202
Puerto Rico----------------------------------------- 150 166 N.A.

The cost to employers In the states with low unemployment will be far greater
than the good which they will derive from It or the cost of such a program, if
they had their own extend, benefit program. They willibe paying for much of
the extended benefits f6r emiployees in th6 states whlib have high unemployment.

We question tie propriety of. some of the elemehits' usd id coipnutin'g the
rate of insured unemployment' It should not Include, for the purpose of trigger-
ing In of extended benefitS, those persons who are not eligible for benefits nor
those who register but then find another job and do'not even serve a waiting
week. These 'constitute a sizable portion of tose Included in insured unem-
ployment and is an exaggerated' figure.

We recommend that the states be allowed to determine the provisions of their
own extended benefit programs. They should be given some flexibility in their
choice of a state indicator, perhaps based upon the average rate of unemploy-
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ment over several preceding years. However, if the Congress decides to enact
a program, similar to that proposed in H.R. 15119, then the "trigger points"
should be increased to a national trigger point of at least 6% and a state trigger
point of at least 5%. Even 5% would be too low for several states.

Federal benefit standards
We urge you to reject the appeals of previous witnesses who have appeared

before this Committee and several more who will follow us, who have urged that
the Senate enact S. 1991 or amend H.R. 15119 to include the many undesirable
provisions which were included in H.R. 8282 and S. 1991.

Enactment of any of these proposals would be a long step toward federalization
of the unemployment compensation programs of the various states. The de-
velopment of unemployment compensation laws and their administration have,
from their inception, been the function of the legislatures of the individual
states. The amounts which should be paid in benefits, the eligibility provisions
which claimants must meet and the number of weeks of benefits which they
can draw as well as the tax structure have been related to the economic situa.
tion in each state. All state laws have been periodically revised to reflect
changes in economic conditions. In the event this legislation were enacted, the
states would have to comply with federal standards of lower eligibility pro-
visions, higher benefits and rigid controls by federal authorities. The states
would be little more than administrative agencies answering to a federal
omnipotence.

In Illinois and in many other states, changes in the laws have been made as
the result of mutually satisfactory agreements between appointed represent-
atives of employers, employees and the public, on a duly constituted advisory
board. The Governors of Illinois, past and present, and the state legislature
have been wholeheartedly in favor of the agreed bill process. Such bills have
been passed by the legislature unanimously without debate and without reference
to committee.

The Illinois State Senate in the 71st General Assembly adopted a resolution
which opposed federal intervention into the state unemployment compensation
program. This resolution reads as follows:

"Resolved by the Senate of the 71st General Assembly, Whereat, there is
legislation pending in the Congress of the United States, relating to unemploy-
ment compensation, which would compel the various states to drastically amend
their unemployment compensation laws to conform with federal standards; and

"Whereas, Illinois is firmly dedicated to the beliefs that the individual states
are best qualified to determine the provisions of their unemployment compensa-
tion statutes based upon the economic conditions of the states and the needs of
their citizens; and

"Whereas, The Illinois General Assembly, over the years, has made amend-
ments to the Illinois Unemployment Compensation Act through mutual agreement
of a tri-partite board, which has provided for equitable treatment of employees
and employerS, and the General Assembly is now in session considering further
improvements in its unemployment compensation program; now, therefore, be it

"Resolved, By the Illinois State Senate that it opposes federal legislation
which would compel the various states to provide unemployment compensation
standards in conformity with federal laws, thus depriving the Illinois General
Assembly of its rightful authority and responsibility in such matters;"
, We urge you to allow Illinois to continue the satisfactory procedure for taking

care of its own affairs and to keep its unemployment compensation law up to date,
in consideration of the needs of its citizens and the economic conditions In the
state.

Weekly benefit amount
S. 1991 and H.R. '8282 would force the states to 'amend their unemployment

compensation laws by increasing the weekly benofRt amounts paid to claimants.
The weekly benefit amount which claimants would receive Would be 50% of their
average weekly wage, up to a maximum of 50% of the state-wide average week-
ly wage for the years 1967 and 1908. The maximum w'uld be increased to 60%
of the state-wide average wage in 1969 and 66%%, effective in 1971.

The gross average weekly wage of covered employers upon which taxes are
paid in Illinois is at least $120 a week. A year ago, it was $110 per week and
it is expected to continue to increase. This includes wages and salaries of
corporate officers, professional people and other salaried people who very
seldom, if ever, draw benefits. A much more significant figure which should be
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used In determining weekly benefit amounts would be the average take-home
pay of the people who are beneficiaries under the system and *hose base period
wages were used In determining their weekly benefit amounts.
1oie examples of take-home pay with deductions only for social security tax

and income withholding tax are:

Single person, Worker with Worker with
Gross weekly wage tuke-home pay 2 children, 4 children,

take-home pay take-home pay

$60.00 ------------------.------------------- $50.98 $60.98 $57.4S
$ 100.00 ...... ..... ..... ...... ..... ..... 79. 00 89. 30 93. 30$120.00 ------------------------------------ 96.86 106.46 109.48

In addition, a person who works must pay for lunches, transportation, work
clothes, union dues. etc. Unemployment benefits are not subject to any withholti-
ing taxes or similar expenses.

Depcndcncy benefits
In Illinois we believe that the realistic approach to the determination of weekly

benefit amounts Is to base them upon the family responsibilities of the unem-
ployed worker. Illinois in 1955. by mutual agreement between the employer,
hlor and public members on the Advisory Board, adopted the variable maximum
tit 1e, fit programs. Higher weekly benefits are paid to claimants who are mar-
ried and have children, than to those who do not have such family respQnsibili-
ties. We believe that this is the realistic approach, to pay higher benefits to
those persons who need It most and upon whom the burden of unelmployment
falls tile hardest.

The following table shows the schedule of maximum weekly benefits provided
in the Illinois law and the schedule of benefits which S. 1991 and 1I.1t. 8282
voul require:

S. 1991 and H.R. 8282Present law

1967-48 1969-70 1971

Single, or married with working spouse, no
children------------------------------------- $42.00 $60.00 $72.00 $80.00

Married, with nonworking spouse, and no
children ----------------------------- ------ 50.00 60.00 72.00 80.00

Married and 1 child ----------------------------- 55.00 60. 00 72.00 80.00
Married and 2 children ------------------------- 60.00 60.00 72.00 80.00
Married and 3 children ------------------------ 6 5. 00 65.00 72.00 80.00
Married and 4 or more children ----------------- 70.00 70.00 72.00 80.00

S. 1991 and H.R. 8282 p1 opose that Illinois and those few other states which
now pay dependency benefits should abandon the payment of additional benefits
to claimants who have dependents. The same amount would be paid to an uneim-
ployed worker whether-he Is single and living with his parents and who might be
an intermittent, part-time worker, as Is paid to a man who has a wife and four
or more children who are dependent upon the money which he brings home. ,

On pages 92 to 96 in his book entitled, "Standaids of Unemployment Insurance"
Senator Douglas espouses the principle of dependency benefits. ie says: "There
is, therefore, every reason'*hy a- system of dependents allowances'should ulti-
imately be included in the sstem of unemployment compensationi" We agree
with Senator Douglas. Both management and labor In, Illinois believe in and
are satisfied with our benefit structure. We do not want to be forced to abandon
our variable maximum system and we oppose any proposal which would require
Illinois to do this.

Benefit amounts in Illinois have been regularly Increased over the 'years so
that now they are among the highest of any state. In 1937 the naxinumi weekly
benefit amount was $15.00 a week and the maximum duration was 16 weeks, or
a total of $240.00. Now the same person can receive $70.00 per week for 26
weeks or $1,820, and in case of relatively high unemployment, he may receive
another 13 weeks of benefits, or a total of $2,730. This is an increase of 890%
during t period in which the Consumers Price Index went up 125%. This cer-
tainly indicates that Illinois has been generous.
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In Illinois many of the beneficiaries of unemployment benefits now receive more
than 50% of their gross average weekly wage. Single persons in the lower wage
brackets receive benefits equal to 65% of their average weekly wage. Workers
in four out of the six dependency classifications (one,:two, three and four or
more children) receive 50% or more. Those with' four or more children receive
63.6%. In some cases, the weekly benefit amount for a single person does not
amount to 50% of his gross average weekly wage, but we feel that this is proper,
because such persons do not have the financial responsibilities, that those in the
other classifications havq% Most of them, however, do receive in excess of 50%
of their take-home pay.
Uniform duration of benefits

S. 1991 and H.R. 8282 Would require that 26 weeks of benefits would be paid
to every person who had worked during 20 weeks in a year, no matter how much
money he earned during those weeks. We submit that the duration of benefits
should be based upon the amount of wages which a person earned in the base
period.

Under this proposal, a person who had intermittent and irregular employment
and had worked a small amount of time in each of twenty weeks, regardless of the
amount of money which he earned during that time, could draw maximum benefits
for a full 26 weeks. This would enable a person Who had worked part time or
intermittently, by choice, to draw as much in benefits as a family man with
several children who had been a steady worker and had, unfortunately, lost his
job. This is grossly unfair and a poor way to spend employers' tax money.

Uniform duration, coupled with high benefits, would destroy the incentive for
a person to be gainfully employed throughout the year. It would encourage people
to work 20 weeks and then take 26 weeks' vacation. It would encourage
malingering and laziness. Certainly this is not the purpose of- unemployment
compensation.

We believe that unemployment insurance should continue to be based upon
insurance principles. The amount of benefits which an unemployed worlier should
receive and the number of weeks he can draw benefits should be based upon the
amount of his earnings in covered employment. The provision for uniform
duration abandons this insurance principle.
Benefit eligibility provi8ions

During the quarter century since unemployment benefits have been paid. it
has been found that it is essential to require claimants for benefits to fulfill
certain eligibility requirements and that under certain specific conditions, they
should not be paid benefits. During the years, these eligibility requirements
'have been altered to meet changing conditions and experience. S. 1991 and
H.R. 8282 would unwisely change, many of these provisions in the state laws
and allow benefits to be paid to individuals who should not receive them
because they were not unemployed through no fault bf their own. ' It would
permit a person to quit his job for any reason at all, and the 'maximum penalty
which might be impoied is a short postponement eo benefits. When a person
can draw, benefits equal to one-half to two-thirds of his normal, wage without
any deductions for income tax, social security, or, tMecostand jncQnye41encq
of going to work, he will betempted to do sO. Such a..peron could wait, a
few. weeks- before filing is claim and there would be O,,penajity ripose4.
In Illinois, a penalty: of eight weeks from the 4ate, of flingof hIq 6laifj is
imposed on a person ,who quits his job voluntarily: without goodcause,' ,During
thoge ei ght weeks, he must continuously prove etqhweek that he is jtf; Ul0l.ng
all of the, eligibility, requirements, such as bejngjtafftla d available f pr work
actively'' beel-ng employment -and;, reporting at: the e Voynent jeryic .,
Illinois such pirswus who have not bad priowemploylment dutrfpg three quqrterS of
the baSe period, are disqualified, until, they find another jQb and ,earn an amount
equal to at least. Six times their, weelily, benefiAkapwnt. Many state p require
all claimants who quit their jobs, to return to work before they are again
eligible for benefits:-' . ' . .

;The same comments apply to persons who refuse an offer of a sul"ble jo
and for people who are discharged for misconduct. .

Several other, objectionable provisions were Included in the original prO-
posed amendments to the unemployment insurance law. ' These related to the
repla bement of graduated , statetaxes by 'fat uniform tgx , thus leadingto the
destruction of experience rating; federal grants to states which.,have. napund
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financial and trust fund experience and a permanent program of federal un-
employment adjusted benefits.

The Illinois Manufacturers' Association Is unqualifiedly opposed to all
puch proposals which would substitute federal dictation of unemployment
compensation for state laws., They would change the basic intent of unemploy-
ment insurance from a system of providing benefits to workers during tem-
porary periods during which they lose their jobs through no fault of their
own, to a system of providing relief, to workers who may have a limited or
insignificant, employment history. They would, result in less stable employ-
ment, since employers would not have the incentive to provide steady work
for their employees. i Thus, It would result in more unemployment for many
persons., They would encourage malingering and destroy the incentive to
work. They would discriminate ggainqt employers in Illinois and the other
states, which have traditionally done a conscientious job in providing steady
work. and stable employment to their citizens and thereby Increase the costs
of production and contribute to higher prices andinflationary pressures.

We urge you to reject all attemls to Include these undesirable and un!
warranted proposals In H.R. 15119. We ,also urge you, to give serious con-
sideration ,to our objections to the large and ,unwarranted Increase in the tax
rate and in the qfge base and to our objections to the extended benefit pro,
posal, especially the unjustiflabl er points. The Illinois Manufac-
turers' Association appr the opportu f presenting its position
relating to H.R. 15119 t - Committee.

The Cn t . r. ray Kilbride of Illinois etaii Merchants
Association.

Mr.'Kinm u. Mr. Chai , m nam aymon
The C hAI, I' e t at S ator D g as and S ator Dirk-

sen are ariiy Jsent ti i n know ,they wanted to
be here because in ae res c - llinoi ay, but am sure
they wi review your =sta s "tisfu y c nsidered.

STA ZXT RAIN 'T. L k. . FO0 TE
I L II T ~ AN 5500 TION

Mr. VZLEiDE. hank u.
My ame" is 1. ib e t manager Mont,

gome Ward & o I a ap i for is commit e today
as chai an of t nemplo y ensation Commit e of the
Illindis tail Moe chants A a. dn.

In de e ne to the a 0 o icqm tee and t
insure the reatest le brevi y, m t ie ny wI consist of
my reading o a brie stateme e nemploymen CfoiPensation
Committee 4 Illinois Retail Merc ants A, o'i which was
adopted a sta ent of ie f t t org 0tiOW at a et ,of its board of dirct yr12ul 1, J66l.- ng:]

The Vnemplyent CompeAs"o t et e 'illinois Retail Mer-
chants Assolation' ha° caely ilere.qad el. iS!, (tll Mils Bil) ani
11bore the .,Ingrt., and, th
effect of' the enactmient 'of either ot ho6 bills I ftht of
state.

,In, addltiont6 Its 'long-standing aid -consistent oppositlon, to any- federal
legislation, whieh would dictate,, standards for states In, their unemploymentet
compensation legislation, the' Comittee believes, thoso idepticaI bills were
objecttonable'for these additional ani( sp fc reasons . .

TrlhO 'lbIlld would 'etend c6v€owA'a iineniploMet 'coipeM'ion laos to "em-
ployers of One otimore persons. IThei committee is well aware: of the theoretical
propriety of such coverage but believes that practical considerations urge 'avoid-
ance of such coverage particularly In the retail trade.
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The retail trade is becoming Increasingly dependent upon part-time employees.
Many of these are housewives and students who are not fully in the. labor
market nor are they the principal support of families. Generally speaking, and
for varying reasons, these ein)loyees .ouhl not quallfV for unemployment benieits.
Furthermore, employees of small retailers commonly include family members
who work occasleally and who would never apply for benefits.

The primary and most apparent practical effect of extending coverage to
employers of one or more persons would be to add a substantial burden of addi-
tional tax expense and l)ookleoplng costs to small retailers. In the opinion of the
committee there is no justification for imposing such burdens on snall retailers
to provide benefits which, at, best, could be clahned only by a small number of
their employees. Extending coverage to employers of one or more persons, it
should also be noted, will greatly increase administrative costs per employee.

Turnover In the ease of small retailers has a far more drastic effect on his
contribution rate than it does on the larger employer. The separation of a Kin-
glo employee may be a 100 percent turnover and (-an result In the payment of
the maximum contribution rate by the employer. 4uch a continuing consequence
to an al)preciable number of siaall retailers, or other small employers, becomes
r. persuasive argument for abolishing experience rating by those who have long
had this oljeet in mind.

2. The bills would require state unemployment conhl)ensatlon laws to pay ex-
tended benefits to workers who exhaust their normal benefits during periods of
high unemployment. The states would be reimbursed for half of the cN)st of the
extended benefit program. The funds necessary for this relmburselent would
be obtained by increasing both the federal unemployment tax and the taxable
wage base.

The Illinois Unemployment Compensationi Act already provides for the pay-
ment of a nmximunm of 13 weeks of additional benefits when unemployment in
this state exceeds 5 percent of the conpensable work force. The provision fo,'
extended benefits in the bills, therefore, means nothing to Illinois workers. To
employers in this state it would mean the payment of additional taxes for bene-
fits they are already providing and a contribution to the cost of extended bene-
fits in some other states.

3. The bills provide that on January 1, 1967, the federal unemployment, coml-
pensation tax rate be increased from a net of 0.4 percent to a net of 0.6 percent,
an increase of 50 percent in the tax rate. In addition, the tax base would be
Increased from the present base of $3,000 to $3,900 in the taxable year 1 9)9 and
to $4,200 in the taxable year 1972. The federal tax now costs an employer $12
a year per employee. In 1972 the proposed increase in the tax rate and the tax
base would increase this cost to $25.20, an increase of 110 percent.

While it is true that enactment of the bills would serve to increase adiniis-
trative costs and -that additional funds would be required to finance the federal
share of the extended benefits program, the Conmnittee does not believe that
there is a clear demonstration of the heed for a 110 percent increase in the cost
of the enl)loyer's contribution to the federal, unemployment fund. But, in any
event, the need for any increase in taxes can be avoided by the defeat of these
unnecessary bills.

While H.R. .15119 and 15120 are a vast Improvenitnt over H.R. 8282,
introduced during the first session of the 89th Congress, their enactment is need-
less and without JUstification. The states are'the best Judges of the ne(s of
their own localities and the conditoiohs' which give rise to those needs. Any
problem which arises it the states should be solved in the place where it origi-
nates. The imposition of federal standards ts unwarranted particularly in 1lli-
nois which has depionstrated an awareness of the changing needs of unemploy-
ment compensation and generally admnintstered Its own lavl in an exemplary
manner.

Speaking for the Illinois Retail Association and myself, I want to
thank you for your courtesy in extending time to Us for the presenta-
tion of our position on this proposed legislation.

And now speaking for myself, I am sorry that this colnmittee in
these troubled times must spend so much of their valuable time in
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considering proposed changes in our Federal unemployment insurance
law which is functioning so adequately and efficiently.

Thank you.
The CAIIUIMAN. Thank you, sir.
Senator Morton ?
Senator MORTON. I may agree with much that you have to sayi

We face a l)roblem here, and I was glad to see that in the concluding
p)a'aph of your prepared statement that you do indicate that H.R.
15119 is a vast im)rovement over 1I.IR. 8282. As I say, I concur in
mucl that you have to say, but 1 also have to look at tis thing in the
practical light of today in(l the political climate and what we are up
against here in the Congress. So we miay not he able to reach the o)-
Jectives that you want us to reach, although I trust, however, that
we will at least hol our action within the framework of H.R. 15119.

Mr. Kiimiui. Thank you.
Senator MoRTON. If I might add that if the senior Senator from

Illinois were here, you would get into a discussion at some length
about truth in lending which is not before this committee. [Laugh-
ter. I

The CJTIRIIMAN. Thtlk you, sir.
Our next witness; is Mr. Gordon W. Winks of the Illinois State

Chamber of Commerce.

STATEMENT OF GORDON W. WINKS FOR THE ILLINOIS STATE
CHAMBER OF COMMERCE

Mr. Wi4 cS. Mr. Chairman and members of the committee, my
name is Gordon W. Winks. I am a lawyer in Chicago with the Illi-
nois Bell Telephone Co., and I appear on behalf of the Illinois Chain-
ber of Commerce.

For the past 9 years I have been an employer representative on the
statutory advisory board to the Governor of Illinois on unemploy-
ment compensation, having been first appointed to the board by a
Republican Governor and reappointed three times by the present Dem-
ocratic Governor.

My written statement analyzes several different parts of this bill and
I task that my entire statement be included in the record.

Senator MORTON (presiding). It will be done.
Mr. WINKS. But in the time allotted to me, I will confine my testi.

mony to what appears to us to be the most important single issue be-
fore the committee, which is whether each State should be required to
raise its maximum weekly benefit amount to two-thirds of its average
weekly wage.

On this subject I would like to add some comments to what Mr.
Fisher said in the very interesting comparison between Lousiana
and Maryland. Of course, I defer completely to Senator Long as to
Louisiana's condition, and I am not a citizen of Maryland, but there
is nothing that appears to us from the records that we have here that
indicate that either Louisiana or Maryland is skimping its claimants
in the handling of unemployment compensation. It is true that the
maximum weekly amount payable in Maryland at the present time is
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$48, and that the Louisiana Legislature has just changed its maxi-
iiini from $40 up to $45, but there are other differences between the
two laws, which seem to account for more differences in cost than the
ones that were referred to earlier.

For example, Louisiana has what is called variable duration, which
means that a claimant with a small amount of work record cAumot get
26 weeks of benefits.

On the contrary, Maryland has uniform duration which is now
found in only 9 States, and which gives 26 weeks of benefits to every-
body who can qualify at all.

In the past 5 years the size of the Louisiana fund has grown by $34
million. -in the same period of time the Maryland fund has grown by
$103 million.

Now, the reasons for that growth are unknown to me, but it is a fact
that they would temporarily raise the tax rate in Maryland, and that
when the funds reach the point at which the respective States are satis-
fied, that difference will disappear.

Indeed on page 46 of the report dated July 13, 1966, the tables being
)repared by the U.S. I)epartment of Ilbor, it is estimated that the

tax rate in Louisiana for 1966 on taxable wages will be 1.8 percent,
and in Maryland. will be 1.9 percent, a difference so small tht it could
not have any serious effet on anything occurring.

T[he estimate on taxes on total wages in both States is identical, 1
percent.

These tax rates change from year to year in different States as dif-
ferent requirements for special recessions in that area occur, and weQ
suggest with all respect that the success of th Louisiana bidders ap-
pear to be die to tIeir own qualities and not to any indication that.
Louisiana has been unfair to its unemployed.

The original House bill would have required a 66%-percent benefit
standard in 1971, based on each State's average weekly wage for
the year 1969, with amual adjustments thereafter. No one knows
yet what those 1969 average wages will he, although it is reasonable
to assume that they will be sul)staitially higher than they are today.
But even if we use only the 1964 average wage rates, we would find an
increase of $42 a week in Michigan, $36 in Illinois, $35 in Ohio, and
$23 in New York. There are 16 different States rel)rescnted on this
committee: 13 of them would be required to make weekly increases of
$20 or more using the 1964 base for easy computation. (Committee
print relating to S. 1991, Jan. 18, 1966, p. 112.)

The aniounts are: Arkamsas $12, Connecticut $25, Delaware $28,
Florida $29, Georgia $23, Illinois $36, Indiana $34, Kansas $16, Ken-
tucky $22, Louisiana $04, Minnesota $22, Montana $28, Nebraska $22,
New Mexico $27, Tennessee $20, and Utah $17.

Those 16 States amre not backward or reactionary. Their Governor.
and legislators are not dominated by any one economic interest. They
simply don't believe that that much money should be spent on unem-
ployment compensation, and we think they are right.

the details of the present system have been hammered out in
thousands of committee meetings all over the United States, sometimes
by State Governors and party leaders, but chiefly by members of State
legislatures and by committes from labor and businesss trying to
produce compromise bills acceptable to both sides. This is a method
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which respects and reflects the local problems of the people of each
State and their feelings about unemp'loymet as it actually exists in
that par' icular State. It is not awpakness but a strength. There
is no substitute for that local ex perience. Nobod& in a' Washington
office can know as much about each of the 50 Stites as the people wvho
iade those thousands of coml)romises. These meetings were not

dominated by any one political party, nor by chambers of conmrce,
nor were they indifferent to the best interests of lakor.

The States have steadily increased the weekly amounts of benefits
as conditions have changed., The maximum weekly amount provided
by the first Illinois law was $15 a week, and the maximum period was
1( weeks. The maximum benefit is now $70a week for a clainnant with
four children. Illinois benefits can now be paid for as long as 39
weeks under certain conditions. An Illinois claimant with two chil-
dren had a maximum possible eligibility on July 1, 1939, of $256 of
benefits (10 weeks times $10). His maxinm eligibility is now $1,560
in normal times and $2 340 in recession conditions. These amounts
are over 600 percent and over 900 percent of the 1939 level. In that
time the Consumer Price Index increased about 125 percent.

It is true that these amounts have not increased as fast as the labor
unions or the Department of Labor have demanded. But the prac-
tical question always remains-how much money should the Gov-
ernment take from its workers to pay over to those who are not, work-
ing-sometimes through no fault of their own but often by their own

choice in whole or at least in part? There is no mathematical answer
to such questions. Certainly the average gross wage of all covered
workers is not a good yardstick. The average claimant is not the
average worker. Claimants usually have less ti ian average continuity
of employment, and except for the building trades they tend to work
at, I age rates below the average. Indeed, a great many claimants have
been liarely employed at all.

Illinois, Indiana, Massachusetts, Michigan, Ohio, and several other
States have approached this problem of benefit adequacy by a vei;v
(lifferenmt, route. These States have what is generally call ed "a vari-
able maximum." The, amount which each clahmant can receive in
those states is influenced by the number of his dependents. For ex-
ample, a single man or wife whose husband is working cannot get
more than $40 a week in Illinois. However, a claimant with four do-
pendent children' can draw as much as $70 a week if lie has enough
wage credits. The original House bill proposed that this niaxinium
amount be raised to more than $90 for all types of claimants in Illi-
nois in 1971. If that standard were ever applied, it would quickly
put, an end to any classification based on the number of dependents.
The increase over present law would be so large that there is just no
chance that the legislatures would add any greater amount on account
of dependents. Most of the increases in States like Illinois would 0

to the claimants with the fewest dependents, and the others woud
be held to that same level in the future. The final result would be
that under H.R. 8282, a working wife or a single man might often
get the same or sometimes a greater benefit amount than a claimant
with four children. We thinhl this is a poor way to spend the avail-
able funds. ,
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It must be constantly borne in minA that unemployment benefits ap-
pear to be much more valuable than" gross wages in several major re-
spects. They are not subject to any income tax or social security tax
or union dues. They cannot be attached by creditors. They require
only a rihiniiiim amount of effort and travel expense. There is no ex-
tra cost for such things as work clothingor meals on the job. For many
intermittent vorkers they aire an ideal extended vacation with pay. li
Illinois and in most 'other Sttites their level is determined in large part
by the amount which the claimant earned in the highest. quarter of his
base year. This means that a person who gets relatively high wages in
one season of tie year will often establisha benefit level which is l"gher
tla his earning cal)acity iutle off season.,

Every increase in th' cost of labor lessens the effective demnand for it.
This is an elemilhtary law of eConOmics which no one can repeal. Each
one of 'these inc-eases malet it just that much harder to create jobs and
stimulates'the use of machine to replace people. Substantially all of
these costs are paid in the finst instance by the employer, but in the long
run they must .p passed n lto those who are working in the prices of
goQds or services if tl job is not eliminated altogether.
Thank you yery much for your attention..
(The prepared statbnent of Gord6n W. Winks follows:)

STATEMENT Or GORDON . iVInxS, RnmPI z'Bs NOT TBE ILINOS 'TATI CIiAMIEI

or CoUMNnKIcu

SUM MARY

I. The payroll tax rate should not be increased for administrative purposes, and
the taxable wage base should not be Increased.

I. The indicators for extended benefits should be raised to a reasonable level.
III. Judicial review of the decisions of the Secretary of L.aber on tax offsets

is highly desirable.
IV. Federal standards for benefit amounts and (uratlon are not needed, and the

standards l)roposed In earlier bills were excessive.
A. Distinctions based oi del el(leny status, now used in Illinois and several

other states, would have been made impractical by the earlier bills.
I V. 11.R. 15119 doe" omit other proposals which would have hurt the uneniploy-

ment compensation system.
Mr. Chairman and Members of the Conmitttee, my name is Gordon W. Winks.

I am a lawyer in Chicago with Illinois Bell Telephone Company and appear on
behalf of the Illinois State Chamber of Commerce. For the past nine years I
have been an employer representative on the statutory advisory board to the
Governor of Illinois oi unemployment compensation, having been first ap-
Ix)inted to the board l)y it Repmlican governor and reappointed thr(,e times; by
the present Democratle governor. I have been chairman of the Illinois State
Chamber's committee on this, subject and a member of similar comniittees of
the Chamber of Commerce of the United States, the Council of State Chambers
of Commerce and the Illinois Manufacturers' Association. The Illinois State,
Chamber of Commerce consists of some 8,500 business firms represented by
about 20,000 Individual businessmen. Our member firms iange in Rize from
the very smallest to some of the very largest in the United States and include
every type of business. i.1t. 1511o is the result of long stUdy and (lisussmns
in the House and is a compromise of many differing Views. We think there
are certain aspc.ts wlitch could be inprovcxl, and others which deserve strong
praise. '

Job taxes slhotld tot be herqcdf in the Way Pro0oseCO
The House Committee Report esthmates (p. 20) that the payroll taxes to be

collected under this bill during'the, fiscal year 1970 will be about $1,100.000,000.
or aimeiost. twice what would be collected in that year under existing law.

Payroll taxes are taxes on Jobs, and the fefleral tax rates for social security.
medicare and unemployment compensation will total 10.4% for 1970 if this bill
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is passed. State unemployment tax rates add more than 2% on the average for
a total of nearly 18%. Furthermore, the federal social security and vedlcare
tax percentages are already scheduled to go. higher in later years. Ewell
greater: increases may soon be necessary, not only for .higr benefits but also
to preserve the folvency of the xistLing shoules.

We realize that half of the propQoed Increase In the federal unemployment
tax rate is required to support tMe federal part of it new program for longer
beneiltf Ill t-iawe of recesslo. We antlelpate that soine such program will be
established,i atd we do not oplM)rn( that. general 11ri1ciple. But the other half
of the rate lincrmatsi Is earmarked for higher expenses of administration, includ.hg a greatly expanded employment service, awl wi' epire plaing the rdell
of those extra costs on tile creation of Jobs. No detailed Justification of these
icrotw(xl iiimainlistrative vosts Is shown li thme Ilouse Conmimittee Report. We
urge thap the taxable wage base be left as It )s, and that no lIcreae be' made
it the tax ratt, on litYrolls beyond that which Is elvarly le4ed to support thev
llow ewelergel%' Jrograill.

'I , 0( proseit; $3,00, felleril base 'Is entirely adequate' to support tile federal
share of all of the existing programs or any reasoijablo explinsln of them.
Most of the state trust funds are i good condition. Most of hose Wieh are
not largo enough are correcting their defllceles by usIg hlgh r state' tax
rates or by IncretslIg the tax Imse for that particular state or by a combila-
tion of those nyethods.

The higher tax base which has beun adopted for Social 'kc'urity Is the result
of' itlrely different fact-, Social Svcurlty needs the higher tax base to meet
its. much greater obligations imd to furtish a proper formula for comaputlig
benefit eligibIlity. .Neither of tbose factors applies to this case.

TXherc I-, no reason why the federal taxable wage base for unemployment
compensation should bear ally particular ratio to wage levels or total wages
or bc.|eflt eligibility, It Is sulficient' ifIt Is enough to permit the raising of the
moevs necessary to suIlport the' federal Irt of the program on a fair basis.
The first $2,000 or $8,000 paId to a wrkqr in a year does eabtahlslm him as a
ls),4si)le futiur claimant for a significant amount of benefits. But as the amount
of is annual pay Increases beyond that point, lie usually becolles a less likely
case for benefits. Each additional week that he works IS a week for which he
cannot receive benefits. In other words, the first $3,000 Identities a risk; the
second $3,000 generally reduces that risk. Further payments tend to extinguish
it.

It Is the low wage and seasonal Industries which cost the greatest amounts
itn benefits relative to their wages. These are the industries whiclh are least
affected by an increase in the taxable wage base, because so many of their
employees receive less than $3,00 a year right, now. Raising the taxable wage
base is particularly unfair to those firms paying high wages for steady employ-
mont. It will usually result in raising their tax burden without any change in
their experience to juslify it. Even if the state tax schedule is, revised to
lighten that part of their burden, the transition period is likely to be unfair to
them.

The Department of Labor presented to tie House Committee on Ways and
Means a very general and lengthy Justification of spending these payroll taxes
for such widely varied lnurposts as farm placement, Guam, "community develop-
ment," apprenticeship selection, and the cost of administering benefits for ex-
federal employees and ex-servicemen. (House Hearings, pp. 46-64,) It Is
receiving other large funds under other acts for similar purposes. Ibid, p. 52.
See also S. 2974, 89th Congress. It recently tried to take college placement
away from the schools that were doing a good job. Twice within 'tie past two
years the Comptroller General has called the attention of Congress to typical
cases of over-expansion of employment service costs in Oregon, Washington
anld Illinois for school districts, professional employees and department stores.
among others. It would be only common sense to re-examine, with care and
wimlomn and equity of tihe present, Inflated expenditures before saddling the
consumers of this country with another $800,000,000 of payroll taxes. If they'
have merit, those costs which are not closely connected with unemployment
Compinsattion ought to be borne by the general federal budget. Even 'the De.
parthnent concedes that such financing from general taxes is equallyy appro-
priate." Ibid. p. 53.
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Pthergeniy extension of benefit dtration aehold be lim~*ed to emelvenciesOur actual experience i#I IllinOis with'benefit duraton'during emergencies
shows the ned for some amendments In that part of 11.R. 15119. Illinois has
had its own p6rmandnt 'program for extending the duration of benefits by 50%
during bUsiness recessions ever since 1959, and th Illinois Chpmber of Commerce
supported that permanent ' plan. We began with a state lndlcator' of 4%0 of
insured unemployment. Our seven years of experience show that this Is too
low and last year our legislature raised it to 5%. The other states which have
similar programs use 6%, 7% or 9%. This bill requires a state indicator of
only 3%. This 3% requirement is combined with another requirement in the
bill that unemployment shall be at least 20% more than It was in the .two pre.
ceding years. But if the two preceding years were years of high employment,
then an increase of more than 20% in the number of claims filed might easily
occur In a time of real prosperity. For example, if 1067 and 1968 produce an
Illinois insured unemployment rate of only 2'% and 1909 produces a iate of
only 3%, extended benefits will -be payable at once. Thus we could have a 39.
week system in a time of general prosperity. Under this bill we could also
have extended benefits in Illinois without any emergency in our state merely
because the national average had been pushed above 5% by slow bushiess in
some other part of the country. In order to avoid these results the 3% figure
for each state should be changed to at least 5%, or the state should be given
some flexibility in the choice of an emergency indicator. The chart on page 25
of the House Committee Ieport shows that a state indicator as low as 3% would
have caused extended payments In two states in 1965 and in three others in 1963
for no apparent reason. The national indicator should be at least 6%, and the
other requirements should be retained. It should be noted that both the state
and federal percentages are. computed Ion the' number of claims filed. But about
30% of all new claims filed do not result in any payments, either because the
individual was not eligible'in the first place or because he fails to report after
waiting a week. '(House Hearings, p, 130.) When the Indicators are finally
selected, some allowance should be made for this exaggeration in the number
of claims filed. '

A '8*ate should have a ch !ance to appeal t o court from an adver8e deolciion of the
, Department of Labor on taw offsets and conformity

'We strongly endorse part C of Title I of HR. 15119 which permits an appeal
to a circuit court of appeals from those decisions of the Secretary of Labor which
deny the benefits of the law to a state. Under present law all such decisions
by the Secretary are final, and he can force his views upon the states without
any chance of appeal whatever. Under the new bill the state can, appeal such
decisions, but the Secretary's findings of fact are still conclusive unless they
are contrary to' the weight of the evidence. , This still gives the Secretary a
very important advantage. This change was heavily favored by the adminis-
trators and certainly should be adopted.

The proposal of the Department of Labor that the Secretary's findings of fact
should be "conclusive if supported by substantial evidence" (p. 26 of the detailed
explanation filed July 13, 1966)' would' give the Secretary's office more power
over the states and state officials than the past performance of the Delprtmmeit
deserves. (Note particularly the state officials' testimony in the House Hear
ings, pp. 520-40 and 659.)' "Substantial evidence" Is, not as much proof hid the
"weight of' the evidence," and ,would permit the Secretary to 'be sustained even
when a court believed that the ioeight of the evidence was on the other side.
Such an extreme advantage'has' been given :in some controversies between gov'
ernment and private citizens, bu'it it is not appropriate in this field wh6re the
appellants are likely to be much better informed about the problems -f their
own state than the Washington specialists.

v'ery su1bstantal efforts are already being made to relieve unemployment'
it is obvious that unemployment Is a serious problem and thatvery substantial

efforts are already being made to combat It. In February , 1965 there were over
2,000,000 insured unemployed in state and federal programs. Even under present
laws this will cost about $4,000,000,000 for an average year. In 1965 payments
and administration costs for all programs totalled about $2,600,000,000, even
though it was a year of very low unemployment. In calendar W1J all govern-
ment programs for unemployment compensation cost $4,700,000,000 for benefits
and administration, although weekly payments were then considerably less than
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uider present laws. In addition to the regular state programs, there are federal
programs for ex-employees and ex-servicemen, and there is a railroad plan.'
Those other plans will be affected directly or indirectly by whatever Is done in
this program. The present laws have done a great deal of good, but this does
not mean that we need to increase their size and effect In the many different
ways which were proposed in the original bills.
Federal benefit standards would injure the program

We understand that the principal other issue to be submitted to the Committee
In connection with this bill is whether each state should be required to raise its
maximum weekly benefit amount to two-thirds of Its average weekly wage. The
original House bill would have required this increase in 19711 based on each tate's
average weekly wage for the year 1069, with annual adjustments thereafter.
No one knows yet what those 1969 average wages will be, although it is'reasonable
to assume that they will be substantially higher than they are today. But even
if we use only the 1964 average wage rates, we would find an increase of $42 a
week in Michigan, $36 in Illinois, $35 in Ohio and $23 It. New York. There are
sixteen different states represented on this Committee. Thirteen of them would
have had weekly increases of $20 or more using the 1964 base for easy computa-
tion. (Committee Print relating to S. 1991, January 18, 1966, p. 112.) 2 Those
sixteen states are not backward or reactionary. Their governors and legislators
are not dominated by any one economic interest. They simply don't believe that
that much money should be spent on unemployment compensation, and we think
they are right.

The details of the present system have been hammered out in thousands of
committee meetings all over the United States, sometimes by state governors
and party leaders, but chiefly by members of state legislatures and -by committees
from labor and business trying to produce compromise bills acceptable to both
sides. This is a method which reslects and reflects the local problems of the
people of each state and their feelings about unemployment as it actually exists
in that particular state. It is not a weakness but a strength. There is ni substl
tute for that local experience. Nobody in a WaShington office can know as much
about each of the 50 states as the people who made those thousands of compro-
mises. These meetings were not dominated by any one political party, nor by
Chambers of Commerce, nor were they indifferent to the best interests of labor.
Nevertheless, the basic theory of I.R.)8282 was that the decisions of the legis-
lators of all 50 states have been ill-advised, and that the amounts and duration
of benefits which they have provided are all grossly inadequate. If Congress
ever accepts that theory, this Committee will be besieged every session by 'both
sides asking it to do that jdb over for the 50 different states.

The states have steadily increased the weekly amounts of behefltslas condi-
tions have changed. The maximum weekly amount provided by the first Illinois
law was $15 a week, and the maximum period was 16 weeks. , The mnaximuimm
benefit Is now $70 a week for a claimant with four children. illinols benefits'
can now be paid for as long as 39 weeks tinder certain conditions. An Illlnols
claimant with two children had a maximum possible eligibility on July 1. 139
of $250 of benefits (16 weeks times $16). , His maximum eligibility is now $1,560
in normal 'times and $2,340 in recession conditionsr., These amounts are over
600% , and over 900% of th6 1930 level. 'In that time the Consumer Price Index
increased about 125%. i '. . .... . .. 1

It is true that these amounts have not lnereasod as fast as the labor utiong
or the 1Department of Labor have deninded. But the practical question always
remans-how much money should the government take from its workers to pay
over to those who are not working-sometimes through no fault of their oWn
but often by their own choice In whole or at least in 'part? There is no mathe-
matical answer to such questions. Certainly 'the average gross wage of all
covered workers is not a good yardstick. The average claimant is not the
average worker. ' Claimants usually have less than average continuity of em-
ploymuent, and 'except for the building trades they tend to work at wage rates
below the average. Iiided,'a great many claimants have been barely employed
at al.

Illinuz-, indiana, MassAchusetts, Michigan, Ohio and several other states have
approached this problet of benefit adequacy by a very different route. Those

The amounts are: Arkansas$12, Conneett 2$25, Delaware $98, lo'rida $29, Georgia
$23, Illinois $30 Indiann $84, Kansas $16. Kentucky $22, Louisiana $24, Mnnesota $22,
Montana $28, Nebraska $22, New Mexico $27, Tennessee 20, and Utah $17.
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states have what is generally called "a variable maximum." The amount whih
e'ch claimant can.receive in those states is influenced by the number Qf his
dependents., For example, a single man or a wife whose husbaimd is working
cannot get more than $42 a week in Illinois. However, a claimant with four
dependent children can draw as much as $70 a week if lie has enough wage
credits. The original House bill proposed that this maximum amoutit be ral.-(t
to more than $90 for all types of elahnants in Illimois in 1971. If that stilldnrid
were ever aplifled, It would quickly put an end to any cissilleation lased on the
number of dependents. The Increase over present law would be so large that
thereis justno clitnce that the legislatures would add any greater amount to
account of depelidents. Most of the increases In states like Illinois would go to
the (laimiants with the fewest deln(lents, and the other would Ibe held to tMt
same level in the future. Tie final result would be that under II.I. 8282. a
working wife or a single man miiight often get the same or somLieties a greter
benefit amount than a claimant with four children. We think this is a 1)er way
to Hpend the available funds. The Illinois situation of two years Il shown by
the following table ,

Dietribution of Illinois betfltelIIOl?8 by wckI!V (110/Ilt nmoHis,. July 1, 163-
June 30. 1964

32.86% ---------------------------------------------------------------- $10- $:17
31.15% (of whom nearly all had no deislidents)_ -------------------- - -3
11.11% (of whom about -4 had it dependent sIousle) ------------------ ,)- .t:1
9.12% (of whom about %/ had one child) --------------------------- 44- 17
7.42% (of whom about 85% had two children) ------------------- '- - "418- 51
4.48% (of whom over 80% had three children) ------------------------ 52- 55
3.80% (all of whom had four children) ----------------------------- 5- 51)

Source: Illinois Division of Unemployment Compensation. Timl average of till payments
for full-timo unemployment in Illinois for 1004 was $38.04. Maximuni benefit aanoints
have since been Increased by amounts rumnwlng from $4 to $11, and time average for all
full-time Illilnois clalmnts Is now about $42.50.

Under H.R. 8282 most of the Increases in weekly benefit amounts in Illinois
would have gone to the group which got $38 in 19(4. Some increases would
also occur within each of the higher groups. Very few, if any, of those 11ow
getting less than $42 would receive iny Increase and some of them might well
receive small decreases as an indirect result.

The formulas used for computing each Individual's weekly wage are highly
favorable to him. Ilis so-called average weekly wage is not 'A2 of li1 annual
earnings, but either JiA3 of what lie earned in his best quarter of the entire year.
or In some states the total amount which lie earned in the year divided by the
number of weeks in which lie worked. For seasonal or irregular workers this
produces a wholly fictitious rate for tile off-season. Although most state laws
use these same computations now, they do not apply them to the extent required
by II.R. 8282.

It must be constantly borne in mind that unemllloynent benefits appear
to le much more valuable than gross wages in several major respects. They
are not subject to any Income tax or social l security tax or union dues. They
cannot be attached by creditors. Tly reuire only a minimum amnouit of effort
kind travel expense. There Is no extra cost for such things as work clothing
or meals on the job. For many intermittent workers they are an Ideal ex-
tended vacation with pay. In Illinois and in most other states their level
is determined In large part by the amount which the clainant earned In the
highest quarter of his base year. This means that a person who gets relatively
high wages In one season of the year will often establish a benefit level which
is very close to or even greater than his earning capacity in the off-season.
For example, a construction carpenter naturally gets high wages In the sum-
mer when work and overtime are plentiful and therel)y establishes niaxiumi
eligibility. In the winter lie is often laid off, but lie does not accept a job as
a teinporary shipping clerk because the take-home pay rate is too close to his
lnenlploylnent check. In Illinois a specific job offer which is slightly below

his summer pay rate can be safely rejected as unsuitable and do(es not affect
his right to unemployment benefits. In the first months of his unemployment
a difference in pay rates of only 5% Is held to be enough to justify his refusing
aniy Job offer. In this way the system actually creates a good deal of unem-
ploymnent and Iays for it at the same time.
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irllt o' of ordinary benCflt hold not be changed,
Another part of tlie original House bill wlvhich we understand will be urged

in ilt , Senate involves the duration of benefits stauler ordinary conditions. It
was thero propose ed that. the states ho required to give 241 full weeks of bene-
fit eligibility for every claimant who worked at least 20 weeks pr Its "equiva-
leitt" lit his base )eriod. Tho word "epiivalent" was so loosely defined. lin that
bill that even 10 weeks of work woulld not be required in a great many Cases.

It the 36 states which use high quarter wages, t claimant who is being paid
the state-vide average weekly wage could satisfy the formula I II.HR. 8282 by
working only five weeks a year, If three of those week happened to be In one
quarter and the rest fell In the rest of the year. In every state, m1any part-
htie workers could satisfy the requirement by working only two days a week

for each of 20 weeks in the year for a total of 40 days of work. Only 20 days
of work scattered in 20 different weeks would be enough if the claimant's wage
rate was 125% or more of the state's average weekly wage. To take an extreme
example, a well-paid cntertaiuer could satisfy all of the rotluirements by working
oe liy in one quarter and one it another. This part of that dll abandoned all
loy''ial connection with 20 weeks of work and merely required a relatively low
amount of earnings in two or more quarters Io get 26 weeks of benefits. A uni-
form duratio, of 26 weeks is bad enough. At the very least it should be based
on a inore substantial work history.

The combination of larger weekly amounts and longer duration which the
original House 1)l1 provided went so far beyond anything now being dlne In
any stilte thqt it would have substantially increased the amount of unemploy-
menit and Inflation. The p)roposed benefits would have been att ravtive enough
so that many persons approaching retirement age, many secondary wage earn-
er, and lit least some younger workers without. dependents would hiave been
Induced to quit their Jobs to get them. Many others laid off or discharged would
have collected benefits much longer tMan they do at present. That bill gave the
hoiig-tcrin unemployed benefit rights whieh could easily run for a year and a half.
But eventually even these rights would be useol up, und in the meantime any.%,
stimulus to a realistic change of jobs or Work locations will be much weaker
than under the existing system.

Not only would payments have been larger and longer, but it would have been
materially easier to chent the system, and the penalties for cheating would have
been sharply reduced. Section 208 also permitted ti elimination of merit
rating, which would greatly reduce employer interest in steady einploynunt and
in the proper payment of claims. Many cases of economic malingering occur
nnw under existing law, and II.R. 92-42 would have greatly enlarged that prohlomi.
Many more workers would be deluded into taking full advantage of this false
generosity, only to find at the end that the real world had passed them by.
Easy benefits for optional unemployment would eventually downgrade many per-
sons out of the active work force altogether.

Every increase tn the cost of labor lessens the effective demand for it. This
is an elementary law of economnies which no on6 'an repeal. Each one of these
increases makes it Just that much harder to create Jobs and Stimrtlate the use of
machines to replace people. Substantially all of these cmts are paid in the first
111 1ainee by the employer, but in the long run they must be passed on to those
whit are working in the prices of goods or' servIcs 'If the job Is not eliminated
hlt,6getler. As the cost Is passed on to'the ultimate consumer, it grows at each
stage ot the pricing process. 'The result Is more pressure for higher wages and
mor6 i flatlon.

Other matters
The original House bill contained a number ofiothor provisions wllihwnuld

have dmainged this program very seriously but which have' been onlt-ted front
I.R. 15119. We have not heard very much about them lately, utad! do not want
to take the Committee's time to gnalyze them unless there i a real danger of
their being adopted by the Senate. These include provisions which would work
against the use of experience r tIna, pay 52 or even more weeks of benefits.in
time.q of general prosperity, drasticallv reduce tle controls over unjust claims Iin
(very Amerlcan jurisdiction except Puerto Rico. and pav. fed,_sl 44ubsidle~s in
umnkown amounts to an unknownl number of so-called "high cost" stateq. We
disenssed these provisions In detail In testimony before the House Committee on
Wars:and Means and believe that It will expedite matters simply to refer to that
testinihny, which appears at pages 1025 to 1033 of the House Hearings.
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Last week the Department of Labor proposed a new standard on disqualifiva-
tions. It suggested that ell voluntary quitters, all persons refusing suitable
work, and at least some persons who have actually committed crimes in connec-
tion with their work be eligible for full benefits after a maximum delay of 13
weeks. (Statement of the secretary, pp. 12-13; detailed explanation, p. 18.)
Postponed benefit rights are almost as useful to a person who is withdrawing
from the labor market as if they were paid at once. If his first claim isn't paid,
he Just waits until benefits are payable and then pretends to be seeking work.
This proposed federal standard would weaken the Illinois law as well as those
of many other states. It would also increase the public dissatisfaction with the
program which the department's explanation deplores (p. 1).

This shit from its original proposal of a mere six weeks delay was aceoon-
panled by a new attempt to weaken experience rating by requiring that beimefits
paid in all such cases should not be charged against any employer's account. Of
course, benefits not charged against any Individual account are really pooled
against all employers as a group. Such a proposal also eliminates the last em-
ployer's interest in claims filed after the original disqualification period, thereby
making benefits easier to get after the 13 week postponement.

The great mistake which the Department of Labor made in drafting tile
original bill was to assume without any real proof that virtually every claimant
Is earnestly looking for work all the time and Is fully available for work Merely
because he says those words or signs such a form at the unemployment office.
Even in very good times, there may be 3.000,000 pending claims each week.
The average check for full-time unemployment is now around $39. In Illinois
alone there were over 255,000 different claimants in 194 who received payments.
Over 3,700,000 weeks were claimed In 1964 nnder that state law alone. And
1904 was a year of high employment. The people who decide these claims simply
have neither the time nor the inclination to investigate each one carefully.
In most cases the only information before them Is that furnished by the claimant
himself. If he is so foolish as to give the wrong answer to one of their questions.
he may lose benefits for that week, but be quickly learns the right answer to
give for the next week. This Is the real reason why the percentages. of dis-
qualification are extremely low. A recent study by the Illinois state authorities
did show that 30% of the claimants in our state are repeaters from one year
to the next. And within any given year the average Illinois clainant who gets
money collects for about two separate periods of unemployment. (This means
that many claimants have only one period while others could have twelve or
even more.) Of course they know the answers. The plctura which reaches
Washingtor, through these statistics is entirely different from what actually
happens In the field.

Although this situation Is bad now. it would be many times worse if I1.R., 8282
had been enacted. The rewards for quitting a Job would be substantially
increased both in amounts per week and in the number of weeks for which they
will be paid. . The cost in dollars of benefits and in the disorganization of
production would be, high, but no one can estimate Just how high. ThIs is not
strengthening unemployment compensation or solving the problems of *unem-
ployment. It would weaken the system and actually Increase unemployment
in this country.

T The states have increased benefit amounts and duration at a rate which has
been much faster than the increases in the cost of living. Any further Increase5
which may be warranted will be properly cared fgr by the states in a way which
will meet their local conditions and without any need for imposing federal
standards.

I appreciate very much the opportunity of appearing before your Committee.

Senator MORTON. Thank you very much, sir.
I have no questions, thank you.
Mr. Eubank, Commrce & Industry Association of New York, Inc.

STATEMENT OF MAHLON Z. EUBANK ON BEHALF OF THE COM-
MERCE & INDUSTRY ASSOCIATION OF NEW YORK, INC.

Mr. EuBNKw. My name is Mahlon Z. Eubank, I am director of the
social insurance department of the Commerce & Industry Association
of New York, Inc.
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I request, that my statement be put in the record in order that I
can hit the high spots in the time allotted to me.

Senator MoRToN. It will be so done.
Mr. EUBANK. I wish to apologize that. my statement was backed up

against my. instructions and not in single pages.
Starting on the first page, third paragraph, our views on the various

subject areas covered by 11.11. 15119 and S. 1991 follow:
(a) -1.11. 15119 cannot be characterized as an employers' bill.
If this association, or for that matter any business organization were

to draft a bill for introduction in Congress to improve the Federal-
State uneniployment compensation system, the result, would not. he
[.R. 15119. Needless to say, however, if given a choice, we would

prefer the enactment of 1H.R. 15119 rather than S. 1991, the counter-
l)art of II.R. 8282.

(b) The Federal-State extended recession unemployment insurance
program H.R. 15119.

In 1961 the New York Legislature enacted a plan (which did not
become operative because of the Federal TEC Act) under which dura-
tion was increased from 26 to 39 weeks in an individual's benefit year
for a claimant who had exhausted benefits in any week prior to a
week in which the ratio of total exhautions in the immediately pre-
(eding 13 weeks to average insured employment is 1 percent or more.
This formula, in our opinion, would he more exact than the double
trigger proposed for States in H.R. 15119.

JUDICIAL REVIEW

We favor the provision on this subject in H.R. 15119.
Financing: We recognize that any financing provisions must not

only provide funds for recession benefits and to replenish the loan fund
but also to solve the recurring problem of providing adequate funds
relating to the administration of the unemployment insurance and
related employment service activities. Under the existing situation,
and taking into consideration present allocations, the prol)osal on fi-
nancing in H.L. 15119 solves the immediate problem and it certainly is
more realistic than that provided in S. 1991.

Our primary concern is that Federal funds raised from employers'
payroll taxes are being used for types of responsibilities not related to
the administrative expenses of unemployment insurance and related
employment service activities. This question was raised by the Em-
ployment Service task force appointed by the Secretary of Labor in
September 1965. "In their report (page 38), dated December 23, 1965,
on this subject the following appears:

Financing the Service "A basic, deficiency is that the present reliance on finan-
cing through the Federal, Unemployment Tax does not reflect the .much broader
functions and responsibilities that have been assigned to the Employment Serv-
ice in recent years. , Thichas meant that the availability of funds has not been
directly responsive to the changing requirements of the Employment Service.
Serious questions are also raised by the fact that a tax levied on employees'
payrolls to finance the system of Unemployment Compensation is used to support
other and broader activities as well.

The "broader activities" or additional responsibilities placed up-
on the employment service not oriented to unemployment insurance
and paid out of funds, collected through the Federal unemployment tax
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appear in the testimony of representatives of the Interstate Conference
of Employment Security Agencies (State administrators) at a public
hearing on March 15-16, 1966, before the House Committie on _.WhysandM eans. , . , " " ,: " , !..

On page s 80 and 86, reporting such testimony 'it is shown that the
Federal unemployment insurancetax:pays all or part of administrative
expenses for additional responsibilities placed on the Employment
Service forthes~j'rbgrams: .

L 1Youth opportunity centers andyolith programs.
2. Counsehnpg Selective Service refectees. ,
3. Counseling military service retirees. -
4. Small community programs.
5. 'Neighborhood touth Corps.
6. Job Corps program (one-third of cost).
7. Immigration Act, Public Law 414., ' " '
8. UCFE (unemployment insurance for separated Federal employ-

des) hId UCS (uneinploynent insurance 'f&r ek-servicemen) -these
Federal' programs are related to unemployment insurance -but it , ap2
pears to iis that it is unfair for employers t6 payfor their administra-
tiv6 c'6t > (State administrators recom'nnded that administrative
cost be'lpaid out of. general revenues (hearing before HOuse XVays
aid'feans Committee (pt. 6, p. 27)).) .

In 'addition, it appears to us that additional responsibilitieswill be
placed on the Employment Service if S. 2974, the proposed Manpower
Services Act of 1966,is enacted into law.

We fear that an expansion of Employment Service activities not
directly oriented to unemployment insurance, -paid. in whole or part
out of funds collected through theFederal unemployment taxes could
result in the future in an ever-increasing' payroll 0x aid/or ever-rising
tax base. To prevent this from occurringwe recommend that 'Ainchs
be authorized bya provision added to 14, 151w to ascertain the pro-
grams and amounts expended out'of funds collected through Federal
unemployment taxes. This is in line w'ith th jiggestlin of the'$tai
administrators (hearing before Hu,s e Ways a"id'Means Committe,
pt. 6, p. 27) that a special advisory cominssinJ epp nted to studyand make recommendations regarding the Pr pmianing of ih ad-
ministrative cost of various programs suRh as,,aTni and youth pppor-:
tunity centers, et cetera..,..

(e) A, Federal standard for the maximu weekly 'benefit I' 50 per-
cent, 60 percent, or two-thirds of the statewide avei'age weekly, ';age
would not achievean equitable yes t amopg,th Stes,,

This is proposal in S.1991. ,

The Federal Advisory Council' in ' 6:Wreeo'qmmenided tlat the goa]
of daeW' St:ate should be that the nMojoi 6f tbhiiants should' re-
ceiv ,beb efit rate equal to at jeast ha
wage. ';Our major concern is not with this .principle but t,!e mianner in
wh i t is iften"ded to be achieved.' ,S. 1991. k, oet this priuipl.
ts further recor~Aerded by the FderWjA4visoty'. ft cilbyJ req tiring
a maximum weekly benefit as a remitrge *i' 'ttewi6 ' aveagq
weekly wage.', fc' ff'dnth

It is.in unfortunate fact that th ietli do41 4 i nimum
weeklv benefit as set forth-in S. 1991 is adop ,'th-re Would b;i "teaV
Nariaii6 'timong the Staitei in the'perceftiag6 o of ciaimanti s " li0 oild

BEST AVAILABLE COPY
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be stopped at the maximum weekly benefit rate. The existing State
difference would still be present and even more inequitable situations
among States would result.

This fact may be illustrated by the following data1 from Colorado
and Wyoming (both requiring by law that the maximum weekly bene-
fit amount be set as 50 percent of the average weekly wage of covered
workers) and New Jersey and New York where there is no requirement
in the law setting a maximum weekly benefit amount. In the fiscal
year ending June-30, 1965, Colorado had 82 percent and Wyoming 41
percent of their claimants eligible for 50 percent of their individual
average weekly wage. In these two States only a minority were re-
ceiving half their weekly wage although the State law in each required
that the maximum weekly benefit amount be set at 50 percent of the
average weekly wage of covered workers.

In New Jersey and New York the average weekly benefit amount as
a percentage of the average weekly wage of covered workers for the
fiscal year ending June 30, 1965, was 43 percent and 42 percent, re-
spectively. For this period 64 percent in New Jersey and62 percent
in New York-and I might say at this time the calculation was made,
the maximum weekly benefit amount was $50. It is now $55. On this
basis the maximum weekly benefit amount as a percentageof the state-
wide average weekly wage would be about 46 percent and around 67
percent of the claimants would receive at least half their own weekly
wage. New York and New Jersey would meet -the primary principle
of the Federal Advisory Council that the majority of claimants should
receive a benefit aniotnt equal to at least their average weekly benefit
rate even though the maximum benefit rate is less than the statewide
average weekly wage.,. G olorado and Wyoming would not meet this
principal regardless .o the, fac. that their laws require a mnaximum
benefit amount; be set at,50 percentof the statewide average...,,, ,i f

Assume that the basic 'maximum weekly.benefit was set at '50 percent.
of. the average weekly wage.ineach State (th first, step in S. 1991).
The effect of this proposW in Colorado and;WVyoming would actually
be.rettdgresgive since theproSent formula, already requires the weekly
benefit,'amunt, at 50, percent of ,the statewide. ,average weekly 'wage.
New, Jersey and Nw kYork however, would, have to raise their Weekly
.benefit. amoant)tod,as aresult there would be'a greater differelce in the
percentage of; the aimantswh9 get 50 percent of their averageweekly
wage in these two States than -, in,.Qlorado, and ,Wyoming. , Such, a
proposed standard would not equalize the cost between the States but
could instead cause wider ljspa jtie8!ofsuch co4. Unformity, 'wlich
the proponents of maximum Federal,bemIefit.tanidards, (basd Upon a
percentage of the statewide average weekly wage) seek to achieve,
would not '~sult. The standard proposed -wodld not meet the various
wage patterns and economic i'oridtlonskamong the States in an equita-
ble and effective fashion.! ,, ,. .
', New York, presntlT, sets its maximum weekly benefit amount 'at 50p percent 6the 'a~ag !produoti6ii 9*wrkers in manufacturing. It is
thiS: way ,fhe'hig ,wage of, execut ive pai ; 'and' low wages "of do-
mestics are avoided. The average wagesof, prodamcion workers is $110
weekly.,- The NeW iYork, maximum-of $55 is halfof this figure.' 'Theweekly. ~~ '!cf fthsf

er It fi e from ,-ata re4tlng to 0. 1601, 1 P., io, cO piled for, the committee oP
Finane, U.S.'SenateNat 18;'196. '',
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legislature folloWs the same pattern for nonoccupational disability
benefits and the, worker's compensation maximum is: kept $5 higher.
The formula in S. 1991 could set the maximum weekly benefit amount
in all three programs.
- Senator Long, inyour question to Mr. Fisher you pointed out the
cost in the various States. . New York next to Alaska is the highest;
our rate is, 2.9 percent on our taxable payrolls. 1 This has not kept
New York 'from getting new industry into the State because of our
location and the.fact we are the Empire State'of the Nation.
1 If we lose any plants it is going to be in New York City and it is

not going to be because of unemployment insurance taxes. It; could
result because of the new taxes, including a city income tak, recently
enacted by the legislature for New York City at the request of Mayor
Lindsay.

These new taxes might cause us to lose industry, but I don't believe
it is going to be the result of unemployment insurance taxes.

(f) Paying extended benefits for an: additional 26 weeks during
both recession and nonrecession periods (FUAB) -is unsound 'S1991).

1. Most FUAB claimants would be still unemployed.
I have a table to show in my statement and I won't read the table.
2. Extended benefits under S. 1991 could discourage claimants from

taking training under the MDTA act. I have a table to support my
position on this point. I' will next go to my conclusion on the last
page, the last two paragraphs.,.

The House of Representatives in its considered judgment after eval-
uating the experience of the last 30 years has, in H.R. 15119, added a
few new standards plus a 'Federal-State cost -sharing program to pay
extended benefits during recession periods. l However, this bill does
not fundamentally change the original concept of State responsibility
in unemployment compensation. '

.S.'1991, with the maximum weekly benefit amount and disqualifica-
tions standards, FUAB, and provisions which discourage experience
rating, represents the first step to :federalize our presentFederal-State
unemployment system.' If; enacted,. the' State s primary, function
wouldbe to carry out administratively the directions of the Federal
GoVernment:. By transferring control to the: Federal Government,
the States could no longer meet by experimentation their ever.chang-
ing enipl6yniht and economic pattern$;' ' ,.

I thank you.' ' .
The C1iAraxAN presidingg) , Thankyot4 sir.,
(The gtitotement referred to follows:)' 'i, , ,

STATEMENTS OV MARLON ZITUNAWK, OWTHE COMMUfi 4b$1 INDVT18RX *30o9IATIoN
91~~ NaWYo

Commerce and Industry Association of New York, Ine,, theflargest seivi6 cham-
ber of commerce in the 'Eaet,, represents, #pprxixnatlyy ,3Woo employers, large
and small, In all branch" of ind strial and comperciail activity,, including any
cor ' rattonq headlquartoredi New -ork'but e aged In multi-state raotns.
Through" its Social Secur~ty'Oohimittee, lhlch'imeludeetiix 'nd pt, ronhiel execu-
tilve of leading' rational -orgftiizations. and its: Social Insurance 'Departinent,
the" Association studies "and' actively represent management, thinking on, ignifi-
cant unemployment insurance issues at both the national iind state levels.

The, C9mmerc9 andI.ndustry A sociation of New Yopk,kppreciatp thi oip0r-
tuinty" to testify befo4i6 'your' committee on p4p ;g 'pro, Zi$tb' amend, the
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Federal Unemployment CompenJtion statutes, and particularly H.R. 15119, the
bill passed by the House on this subject, and S. 1991, the Administration's proposal
to "modernize" the Federal-State Unemployment Insurance Program.

Our views on'the various subject areas covered by I.R. 15119 and S. 1991 follow:
A. lI.R. 15119 cannot be characterized as an employers' U1

If this Association or, for that matter, any business organization were to draft
a bill for introductory, in Congress to improve the federal-state unemployment
compensation system, the result would not be H.R. 15119.. To illustrate, in the
financing provisions the tax base would be raised only to $3,00 and the tax
rate increased to pay for recession benefits and proper administrative expenses.
This is only one of several examples. Needless to say, however, If given a choice,
we would prefer the enactment of II,1. 15119 rather than S. 1991, the counterpart
of II.R. 8282.
B. T he Federal-Stato extended rceessiOn unemployment insurance prograin !R.15119.. .

The recession benefit proposals contained in MR 15119 are similar to the
action Congress took in the recessions of 1958 and 1961. The major differences
are that the present proposals have both a federal and a state trigger, and costs
are shared equally between the federal government and the states. If these pro-
posals are enacted into law, emergency action no longer will have to be taken by
Congress when recessions occur in the future. We favor this proposal, with one
slight change, over the one on extended benefits (FUAB) contained in S. 1991.

In H.R. 15119 a national trigger applicable to all the states would be established
If (a) the seasonally adjusted rate of insured unemployment for the nation as a
whole equalled or exceeded 5 percent for each month In a 3-modith period and (b)
during the same 3-month period the total number of claimants exhausting their
rights to regular compensation (over the entire period) equalled or exceeded 1
percent of covered employment for the nation as a whole. ,

In addition, a recession benefit period would be established for an individual
state (a) if the rate of insured unemployment for the state equalled or exceeded
during a moving 13-week period, 120 percent of the average rate for the corre-
sponding 13-week period in the preceding 2 calendar years and. (b) if such rate
also equalled or exceeded 3 percent.

In 1961 the New York Legislature enacted a plan (which did not become opera-
tive because of the federal TEC Act) under which duration was increased from
26 to 39 weeks in an individual's benefit year for a claimant who' had exhausted
benefits in any week prior to a week in which the, ratio of total 'xhaustions in
the immediately preceedlng 13 weeks to average insured employment is 1 percent
o , more. This formula, in our opinion, would be, moi'e exact than the double
trigger proposed for states in H.R. 15119.

The exactness in providing a trigger point on exhaustions was recognized, by
the House by providing that one of the two federal triggers wot1A be on ex-
hauptions. The only difference between this federal trigger'and the New York
1961 formula is that the latter is based on a moving i3-week'perlod while the
federal trigger is based on a fixed 3-month period. '. We suggest that H.R,. 15119
be amended to give the states an alternative in 'setting a triqger-!--retain*n'the
provision presently contained in this bill and iicudipg the, One cont aIne# in the1961 New ,York law., ,.- ': ,,,• , .

'Vn er existing law and in S. 1901,' the Secretary. of' Labor ha.s the final ',word
on Whether or not a state law or the interpretation thereof conforms to federal
standards. If a state is held out of conformity ,' einpl0'erg thei i would have'tb
pay the gross federal tax and not have the benefit df the foff#e1f. S 1091' Would
continue this penalty, except that the offset 'obuld Ve idtiilL. if the. OtUt ' tidot
place in its laws the required benefit stankdardS&; We f4ire6itmfi nt f the
provision contained in H.R. 15119. '"' .

The right to judicial review of administrative, e it6i ,'I" n6ecsa-'9 to protect
against unreasonable or arbitrary interpretat I Ion ol, atF~tc~tn if law. I; Cbn-
gress. has set the, precedent by requiring judicial. review in the Adtiinilst ative
Procedure Act of 1046 and numerous othei 'cts i providing gi Wit$ to' the states,itcl~ding' onie''encted in 1965 which gives 9 the tAteh &n opiprtdAItY "tb 1ap a.

, taln determinations of the Secretary 'f the D6 tminif of health, Educatioi,
ui ndWellAkieindei the pblic assistance provisiois of' the So9i1 Security Act.

T1e 64oSt recent "action taken by the 86nate 6o thl ibubjoet js'it pasgsll'f, .
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2974, the proposed Manpower Services Act of 1960. Section 18 of that ill! gives
the states the right to appeal the final action of the Secretary of Labor in with-
holding funds pursuant to Section 12(c). It would appear ridiculous to allow
the states to appeal in this case but deny them the right to appeal for unem-
ployment insurance purposes.

D. Financing
We recognize that any financing provisions must not only provide funds for

recession benefits and to replenish the loan fund but also to solve the recurring
problem of providing adequate funds relating to the administration of tit, ui-
employment insurance and related employment service activities. Under the
existing situation, and taking into consideration present allocations, the proposal
on financing in H.R. 15119 solves the immediate problem and it certainly is more
realistic than that provided in S. 1991.

Our primary concern is that federal funds raised from employers' payroll taxes
are being used for types of responsibilities not related to the administrative ex-
pense of unemployment Insurance and related employment service activities.
This question was raised by the Employment Service Task Force appointed by
the Secretary of Labor in September, 1965. In their report (page 38), dated
December 23, 1965, on this subject the following appears:

"Financing the Service : Tie close relationship between the Employment Serv-
vice and Unemployment Compensation has created certain limitations on the
supporting financial arrangements. A basic deficiency ls that the present reliance
on financing through the Federal Unemployment 'P'ax does not reflect the mueh
broader fusntions and responsibilIties that have bet-n, assigned to the loMiploll-
ment Service in recent years. This has mcnt that the availablity of funds
has not been directly responsive to' the changing requireients of the Eriploy-
ment #ervlce. Serious questions arc also raised by ,he fat that a tax levied on
employers' payrolls to finance the system of Un-mployrnent Compensation ,Is
used, to support other and broader activities as wvelt. [EnIllihsis supplied.1

"Separate financial arrangements should be made for the administration of
the Unemployment' Compensation and the manpower functions of the Employ-
ment Service. Currently, the Federal Unemployment Tax on employers' pay-
rolls is the exclusive source of funds for the Employment Service, except for a
few special appropriations made by Congress. -An approximate estInitto clnn
be mode of the' cost of administering the work test aspects of'the Unemploy-
ment'Compensatjdn through th6'Employmient Service. This cost should then be
defmianed from' the Fed6lral Unetployment TPax fund. ' .The appropriations for
the other, manpower fupetiona of the' Employment' Service. 'should be finaTncel
from Aeperal tax rvivenes, 'as' detehtnined by Congres. By adopting this ap-
pr6hch, Congress would be in a better menition to determine the ileed1s of the
Employment Service and to evaluate the efficiency of Its operations in the man-
power fld-don 'a regular bagIs.• '
. The broaderr activit,16," or additional 'responsibilities plueed upon the enil)loY
hilit ServiCe not' orIteOd 't6 tinemployment Insurance and paid out of; funds

1oet~A through the Fedei'l 'Unempl16ment Ta* hpp*ar il the 'testitnony of
repvestintatives of'th6 Jlntrstitb Conference of ,'Employfiit' SeCmrity- Ageheles
'(State, Administh ,irs) at 'a piblie hearing on Mikcih '16L10, 19i66"let, 'fd tile
Ionse !COmmitte 6:n"WayR ,'ana' Means for the' umote of receiVhN' further
recommendations on II.R. 8282. On pages 80 to 86 (Vol. 6 of the Pliblic H6irl
before the Committee on Ways and Means on H.I. 8282) reporting u.qh ttstir
inory, It Is shown tOat the, federal unemployment insurance tax pays at! qr nlrt
of admilnistrative expenses goe addito : i responsib!lliti placed on ti9e Emiijloy-
ment Service for these prograuis: ' ' '

1. Ygutb opportu*Ity, enters and youth programs. ,,
2.! Counseling, selective, ervic6. rejected. ' " '.. '
8. Coqnselipg military ,ervlc, retirees. ' '
4. Small communityy programs..'•5. eghborhoo4 Youth. Corps,. ... ' : '.. .

6: ob corps prigrqm.'(one thidof cost).7. Immigration; Act, Public Law 414.' . . .. ,. .,

8. UCFE unemploymentt Insurance for separated federal employees) iind
u~x (Aunemploymet Insurance for ex-servicemen)-these federal prograuis are
related to unemployment insurance but It appears to us that it Isunfair' f1t
employers to pay'for their administrative cost. (State Admtntttrator recott-
mctmltd that administrative cost be paid out of general f*evenueS (fteartln before
House Ways and Means' Committee. Part 6, page'e.)) '
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In addition, it apoarnsto us that additional respansibilitles willibe placed oil
the 'iployment Servl( if Sj 297i,, the. propo,4ed manpower Senvlcs Act of
1966,,'Isdliaettd Into laW; It is regrettable that the recommendations of the
Impidymeut- Service Task Force, as heretofore set out, were not followed before
tht 'teanure was approved in the Senate. We fear that an expansion of Employ-
inent Service activities not directly oriented to unemployment Inasurance, paid In
wholq or lpart out of funds pollecte l,,through the Feloeral U!ne 'ployment Taxescould result In the future IlI an ever-lncrqnsig pey'l! t4 an /6r eerrising tax
base. To prevent tis from occurring we reeon)Rnend that ftipls be authorized by
a prov 0o) added to II.1. 15119 to ascertain the programs and amounts expended
out )f funds collected t rough federal unemployment tax"'. 'This iS in line with
the suggestion 'of 'the State Adadnistrators (Hearfhg'betore I1ou6se Ways and
Means Committee,, part 6, page 27) that a special Advisory commission be ap-
pointed to study and make recommendations regarding the'proper financing of
the administrative cost of various programs such as faring amid youth opportun-
Ity centers, etc.
R. A federal standard for the maximnumf weekly benefit of 50%, 0% or two.

thirds of the statetoide average weekly wage would not achieve an equitable re-
stilt among the states (S. 1991)
The Federal Advisory Council in 1958 recommended that the goal of each state

should be that the majority of the claimants should deceive a benefit rate equal to
at least half of the individual's gross weekly wage. Our major concern Is not
with this principle but the manner In which it is Intended to be achieved. S,
1991 seeks to meet this principle as further recommended by the Federal Advi-
sory Council by requiring a maximum weekly benefit as a percentage (as set
forth In the heading) of the statewide average weekly wage.

It Is an unfortunate fact that If the method of fixing the maximum weekly bene-
fit as set forth in S. 1991 is adopted, there would be a great variation among
the states in the percentage of claimants who would be stopped at the maximum
weekly benefit rate. The existing state difference would still be present and even
more Inequitable among states would result.

This fact may be illustrated by the following data I from Colorado and Wyom-
Ing (both requiring by law that the inaaxlimm weekly benefit amount be set as
50% of the average weekly wage of covered workers) and New Jersey and New
York where there is no requirement In the law setting a maximum weekly bene-
fit amomint In the fiscal year ending June $0, 1905, Colorado had 32% and Wyom-
Ing 41% of, their, claimants eligible for 501% of their individual average weekly
wage. Il these two states only a minority were receiving half their weekly
wage although th -state law in each required that the.maximum weekly benefit
amount be set at 50% of the average weekly wage of covered workers.

In New Jersey and New York the average weekly benefit amount as a percent.
age of the average weekly wage of covered workers for, the fiscal year ending
.une 30, 1965 was 4 30/o and 42% respectively. For this period 64% i Newky
Jersey and 62% in New York,* of the claimants received a weekly benefit amount
eqil to at least half of their average weekly wage. New York and New Jerey
would meet the primary principle of the Federal Advisory Council that the major-
ity of claimants should receive a benefit amount equal to at least their average
weekly benefit rate even though the maximum benefit rate is less than the state-
wide average weekly wage. Colorado and Wyoming would not meet this prin-
ciple regardless of the fact that their laws require a maximum benefit amount ie
set at 50% of the statewide average.
SAssume that the basic maximum weekly benefit was set at 50% of the average
weekly wage in each state (the first step In B. 1991). The effect of this proposal
in Colorado and Wyoming would actually be retrogressive since the present
formula already requires the weekly benefit amount at 50% of tile statewide
average weekly' wage.. New Jersey and New York, however, would have to raise
their weekly benefit amount and as a result there would be a greater difference in
the pbrentage of the claimants who get 50% of their average weekly wage In
these, two Atates than in Colorado and Wyoming. Such a proposed standard

Material tkn'from "Data Rolating to S; 1991,! p. 110, eompiled for the Committee on
Vinance. U,, Senate, January 18, 196.

2At the thne the calculation was 'made, the mnximm weekly benefit anoit was' $,50.
It is now $55 On this. bais thm naximun weekly benefit anmunt as a percentage of the
statANwIle average weekly wage would t about 46% and around T07%' of' the claimants
would receive at least haln their own weekly wage.
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would not equalize the cost between the states but could instead cause wider
disparities of such cost Uniformity, which the proponents of maximbuni federal
benefit standards (based upon a percentage of the statewide average weekly
wage) seek to achieve, would not result. The standard proposed would not
meet the various wage patterns and economic conditions among the states in an
equitable and effective fashion.

P. Paying extended ben-pflts for an additional 26 weeks during both recession and
non-recession periods (FUAB) is unsound (S. 1991)

1. Most FVAB claimants would bestill unemployed.
Thirteen states made a survey of the. experience of claimants who had ex-

bausted the 39.weeks of their state and federal T.UC. Made three months after
the date benefits expired for each of the claimants, it indicates their experience
during the following Additional 13 weeks not covered by TEUC but which would
have been covered It.the duration provision of S. 1991 had been in effect.

The results are shown below:

Percent still
without eni-

State Percent ploymnnt (un-
eonployed e011ployed phls

out of laor
force)

Ari ona- ..................-.......... ................................... 2 ' 74
Callforviln ............,...--.... .-...... - --- ..................... 31 Co
Goor Is ................................... ... ...... I.................... 34 Go
Illinois ......-.........-----------------.... ..-------------------------- -- 33 07
Indiana ................ I........... ... .......................... ...... 35 I

Loulsiana- ............. ..................... -......... "-......... ...... 26 74
Maryland ....- ........................ .............................. 16 84
M ichian .........................7--............................. ....... 36 (14
INo 'Yrk .........----.................-------------------------- 28 72
Oh-O..- ...... 7............... .__ _-------- -- _------- 30 70
Oregon ---------------------------------------------.---------------------- 37 3
Pennsylvania... --...............--- .........................-............. 24 7
Vermont...........-.......-.............................................. 31 69

Extending benefits would not be a desirable reform of the unemployment in-
surance system. Most individuals who exhaust state benefits would. be still
unemployed after the extended 26-week period. All it would do would be to
provide a larger flow of benefit payments to the unemployed hut do nothing
else. Some marginal workers would be tempted to Join the labor force in order
to get on the gravy train. Some of the unemployed, particularly secondary.wage
earners, would tend to be more leisurely In searching for new Jobs, thus
nullifying, at least in part, the stabilizing effects on employment of liberalized
benefits.A curative program is needed. More should be done to help the long-term
unemployed find new Jobs or to gear retraining programs to aid those workers
who have little hope of finding Jobs in their prior employment.

2. Extended benefits under S. 1991 could discourage claimants from taking
training under the MDTA Act.
Tie following excerpt from our statement before the House Ways and Means

Committee is still apropos:
"Encouragement of training, apparently, is not the purpose of the Admin-

tstration's Proposal. Its intent would appear to be to pay benefits foe an
extra 26 weeks to most of the long-term unemployed because jobs for them either
do not exist or are difficult to find. There is not a sufficient deterrent to get
these individuals to take training or accept suitable work, if available, when
they know that they can still obtain their maximum 20 weeks of extended
benefits under H.R. 8282 after serving a disqualification of six, weeks. -Prime
emphasis of the bill is on finding for the claimant Jobs which uay be non-existent
or which he may refute, rather than on training. This is ;3hown by. the pro.
vision on "Certification" (page 9-lines 15-24), requiring the states to counsel
and test claimants for Jobs, with nothing said about counseling and testing for
MDTA training or basic,.education courses. In addition, FUAB could delay a

a See Chart 1', P."Iv, of Speci l TIDUC Report No. 2, B1E8 No. A225-2, February. 1005.
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claimant in taking training. The duration of unemployment of MDTA trainees
is signfiicant on this point. The pertinent tabulation follows:

Duration of unemployment i90 MDTA 1963 MDTA

Percent Percent
Total ........................................................... - ...... 100.0 100.0

Loss than 5weeks-------------------------------------------- 30.5 27.4
6 to 14 weoks- ........................................................ 2. 23.7......... 13.2 15.215 to 26 weeks .. ............. r................. :......... :........ ........ , 1.2I '3. 7

27 weeks or over ............................................................. 3 2.7

"As the foregoing indicates, when claimants approached the maximum (241
weeks) of state benefits the percentage taking training dropped sharply but took
a big jump after benefitsiwere terminated. If FUAB is enacted into law,.it would
appear to us that a substantial number would delay taking training-until they
exhausted 26 weoks of extended benefits. Some, after a year of idleness, might
not take training at all. I'

"After considerable experimentation and -,with the 1965 amendments, the MDTA
program is commencing to roll. FUAB, in our opinion, would hurt this program
and dicourageelalmants from taking training.

0 . O ther , , ' - %

At the hearings before the House Ways aid Means Coimittee on Hf.R. 8282
(Part 4, pp. 1669-1701) a detailed statement and testimony explained why Coi-
ieroe and Industry Association opposed f.R. 8282, the companion bill to S. 1991.
The reasons given at that time are still pertinet, but aside from the one excep-
tion noted above,,vll not be repeated here . If any ofthe provisions in S. 1991
that were omitted from. H.R3. 15119 are to be serously onsldered, it is requested
that Assoqiation's tostiony also be considered. , (A summary of our statement
before the House Ways and Means Committee is attached hereto.),

CONCLUSION

When the Social Security Act first was enacted in 103r5, It left full respon-
sibility and discretion with the states to determine eligibility conditions, benefit

mounts, and duration of benefits. Committee reports of both the Senate and the
Iouse In'connection with the original Social Security Act contain the following

statement:
j',I'xcept for a few standards which are necessary to render certain that the

State unemployment compensation laws are genuine unemployment compensa-
tion acts and not merely relief measures, the States are left free to sett up any
unemployment compensation system they wish, without dictation from Washing-
ton. Likewise, the States may determine their own compensation rates, waiting
periods, and maximum duration of benefits. Such latitude Is very essential be-
cause the rate of unemployment varies greatly in different States, being twice as
great in some States as in others."
I The House of Representatives In its considered judgment after evaluating the

experience of the last 80 years has, in H.R. 15119, added a few new standards
plus a federal-state.cost-sharing program to pay extended benefits during reces-
sign periods. However, this bill does not fundamentally change the original con-
cept of state responsibility in unemployment compensation.

S. 1991, with the maximum weekly benefit amount and disqualifications stand-
ards, FUAB,. and provisions which discourage experience rating, represents the
first step to federalize our present federal-state unemployment system. If en-
acted,, the state's primary function' would be to carry out administratively the
directions of the federal government. By transferring control to the federal
government, tile states could no longer meet by experimentation their ever-
changing employment 'Aid economic patterns.

APPENDIX

SU MARY oF TZsTi'loNY BrroRIE HoUSR ,WATS AND MEANS COMUrrMP oN
H.R. 8282

A, The original concept of the unemployment insurance program would
be'destroyed.
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B.' Federalf unemployment adjustment -benefits (FUARy' is,: not tho-vehicle
to pay the long-term unemployed: '- I 1 1. - :

1. Individuals having long-term unemployment require a curative program
to meet their needs and not an alleviation program Auch as unemployment
insurance.
?. Benefits would be paid to secondary wage earners Who do not have the

same incentive to find work as primary wage earners.
3. Extended benefits under H.R. 8282 could discourage th6 long-term unem-

employed from taking training under the MDTA Act.
(a) Disqualification provision could be a deterent for an individual to

take training.
(b) FUAB. beneficiaries could delay takiDg training if extended benefits

were receved.
4. Many FUAB claimants would exhaust their 26 weeks of extended benefits

and still be unemployed.
(a) New York study indicates almost three-fourths of potential FUAB

beneficiaries would exhaust extended benefits.
(b) Low education attainment indicated for potential FUAB beneficiaries

could cause high exhaustion rate of extended benefits.
(c) New York State pays benefits to claimants taking training and to

those who take basic education courses prior to training.
5. Alternative proposals, should Congress deem it necessary to enact ,beneflt8

of extended duration for state ehau8tee8.
(a) H.R. 7476 or H.R. 7477, the Interstate Conference of Employment

Security Agencies propsal--changes suggested,
(b) An unemployment allowance.

C. Matching grants for excess cost:
1. Interstate differentials could be increased by the use of matching grants.
2. Cata8trophio reinsurance when compared with matching grants has a great

deal of merit because it spreads the costs when they are unusual or unpredictable.
3. The present loan plan whereby states can borrow from the Reed 'fund and

repay their loan on an installment plan should be continued.
4. New York would rarely receive grants unless it liberalized its law even more

than required by H.R. 8282.
5, Past experience nationally indicates that 75% of grants could go to Penn-

sylvania, Michigan, Ohio, New Jersey and California.,
* D. Average weekly wage and maximum benefit amount:

1. Average weekly wage: (a) Most claimants in New York below maximum
weekly benefit amount would receive more than t0% of gross wages.

2. Maximum benefit amount adequate in New York on the basis of-
(a) The maximum benefit rate in New York has more than kept pace with

the rise in living cost.
(b) Tak4-home pay of average covered wage,
(c) Average weekly wage of production workers.
(d) Average weekly wage of claimants.

E. Disqualification:
1. Six weeks time disqualification'not realistic in New York because of lack

of labor market attachment of -certain claimants.
,2. Different types of disqualifications in various states make proposed stand-

ard unrealistic.
,F. Experience rating:
Elimination of experience rating could foster interstate competition, cause

employers to lose incentive to stabilize employment, etc.
G. Financing: - .
1. Large increase in tax base woo.ild work to the disadvantage of firm. ,(large

and small) that pay high wages and/ or give stable employment and to the ad-
vantage of low-paying firms and seasonal industries.

2. Recommendation. •
An increase in the gross federal tax rate and offset with no change in the tax

base. -

H. Court Review:
1. Court review necessary of Secretary of Labor's conformity decisions to

foster better federal-state relations and to let the courts rather than part of the
executive branch interpret federal statutes. -

2. Recommendation.
The enactment of either H.R. 9511, H.R. 9651, H.R. 9870 or H.R,988, all of

which provide court review of the Secretary of Labor's decision on conformity
questions.
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CONCLUSION

(N.B.: For full testimony see Hearings Before House Ways and Means Com-
mittee on H.R. 8282, Part 4, pp. 1669-1701.)

The CHAIRMAN. The next witness will be Mr. Thomas Peavy, of the
Arkansas Chamber of Commerce.

Mr. Peavy, Senator Fulbright asked me to tell you that he would
have liked to have been here to introduce you but he is conducting
hearings in his committee at this very moment, and was not able to be
here, and Senator McClellan is over in the Judiciary Committee at
this moment.

STATEMENT OF TOM H. PEAVY FOR THE ARKANSAS STATE
CHAMBER OF COMMERCE

Mr. PF vy. Thank you, Mr. Chairman.
In the interests of conserving time, I have filed a statement with the

committee. I would like to state my qualifications and give a brief
summary of the points which are made in the statement. Is that
agreeable?

The CHAUMAN. That would be fine.
Mr. PF vy. My name is Tom H. Peavy. I am general staff manager

for the Southwestern Bell Telephone Co., in Little Rock. I am chair-
man of the Joint Subcommittee on Unemployment Insurance of the
Arkansas State Chamber of Commerce, and Associated Industries of
Arkansas Inc.

I am also a member of the board of directors and chairman of the
governmental affairs department of the Little Rock Chamber of
Commerce.

I appear here as a representative of the above organizations which
have a combined membership of more than 4,500 firms and individuals,
employing more than 100,000 Arkansas citizens who are subject to the
coverage of the Arkansas Employment Security Act.

Names of other statewide organizations joining in 'this statement are
listed in the appendix to my statement.

I wish to present the views of these organizations of employers with
respect to H.R. 15119, which we favor in its present form, and now
under consideration by this distinguished committee.

I am also an employer member of the advisory council of the Em-
ployment Security Division of the State of Arkansas serving under an
appointment by the Governor. I have held this appointment for the
past 15 years.

To summarize my statement which has been filed, I have five points:
1. The Arkansas unemployment compensation has recognized and

kept pace with the general increase in wage levels. The, 50-percent
escalator, now a part of the Arkansas statutes, has increased maximum
weekly benefits from $30 in 1963 to the present $39 effective July 1,
1965. As the wagd levels continue to rise, the amount. of the maximum
benefits will necessarily increase. H.R. 15119 will lave'no effect in
this respect on our State benefit standards.

2. S. 1091 proposes an increase in maximum weekly benefits to 60
percent, in ,969, and'66% in i971 of the average weekly wages, and a
combined duration of State and Federal benefits of 52 weeks. Pres-
ently we estimate the 50-percent average weekly benefits prOvided
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under the Arkansas law represents a ringe of about 70 percent of the
take-home pay in our State.

To increase this percentage can only result, .we feel, in malingering-
and abuse and contribute to increased unemployment resulting in un-
employment benefit payments, becoming more of a welfare payment
orsim'ply a dole; I I

3. HiRk. 16119 does not impose a Federal standard uniform duration:
of benefit payments to all States irrespective of the industrial or eco-'
nomic conditon of a State. I I I

This is recognized to be sound in the U.S. Senate commit ee report
on title IX of the Organizational Social Security Act in 1935, which
established present unemployment compensation system.,*.

4. H.R. 15119 will not preempt the State unemployment compensa-
tion and replace it with a Federal system of welfare'and relief. This
upholds the whole purpose of unemployment insurance.

5, We feel that S. 1991, with its liberal claimant qualifications, can
only result in encouraging the secondary wage earner to obtain a job,
qualify for benefits, voluntarily quit to assume the duties of a house,
wife and draw benefits for 52"weeks. On exhaustion of bene fits she
would begin the same cycle. These inevitable results are a long way
from the true intent and philosophy of unemployment. compens-tion to
a worker unemployed through no'fault of his own and actively seek-'
ing employment.

I would like to add to that the fact that as a member of the Arkansas
Advisory Council, we had a study prepared by our securitydivision on
what we term noncharge benefits, which are benefits to people who have
quit jobs through no fault of the employer, and we find that in excess
of 20 percent of all payouts in the State of Arkansas are paid topeople:
who voluntarily quit on their own through no fault of the employer.

I have a copy of this statement with me.
The CHAIRMAN. If you people can show us ways that we could or

should cooperate and to reduce or eliminate malingering or improper
filing and collection of claims, I believe that the committee would be
interested in doing something along that line. I think I would.

Of course I have had the impression that there couldn't be as much
of it, as some people might think because the average for most States
seems to be about 21/2 percent of those covered being unemployed, afid
that would mean that about 97 percent of them would be on the jobs
employed.

But I do feel, and.I am sure that the committee would agreeowith me;,
if there is some way that. we can appropriately reduce malingering or,
abuse of the program wewould like to cooperate.

Mr. PEAvY, Mr. Chairman, I only have this one copy of the study
with me, and with your permission, I would like to send you, additional,
copies. This is prepared by the Arkansas Employment Securities,
Commission. .. .

The C(HAIRUAN. We have modernized the committee, procedures to-
where we can reproduce that for you before you leave pt noon,.

Mr. PFAVY. I would be glad to leave this-with you, sir.
The CHAWUAWN. Fine. . I would just like to have ,our, staff make a

copy of it and have it available for us., Thiat discusses the abuses that,

you dicveeqj
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The CHAIRMAN. Do -you have some recommendations as to how they
might be curbed ?

Mr. PEAvy. We did make some recommendations to our State legis-
lature 2 years ago. They were not passed, sir.

The CHAIIRMAX. Well, I wish you luck with it because I don't thilk
any of us who are interested in this program want to see this program
abused or the employers, the public or other workers victimized by the.
misconduct of those who would do such as that.

Well thank you very much,Mr. Peavy.
Mr. PEAVY. I would like to make one concluding remark, sir: Many

of my colleagues and people whom I represent have studied H.R.
15119, and we believe, sir, that it is realistic and workable in its present
form. We, therefore, respectfully urge this committee to make posi-
tive recommendations for its passage in its present form without
amendment.

Thank you very much.
The CHAMMAx. Thank you, Mr. Peavy.
(The prepared statement follows:)

STATEMENT OF TOM 1i. PEAVY, RPIRESENTINO TIlE ARKANS:%S STATE CHAMBER OF
COMMERCE, ASSOCIATED INDUSTRIES OF ARKANSAS, INC., CHAMBER OF COMMERCE
or LITTLE RocK, ARK., AND FOR LIrrx ROCk INDUSTRIAL DISTRICT AssocIATIoN

My name is Tom H. Peavy. I am General Staff 'Manager, Southwestern Bell
Telephone Company, at Little Rock, Arkansas; Chairman of the Joint Subcom-
mittee on Unemployment Insurance of the Arkansas State Chamber of Commerce
and Associated Industries of Arkansas, Inc.; a member of the Board of Directors
and Chairman of the Governmental Affairs Department of the Little Rock Cham-
ber of Commerce. I appear here as a representative of the above organizations
which have It combined membership of more than 4,500 firms and individuals,
employing more than 100,000 Arkansas citizens who are subject to the coverage
of the Arkansas Employment Security Act. Names of other statewide organiza-
tions joining in this statement are listed in an appendix. I wish to present the
views of these organizations of employers, with respect to H.R. 15119 and
S-1991, now under consideration by this distinguished Committee of the U.S.
Senate. I am also an "employer member" of the tri-partite Advisory Council
of the Employment Security Division, Department of Labor, State of Arkansas,
serving under an appointment by the governor. I have held this appointment for
the past 15 years.

My presentation will stress the following points:
A. We urge that the U. S. Senate pass H. R. 15119 intact, without aiiy amend-

ments whatsoever.
B. We urge that this Committee Teject completely S-1991 to which we are

unalterably opposed.
C. Arkansas and other states have kept the i;aee in the unemployment compen-

sation field. *
D. The real issue--unemployvient compensation or a dole?
E. A balanced federal-state re'ationslip should be preserved.

A. We urge that the U.S. Scitate 1aas H:e. 15119 intact, without any amnendments
whatsocvcr

The Committee on Ways and Means of the U.S. House of Representatives has
made an exhaustive lind copipiehensive survey of the present and foreseeable
needs of the federal-rtat unemploymentn, insurance, system. H.R. 15119 is the
end-product, of an "in depth" Otudy '6V*Ing 'a period 'of, several months.

In reporting out this 'ieasiuve, the Ways and Means Committee thereby re-
jected 11.R. 8282, d bill whitlj'woUld'hAve nehnt de facto federalization of the
American unemployitent'inshranco pirgram. ' Our Informmitioi is that the pro-
ponents of II.R. 8282 tnd 16 eoinpil~nlon S-1991 iiow' seek to amend H.R. 15119
by offering some or,-all 6f'the virouN,1provisIons whieh'were uniecepfable to th
Ways and Means d~minttee,' tfie ' I 6rstate Conference of Employment Security
AdminIstratot~s; &djld, f el, the, inaj~rIty bf organizations amid individuals:who
are knowledgeable in unempo+.f6iiit ifsftance inattrs.'
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The U.S. House of Representatives passed H.R. 15119 by the overwhelming
majority of 374-10. This amounts to a consensus of unusual significance. OCer-
tainly it would be regrettable if the bill should now be altered by the addition
of provisions already rejected in the House.

We do not claim the bill is perfect. There have been compromises in certain
areas where we would have preferred otherwise. However, it is a considered
judgment of the present needs of our nation, and we are strongly recommending
to our members that they support its passage in Congress.

One of its provisions, alone, would be the most fundamental improvement
passed by Congress in years. That is the provision for judicial review of the
U.S. Secretary of Labor's rulings on "conformity" issues. If the Secretary
now holds that a state has done something to its law, by amendment or inter-
pretation, so that the state law no longer "conforms" to the Secretary's inter-
pretation of federal "requirements," there is no appeal from such a ruling. H.R.
15119 would provide for judicial review.
B. Arkansas has kept pace in the U.0. field

In 1944 the average weekly wage in covered employment in Arkansas was
$27.54 and the average weekly amount paid to clahnants for total unemployment
was $11.15. The average weekly benefit amount In 1944 was approximately 40%
of the average weekly wage, and the percentage of claimants exhausting their
benefits in 1944 was 38.9. In 1905, the average weekly wage had risen to $77.86.
The 1964 average weekly benefit amount for total unemployment was $26.49,
and at the same time, the percentage of those persons exhausting their bene-
fits had fallen to 25.7.

Since 1963, the Arkansas law has provided for an automatic annual increase in
maximum weekly benefit amount, based on 50% of the average weekly wage
during the preceding year. With a maximum duration of 26 weeks, this means
that the new maximum weekly benefit as of July 1, 1916, in Arkansas, of $39.00,
will provide a total benefit of $1,014.00. This is 422.5% of the comparable total
benefit amount of $240.00, in 1944, when the maximum weekly benefit was $15.00
and maximum duration was 16 weeks.

The 1965 average weekly wage of $77.86 was 282.7% of the 1944 average weekly
wage of $27.54. Therefore, in Arkansas, the liberalization of unemployment
benefits has far outstripped the increase in average weekly wages.

Since the inception of its program in 1937, Arkansas has had "coverage" of
employers with "one or more" employees, which rates high on any "liberality"
index.

Arkansas employers have concretely demonstrated their sense of responsibility,
and their readiness to support higher rates of contribution to meet the more
liberal benefit amounts mentioned above. Chiefly due to increased benefit max-
imums, the Arkansas fund balance declined from $46 million in 1956 to $30
million in 1962. To maintain the solvency of the Arkansas fund, and meet the
increased costs of liberalized benefits, business and industrial groups took the
initiative in sponsoring and supporting legislation passed by the 1963 Arkansas
General Assembly which provided for stiff increases In contribution rates. The
maximum rate was raised from 2.7% to 4.0%. Variable rate schedules were
enacted, geared to the fund balance as of June 30 each year. Total contribu-
tions paid by Arkansas employers rose from $9.4 million in 1961 to $13 million
in 1964. No rate reductions have been sought since 1955. This is an impressive
display of how "experience rating" works.
(. The real issue-unemployment compensation or a dole?

As we are informed, the two key provisions sought by the advocates of 8-1991.
are: (1) federal standards governing the weekly amount of state benefit pay-
ments, and (2) federal standards controlling the duration of the payments.
Mentioned most often are requirements that the state maximum weekly amount
be at least %2 of its average weekly wage, coupled with a uniform duration
of 26 weeks, regardless of the employment history of a claimant.

It has been proposed that all claimants with 20 or more weeks of employ-
ment must be eligible for at least 26 weeks of benefits. This would greatly
restrict the states' ability to vary the duration of benefits In proportion to the
amount of previous employment or earnings of the claimants.

The question of "variable" versus "uniform" duration of benefits bag always
been a major issue in the unemployment insurance program. The trend has
been away from uniform duration: in 1941, 16 states had uniform duration
while by April, 1966, only 8 states had uniform duration.
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The same groups who favor drastic increases in benefit maximums, and uni-

form duration of payments, also would reduce the disqualification penalties
which the states could impose, for such acts as voluntary leaving without good
cause, or discharge for misconduct. In most cases, the disqualification would
be limited to six weeks. This is a totally unrealistic requirement.

If the states have learned anything after thirty years of administering their
own programs--and the evidence is that they have, Indeed, learned their lesson
well-it is that reasonable, sensible qualification requirements are an absolute
"must." In the infancy of their programs, most states had waiting periods of
four or five weeks as penalties for voluntary quitting or discharge for miscon-
duct. The inadequacy of such brief waiting periods became quickly obvious.
Almost without exception, the states began to stiffen their disqualifications, to
protect their funds from depletion due to payments of benefits to those who
were voluntarily unemployed.

A Gallup Poll of September 16, 1905 indicated that, in a nationwide survey,
75% of American adults believe many people collect unemployment benefits even
though they could find work. In the same survey, 69% favored making the
unemployment laws more strict.

Since 1955 we have had in Arkansas a provision for the "non-charging" of
employer accounts in cases where a worker voluntarily quits without good cause
connected with the work, or was discharged for misconduct. The benefits are
paid to the claimant, but are not charged to the employer as would ordinarily
be done. The volume of these "non-charged" benefits, therefore, gives a revealing
insight or Index to the amount of vvo untary unemployment which is being com-
pensated at present. in 1965, over 20% of total benefits paid went to claimants
who separated from their last, or base period employment, due to voluntary
quitting or discharge for misconduct. About 80% of the non-charges involved
voluttary quitters. This gives some indication of the problem which would be
greatly aggravated by a 26-week uniform duration and ultra-liberal benefit
maximums. The "secondary wage earners," housewives, pensioners, and part-
time workers (most of whom are only casually attached to the labor market,
and are habitually unemployed, often by choice) would enjoy the greatest
windfall in the history of the program. They would have tax-free unemploy-
ment benefits equal almost to their regular take-home pay. There would be
no incentive to seek work.

In contrast, h.R. 15119 (following the Interst te Conference's proposal as to
extended benefits) would restrict such extended benefits to recession periods,
provide for a federal-state sharing of the cost. limit the maximum payment to an
extra 13 weeks, under state term. and conditions (subject to defined 'trigger"
points), and permit the states to require extended benefit claimants to show a
substantial work history. This, we submit, is a much more realistic and wise
approach than a blanket uniform duration requirement, with inadequate safe-
guards in regard to attachment to the labor market. Again, this reflects the
wisdom and experience of those who have been actually in charge of administer-
Ing state programs.

D. A balanced federal-8tate relationship should be preserved
In the area of unemployment insurance, the federal-state relationship should

be that of a partnership---not master and servant. Whether the particular fed.
eral standards now under consideration are beneficial, or not, is actually not
relevant to the larger issue of permanently altering the areas of responsibility
and discretion which have been historically left to the states.

The U.S. Senate Committee report on Title IX of the original Social Security
Act (1935) which established the American program stated the principle simply
and eloquently:

"Except for a few standards which are necessary to render certain that the
State unemployment compensation systems are genuine unemployment compen-
sation laws and not merely relief measures, the States are left free to set up any
unemployment compensation system they wish, without dictation from Washing-
ton. . . . The States may determine their own compensation rates, waiting
periods, and maximum duration of benefits. Such latitude is very essential be-
cause the rate of unemployment varies greatly in different States, being twice
as great in some States as others."

Now Mr. Chairman, Members of the Committee, I shall briefly summarize the
points covered in my testimony.

1. Arkansas Unemployment Compensation has recognized and kept pace with
the general Increase in wage levels. The 50% escalator now a part of the
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Arkansas Statute has increased maximum weekly benefits from $30 in 1963 to
the present $38.00 effective July 1, 1965. As the wage levels contlitue to rise the
amount of the maximum, benefits will also increase. From th!s standpoint
enactment of S. 1881 is without merit.

2. S. 1991 proposes an increase In maximum weekly benefits to 60% in 1969 and
66%% in 1971 of the average weekly wage and a combined duration of state and
federal benefits of 52 weeks. Presently, we estimate, the 50% average weekly
benefits provided under the Arkansas law represents in the range ob about 70%
of the take home pay. To increase this percentage can only result in malinger-
Ing, abuse, and contribute to increased unemployment resulting In unemployment
benefit payments becoming simply a dole.

3. S. 1991 imposes a federal standard uniform duration of benefit payments to
all states irrespective of the industrial or economic conditions of a state. This
is completely without merit and recognized to be without merit In the U.S. Senate
Committee report on Title IX of the original Social Security Act (1935) which
established the present unemployment compensation system.

4. In our opinion S. 1991 will preempt the state unemployment compensation
and replace it with a federal system of welfare and relief. This defeats the
whole purpose of unemployment insurance.

5. 5. 1991 with its liberal claimant qualifications can only result in encouraging
the secondary wage earner to -obtain a job, qualify for benefits, voluntary quit
to assume the duties of a housewife and draw benefits for 52 weeks. On ex-
haustion of benefits she would again begin the same cycle. These inevitable
results are a long way from the true intent and philosophy of unemployment
compensation to a worker unemployed through no fault 'of his own' and actively
seeking employment.

0. S. 1991 will have theeffect of increasing state and federal taxes for unem-
ployment compensation alone imposed on Arkansas employers by 52% by 1975.
This coupled with increases in Social Security contributions means that the
average Arkansas employer must pay in 1971 a total of $465.30 taxes " into these
two funds for each person who earns as much as $130.00 per week. We feel this
burden is completely unjustified.

7. The preempting of state laws by Federal Standards, as set forth in S. 19A1,
will result in elimination of each employer's experience rating. In our state
this Is a real Incentive for an employer to strive for a stable work force. With-
out this incentive the employer has little encouragement to maintain stability
of employment.

Lastly: Many of my colleagues have studied H.R. 15119 and while It is not
perfect we do believe it is realistic and workable. We, therefore, respectfully
urge this Committee to make positive recommendations for its passage in its
present form. Thank you.

ORGANIZATIONs ASkiOCIATING TnHMSELVES WITH AND SUPPORTING THE STATE
CHAMBER AND AIA STATEMENT ON H.R. 8282

Little Rock Chanber of Commerce.
Arkansas Wood Products 'Association.
Arkansas Wholesale Grocers Association, Inc..
Arkansas Council of Retail Merchants.
Arkansas Poultry Federation.
Arkansas Motor-Hotel Association.
Arkansas Fr Fhte-prise Association.
Arkansas Bus & Truck Association.
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(The study referred to by the Chairman and Mr. Peavy follows:)

NONOHARGE UNEMPLOYMENT INSURANCE BENEFIT PAYMENTS

A Study Designed To Determine the Factors Contributing Toward an Increased
Proportion o1 Nonwharge Benefits

Prepared by Reports and Analysis Section, Employment Security Division, Little
Rock, Ark., September 1964

1. INTRODUCTION

In recent years, there has been growing concern over the fact that the propor-
tion of noncharged unemployed insurance benefit payments has been increasing.
Noncharge benefit payments are those payments made from the unemployment
insurance trust fund to an unemployed worker but which are not charged against
an employer's separate reserve balance account. Under the present law, an
employer's account is not charged With benefits if, when the employer returns
his "Notice to Employer of Claim Filed," it is found that (1) the claimant volun-
tarily left that employer without good cause connected with the work, or (2) the
claimant was discharged by th4t employer for misconduct connected with the
work, or, if (3) benefits are paid based. on wages combined with wages in an-
other state, for which the employer would not have been liable, except for such
combining. This study was undertaken to find the cause for this increase.

It. TRENDS IN NONCHARGE BENEFITS

Data for calendar years 1950-1902 presented in Table I below clearly illus-
trate the growth that has occurred in noncharge benefits--both in dollar volume
and in the percentage of total benefits paid.

TABLE I.-Noncharge benefits, 1950-62

Year Total Percent of all Year Total Percent of all
amount benefits amount benefits

1950 ------------------ $321,241 4t7 1958 ------------------ 1,826,550 14.06
1951 ----------------- 130,649 2.91 1959 ------------------ 1,580,398 .17.27
1952 ------------------ 264,235 4.63 1960 ------------------ 2,261,160 18.03
1953 ------------------ 255,171 4.24 1961 ------------------ 3,241,222 20.20
1954..----------------- 705, 480 7.67 1962 ------------------ 2,716,701 21.33
1955 ------------------ 857,193 13.20
1956 -- _-------------- 998,667 14.70 Total --- ------- 16,548,229 13.90
1957 ------------------ 1,389,622 14.53

Impioyment Em Security Law aitd Rulei and Regulatbsis, Arkansas, Department of Labor,
Employment Security Division, Little Rock, Arkansas, July 168, p. 80

Saendar year data are no longer available since the 1968 amendment to the law
changed the benefit risk year-from a calendar to a fiscal year.



TALE II.-Noncharge benefits by type, 1957-62

Potential but not Following Interstate wage Excess benefits Overpayments Seasonal
actual disqualification disqualification combining

Year

Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent
Of total of total of total of total of total of total

1957 ------------------------ $ 765,194 55.0- $460,667 33.1 $30,120 22 $62,054 4-5 7 .822 4.9 $3,765 0.4
1M ------------------------ 1,007,916 55.2 604,750 33.1 4414 2.9 64,524 . 5 94,314 & 2 2,632 .1
1959 ------------------------ 809,676 51.2 558,113 3 3 52,665 3.4 50,593 3.2 107,681 & 8 1,670 -. 0

"

1960 ------------------------ 1,203,925 53.2 811,167 35.9 85,709 3.8 99,194 4.4 59,797 2.6 1,m 1-
1961 ------------------------ 1,595,581 49.2 1,276,467 39.4 153,842 4.7 141,751 4.4 73,176 2.3 405 0
1962- .---------------- 1, 277,944 47.0 1,087,411 40.0 118,252 4.4 114,458 4.2 118,211 4.4 425 0-

0

.-
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_Beginning with the year 19571 noncharges were tabulated by type. These data

(presented in TJable II) show that about one-half of the noncharges result from
;'lotential but not actual disqualification" '(the claimant would have been dis-
quallfied except that he fulfilled a certain requirement of the law or has had
employment since the disqualifying act occurred). They arise in, cases of preg-
nancy, wives quitting their Jobs -to move with their husbands, and workers volun-
tarily quitting due to illness, disabling injury or personal emergency; or in sepa-
ration cases 'involving misconduct and voluntarily leaving without good cause.
In the latter instances, the separations are from base period employers who were
not the last eihployer.

.The next largest category, and the only one which has shown a steady pro-
portionate increase, is the "following disqualification" group. ClaimantS, In this
inhtacei, are paid benefits that are nonchargeable after they have served a dis-
qualification for misconduct or voluntarily quitting their last job without good
cause connected with the work' titl for various personal reasons.' About'two-
fifths of the noncharges are of this type.

The remainiig four groups together'comprise less than one-sixth of the total.
They Include "interstate wage combining," "excess benefits," "overpayments," and
"seasonal." 'Briefly, they Involve' (1) combining out-of-state wages with Arkan-
Oas wages which makes an otherwise ineligible claimant eligible for benefits, (2)
rounding a claimant's maximum benefit amount (/ of his base period wagee)
upward to the nearest highest multiple of his weekly benefit amount, (3) fraud
and adminlst'ative error, and*(4) rounding a claimant'.s maximum seasonal bene-
:fit amount upward to the nearest multiple of his weekly seasonal benefit amount.'

II. ANALYSIS OI CAUSiS Or GROWTH IN NONCHARUE BENEFITS

,;An analysis of noncharge benefits revealed three causes for 'their growth:
(1) changes in the Employment Security Law; (2) changes In employers' prac-
tices as they became more aware of these amendments to the law, and (3) changes
in the composition of the labor force. These three causes are somewhat inter-
related since the effects of the latter two are a direct result of the first.
; A. Changes in the Law: Legislative changes affecting noncharges can be

divided into two categories: (1) those liberalizing noncharge provisions, and
'(2) those liberalizing disqualification provisions.

(1) Xo"Itarce provision
Prior t04953, the only provisions in the law, which exempted employers from

the charging of benefits related to excess benefits and misconduct. These pro-
visions limited benefit charges to qne-third of the wages payable to the claimant
by the ,emplpyer for employment during the base period 5, and exempted the em-
ployer from, being charged for the first ten weeks of benefits paid to an individual
if he were, disqualified for misconduct. . As can be seen from Table II, noncharges
resulting from these two provisions amounted to less, than five percent of the
benefits paid.

In 1953, the legislature passed two acts 0 which became effective in July.
Under Act 162, no benefits paid to a claimant were chargeable to an employer
If the claimant voluntarily left that employer *ithout good cause Connected with
the work or 'was discharged by the employer because of misconduct connected
with the work, '6,if benefits were paid based on wages Combined with 'whges
earned' in hnather state. These provisions served to substantially increase
nloncharges.. ' ' " '
- ,No. further, changes'were niide until 1963. At that time,' the clause exempting
eiiployers from being charged with benefits in excess of an amount equalto one-
third of thb wAges' Paid to the Idividual by the employei during the base Period
was deleted. The amendment further provided, for proportionate sharing of
benefits to employers' acotnts. 'This replaced the inverse chronological order

'Some of tese would 1av been relieved of the disqualification it they had mt certain
pii6vtiiO s'of the la *f I t e " .'
"It will l.er be hoted'that ..exceis benefit" and "seasonal noneharges hive been ex-
de! ded from the law. ' .,.

loExcess benefits oecutred b*h1li0 computing a claimant's' maximum benefit a ount, It
:fobfi that onetlbid'ef b ase 'b -pO period wages was not a multiple of his weekly benefit

amount. ' It' that: ,eset it' was. raised t' thd next highest multiple of 'his weekly, benefit
ll~unt. !The, Gterenee between, thq tot benefits Pald to the clalmait an4,onshird of

liU baE i pUeri6 wagA tberefdre, cohstituted noicarge bnets. '
' Acts Numbers 162 and 825 of the General Assembly of 1958.

q, Acts 93 94of the General Assembly qf 196f .
I ll l w'+; lfl 71 11 .! "' J,' I , ! l , f ,!, , ,' 

+
r .. . "
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method which was in use 1)rior to that time., The frsat of these twoihendments
-should, tend to reduce noncharges by about four percent. ' Chfiginirik-thechafte-
back method, however, could either increase or decrease'the amount of chargt-
back in individual case. (See Appendix A.) It presently is hot known what
the net effect of this provision will be.

(2) isqua11/UIatiw. proviefona
Several/alterations in the disqualification section of the law were made Mn

1953 when major changes in the noncharge provisions were initiated. Those
discussed here directly' affected the proportion of noncharge lbnefits., ,,

(a) V'oluntarilV Leav#xg Work.-A clause was added which relieved a claim-
ant of the ten-weeks' disqualification If, gfter making a reasonable effort to prM-
serve his job rights, he left his job because of illiness, injury, disability,, or a
.personal emergency.,

The ten-weeks' disqualification was reduced to eight weeks in 1955.
These provisions tended to increase the amount of noncharges. ,
(b) Mi sonduct.-The ten-weeks' disqualification for misconduct was changed

to "not less than six weeks nor more than ten weeks" in 1953. An additional
paragraph was inserted, however, which required ten weeks of employment to
fulfill, the disqualification if "gross" misconduct was involved. In 1955, the
penalty for simple misconduct was modified to eight weeks.

The result was to slightly increase noncharges.
(c), Female.-The thirty-days-of-employment requirement was waived in 1W

if a female claimant voluntarily quit to move to a new place of residence with
her husband provided that she immediately entered the labor market. The 80
days of employment required following separation due to pregnancy remained
in effect until 1955. At that time, however, provision was made such that if
the claimant obtained a leave of absence from her employer and applied for rein-
statement at the termination of such leave but was not rehired, a disqualifi-
cation was not imposed. The employer was charged with the benefits.

The overall effect of these provisions was a significant increase in noncharges.
(d) Self-employed and School.-A subsection was added whereby any claim-

ant who voluntarily left his last employment to become self-employed or to
attend school was disqutlified until he had had subsequent paid work for- a
period of 30 days. Also added was a 30-days-paid-work disqualification. penalty
applicable to claimants whose last work was non-covered and temporary ip
nature and who had previously voluntarily left regular covered employment
without good,'cause connected with the work. The latter j'rvi'si$ri was' re-
pealed by Act 395 of 195. I . - I

Thisttended to decrease noncharges somewhat. r : I
B. Changes In the Composition of the Labor Force: The state's economy ha

undergone rapid and significant changes since the enactment of the FRmpioy-
meat Security Act in 1937. Those which have had the greatest impact on noii-
charge benefits involve the industrial nnd the male/female emposition of' the
labor force.

(1) Indu8trial composition
,Available data for the thirteen-year period, 1950-1963, indica te a continued

transition away from an agricultural to an industrial base. During the period,
agricultural employment dropped 131,200 while nonagricultural employment
rose 135,800. The five manufacturing industries experiencing the heaviest nu-
merical growth included food and kindred products, apparel, electrical machinery,
other durable goods (instruments and miscellaneous manufacturing), and furni-
ture, in that order. . (See Appendix B, Table 1.) Among nonmanufacturing In-
dustries, govermneut, trade, service and miscellaneous nonmanufacturing, con
struction, and finance, in that order, posted gains.

The voluntary quit rate for all manufacturing industries averaged 2.1 per.one
hundred workers for the six-year history period of 1958-1963. Industries with
the highest. quit rates included three of those. which added the greatest number
of workers as noted above. "'these were apparel with a"3.0 per one' hundred
rate, furniture with a &2 rate; and food with a 2.7 rate. A comparison with
the quit rates for the United States (See Appendix.B, Table 2)tindicates that
while the state quit rates for these industrjesmay 661nfilupeced, t do Oextezm,
by greater worker Instability during the, Initial staffing period of new plants,
three iof thes# industrieS, apo'!, fur'n 14ure; 6d fO., normally Cavn l ih qa

*U.S. quit rates for the period average 1.aper dan lundred worke.. 'When ranked
from hih to low, the apparel industry was econd, furniture ranked fourth, and fod
ranked fifth.
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From data in Appendix B, Tables 1 and 2, it can be concluded that those manu-
facturing industries which have experienced an above average growth in em-
ployment are, In general, those which have above average voluntary quit rates,
both locally and nationally.

(2) MaZe/femate oompostion
An ever increasing number of females have entered the labor market since

the pre-World War II period. Tables III and IV Illustrate the Increased volume
and proportion of women in the labor market.

TABLz II.--Labor force participation rates, Arkansa8, 1940, 1950, 1960

Year Total Male Female

1940 ........................................................... 48.9 80.5 16.9
1950 ........................................................... 48.5 76.6 21.1
1900 ......................................................... 48.8 70.3 28.5

Source: Census of Population, 1940, 1950, and 1960.

TABLE IV.-Seleoted labor force data for males and females, Arkansas, 1940,1950,
and 1960

Year

1940 1950 1960

Females:
Number 14 years of age and over ....................... 681 586 675,397 843,013
Number In tMe civilian labor force ....................... 116,084 142,265 183,364
Number employed in all nonagricultural industries ------- 80,317 117,896 184 435
Percent of total --------------------------------------- 2. 29.4 h2
Number employed in nonagricultural wage and salary
jobs......................................- )

Percent of total ..................................... ) 28.1 .4
Number employed in manufacturing .................... 4,377 13, 63 27,153
Percent of total ........................... ......... 7.8 1. 0 23.9

Maes:
Number 14 years of age and over ..------------------- 699, a" 659, 85 808,401
Number iu the civilian labor force- _. ........ ..... 775 63,859 418,120
Number employed in all nonagricultural industries....-_, 2031147 282680 30,489
Percent of total ----------------------------------- 71.7 0. 6 84.8
Number employed in nonagricultural wage and salary

Jobs .........................................- (1) 241 844 222, 381
Percent of total ..........................................: 9 84)
Number employed In manufacturing ...................... 3,239 71,497 88 M0
Percent'of total ------------------------------------------- 92.4 84.0

I INA.

Source: U.S, Census of Population, 1940, 1950, and 1960.

While manufacturing turnover rates for females in the state are not available,
data for the U. S. indicate that the voluntary quit rate among females Is about
sixty percent higher than it is for males. (See Appendix B, Table 3.) It Is
reasonable to assume that an approximately similar relationship exists within
the State and within nonmanufacturlng industries for which data are not
available.

C. Changes In Employer Practices: Employers have become increasingly aware
of the tax relief accorded by the nonchargb provisions enacted in 1953. Prior to
this legislation, employers virtually Ignored the "Notices to Employer of Claim
Filed" which requested information regarding the 'claiu.tnt's termination of
employment. These notices are now being promptly returned In much greater
volume. .. .. ..

Within! the past year, the regulation regarding employers' returning these
notices which involve a voluntary quit have been more strictly enforced, Em-
ployers who do not respond to these notices within seven days are charged with
the benefits paid.to a claimant even though that claimant may. state that hevol-
untarily left that employer without good cause connected with the work.
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IV. 1IFU'9T Qf IOWCAR1N ON tVU TRIY5 rtPw-
During the period 1950A1962 noncha*6e bnefit payments rose from a low of

$130,649 In 1951 to a high of $3,241,222 In 1961. Moi-e significantly, these pay-
ments constituted only 2.9 percent of the total benefit paid in X951, but com-
prised 21.3 percent, just over 4, of those paid! in 1962. This Is no longer an
insignlfi~anl amount and should not be Ignored fi Vhluatlng causes for the
decline in the Trust Fund. t c e r

There are other more basic reason for the decline suth i6 the low tax base,
the four recession periods since World War II, and higher levels of long-term
unemployment, but it is evident that the noncharge Drbrlsion has been a con-
tributing factor in keeping contribution rates lower than is required to offset
benefit costs. No valid estimate can be made as to the actual effect on the Fund
of the noncharging since benefit charges are but one factor In the experience rate
formula applied to each employer's account.

Table Ii shows that the actual and potential disqualification-type noncharge
'makes up most of the total (87% in 1962) ; therefore, any significant reduction
In noncharges would require change in the Employment Security Law by the
State Legislature.

No attempt is made here to discuss the merits of existing disqualification or
noncharge provisions. It is concluded that the study shows that changes in the
composition of the labor force represent one significant factor behind the Increase
In noncharges. Any measures designed to halt or reduce noncharging resulting
from disqualifying-type separations must be equated with the effects of such
changes on the underlying purposes of the program as well as the Intent of
the original legislation which provided for noncharging.

V. THE BALANCING TAX APPROACH TO FUND STABILIZATION

Recently a number of states have taken note of the deleterious effect of non-
charges on their respective Trust Funds and have reasoned that this is one of
the social costs of the program and have assessed an extra tax on all employers
to offset these and other costs which have developed in the post-war years. Gen-
erally, such extra taxes are not credited to the employer account.'

Several Examples of recent legislative action are cited below:
In California, the law was amended in 1961 to provide for a uniform 0.5 percent

balancing tax to help finance noncharges, negative balances (ineffectual charges),
and extended duration payments. Employer contributions made under this 0.5
percent balancing tax are not credited to employer reserve accounts. A reserve
ratio tax system Is In operation there."

Florida utilizes a benefit ratio tax system. Its law provides that, in deter-
mining the contribution rate of an employer, an adjustment factor for noncharge
befiefits, excess payments and fund solvency be added to the benefit ratio. This
adjustment factor is based on noncharged benedft payments made during the
three calendar years preceding the rate year."

In West Virginia, an extra tax is not assigned as such. Instead, employers'
tax rates (under -a reserve ratio system) are assigned from their regular tax
schedule, but only the contributions in excess of 0.7 percent are credited to the
employer's account. The remaining contributions go into the reseryb fund to
offset noncharges and ineffectual charges, and for fund solvency purposes."

'If the tax were :credited to' the employers' accounts" It would build up employers'
reserve balances. In the long run, this Would shift the tax'tate for all rated employers
(except those paying the minimum, those whose benefit charge* exceed their contributions,
and those with extremely large negative balances) downward such that the added tax for
noncshrges plus the normal tax rate asm&gned from the mcheduld' would equal that which
the employer would have paid before the lioncharge tax was levied. The net resmlt. then.
would be: (1) employers at the bottom 6nd at the top of the tax scale would bear the full
burden of the extra tax, and, because of this, (2). the extra tOx assigned to offset non-

nharles would have to be much hi her.
1 ummarr of htMnges in Proprams of the Department of Emn oyment 1935-1961,

state of California. Department of Employment. Report 580 *8, September 6, 1961, page
pRated .mpoyera W Nim Negative Reeert' B alances, Rating Year 1964. Stateo aornla, Department of Bmloyment, Rep6tt 285 26, June 1. 1964, page 2; and

uemployment Inesuranee Code, Sate of 0arfetnia, Saer nnto, Callforia4 198, pago7
and following pages.

11TMe F"loria fjnemiovva (ompena tion Law. * 9Q8 Legistative AM'endatj Onhil
Ch ._t 44f6r M Statutes,' State o loridii, Tallahage, Florida 1908, pale 11.

Chlestoepmen, Woepesttettsa LVeriDep1arttent etoployment Se2u(2ty,Charleston, West Virginia, 1968, Section 2886 (62).



SLetIslatiol pp~d. by the 4ap W e Zeislatq, in 1900 provliedlor
tax increases to stabilize the Arkanlf -* tud but sukh IncreaseBare crtdl '
to individual employer accounts.

TECHNICAL APPENDIX

APPENDIX A

EWns ON NONOH ARGE BENE S OF CHANGING BENEMT CHAMEBACK PROVISION

he effets,.of the change In the chargebaek method made on July 1, WO%,
can best be Illustrated by the following case. This. claimant exhausted -his
benefit rights. He voluntarily left employer C without good cause copqcted
with the work.

EXAMPLE I.- Claimant X, weekly benefit amount, $80; rnwamun beiwflt amO*tnt,
$780

• + perio emp) a Ben ltlgi

Old law bhlowlaw-,

A......................................... 1 $541.60 $180.55 ............ $114.66
A-----------...... .. 2 1,000 M8OM% A 872 Y,( 223. 08
B .....................---------------- - 3 722.25 240. 75 240.75 153.66
C ---------- ...................... 8 704.20 234.78 1284.78- r148.98-
C...--....................- ....... -4 858.41 218.80 21880 '139.62

Total .............-........-..-...........-........ . ,674.52 1,224.88 780. OD 7

INoneharge, totalnonehrge, oIdla r, $t53:53; new law, $288.60.

By changing thd'6rder of the employers, such that employer A is t kI. m'
ployer, we flndt~t the amount of noncharges would have been iner044e4 w4er
the new law ratherlhan decreased as in the example above.

EXAMPLv iI.-1aptnt X, weekly bftefit amputn*, $30; macimum b eofit amount,
$780

B -..... - ..... -.. -.... $722.25 $sm .75 $1 .6
............................ ..1 704 2,73 1 .1489

C-~ 2 688.41 so 80 3i1. 139.62

......io .m.oe,'• Q m'e W 4 , t .9... ........ 2'A i

A. .+~....~3. ut. 06, 18 a 114.68
....... ......... ... . .......,....... -. An.Asn++ +i t m~

............................... 4. 1,00 ".0 22&.0 7 " t w 228.08

Total.....................................8 ,674.52 1,224.88 MA 78D.00

I Under the old law, ehargebac)s;were made In Inverse chronological order, but prop0t1piate within each
quarter. The uew ls. proved; tthat benefit dhargeobacks e proportionate within the 0aW period. The
claSe relating to linv etabe. chlrop iecaloer" whatever ,.

* Noncrtaie, total 4DoUeargetM w, ,, .now W,'3.0 0.

A third example (as oxpared with the two Above), Illustrates't0t a lesser dif-
ference between three times the claivan'a maximum benefit ambunt and his total
base perto4 wag. jyelds a lesser difference in the effects on nonb ehb4r undehe
old ano the new d'4rgeliaek'provisions.
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IOXAMPLZ III.-Cltafmant Y, Wveekk bcne-t atmt , '$35; inaalitum benefit
amount, $910

Benefit chargebacks
Base period employer Quarter Wages 3 wage .....

credlts
Old law New law

A ......................................... 1 $672.80 $224.27 1 227.14 1 $1224. 77
A .................... . . . .. . . 2 456.00 152.00 ',162.00 '162.88
B------------.....-. - ....... 2 865.37 288.46 288.46 289.38
O......................................... 4 727.20 242.40 242.40 242.97

ToaW ...................................... .... 2,721.37 o7.13 910.06 1 10.00

iNonoharge, total noncharge, old law, $379,14; now law, $377.65.

In this ease, claimant Y voluntarily left employer A and, it was assumed,
he exhausted his benefit rights. From these examples, it can be seeit that
whether a claimant exhausts his benefit rights would have a direct bearing
on whether noncharge benefits are greater or lesser under the new chargeback
provision.

APPzNDx B

TABLE 1.-Changes in the Wuestrial composition of the labor force.

Total employmnet. ..............................................
Agricultural ..................................................
Nonogricultu.ral--------------------------

Wage 'and salary ... .......................
Manufacturing .......................................

Lumber and wood products ....................
Furniture and fixtures ............. .............
Stone, clay, and glass ...........................
Primary metals .................................
Fabricated metals ................................
Nonelectrical machinery .........................
Electrical machinery .............................
Transportation equipment .......................
Other durable goods ..............................
Food and kindred products ......................
Textile-mill products .............................
Apparel .........................................
Paper and allied products ........................
Pr ting and publishing ..........................
Chemicals and allied products ..............
Leather and leather products ................
Other nondurable goods .........................

Non-anufacturing ...................................

Mining ...........................................Construction .....................................
Transportation, communications, and utilities...
Trade ....................... .....

Wholesale ....................................
Retail ..................

* Finance, insurAnce, and real estate.........
Service and miscellaneous ...... ......
Qovernment.,.... ....... . ...

All other nonagricultural ................................

Employment(in thousands)

low0 1 1 13

Actual change.
1960-63

Amount Rank

606.7 .011.8 +46 ........
211.7 80.5 -131.2 ........
896.0 W.s +135.8 ........
298.8 i416.4 +118. I .......
76.4 119.0 +42.6 2

30.1 284 -6.7 18
4.4 8.4 +4.0 a
2.6 3.8 +1.2 12
1.6 2.7 +1.1 13
1.0 4.0 +3.0 6
.6 2.7 +2.1 10

1.4 7.8' '+6.1
1.0 2.1 1 1
1.1 6.4 +5.3 4

12.5 20.1 +7.6 1
1.8 2.1 +.3 15
8.4 10.9 +7.6 2
8.4 6.4 +3.0 8
2.7 4.9 +2.2 9
8.3 8.6 +.8 15
.7 . +2.8 8

1.8 85 +1.7 11

2219 297.4 +75.5 1

a.O

30.0
70.5
1.4

8.027.8
28.6
88.8
18. 7

'15.9'54.0
,78.,&

-1.8.

'17.8
+83

+147.3

I Adjusted to Include 1957 Industrial code changes.

7
4

.3

Io. .
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TABLE 2.-Manufaoturing quit rates, by industry, Arkansas and United States,

1958-63 average

Arkansas United. States

Rate per Rank Rater Rank
1(X)

M anufacturing ........................... 2.1..................... . *. 1.3 ..........
Durable goods ......................................... .. 2.1 ...... 1.w 1.1 ..........

Lumber and wood products .......................... : 1.8 2.8 1
Furniture and fixtures ................................. 3.1 12 1.8 4
Stone, clay, and glass .................................. 1.1 8 1.2 7
Primary metals ............-........................... .5 11 .0 12

rachinerY except electrical .......... . ................ '2.1 , : _ 1
Nondurable goods .......................................... 2.2 ......--- - - 1.6

Food and kindred products ............................ 2.7 3 1.7 .
Apparel and related products ........................ 3.6 1 1 2.1' 2
Par atkd allied products ........................ . 1 ' 1 9

litpgndpul..ng... ..- - - ---- 1:, . 7 7 1.4 8chemicals and allied prdtac -....... .............. 9 4 11
Leather and leatler products ....................... 2.3 1 4 2.1 2

Industries which had an above average (over 2,500) growth in employment between 1950 and 1963.
0 For the period 19N0-3 for which data are available, quit rates for machinery (except electrical) and

eletca equipment were 2,0 and 2.8 per 100) workers, respectively.
8OUrc :.Arkansas data: Arkansas Employment Security i)lvision; U.S. data: Employnient and Earnings,Bureau of Labor Stat tics, Washington, ,.C.

TA h i 3.-Manulatu-ng separation rates for the United States, October 1962-
4 :January 1964

Total separations Quits
4 Month

Male Female Male Female

Otoberl62 ----------------.---.................- 3.9 .8
o uar . ..963 .8.. ..... ....... ............ 3 8 1 71aur~l0. ...... ...... ............. ............ .. , 3:2 4.6 .

.2l 4.83 :1.2.. 1:7
Jul 19 ............. .......... 5....... 88.0 41.2 2.0
October.1968. a ...... . . ... .......... 3.7 5.3 1.3 Z 0

.-.................. ............. ....... 3.6 5.0 1.0 1.6
.. . . . . .. .. .

Iorq Employment and Earnin gs, Bureau qf Labor Statiatics, Washin ton, D .

I - . ,

t
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APPENDIX C

Chart I

PATE OF CHANiGE IN THE PROPORTION OF I4OlCHAMG
BSNUZTS TO TOTAL BENEFITS, 1950-196Z,
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Chart 11

NOtICHRGSC BENXITS*£8 A PERCENT

aecn t~i.k Percent
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Chart IV,

j ?4XONCHAAGH BENEFITS, BY TYPE, AS PERCENT OF TOTAL
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Chart V

MM= or NOINRU MMWVTS BY TYPE,* 1957-1962
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SEPARATIOM~ 14SIJ M U4.1C&, ~ CXP UVORMDSUT ISSUES)
AS A PERCENT OP COVERED EHPLOYHEAT, 1957-1963
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Chait VIZ.

DISQUALIFICAT1IONSo By TYPE, As A PSCET (Q- TOTAL 59PAMATIOtI ISSUE
DISQUALIFICATIONS (EXCEPT IABOR DISPUTE ISSUES), 1957-1963
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Chart VI

INDEX VS 8VARATIOt ISME DISQUALFICATIONS

(IzoePt labor DPu~t4 Xosues) 1937-1963
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The C.U1AUAN. Mr, Joln Frank, Institute of Temporary Services,

I you proceed, sir'

STA~NTOF ;OHNR. ~M~,EXECUTIVE VICE RESIDENT,
MANPOWER INC., TREASUREIt AND CHAIRMAN OF PUBLIC
AFFAIRS COMMITTEE, IN TI OF TEMPORARY SERVICES,
INC.

Mr.'FlANKt. My name is John H. Frank. I am ekecutivo vice pres-
'ident of Manpower, Inc., Milwaukee, Wis.

In addition to appearing on l)ehif of my own company, I represent
tlie Institute of Temporary Services, Inc., a newly formed national
assooittion of temporary services firms, as treasmer, as a member of
the board of directors and as chairman of the public affairQ committee.

The temporary help service industry is a relatively new olne in Iie
Nation's economy, blut has econie tremnendously importaiit during the
past 10 years. it is oparate and apart from t'16 employment agency
indlstry, for we temlornry help companies are employers as any
other one of the companies a)pearing here today is an eniployer.
Let me explain that difference if 1 may:

The temporary help company hires emPloyees of varying qualifi-
cations to performn a variet of services. e 1iro he rofeionals, tech-
nieians,, laborers, office worcers.-bookkeepers, clerks, typists, steluog-
raI)hers, ccretaries and others. These are our employes and from
the time their job applications are accepted by us until they leave,
thewe persons are our employees. We assumne full responsibility for
them in the same miner as'other employers do for their empllyes.
That is, we Ilay their salaries based upon heir time worked, we deduct
and remitn Jir withholding taxes and their uneinploymont compen-
saition, as well as other taxes and insurances as required by elerd,
State, or local laws,' iiles or regulations. These eml6yees of ours
pay no fees to work; nor do they pay a fee to be hired'by us, as in
the case of an eml)loyment agency. I

The only difference between most other employers and temporary
help firms is that our employees-other than a nucleus administrative
staff-do not necessarily perform their duties on our premises-but
are soitihnps assigned by us to work on the premises of others. How-
ever, these are our employees, and we are charged with-and accept-
the full responsibilities of an employer.:

The temil)or try help service industry bad its beginnings only about
20 years ago when the war years left, the country faced with a dirs
shortage 6f labor. The need for such a service Was realized and
fulfilled b' those pioneers in the services field. The industry has
grown to its present proportion of more luan 2,000 fir s. . Manpower,
Inc., alone employs 50,000 people, with the total indutry exceeding
more than a half million employes.

The bill before us lere today--i. lll9-is legislation which
vitally affects :our temporary 1l industry and in' turn 'the economy
of Our Nation.

We in our industry wholeheartedly support this legislation as it
has been reported to the Senate from the House of Reprsentatives.



-We subsei'ib;OtJ thi62eglslati(n 'ia' it is ittid' urge' tht 'thle Sehate
make no change in its present form. In fact, we in the termprtr y
help industry would oppose any Senate an endii it.-fr. ,oie de-
siga4p t9 improe thq,. measure fro'r 9,ur ppilt of view, solely, ip. 01P
flight' of-- 6irba@i 6bfeeti;'e ,of pke 6ting thfacteihse

In the iame -ofsimple justice 81lne,' It is of vital importance that
there be a Federal court review over 'the decisions made by thej5ecre-
tary of Labor. I

lthough: the legislation will, cost more 'in, taxes by virtu of the
increased rate and taxablebase, MtR. 15119 will be far, less costly tbeip
S. 1991 which is identical to the Rouse-rejected H.R 8282,

We further f el that the extension of the unemployment compen-
'sation tax coverage to the'smallest of employers shouldbe left to each
State as in thepast.

We in the temporary help industry strongly urge the adoption by
.the Sen te of H.R. 151i9 as it has come from the House Ways ard
Means Committee-as it stands-without change.

The C4A'JR*,AN. Mr. F rank, I have read your statement, and ba-
sicallyyour position is that you would like to seethe bill passed?

Mr. FRANK. Yes, that is correct.
The CHAIRMAN. I want to ask you 'abq'ut this. With this tempo-rary help 'problem that yo; have, I wonder if 'that gives you a problem

on y6uf experience rating since you employ people only for a, short
period of time..- Does that give you a high, experience rating?1

Mr. FR ANK. Yes.
I will'answer you this way, senator . This is a continuing problem

that we try very hard to solve. We do have in some States a high
rating. 'OPne of the biggest problems, that we face is the problem you
were just discussing with the previous person here, and that is some-
timles we have 'the problem of malingering, wher6-some of these people
are willing to work until they can qualify thon-selves for unemIply-
ment compensation and in thqse cases where they have fapplio fr
compensaii'on 'we have' tried to show to to he bearing examiners that
work has been available pnd is available and we want them to come
to work.; 34h it is a condiiin of 'our industry and, of couis,' par!ticularly today, where the, problem in our industry just as in others is
that we oan'tget enougl'people to go towork. We have no probleniin
putting people to work, if they' will yorkk. but patieularlyin ' * ?
of the classes of people that we epoy, some' of 'the people who W0i(4
in warehouses, and other common labor reponsibilities, sonietimes it
gets a little hard to get them to come to work.:

The Oi nIi,. You didn't ask for' it and you are' not likely to get
it if you don'f,'ask for it, butthe thbught'0id60'cur to, iehat at the
same level or somewhere maybe it would be more a propriate at theState level because I take it yoar opposing riy Fderal §nda
here, but somewliere, so tmeone shoulq.t to work somethig Ou1 togive
your people, your industry, some o dertin for tMq fac that thevery natureo Oi t Wpuld caits 'it tohirea y, kighexperience r'ati'i

becauseyou'ai mplwhigpo w otherwise would be out6of W9r.;Mr.YmINKx. That is,. ue,, ,, , ,, ' ' , '
, ,, .; .. . i, ', j ,' ... ,i I ' , :. ,;. . ;,;., 

,
. : ,: .. ',, , ; ',, - '
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' The tAftmAt. But ititi a fine thing to keep costs down and to pro-
vide for efficient management when somebody can obtain Some tempo-
rary manpo wei help for i problem rather than have to carry people
on that they don't relly need.
SMr; FRA)x. You see, we keep these people, employed because they
may work for one of our customers today and another customer tomor-
row, to while they, may only -be temporary at this one customer's place
6f business they, are working continuously for us, but I appreciate
your recommendation.

The CQAIRMA20. You undoubtedly have a problem, somebody de-
cided it is about time to take a vacation and just decide it is time to
-start drawing unemployment insurance. ' - ,

Mr. F= gc. That is correct. We appreciate your recommendation
and we have been thinking in those terms, it is not always the easiest
thing in the world to put that point across. But I appreciate your
reading this statement, and I think you have the message, and we thank
you very much for giving ustheopportunity to appear.

The CHAnMAN. Thank you very much, Mr. Frank.
Mr. James E. Purcell, the National Association of Buildings Service

Contractors.
Mr. PutcrLL. Most of the previous witnesses talked about specific

things. I would just like to read a general statement.
The CArRMAN. All right,

STATEMENT OF JAMES E. PURCELI, PRID olENT, SPACE CLEANERS,
INC., WASHINGTON, D.C.; PRESIDENT AND CHAIRMAN, GOVERN-
MENT AFFAIRS COMMIT= NATIONAL ASSOCIATION OF BUILD-
ING SERVICE CONTRACTORS

Mr. Puncu.. M name is James E. Pumcll.' I am president of
Space Cleaners, Ic., -Whin'gton, D.C., and ai appearing here also
as president of the National Association of Building Service Con-tractors representing contract cleaieis throughout the Nation,

'The, contfrct aleaning and building mainiteance industry, although
a newcomer tQ, the national sene, has had a steady growth patternand now is approaching the billion-dollar industry mark, employ-
ing more than a half million persons in the field. The.National As-
sociation of Building Service Contraqtors ,.as created to serve the
companies involved, in the.furpishing of b"ii'ig xnainter~ance serv-
ce, to, th business community, as yeas,to the Government.

The, &otrct'sit iria .srvice S a iitur outgrowth, of American
economic progress. At the turn, of the century, eacW building
owner or p1antmanager was responsible o i maintaining.l anliness
and sanitatiOn., The efficiency of his cleanmg operations defended
to agrat, extent upon,whatever personal 4iljs hieuld p*~vide in
training his work force, -With the changing economic pictre- the
nqre~n~ ~rpr leimp inolved im labor, 'ialntnaen cof acoura ost

record, hiring, training, supervls4g4-t became mcre _inj y epvdent
that, there wes a defiite, advantage ,i using A spciized caning

mpany, ,equipped nana gm.twiso and f euipm entwise, Cto cpe
with the expansion into special service areas. The 'piqo' o thi
new concept are today the leaders in the contract cleaniiing industry.
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Most of these leaders are represented in and by the National Associa-
tion of Building Service Contractors.

As president of NABSC--and as chairman of the govermneat
affairs committee of our association, I am happy to appear here toway
before you to add my wholehearted support-and the support of our
membership to the passage of H.R. 15119. We strongly urge the
passage of this piece of legislation in the form it now appears before
your committee. We have followed the activity of tie unemploy-
ment compensation amendments in the Congress, and feel that the
compromise represented in H.R. 15119 is one to which we can cer-
tainly subscril)e.

Although the bill means a bigger tax bite from our profit dollar,
since the taxable base is broader and the percentage, is greater, 11.R.
15119 will be far less costly in the long rui than S. 1991 would be.
We are in firm agreement with the action of the Ilouse Ways and
Means Committee in eliminating the objectionable features of the
Senate bill, such as Federal subsidies to States with high benefit
costs. We firmly agr*e with the action of the House in refusing to
tamper with experience rating as a factor in determining unemploy-
ment compensation.

The contract cleaners of the United States would oppose any Sen-
ate amendment to I.R. 15119, even one which might be introduced to
improve the legislation because we feel that the House has given
the Senate t bill which appeals to the business community as being
a sensible compromise. We strongly support the provision in HI.R.
15119 to allow Federal court review of the decisions of the Secretarv
of Labor. We feel that this provision is more ini keeping with Amer-
ican traditions of justice.

Cleaning contractor further are prepared to live with the longer
duration of benefits in recession times as provided in II.R. 15119.

We feel that the respective States shouldbe allowed to make in-dividual determination-, with respect to iniposition of unemployment
compensation tax on smaller employers just as they have in the past.

As a representative of the contract cleaning and buildifig main-
tenance industry, and as president of NABSC, I strongly urge the
Senate to pass H.R. 15119 without change or amendment.

Thank you.
The CTAIRTMAN. Tlhnk you very much, Mr. Purcell.
I would just like to make this observation: that the chairman of

this committee always has been in favor of laborsaving devices'to
improve the efficiency of the Senate since we came here, and lie has
for some time urged that',Ve acquire' the latest equipment to ,'ini ke
copies of various and sundry things that come our way.

Now, Mr. Peavy was here 10 minutes ago with a Statement of wii'h
he had no copy and w6 have copied it in the 10 minutes whicl have
transpired since that time. We hope to reduce the cost of Govern-
menthy using( some of these laborsaving devices. "

I would like to ask that, this be made a part of the record at the
Conclusion of M. Peary's statement.

Mr. Pulcr.L. I would like to mhake one comment which ill our ex-
'perience has been a rather ridiculous abus6 6f the unemployment
comlpensatioti. ' .
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We have over 300 employees and 75 percent of them are part-time
employees a lot of them work -for, theFederalGomernment. Within
the past, 6. months we had. an employee whohad been retired for dis-
ability reasons from the Federal Government who had been working
for us at the same time. ie had a heart condition, and he applied
for unemployment compensation.

We went to and tried to get the hearing thrown out on the basis
that the man was not able to work because of physical disability, and
we were not his prime employer at the time he became physically
disabled.

We lost in the hearing. The man was classified later on on appeal
as an observer. We couldn't find out what an observer was, but this
is what he could do. An observer, maybe a pigeon watcher or some-
thing like that in the park. But, anyhow, we couldn't find a location
for him as observer and he took the full benefits and when the full
benefits, ran out 2 weeks later he al)eared at our door and wasin-
terested in coming back to work for us. This is :n abuse of unem-
ployment compensation.

The CHIRMAN. Well, Mr. Purcell-
Mr. PutcEL.,. This is an excel)tioal case.
The CH: IRMAN. I don't know whether we can have our cake and eat

it, too. I don't know whether we on this committee would be privi-
leged to take the view that we will set no Federal standard on the
one hand anid try to get at abuse in the program on the other. Rut
if we get into it, I would, of course, be interested in exploring this
subject and seeing what we can do to help.

Maybe Ave can help by just recommending to States they ought to
do something and it occurs to me that is one possibility of how we
iight, get these lrograins to aldol)t the best features of each. I think

I have attended some of their conventions on one occasion and talked
about this program about how it could be iml)roved, I)mt. I really do
think that. every member on this committee would be interested in
cooperatiiqg in it measure to see to it that. these people administering
t lie progmm don't let folks do the kind of thing you are talking about.

Y ou sav: vou had a man working foryou anid doing nothing and they
clasified'him as an observer.

Mr. Puncma,,. Yes. We were satisfied to put him back to work .tuid
not pay him these benefits. We.felt as though if a man was entitled
to them, well, fine. But we wanted to put him back to work, sowe
offered him a, job and they came up and classified him as an observer.

We have these in our records, and we have it right here in the
District of Columbia. Why, it was so ridiculous that we sort of let it
go, but, the irony of it was that 2 weeks after his benefits had expired,
he could Walk from his home to the office to reapply for a job with
us. We turned him down.

The CIAIIRMAN. Let's .see if I understand it now.
This person who was a retired Federal employee-
Mr. PrLrciT,. Federal employee; yes..
The ChIAIRMAN. And then he proceeded to apply for a job with.you,

I take it. .. . ,
Mr. Puncmzr,. Yes; he worked for us in the evening part time while

he was -working for the Government.
he CIIAIRMAN. While he was working for the Governmentt?
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Mr. PilOu. Yes, yes. He had a nice job with the Government,
making about $8,000,a year- but he was an ambitious fellow and he
Wanted to make some more, so he worked in the evening as a porter in
one of the buildings.

'The CHAIRMAN. 'Now, he was working for you as a porter. Were
you a contractor hiring him I

Mr. PURCELL. Yes.T.he CHAmxAN. And so then to trigger his unemployment benefits,
I take it, you must have found that he was a satisfactory worker or
something of that sort. I take it. Did you dismiss him or did he
voluntarily quit?

Mr. PuRcr.LL. He had a disability. He retired from the Govern-
ment on disability. He had a heart, condition, was retired and was
told he could not gc back. This was true. It was substantiated by a
medical statement and so forth.

The CHAIRMAN. Yes.
Mr. P mcELL. But people with heart conditions sometimes recover,

but he got his disability from the Government-odisability retirement.
He had been with them 25 years or so. Then he applied for unemploy-
ment compensation as a result of working for us as well, and his request
was allowed.

The CHAIRMAN. NOW, the unemployment compensation did not
result from the Government employment, that related; to work of his
employment by you?

Mr. PuRcm. Yes.
The CHAmMwA. How did he become unemployed, did you fire him

or did he quit?
Mr. PURCELL. No, sir: he became unemployed as a result of sub-

mitting a medical certificate that he was no longer able to work.
The CHAmMAN. So he submitted a certificate to the Government, I

take it?
Mr. PRCELL. He submitted a certificate to us as well.
The CHAmMAN. He was no longer able to work and he therefore

wanted to draw his unemployment ?
' Mr. PuRci: He applied for unemployment compensation shortly
thereafter, and we tool this medical certificate down showing he was
unable to work, and they said they could classify him as an observer.

The CnAtRxAN. Lo, you either had to pay him the unemployment
compensation insurance or put him !on the payroll as. an observer?

Mr. PtTOc . Yes; and we had no jobs as an observer.
The CHAmmAN. The work he had been doing for you was janitor

Work?
Mr. PTioLL. Yes sir.
The: CHAMMAN. And ou were required, in other words, you felt

about the best, to make the best out of a bad situation, about the best
you could do would be to provide him a chair to observe some other
Janitor working?

Mr. PURCeLL. Yes; this would create morale problems among the
others.

The CHAImAN . This concludes this morning's hearing, and th6
mi nitteo* *ill meet tomorrow morning at9 o'clock.,
(Whereupon, at 12 o'clock noon, the committee recessed, to rec nveneat 9 r.i, July 21,1966.) 1 - , '.:
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THURSDAY, JULY 21, 19M8

U.S. SENATE,
CoMMrIr1 ON FINANCE,,

.Wahington, D.C.
The committee met, pursuant to recess, at 9:05 a.m., in room 2221,

New Senate Office Building, Senator Russell B. Long (chairman)
presiding.

Present: Senators Long, Anderson, Douglas, Gore, Talmadge,
Hartke, and Williams.

Also present. Tom Vail, chief counsel.
The CHAmMAN. The meeting will come to order.
Until today most of the -itnesses who have testified have urged

the adoption of the House-passed bill.
Today we hear a different viewpoint. We will hear from those who

feel that the House-passed bill is not satisfactory and should be
strengthened by the addition of Federal standards governing the bene-
fits which should be paid under unemployment compensation.

Our first witness.is Mr. George Meany, president of the American
Federation of Labor-CIO.

Mr. Meany, we are very happy to have you with us today. We
know you have traveled a long way to be here, and we very much
appreciate your presence. We hope you will just proceed in your
own fashion, and take such time as you think necessary.

STATEMENT OF GEORGE MEANY, PRESIDENT, AMERICAN FEDER-
ATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZA-.
TIONS; ACCOMPANIED BY ANDREW BIEMILLER, LEGISLATIVE
DEPARTMENT; AND RAY KUNTS, SOCIAL SECURITY DEPART-
MENT, AFL-CIO

Mr. MEANY. Thank you, Mr. Chairman. May I express the ap-
preciation of the AFL:-CIO for the opportunity of presenting our
views on the need for improving the Yederal-State unemployment
insurance system.

The CHAIRMAN . If I might interrupt you, I would like to note that
Mr. Andrew Biemiller is with us as one of your assistants.

Mr. MEANY. And this is Mr. Munts of our social security depart-
ment.

As I am sure every member of this committee understands fully,
we have some concrete views, on this matter and a great deal of ex-
perience-in the main, highly unsatisfactory experience--with the
present setup.
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Our international unions and our State central bodies, which have
worked for many years trying to improve unemployment insurance at
a State level, were most anxious to testify before this committee. Each
of our State organizations could have come before you with detailed
accounts of the shortcomings of jobless pay in their State. And they
could have recounted their continuing but, unsuccessful efforts to make
basic improvements while working on a State-by-State basis.

However, we felt it would expedite the work of your committee if
the record were not burdened with oral testimony. Therefore, we
have asked these affiliates not to testify but rather to submit statements
onparticular points for the record.

On the basi,3 of our 30 years' experience, let me make these points
quickly and then I will expand on several of them:

1. H.R. 15119 is a completely unsatisfactory measure. It leaves
much of the problem untouched and is, at best, a mere token
measure.

2. S. 1991, introduced by Senators McCarthy, Douglas, Met-
calf, and others, focuses on the real problems. It is a genuine re-
sponse to the needs of workers and their interest in a nmoderniza-
tion of the program.

3. We trust this committee will take a fresh look at the prob-
lems and we believe such an independent appraisal of the uneni-
ployment compensation system will result in a bill that will do the
job that is so necessary.

Before I go into detail, let me add this: If there are any points we
can clear up by putting them in writing, Mr. Biemiller of our legisla-
tive department, and Mr. Munts of our social security department,
who are here with me, will be glad to supply the committee with what-
ever information it may require.

,Last year President Johnson proposed that the Congress look at
the unemployment insurance program, even though unemployment
was decreasing. His recommendation demonstrated both imagina-
tion and a sense of history as well as real concern for working people.

Those who oppose modernizing unemployment insurance tend to
dramatize current levels of employment as evidence that no action
is needed now. This is a. little like the farmer who won't repair his
tractor in the winter since he does not need it until the spring.

In the recessions of 1958 and 1961, hundreds of thousands of people
every month were using up the last of their benefits with no job in
sight.. We urged the Congress at that time to consider the iinderlying
weakiesses in the jobless pay program that were causing such suffer-
inu. Instead, Congress enacted a program of temporary extension
of benefits. It helped many people for a short period. It offered
nothing for similar contingencies in the future. And it left the pro-
grain saddled with debts that still have not been paid.

Why is it. that Congress is unable or unwilling in such times-when
unemployment is high. when millions have to live on their benefits
only to watch them run out-to make substantive reforms?

I think the answer lies in a. political reality. At such times there is
deinad for immediate alleviation and the Congress responds as quickly
aSpossible because the suffering is current and present. The Congress
post.pones a more thoroughgoing evaluation of the jobless pay system,
not wishihg to enact basic reforms in an atmosphere of haste that might
lead to ill-considered remedies.
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I recall this history to you this morning be cause the subject of these
hearings is leftover business, and if we hold this matter over until
another recession, it will continue to be leftover business.

SUnemployment insurance is a F deral-State program and both the
Federal and State partners have toiresh. their activities. Any effort,
by the Congress to define more precisely the performance standards of
the program must be followed by action in the State legislatures.
Some of these meet only every other year. There would be, therefore,
a timelag of I to 3 years before an enactment could be actually trans-
lated into results for the unemploved.- ,This is why modernization of tie system is not undertaken in a reces-
sion period wYhen immediate results'are needed. This is why I think
President Johnson was so wise to put this issue on the agenda of this
Congress. And this is why the cool appraisal, the considered diagnosis,
and the appropriate prescriI)tion should be made iow.'
.'I do'not want the members of this committee to think that. unem-

ploymen-t insurance is not important or needed for many persons even
under present circumstances. It is true thot the number of insured
uhiemployed has been decreasing for the last few years, but there are
now about 820,000 persons in any given week dating unemployment
insurance.

nThe first question that this figtfre raisesis wh yis e total of insured
unemployed such a small p art of the total number of persons unemn-
ployed? It is estimated that. there are over 3 million persons in the
labor force who are' out. of work. 'Some of these are newventrants and
some may have been separated from their jobs under conditions that
should not entitle them to benefits. I will not argue that all of those
unemployed should receive benefits, but it seems to me that a great
many more should.

F;r example, there are altogether too many people-about 15 million
employees-who work in jobs where they fhave no protection, and if
some of them are among the unemployed, they get, no help. Then there
are some people who use up all their l)enefits but continue to be jobless.
At the present time about 17,000 persons a week do not find employ-
ment before their rights are. exhausted. There are some who hav e been
denied benefits because they live in States With excessively tight
eligibility requirements. A modernized unemployment insurance pro-
grain could do considerably more to reduce the proportion of the un-
employed who get. no help or insufficient help from jobless benefits.

As I said, at this moment the lucky ones among the unemiploved are
about 820,000 persons, the number drawing benefits. This is a kind of
snapshot picture at a given moment, but it does 'not begin to describe
the number of persons who will use jobless benefits at some time during
the year.

We must remember that the group of claimants drawing unemploy-
ment benefits changes each week. Next week some will get jobs, some
will use up their entitlement, others will be hewly laid off and apply
for first payments. In other words, there is a constant turnover.

Now, if you'take all the persons during this year 'who will draw bene-
fits for 1 week or more as sometime or another during this year, the
number will add up to 41/2 6r 5 million persons. And this i's compara-
tively a good year. Ina recession period, it will je two or three times
as m any. . ... .. 1 : :,
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So we are not talking about just a few irregular employees. We are
talking about a great many people and their families. We are talking
about the way a free economy operates and the cost of keepmia it free.

Businesses are dying and being born every day. , Plants that haye
stood for generations are suddenly closed down, even in good times.,
Competitors are bought oiit, mergers negotiated, and speculative ven-
tures launched all the time. Along with these activities should go a,
good, dependable cushion of wage insurance, for the employees affected.

The 60 million wage and salary earners in this country should not':
have to wait and watch in anxiety as economic changes or business
considerations threaten the lifeline of their families' well-being. In
a humane society, adequate wage insurance is the logical corollary to
free movement of capital.

I would like now to make some specific comments about the bills be-
fore your committee. ,! •

About 25 percent of Wage and salary employees are not now covered.
This is about 15 million persons. Secretary of Labor Wirtz has given.
you a breakdown of this unprotected group.

H.R. 15119 puts about 3 million additional persons under coverage.
S. 1991 adds 5 million to coverage, and from our standpoint,
it is preferable since it extends benefits to more people. ButIam
aware that the Ways and Means Committee in the House spent a great
deal of time on some difficult problems about the financing of benefits
for nonprofit employees. Also, that committee felt it necessary to in-
clude comparable State-run institutions that some nonprofit organi-
zations regard as competing. Both steps reduced the oppositionl of
the nonprofit organizations affected by these changes. If this House
effort broadened the base of support for extended coverage, Mr. Chair-
man, I see no reason for this committee reworking that area. It is
very technical and there are so many other areas the House left un-
touched, that it seems to us a waste of time for the Senate to replow,
the territory of nonprofit coverage. We are prepared to accept what
the House has done in this area.

However, we believe that the provisions in S. 1991 that would cover
farm employees on large farms or some other approach -to the same
end is highly desirable. Farm employees should- no longer be con-
sidered unworthy of unemployment insurance. Workers on large,
farms are employees in the same sense anybody else is an employee.,

We must prefer the provisions in S. 1991 that would extend cover-,,
age to establishments with one or more persons at any time. Many
States now do this and there is no doubt about its feasibility. The,,
House coverage of small establishments is unnecessarily restrictive.

Both bills propose extension of coverage to include Great Lakes sea-
men whose employers have evaded responsibility by exploiting the
differences in State laws. Apparently, there is wide agreement on this
matter.

Lastly, we wouJd like to suggest that the committee consider the
problems, of multistate workers-who have no protection from States,
that are not participating in interestate agreements; a special problem
arises from the fact that the base periods in States are different and'
some workers suffer loss of credits and lower benefits as a result,

I think there is wide agreement that unemployment benefits pro--
vided through a social insurance program should not create a kind of
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caste system where some jobs are protected and others are not. Rather,
it should give basic protection to all who work for salary and wages,
who want to work, and who cannot find work.

There are several provisions in S. 1991 that Would go a long way to
modernize and rationalize the financing of the system. We support all
those provisions-allowing States an alternative to experience rating'
establishing a system of equalization under which grants to States are
nade in certain emergency high-cost situations, and increasing the
Federal tax base to $6,600. The only step taken by the House in this
area is an increase in the tax base to 4,200 and that not until 1972.

The unemployment insurance tax base was once set at the same level
as the social security base. There is no reason this can't be done now.
One adjustment to a higher base will be lower tax rates, which will
straighten out a distortion that has crept into the financing of the
system.

I want to add here that one of the most significant ways to improve
the financing of the program is to clearly state its objestive. If the
Congress will define the minimum benefit levels that the jobless pay
system is supposed to guarantee, then the evils of underfinancing will
be alleviated.

The problem we have encountered in State after State is that benefits
are adjusted in order to keep tax rates low. This puts the cart in front
of the horse. When the fund is low, we are told it is impossible to raise
benefits; when the fund is high, then we are told it's time to reduce the
tax rates. This is the self-defeating circle that plagues State law-
making under intense employer pressures for a better "business
climate."

If the Congress sets the minimum statidards of performance ex-
pected of jobless benefits in our society, then the financing will be
tailored to fit accordingly. This clarifying of objectives is needed
more than anything else, and will have a beneficial effect on the
financial structure.

I have termed H.R. 15119 a "token" measure precisely because it
does nothing to clarify the benefit objectives of the program. On the
other hand, the proposals in S. 1991 would constitute a sound minimum
basis of social insurance against joblessness. It will restore the re-
lationship of wages to earnings that. was in the program at its inception.
It will bring back the "insurance" into unem ployment insurance.

Look at the record. The maxinmum beneit in most States in 1939
was $15. The average weekly wage was about $23. This made the
maximum 65 percent of the average wage.

Today, the typical maximum is $42.the average wage is slightly
over $10(, and the maximum benefit, therefore, is only 42 percent of
the wage. The drop from 65 percent to 42 percent indicates how out-
of-date jobless benefits have become at *modern wage levels.

Actually, every State has a different maximum today and a differ-
ent average wage level, but in every State of the Union the maximum
benefit in relation to wages is lower today than it was in 1939.

By raising maximumbenefits, S. 1091 will restore the wage insur-
ance feature of the original laws, and at the same time it will correct
one shortcoming of those first statutes. It will not set maximums at
the same dollar amount in every State. Instead, the maximums would
be a percentage of the average wage in each State. This recognizes

65-992--66---27
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differences in Sa te economies, treats the great majority of workers
equitably as betwe 'n States, and assures that the program will adjust
with changing levelain the future.

I want to spend a 'moment on a subject that has been the source
of some confusion-the relation of the maximum benefit and the indi-
vidual benefit amount. ilhis confusion gets deeper when both are set
in percentage terms, but they serve different purposes and 'are per-
centages of different things;

The individual benefit forntula-ihalf of individual weekly wages in
the bill-is the controlling, phinciple in a wage insurance program.
On the other hand, the maximin benefit formula, which goes up in
three steps under S. 1991, is the Iimiting principle that prevents the
individual benefit formula from alpplying to the highest paid workers.

The maximum should be set high enough so that the great majority
of people can draw one-half of their "past wages in benefits. This
would be made possible under S. 1991.

The trouble with State laws now is that most claimants cannot get
an individual benefit of half their lost wage.because of the low maxi-
mum. For too many unemployed persons, the program has become a
flat, benefit system rather than an insurance program with benefits
geared to their past wages.

By raising the maximum, S. 1991 will allow a wider scope to the
individual benefit formula. The question of where the maximum
should be set is a question of how many people over how wide a range
of wage levels should get a benefit of half their own wage.

It is our feeling that all wage and salary workers, except the 10 or
15 percent with the highest incomes, should be entitled to benefits
of half their own weekly wage. We are not proposing that unem-
ployed executives be paid hal? their past wages in the event they
become unemployed; nor even that a well-paid skilled craftsman
should get half h is wages. But we do feel the great majority should
receive this proportional compensation.

The problems workers face trying to live in the 1960's with bene-
fits appropriate to some bygone era, have been extensively surveyed
and documented. What do they do when they cannot make their
benefits last through the week? They use up their savings. They
borrow money. They move to cheaper housing or move in with some-
body else. They sell what they can. They ask for help from friends
and relatives. Some of them, if they can'bring themselves to it, and
many cannot, will ask for help from public or private welfare or assist-
ance agencies. In short, they are forced to do the very things th't
an unemployment insurance program is supposed to prevent.

We are for tle benefit provisions in S. 1991 because we believe that
a social insurance system should not be set at a mere subsistence level.
We believe this bill provides a floor of protection, rather than a sub-
cellar of neglect and despair. We believe it offers support to the living
standards of the 1960's, not those of the 1930's.

There are several other aspects to benefit standards that I should
like to mention, because these too have been completely omitted from
the House bill but are adequately handled in S. 1991.

Disqualification penalties: Originally most States established a cer-
tain number of weeks, usually 4, or 6, or 8, as the period of benefit
denial for those who had quit voluntarily, or who had been discharged
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for misconduct, or who had refused to accept suitable work. Some
States still handle the'matter in this way. The idea is that 6 weeks
is about the span of a normal spell of unemployment. To deny_ the
worker benefits for a longer period is to punish him for the slackness
of the labor market, rather than for his own actiopls.

Over the years. we have seen a substantial tange in this. Now
about Italf the States have gone to the limit and deny any benefits
for these disqualifying acts. It makes no difference how long a reces-
sion continues: the worker is denied benefits for:the duration of his
unemployment. Once he is disqualified, the unemployment office
loses any interest in him and assumes that because his unemployment
was once voluntary that it continues to be so indefinitely regardless
of how vigorous his search for work may become.

We agree that a worker should be penalized for a period of:time if
his act calls into question his involuntary unemployment, but we do
not believe he should be penalized by the very economic conditions
the program is designed to protect against. And we know that work-
ers' attitudes can and do change. What may be a rash or ill-consid-
ered action one day may be sadly regretted later as the weeks go by.
For these reasons, we support some specific limitation on the duration
of penalties, such as the 6 weeks proposed in S. 1991. Even under this
provision, the worker can continue to be disqualified after 6 weeks
if he is not available for work, but at least his situation will have to
be appraised.

Wage qualifying requirements: We feel that there is some need
for outside limits to be set in defining who is attached. to the labor
force, and therefore who is eligible. lThe eligibility provisions in
State laws have given workers a great deal of trouble. S. 1991 sets
these outside limits high,enough-20 weeks of work in the base year
or the equivalent-that relatively few States would be affected, but
it is important to nail down some principle here before the situation
gets much worse. . . ...

Duration: There should be a standard defining the objective of the
program in terms of the potential duration of benefits. the need for
such a standard does not arise because all States .ar defiien as in
thi case of the weekly benefit'standard, but because a few States are
so far behind the others. The average claimant in some States can
expect as many as 29 weeks of, benefits, if he needs it; in others, the
average is only 18. There are 8 States where one-fourth of all claim-
ants cannot even get 15 weeks if they need that many. The exqessively
limited, short-term benefits provided in too many States helps explain
why over 1 million persons in 1965 were dropped from benefit status
before they had found employment.

For these reasons, we urge the provision in S. 1991 under which
ersons who have had 20 weeks or more of work in the base year should
o entitled to 26 weeks of benefits if they need it. This would greatly

reduce the number of cases where unemployed workers exhaust all
their benefit rights while still jobless.

There aie additional reasons for establishing a standard for the
duration of benefits. If higher weekly benefit payments are made
without a minimum duration standard, the result will be that some
claimants will qualify for fewer weeks. The methods used to relate
weekly benefits and the number of weeks Ire such in most States that
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an increase in weekly paymentss can mean a decrease in tile munber
of weeks, with no overall improvement.

A Federal standard for regular State duration is the necessary basis
for any satisfactory extended benefit programs. This can be seen in
the context of the tensions that Congress authorized in the 1961
re esion. At that time, the Federal Government made available addi-
tional benefit Weeks, even in those States where short duration of
benefits suggests the State legislature had shirked its responsibility.
Why should the Federal Government° provide additional weeks o;f
benets ii it State where a large percentage of claimants cannot even
qualify for 20 weeks or even 15 weeks? Does not the State have at
least, a minimal responsibility? Can Congress be asked to prov ide
Federal financing of benefits'after 26 weeks in some States and after
only 13 weeks in others?

I urge your consideration of this problem because the House bill
would perpetunte a confusion of responsibility. By providing extra
weeks under recession conditions paid for in part. with Federal finds,
aid failing to require mininial performances b the States for their
own regular benefits, the House is offering very'bad law. Not only is
there it confusion of responsibility as between the Federal and State
Governments, but there is a built-in reason for the weaker States not
to liberalize their provisions.

The concept of a 26 weeks, or 6 Months' wat6rshed of responsibility
is useful because it. suggests where State financing is apropriate anl
where Federal financing should begin. Just as Federal financing
should not impose on tie States up to f6 weeks, so the States should
not be expected to carry the full burden of long-teri unemployment
beyond 26 weeks.

W hen you look at long-term unemplOyment beyond 26 weeks, the
circumstance that, cause' it suggest that Federal financing is more
appropriate. The half-million persons last year who exhausted 26
or more weeks of benefits were not unusual. Many had been employed
in the same job for a long time. They were the'victims of economic
change. In some cases their plants closed down under competitive
pressures; in, §ome cases tlteir Jobs were automated out of existence,
in some cases they couldn't final employment because of age limits in
hiring ; in some cases they were victims of shifting defense Orders.

Any approach to the serious problem of long-term unemployment
his 'got to take two facts into aicount. First, as I have said, tie
Federal Government has a rsponsibility for financing the benefit cost
of long-term unemployment, and, second, we must recognize that long-
term unemployment exists in good times as well as in recession, periods.

We have vigorously supported the benefits for the long-term unem-
ployed that would be provided by S. 1991. This bill would establish
a "Federal unemployment adjustment ben fit" payable only to those
with a well-established work record who had exhausted their State
benefit. It would have continued weekly payments through tie first
full year of unemployment, if needed that long. This proposal got
VcIry little attention in the tiouse, and yet, it still seems to us the only
way to assure that you get benefits to the right persons at the right
tinme, and within th framework of a reasonable cost.

The House proposes instead that extended benefits be paid to "ex-
haustees" in tecession conditions only. Let me summarize now the
shortcomings of this approach as we see it:
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First, without a Federal standard for the regular State duration,
the Federal recession benefits take over after a different number of
weeks in different States, and this badly clouds the question of where
Federal responsibility for financing begins,

Second, by offering 50 percent Federal financing of the additional
weeks, the 1 ioposal acts in a manner to discourage any further liberali-
zation by li Stote and also to discouraged a full realization of State
responsi ility for benefits up to 26 weeks.

Third, by providing half again; as many additional weeks as the
number compensated under State law, the House proposal increases
the discrepancies that already exist between State laws. Some States
will allow only 12 weeks of benefits to an unemployed worker whereas
if that same worker had been employed with the mine earnings and
work history in a different State, he would have receivW 26 weeks
of benefits. By allowing him half again thip duration il additional
weeks, the discrepancy is thereby widened to,.18 and U9 weeks in
different, States for the same kind of worker. In this way the Federal
GoVernment becomesn a party to itensifinf the inequities.

Fourth,, the Proposal does nothing or ong-torm unemployment
exeept.in ieerssion: conditions. As I have already indicated, there
are continuing forces at work in relatively good times that produce
some 10ng-term unemployment even among steady workers.

Fiftl, ike nfaxinium of 13 weeks in additional benefits is not a long
enough time un(her recession conditions. This was demonstrated by
tl)e high rate of, oxhaustions of ihe extended benpfits in 1958 a;d 96.

It is too abundantly clear that there are weakqesses in botuthle con-
cept and the details of the triggered recessimil benefits. Nothing can
1)o done to make a fundamentally unsomud program ,Wortwhile, but
there are, stops Ohat voidd be taken to. alleyvj9to some, of th short.
comiigs. Vtablishing ft standard for the durtiP of $tate benefits
wold boa ,good. Jeg i~uning. If: a 'aker sfand4ad thp,a tlat ip
8, ,1991, weor estabtis!ed,Atm additional weks f bepoits, Wlhld bo
uijiforn for all e014tstee , t!at is, the same number of weeks for iffl.Ther clearly Wodd 1, full Federal financing fore6t4csded ecItit
paid *from a uni form increase in the Federal portion of the tax coptri-
bution. Lastly, tke umper of weeks of benefits should be more thin1: to, do Clio job under,' the kinds Of rece$in , W lavo iMeant y

however, Uuer the b tof circumstances te ,no iy to ma

a triggered recession-type lprograin do the job that is needed:for thxe
t.ong,,ru unemployed whose hick can run out at any time, and that is
tie reason we still like tle 'Feeral unemployment adjstuep4 bene-
fits" in 8. 191. .

Since the House has already exlremed itself so forcefully, there may.bo a oounpwonise that can be reached.in\'oling.1l wows of "Federal
!memriployflnt adjustment, hneflts' and 13. weeks ofj .reeason.tYPebenefits. . ..

SYetr afteryear, oir Statolabor organizat iodsnvafougi.for4 better
unmploent compenstion, .fro t!e benefit .tardt that !epubli-
cai wd(Diocratio a nmhistrtoxoi have oimen014" for 15 yours.
From these experiences we are. absolutely vonwai,: t4,t a, 4ronger
roles noed for the Fenolpartter bi ptghp .v,,

There are three basic reasons why the Stataese 4A t p ;) m 1) n
aided by the Federal Government:
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First, most State benefit provisions .aregeared to insufficient fmianc-
ing arrangement& Benefit levels are adjusted to the fund reserve
level instead of the financing' being tailored to provide adequate bene-
fits. The history of severarState programs in recent years tells this
story--2Pennsylvania, Ohio, Minnesota, Wyoming, and others. There
has"been a lack of interest in sound, long-term financing. Experience
rating and the dwindling tax base have substantially reduced reserves.
So long as legislative piicy is controlled by those who-% first concern
is the tax. rate rather, than the needs of the unemployed, the benefit
structure is going to suffer.

Second,' separate State programs financed entirely apart from one
another leave the whole system vulnerable to the unequal incidence of
unemployment.' The specter of insolvency is called forth to dis-
courage each State fromliberalizing its benefits.

The third reason that the Federal Government must set standards of
performance arises from the fact that many States consciously pursue
a policy of underfinancing as part of an industrial development pro-
gram to attract new industry through low pLayroll taxes. I doubt
whether the small variation in rates between States actually has any
significant influence on plant movement, but the lower rates effective
in some States are frequently among the sales arguments of those
States.

If unemployment insurance is to be insulated from interstate com-
petition, either the tax rates must be standardized, or there must. be a
minimum standard applied to benefits. Nothing could be clearer from
our quarter-century experience with this system.

We will not be deterred by false cries of "Federalization." The
AFL-CIO is not asking that the Federal Government take over the
basic program that.should apply to the first 26 weeks of unemploy-
ment.' We do not urge that separate State funds be abolished. We
do not argue that States cannot have different benefit schedules suchas those providin' more than 50 percent compensation at lower wage
levels. There is plenty of room for further experimentation with de-
pendent allowances, with measures of attachment and rules of entitle-
ment.

All we ask is that the Federal Government 4o longer allow moneys
raised by the Federal Unemployment Tax Act to go for State benefit
payments unless that State program does a creditable job. This is
not federalization. It is fiscal responsibility in intergovernmental
relations.

There is nothing new in the concept of Federal standards for the
distribution of moneys raised by a Federal tax; it is not even new
to unemployment insurance where some 30 standards, mostly of an
:administrative nature, already exist.

The modernizing of unemployment insurance-of focusing it to
the problems of the 1960's--is at'base simply a problem of clarifying
original purposes which have been corroded with time.

Meaningul wage insurance is the human element in a nation that
gives wide freedom to the allocation of capital. We should be willing
to refurbish our institutions so they' will serve move vigrotisly the
objectives of a self-respecting society.' '.

The CH^nmAw;, Mr. Meany, I want to thank you for what I think
is a trulygreat'statement. . ..
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Let tile announce that on the first round of questions of M[r. Meany,
I :mi going to impose on myself and every other Senator a 10-minute
limitation and thereafter a Senator can ask as many questions as he
wvaItts to.

I note that from the tenor of your statement, and from something
which I read in the press of occasion, that, labor feels somewhat frus-
trated about this Congress; that the two political parties, and the
)einocratic Party in particular, made a number of commitments that

have not been fulfilled, and that some of the main commitments that
labor was most. interested in did not happen.

It is worth pointing out that )our ship did not run aground in this
committee. You came here with medical care for the aged and re-
tired workers, and this committee went a lot further than the House
did; on the public welfare sector we went a. lot further; in the tax-
cut area we shed more sympathy for the kind of thing that your or-
ganization, representing workers, had advocated, than the House did;
,itd in most instances we prevailed on those things in conference with
the House.

The argument that this program should be absolutely sacred in
that the Federal Government should have no minimum standards
whatever is somewhat inconsistent with the views that have been taken
on everything else, is it not ?

Mr. MxANY. Well, it is inconsistent with the Federal tax which
was imposed 10 years ago, and a portion of it rebated back to the
States on the basis of the States meeting standards. So the idea of
Federal standards in this very field itself is not new, I mean, for the
distribution of Federal tax money.

The CHAMUIAN. Even in this field.
Mr. M?4Eiqy. In this field; yes, sir.
The ChAIRMAN. We do tell the States how the must administer

the program as far as their own employees and their own State or-
ganizations are concerned, don't we? They are required to have a
merit system and things of that sort.

In addition to that, Inotice that in dealing with public welfare we
have put a lot of standards inithe-e to tell the States that they must
do this and they must do that if we are going to match them with'Feder-
al money.-

One of those, I recall, was a pass-on prov-ision which said that we
are going to increase matching but if these States take advantage of
this to simply reduce their own contribution without benefiting the
needy they do not get that matching. We did this in this last social
security bill, and I think we had worked on that many times, and the
only reason it had not been done earlier was that there just was a tech-
nicil difficulty of how to work it out.. Everybody agreed the States
should be made to carry out the intent that we had in mind if they were
going to take our money in the program, and it would seem somewhat
inconsistent to me, and I would ask you if you would not agree to that,
for us to take the view that in every other program where the Federal
Government has a Federal-State relationship we could tell the States,
"Here -are certain minimum things you must do," then say, "Wait a
iniiute, on this program, this is absolutely sacred; we cannot impose
any sort of Federal standards in order to catrry out the intention of
1fh1s program. '

413
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Mr. MEA.Ny. Senator, it is not only a question of the Federal Govern-
ment's right to set standards but when you look at the whole programs
and the whole idea of unemployment insurance, there must be some
standardization or else the program fails.

Now, I was in this back in the early days in my home State, and I
can remember that we were keenly conscious of the relation between
the benefits and the wage that the worker got at the time. There was
a definite relation.

In other words, we had a $15 limit, but it was against a $23 average.
Now, if that was a proper standard at tlat tine, surely the standards
applied on a percentage basis should apply today.

The CHAIAN. You have also made a statement here on page 13
of the statement before me that in some respects here--by having no
minimum standards you say, "Many States consciously pursue a policy
of underfinaningthe unemployment insurance program"-Mr. UEANY. Yes.

The CHAIRMAN (continuing). "As a part of an industrial develop-
ment program to attract new industry through payroll taxes."

Now, I was somewhat amused when a spokesman for the U.S. Cham-
ber of Commerce on yesterday denied that to be the case.

Before I came here, before I ran for U.S. Senator, I was executive
counsel to the Governor of Louisiana, I was his lawyer in helping him
prepare hisbills, and that is the argument they made to us all'the time,
that "Here, if you provide any more of these benefits that is going to
so up the posts of our program that is going to make it difficult for us
to attract new ifidustries here," and every time therehas been a dis-
cussion in our State legislature of- the problem of providing more
adequately for these uninsured workers, that is the first argument they
have always made. I must say that it kind of gave me the impiession
that the national chamber ought to get in touch with the State cham-
bers of commerce.I Mr. MEANY. There is no question they use it, Senator. We' do not
think it results in an exodus of plants from one State into another, but
it is used, and it may have some inflnp ice.

The OHAIBMAN. Well, I pointed out an example of the benefit to my
State, and I would like to keep it that way insofar as the advantages
are concerned, but as, far as justice and fairness and equity, it does
not seem quite right.

Here we are bidding for a $50 million shipbuilding contract against
Maryland, a Maryland shipyard. We underbid them by $100,000 on
a $50,million contract. That is one-fifth of 1 percent.

Well, in our State, the minimum unemployment tax is 0.9 percent,
and here is a shipyard with a $500 million backlog (qf work that it is
doing, On the ther hand, here i5 this Maryland outfit with all sorts
of people out of work, With all those people out of work, they have a
poor rating, apd that means a tax rate of, 3.9 percent, W ' beat them
2.8 percent just on that one item.,

SomeStates perittlie iempl0Ymcnt tax to go down to zero, jimd so
one State qompeting With a4othei can say, "Here is way t''keep our
shipyard 6)1, of busiess, Let ms j'st do nthi g.q op neiployed
wor~r thatwe jt doi ot absolutely haye t.do."-_

It would seem to me there should've at leaSt some" sort o inimum
tax in this program, and to that extent I think you are right."' '
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I was impressed )3, an argument that you made, frankly, with which
I never agreed before. I never understood why you felt that a per-
son who had been fired for cause would be entitled to any unemploy-
inent insurance benefits at all, and I must say that you made a very
iil)ressive argument on that. That is the first time Ihave understood
the logic of it. But you have a very good argument.

Thank you very much, Mr. Meany.
Senator Williams.
Senator WILLIAmXS. No questions.
The CHAIRMAN. Senator Anderson.
Senator ANDERSON. I think it is a very fine and illuminating state-ment, Mr. Meany.On the very rt page you say I.R. 15119 is a completely unsatis-

factory measure. Supposing that gets before the Senate for action.
I ould you recommend that we vote for what it is, regardless or would
you just pass no bill at all?

Mr. MEANY. What was that, Senator?
Senator ANDERSON. 'The House took certain action, sent a bill Over

here, which many people think is a very good bill. You say it -is f
completely unsatisfactory measure. If it came before the 6enate
in the House form would you advise the Senate to vote for or against it?

Mr. MEANY. Well, this would be a question of legislative strategy,
and my offhand reply would be to vote against it.

Senator ANDERSON. You do not think it has any improvement in it
at all?

Mr. MEmxy. Well, the trouble is, and we were up against this situa-
tion on another very important bill a few years ago, and this mean s if
you take an unsatisfactory bill you more or less close the door, at least
for a few years, of getting any'improvement because the argument is'
well, let us see how this works. We gambled on this a year and a hali
ago and we have done quite well, as you recall.

The CHAIRMA9. It is a matter of the ting-Anderson amendment
to the social security bill. [Laughter.]

Mr. M fEA . Even thought weleft ourselves open to the ,charge that
we were hurting the recipients of social security by dwmyig them an
increase in benefltz at that particular time.

You see, Senator, we have had this problem back to t e recession
years, and you can look up our messages and our let(b'6rthat we
realized then that the passage of an emergency would just foreclose us,
and we were saying we want the standards looked at. We want some-
thing done 'about revising standards and improving them, and so on
and so forth. But we could ntt get it because, as I-say, the Congress
was concerned with the immediate thing, and once they passe an
emergency measure which provides for this supplement federal bene-
fits, well, they said, that takes care of the problem for now and we
do not have to do anything.

So I wouId say, in answer, that ratherthan a completely unsatisfac-
tory measure, we would .be willing to Wait for another go-around.
We have waited pretty long anyway.

Senator Armiamo. Well, I think it is a practical consideration that
may, come up, in the Swaiz and may add up th4 *y by pI Iofa
the house bill or reootmeidcdatou of the House bill beore we t.tke final
Action. :I wonder whatpur action willbe?
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Mr. MEANY. Well, you keep in touch with Andy. [Laughter.]
Senator ANDERSON. I do not have to check with Andy. He always

comes around earlier.
On page 4 you mention the fact that the number of people during

the year who draw benefits add up to 4I/ or 5 million persons. Doesn't
the Department of Labor have an actual figure on that?

Mr. MEANY. The amount of people, do they have an actual figure ?
This is this year's estimate. They will give you it for last year, I
imagine, but this is an estimate of this year.

Senator ANDESON. I was thinking if they didn't, somebody ought
to correct it because that is an important figure.

You have some reference on page 6 to the tax, Federal tax base and
increasing that to $6,600, whereas the House increases it to $4,200.

Actually, in terms ofm-I do not know whether my economist col-
league here would say, dollars, usefulness, What was the figure in
1936; $3,000, was it not?

. Mr. MEANY. In 1939, it was the same as the social security base at
time, which was $3,000.

Senator AwDERsON. Yes.
What would that $3,000 mean today in actual money, about $10,000 ?
Mr. MEANY. Much more than $10,000.
Sene, or ANDERSON. Much more that. $10,000.
Mr. Bi maER. At least $12 000 and maybe higher.
Senator AwEmmo. At least the raise from $3,000 to $4,200 and even

to $6,600 is not unreasonable in terms of the history,-Mr, B 'ILL. No., . '

Mr. MEANY. No, and actually, what We are trying to do, Senator,
and which we think is good logic, is to kep it at the same level as the
s o c ia l s e c u r it y b a s e , . . . .. .. .

Senator Am"rsoN. I think I was the author of the amend ment to
increase the social security base to $6,000, and I am glad to hav'e your
coni-ming opinion that was a good move.,

I have some questions about the bill but I do not think they are im-
portant'for the record at this time.

I do want to say to you, I think it is a very good statement bf the
situation.

Mr.Mz si. Thank-you. .
The CItAij'A r.'Senator Douglas.
-Senator DOULAS. Mr. feany, this'is a very carefully prepared

statement, and I think highly intelligent, and it brings, out a lot of
fresh arguments which I do not think I'have ever seen 'stated 'as 'suc-
cinctly or as well as you have done. . . , I .

I was particularly impressed with the principle which ydii advanced
that first, States shOuld be required to come up to a minimum 5.tahdard
of duration of benefits and payment for this'minimum standard would
then be a charge upon the so-called State funds;. and 'then, 'second,
that there b , in addition, an' additiiil "d ration borne by Fideral
funds,' not tied to'a triggering of a re& 98ion,'biit adjustd t6 individml
instances. . ., ,

Sithink this general pri cile is core0t. IHas your staff been able

to wIo'rk it. w hatf 'ao , any; woiildb. -reuired 'i. tfl'e 'Federal
shiii,6'6f *ti4'p. 'tihemplo"/iil~it iiiiallee ati" W6iild 6ii h140 in.-
crease the Federal share or wdifld thdlf1sisiff thi &b'rild Wage'bse
be sufficient to meet it?
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Mr. MEANY. Mr. Munts has had a figure on that, something less
than two-tenths of I percent.

Senator DOUGLAS. Two-tenths of 1 percent?
Mr. MEANY. Yes.
Senator DouGlAs. On what wage base, $6,600?
Mr. MUNrs. Yes.
Senator DOUGLAS. Suppose the wage base were $4,500?
Mr. MEANY. It would be correspondingly higher.
Mr. MUNTS. I do not know exactly.
Senator DOUGLAS. Would it be three-tenths of 1 percent?
Mr. MUNTS. I would have to calculate it.
Senator ANDESOx. Is it not true that the Department has figured

out that the two-tenths is. all you needed on a 4,20O base?
Mr. MEANY. No. This is witi the $6,600 base, is it not?
Mr. Mu.xms. Are we talking about the extended benefit program ?
Senator DOUGLAS. What proportion should theFederal share be if

you vest the Federal responsibility the extended benefits beyond the
standards?

Mr. MUNTS. An additional 26 weeks beyond the State benefits as in
S. 1991?

Senator DOUGLAS. An additional 26 weeks.
No, I was thinking of an additional 13 weeks.
Air. MuNTS. That would be substantially less than two-tenths.
Senator DOUGLAS,_ So that this would not ineamrs Federal deduc-

tions.
Mr. Bm3IILLER. If I may just interject for a mmeiit, Senator---
Senator DouGLAs. May I follow up for:just a minute. Would thisbe separated from the, amount require for the exmplOyient Offces?
Senator DoUGLAs.,'So that the total Federal share woiihi incese.

Mr. BmmLut. Thaks 'rght. , I' 'I 1 .1 , : .If I may just. iiitirje6t for, amomei~t, I think Sehator 'Aseronis
correct. that. it is' 13 weeks. M r M(unts was talking 4bout wvht 26
weeks 'v6uld be, and that is twoteiths on $6,600,

Mr. MBANT., We could go int6 it a; lit tlea deepi $enrator ad give
you a njemorandum as to What the Federal costs ,buld be at $4,00.

Senatr Douir s: This would be'over, aid abx t66hi4ent ddduc-.
tions for administrative purposes "

Mr. BIEMILLiF, lit has notling't:o d W th the k 04nfhistrktive tax.,
It is in addition to.

Mr. MipwY. We could give you oi e further iures on it to show
what it would mean under the $4,200 ,and the $6,600, and als6 under bhe
13 weeks as comparedto the additional 26 weeks.

Senator D0UGLAS. I wish bii Would. ;Is the reriesentativb ol the
Department of Labor here? Would, you have t, fureS checked
and submit figures of your own. reeie ,

mule 136'oa Athe f o(The following information was received fomentof
Labor:) I,,

The Department of Labor has estimated the cost of the several proposed pro-
grams qf addition al .benfit as,; . ,percentage rate on a $6,606 ale Wa6'e base
needed to fifane the p rOgra ov rer the next 'decade; "' Abrl4 d=t "t bfi 'ech
program andfth esfitarted, "cost- ite ona $8,600 ,wage baM6 6'iafollow,:

1. A 26-week extended benefit program as'contalaed fi',Si,091-rbogttj0,X/
(all Federal).
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2. A program of extended benefits restricted to those exhaustees with strong
labor force attachment (as in S. 1991) but limited to 13 additional weeks-about
0.15% (all Federal).

3. An extended benefit program for up to 13 additional weeks during extended
periods as defined in II.R. 15119-about 0.12% (costs shared-State 0.06%-
Federal 0.06%).

4. A Federally financed combination program of 13 additional weeks of benefits
restricted to exhaustees with strong labor force attachment (program No. 2)
plus 13 weeks for all exhaustees during extended periods as defined in I.R. 15119

program No. 3)-about 0.23% (all Federal).
5. Current Department of Labor proposed program for a combination of shared

costs if State pays relar benefits for weeks 27 through 39 and an additional 13
weeks of Federally financed benefits during extended periods as defined in H.R.
15119-about 0.21% (Federal 0.15%-State 0.6%).

All the above 4ost rates are expressed as rates applicable to a $6,600 taxable
wage base. Each cost rate would have to b6 increased by one-third to obtain the
equivalent rate on a $4,200 taxable wage base.

Senator DorcAs. Now, on the question of the amount, I take it
what you want is 50 percent of the previous earnings, subject to a
maximum of 50 percent of average earnings in the State is that
correct?

Mr. Mrw Xy. No.
Senator DouOLAs. I wondered if you would be willing to-
Mr. MEANY. No, it is subject to a maximum of two-thirds of the

weekly wage.
Senator Douows. Two-thirds, yes.
Mr. M.wy. Of course, this is really the insurance principle, Sena-

tor. I mean, that it was really intended when we passed these bills
originally.

I went Ithrough the first bill passed in New York State in 1935. It
was a bill tlat we presented. It was approved by the Governor, who
was afterwards Senator Lehman, and we went all through this whole
questibi.' Thre Were a lot of questions thrown in about need re-
quirements and all this, and we passed that bill as an' insurance
measure,' ad if ybu follow the insurance principle, then you have got
to relate benefits to the wage already earned and, of course, it rep-
resents proportionately the same problem. : y

Senator DoaLs. Agree with that'principle tompleely.
The question is about two-thirds or on-half. The Department of

Labor, I belieVe, is advocating one-half, Isn't that true, Mr. Merick?
Isn't it true that the position of the.Department of Labor is that bene-
fits should be equal to one-half of the individual wags subject to a
maximum of one-half of the average wage in the State?

Mr. MAimmoic. I am sorry, Senator. I was talking with Tom Vail.
I did not hear the question.

Mr. MEANY. Senator, as far as we know, they were behind the two-
thirds as it appears in the Senate bill, and we have no indication they
have changedtheir minds about that.

Senator DOUGLAS. The staff expert informs me that it is a three-step
proposal beginning at 50 percent.

Mr. BIEMILLER. Yes, 50, 60,662/3.
Mr. MEAfl. Yes.
Senator DoveLAs. Now, if you take a highly skilled workman with

weekly earnings, let Us say, of $150a wek, tiatl would make possible
unemployment benefits of $100 a week.
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Mr. MEANY. No; oh, no; but it has got to bA related to the average
weekly wage in the States. Tlhit is where that would hit the ceiling,
you see, before it ever got there.

Senator Douorts. Ibeg your pardon. So f the average wage w'ere
$110, that would be restricted to about $72.

Mr. MEANY. At the highestwhen it got up to the last step.
Senator DoUoLAS, I am glad to clear that up. That was my fault.
On this question of disqualification penalties, a worker is supposed

to have lost his job through no fault of his own to be eligible and to
be seeking suitable employment.

Mr. MEANy. That is-right.
Senator DOUoLAs. Genuinely seeking suitable employment.
We hear a great many comaints that the employment offices are not

very rigorous in trying to make the worker actually seek work and not
very active in trying to find work for him, and that they will content
themselves with paying out benefits, and not try to get the work for the
man. Some of these complaints are, I am sure, exaggerated. I am in-
clined to believe that some of them may have something to them.

What should be done on this?
Mr. MEANY. We do not take the position that the worker who either

walks out voluntarily or won't take a job should not be penalized, and
they certainly are penalized to the extent of several hundred thousand
every year.

But we think that it does not make sense if the worker has been em-
ployed, and from the viewpoint of the employer, if he has been eni-
ployed the required length of time, the employer is paying a tax which
really r represents earnings by that worker; in other words, anything
that is paid in there represents earnings.

Now, in order that you would have an orderly system you say to the
worker, "Well, if you quit voluntarily you just cannot draw these
benefits. This is not the idea to take care of a fellow who wants to go
on a vacation. This is to; cope with unemployment."

We are not trying to defend that, but what we are saying is this:
that you should not extend this penalty forever. If the worker turns
around, and all the Senate bill says is that he gets a hearing after a cer-
tain length of time, the worker turns around and says, 'Yes, I quit
voluntarily but I think I made a mistake. Now I want to find work,
I need to find work," you see, in the final analysis the problem that
these laws are directed to, the legislators and the Congress-legislated
too is the problem of the efeets of unemployment.

in other words, you are trying to insure the worker. and his family
against the economic consequences of getting out of work, and it does
not seem to make sense to say, in a case where a worker has voluntarily
quit and is not eligible, to say that he will never be eligible until he
goes back to work again because you are punishing him and you are
punishing his family indefinitely, and you are taking away, in a sen.ie,
rights that he did establish.

We have no quarrel with the idea of a penalty because you-could not
run this system unless -you had some restrictions that would prevent
people from saying, "Well, we are just going to go off on a vacation
and we decided we are going to draw on our unempo'ment insurance."
This is not the idea of unemployment insurance. You do not draw a
benefit from your fire insurance until your house gets on fire, and so we
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stick to the insurance principle. But, at the same time, we do not think
the worker should be penalized indefinitely.

All the Senate bill says, in effect is a er he pays his penalty of 6
weeks or whatever it is, why, then, lie should gbt a hearing, and if he
is then in a frame of mind that he is ready to accept work, and so on,
then he should be given his unemployment insurance.

In New York State, you know, we even recognize the fact that a
worker who went on strike and later became available for work was
ne played and was entitled to unemployment insurance, but not

until he had a penalty or a period of 10 weeks; in other words, on the
theory that even the worker who was on strike, voluntarily quit hisjob on strike, that he was entitled to benefits after a certain period.
If tl strike goes beyond 10 weeks it presents the worker and his
family with the same problem as if he had, been discharged. But we
are not arguing for that.

What. we are saying is that the penalty' against the worker should
not be life imprisonment, let. us put it that way. He should have a
chance. Suppose he has a change of heart, suppose he comes around
and says? "Yes, I walked out and quit, and 'I was very foolish, and
now I think I want a job," I think at that point he should be forgiven
and le should be allowed to draw the money that his work has put into
the system.

The money does not go in there unless somebody works for it. It
is all on the basis of a payroll tax, and somebody has to work for it.

Senator DOUGLAS. Dor't you get singlemen upon whom the pressure
for work may not be great, and you get men who are careless of family
responsibilities?

Mr. MEANY. Well, Senator, We are not saying that they should auto-
matically be put it. We are saying after they are penalized this period,
then they should -be given a hearing and they should look at it again.

Senator DOUXiLA4. One other point. Ithink the printers' strike in
New York is, I think, now in its 82d day. I have never believed that
the unemployment insurance fund should provide strike benefitS. I
think that is a responsibility of the labor movement,!( It, is on a 6-weekdisqufalification. ' ' , -:., " ... -. i I

Mr. Mfikxy' It is a 10-week disqualification.: I think there are only

2 States that have this. I do not know how many' had it originally.
New York and Rhode Island hav e it, but in New York it is a 10-week
disqualification, the theory being that the 10-week period of unem-
ployment insurance could not dq anything'toward financing the strike.

Senator DoUGLAS. They will: now be eligible in New York-
Mr. MrA € . Yes.
Senator DotLor.ks (continuing)', ',For unemployment benefits.
Mr. MEA.Y, Yes, they will.
Senator DOUOLAS. Without passing on the merits of the strike, it

would seem to me that this is a responsibility of the labor movement
rather than of the unemployment insurance.

Mr. MrANY. Well, Senator this was discussed at great length when
we passed the bill, I can tell you that, and there were a lot of people-

Senator DOUGLAS. You were very persuasive.
AfMr. MEANV. Certainly, a lot of people agreed with you.
Well the theory was that, yes, the 'labor union had to finance the

strike. But- after 10 weeks of financing a srike, no labor union can
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really pay benefits beyond a few weeks because the amounts become
astronomical. So the theory was after the 10-week period then tbh
worker, as an individual, if he was still out of work, he would be en-
titled to the benefits that he had built up while he was employed,
and after that point the question of whether or not unemployment
insurance was financing a strike became more or less moot, after the
10 weeks.

Senator DounLrs. It is very rare for strikes to go beyond that.
Mr. MEANY. But we had a very liberal Governor at the time.
Senator DOUGLAS. No prospects of immediate settlement.
Mr. MEAx. No.
Senator DOUGLAS. Unless you have better information than I have.
That is all, Mr. Chairman.
The CHAIRMAN. Actually, Mr. Meany, I think we had a provision

like that in the Louisiana law for awhile, and while we had it we did
not have any lengthy strikes.

Mr. MENTY. Even as Andy points out, even the striker, to be eligible,
has to be available for work. Now, of course, if the plant is struck
he cannot work in his old plant but he has to be available to take a
job.

The CIAutMIAN. Available to work somewhere else.
Mr. MEANY. Oh, yes.
The CIIAmAN. In other words, the logic, as I understand it there,

is that after a certain number of 'weeks you would not deny the 'bene-
fits because he declined to walk through a picket line, is what you are
talking about.'
M r. IEAWY. He was protected on that, but lie had to take suitable

work if it was provided. No, he was protected, they could not force
him to go through a picket line.

The CTAIRMAN.; But if you said, here is a job somewhere else, here
is' work that he can do, some other type of work, he could not get
the benefits if he did not tak nhojbg.

Mr. MEANY. Yes. e t j. ' .

The 'CIAMAN. I wus somewhat surprised to find that a lot of
States that have actually gotten thier experience rating in their stat-
utory minimums, where a person can get by with' zero tax, and some
States actually have an effective Zero rate for some employers.

Now, of course, that means they have to have a good experience
rating, but I wondered what the logi of wn insurance program that
is supposed to spread the risk would be where one fellow, because he
had - "...

Mr. MEANY. There is no insurance logic that brings it down to zero.
If you take it down to zero, then you mean the people who are best
able to pay won't pay, And the people who have the worst rating
and are less able to pay are the ones that are going to pay.

The CHAi1r!AN. Clinton' Anderson and lerman Tahnadge are my
insurance advisers. They are both in the insurance business m a small
way, and-

Senator ANDERSOx. I resent that last statment. [Laughter.]
Mr. MEANV. Senator, if I may be facetious for a minute, back in

the depression( days when we had the list of our legislators, there would
be alongside of each fellow's name, "Insurance' and we used to say
then that is another way of saying he is out of work. [Laughter.)
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The Chairman. What 1 am getting to is, if the Senator will pardon
me, if you have automobile insurance and you do not have ally acci-
dents over a period of years, you are entitled to a refund or cheaper
rate because you are, a good driv-er.

Mr. MEANy. Yes,'.
The CHAIRMAN. The idea of just paying nothing for insurance ini

the future just does not seem to make mnich logical sense to this Sena-
tor.

Let me see if I can find about one other point. With regard to
farmworkers it is the 'case, is it not, that farmworkers are frequently
out of work during certain parts of the year-during the winter season
or prior to spring planting, and that sort of thing-is that the logic
under which farmworkers were never included under unemployment
insurance?

Mr. MEANY. Well, the logic was back in the early days, it was not
the type of employment that you could very well cover, and especially
on the family farm where you had one or two workers, it was even
pretty hard- to estimate what wages were in those days. You know
what I mean. They got paid in kind and keep.

But today we have people who are, I would say are, properly char-
acterized as farmworkers, but who are really working in factories,
where there are thousands-you take the packing sheds in California,
and I have seen a packing shed with 3 000 people in it, but under the
rules they are defined as farmworkers, but yet they are no more farm-
workers than the people in an auto plant. It is just a great big factory.

The CHAIRMAN. It seems to me if we got around to doing something
about the farm labor thing that it might cause some modest increase
in the cost of food if the owner of the farm had to pass this on as a
part of his cost of doing business. But wouldn't the logic that sup-
ports a minimum wage be applicable there, that in the lat analysis
we do not care to save--in the hope of saving a penny here and a penny
there, we do not want to victimize the other fellow to the extent that
he has to go without the meager bit that it takes for him to exist in
decency.

Have you ever thought about trying to work out some sort of sug-
gested program of a different nature to insure farmers under this
program or some parallel program ?

Mr. MEANY. Mr. Munts tells me there has been some talk about a
different formula approach, such as that used in the old age and sur-
vivors insurance. But there is nothing in the bill about it. It was
just discussion.

The CHAIRMAN. On this argument about this social security tax on
tips problem, we went "up hill and down dale" on that thing for years,
and we finally worked it out so that everybody was happy.

Mr. MEANY. Yes. That is an example, if you really apply yourself
to a knotty problem you can come up witlf an answer.

The CHAiRMAx. Yes, sir. It was a novel answer, and you could
not have provided that answer for everybody, but we said, "Well, let
the employee pay the tax on tips at the employee rate and we will just
put him in the program, and we do not think we will lose money any-
how." We could do that for that isolated, relatively small group of
people.

Senator Anderson, do you have any questions?
Senator ANDERSON. No.
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Tlle CHAi-RAMAN ". Senator Douglas.

Senator DouoAs. I would irie to ask this question: There lhive
been proposals that the work of the employment offices be divided,
thht one branch concentrate on the payment of benefits, another branch
on finding work, and that these not be merely separate wickets; sep-
arate windows, in the same office, but that they be separate offices. 'I What would you think of that for large cities, so that the emplby-
ment function wouhd not be sv-allowed up by'the benefit function v

Mr. M'ANY. I do not offhand see any objection to it if it would AIake
the service better by sepai'ating the two activities, and they would be
better off.

Senator DoUGIAS. You have no opposition. I think it might be-
I am not certain, but it might be-a measurable step forward.

I am greatly pleased that you are continuing to take under your
wing farm labor on the big farms, the so-called factories in the Reld.
I have inspected a few of those farms in California, and I think they
need inclusion. There is tremendous pressure against doing this, but
it seems to me it. is important.

Do you want to add any statement on that point?
Mr. MEANY. Well, of course, Senator, my experience goes back to

where every measure that we introduced in the State legislature for
the benefit of workers, we had to exempt the farmer, whether there
was any logic to it or not, because we just could not get enough votes
unless we exempted the farmer.

Senator DOuGLAS. Workmen's compensation, for example.
Mr. MRANY. This of course, has gone on for years and, as I say,

exemption of agricultural workers became sort of a habit or a way of
life.

But whether there is some justification for exempting an agriciil-
tural worker who is assisting on a family farm or on a small farm.
with two, or three, or four or five people employed, there is, no logic
under the sun which'can support the exemption of the factory Oifi-
ploying 2,000 or 3,000, or 4,000 people just because the goods they are
processing happen to be from a farm, and this in the situation we have
where th6re are exemptions and all sorts of laws for people in 'the
agricultural field which apply to factories, and these packing sheds
in California are factories,

Senator DOuOLAS. I have no more questions.
The CHAiRMAN. Senator Hartke.
Senator HARTKE. Well, Mr. Meany, I am sorry I am late, but let

me ask you a-bout this triggering device that is in the House bill. " What
about the man who lives, for example, as we had tragically demon-
strated to us, in South Bend, Ind., who was working for the Stude-
baker Corp. w f

Now, they closed down their operations in South Bend with the re-
sult that people who had over 30 years of seniority in many cases, were
suddenly, and without any fault of their own, thrown upon the market-
place with no jobs and with no real hope of finding a comparable pay
job in that community. Unemployment went up to about 11 per-
cent overnight, and yet statewide and nationally we were in a period
of relative prosperity. There would have been no triggering device
which would have--

Mr. MFA;Y. In other words, your point is that the triggering de-
vice would have to be individual.'

65-992-----28
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Senator HARTKE. Well, the triggering device in the House bill has
two triggers, one statewide and one nationally.

Mr. MEANy. But there is no triggering device in the Senate bill.
Senator HARTKE. Well, none in tle Senate bill at all, no. What I

am talking, about is the triggering device in the House bill which, at
the present time, is the one which has been receiving quite a bit, of
comment, and the one which some people, especially the State direc-
tors, indicated they wanted.us to rubberstamp.
. What I was wondering about was this, don't those people who lose

their jobs in such a situation suffer just as much and don't their fami-
lies sutfer just as much as if there had been a nationwide recession with
high unemployment?

Mr. MEANY. Well, this is one of the reasons, of course, we took in
our statement for opposing the House bill, for that very reason.

Senator HARTKE. In other words, you really favor the Senate bill.
Mr. MEANY. Where the individual stands on his own and he gets

his benefit as an individual.
Senator HARTKE. You favor the individual approach that is in the

Senate bill, rather than worrying about what happens in the overall
picture so far as the national economy is concerned.

Mr. MEANY. That is right.
Senator HARTKIE. It is something he cannot control.
Mir. MEAxY. That is right.
Senator HARTKE. Well, now, maybe we do not have to worry about

that triggering device so much if the present information which I
have received is true; that is, that one of the major automobile sup-
pliers, as I understand it, is preparing a little different approach
toward the new 1967 automobile production. Under normal circumn-
stances, the new models are stepped up over the number which are
produced off the assembly line at the last of the old model year.
Ordinarily, you would be producing in the first month at least,, more
automobiles on an hourly and daily and monthly basis during the first
run of the 1967 models than you did when you ran the last run of the
1966 models, I just want to bring to your attention. I hope you
people are prepared for this. The new run is to be 40 cars less per
our for each assembly line for this major manufacturer. This

indicates to me that we are facing a real cutback, at least, in auto-
mobile production. This will probably foreshadow the anticipated
turndown in automobile sales even -beyond what we have had so far.

I might point out, and I think that probably you will agree to
this, that in the homebuilding industry we are in a recession now, are
we not?

Mr. MEANY. Yes, we think so.
Senator HARTKE. And yet for the Nation, since the unemployment

has not reached that triggering device which was necessary in the
House bill, these people who happen to be in an industry which is
recession-hit at the moment, are just out.

Mr. MEANY. They are out, no triggering for them.
Senator HARTKP. No triggering except possibly the triggers of un-

happiness of mom and the kids at home.
All right; I have no further questions.
The CHAIRMAN. Let me see, I did have one other thing I wanted

to mention. Where do we stand on this-maybe Andy Biemiller
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knows--where do we stand on this minimum wage bill right now?
Has the House passed that bill I

Mr. BrximLLER. The minimum wage bill has passed the House. It
has been reported by the subcommittee of the Senate, and we hope
to have action by the full committee of the Senate very shortly.

The CHAIRMAN. Does that minimum wage bill include farm labor?
Mr. Brwmu 2. It includes farm labor where there is employment

of 500 man-hours in any one quarter. As a rule of thumb, it would
work out to about eight employees or more;

The CHAIRMAN. So now when that happens, that may very well
result in an increase in farm prices.

It seems to me we should anticipate that that might occur in some
areas. Would you anticipate that that would likely be the case?

Mr. BIEHMLER. It might mean a very slight increase. I do not
think it is going to have any tremendous effect upon the market.

The CHAIRMAN. Well, as a practical matter-,
Mr. BimimLLER. It. is only a dollar an hour.
The CHAIRMAN. As a practical inatter, it seems to me, a minimum

wage for farm laboris an unseen benefit to the snall farmer because he
is really competing with-actually he has a small piece of property
which is his investment that he is farming, and he has his investment
in his labor. Most of what he has to offer is his own labor on his own
farm, but he is competing with this farm labor that is being hired at
these subminimui wages, so that it would tend to bring farm prices
up somewhat in the area where he is competing, and that would give
him a better chance to survive in competition if the person with whiom
he is competing had to pay a decent wage to his faim labor.

Mr. B IEMILER. The Farmers Union, which as you know is com-
posed primarily of family farmers, is enthusiastically -behind the bill,
and I have no doubt that your argument is one of the reasons that
inmpels them to that position over and above the fact that they basic-
ally support sound programs.

Ti'he CHAMIMAN. I should think that is a good reason. But in view
of the fact that these farmers who have eight or more employees are
in for an increase in cost anyhow with this minimum wage bill, it seems
to me this might be a good time to get it over with and let it all go into
the pot at one time.

Have no further questions.
Senator DOUOLAs. Following that, you have been an advocate of

eqlal coverage as between minimum wages, social security, unemploy-
ment compensation.

The CHAIRMAN. Yes.
Senator DouOLAs. So it is your argument really that we should have

the same coverage on farm labor for unemployment compensation as
we develop it for the minimum wage.

The CJAIRMAN. It seems to me t nit it is good to have, for purposes
of making the law so people can understand it; it is good where you
can try to have, all things being equal, to make the numbers and the
standards parallel or try to equal them out.

One thing that makes it so difficult for housewives is when they had
this fractional breakdown under social security where you had to
figure. oiit to the last penny how much you paid the maid, and then
you had to go to work and multiply that by 38/, or some such thing.
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If I do say it, my vote to include domestic labor in social security has
given me some problems at home. [Laughter.] . ,

I coulh solve half the problem by simply assuring Mrs. Long tlat I
would pick up the tab for the difference between, what she was paying
in the past and what'she would pay in the future. But the bookworkthat is imposed on her has really given her' some difOulty fr n time
totime and created some complaint from the other half,of my family.
So if you can get these things where they an more understandable,
other things being equal, it would seem tome to be a, good thing.

Thank you very much.,
Mr. Myi.ANY. Thank you.
Mr. Bi xrLnum. Thank you very much.
The CHAIRMAN. Our next witness is Mrs. Elizabeth Wickendei,

National Social Welfare Assembly, Inc.
We are pleased to have you, Mrs. Wickenden. Would you just pro-

ceed in your own fashion.

STATEMENT. OF ELIZABETH WICKENBIEN, TECHNICAL CONSUL-
TANT ON PUBLIC SOCIAL POLICY, NATIONAL SOCIAL WELFARE
ASSEMBLY

Mrs. WcKHFNDin. Yes.
My name is Elizabeth Wickenden, and I appear today in my ca-

pacity as consultant on social policy and legislation to the National
Social Welfare Assembly.

Senator, if I may--
The CHAIRMAN. Mrs. Wickenden, I believe that what we had

planned to do was to limit witnesses to 10 minutes, allow them to sum-
marize their statements, and print the full statement, and then allow
such questions as Senators propose to ask.

Mrs. WicKENDrN. You anticipated what I was going to request,
which was that I be permitted to file my statement with the reporter
and simply highlight some points, and also submit certain documents
for the reord.

(The prepared statement of Mrs. Wickenden follows:)

PREPARED STATEMENT OF ELIZABETH WICKENDEN, TECHNIC CONSULTANT ON
PUBLIC SOCIAL POLICY OF THE NATIONAL SOCIAL WELFARE AsSEMBLY

My name is Elizabeth Wickenden. and I serve as technical consultant on ques-
tions of social legislation and.policy to the National Social Welfare Assembly and
its Committee on Social Issues and Policies.

The National Social Welfare Assembly is the national planning and coordinnt-
Ing agency for the social welfare field. Seventy nine national voluintari and gov-
ernmental agencies in the field are currently affiliated or associated with The As-
sembly. In addition, 911 qxiestlon of national policy and legislation it works in
close collaboration with the five hundred local welfare councils affiliated with
the United Community Funds and Councils of America. Its work in this area
is largely spear-headed by its Committee on Social Issues and Policies of whieh
Mr. Philip Bernstein,, Executive Director of the Council of Jewish )ederations
and Welfare Funds, is Chairman. At its last meeting held on May 18th of this
year, the Committee requested that we present testimony on the pending measure,
which was reported by the House Ways and Means Committee on that very day.

The voluntary welfare agencies in whose behalf I speak today have a lual
interest in the subject of unemployment insurance. In the first place as employ-
ers of substantial numbers of employees not currently protected by the existing
Federal unemployment insurance law, they are naturally interested in the pro-
posals to extend coverage to this group. In the second place they are concerned
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with all measures to reduce the extent of poverty and insecurity which affect
directly the welfare of those they serve.

Two actions have been taken by The Assembly to assist its constituency in
evaluating their position in this area. In the first place, anticipating that the
questionn of coverage under unemployment insurance would shortly become an
issue, a special Subcommittee on Unemployment Insurance Coverage for En-
ployees of Nonprofit Organizations was set up in 1961. This committee decided
to undertake a survey, in cooperation with the Bureau of Employment Security
of the U.S. Department of Labor, in order to secure a factual assessment of the
amount of unemployment experienced by employees of voluntary organizations in
this field and the possible cost of unemployment insurance Coverage.

I am leaving with the Committee a copy of the report of this survey which was
released In January, 1964. Without undertaking to summarize its methods and
findings, I would like to state that it, revealed-contrar, to the general assump-
tion that social welfare is a field In which involuntary unemployment is a rare
occurrence--a substantial Incidence of involuntary separations. In the sample
check that was made of unemployment experience in twenty-one organizations,
a figure of 18% involuntary separations was found. Since manywelfare organi-
zations run seasonal programs such as summer camps, at least a part of this
number can be attributed to this type of employment. However, a further fol-
low-up spot check revealed that approximately half of this number or 9% did,
in fact, suffer subsequent unemployment of some duration. , 0

When the Administration'e proposals for updating the unemployment insur-
ance program were submitted in 19065 and incorporated in H.IR. 8282 and S. 1991,
a second step was taken by The Assembly acting through its Committee on Social
Issues and Policies. Another subcommittee was appointed to study the issues
presented by the proposal and a statement representing the consensus of the
group was drafted. This statement, after review and approval by the full coun-
iittee, was then circulated to all the national organizations affiliated with The
Assembly and to all local united funds and welfare councils throughout the coun-
try with the request that they indicate whether they wished to endorse this state-
ment as an organization or in the name of their executive. As a Tesult of this
rather hasty circulation, twenty-three national, statewide and local organiza-
tions endorsed this statement officially. In addition-because of policy or time
limitations precluding organizational endorsement-fifty.three heads of such
organizations signed the statement in their personal capacity. Since that time
several additional national organizations, including the three national organiza-
tions representing the principal social welfare activities of the three major faiths,
i.e., The National Council of the Churches of Christ in the USA, the National
Catholic Welfare Conference, and the Council of Jewish Federations and Welfare
Funds, have adopted official positions which are substantially iL accord with the
views expressed In this statement.

I would now like to present this statement (I am appending to this testimony a
list of its signatories) and subsequently will discuss its Implications in terms of
the pending bill:

"We the undersigned, associated with the voluntary social welfare field, wish
to urge, either In behalf of out organization or speaking from our personal ex-
perience, favorable action by the Ways and Means Committee on amendments to
tMe Social Security Act which will increase the effectiveness of-the unemploy-
ment insurance system in terms of wider coverage, .more adequate benefit levels,
extended duration of benefits and policies better adapted to current labor market
nteds. While most of outr organizations have not taken a position on the specific
detailed provisions of H.R. 8282, we wish to express our support for legislation
which will carry out the following broad principles.

"1. Prevention of seed. A primary objective in all welfare policy i the de-
velopment of programs and policies which will prevent economic need and thus
r(ilue the necessity for large public assistance caseloads. Public assistance is
Imth a heavy cost burden to the tax-paying public and an unsatisfactory source
of income to the individual, especially the able-bodied worker unemployed
through nO fault or choice of his own.

"Unemployment insurance was intended to prevent need and dependency by
assuring to the unemployed worker an objectively determined income which,
related to his former wage, would be sufficient to carry him through a period
of Joblessness without requiting him to apply for assistapee or.onke drastic
alterations in his way of lie. At the present time, however, It Is not fulfilling
this purpose because Its privisions have n0t been uplated,4oai. ta adywauic
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relationship to the economy as a whole or to the changing character of tihe labor
market. Specifically:

"Its coverage is inadequate and should be extended to as many occupations
as feasible, looking toward the ultimate protection of the total working
force. We are especially concerned about the lack of protection for em-
ployees in agricutural occupations and small firms where the risks may be
great.

"Benefit levels are inadequate whether measured in terms of wage replace-
ment (by which standard its adequacy is substantially below what it was
in 1939) or in relationship to the current concept of a poverty level. They
need to be brought up to a higher standard both with respect to the average
Imyment and the maximum limitations now imposed by states.

"Duration limits are inadequate by any standard and do not recognize
the extent to which much current unemployment invloves long-time readjust-
nients in skill, location, and occupation. As a result many workers who are
exhausing their benefits before Pfding a new job or making these adjust-
ment% have no recourse but to turn to public assistance. Changes in the
durational requirements of state programs and recognition of the distinc-
tive character of long-term unemployment through a special program for this
purpose are, therefore, urgently needed.

"Policies to encourage retraining, relocation and other longtime readjust-
ments by the unemployed worker are also necessary if need, dependency, and
demoralization are to be prevented.

"2. Federal leadership. Unemployment is necessarily a national problem to
the extent that ours is a national economy In which both employers and workers
must function in a national marketplace. The original provisions of the Social
Security Act recognized this problem by combining state administration
with a tax-offset system which virtually assured a nationwide system operating
within common nationwide standards. But these standards can only be effec-
tively adjusted to change in the economic situation through federal action, for no
state can move very far ahead of the others in liberalizing its provisions without
endangering the empetitive position of its employers in the national market by
adding to their cost of production. Only through changes in the federal minimum
standards can they all act simultaneously so that all workers may be adequately
protected without-endangering their own Jobs through competitive disadvantage.

It is. moreover, obvious that unelployment falls unequally on the several
states and that a high incidence of long-term unemployment affects adversely
those statb unemployment insurance funds least able to bear the cost of Iezefits
adequate in amount and duration. Only the federal government through special
financial aids to the states and through federally-financed long-term h'na'iits
can solve this major problem.

3. Unemployment insurance for workers in non-profit organizationts. In View
of our general support for'a more effective and broadly inclusive national unein-
ployment insurance system, it would be obviously inconsistent not to favor the
extension of protection against income loss due to unemployment to our own
workers. A spot study- by the National '-octal Welfare Assembly* showed that
such unemployment, while not extensive, does In fact occur among the employees
of voluntary non-profit organizations and tiat some of their employees move
between covered and currently non-covered employment, thus endangering their
benefit rights. On the other hand most voluntary organizations would lie
extremely hard-pressed to share in the costs of carrying the higher-risk employers
without endangering their ability to perform the services for which they receive
contributions from the public. We. therefore, predicate our support for the
extension of compulsory coverage to the employee of non-profit organizaItion.s
on a special financing provision, such as that included in H.R. 8282, which wouhl
permit states to limit the cost to employing organizations to the actual aiount.s
of benefits extended to their own workers.

In Interpreting this Atatement in the light of subsequent House action, I a1m
obliged to speak as arr individual assessing the House-passed bill in the light
of general attitudes expressed by those for whom I speak iti earlier discussions.

On the 40,1611 off'speelal financing for the coverage of employees of non-protit
agencies. H't. 0119 is mbre responsive to out lpositlon than the Admainistrat 1on
bill Inaonfifeb tt it Alihthates the FEderal tax, and "permits organizations the
option of. 'Othti iIth'tftll'sing the' State. for, inemployment insuraneepaynteitts

*1bid 6tiVo Et5omifinlttiee' or its infi-rftlon.
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actually attributable to unemployment in their own services or of paying the
regular tax. InI this connection I would like to draw to the Committee's a ttent if n
it letter of July 29, 1965 from Mr. Lyman S. Ford, Executive Director of the
United Community Funds and Councils of America, Inc. In which he urges this
action. (Submitted for the record.) I am sure I speak for all voluntary welfare
organizations in urging the retention of this provision of H.R. 15119.

The extension of unemployment insurance to employees of non-profit agencies-
even on the more limited basis provided by H.AL 15119--is an important step iII
extending the protections of law to this increasingly significant segment of our
work force. Every day it becomes more evident that the expanding frontier for
useful employment lies in the area of services and that a substantial part of such
service will necessarily be performed on a non-profit basis. Those who perform
such service cannot be treated either as second-class citizens or second-cless
members of our work force.

From the point of view of broad public policy H.R. 15119 is far less in accord
with the general priixcijles spelled ou1t in our statement than S. 1991. In that
statement we urged the adoption of mandatory Federal standards inI order to
assure a nationwide program to deal with a nationwide problem and thus to act
as a measure of prevention for the poverty and insecurity which is. our primary
concern. Now in a period of relatively high employment is the very time when
we should be taking the steps necessary to strengthen the central institutional
structure which protects our working force against the social hazard of earnings
loss due to factors which lie beyond the control either of the individual worker
or his employer.

Today there is widespread concern on two fronts:, (1) the unpredictable impact
on employment patterns of our rapidly expanding technology and (2) the in-
tolerable persistance of poverty for a considerable part of our population in an
economy characterized by unprecedented affluence. In 1961 the National Social
Welfare Assembly adopted an official Position Statement on Public Welfare inI
which it stressed the primary importance 'of those measures that prevent need
(and hence the dependence on public assistance or other measures based on
Income deficiency).,before it occurs. A system of unemployment insurance ade-
quate not only in coveragebut in the amount, duration and circumstances of its
benefit proylions is an essential part of such a policy.

Last year I wrote an article entitled Unemployment riinuraice and the War
on Poverty in which I undertook to analyze the potential role of this program
in preventing poverty and the ways in which its present operation falls short in
meeting that goal.. I would like.to present this article for the hearing record
in support of this general statement. But as one example I would cite the fact
that the Federal.government currently uses a broad figure of $3,000 as the ineas-
ure of pOverty for a family of four '(and there is an increasingly articulate goup
that advocates a Federally-guaranteed minimum income of this amount) while
average uuemployment insurance payments (In'a program designed to prevent,
poverty by maintainingg income) fall welt behind this amount and only a few
states permit payment at this level even in the most favorable circumstances. - ,

Our statement to the House Ways and Means Committee stressed the fact that
only through Federal leadership expressed in terms of required Federal standards
could this problem be solved.

If we are going to continue to use state administrative machinery to deal with
problems which clearly derive from econbmlc and technological conditions lWhich
transcend state boundaries and control, we must surely find better methods to
develop standards which are not solely determined by the economic and loltical
conditions witlhn a, single state. Federal standards in a nationwide but state-
administered program-far from being the threat to the vitality and survivhi! of
state government that some critics nialntain-u-offer the oily'practical ia4,la9l to
meet the challenge of the day and' thus strengthen otategovernment. It Is, more-
over, important that Federal measures to deal with the 'additional burden, of
concentrated extended unemployment be closely related to such standards aI tile
basic program so that the underlying institutipial structure may be strengthenedI
to weather such a challenge. '

Social' welfare does 'not claim any nion~Tpoly on the foresight needed to
strengthen eo~r instituttional measures to prevent new social problem before they
ocetr. ' But, representing as' Nye t!o the agencies, to. which the, victims of such
prolbems turn we are in a good position to know the heavy price tl)ey. exact in
individual suffering. It is from this vantage point that we maie' our plea.-
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Mrs. WICKEN-DEN. I suppose that I represent here the welfare point
of view on this legislation. The National Social Welfare Assembly is
the national planning and coordinating body for the welfare field. It
includes 79 national welfare organizations, And it also deals on matters
of national legislation with 500 local welfare councils in various
coinmunities.

Mfv point, of view that I express here today is officially that of the
voluntary welfare field but, as you perhaps know, I have for many
years been, associated with public welfare in various capacities and,
therefore, to some degree it reflects the problem from the point of view
of public welfare.

There are approximately 42,000, I should say tl~ere were in 1960,
42,000 people employed by voluntary nonprofit organizations. So in
ofle sense I am here representing a group of employers, and it may be
rather excptional that I am here supporting coverage for these em-
ployees on the basis of the House-passed bill.

But the welfare organizations generally are very much concerned
wit ithe social system, its effective functioning and, particularly, those
points at which it is creating a problem in terms of poverty, unsecurity,
hardship, -and so forth, for the people who are obliged to turn to both
public and voluntary welfare agencies and, therefore, I am also speak-
ing on this legislation from the point of view of general public social
policy.

Now, from the point of view of the employer, I might mention, be-
cause I wish to put it in the record, that in 1961, anticipating that this
question of coverage under unemployment insurance would become an
issue and, of course, even in our group there was some reluctance to
face taking on an additional charge, but being in th6 welfare business
we felt that. we should investigate whether there is actually any risk of
unemployment in the field of voluntary social welfare and, therefore,
x-%e made a survey and I would, with your permission, like to insert this
in the'record.

(The document referred to may be found in the committee iAiels)
Mrs. WICKEND*N. It was, of course,, a spot check. We did it with

the help of the- Bureau of Employment Security in the Department
of Labor, and rather to the surprise, I think, of some we found that
contrary to the general belief that there is no unemployment in this
field, that there was an evidence of some, not excessive, but some,
unemployment. I .

Specifically, we found that there had been evidence of 18 percent
involuntary separations, and on a spot check subsequently that 9
percent of these people had suffered a period of unemployment.

Really on the basis of this evidence and on th6 basis of a general
principle of supporting social protection for all workers, we have
a very substantial body of support for coverage.

However, since they cannot pass on any consumer the costs and
are, as always, hard-pressed to find money from voluntary ¢ontribu-
tois, we have supported the idea of special financing, any from that
point of view actually the House bill is preferable to the Senate bill,
in that it does exempt voluntary nonprofit agencies from the Federal
as well as the State tax and-peri~ts an aetual cost basis of r1imbae-
ment if the agency agrees. '
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In that connection I would like to insert in the record at this point
a statement of the United Comnmunity Funds and Councils which,
as you know, has the job of raising the money for these agencies.
(The document referred to maybe found in the committee files.)
Senator DOUGLAS. Mrs. Wickenden, would you permit me to ask

a Qution at this point.?
Mrs. WICIENDEN. Yes.
Senator DOUGLAS. What you are advocating is a separate industry

pool.
Mrs. WicENDEN. Yes.
Senator DOUGLAS. Would you say that the clothing industry should

ask for a separate pool, the public e employees for a separate pool, the
bakeries foi a separate pool V Would you advocate a State fund ?

Mrs. WICKENDEN.. Well, I think hi this, in answering your question,
I would have to separate the viewpoint of those that I represent and
my own theoretical viewpoint because I feel that social insurance is a
universal system.

Nevertheless, I think it is rather remarkable that a group of people
who are very hard pressed, a group of organizations, employers, ex-
tremely hard pressed for financing, are very conscious of their obliga-
tions to their clientele and liable to serve them, will come in and ask
for the imposition of any ei'tra financial obligation.

So you might say, in a sense, that this separate financing provision
is the price, as it were, of theil support for the extension of this pro-
tectionl to their employees.

There are among these% organizations, I should make clear, that
there itre considerable differences among them. For example, I am
alsq 4 consultant to the YWCA, The YWCA has always supported
cve1grage itm no separate financing provisions. So I have to make
a distinctionamnong the various ones.

If you asked my personal opinion I feel we should--that all em-
sloyeis Shoulbe overd, and this should be part of the cost of the

Wen the administration's proposals-I wanted to. ask permission
to insert, ne other document in the record, and that is I would like to
say that all thre6 6f the major religious organizations in this field
have supported coverage, and two of thaw have supported the general
question of national leadership and national standards that I am about
to discuss. I notice that Monsignor Higgins has submitted a state-
ient for theNational Catholic WTelfare Conference; the Conference

of ,Towish Federa~ton and Welfare Fund have submitted a statement,
and I would like at this point to insert also the statement. of the
National Council of the Churches of Christ which was adopted by its
General Board in February 1966.

The CRARMAN. Without objection.
(The document referred to, followS:)

A PoLIoY STATEMENT OF THE NATIONAL COUNCIL OF TIPE CHURCHiS OF CInRIST
,IN oplTpxT, D pAq.S. OF AMnaqA-lJNEm.PwimYMENT INSURANCE AOPTED Jy
THE GENFBAL hOAR1, FERRUAny 24, 19W*
Whereas, the Christian obligation to bear one another's burdens fnds;,partial

expression Mixh PbI1ing of risks through various forms, oa insur pee, 9 1 1 ,
Whereas, personal and family security and mra4e are shattered by the inter-

ruption of income through continuing unemployment, and
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Whereas, unemployment insurance benefits can help persons avoid poverty
and unnecessary reliance on public assistance funds by mitigating the wage
loKs resulting from involuntary unemployment of the breadwinner, and

Whereas, benefits payable under unemployment insurance operate autonat-
ically and speedily to support consumers' purchasing power, and help to maintain
effective demand and employment in the economy, and

Whereas, the General Board of the National Council of the Churches of Christ
in the U.S.A. has adopted as its position the statement that both the federal
and state governments should participate in providing adequate unemployment
compensation, recognizing that this calls for increases in the amount, duration
and coverage of unemployment compensation now available under present lawvs,'
and

Whereas, the National Council has also expressed support of the specific ap-
plication of -this policy with Tegard to agricultural workers; 2 .1 ,

Therefore, the General Board of the National Council of Churches reaffirms
such previous policy statements related to unemployment insurance and now
further affirms that:

1. Coverage under unemployment insurance should be extended to all
employees who receive wage income without regard to the size, nature, or
place of the employing unit.

2. Payment of unemployment insurance benefits should be adequate in
amount to sustain human dignity, while preserving incentives to seek fur-
ther employment, which benefits

a. are at levels related to the beneficiary's previous wages, with fed-
erally established minimum standards aimed at the payment of at least
one-half of his average weekly earnings up to an established maximum
related to the state-wide average weekly wage;

b. do not discourage participation in training programs nor mobility
on the part of the beneficiary in his quest for work; and

c. do not, -through unreasonable disqualification rules, unduly penalize
the jobless worker by preventing the payment of benefits during involun-
tary unemployment.

3. Payment of unemployment insurance benefits should be available for a
period of time sufficient to provide a minimum period of interrupted income
from gainful employment with

a. benefits from the state unemployment insurance fund for a substan-
tial period while the beneficiary searches for employment; and

b. extended benefits from federal funds to the claimant who has ex-
hausted his state benefits but still has not found work, foran additional
comparable period to allow the claimant to make whatever reAoiJust-
ments in skill, location, and subsequent employment are necessary.

4. For dealing with persistent unemployment, long-term social and eco-
nominc provisions, such as the development of new abilities and enterprises
and programs of personal rehabilitation, manpower training and area rede-
velopment should be utilized in close correlation with unemployment insur-
ance programs.

5. In view of basic differences in economic structure and In the extent of
unemployment as between non-profit organizations and private industry, the
extension of coverage to employees of non-profit organizations should be made
with financing provisions which would recognize these differences.*

The General Board commends this Statement to the churches for appropriate
action and also authorizes representatives of the National Council of Churches to
testify at legislative hearings in support of the principles embodied in the fore-
going sections of this Statement.

65 for; 5 against; 2 absentions.

Ml's. WiKFNDEi. Now, when the House, bill was introduced-I
should say the original bill, H.R. 8282 and S. 1919-we did at that
point set up a committee, and we did adopt a statement which is in-

I Policy Statement on Christian Concern About Unemployment, adopted by the General
Board. June 4, 1958.

2 Policy Statement on Ethical Goals for Agricultural Policy, adopted by the General
Board. Tune 4, 1958.

*This paragraph is considered to be, in harmony with the Intent of Section 203(c) of
M.R. 8282as Introduced In the 89th Congress.
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Clouded iII Illy general prepared state ement, stressing three general points
which I woulT like to discuss.

According to our normal procedure, we circulated this statement,
and on the basis of that 23 national organizations signed ,the state-
ment, and 53 heads of organizations signed in their individual capacity
indicating their support for ,the principles that are there set out.

I am going to discuss these in reverse order., I should say that this
statement en)hasizes three points:' the role of unemnhploynent insur-
ance s a preventive of need; the desirability, in fact, t!i indispensabil-
ity, of national leadership; and the question of coverage for, nonprofit
organizations.

Since I have already discussed to some extent the question of cover-
age, I would like, to spend whatever time I !ave on :tliese other two
questions, especially since they are in an area in which I have really a
special competence. 

I think many people get very confused these days'in the discussion
about the war on poverty, about those measures that are st, up to deal
.with poverty after it occurs and those which are directed'to prevent-
ig poverty.

Unemployment insurance clearly belongs in the latter category and
we, who are in the welfare business, feel 'that this is the better way to
deal with poverty.

I happened to start working in 1933 with Harry Hopkins in the
Relief Administration, and from the very moment that we began deal-
ing with the actual problem of poverty, we began also, at the same
time, participating in the committees and other efforts to devise meth-
ods by which this would serve to prevent the occurrence of poverty,
and which would permit people to have their entitlement to benefits
on some basis other than actual need, and to this day that continues to
be the Official position of the National Social Welfare Assembly and
of virtually all organizations that are concerned with welfare.

Actually, at the present time we have a great deal' qf discussion
about who is,: as we now say, in poverty. We use a figure of $3,000
as a rough gage; $3,000 translated into a weekly figure" is about $57.

You can see that we have very few unemployment insurance benefit
levels in the States that are even permitting States to meet that level.

What people do not seem to realize is that if you 'do not prevent
people from becoming poor by an adequate system of payments that
are based on some entitlement other than poverty, you are going to
pay anyway in your very heavy welfare costs or, possibly, in such social
costs as we are now experiencing in some of our larger cities.

So that this is not altogether a matter of whether you are going to
pay; it is a matter of whether you are going to do it in a construc-
tive way that is satisfactory to people or not.

For that reason, we strongly urge such measures as are incorporated
in the Senate bill which will have the effect of making this a more ef-
fective preventive of need, and in that connection I would like to put
into the record an article I wrote last year called "Unemployment
Insurance and the War on Poverty," in v;hich I point out the various
ways 'in 'which this is failing at the present time to perform that
function.

(Tle document referred to follows:)
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[From the Unemployment lusurance Review]

"UNEMPLOYMENT INSURANCE AND THE WAR ON POVERTY"

Elizabeth Wickenden*-

In the present war on poverty, as in other forms of combat, it is perhaps
inevitable that, in the public mind, assistance to current casualties should
initially overshadow the longrun strategies of building a stable and organized
social order in which such casualties can no longer occur. Many people find
it easier to grasp the need .for particular forms of immediate aid to deprived
individuals than to consider the need for basic reform in the institutional struc-
tures which affect us all.

Unemployment insurance, as the principal mechanism for giving the worker
assured come to pW4rtially replace that which he loses through involuntary unem-
ployment, is clearly such an institutional structure and hence a major Woelp)n
in the strategy of fighting poverty. Nevertheless, it is not surprising that Its
central role in any effective war on poverty has not yet received the same degree
of pinpointed public attention as the crash program of innovation measures
popularly known a "the poverty program," authorized by the Economic Oppor-
tunity Act to help te present victims of poverty.

One of the major purposes of the poverty program is to center -the attention of
all elements in our affluent society on. the presence in Its midst of over 30 million
persons who are not sharing that affluence. This is bound to create a more
critical and constructive Interest in the basic Institutional lags and weaknesses
out of which that poverty springs. Thus, the poverty program, as it becomes
fully operational, Is almost certain to bring about increased attention to the
values of the UI mechanism and the need to bring it up-to-date to meet current
problems. This biticle is devoted to an analysis Of this process and the challenge
it presents...

ASSETS OF THE UI SYSTEM

What are the particular assets offthe UI system as a major weapon ir1 the war
on poverty? There are four closely interrelated and central attributes *hose
values will surely' b. brought into sharper focus as the progrqws of the Economic
Opportunity Act centerincreasing attention-on the needs of th6 poverty-Stficken
In our society.

First, UI is i program of 6 ch,.payments.-Our economy, like! other market-oriented inttralecpomes, is basically money- rented. .1'yerty, f~Ir virtually
all individuals ii qie United States, must be measured i th first Instance as a
gap between tlieIf money income and that which Is conslderekl a tolerable level
of individual or faihiy income in relationship to the total actual or potential
productivity oft the. Nation. Obviously, the poverty level In the, Uuited States,
where average per sp lftAqome currently amounts to about $9,00)p t year, is
a quite derent pile frown tat in an underdeveloped country where per capita
income rtifs below $100 year.
'Poverty is al~d different in modern America from what It was In the days

when most peoplel"Ived directly off the land, many of them in the relative isola-
tion of. the frontier. In those days individual enterprise end energetic self-
reliance might well.rmake the difference between a groaning board and constrict-
Ing poverty.. Today'the individual must-earn his livelihood from a Job (and
increasingly that Job requires a large capital Investment from a source over
which he lacks control), or sell. some product or service in the market, or live
from the neome o svlrgs, or receive cash income from a governmental or other
program of transfer payments-like social insurance. I I
, There are many forms of nonmonetarS 'benefit. and service, especially those
related to Oducftion and vocational training, that can enhance an Individul's
earning capacto*, -othe's that can help him make more effettiVe, use of his in-
come, another hbat either supplement hfrscash Income-or meet very particular
needs not qtceptible of answer in the market economy. Inthe final analysis,
however, most pdopl&wWiil kneasre their romovol from poyerty intermS'o their
cash ncom . 1" ' 't ," -? ' ' I ;, , , I

Not only is money. Income. the measure of 40movel from poverty for, pst
people, but it is also the masure of their dignity and freedom in a modern sp-
ciety. The framers of the Social Secprity -Act "qer toQ ter w y

*Technical Consultant on Public Social Policy, National Social Welfare Assembly, Inc.
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of the cash payment for they had clearly before them the indignities of the gro-
cery order, the rent payment, the community woodshed and the poorhouse. As
these horrors have receded from memory, the proposers and makers of policy
have sometimes been less aggressive in their advocacy of the "unrestricted cash
payment" and some of their qualifications of the principle have good practical
justification. But for the poor themselves, the most obvious answer to poverty
is more cash in their pockets. UI is not the answer to the cash needs of all,
but in the circumstances for which It is toglcal-interruption of wages due to
unemployment-its cash payment aspect is a major asset,

Second, the purpose 01 UI is to prevent poverty, not to alleviate poverty after
it has occurred.-While most people will gladly concede in theory the primacy
of measures designed to prevent poverty, most of the popular criticisms directed
against the UI system ignore this distinction. The alleviation of poverty is a
welfare job with benefits based on and related to the fact and existence of pov-
erty, more commonly designated as "need." But UI is designed to prevent pov-
erty by assuring to the unemployed worker a predictable and objectively deter-
mined income which is related to his previous earnings but unrelated to his
other assets or his need and granted as a matter of insured right. It is this
attribute that gives UI dignity in the eyes of the beneficiary. The fact that
the benefit payment is often too low under many of the State laws to serve
in preventing poverty is a different question, discussed later. But the basic
role of UI is a preventive one.

Two kinds of criticism, operating on quite different levels of sophistication,
are frequently made with respect to this preventive aspect of UI. The first is
epitomized by the recurrent newspaper story of the unemployed movie star
arriving in his limousine to pick up his unemployment check. Here a naive
or deliberate confusion is cultivated between UI. in which entitlement is based
on prior work history and availability for work, and public assistance where
entitlement is based on actual need. Both programs suffer from this common
confusion of their purposes. A more sophisticated version of the same con-
fusion goes something like this: "Assuming a limited amount of money available
to 'help' the unemployed, any payments made by unemployment insurance to
the nonpoor, in effect, make it impossible to give adequate aid to the poverty-
stricken unemployed."

The first fallacy in this line of reasoning is the assumption that either the
number of the unemployed or the amount available for their support is fixed.
Obviously well adapted economic, educational and service policies should be
capable of reducing the extent of unemployment to manageable proportions.
But even assuming present levels of unemployment, payments made to the un-
employed play such a role in maintaining the consumption side of the market
equilibrium as to justify them as an element of production costs. In any case
the cost of making payments related not to need but to Joblessness is not so
great as to justify distorting a preventive institution into one based on need.
If one starts with the assumption that prevention of poverty is a primary social
goal, no benefit conditioned on the fact of poverty can serve that goal.

Again many of the criticisms directed toward UI are based not on its basic
concept of entitlement but on its inadequate implementation in terms of extent
of coverage, benefit levels, and conditions of entitlement. Obviously, the answer
to these problems is not a different system but a better adapted use of the exist-
ing system.

Third, a closely related value of UI is the factor of legally enforceable objec-
tive criteria for entitlement based on a previous work htitory.-If one accepts
the premise that in the modern world individuals are largely dependent on social
instrumentalities for their income, it follows that the only effective answer to a
sense of helplessness on the part of individuals lies in legally enforceable rights
and entitlements. This aspect of the war on poverty has been recognized by the
Office of Economic Opportunity in the strong encouragement it is giving to the
financing of legal services to the poor and the emphasis placed In discussions of
those services on representation of individuals before the governmental bodies
controlling public benefits. It becomes especially important with respect to those
benefits, like public assistance and unemployment insurance, where adverse pub-
lic opinion In particular circumstances may influence the decisions and policies
of administering agencies.

It is sometimes difficult for employees of governmental agencies, conscious of
their efforts to protect the interests of their program beneficiaries against every
sort of pressure and criticism, to recognize the extent to which the right of
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appeal against 'their decisions and representation by a lawyer or other outside
advocate protects the health of the program for which they are responsible. The
effective utilization of the right of appeal would also seem to require the review
and considerationi of State agency practices related to legal representation and
assistance for UI'elaimants and the difficulties they sometimes encounter during
the appeals process. ' Not only the observance of the objective rule of law guaran-
teeing appeal rightt, 'but the maintenance Of d fair balance between the admin-
Istrative and beneficiary relationships is the essence of legal processes to protect
the rights of the latter. ' "-

A legal right, however, must also be rooted in a well-accepted social value and
here again the 'eittlerment factor in UI has a basic strength in its relationship
to a work history. Fb- wOrk is'still the most generally accepted basis for income
in our society, despite the interesting speculations of groups like the Ad Hoc
Committee on the' Triple Revolution that automation with its attendant abund-
ance may ultimately make this an obsolescent relationship. Certainly for the
present there Is no question but that income from productive labor is the most
acceptable basis both to: the individual and to the molders of public policy. In
this sense UI may be regarded as a kind of deferred return on labor already per-
formed as well as a token of good faith with respect to the willingness of the
worker to return to productive labor as soon as a job is available to him. Since
his ability to perform such labor is conditioned on the productive apparatus of the
country, the cost of carrying him over this period of involuntary unemployment
is considered an appropriate charge against the cost of production itself, and
his entitlement to benefits is still firmly based on his status as a member of the
work force in good standing.

There are many precedents for legal entitlements surrounding an individual in
his capacity as a worker and unemployment insurance derives great strength from
its association with them. Here again the shortcomings of UI in this respect are
not intrinsic to the concept. They result from failures to make the adaptive modi-
flcations required to meet changing conditions.

Fourth, and basi6 to all other UI values, is its ongoing institutional stability.-
For not only does the mechanism of social insurance protection against the risk
of unemployment assure predictable income to the individual, It also plays a
major role in the total Institutional structure on which the health of our society
increasingly depends. Neither production nor consumption can any longer he
regarded as functions based exclusively on Independent individual initiative and
effort. Production requires heavy investment in highly complex organizational
strctures which tIh turn rely on a market situation largely supported by the avail-
ability of expendable Income. An employer cannot control his market conditions
any more than a worker ein control his job. Both are equally dependent on an
elaborate complex ot delicately balanced Interactive institutional mechanisms in
which the market economy Is only one of many factors. In this situation the
health of the market economy is as dependent on overall institutional mechanisms
as is the employer for a return on his investment and the worker for a return on
his labor. In simple fact, all are equally dependent on their common Instrumen-
tality, government-not to supplant their own functions but to create the Institu-
tional relationships with which all can function and thrive.

Obviously, within such a complex interaction of institutional relation-
ships the role or government must Itself be Institutionalized, Ie., based on a
rule of law and operational mechanisms which function with predictable conti-
nuity. It is conceivable, of course, that 'government might deal with the fact
of Individual poverty due to joblessness in a purely ad hoc manner with some of-
ficial reaching Into a common fund for the relief of destitution according to his
own best judgment of the moment. But In the anarchy of such an arrangement
more than the dignity and security of the worker would suffer. All aspects of
economic functioning would be thrown into disarray and the rule of law which
is the essence of stable government would be totally undermined. In other words,
the prospect is so unthinkable in the modern world as to make the point really
unarguable: institutional continuity is a major asset In the role of UI in an effec-
tive war on poverty.

ADAPTATIONS FOB THE U1 SYSTEMt

But Institutional continuity does not mean institutional rigidity, and this turns
attention to the other half of this analysis; the changes that are needed to make
the I program a really effective Instrument for fighting poverty. For institu-
tions are like people: constant growth and adaptation are not only indispensable
for effective functioning, they are the very price of survival Itself. So when one
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comes to look at the shortcomings of U1 as a weapon against poverty, one iust
consider first the failure of our policymakers to keep it up-to-date.

In the 30 years since the passage of the Social Security Act in 1935, 6ur gross
national product has grown from $72.5 billion to $634.6 billion in 1964; our total
civilian labor force has grown from 52.8 million to 74.2 million and the distribu-
tion of that force, both in terms of occupation and geographical locatloil, has
drastically Mltered; changes in the relative contribution of machinery and labor
to production have started a process of revolutionary change which is bound
to accelerate; the educational andskill components of required labor within that
production pattern are equally altered; the age and sex distribution of the work
force has likewise undergone a major chatige; the average weekly gross earn-
ings of'a production' Worker in manufacturing has risen from $23.64 in 1939 to
$103.38 in 1964; and the scope of both domestic and world markets has constantly
widened. These are just some of the factors that have revolutionized the eco-
nomic and, more specifically, the job market situation in which UI Is expected to
play its appropriate role.

What has been done in that 30-year period to bring about commensurate adapta-
tions in unemployment insurance? The answer is very simple: At the Federal
level, at least, virtually nothing. While Its companion social insurance program
of Old Age, Survivors and Disability Insurance (OASDI) has been repeatedly
enlarged, strengthened, and adapted to changing needs-through wider coverage,
higher benefits, and new forms of protection-the Federal-State UI system has
stood virtually still except as individual States have moved ahead of 'the country
as a whole. Fortunately, there are now signs of real hope for imminent change
in the fact that the Administration has put forward major remedial proposals,
now under consideration by the Congress.

What would be the effect of these proposed changes in terms of the war on
poverty? Without discussing the individual provisions in detail their impact
applies to five broad related areas: coverage, benefit levels, benefit duration, bene-
fits while retraining, and the role of the Federal Government in U1.

COVERAGE

The criticism is made frequently that the UI system falls to protect those who
earn the least, who are the most vulnerable to unemployment and hence most
quickly thrown into poverty if they lose their jobs. Obviously, this is not an
attribute of the system itself but of our failure to move it out of the selective
coverage with which it, like OASDI, began its existence into one of more uni-
versal applicability. Assuming, as this article does, that employment oppor-
tunities almost universally derive from a total institutional complex which is
subject to social and economic factors that cannot 'be controlled either by the
individual employer or the worker, protection against the risk of individual
unemployment within that complex should 'be universally shared. The current
proposals move in that direction by extending coverage to 5 million additional
workers, mainly those in small firms, in nonprofit organizations, and on large
farms, and by modifying the requirements for effective coverage. The fact that
many of the workers in these groups are peculiarly vulnerable to destitution is
important to the war on poverty but less so, in the view of this observer, than the
fact that It is a movement toward universal coverage. For only when all workers
are covered will the preventive wall against poverty due to temporary joblessness
be complete. I

BZ]ENEFIT LEVELS

Poverty, to the jobless worker, must be measured by two yardsticks: the abso-
lute levels of his current income and the degree to which he has suffered a reduc-
tion from his normal standard of living. By neither standard is our current UI
system adequately meeting its proper role as a preventive of poverty. The war
on poverty has used a rough average of $3,000 a year for a family of four as the
pivotal measure below which poverty may be assumed. Reduced to a weekly
figure this would require an income of something over $57 for the elimination or
prevention of poverty. But even with all the wide variations among the State
benefit schedules the average weekly benefit payment in 194 was only $35.96.
There are, moreover, only seven States (at this writing) which permit unemploy-
ment Insurance payments-under even the most favorable circumstances-to
reach this out-of-poverty level under current maximum limitations.

For the worker who bases his standard of living on the assumption of a con-
tinuing earning power, the other measure of poverty is equally important. In
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turn, our very economy is based on this same worker's willingness to make long-
term. expenditure commitments in terms of such essentials as the mortgage on his
house or rental levels established by lease, his time payments on an automobile
and all the other expensive investments of modern living, his health and other
insurance payments, his educational obligations to his children, and his taxes.
When he loses his job, not only his personal economy but his role in the national
economy is thrown into disarray unless his replacement income bears a reason-
able relationship to his earnings. Yet here UI payments are not only hopelessly
inadequate, averaging only 35 percent in terms of wage replacement, but are
actually 6 percent lower than they were in 1939. Under the provisions of the
proposed legislation all States would be required to raise the weekly benefit
amount to 50 percent of the individual's weekly wage up to the State maximum,
and the maximum would be set initially at 50 percent of the statewide average
weekly wage, thus rectifying the situation to that extent. This is a long overdue
step in the right direction.

DURATION

In this hasty overview it Is clearly impossible to discuss the full implications
of existing duration limitations on the effectiveness of UI as a preventive of
poverty. Perhaps the most significant fact to note in this area is the changing
character of unemployment itself. In the UI system envisioned by the framers
of the Social Security Act in 1934, It was apparently assumed that most unem-
ployinent would result from seasonal factors in production or temporary disloca-
tions in the market. The role of the worker in this picture was assumed to be
relatively static; after the seasonal or market dislocations had passed, the
worker would return to his former or similar Job. But in today's changing eco-
noj aic pattern the causes of unemployment have changed in ways that create
a far greater risk for particular workers of long-term unemployment or major
changes of occupation, skill, or location that require considerable time for read-
justment. Thus, in practical fact, the exhaustion of claimants' benefit rights
under existing duration restrictions of the State laws has become a major
factor in creating poverty and dependency. Even though the actual number of
individuals exhausting their benefit rights before securing employment has
gone down in recent years, they still constitute nearly one-quarter of all bene-
ficiaries. Obviously, these people have no choice but to turn to public assistance
or relatives if jobs cannot be found.

The legislative proposals aim to improve this situation In three ways: (1) by
requiring the States to provide benefits for a't least 26 weeks to eligible claimants
who meet the requirements of 20 weeks of prior employment; (2) by giving
additional financing help to States whose own funds are depleted doe to heavy
unemployment; and (3) by the provision of a permanent program of Federal
Unemployment Adjustment Benefits (FUAB) for the long-term unemployed
worker with a strong prior attachment to the labor force.

RETRAINING

Closely related to the problem of duration, as discussed above, is the question
of whether the unemployed worker can hope to find a job without acquiring a new
or different skill. Under the original UI concept a primary condition of entitle-
ment was considered to be "availability for suitable work," by which was meant
that the worker must be continually available In case a job similar to the one he
had formerly held opened up. But for a worker displaced by automation, chang-
ing skill requirements, or major iifts in employment distribution such con-
tinuous "availability" may prove an actual handicap to reemployment if it pre-
vents him from acquiring a new skill through training or from moving to a new
location to seek employment." The FUAB program would make a progressive
step toward solving this problem by conditioning these extended benefits on re-
training where appropriate and by the provision requiring States to pay regular
benefits to unemployed workers while taking training approved by the State
agency.

A STRONGER FEDERAL ROLE

Perhaps the most significant contribution of the current proposals to make th,
UT system a more effective weapon in preventing poverty is the recognition
thnt unemployment is a national problem requiring nationwide standards of r(.n-
edy. Even though the Social Security Act left the actual administration of UI
to the States, it recognized the need for a nationwide system by the inmenlous,
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tax offset system which virtually assured universal State participation (which
in fact did occur), and imposed certain minimum standards to achieve the ele-
ments of a common program. Again, failure to update those standards to meet
changing conditions has left the States In the situation where any initiative
by a particular State to raise standards above the Federal requirement is re-
sisted by employers who fear for their competitive situation in relationship to
those employers In less enterprising States, Obviously, in a Federal system
where many States must function within a single national market, the Federal
Government is the only jurisdiction which can assure simultaneous updating
of provisions among all the States, thus providing a reasonable standard of ade-
quacy without competitive disadvantage to any one State.

From the point of view of the worker, the benefits of such action are obvious,
but it is hard to understand why employers have not all been equally alert to
see its advantages for them. Not only will this action zAlmultaneously protect
their own work force and their own competitive position, but It Is the surest
way to maintain the market on which their prosperity ultimately depends.

LIMITATIONS ON U1 SYSTEM

In conclusion something should be said about the limitations of the UI system
in the war on poverty. Not all or even a majority of the people who are pres-
ently poor can expect to have their poverty eliminated either by finding a job
or receiving the kind of substitute income provide(] by UI. It Is even possible
hat the expanding productivity of each worker may still further reduce the work
force by extending the period of youthful preparation, speeding the retirement
of the elderly, and encouraging other forms of activity for persons whose major
usefulness and fulfillment may lie outsied the wage economy. There are other
ways of assuring adequate income to these groups, and the effectiveness of UI
lvould not be enhanced by trying to stretch Its provisions to meet their needs.

Moreover. UI can never substitute for a full employment economy. By its
very concept of entitlement, its role must always presuppose the ultimate and,
in fact, prior existence of a job. Thus the creation of jols-whether in the pri-
vate sector motivated by profit, the public sector provi(ling authorized services.
or the possible extension of public works Jobs specifically designed to make good
us.e of available workers-must always take priority as a goal. But within its
own supportive limits UI should be recognized for what it is-a major arm of the
country's poverty-fighting establishment, needing only the kind of updating of
Its weaponry that has been so generously supported in other kinds of warfare.

Senator DOUGLAS. Mfrs. Wickenden, would you permit another in-
terruption?

f-s. WICKEN)EN. Yes; certainly.
Senator DouoiLxs. The present, war on poverty is primarily aimed

at those who have not really been able to establish a work relation-
ship or who are in a period prior to establishing.

Mrs. VICKENDEN. I would make a distinction between the program
of the. Office of Economic Opportunity and the war on poverty, be-
cause, in my view, the war on poverty embraces a far wider range of
Fed eral programs.

Senator DoUGLAS. I quite agree.
'What I mean, you certainly are. not proposing that social insurance,

,.s it is known, would be a substitute for the Office of Economic Op-
j)ortunity, are you?

Mfrs. WICKFx.DF,1. No, I do not. But I think we should also not
permit those measures that are in a sense remedial to take, to obscure
the need of updating our basic insitutional system.

Senator DOUGLAS. I quite agree with you, but it is tendency of peo-
tle to be jealous of their own jurisdiction and to oppose new agencies.

Mrs. IGKFND i. I did not mean to imply that. Quite the con-
trary. Since, as I may, I am speaking for welfare agencies which are
generally concerned with dealing with the victims of poverty and in-

65-992-66-----29
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security, we are asking that you prevent to the inaxinium degree thistype of victimization.

Senator Douois. I am very glad you clarified you position on this
which, I think, you have always held but which is sometimes inisunder-
stood b critics of the Office o! Economic Opportunity.

The Offlce of Economic Opportunity tries to help the disadvantaged
who have never been able to establish a work relationship adequate to
bringing in an income while they are working and who, therefore, afli
outside the scope or protection of unemployment insurance.

Mrs. WICKFNDEN. I quite agree, Senator. I do not have any dis-
agreement with that. In fact, I think that "o the extent that the
Senate bill deals with this problem it aids it by encouraging, by requir-
ing, Sates to make payments for periods of retraining.

Now, it is true that, only applies to the older worker, bat it is in
line with what you are saying.

I would like to take 2 minutes, if I have them, of my time to discuss
something on which I feel a particular competence,* and that is the
matter of Federal-State relationships, because I feel (1ite strongly,
and I think that most of these organizations for which I speak share
the opinion, that the States do have a continuing role in our system
and should not be written off.

But I find myself in total disagreement with those opoiioents of this
measure who say if you have Federal standards in a State-adminis-
tered program this is, in effect, destroying the role of the States.

Actually, it is interesting to me from where I sit that. there is an even
stronger feeling in certain circles that the States have actually out-
lived their usefulness. I do not hold this view.

Senator DOUOLAS. Nor do I.
Mrs. WVIcKENDEN. But I hear it said all the time because they can

neither-I want this all in quotes-"the States can neither deal with
a nationwide problem, nor can they deal with the problems adequately
of their own political subdivisions."

One way to make it possible for the States effectively to deal with
a nationwide problem, and certainly unemployment derives from con-
ditions which are national in origin-is to have them become the ad-
ninistrative agents of a program in which the standards operate on
a national basis.

It is interesting on another front that I was, as - - perhaps re.
member, Senator, for many years the representative o'i the American
Public Welfare Association which is the agency of another State-
administered or local-administered program, thie public assistance
program, and for the most part this organization has consistently
asked for Federal standards in order to equalize among the States
the disadvantages that they feel.

I have just completed a period of service on the Federal Advisory
Council on Public Welfare which was established by the 1962 Social
Security Amendments, and that Council came forward unanimously
requesting a change in the public welfare law which would have the
effect of mandating and financing, nationwide minimum standards.
So that I feel-and this is the position stated in this docuinent-that
quite contrary to the consistent. statement of one of the opponents of
this bill, that this was a federalizing measure, and I am referring now
to Senator McCarthy's bill-quite the contrary, this is a proposal to



UNEMPLOYMENT 8'JStRANCE ANIENDIVMJEY OF 1968 441

save the States from what may, might well, be the folly of permitting
,lie program to become so depreciatedd in. its usefulness that State a-
ministration was no longer possible.

Of course, the one other point that I would make at this point is that
if you cannot act in a period of relatively low unemployment to
strengthen your basic institutional structure, which is what I am con-
cerned with, you run a grave risk of doing a very inadequate, hasty job
if you are later confronted with a crisis.

So, from the point of view that I represent, it is really a eonserva-
tive position to ask that action be taken now to strengthen the State
)rograms to Federal action so that they can effectively replace income
lost due to unemployment and thus prevent need and thus, in effect,
reduce the costs, both social and economic, that occur when that
happens.

Senator DoUGLAS. Of course, this is one of the reasons why those of
us who have supported the Supreme Court decisions on reapportion-
iiment, held very strongly that the State legislatures would become more
representative of the population, and that they will be more zealous in

)rotecting the interests of wage earners.
Mrs. WICXENDEN. I think that is happening. It takes a little time.
Senator Douomts. We hope that legislative reapportionment will

lead to greater emphasis by the State legislatures on these matters and,
hence, head off the movements for national administration.

MrsI. WICKENDEN. Yes. But that would not meet the problem that
Senator Tong referred to of competition among the States.

Senator l)oUorAs. That is right.
Mfrs. WicKENDEN. I happen to live in a State which has--New York

which has-rather a high level, and there is a constant fear that any
further improvements in the program will weaken the State's com-
petitive position.

Senator DOUGLAs. That is correct.
Mrs. WICKvENDE.N. So only Federal action can deal with that prol)-

lem.
Senator DoUGLAs. That is what held back child labor legislation

for many years, and ultimately required a Federal act.
Thank you very much. I have been reading your articles for many

years.
Mrs. WICKE.NDEN. May I insert this list for the record?
(The document referred to may be found in the committee files.)
Senator DvOUGLAs. The next witness is Mr. Carl Shipley, of the

firm of Shipley, Akerman & Pickett. Good morning, Mr. Shipley.
Will you proceed.

I notice, Mr. Shipley, at the bottom of page 1 of your statement ypu
refer to a letter which you addressed to the chairman on June 30 of
this year and without objection I am going to make that part of the
record.

Mr. SiaLEY. Thank you, Senator.

STATEMENT OF CARL L. SHIPLEY, ATTORNEY, WASHINGTON, D.C.

Mir. Staria'.. Senator, in accordance with my conversations with
Tom and with the chairman's statements, I am submitting my state-
ment of several pages for the record. I am doing this for the Purpose,
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too, of saving the time of this connittee and your time in considering
this serious problem.

(The prepared statement and letter of Carl L. Shipley, follow:)
LAW OFFICES,

SHIPLEY, AxERMAN & PICKETT,
Washington D.C., June 80, 1966.

H0n. RUSSELL B. LONG,
Senate Finance Committee,
Senate Office Building,
Washington, D.C.

DEAR CHAIRMAN LONG: Our office shares with many of our business clients
we represent the hope that the federal unemployment compensation bill passed
by the House will be accepted by the Senate without major modifications. At
a time when the dollar is under attack, and Inflation is undermining the savings
of our older citizens, it would not be In the national interest to increase the
cost of unemployment compensation for employers. This additional cost nat-
urally will be reflected in price increases of goods and services employers supply
to consumers throughout the nation.

As we understand it, the House-passe". bill (H.R. 15119) will extend benefits
to an additional 3.5 million persons who are not currently covered. The retention
of employer "experience ratings" and the existing federal-state structure of
the system is far superior to the federalization of unemployment compensation
by the establishment of federal standards.

The House bill will increase the federal payroll tax levied on employers to
3.3% from the present 3.1%, which will increase the federal share of the tax
from 0.4% to 0.6%, and will permit employers to continue to claim a credit equal
to the remainder of their 3.3% liability for taxes above that paid to State
compensation funds. The House bill will Increase the current $3,000.00 annual
wage base to $3,900.00 In 1969, and to $4,200.00 in 1972, which will produce
estimated additional revenue of $272 million in 1967, and as much as $028 mil-
lion commencing in 1972. This expansion of the existing system would seem
to be reasonable under the circumstances, and we strongly recommend that It
be adopted in the Senate without substantial change. Will you please associate
this letter with the record of hearings on the proposal?

Very truly yours,
SniPLEY, AxsuMAN & PICKETT.

VASIUNGTON, D.C., July 21, 1966.

Re H1.R. 15119, Federal unemployment Insurance bill.
Hon. RussmL B. LoNG,
Chairman, Finan e Conmmittee,
Senate Office Building,
Washington, D.C.

DEAR CHAIRMAN LONG: It As our understanding that the Senate Finance Com-
mittee In considering proposed amendments to the present Federal-State un-
employment compensation program is holding this hearing to receive comments
respecting the Unemployment Insurance Amendments of 196 provided In H.R.
15119, the House-passed bill to extend and improve the Federal-State unemploy-
ment compensation program, and that the Committee Is not considering S. 1991,
which was a counterpart to the original House bill, H.R. 8282; sponsored by the
Administration. The views we express are our own and not necessarily the
views of our clients, although as citiZens and taxpayers we, share with them
and other interested persons a deep concern that Congress not take any action
at this time which will aggravate inflation by increasing the cost of doing bust-
ness, and ultimately increasing the cost of goods and services to consumers. In
a letter dated June 30, 1966 we forwarded to you some views In connection with
H.R. 15119, and this statement is intended to supplement that letter.

When the present Federal-State unemployment compensation system was
enacted by Congress In 1937 as part of the Social Security Act, a rather unique
Federal tax device was incorporated to stimulate action on the part of the various
States In implementing the system. Under the existing plan, a Federal 3.1%
tax- on the first $3,000 of each covered employee's annual pay, defined as the
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'taxable wage base" is imposed. Each eml)ioyer, provided the Secretary of
Labor has determined the State system involved to be eligible, is permitted an
"efi-set" or deduction from his Federal tax of an amount up to 2.7% of amounts
paid in State unemployment compensation taxes.

Thus, the net Federal tax under the present system is 0.4%, most of which is
ultimately redistributed to the various States for administrative expenses.
During the past 30 years this system has worked remarkably well and has
assisted millions of employees during periods of involuntary unemployment. It
has proved to be a stabilizing influence for the national economy and has helped
to moderate and avoid the sharp effects of temporary economic recession.

In view of the fact no real need for amending existing law has been shown,
we believe Congress should defer action on this proposal until the military and
economic picture clarifies. Our country is faced daily with increasing evidence
of serious economic disl(ycation. Inflation is increasing, Federal and State tax
increases are under serious study, wages and other costs of business are con-
stantly spiraling upward, and there is a shortage of labor. And unemployment
has reached the lowest point in many years. In addition there are a number of
other Federal programs such as the Manpower Training Act and the proposed
Human Investment Act, which will meet some of the problems sought to be
remedied by the pending legislation. The inter-relationship between the Federal-
State unemployment compensation program and other developing Federal pro-
grams should be studied further before action is taken.

If the Senate Finance Committee determines to report a bill, despite these
other considerations, it is our recommendation tat it report II.R. 15119 in its
present form. Today almost 50 million jobs, including those of Federal em-
ployees, ex-servicemen, and railroad workers, are covered by unemployment
compensation., Only 15 million jobs are not covered, and nearly half of those
are in Stateor local governments. Tue House bill will extend coverage to an-
other 3.5 million persons, largely by redefinitions of the terms "employer", "em-
ployee" and "agricultural labor", and by requiring States to provide coverage
for certain employees of non-profit organizations, State hospitals, and institu-
tions of higher learning. This will increase the total number of covered workers
to almost 53 million, a little over 82% of all wage and salary workers in the
United States. These changes are set forth in the report of the Committee of
Ways and Means of the House of Representatives to accompany H.R. 15119 at
page 2, and we incorporate them by reference.

The bill would require the various States to enact laws establishing a new
permanent program to take effect on January 1, 1969 to pay extended benefits
during periods of high unemployment to workers who exhaust their basic entitle-
ment to unemployment insurance, with the Federal Government and the States
each paying 50% of the cost. The "extended benefits" would be triggered by
either a national or State "on" indicator. Under present law all States except
two pay benefits for at least half a working year, i.e., 26 weeks or more. Under
H.R. 15119 additional State benefits will be paid for as much as another one-
fourth of a year, i.e., 13 additional weeks. In individual States such benefits
will go into effect when the rate of insured unemployment over a 13-week period
Is 20% higher than It averaged in the corresponding period in the two preceding
years, and the total of unemployment is at least 3%. On a national basis, the
extended benefits will be triggered when the insured unemployment rate Is at
least 5% and the rate of benefit "exhaustions" Is at least 1%. To protect against
difficulties experienced under previous temporary extensions that permitted
some persons to get a job, work a short time, and then draw many months of
unemployment benefits, H.R. 15119 will allow the States to limit the additional
benefits to those who are regularly a part of the labor force and have to work
for a living.

The House-passed bill under consideration by the Senate Finance Committee
will he financed by Increasing the rate of tax under the Federal Unemployment
Tax Act from the present 3.1% of taxable wages to 3.3% commencing in 1967.
No change will be made in the 2.7% credit allowed to employers in the various.
States. The bill raises from $3,000 to $3,900 those wages subject to the Federal
tax for the years 1960 through 1971, and further increases the wages base to $4,200
per year in 1972. This will result in a net increase in the Federal unemployment
tax from 0.4% to 0.6%, of which 0.1% will go into a separate new account in
the unemployment trust fund to finance the Federal share of the extended
benefits provided by lI.R. 15119.
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We believe H.R. 15119 as passed by the House is far superior to the proposal
contained in S. 1991, which would cause the various States to abandon "experi-
ence-ratings" under which employers are given an incentive to avoid lay-offs and
maintain employment. Also, as we understand S. 1991, it would establish a
new program of Federal unemployment benefits on top of State unemployment
compensation payable for 26 weeks in good times and bad, as well as a Federal
subsidy to various States claiming to have high benefit costs. In addition, it
is our understanding that S. 1991 would impose Federal standards governing
eligibility, the size of benefits, and the length of time benefits would be paid by
the various States, thus destroying much of the flexibility inherent in the present
system under which States can shape their unemployment compensation pro-
grams to local needs. One of the worst features of S. 1991 would be its pro.
posed Federal requirement that every State pay benefits to anyone who quits a
job voluntarily or who has been fired for misconduct or has refused to take
suitable employment while drawing unemployment Insurance benefits.

H.R. 15119 preserves the Federal-State system which has worked so well for
nearly a generation, while at the same time strengthening some aspects of it
and eliminating certain abuses. Contrarily, in our Judgment S. 1991 would
completely alter the basic structure of the Federal-State system and shift it
away from its present pattern of providing unemployment insurance and con-
vert it to a welfare-type program which would ultimately destroy it.

The present unemployment insurance program is designed to protect the
worker who loses his job because of circumstances over which he has no control,
until he can obtain other employment. It is aimed at relatively short-time un-
employment, and is based on the principle of providing unemployment insurance
adapted to meet local conditions. Many people believe the changes proposed by
S. 1991 would transform the present insurance system into a relief-type program,
moving toward a Federal guarantee of regular "wage income" whether a person
is working or not.

It Is the responsibility of an orderly society to take care of those persons who
are the victims of long-term unemployment and need training and retraining.
There are a number of Federal and State programs designed to solve that prob-
lem. However, unemployment insurance should not be confused with welfare
and relief programs, nor should the present Federal-State unemployment com-
pensation system be converted into a welfare program. It is for this reason
that we are opposed to the "federalization" of the existing unemployment com-
pensation system and recommend that this Committee, if it feels called upon to
take any action, accept H.R. 15119 in its present form.

Respectfully submitted.
Snrruuy, AKnRMAN & PICKETT,

By CARL 1j. SHIPLEY.

Mr. SHiPL Y. However. there is one aspect of the proposed bill, as
I understand it-it is H.R. 15119, the House bill, which this con-
mittee is considering, which I have not dealt with at any length in my
statement. I wish to call to your attention, Senator, that the bill-
and no one can quarrel with the social purposes of the bill or the
soundness of the approach. I think-

Senator DOUGLAS. Are you referring to the House bill?
Mr. Siiipxy. Yes, sir; to the Housetill.
Senator D OUGLAS. I see.
Mr. SHIPLEY. I am not discussing the Senate bill because I think

the political possibilities of it receiving any serious consideration are
very remote indeed.

Senator DouoLAs. You say you are an expert on that subject?
Mr. SHIPLEY. Only to the extent of having talked with a good many

interested persons who have been dealing with this problem over many
months, and seemingly the House bill is a kind of a consensus bill, so to
speak, which meets many of the areas of objection, and thus there
probably won't be any rerun of all the debates a-ad discussions that
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went into the development of the provisions that found their way
ultimately into the House bill.

I would say this: I doubt very much whether it is advisable for this
Congress to pass even the House bill at this time because of the situa-
tion in Vietnam, and the inflationary dislocations that are occurring in
our economy.

One aspect of the bill I do think, Senator, which is worthy of serious
consideration by this committee is that in the extension of coverage
in the bill it is really sort of an anti-small-business bill, or an anti-
consumer bill or migJht even be described as a proinflation bill at this
time.

I call your attention to this fact, that, as has been developed in the
House, some 50 million employees are now covered by the present
program, and this bill will only extend coverage to another 31/2 million
employees. But when you look at the employees to be covered and the
devices used to cover them, it does raise a serious policy question.

For example, the number of employees who will be additionally cov-
ered will be 1.2 million additional workers who will be brought in from
small employers with less than 4 employees.

Now, those 1.2 million people are almost half of the 3/2 million
people to be covered.

Senator DoUoiAs. Approximately only one-quarter of those covered
under S. 1991.

Mr. SnIPLEY. Yes, sir.
Now, another 1.9 million of the newly covered people are not in the

productive sector of the economy. They are not in the private enter-
prise sector. Those are the employees of nonprofit organizations and
of State hospitals and institutions of higher education.

Senator DOUGLAS. You refer to them as nonproductive Do you
regard them as parasites in the social order?

Mr. SrnrLrp. They are terribly important people. Indeed, I think
the people in these types of institutions perform very valuable services.
But you, as an economist, I thinir, would agree they do not add any-
thino to the productive mainstream of the economy. They are not
producing economic goods and services.

Senator DOUGLAS. I would question that, and I think there has been
really a malformation of social values in thinking that these people
are nonproductive, schoolteachers and public health workers and post-
men and social workers and the rest, that they are nonproductive.
They meet human needs, and the fact that they do not sell their services
in the private market does not mean that they are nonproductive.

You, yourself, have said that they are very valuable, and I could
not let the record pass without interposing not so much an objection,
but a broader definition of the term "productive."

You know a century and a half ago it wvas said that the only pro-
ductive people were the farmers. The French physiocrats denied
productivity to industrial workers. They said the only productivity
came from goods produced from the laid. You would not hold to that
today, would you?

Mr. SHIPiLEy. No, sir. My definition of "productive" in the private
sector turns more on what Vice President Humphrey uses sometimes
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in some of his speeches as this being simply a relationship between the
tax payers and the tax eaters. That is the term he uses, and I think
the productive people are those who do pay the taxes, and these insti-
tutions will be a claim on the taxpaying element of the population.

Senator DOUGLAS. I admit to not being very close to the speeclie.; of
my friend, the Vice President. But I think this-

Mr. SIiPLEY. He makes some (ood ones.
Senator DOUGLAS. But this distinction between the tax payers and

the tax eaters is a false one. It implies that the public employees are
parasites. The public employee performs services generally of a
highly important nature. And to single them out as consumers of the
social product, but not as persons who add to the social product is the
same twisting of values which I felt I should object to originally.Mr. ShIiPLY. Well, I do not want to misquote Vice President
Humphrey. In his speech format he talks about the importance of,
well, for instance, Federal aid to education, for which he make's one
of his very persuasive arguments and he has used the term "Tax
eaters" il stating that this type o1 person should make a, productive
unit, in our economy, but we must give them skills to change them from
tax eaters into tax payers, and I am just drawing that simile.

Senator DOUGLAS. The teacher can prepare people for a more effec-
tive life and, presumably, does so. This definition of yours, since we
do not like nonproductivity, would close down schools, hospitals, al-Ad
the rest. *We would be in great pickle if we were to do that.

Mr. SHiPLEY. Well, I am not in favor of that, Senator.
Senator DOUGLAS. So I admonish you, my dear friend, to revise your

sense of values, and as you have revised your sense of values, revise
your nomenclature.

Mr. ShiPLEY. Well, this is not my sense of values. I, like you, havc
served on a college faculty, and the'distinction I am making here is not
only the semantic differences. These are terribly important institu-
tions and, indeed, I cannot think of any factor of our whole society
that is more important than those people engaged in the business of
education.

Senator DOUGLAS. I am glad you said that. If they are important
and if they perform a socially valuable function, why do you say they
are nonproductive and tax eaters?

Mr. ShIPLY. Well, let me develop the idea that I am calling to
your attention, which is quite apart from that.

I am saying that of the 3 1/ million people this bill will cover, 1.2.
million will come in by reason of a redefinition of the word "employer."
This means that every barbershop, every beauty shop, every architect,
every grocery store, dry cleaner, every doctor, every dentist, evely
lawyer, and all other small employers of from one to four employees
in your State of Illinois in every town and community across the'Na-
tion will become a new class of taxpayers that were not covered before.
'hey will find themselves, as a result of this bill, confronted with a
3.3 percent new Federal tax. They are not now paying that because
they employ less than four )eople. Present law excludes small em-
ployers of less than four employees.
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Now, from one end of Illinois to the other end, indeed, all of the
other 50 States of the Union, these people are going to get an unhappy
inessage when this bill becomes law because this means for the house-
wife, I suppose, in the small grocery store that the price of bread goes
up. For the dentist I suppose the price of the dentist's bill goes up.
Certainly the bills are not going down when you add to the cost of
doing business the expense of this new Federal tax.

Now, my only allusion to the 1.9 million nonprofit and the State
hospital and higher education institution coverage was that that really
does not have an impact because these people are not in the same sense
struggling in the free enterprise area against competition to meet the
rent and make the payroll.

It is quite a different thing for a one-man delicatessen with one
employee or two employees, or three employees, operating on a very
narrow margin-I am not speaking for those people--but in our law
office we do represent an apartment house association, the National
FHA Apartment Owners Association, which is one group-they have
fewer than four employees--they will all come under the new coverage.
This means rents must go up in your State of Illinois and all the other
50 States or else you have to make the unrealistic assumption that the
employer is going to absorb this added cost of doing business.

So I think it is a kind of antismall business, antifree enterprise, and
antismall businessman, and indeed, inflationary proposal to the extent
that the consumer has to pay a new Federal tax in all of these small
businesses in every small town. So this aspect, I think, is worthy of
consideration.

There is another provision that should be of concern, in addition.
The House bill adds another 200,000 by bringing in agent-drivers and
salesmen and other individuals by the device of extending the defini-
tion of employee. This again will cover new individuals in your State
and every other State and pose an additional difficulty. To legislate
by warping and stretching the common meaning of ordintiry words
is a questionable procedure. And I doubt the social value' of this bill
at this time, when the economy is under extreme stress and the dollar
is under attack throughout the world, and inflation is a real problem
for us. I doubt whether adding in this additional coverage at this
time when it deals with so few people and has such a narrow impact is
meaningful. It hits the small town, the small communities, the small
person, the employer of three or less, and that is about the only person
who picks up the bill for this increased coverage--and lie will pass it
along to the consumer as a price increase.

I say that that poses a balancing of social values as between the
desirability and, indeed, the extreme desirability, of extending cover-
age, which brings about greater economic stability and purchasing
power and has a value in terms of satisfying participants in our sys-
tem, so they know that they are adequately protected against the ca-
tastrophic loss of employment through circumstances over which they
have no control, and these are terribly important social values, but they
must be measured-that one aspect is not all there- is to it--they must
be measured against the fact of what is going to happen in the small
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towns and communities when this tax goes into effect next year. Con-
sumers are entitled to protection from the price increases that will
follow the imposition of a new 3.3-percent Federal tax on employers
of one to four workers. The dollar is entitled to protection from in-
flation.

So in concluding, I would just say, Senator, since you do have this
long experience ,as an economist and because you have paid special
attention in your public life to matters of this kind and because you are
one of the most knowledgeable men in public life on balancing these
types of considerations, in our various social insurance and social wel-
ft, e programs, that you would pay special attention to this particular
phase of the bill and the really very narrow impact which was not given
attention in the House. Indeed, I was surprised there was not more
interest shown on the part of these small business people and con-
suniers. I guess they are not organized in terms of large lobbies to
come in and talk, and really great opposition to the bill was knocked
out because nobody is going to be hit except the small towns and small
business people that I have referred to. So I would hope that you
would study this so that the country will have the benefit of your very
experienced consideration of this problem.

Thank you very much, Senator.
Senator DOUGLAS. You are very kind to say that. I take it, Mr.

Shipley, you are opposed to the Ho)use bill.
Mr. SHIrpLeY. No, sir. I think that any bill really should be de-

ferred so that the relationship between, say, the Manpower Training
Act of 1962 and the proposed Human Investment Act could be con-
sidered. The Senate bill-S. 1991-T think this argument was made
in the House-and the original House bill-H.R. 8282--these are the
administration bills, raised the question of whether this was not, con-
verting the insurance program into a welfare program; whether it
was not the kind of indirect approach to a guaranteed minimum wage
by providing for 52 weeks of coverage, whether a person was employed
or not, and with the diminution of eligibility standards in terms of
those peoTnle that Mr. Meany talked about earlier, and the discusion
of Mrs. Wickenden with respect to social insurance as distinguished
from relief and nDoverty programs and that kind of thing. There has
not been a really adeuate study of the relationship between the
poverty program, the OEO, the Manpower Training Act, this tther
spending porposal of -the Human Investment Act, and other Great
Society programs.

Senator DOUGLAS. You are in favor of postponing action until such
a competent study has been made.

Mr. SHnTPLY. 'Yes, from the standpoint of public policy. In this
great policymaking branch of the Government we are talking about a
bill to extend coverage to only 31/ million of about 15 million uncovered
people. We are talking about a bill now that is going to eover 3.5 mil-
lion of whom only 1.6 million arc private sector emnlovees. We knock
out another 7.5 million because we say they are State and municipal
emnlovees of some kind: State education and State hospitals come in,
under H.R. 15119-what is wrong with the remainder of the 7.5 million
public employees?
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If there is social value involved there, people who work for State
and municipal governments get unemployed, too. I think that there
has not been a complete study of the relationships in these pending
programs. But I say the rea reason for not enacting any bill at the
present time is because what you are really doing is only reaching 1.5
million mostly salesmen, agents, corner delicatessens, dentists, barber-
shops, and so on, who employ one to three, and you really are not
doing much when you do that with all the paperwork that isgoing into
this bill. The need for unemployment insurance among these small
businesses has not been shown, they are not subject to cyclical and
seasonal layoffs or dislocated production, such as in large industrial
enterprises.

If there is going to be action, I would say the House bill is the best
solution to this problem at the present time, because, we will all be
back later to discuss some other bill to cover the remainder of the 15
mill ion persons not now covered.

Senator DOUGLAS. Mr. Shipley, our staff expert, who is a very able
and openminded and fair man, calls attention to page BT-17 in this
comparison of State unemployment insurance laws, and I wonder if
you will look at the table and see whether I am accurately interpreting
this table. He informs me that there are only'9 States with a uni-
form duration of benefits, and there are 43 S'tates that have a vari-
able duration of benefits ranging from 8 to 39 weeks, and I suppose
this is in the column dealing with minimum potential benefits. Let
me read some of these:

The nine States with uniform benefits are Hawaii, Maine, Mary-
land, New Hampshire, New York, North Carolina, Puerto Rico, Ver-
mont, West Virginia, and all but Puerto Rico do have 26 weeks.

But when you get down into the States, let me read the minimum
potential benefits. Alabama, 13 weeks; Alaska, 15 weeks: Arizona, 10
weeks; Arkansas, 10 weeks; California, 12 to 14 weeks; Colorado, 10
weeks; Connecticut, plus 26; Delaware, 11; District of Columbia, 17
plus; Florida, 10; Georgia, 9; Idaho, 10; Illinois, 10 to 26; Indiana,
12 plus; Iowa, 11 plus weeks; Kansas, 10; Kentucky, 15; Louisiana,
12; Massachusetts, 8 plus 25; Michigan, 10 plus; Minnesota, 18; Mis-
sissinpi, 12; Missouri, 10 plus 26; Montana, 13; Nebraska, 11; Nevada,
11; New Jersey, 12 plus; New Mexico, 18; North Dakota, 18; Ohio,
20; Oklahoma, 10; Oregon, 11 plus; Pennsylvania, 18; Rhode Island,
12; South Carolina, 10; South Dakota, 16; Tennessee, 12; Texas, 10
plus; Utah, 10 to 22; Virginia, 12; Washington, 15 plus; Wisconsin, 14
plus; Wyoming, 11 to 15.

The idea thatt the maximum benefits are the uniform benefits is a
great error. These benefits are so dependent on previous employment
plus earnings that a very large proportion cannot get the maximum,
and it is a mistake therefore to take the maximum potential as the
uni form benefits.

Do you have any renlv to make to thtt?
Mr. SITTPLRY. Well, I think. Senator, you are quite right in your

observations as to the facts. I know here in the District of Colm-
bia where I live we have 17 weeks minimum with a maximum of 34
which is high above the Federal standard. In your State the mini-
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mum goes down as low as 10 weeks and goes up to 26 weeks. But I
think the problem again is a value judgment as between whether the
local people ill the State of Illinois should make the determination
what the minimum should be or whether we in Washington should
determine what they should do. Maybe other local programs make a
minimum of more than 10 weeks unnecessary.

Senator DOUGLAS. You have this problem of interstate competition
which has been referred to both by Mr. Meany and Mrs. Wickenden;
namely, a State which raises the duration of benefits by itself, and
therefore increases the cost of the system and diminishes the amount
of the refund to individual employers, placing those employers at a
competitive disadvantage, and, therefore, the same forces which oper-
ated in the field of skiled labor operated to a considerable degree in
the field of unemployment benefits, and it is the belief of many of us
that you should have a national floor above which individual States
could go but below which no State should fall.

Mr. SHiPLFY. Well, I do not quarrel with that approach. I am
miot,-I would not be called a red hot proponent of greater federalism
or greater centralization by this legislative process which goes on in
Washington because I assume the people of Illinois and the people of
iome of these other States-Alabama you referred to--have a good
and sufficient reason based on the knowledge of the local economy,
of employment cycles of industries and farming and these other re-
lationships to establish an appropriate local program.

Senator DOUGLAS. It also has the pressure of the cotton mills.
Mr. SHrPLEY. Well, Chairman Long-
Senator DouoLAS. It has the pressure of the steel industry and

others. I thinkyou will find in the history of the evolution of these
laws that many States which did start out with a uniform duration of
benefits under the pressure of competition changed those uniform
duration laws to variable duration laws with a minimum appreciably
less than;the maximum. I think you will find that.

Mr. SHIPLEY. I think that might be so, Senator. I do think this
is again one of the problems, I say, which has not been reviewed suf-
ficiently in depth, Ido not believe, for national policymaking. For
example, taking the States that we have talked about, the District of
Columbia, with 17-week minimum or Illinois with the 10 or whatever
it is, to 26-week, or Alabama with 13 weeks. We do not know the types
of social programs they have at the State level which might make it
unnecessary to have a Federal standard of 26 weeks. On the House
side it was brought out pretty much what Chairman Long was talk-
ing about earlier, about this "ship contract that his State did not get
which a State with a much higher benefit rate did get. As I under-
stand him, he was saying if this was a competitive factor, the contract
could have been let to his State for a million dollars and a half less
or something like that. California has been cited as being one of the
States with high benefits whose economy outstrips States with lover
rate unemployment insurance programs.

Senator-DOUGLAS. I think he was swearing to his own hurt out of a
devotion to the general truth. What he was sayin was that no State
should be given the advantage of lower standards. If you have a
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situation in which States are given this advantage, you would natu-
rally expect them to scramble for it, but there should be a floor below
which State competition should not carry the same standards.

Mr. SiTVymY. Well, I would just say this--I do think Mrs. Wicken-
den touched on it, it gets into the whole area of Federal-State rela-
tionship or whether this federal system is going to become a national
system without States. I know you have strongly supported the fed-
eral system throughout your public life, and is this a nibbling away
of the federal systein when the Federal Government creates and sub-
stitutes its judgment as to what standards should be in Mississippi,
and in New York and in California and Illinois, and so on.

Senator DouT(3.s. No.
Mr. SiPExY. I think there is an area of balance there. I am not

really competent to discuss it too much. My natural instinct is to
support the federal system along with the !Founding Fathers, but
there is certainly a growing school of thought that that structure of
grovernent is not working too well in this century.

Senator DOUGLAS. If the benefit system becomes a percentage of
oxistilig State wage-, then you get your variation between States as
it result of the play of market forces in determining the wages within
that State. So you still have a good deal of local elasticity there, and
furthermore you have decentralized administration which is impor-tant.

Well, this is a big question, but I felt I could not let you get by with
this statement of great uniformity when such uniformity as exists is
simply on maximum benefits, and 'is not on actual duration of benefits.

Mr. SHIPLEY. I think, of course, Senator, I must say that the forces
opposed to establishing this national uniform minimum, say 26 weeks
or even of 52 weeks or 26 weeks plus an additional 13 weeks, that point
of view was presented persuasively in the House but not effectively. It
may be that a much better case can be made for it. But when the ad-
ministrators of these State programs themselves really do not go along
with that approach, they may have a vested interest for not doing it
but when you added up the total thrust of concern over this issue, i
think probably the basic, the commonly held idea that defeated the
President's proposals in the House was this federalization of the sys-
tem by establishing a uniform Federal standard. This seemed to get
more people concerned deeply in a bona fide way about the Federal-
State relationship than any other thing, and this whole matter in the
House was the subject, as you know, of a tremendous amount of pulling
and hauling in executive sessions week after week and month after
month and it was not only employers or this, that, or the other group
of employees that were raising these problems. These werethoughtful
students of this whole ubject as yourself, and the idea you advance
was fairly presented not effectively, and it loqt in the mtrketplitee'
of competition among ideas over'there, and I do'not think it will do
much better here really.

Senator.DOVOLAS. woilld like to, unless there is objection from
other members of the committee-I wild like -to insert in the record
table 27 of this blue book.

(Table 27 mentioned, follows:-)

451
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TABLE 27.-Potential duration of unemployment insuranod benefits for new
insured olaintmants, by State, calendar year 1965

Average Perent of claimants entitled to-Spotentia! ______ - +___

State duration
(weeks) Total Less than 26 or more

26 weeks weeks

Total ..................... ........... 24.I 100 32 68

Alabama ....................................... 23.7 100 82 68
Alaska ......................................... 2.3 100 10 90
Arizona ...................................--- 22.4 100 41 59
Arkansas ....................................... 22.1 100 49 51
California ...................................... 23.8 100 29 71'
Colorado ....................................... 21.7 100 47 53
Connecticut .................................... 22.5 100 42 58
Delaware ...................................... 23.2 100 39 61
District of Columbia ........................... 30.2 I00 25 75
Florida ......................................... 19.5 100 75 25
(eorgia ..........-.......-....... .............. 19.4 100 70 21
Hawaii ......................................... 26.0 100 0 100
Idaho .......................................... 18.5 100 85 15
Illinois ......................................... 22.8 100 42 58
Indiana ........................................ 18.7 100 73 27
Iowa .........................----------------- - 21.1 100 57 43
Kansas ......................................... 22.9 100 40 60
Kentucky ...................................... 23.1 100 42 58
Iouisiana ..................................... 23.8 100 46 54
Maine ....................................... 26.0 100 0 100
Maryland ...................................... 2.0 100 0 100
Massachusetts ................................. 25.7 100 85 65
Michigan ...................................... 28.1 100 32 68
Minnesota ..................................... 24.0 100 47 53
Mississippi ..................................... 22.9 100 43 57
Missouri ....................................... 23.0 100 40 60
Montana ....................................... 21.7 100 48 52
Nebraska ...................................... 21.4 100 58 42
Nevada ........................................ 22. 7 100 37 63
New Hampshire ------------------------------- 26.0 100 0 100
New Jersey .................................... 23.6 100 33 67
New Mexico ................................... 28.6 100 15 85
New York ..................................... 26.0 100 0 100
North Carolina ............................. 26.0 100 0 100
North Dakota .................................. 23.5 100 40 60
Ohio ........................................... 25.1 100 24 76
Oklahoma ...................................... 27.1 100 41 59
Oregon ......................................... 25.3 100 10 90
Pennsylvania .................................. 28. 6 100 15 85
Puerto Rico .................................... 12.0 100 100 ..............
Rhode Island ..................... ............ - 22.9 100 43 57
South Carolina ................................. 20.7 100 100 ..............
South Dakota -------------------............... 19.8 100 100 ...........
Tennessee .................. ----- ............. 23.3 100 38 62
Texas .......................................... 20.4 100 67 83
Utah ........................................ 25.6 100 53 47
Vermont .......... - -.......................-.... 2.0 100 0 100
Virginia ....................................... 20.0 100 78 22
Washington .................. ,..........--27.8 100 26 74
West Virginia- -------...- L-............. 2.0 100 0 100
Wisconsin- ......... ... ....... . 7
Wyming 2 .. . 83

Mr. SjumnLi. [ do not have a copy of that, Senator. I wouAd like
to have X because f the great concern in this whole area.

Senator DouovAs. On'page 44 which gives the po ntial duration of
unemployment insurance benefits for new, insurec 0caimants ky State,
calendar year, 1965,,youwill see that,32 percent of tho claimants were
entitled to less than 26 weeks of benefits, and theq was a rea variation
between. the States.. In Hawaii there wex - no workers who, were
entitled-I beg, your pardon, all ,of the, workers were entitled to 26
weeks.

Mr. SmLmY. Yes; Hawaii was the full 26 weeks.
Senator DouomAs. But Missouri and Nebraska, 58 percent were

entitled to less than 26 weeks; South Carolina, 100 percent; South
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Dakota, 100 percent; Texas, 67 percent; Utah, 53 percent; Virginia,
78 percent; Washington, 26 percent; Wisconsin, 30 percent; Wyoming,
37percent. I should mention by own State, 42 percent, Illinois.

Idaho, 85 percent; Georgia, 79 percent; Florida,,75 percent; and
SO on.

So that as it works out, the restrictions upon duration of benefits
is such that about a third of the workers are entitled to less than 26
weeks.

Mr. SHIPLEY. Yes, sir; but I think the other side of the coin, Senator,
is that out of the 50 States only 8 have seen fit to establish a 26-week
maximum. They have local economic reasons for going the other
way.

Senator DOUGLAS. That is right. I am speaking of workers.
Mr. Siirmy. Yes but I was looking at the table that you were

referring to and whife very few of th'm -do come up to 26 weeks, there
are only 8 that have seen fit to reach this national standard of 26 weeks.

After all, we ar* king about 6 months, and you get to the point
of who should pay the cost of this si insurance up to .6 months or
even after 6 months, shoulfg " -- a gene i ation of the whole
society or just the emp yer and the consumer deals with that
employer. It gets "whose ox is being gored" d who should
really pay the cost a national pro a d a national *al program.
Is it an iusuran program fina d ou of roll tax o nm oyers
or a welfare p ogram pro y e arge ble to o r whole o

Mrs. Wic 1idqn, if am pr noun in he name correct y, her
approach- d she is muc con e e ith p venting verty
and these. nproductive ra on the o omy y people
who simpI waht to work an wor or no want to ork
and cannot work ei r, wha r h in the pe trty
class-ma be the t1 g gh t e nced n funded in a di ren
great eal of ti ot cc this te of

bill and I ould sa that the s st important prob e on
the House ide, was o o7 fit t sa I type of ifna cing
into the ec omy wit t lyIng o tIs se ent of b mess
that is affect d that is unreason nd in suitable d unf and
this gets into is Federal b e

So I would again t there, s 1 b at deal re study
of the interrela onship of otl e r ams, local co itions, of
State legislation a the methdds.of filming the who i insur-
ance p am t ing to become guaran annual wage.
That really was otie of t eas of debate,

,If, a few businesses ar go year's employment to
eV6ry1.6dy to tide them over loss~of earning potenti during the time.
of/seasonal shutdowns or economicdislocation or other circumstances
over which they have no control, really how do yo bear that cost and
who should properly bear that cost, everybody, or jusi some V

Senator, Thippreciate very much your time and your courtesy.
Senator DouoLAs. We appreciate your contribution, Mr, Shipley.
M'., SrnmET. And I would appreciate having my statement associ-,

ated with the record. Thank you.
Senator Dou(;As. Thank,yo i..
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The next witness is Mr. W. B. Hicks, Jr., representing the Liberty
Lobby.

I wish to commend you on making the shortest statement we have yet
received in this hearing.

STATEMENT OF W. B. HICKS, JR., SECRETARY, THE LIBERTY
LOBBY, WASHINGTON, D.C.

Mr. HICKS. Thank you sir.
Mr. Chairman, I am W. B. Hicks Jr., of Liberty Lobby. I appear

today to present the views of our board of policy, on behalf of the
185,000 subscribers to our legislative service.

We urge this committee to oppose any extension of Federal stand-
ards and control over the unemployment compensation systems of the
States. To this end, we recommend that no such extension of stand-
ards or controls be added beyond the provisions of IL.R. 15119.

Senator DOUGLAS. DOyOU support 15119?
Mr. HicKs. In lieu, of any of the other proposals, yes, sir. Iow-

ever, we have some reservations about that bill which follow in my
statement.

Concerning the proposal to extend coverage to all employers of one
or more employees, Liberty Lobby is concerned about the possibility
that the costs o? administration of the program for more than I million
new employers will far exceed the benefits to society of adding only
2 million new jobs to those covered under present law. It is partieii-
larly doubtful that these costs will be justified, since it is obvious that
a great number, perhaps even a majority, of the workers to be covered
will be ineligible to receive benefits at all, for other reasons, such as
being temporary or part-time employees. Liberty Lobby believes
that the Congress should insist on an accurate and comprehensive study
of the facts before adding new taxes to 1 million small employers only
to have those taxes eaten up by the costs of administration without
corresponding benefits to society.

Liberty Lobby wishes also to object to the diversion of funds from
the unemployment insurance program to finance various projects of
the war on poverty. We believe thitt any bill approved by this com-
mittee should provide that in the future none of the administration
costs of the unemployment insurance program shall be diverted to
other uses.

Senator DOUGLAS. Well now, do you believe that 15119 does that?
Mr. HoKs. No, sir, we are now speaking of the practice which has

been referred to in the testimony of other witnesses before this com-
mittee of the. administration of the unemployment insurance program
as it now stands, that many of the costs of administration reflected
actually are costs of administering other aspects of the war on poverty,
the Job Corps, etcetera.

Senator DOUGLAS. Well, I mean do you say that 15119 does divert
funds?

Mr. HICxs. No, sir. What we are saying is that it does not prevent
this, and we believe that any bill approved by this committee should
include a proviso which would put an end to the existing practice.

Senator-DOUGLAS. Is there an existing practice?
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Mr. HfICKS. At least as testified by other witnesses before this coin-
nitte this is the case. I have heard the statement of the Illinois
Manufacturers Association.

Senator DouoLs. I was not privileged to be here at, that time.
Mfr. HIcKs. I see.
Senator DOUGLAS. Is Mr. Goodwin here, or a representative of Mr.

Goodwin here?
Mr. NORWOOD. Mr. Goodwin is not here, Senator Douglas.
Senator DOUGLAS. Would you be willing to comment on this: Are

there any present funds of the unemployment compensation program
used to subsidize the so-called war on poverty ?

Mr. NORWOOD. William Norwood, Director of Unemployment In-
surance Service.

ihe funds are used to finance both the unemployment insurance
activities and the Employment Service.

Senator DOUGLAS. That is correct.
Mr. NORWOOD. References of the witness are to some participation

of the Employment Service in cooperating with various training
programs and other matters of the Ike. That is the point to whic 1
lie has reference.

Senator DOUGLAS. Do I understand you favor prohibiting costs of
placement in connection with training, placement in connection with
training, that that should be eliminated from the functions of the
Employment Service?

Mr. 1'cKs. Sir, may I simply quote from the testimony given by
the representative and then answer your question.

He says:
In the past few years much of the administration funds have,been diverted to

other uses such as for manpower development and training, youth oPortunity
centers, community development and other antiproverty programs. Thousands
of placement persons have been taken off their regular Jobs in the state employ-
ment security bureaus and assigned to work on these programs.

Our feeling is this: Employers alone and their consumers who pur-
chase from t ieiem pay the taxes which support the employment in-
surance program. The other programs here referred to by the witness
from the Illinois Manufacturers Association have nothing to do with
the employment insurance program per se. They are obviously wel-
fare type programs. They should not be paid for with the taxes paid
by the employers covered by this bill.

Senator DOUGLAS. I had always thought that placement was a func-
tion of the U.S. Employment Service.

Mr. HIcKS. Placement of the, persons, sir, who are covered by the
act is a legitimate function of the Employment Service which serves
to lowerthe costs to the employer.

Senator DOUGLAS. In other words, it is your position that no funds
of the Employment Service should be used to find jobs for those who
are not eligible for unemployment benefits.

Mr. HIcKS. This, I believe, would be our position; yes, sir. How-
ever, not all these practices have to do strictly with finding jobs. It is
just that the placement persons, placement personnel, have been used
to carr'ing out other functions such as community development and
other antipoverty programs, at least this is the statement.

65-992-66-30
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Senator DOUGOLAS. Do you know of anywhere where officials of the
Employment Service have been used to carrying out so-called com-
munity development programs or has their work been primarily con-
fined to the finding of jobs for those out of work, whet er covered by
unemployment compensation or not?

Mr. NonwooD. It starts from that, Senator Douglas. The appro-
priations committees, or course, of both Houses appropriate the moneys
that are earmarked for grants to States for operation of unemploy-
ment Service activities. This does include and has included for many
year., for instance, so far as the Employment Service is concerned,
services to youth. It is trne that a recent development is the estab-
lishment of such things as the youth opportunity centers, and they do
utilize Employment Service personnel in carrying out those responsi-
bilities. But they are related broadly to the point that you are speak-
ing to and that is placement of people.

Senator DOITOLAs. You cannot be opposed to that, Mr. Hicks.
Mr. HIcKs. Well, sir, I think that we have either an insurance pro-

gram or a welfare program in tile Unemployment Insurance Act.
Now, if this is a welfare program, then it should be so labeled. The

costs should be spread over everyone, not just those persons who by
purchasing the products of other people's labor, support those other
people, in effect, by paying their wages. It should be supported by
the community that, by and large, benefits from the welfare program.
This is our position, 'that either this is an insurance program and
should be so conducted or is not an insurance program and should be
financed as a welfare program.

Senator DOUGLAS. I would like to have you read your next para-
graph.

Mr. Hicis. All right, sir.
Above all else, we urge this committee to do something which might

encourage the use of our unemployment compensation system as a way
of life by those who would rather subsist on unemployment benefits
than make an earnest effort to find work. The Congress has a serious
responsibility to prevent the unemployment insurance program from
becoming just another form of tax-paid charity.

Senator DOUOLAS. Let us stop right there. Now is not the puipos
of trying to find work for these young folks who have not yet. been
able to establish eligibility under unemployment compensation to get
them on private payrolls so that they can earn a living and so they will
be off relief in the future and will not be a burden upon the taxpayers?
I cannot believe that you would favor shutting off the effort, of the
Employment Service to find work for unempt]_yed youngsters, who
have not been able to catch on in the field of industry, who A e~ft~imes,
are barred from in- rw y because of age resquiremenits. Its hard-to
get industry to take youngsters of 16. They demand a minimum age
of entrance as well as a maximum age of retention. ,

Mr. ITICKs. I do not object to these persons doing this woirk,'that
this work is done, sir. Our position is that the amount of, this wdrk
that is done should be paid for out of antipoverty funds and not iOut'
of unemployment insurance.,

Senator DOVOLAS. Would you favor an increase in the antipoverty
funds to provide for this ?
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Mr. Ificics. To the extent that this program is an effective program,
that, it is doing what it sets out to do, that it is accomplishing an aim,
I would say, yes, sir.

Senator BoomAs. Well, of course, no one very completely accom-
plishes his aim. It is the nature of life to fall short of one's goal.

That is true in our individual lives; it is certainly true in my life,
both personal and official. The question is, is the aim a worthy one, is
tlie achievement substantial ?

Mr. Hiccs. Is it the real aim, sir; the real question, that is, whether
or not achieving what you are able to achieve costs more than the re-
turns iii benefits?

Senator ])ouOrAs. Yes. The greatest waste that we have now is
humanll energies, either lying idle or turning to antisocial activities,
wid every day's newspaper brings some of those costs home. I have
just been going through some bad days in my own city of Chicago, a
city which I think is superior to most cities, and they are having
trouble now in Cleveland. Last year it was Los Angeles, and next
week, next year, it may be some other city. I tell you this is a prob-
lem of youngsters who have not been able to attach themselves to in-
dustry ior one reason or another, who are no longer at school, they are
drifting about th streets, and I want to say this-is not confined to one
race or to the cities alone. You will find it on the low-income farms
of Now England, of the South, and of Michigan, Wisconsin, Minne-
sota, and in the low-income areas of the southern part of' my own
State of Illinois.

You have a national problem here, and instead of calling footfaults
on the work of the E,'mployment Service in trying to help thee people
got placed so that in Mr. Shipley's language they can be productive
workers-it seems to me it is just throwing a roadblock in the way of
something we all ought to get behind.

Mr. hICKs. Sir, Liberty Lol)by does not belittle the magnitude of
iiw problem which you described. It is simply to say that it is not a
problem stemming from the unemployment insurance program, it is
not a problem that should be financed through the unemployment in-
surance program, because that is no longer insurance, that is welfare,
and while it may be fully justified as a 'public expenditure, which I
might question in some other context, but I do not question here, it
nevertheless should not be an expenditure made from the unemploy-
ment insurance fund, and this is our contention. ' ' '

Senator DoUoLA. Thank you:v6ry much. , '

Mr. I Kics. Thank you, sir. .
Senator DouoLAs. The final witness this morning is Mr.t A. Wein-

lein, 'of the Building Service Employees' International Union.

STATEMENT OF ANTHONY G. WEINLEIN, DIRECTR OF RESEARCH
AND EDUCATION, BUILDING SERVICE EMPLOYEES' IN'TERNA-
TIONAL UNION, AFL..I0

Mr. Wzir xr. My name is Anthony. G. Weinlein, arnd I represent
this morning the, Building Service Employees International Union,:
an organization of 350,000 workers, many of whom are from those
allegedly nonproductive capacities that were talked about here before.
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I understand there is a shortage of time and that you are asking
f or a shortening of statements, Senator, and, therefore if you do not
object. I will ask that the entire statement be put in tie records, and
I will i ost refer briefly to the first few pages and then go onl

Senator DOUGLAs. That will be done.
Mr. WEINLimN. Needless to say, we support entirely the st ateiiients,$

ie written and oral statements, of President George Meany of the
AFL-CIO, and our concern Senator is chiefly with the coverage
lrovisions, and contrary to [r. Shipley, we would prefer to have
coverage provisions extended rather than decreased.

Senator 1)ouorAs. You take this position despite the fact that your
employees are in local industries where interstate competition is prob-
ably at a minimum.

SIr. WENI,Ir. Yes, sir; interstate competition is at a minimum in
these industries. And we have in our union many of the for example,
many of the apartment house employees that Mr'. Shipl'ey rel)reSVlts
the owners, and I want to asur.e Mr. Shipley, and I ai sure he
kniiows, that, the rents of al)artment houses are not going to bo (leter-
mined by ali unemployment compensation tax. The regrettable thing
about this entire situation is that these small employers were not
covered nationally years ago. If it. is going to be a.'shock, it- may
possiblyy be a shock" to some0 of them, it should have been a shock t
long time ago, and Mr. Shipley failed to notice that many States
have already taken the proper steps to cover these small enml)loyers.

We ore asking that all small eml)loyers be covered. We are astiig
with Wirtz, we are following Secretary Wirtz' suggestion mae(l here
a few days ago, that the House bill be'altered so that emil)loyers that
have one or more employees and a $300 payroll per quarter )e covere(l
in the l)resent bill.

Our other two concerns with coverage, Senator, are the nonprofit
institution employees, particularly the hospital and university em-
,)loyees, and the employees of State and local governments. 'With
regard to the hospital and university employees, the House bill is
acceptable. We accept the limitations and we agree with the tqpecia1
tax arrangements that have been incorl)orated into the hIouse bill.

Senator 1)ouMIAs. We had testimony yesterday .rom Mr. James
Purcell, of the National Association 'f 'Buildingr Service Contrac-
tors-

Mr. WEiNmLEN. Yes, sir.
Senator DolT(vAR (continuing). With whom your union deals.
Mr. WEINLEIN. Yes, sir.
Senator Douauas. I do not know whether you heard his testimony or

not.
Mr. WE1NLETN. I read it, sir.
Senator DoUoLAs. At page 492 of the typewritten record Mr. Purcell

says:
Within the past six months we lad an employee who had been retired for

disability reasons from the Federal Government who had beien working for us
at the same tinm, and he had a heart condition, and he applied for unemployment
Compensation. We went to and trailed to get the hearing, thrownout on the basis
that the man was not able to work because of physical disability and we were
not his prime employer at the time he became physically disabled. We lost in
the hearing. The man was later classified on appeal as an observer, bflt still
qualified for benefiltq.
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And Mr. Purcell said:
TII is an11 iiulso of l1ineilliloyiiniO clt ( 1OnpenU1S1toll.

Two seit ences later, lie test ified that this was fill excel)t hmi ease. I
wolidered if you. have any comiimeiit to make on tiat case, wh0ic her you
know about it.

Mr. WUMNLEIN. No, sir; I (lid not know ahout, it before I read the
testimoiy. I wolh[l (certaiItly' agree that it was a very exceptional case.
I do not know all of the rainitmations of the law involved.

Senator l)ouu,cs. Would you say that if the facts were stated by
Mr. Purcell that this was a proper case for unemployment comlpensa-
tion? I had always felt that IIIielli ploynient comil~lesaltiou applied
where a man was able to work, willing to worlq left his job without just

cause, and was actually seeking suitable employment. Now, if a man
is not able to work, do you think that this shoulI come under unemlploy-
Ilient compensation?

Mr. WEINJJIN. No, sir; essentially we do not,.
Senator DouJOTAS. I am glad that is cleared up, because sometimes

there is a tendency to stretch unemployment compensation pretty far.
Thank you.
Mr. WEiNLEir. I would like to say, with regard to the nonprofit

inst itutions, that the liinitatioiis on these institutions, on the coverage
of these institutions, in the House bill are acceptable to us and we are
very happy that some steps have been taken to cover hospital and
diversity employees.

I woul(1 like now, if I may, Senator, in the interest of speeding along,
to read the section about employees of State and local governments,
which begins at, the bottom of page 4 in the testimony we are sub-
mitting.

III te.tifyimig before tile 110,1150 Wavs and fMeaIIs Conmnmittee last
year, we point led out that onlv about a half Imillion emPlloyees of State
alid local govelmnmiieiits are li'otec(t bl ibyuenmploymneut i'OMiIlensat ion
.111d we suggested that, Congress iiorl)orate inlt0 thfe present bill a
)oli(.y statement illdiating thai it is the policy of file federal (,ove rn-

iiii'ii, to encourage States to ('ovet their own ellio)h)yees alid eluiployees
of sul)siditl'y governmellis as well as other peIils wie are lot cov-
(red lby Federal stat mtes.

Si a;e hat, little, progress has b een 11111e in tile two firea of' fair hal o
stailidards and lIuln i)loyiueiit cOuilmlition ('overage of State and
local frover'mnhlllnt Pill oy'ees.

On May 26 of the present yea' the House of Representatives passed
anmedmeiits to the Fair Labor StiUdards Act which would extend the
minimmun wage coverage to a)proxiniately 8 million workers, iiiclud-
ing school custodians and emlployems of State and municipal hospitals.
Subsequently the Houls passed It.R. 15119 which would extend unem-
I)loyinehnt, comp)tmsat ion coverage to the em)loyees of Slaite hospitals
and colleges. Last. Friday the Senate Labor Subcommittee approved
witlI only one major change, the Ihouse-passed amen(lnments to FLSA.

IV( a-.1 el grateful foi this turn of events, hut we would like to su rest
that the Senate now go the whole wvay and extend coverage eOmpetely
to the employees of State and local governments. At very least, it
would be logical to extend coverage to employees of city, county, and
other local governmental hospitals and institutions of higher education,
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as long as H.R. 15119 is already extending coverage to such institu-
t ions at the State level.

We belie;e that the employees of State and local governmentswho
render such important services to our Nation are deserving of tinem-
ployment compensation protection like all other workers. While their
job4f are relatively stable, it must be noted that there is unemployment
a among them.

May I say here incidentally that an adequate measure of uneinploy-
ment among State and local government employees is not available.
The rate calculated by the Labor Department is limited to employees
in "public administration." Service and other blue-collar woricers
eii played by State and local governments are not included in th is rate,
and it." is pro )bable that the true rate of unemployment for those em-
ployees of State and local governments who need unemployment com-
pensation most is probably twice a,, high as the present level of 1.4
percent. That is this public administration rate.

In conclusion, we would like to briefly summarize our position by
saying that we believe that unemployment compensation insurance
should be extended at least to all wage earners in the United States.
We believe that no person should be denied unemployment compensim-
tion I)rot'etion simply because he happens to work 'in a small estab-
lishment 6r in a nonprofit institution or for a State, county, city, oy
local government.

The proposals for the extension of unemployment compensation
coverage that are contained in H.R. 15119 as well as the suggestions for
the extension of coverage suggested by Secretary Wirtz, President
Meany, and our own testimony would extend protection of unemploy-
ment compensation insurance to millions of low-wage workers who are
particularly in need of such protection. This extension would contri-
bute to the war on poverty and would be an excellent forward step in
the direction of universal coverage. We ask that the members of this
distinguished committee recommend that action to the U.S. Senate.

We want to thank you for this opportunity to be heard, Senator.
(Mr. Woinlein's prepared statement follows:)

STATEMENT OF TIHE BUILDING SERVICE EMPLOYERS' INTERNATIONAL UNION, AFL-
CIO, SUBMITTED BY ANTHONY G. WEINLEIN, DIRECTOR OF RESEARCH AND EoU-
CATION

My name is Anthony 0. Weinleln and I want to express the appreciation of
President David Sullivan and our entire Union, the Building Service Employees'
International Union, for this opportunity to speak briefly on the proposed amend-
ments to the unemployment compensation statutes.

I will identify our union only by saying it is an organization of approximately
350 thousand men and women engaged In various kinds of service occupations,
and employed by private industry, government and non-profit Institutions. Many
thousands of our members are not currently covered by unemployment compensa-
tion laws. A large portion of them are employed in non-profit hospitals and uni-
versities. Many of them are employed In establishments which have fewer than
four employees, and many others are employed by state and local governments.
It Is on behalf of these members particularly that we present this statement.

SUPPORT OF AFL-CIO STATEMENT

With regard to lR. 15119 In general, and with regard to the need to Improve
the entire unemployment compensation system, we wish to associate our organiza-
tion with the remarks of President George Meany of the AFL-CIO. We are en-
tirely In support of th(we views.'
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With Mr. Meany we hope that tile Senate will reincorporated uniform federal
standards for the amount of weekly benefits and the duration of such benefits,
as well as a minimum of 20 weeks for the extended federal benefits program.

In the rest of this testimony, however, we will limit ourselves solely to the
question of coverage.

NONPROFIT INSTITUTIONS

We applaud the House of Representatives in its action in supporting the ex-
tension of unemployment compensation coverage to the employees of nonprofit
hospitals and institutions. We have no objections to the exemptions from such
coverage as written into II.R. 15119, nor do we object to the special tax arrange-
inents which can be made by states for nonprofit institutions tuider 15119.

We call upon the members of this distinguished committee and upon the
Senate as a whole to grant unemployment compensation coverage to the em-
ployes of nonprofit hospitals and other nonprofit institutions. Employees of such
Institutions are among some of the lowest paid workers in our nation, despite
the fact that large numbers of people are thus employed.

Hospitals account for the largest grouping of nonl)roflt employees. Because
of the way in which hospitals have developed historically and because of the
traditions and sentiments that have grown up with the institution, hospitals
are often looked upon as a kind of special enterprise which should not be subject
to the rules that apply to other enterprises. Our nation must, however, recognize
the fact that in their economic activities liospitals behave pretty much like all
other organizations. They pay standard rates for the products and services
which they purchase from the outside; they attempt to accumulate an income
that exceeds expenditures; and their administrators and staff professionals natur-
ally work to maximize their own personal incomes.

Hospitals represent a huge enterprise in the United States. In the view of the
American Hospital Association, they constitute the fifth largest industrial com-
plex in a nation of large enterprises.

The fact that nonprofit institutions are given special tax status does not imin-
munize their employees from the hazards of unemployment. We believe that
hospitals must accept the fact that the payment of unemployment compensation
taxes are essentially a part of modern economic life. The failure to protect
hospital and other nonprofit institution employees with unemployment compensa-
tion in the past has been an injustice which should now be rectified. It has,
incidentally, led to some anomalous situations in cases where profit-making
activity is carried on by the nonprofit institutions, and some employees of an
institution are covered while others are not.

There is unemployment among the employees of nonprofit institutions, even
though the rate may be somewhat lower than it is for manufacturing. In those
states where hospital workers are covered (like Hawaii and Colorado, for ex-
ample) there is clear evidence of unemployment and periods of unsuccessful
Job hunting. The non-professional employees of hospitals and of nonprofit in-
stitutions generally are relatively low wage employees and have almost no oppor-
tunity to accumulate personal savings to protect them against periods of unem-
ployment.

We believe that It is most urgent that the employees of all nonprofit institutions
be protected by unemployment compensation.

SMALL ESTABLISHMENTS

H.R. 15119 would cover those small employers who have one or more employees
in 20 weeks or who pay wages of $1,500 in a calendar quarter. Mr. Meany has
suggested that the coverage of small establishments be extended. Secretary
Wirtz has specihtcally supported the use of the Interstate Conference of Em-
ployment Security Agencies' recommendation that coverage be extended to
those employers who have one or more employees if the employer had at least
a $300 payroll in a quarter. This amendment of H.R. 15119 would add about
350 thousand more employees of small establishments to the 1.2 million that
would be covered under I.R. 15119. We heartily support this recommendation.

There seems to be no genuine reason for denying unemployment compensation
coverage to the employees of small establishments. Twenty-four states have
already covered some or all of the employees of such establishments and this
action on the part of the states has brought unemployment compensation to
1.2 mIllion employees.

Our Union is particularly concerned with small establishments since many
of our inembers are service workers in buildings that employ only a few people.
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While we cannot cite specific Instances. we assume that the inroads of auto-
mation as, for example. through the Installation of an automatic elevator is a
substitute for a manual elevator, could reduce the number of personnel el-
ployed by a building covered by unemlloynet collpensation to a number of (ili-
ployees fewer than four, so that the remaining eniployees who did not Jose their
jobs through automation would, however, lose their uienijloyment c OIpnella-
tli protection.

We are accordingly asking that the coverage be extended to employees of
small establisllients using the delinittion suggested by Secretary Wirtz.

RIUPI.OYEIS OF STATE AND LOCAL GOVERNMENTS

In testifying before the House Ways and Means Committee 1ast year. we
pointed out that only about a half million employees of state and local govern-
ineiets are protect{,d by unemployment compensation, and we suggested tlat
Congress Incorporate Into the present bill a policy statement Indicating that
it is the policy of the federal government to encourage states to cover their
own employees and employees of subsidiary governments as well as olher
persons who are not covered by federal statutes.

Since that time. progress has been nmade in the two areas of fair labor stand-
ards and unemployment compensation coverage of state and local government
employees.

On May 26 of the present year the Itouso of Representatives passed amend-
ments to the Fair Labor Standards Act which would extend the mninhaum
wage coverage to approximately 8 million workers, including school custodians
and employees of state and municipal hospitals. Subsequently the House passed
I.R. 15119 which would extend unemployment compensation coverage to the
employees of state hospitals and colleges. Last Friday the Senate Labor Sub-
committee approved, with only one major change, the Hlouse-passed amend-
ments to FLSA.

We are grateful for this turn of events, but we would like to suggest that the
Senate now go the whole way and extend coverage completely to the employees
of state and local governments. At very least, it would be logical to extend
coverage to employees of city, county and other local governmental hospitals and
institutions of higher education, as long as 11.11. 15119 is already extending
coverage to such institutions at the state level.

We believe that the employees of state and local governments who render such
Important services to our nation are deserving of unemployment compensation
protection like all other workers. While their Jobs are relatively stable, It must
be noted that there is unemployment among them.

May I say here inldentally, that an adequate measure of unemployment among
state and local government employees Is not available. Tie rate calculated by
the Labor Delrtment Is limited to employees in "public administration". Serv-
ice and other blue collar workers em)loyed by state and local governments are
not Included in this rate, and It Is probable that the true rate of unemployment
for those employees of state and local governments who need unemployment
comnl)ensation most is probably twice as high as the present level of 1.4 Percent.

CONCLUSION

We can briefly summarize our position b)y saying we believe that unemployment
compensation insurance should be extende-d at least to all wage earners in the
United States. We believe that no person should be denied unemployment com-

piensation protection simply because lie happens to work in a small establishment
or in a non-profit institution or for a state, county, city or local government.

The proposals for the extension of unemployment compensatlQn coverage that
are contained in h.R. 15119 as well as the suggestions for the extension of
coverage suggested by Secretary Wirtz, President Meany and our own testimony
would extend protection of unemployment compensation insurance to millions of
low wage workers who are particularly In need of such protection. This ex-
tension would contribute to the war on poverty and would be an excellent for-
ward step in the direction of universal coverage. We ask that the members of
this distinguished committee recommend that action to the United States Senate.

Senator DoTrAS. Thank you very much, sir.
Now that concludes the list of officially listed witnesses. Mr. Heath

Wakelee, who represents the Electronic Industries Association, has
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heeii scheduled to appear at this tie. is Mr. Wakelee in the room ?
If he is not, he has submitted a letter in lielu of it personal steatnent
supporting flthe ][ouse bill. Without objection 1 y other Inemllbers of
tie col klitee, his letter will be made a part. of the record t t this polnt
in the proceedings.

(The letter, with attiachnients, follows:)
ELECTRONIC INJUSTRils AsHOCIATION,

1Vaithington, D.C., July 20, 1966.
1i1o. IlUSSELL 1]. LONO,
Chairman, Committee on Finance,
U.S. Senate,W1ashington, D.C.

1)El SEN&TOR LoNO: The Electronic industries Assclation vlslls to lie
recorded in favor of 11.11. 15110, now being heard before'your Colanlittee. Our
Association strongly urges that this li)l, as approved overwhelmingly by the
IIoluse of lepiresenitatives o1 June 22, be reported favorably by your Coinnittme.

Last August the Association, represented by Mr. J.iTes .1. Brant, appeared be-
fore i1h louse Ways and Means Committee, testifying on 11., 8282 (companion
bill H. 1991). In lls detailed slatemnent (a copy of which is attaeled for pur-
poses of Incorporationl i the Record of your bearing), he reviewed for tie 1o1st'
Ways f ind Mealls Committee tite Interest of the Assoclatin in the Sound developi-
ment of the Federal-State unemployment insurance programs. (Pages 85-902
of the House Ways and Means Committee hearings on 11.i. 8282.) The views
then expressed accurately reflect the Association's current thinking in this area.

While it would be repetitious to restate here EiA's position, especially in view
of this recorded testimony and tile subsequent passage by the iHouse of 11.11.
15119, we believe It appropriate to underlihe three major points we made lust
August and which undoubtedly will be considered in your de'liberations.

First, tile Association desires to again underscore tihe dramatic progress tillit
has been made under the present system In terms of increasing benefit protection.
Today's average benefit check will buy at least 54 per cent more In goods and
servicesH-in terms of constant dollars-than its 1939 counterpart.

The belief that Federal benefit standards, as proposed In H.R. 8282, are needed
because the State programs have been unfortunately laggard In keeping benefits
updated. is not based on fact. H.R. 15119 correctly recognize tile facts and does
not Incorporate, therefore, any Federal benefit standards. We believe the facts
also justify your support of this conclusion.

Second, the House passed bill wisely rejected the provisions of I.R. 8282 wilich
we believe would have, in effect, repealed the desirable experience rating pro-
visions-which encourage more stable employment through better planning and
provide the fairest allocation of unemployment Insurance costs along elployers.
We urge your support of tills position.

Third, ETA lias endorsed, and hopes your conlnittee will endorse, the House
approved recession extended duration program. We believe it flaker sense to
extend tie normal duration of benefits only during lsrlods of igl level unenl-
ployment.

iii summary: HIA believes that I.R. 15119 inerits tile Committee's approval
and we urge Its speedy enactment.

Yours very truly, ITEATI! WVATELEE,

D)rcctor, ElI Indutrial Rclation8 Department.

ATTACHMENT A

SUUMMAIY OF STATEMENT OF TI E.EcrRONIC INDU. sTIlEs ASSOCIATION

1. ETA endorses tile existing nation-wide federal-state uucnployment Comlen-
satiol system which has nlade a major contribution to the economy over tile last
30 years.

2. Tile present system is a dynamic one, in which both the Congress and the(
states iave made significant Improvenlents.

3. Contrary to the opinions of some. the facts show that benefit protection
has expanded greatly since 1939. The record of progress slows that Ktate legis-
latures lave continually adjusted benefit levels and that actual benefit protection
has more than kept up-to-date. Today's benefits have more than 50% greater
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purchasing power in constant dollars than its 1939 equivalent. The majority
of claimants, according to best available data, are receiving at least 50% of
their wages. In view of this record, we believe there is no need for additional
benefit eligibility disqualification standards.

4. EIA suggests that, if there still remains any doubt as to the fact that the
majority of beneficiaries are receiving at least 50% of their wages (and a much
larger percentage in vfter-tax income dollars), the U.S. Labor Department
commence gathering from the states and publishing this relationship.

5. EIA supports the extension of coverage to employers of one or more empoly-
ees as long as it is a reasonable test of employer status (20 weeks work in a
year).

6. EIA believes that the proposed removal of the present federal experience-
rating requirement would be most unfortunate and undesirable, being contrary
to the underlying purposes of encouraging efforts to regularize employment and
most equitably allocating costs of unemployment.

7. EIA supports the concept of a stand-by program to extend the duration of
benefits during periods of recession when Jobs are harder to find. Appropriate
federal enabling legislation should give the states all necessary flexibility to
design and finance the programs within the existing state system.

ATTACHMENT B

STATEMENT OF THE ELECTRONIC INDUSTRIm AssoCIATIoN

My name is James J. Brant. I am Staff Vice President, Personnel Adminis-
tration, Radio Corporation of America. Our corporation is active in the Elec-
tronle Industries Association, and I am Director of the Industrial Relations
Department of that association. I appear today in behalf Of the Electronic
Industries Association.

INTRODUCTION

The Electronic Industries 'Association (EIA), while one of the older industry
organizations, founded in 1924, represents an expanding industry which is the
fifth largest manufacturing group in the country, with shipments in 1964 of $16.1
billion and with about 8T5,000 employees. EIA, with 274 members, represents
about 75% of the dollar volume of the electronics industry business.

As might be expected from this brief background, our membership is not only
vitally interested in the public unemployment program, which so directly affects
electronics Industry employment and costs, but we can also come before this
Committee without any long-standing, preconceived ideas about the program.
EIA looks upon the public unemployment insurance system as an essentially
sound and necessary program in our increasingly industrialized and more urban-
oriented economy. We can endorse philosophically the oeilsting unemployment
insurance program as a wholly workable 'blending of both federal and state
responsibilities. 1 1 . ...

Our review of the history of the federal-state partnership indicates that
Congress wisely passed, in 1935, what is essentially enabling legislation encour-
aging the states to enact unemployment insurance laws. Congress correctly
expected that the Individual states would continue to experiment with a variety
of approaches which would develop the most meaningful programs to suit the
varied conditions found across the country. I .

Certainly "perfection" wasn't expected-nor has it been obtained. Unemploy-
ment insurance is a dynamic, changing program which has more than kept pace
with the times. If the present system had stood still or If the program was a
sham. Electronic Industries Association would hope to be in the forefront of a
movement to demand drastic reform. We do not believe, however, that the
proponents of H.R. 8282 have made out either a good or convincing case for their
omnibus bill.

We are concerned seriously with the fact that, except for the schedule, of
projected higher federal tax rates, there is a seeming absence of data on what
the short and long-range cost impact of the so-called standards would be under
the state programs. We cannot see how it is possible to have a thorough dis-
cuss ion or evaluation of any such program without taking these facts into
consideration.

This general evaluation does not mean that EIA disagrees with some of the
major objectives of the proponents but only that some of the means proposed are
inappropriate or that the objective has already been achieved In large measure.
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We also would hasten to point out that some of the features of H.R. 8282 are
worthy of additional study and others, modified somewhat along the lines of
other pending legislation, could well prove a salutary addition to existing law.

POINTS OF AGREEMENT

With respect to the U.S. Labor Department's explanation of the "reasons for
the proposal,"* we can concur wholeheartedly with two basic observations.
These are:

(1) "In its 30 years of existence, the unemployment insurance system has
made major contributions to the economy as well as to the millions of unein-
ployed workers who have received payments"-and

(2) "The States have made significant improvements in their laws".
Our analysis, showing annual benefit payments of over $2.5 billion to about

5.5 million individuals, with an aggregate benefit pay-out of over $38.8 billion
through May 1965, demonstrates a major contribution. The generally dramatic
increase in benefit protection since the program began, and as accentuated in the
last five years, testifies to the willingness and ability of the program to keep
up to date.

BENEFIT PROTECTION INCREASES

It would be repetitious, here, to restate the large body of evidence demon-
strating how benefit protection has expanded since the so-called 199 "bench-
mark" year. It is clear that today the average weekly benefit check is far more
meaningful than its 1939 counterpart in buying goods and servces. The 1939
average benefit was $10.6--in April 19W5, It was $37.16. When the 1939 check
is converted to 1965 equivalent dollars, all must agree that the 1965 check buys at
least 54% more than its 1939 counterpart.

Benefit protection has expanded tremendously since 1939 when the maximum
duration was about 16 weeks. By 1965, all but two states had a maximum
duration of at least 26 weeks and nine states had provisions to further extend
duration in periods of recession.

In 1939, the maximum weekly benefit in most states was almost uniformly $15.
Today, that picture is changing so rapidly that even the fact sheets (e.g., Table
6, page 72) submitted to this Committee on July 30, 1965, by the Department of
Labor are out of date significantly in some states and additionally fail to reflect
the additional amounts payable in 9 states for dependency benefits.

The record of progress, in terms of increasing maximum weekly benefits, is
dramatic. Today 37 states provide a maximum weekly benefit--exclusive of any
dependency allowance-of $40 or more. They represent almost 82% of covered
workers. 25 states, having over 52% of covered workers, have a maximum bene-
fit of $45 or more (68.6%, when states having dependency benefits are included).
In fact, nine states pay $50 or more as maximum weekly benefit (increasing to
16 states, having a total of 53% of the covered employees, when dependency
benefits are included).

As is well recognized, and brought Out in much of the evidence already sub-
mitted. the product of the weekly benefit amount tim64 benefit duration is a truer
measure of individual benefit protection. In 1939, the, maximum benefit pro-
tection was about $240 per year ($15X16 weeks). From a visual inspection of
the current state maximum, it is evident that maximum benefit protection is
well over $1,040 (26 weeks x $40) for at least 82% of the work fUirc. ' In states
having at least 50% of the covered employees, it is at least $1,300. Indeed, ihe
range is from $1,300 to about $1,690--exclusive of dependency beneflts--Lat the
26 week duration limit.

When the extra protection available in nine states during recession period is
considered, the maximum amount of protection increases to $2,535 (Calif.) ex-
clusive of dependency allowances and to' $2,925' (Conn.) including such
allowances.

Maximum benefit protection has thus far outstripped cost of living increases.
State legislatures have adjusted benefit levels continually. Just since January

1960. ill but six states (Alaska, Florida, Mississippi, New Mexico, Oklahoma
and Washington), including almost 95% of covered workers, have Increased bene-
fit protection matei-ially, and even since January 1, 1962, 37 states have Increased
their benefit protection.

*June 80, 1966: "Background Inforniation," prepared by the U.S. Department ,of Labor
for the House Ways and Means Committee.
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'i'ilQ record of progres,1. IN lo outlllned graphically it the alttahoiot whh
illeates belietit changes III tit nile states whhh have about 80% of EIA
nlenibership.

EI'A therefore disagrees emphatically with the Department of Labor's appraisal
that ti prograin has not b14n "kept upt to date". Verbal)s benIll s tmay it-i have
ikireased( quite as fast as tihe Labor Department wuld have liked but the record
Just doesn't Justify the projl)ol so-called federal "lienelit standards".

1IA does not quarrel with the ('ancept that a maJority of claianl, should
recelve it l)aytieit equl to ut least 0% (if their wages uider the imomploytienit
Insurance program. We believe that, 11 is Ael klown, the benlelit formula int all
state. provides at least 50p% wage replacement up to the maximum weekly lenetit
oIf 'ellinig aniounts. The miximiumn weekly lIenelits should and have leien re-
viewed with that purpose in mind.

A MAJORITY OF ACTUAL I1ENEFICIARJES IECEIVES AT LEAST 0c% OF MWAlER

The T)opartment of Labor data demonstrates to us that at least a maJority
of (laimaits do In fact now rceivo at least 0% of their wages. A current
Labor Department tabulation indicates that a majority of the claimants in 1Il4
were entitled to receive at least 50% of their wlges. We believe that thls tabilla-
tion seriously understates the actual situation, since this available (lila does
not fully reflect either the extra amoiut.4 paid for deln~dents or ti nualiers
of claimants at the maxliumni. who would not have their bonefIt increased even
If the maximnums were Increased.

ETA suggests that the iLabor Department (if it really wiShes to dlltonstnrto
how the program Is actually operating for beneflilarles) gather from all states
lit the period Immediately nhad the percentage of actual benefieIrle whoi are
and who are not receiving 50% of their wages. This information should he
ruado pullIe so that all can review and Judge more accurately how the program
is treating actual claimants. We also suggest that It vould be helpful to know
the actual wage replacement percentage of henoflelarle based on "after.ftair
incam", since today's benefit is not subJeet to tax and since today's wages for
most beneficiaries, unlike those of 1939, are subject to income and social so.u-
rity taxes. Ewen today's rather Incomplete and sketchy tabulations understate
the actual wage-replacement percentages because they fall to recognize these
obvious facts of life.

ON MIIttA, ETIOGiILITY AND IISQUAMIPIOATION STANI)IAIII

We have been unable to discover any justification, other than a rhetorical one,
for the Department's reasoning for the proposed eligibility and disqualIflation
"standard%". except that some states have "exceslve" maliniuni base-lerlod
wage requirements or "excessive" provision requiring a prior work force at-
tachment of more than 20 weeks (or equivalent). Only one state, Wyoming, has
actually more than a 20 weeks-of-work test.

We have carefully reviewed the earnings requirements of the 17 states fall-
Ing under the Department's ban on "excessive" earnings retiuirenients. These
"excessive" earnings tests range froiu annual earnings of $450 in Arkailms
(where the U.S. Labor Department says $372.8K is the satisfactory limit) to

$,8)0 In Washington (where the Labor Delmrtment says $114.70 is all right).
We fall to see any logic in the Labor Department's prolssed federal standards

of 20 weeks, work or five times the state's average wekly wages. We We esle-
clally little logic when we note that 80% of new Mais (January-Malch 11915)
had suflhelent wage credits for Insured status. Indel, many student of the
pr-ogrant are criticizing the program for not doing a better Job in screening Out
those pIple who really have only very marginal work force attachment.

We have noted with disappointment that while the Department las Inade
reotntienhations for federal "disquallflcation" standards (except as to Lhabor
disputes, fraud, and criminal cases) that, as of July 80th, the l)epartment did
not, have data on what the Increased cost or other impact would be as a result
of its federal requleauent that benefits could only be lost)oned 0 weeks. Ti-
deed, an August 2nd Mabor Department release did little to clarify the situa-
tion, oxcept to indicate that apparently Alaska, Connecticut, Kansas, and Puerto
Rh'o would meet all the D)epartment's current requirementA,sin this area.

Philosophically, we can see nothing lmproler, for example, In requiring a
elaihant to show that lie has returned to the work force after lie has quit work
without good ause.
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We can find no ObJective rationale to Justify the Labor Department's atti-
tutde in the disquallflcation urea nor any broad base of fact to suggest a depar-
turo front the wisdom of the present practice.

We can see no need for the Congress to concern itself with the detailed basic
eligibility and disquallciatl matters. We hold to tis view and are not tempted
to the contrary even by the proposedl provision l it.R. 8'2852 which would dis-
qualify an individual for a second round of benefits (tile double-dip problem)
unless he has "sonie" intervening employment. -This should be ii matter for
state resolution.

ON COVERAGE

EIA is inclined to favor some broadening of employer coverage under the
Federal Unemployment Tax Act. We recoguize that many states have extended
employer coverage below four or more employees.

We believe, however, that coverage should only apply where the employer
has one or more employees in at least 20 weeks (present federal requirement).
Any shorter time period seems too casual a relationship to be considered an
"employer".

ON EXPEIIENCE-RATINO

1A cannot express to strongly its opposition to the removal of the present
exportmee-rating requirement. We believe It possible that the Department of
Labor has not been completely candid with either the Committee, employers, or
the public in discussing or explaining the proposed deletion of the experience
rating provision (Part (1) See. &-3(a) of IRe). The Secretary of Labor hits
not: even mentioned it in his printed testimony.

Experlene.rating distinguishes unemployment insurance from the welfare
oriented programs. It encourages regular employment. It most equitably ail-
lieates costs. It encourages improved administration. It minimizes abuse.

lIA believes that the "savings" that have resulted from "experience-rating"
have been wholly in the general public interest.

They are a measure of direct employer involvement. Not only do they provide
the financial incentives to help encourage regular Jobs, but they mean a fairer
and proper distribution of employment costs.

Of some concern are the recent Social Security Ambndments pushing the em-
ployer-paid portion of the Social Security tax from the present maximum of
$174 per year to a future $872.90 maximum tax on $0W0D earnings, We are sure
that these increases are as startling to employees as they are to employers.

The H.R. 8282 proposed increase in the Federal tax from the present $12 maxi-
mun per employee per year to $8(180 represent new costs, and we cannot even
estimate the total unknown and invisible iceberg which 11.1. 8282 may mean in
terms of Increased state costs.

113A members value "expe-rience-rating" and believe It should be preserved,
strengthened in fact, and not undermined as 1.R.8282 would do.

Experience-rating has meant "savings" to I1A members in the millions of
dollars. A relatively small sampling of EIA membership (both large and small
companies) showed that 50 members have "saved" over $235,000,000 in the last
ten Fears (some of the sample had not been in business during the entire period).
Of course "savings" represent nly tbe diff~rere¢O bbtwefn tlXe'htmul 0eneflt costs
which have been fmlly paid fr and a -ixm5ble m1xiniuitii f 'Arite., "'Shigm"
alO. represent a measure of tie fnmaiiingftihe 6f 11O. in 'eMplorr, regularlza-'
tion effort. These comjPhnies paid lbt $9T7;O,00 in federal ta and 42,000,.
000 in state unenmp pylent conpet~sAtlott taxes ove'r the Period. ETA h'mmt a bi.g
stake in d Poundly-financed unemplbymnnt otmpen atli 'roita wM* vith' exr l-
enco-rating and wotld not -Npat to e, it wcak6ti ''".
1IA believe' that tlie removal of the e~xl)eMLnr-ftlng 'PiYvl6tm ' in FUJ'A

woiild's)on mean the end of' eiperlInce-iatiik; i.ntt qitostion tbe state.
nierit'of soniof tbe'p t6*,p f &thite this' dOletibn' of'th elten~e-atlng pkb-
vision has no meaning. Jn11h ve sh~t0e-the ;AFT.--T'e fppr1Mti hIch,-as'
reemftly as tle June '1t, 19M isnu of AFrY;-(CIlb ews,+in a reI.itW Of T.R. 8282,
said 'tihit'the change '*01td "repal(ing)' the' expe.ni eating fttuWe' 1 that
allows employers to cut taxiiabflittO... . ,

E XpziUItS1t-lRATrrqG MW~f mhs'FAT coMt'rrnzb,'

The value of "experience-rating" In. mininimlgt Interstate competition cannot
be over-stated.
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As long as "experience-rating" exists and to the extent it is fully operative, an
Individual employer's tax rate in each state is determined in major part by his
own employment experience in that state. An individual employer does not
pay an "average employer tax rate, in each state, since unemployment compen.
sat'on taxes under experience-rating (unlike some other taxes) are not levied
on a uniform basis. Federal "standards" without experience-rating would indeed
tend to intensify, rather than diminish, differences in average state cost rates.

It is NIA's further contention that the arguments for federal standards, based
on the proposition that they are needed to remove competitive handicaps causing
employers to move from one state to another, are without real substance. III
this we can agree with the statement of Mr. Nelson Cruikshank, Director of the
Social Security Department of AFL-CIO who has stated: "I do not think em-
ployers. actually choose a plant location because. of a 1 or 2% variation in un-
employment compensation contribution. rates".

ON EXTENDED DURATION AND "MATCHING" GRANTS

EIA wishes to endorse the basic idea that there be a standby program to ex-
tend the duration of benefits during periods of recession when Jobs are harder to
find. We believe that Congress can provide the basic enabling legislation, along
the lines of the 1961 TEUC Act, as a basic guide to encourage the states to have
such a program but to permit the maximum state flexibility in design and
operation. We urge consideration of a "trigger-point" approach, as recently
enacted in Pennsylvania--i.e., an indicator of high level unemployment based on
levels of further exhaustion. We believe that this program can be most econom-
ically financed through the existing state system.

While EIA supports the concept of an extended duration during recession
periods, we believe that there is presently no justification for the permanent
federal extended duration program. This seems to be not only wasteful of un-
employment compensation resources which could be better used in either the
regular program or a recession extension, but it would mean the establishment
of an undesirable competing system of federal benefits.

We are not persuaded that the cost of a sound recession extended duration
program is so prohibitively expensive as to require changing present financing
arrangements. Certainly the 1958 or the 1961 programs have been adequately
financed through state programs, even though we believe that methods could
have been improved. The general financing arrangement for the extended benefit
program, as found in the Pennsylvania state statute, seems highly desirable.
This keeps the financing with, the original employer and permits the use of
normal reserves without the necessity of tying up additional reserves or the levy-
ing of extra taxes. . ...

Subject to our firm conviction that the recession extended benefit can be more
economically and better financed wholly within the state programs, we are
inclined favorably towards the H.R. 7476 (Mills-Byrnes) approach, which ex-
tends benefit duration only when the conditions in each state call for it.

!IN ONOLUSION

EIA, In supporting a state financed extended duration program during reces-
sion periods, believes that there is little Justification for the large recommended
increase in the taxable wage base or the proposed increase in, the federal tax,
rate. If additional revenue is needed to finance administration of the program,
there would seem to bea more appropriate way of raising the revenue than by
relying primarily on the wage base, which tends to penalize the very employers
who have agreed to pay higher wages,

Current state reserves of $7.7,billin are at their highest point since 1957 and
only slightly lower than their all-time highs of $8.48-$8.1 billion .in the early
1950's. They are continuing to be rebuilt to meet future recession demands.
If any additional assistance is needed, we suggest that the existing Reed[Loan
Fund be strengthened. A modest. temporary, increase In the federal tax Ould
bring the level of the Reed Loan Fund u6 from the present $100 million to that
which had been contemplated-nearer $4M0 million. This could be accomplished
over a period of a few years and would not provide an additional burden.

RTA has welcomed this opportunity to review the status of the existing national
federal-state unemployment compensation program. We pledge our support to
its-continued modernimation and. sound improvement.,



Changes in unemployment compensation benefit prolewion-Major ERIA member Statey (1939-65,, max inium amounts availabk

I= 1960 1965

Maxmumn Maximum Maximum Maximum, Maximum Maximum Maximum Maximum Maximum
weekly duration potential weekly duration potential weekly duralion potential
amount (weeks) protection I amount (weeks) protection I amount (weeks) protection I

California --- ......... $16 20 $320 $55 '26 $1,430 $65 '26 $1,60
1391 2 [2. 1451 131 2 t2,,XI

Connecticut ----------.-.-...... 15 13 195 45-67 26 2 1, 170-1, 742 350-75 226 1,300-1,950
1391 2 (1,755-2,6131 [391 211,950-2,9251

Illis ...... oi............... 15 16 240 '32-50 226 3 82-1,300 '42-70 2261 ' 1,92-1,820f39j ~ ~ ~ ~ t[! 2 fl 4-1 W 311[, W-'2,7301

Indiana- ----------------------- is 15 225 36 26 936 [,8-,0126 ', 3040-,11
Massachuaetts ---------------- 15 20 300 440 30 41,200 445 30 41,350
New Jer ey --------------- 15 16 240 35 26 910 50 26 1,300
New York -------------------- 15 16 240 45 26 1,170 55 26 1, 430
Ohio -------------------------- 15 16 240 342-53 26 3 1, 09-1, 378 "42-3 26 91,092-1,378
Pennsylvania 15 13 195 38 30 1,140 45 230 1.350

[391 2 [1, 7551

I Maximum weekly amount times maximum duration.
2 Bracketed amount reflects extended duration prodtsion.

'Higher unbracketed amount includes dependency allowance.
4 In Massachusetts dependency &enefit cases, the limit Is the full wage of the individual.
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Stmator DomrorAs. This committee will now adjourn until tomorrow
at 9 o'clock. Thank you very much.

(Whereupon, at 11:55 u.m., the committee recessed, to reconvene at
9 a.m., Friday, July 2,, 1966.)
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1.S. Sl,'NArF,
('(IMI'TEF ON FINANCE,

11amskington. 14..
The (onlillitte Iiiet, pllrsuanlt to rece ,s, at. 9:10 an.m., in room 2221,

New Senate Office Building, Senator Russell B. Long chairmann)1res idiig.

Present: Senaltors Long (presiding), Anderson, Tallnadge, Ale-
Ca rtly, William!s1, and Mforlon.

A o lr)leSeujt : Toml, Vali, chief counsel.
'Tl1 (1iiM AN. W1e aire glad to have as our first, witness this morn-

inig Mr. Robert. J. Birownl, coninissioner of the Minnesota 1)epartment
of Emiiploymint Securlity.

Other witnesses to(dl will come from Miassachusetts and Texas.,
MAr. Brown, we are pleased to have you xioay.

STATEMENT OF ROBERT 3. BROWN, COMMISSIONER, MINNESOTA
DEPARTMENT OF EMPLOYMENT SECURITY

Tme Ch1AiRMAN. Our procedure here, Mr. Brown, is for the witness
to have a prepared statement. I believe you (ti have.

Mr. lBltOWN. Yes, sir.
The C.IRMA.N. We will ask you to suiinuarize the statement. I will

just t ike a minute to read the statenientt over.
All right.
Mfir. llnioWN. r. Chairluan, inenihers of the committee, first T want.

to thank tl coinittee for the opportunity to express ly views with
re"'ird to I.R. 15119.

Sly statenient indicates generally -,oie concern with regard to the
extencle(1 benefits provisions of that. bill. Basically I believe it, does
niot go far enough. I think it, handles ain extremely distressful sita-
tiou with regard to an entire State or with regard'to the Nation, but
all of I s know and realize that in this age of advanced technology,
jobs are being displaced every day, even in full eniploynent, and so
sotie provision ought to be mhde witlh regard to extended benefits for
these people. These are the unfortunate people who are displaced be-
cause of technology or because they live in an area of a State which
is distdreed.

Now, the bill does not provide for either of these situations, and I
believe that this should be included as an amendment to H.R. 15119.

Of course, the most important exclusion of the bill is the benefits
standard. The State administrators had a special meeting with re-
gard to H.R. 8282 when it was in the House. They met 2 days and

1966
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the State administrators by a vote of 34 to 12 supported a benefits stand.
ard. I think all of us realized that we have long had unemploynieit
compensation standards in regard to many other facets of our uini.
ploymnent compensation program, but we have not had standards w iti
regard to benefits. Really that is what the unemployment coni)eu.a.
tion is all about. And there are great differences among the States,
And there has been a great dilution in terms of the benefits paid in
the several States through the years.

When the program began, the benefits were high in relationship to
the average wage in the State. As a matter of fact, they were o-er.
50 percent in all but two States; but. today as you know, the great
majority of the States pay benefits that are below 50 percent.

It seems to 11e that the one most important thing this bill really ought
to have is a benefits standard, and it really makes or breaks the uneut.
ployment compensation program amendments this year. So I would
strongly urge that. the Senate provide an amendment, in conicurrence
with tih suggestion of the State administrators that a benefits stand-
ard be cstabished at 50 percent of the average wage basis in the
State, that. each individual be entitled to 501)ocent of his average wNge
when lie is unemployed through no fault of his own.

The CIAIRMmAN. hele is a thought that occurs to me, and frankly
I haven't closed my mind on it. at all. Congress started out by simply
imposing a tax and then we said, "Now, here is about what we think
the States ought to do with this. If the States want to move in the
field, we will give a credit for the whole State part of it 2.7, and here is
what we think they ought to do."

A great number of States just sent to Washington saying, "Would
you mind sending us a model statute on how you think it ought to hte
done." Washington gave the one and that is what most of them
adopted. They weren't made to do it but they thought that would
be a good way to proceed because they had no experience in the field.
The Federal Government had none either, but it was relying mainly on
the Wisconsin experience.

Now, all this fight to keel) the benefits from going up has for the
most part been based on the fact that it would cause an increase in St ate
taxes. In some States the experience rating puts the rate down to
zero. The thought occurs to me that if we simply required experience
rating to be used the way it was intended to be used and not used to re-
duce the tax down to zero there might be enough money to go ahead
and do these things. The States might very well do them if we simply
saw to it that the money was there.

What is your reaction to that?
Mr. BRowN. In my prepared statement I did indicate that I thought

it was very important that we increase the taxable wage base. This
is one of the major reasons why Nve ought to do it. There is no question
that the taxable wage base, the Federal taxable wage base, has tended
to hold the taxable wage base down in several States. This has meant
that reserve funds in the States have been reduced when measured
against total wages. As a reserve fund is reduced as a measure against
whole wages, there is a natural reluctance to increase wage benefits,
because it is going to be more difficult to pay benefits unless you have
an adequate reserve.,

So both of these things mitigate against raising and keeping bene-
fits equitable in relationship to the cost of living.
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So I would encourage that the taxable wage base be increased for
that reason and also for another reason. I think we recognize that
,you have been doing some wonderful things with manpower programs
in the Congress tihe last 10 to 20 years, with the Area Redevelolment
Act, the Economic )evelopment Act, the expansionary fiscal policies.
We have done a great job in terms of reducing unemployment, but
people are still unemployed. It seems to me that we just have to
recognize that if we are going to take that extra step in terms of re-
ducing unemnploynient below 4 percent without causing inflation, we
must recognize t'lat. we have got to match people to jobs quicker, and
one of the best ways to do that. is improve the IJ.S. Employment
Service. If we can cut (lown a week or 2 weeks between jobs, we can
signifcantly reduce that unemployment rate without causing inflation.

T1he reason we have inflation obviously is because we d,)n t he
skills, the trained peol)le for jobs. Through training and accelerated
placement t through tile U.S. 'Employment Service, I believe we can
reduce unemlloynment below 4 percent at least to some degree without
putting additional pressures on the inflationary problem.

Now, as you know, the U.S. Employment Service is supported by
this tax, alnd as a matter of fact on a taxable wage base of $3,0010.
This was almost total wages when it was enacted, and now, of course,
it-

Senator ANDERSON. Almost what?
Mr. BROWN. Almost total wages. Total wages of the average in-

dividual when it was enacted. Now $3,000, of course is considerably
below the average wage across the country which, as I recall, is around
$5,600. So if we are going to really provide the U.S. Employment
Service with the tools to do the job, we have to provide adequate fu(nds.
And this is an additional reason for raising the taxable wage base.

The CHAIRMAN. Senator Anderson?
Senator ANDERsoX. What would you do to this bill JI.R. 15119 if

you were writing the law?
Mr. BROWN. Well, sir, I would provide a benefit standard, if I per-

sonally were to write this bill.
Senator ANmwitsoN. I am not asking what Minnesota-what, would

you do if you were sitting upl here?
Mir. BRoWN. I woull )rovide a benefit standard as the number one

important inclusion in the bill. I would provide extended benefits to
anyone who has at long solid attachment to 'the labor force and is iiii-
employed over 6 weeks, regardless of whether or not he is in a dis-
tressed urea, or whether or lot ,the country is in a recessionary l)eriod.
This individual, if he ineets -the requirements of the State unemploy-
ment compensation law, if he is ready, able and willing to work, is
looking for a job and is unable to fin(I one; and the condition of the
economy at that, time, it seems to me, is not paiticularly important ;
what, is important to that individual is trying to su)l)o't, his family
and if lie has had a firm labor attachment, something like 18 months
in the last 3 years, then I think he ought to be eligible for extended
benefits.

In addition, I think it would be important to raise the taxable wage
base to $5,600 immediately and to $6,600 in 1971. I would also in-
clude a restriction against onerous or unusual disqualifications for
voluntary quitting. I would not include-I would not allow by statute
disqualification for above 6 weeks for voluntary leaving. There are
many reasons why a person leaves a job voluntarily and ordinarily he
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is able to find another job in 6 weeks. I think he ought to be dis-
qualified for that period of time. But some States go far beyond that.
Some States simply indicate he is ineligible for unemployment insur-
ance during the entire period of his unemployment, which may be 15
-weeks, maybe 20 weeks. So I would recommend that a restriction
against onerous disqualification should be included in the bill.

Basically, -then, I suggest four additions to the bill: benefit stand-
ards, improved extended benefits, restriction against disqualification,
and an increase in the taxable wage base.

Senator ANDRSON. You said that when this was started it was
about half the wages, did you? Nearly all the wages?

Mr. BROWN. Nearly all the Wages in terms of taxation.
Senator ANDERSON. Have you looked back on the history of it to be

sure of that statement?
Mr. BROWN. Yes, sir. As a matter of fact, when the bill was first

enacted, it was ,total wages.
Senator ANDERSON. It was what?
Mr. BROWN. When the bill was first enacted it was on total wages

and I believe in 1939 the taxable wage base was set at $3,000 which was
then-which then included almost everyone who was employed, with
rare exception.

Senator ANDFISON. I was administering a program like that in 1935
and 1936. My memory isin:t quite the same as yours. I will have to
check u p

Mr. BRowN. I will be glad 'to submit the exact figures for the
Senator.

(The following table was subsequently submitted for the record:)

TABLE 17.-Peroentage8 of wapee taxable under State UI law8, 1938-64
[Amounts In billions]

Wages in covered employment

Calendar year
Total Amount Percent

of total

1938 ---------------------------------------------------------- $26.2 $25.7 198
1939 ---------------------------------------------------------- 29.1 28.4 198
1940 ........................................................... 32.4 30.1 93
1941 ---------------------------------------------------------- 42.1 38 7 92
1942 ---------------------------................................ 54.8 49.7 91
1943 .--------------------------------------------- 8 5........ .... 66. 9.0 89
1944 ---------------------------------------------------------- 69.1 60.8 88
1945 ........................................................... 66.0 58.5 88
191 ........................................................... 73.4 63.7 87
1947 ---------------------------------------------------------- 86.6 73.0 84
1948 ........................................................... 96.1 78.5 82
1949 ---------------------------------------------------------- 93.9 76.3 81
19,50 ...............-........-.................... ............. . 103.1 81.5 79
1951 ...................................... 7...... ............ 118.7 90.3 78
1952 ........................................... ............ 127.8 94.7 74
1953 ..................................................... 139.2 99.6 72
1954 ........................................................ 137.1 906.5 70
1955 ........................................................ 148.6 101.6 68
1956 -------..----------------------------------------------- 164.5 109.8 67
1957 ........................................................... 173.6 112.8 85
1958 ................. .-------------- ...................... 171.6 109.1 64
1959 ----------------------------------------------............. 186.9 115. 3 62
190 ........................................................... 195.1 119.8 61
1961 ------------------------------------------------------- 199.0 119.4 60
1962 -------------------------------------------------- 212.6 125.5 t919 ..........................................- : 223.0 129.06 5

18--------------------------------2239.0 129.6 871964----------------........2-- ----- 6--- ----------------- 57

I Total Wages in covered employment subject to State contributions in all States except Michigan avid
'Now York,where $3,000 base was In effect during all of 1938 and 1939; Delaware, $3,000 beginning Otober
1969; and South Carolia, $,000 beginning July 1939.
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Senator ANDERSON. I wish you would. I thought you meant to say
the benefit was almost as much as the wages, didn t you?

Mr. BRowN. Benefits--maximum benefits were high in those days.
There is no question about it in terms of or when compared to the aver-
age wage paid in the States. The benefit to the individual, however,
was 50 percent ordinarily of his wage, and this is what I am proposing:
that the individual's wage be 50 percent of his average wale, up to a
maximum of 50 percent of the average wage paid in the State. This
is, of course, what the State administrators indicate.

Senator ANDEnSON. You mean you recommend the benefit to be-
Mi. BROWN. Yes.
Senator ANDERSON (continuing). Half the wage.
Mr. BRowN. Half of the individual's wages.
Senator MORTON. Or half of the State average, whichever is the

lower.
Mr. BRowN. That is correct.
Senator ANDERSON. That is all.
The CHAIRMAN. Let me just ask about one thing. I was looking

at your State, Minnesota. Your statutory limit on employer tax rate
is 0.1 and the maximum would be 4.5.

Now, I move over here to see what the actual 1965 rates were and I
take it that--the minimum was 0.6 and the maximum was 3.0. To
move up on this chart, one State, here is the next State above you,
alphabetically, Michigan. The statutory limitation is zero, Maximum
6.6. 1

Now, here is a. 1965 rate. Minimum zero, maximum 4.6. Do you
think that it is appropriate in an insurance program that a person with
the best experience rating ought to have a zero tax?

Mr. BRowN. No. I don't really think that that is an insurance pro-
gram. I think that an insurance program almost requires that there
be some kind of-

The CHAIRMAN. It seems to me the idea of an insurance program is
to spread the risk.

Mr. BitowN. Correct.
The CHAIRMAN. I pay for insurance on my automol)ile and I may

never have an accident. That doesn't men I get it for the rest of
my life at zero but it means that I perhaps might get a rebate or cut
in my rate because I have never had an accident. The idea of spread-
ing the risk doesn't get me the insurance for zero' I continue to pay
for the insurance. Perhaps I get a reduced rate but I don't get zero.
And it seems to me that where we have given these credits in other
areas such as to Puerto Rico and the Virgin Islands and others for
taxes paid to those territories, we have usually required that-had some
requirements about the extent to which they could rebate that or just
give it all back to the taxpayer, and I think appropriately we might
think about doing that here.

Mr. BRowN. There is one other problem that I would like to call
to your attention, Mr. Clihirman and that is the difference between
the taxable wage base and the rate in terms of equity among employers,
and I think it is a very important point, one the committee ought to
consider.

A low taxable wage base generdlly discriminates against the low
wage-pying employer. Some employers, as you know, have workers
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that do not require high skills. For example, let. us say a large super-
market, with a number of carryout boys, and so forth. They must
pay taxes on their entire payroll because they do not employ skilled
workers that happen to get high wages, about $3,000. You take the
same number of employees at u small tool and die firm that employs
tool and die workers. He may be paying the tax on only 50 percent
of the wages that he pays. So there is really a loss of equity almost
by accident among the employers of the country because the kind of
employees they employ and how much tax they are going to pay. So
I would recoinmend that taxable wage base be increased and that the
rate generally be decreased.

Senator ANDERSON. Could I ask-
The CHAIRMAN. Yes.
Senator ANDERSON. I don't quite follow you on this zero rate that

Senator Long brought out. Ile said the rate got, down to zero and
you said that is not insurance. Did I understand you correctly?

Mr. BRow.N. I guess there would be one exception to that and that
would be if you had a completely solvent reserve fund which-

Senator ANDERSON. That is the whole point. Some States do get
enormous reserves and why keep charging insurance premiums when
you don't need it?

Mr. BROWN. That is correct. That is the one exception. I would
submit, however, that most States are in a situation where they simply
don't have adequate reserve funds.

Senator ANDERSON. But you said that wasn't insurance and I think
it is.

Mr. BROWN. Well, that was a mistake on my part. In that situa-
tion it is still a reserve--still an insurance program.

Senator ANDERSON. That is right.
The CHAIrMAN. Senator Talmadge?
Senator TALMADGE. No questions.
The CHAIRMAN. Thank you very much.
Mr. BROWN. Thank you, Senator.
(The prepared statement of Mr. Brown follows:)

ROBERT J. BROWN, CoMr MISSIONER, MINNESOTA DEPARTM ENT OF EM PLOYMENT
SECURITY

Mr. Chairman and members of the committee, thank you for the opportunity
to express my views on HR-15119.

In the past five years we have seen the development by the Congress of a
national manpower policy aimed at full emlployent-and equally inportant-
aimed at the full utilization and development of our Nation's manpower skills.

The 88th and 89th Congress have indeed demonstrated their deep understand-
Ing and concern for the distressing human problems caused by the lack of full
eml)oyment.

This concern was clearly reflected by the passage of the Area Redevelopment
Act, the Manpower Development and Training Act, the Economic Opportunity
Act, the Civil Rights Act, the Economic Development Act, and the Vocational
Education Act, Working hand in hand with expansionary fiscal poliies,,these
programs have done much to reduce unemployment, but some workers are still
unemployed. No economic measure, no training measure can completely reduce
the problems caused by the onrush of technological change nor eliminate the
continual displacement of workers from their Jobs. There will always be un-
employimnt; consequently, we must deal with it in a manner consistent with
our recognition of the economic consequences as well as our concern for the
integrity of the individual.
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i11-15119, if improved, could be another effective step ill alleviating the prob-
lem of unemployed workers so that they too can live in decency and dignity while
unemployed through no fault of their own. Just as with other features of tile
Social Security Act, the Unemployment Compensation Program should be brought
tiii to date so as to correspond and to complement our ever-changing and ever-
growing economy. Although I favor certain provisions of this bill, in most )in-
stances, it falls far short of effectively Improving our Uneiploynent Coumpensa-
tion Program. I should like to Indicate to the Comnlttee what I believe should
be changed in this legislation.

EXTENDED BENEFITS

The extended benefits provisions in LIR-15116" (Title II) are unrealistic, in-
equitable and inadequate in the following respects: (1) Unemployment hits long
since ceased to be at problem occasioned by econoinic conditions within a given
state. In 1958 and again in 191, when the Congress provided for teuporiny ex-
tended benefits oil an einergeicy basis, it was recognized that long-term un-
einploynent knows no state bouII(laries iut is caused by national econonile con-
ditions. Heavy and prolonged unemployment in one major industry can and does
create unemployment in almost every state, not only lit that particular industry
but secondary unemployment iln allied and supporting industries. 1IR--15119
only partially recognizes this fact by requiring the states to fintince 500 of the
extended benefits.

(2) Pockcts of unemployment persist, even during the present period of high
economic activity and growth. HR-15119 does not recognize any such distressed
areas within a state. Also, technological advances have caused countless
idiividUials to remain unemployed for extended periods. The distressed area and
the distressed individual have been completely ignored in HR-15119. These are
the hard core unemployed and should be protected when their jobs disappear.
These are the individuals most in need of additional protection and for whom
we should have the same concern.

I would recommend, first, that the bill recognize that unemployment is a na-
tional problem and concern and that such benefits be wholly financed by the
Federal government. Second, I would recommend that extended benefits be
based on the length of an individual's period of unemployment and his past at-
tachment to the labor force.

BENEFIT STANDARDS

For years, the benefits available under most state laws have failed to increase
lin proportion to rising wage levels. Hence, such benefits, as a percentage of
average wages, are much lower today than at the inception of the program. When
benefit payments began in 1939, the maximums were high in relation to average
wages-over 50% in all but two states, over 60% in 34 states, 66%' and better
in 22 states, and 75% or better in 12 states. Today, however, the great majority
of states provide maximum weekly benefits below 50% of the average wage paid
in the state. And in Minnesota, even after changes in our laNV which were effec-
tive July 1, 1966, maximum benefits will be less than 45% of the average wage
it the state.

The Unemployment Insurance program must be of meaningful assistance to
a claimant in meeting non-deferrable expenses during periods of temporary unem-
ployment. Therefore, it must have some reasonable relationship to his customary
income.

At its last meeting, the Interstate Conference of Employment Security Ad-
ministrators recommended by a vote of 34 to 12 to support a Federal Benefit
Standard for each eligible individual equal to 50% of his average wage up to a
maximum of 50% of the statewide average wage in covered employment.

I strongly urge that the Interstate Conference's position on benefit standards
be favorably included in the proposed legislation.

DISQUALIFICATIONS

There is presently very little uniformity among the states in imposing.penal.
ties against claimants who become separated from their employment under dis-
qualifying circumstances. Such penalties may include one or a combination of
the following,: (1) a postponement of benefits for some prescribed period, ordi-
narily in addition to the waiting period required of all claimants. (This varies
from 1 to 26 weeks.) (2) An outright cancellation of benefit rights or (3) A re-
duction of benefits otherwise payable.
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The most common cause for disqualification is for voluntary separation. There
are numerous reasons for this type of separation, many of which involve factors
over which neither the employee nor employer have any control. (Illness in
the family, loss of transportation to work, etc.)

In 24 states (including Minnesota) disqualification Is Imposed if the claimant
left his employment without good cause "attributable to the employer." With
few exceptions, there is no escaping disqualification even if there was good and
compelling personal reason for voluntary separation and the penalties in such
states vary from one week to the entire period of unemployment, and several
reduce available benefits after the period of disqualification.

With such a wide variance in the type and/or period of disqualification, it
seems to me we should consider the philosophy involved in the imposition of
penalties of this nature. It is agreed that some disqualification should be as-
sessed against a claimant who voluntarily leaves his job, for whatever reason.
However, can it be said that such a person remains voluntarily unemployed for
as long as 26 weeks, or for the entire duration of his unemployment, if he leaves
because of an unfortunate family situation, loses his transportation to work or
even if he was dissatisfied with his working conditions or salary, and is honestly
seeking other employment? Statistics show that such individuals obtain other
employment after an average period of six weeks of unemployment.

In view of this, I suggest to you that arbitrary, punitive and confiscatory penal-
ties for relative minor actions are onerous and grossly unfair. I therefore rec-
ommend that a disqualification restriction be included in the bill which would
limit disqualification for voluntary quit to six weeks delay with the stipulation
that there be no total benefit reduction.

FINANCING

Title III of H.R.-15119, Section 301, increases the Federal Unemployment Tax
from 3.1% of taxable wages to 3.3%. Section 302 increases taxable Wages from
the first $3,000 paid to a worker during the calendar year to $3.90, effective
January 1, 1969, and further increases it to $4,200 for the calendar year 1972
and thereafter. I

It Is generally recognized that if unemployment rates are to be reduced below
4% without inflation, the matching of jobs with workers will have to be ac-
celerated. This process can be assisted with a more effective Employment Service,
which is financed through this tax, but, obviously, the proposed increase is ex-
tremely limited and does not provide for any increased activity. •

I, therefore, recommend that the taxable wage base be increased to $5,500 in
1967, a figure representing average annual earnings being paid today.

I further recommend that this figure be advanced' to $6,600 In 1971, the pro-
Jected average wage for that year.

WcOOMIo BuFER

When either "demand shortage" or "structural" unemployment strikes, it is
important to the affected area as well as to the nation to maintain consumer
purchasing power. When structural unemployment comes as a result of tech-
nological change, we must not allow it to snowball through the economy by
drying up purchasing power. Unemployment compensation funds are volatile,
liquid, immediate, and spent when they do the most good for the economy. This
important buffer must be made more effective as an economic tool. I believe the
proposed changes to HR-15119, which I- have suggested will contribute effectively
to that goal.

In summary, Mr. Chairman and members of the Committee:.
The Unemployment Compensation Program, enacted 80 years ago, has been

steadily deteriorating when measured by benefits paid as a percentage of average
wages. Obviously, this program's purpose is to pay equitable benefits. This
goal must now be clearly and unmistakingly stated as a national policy. To
delay is to perpetuate and to encourage poverty in the midst of our war on this
ancient enemy.

I strongly urge that you provide a truly effective extended benefits program
by recognizing that unemployment problems of technologically displaced Indi-
viduals are Just as distressing and perhaps more so than those who are unem-
ployed because of a general business doWnturn. I

We should also In this; a time of plenty, tAke effective steps now so as to Insure
the effectiveness of this program as an economic tool so that when unemploy,
ment comes, it will not feed en itself.
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I urge that that key cornerstone in the War on Poverty, the Unemployment
Compensation system, be shored up, revised, and Improved.

Thank you for the opportunity to testify today.

The CHAIRMAN. Mr. Carl Schatz decided to submit his statement.
So we will print his statement as part of the record.

(The following statement was received in lieu of a personal ap-
pearance:)

TESTIMONY op AMERICAN RETAIL FEDERATION, PRESENTED BY CARL F. SCI[ATZ

My name is Carl F. Schatz. I am Treasurer of the G. C. Murphy Company, I
am also Vice Chairman of the American Retail Federation's Committee on Tax-
ation and Fiscal Policy.

I am speaking today on behalf of the American Retail Federation, an organiza-
tion comprised of 73 statewide and national retail associations, representing
hundreds of thousands of retailers throughout the nation. (One of our member
associations, the Illinois Retail Merchants Association, has, however, testified in
variance with the Federation's views, principally In the light of advanced efforts
made by that state in the area of unemployment compensation.)

The thrust of this statement is addressed against S. 1991 and the modifications
proposed before this Committee by the Secretary of Labor. In general, we sup-
port H.R. 15119.

The American Retail Federation contends, at it also did against H.R. 8282, that
it is inequitable -to attempt to legislate, at the Federal level, the benefit standards
proposed in S. 1991. Unemployment compensation is a very complex subject.
Its very complexity is one of the reasons states must be. left free to take their
particular work force and economic circumstances into account. Otherwise,
their unemployment compensation programs cannot be a positive support to their
own economy and afford protection for their own real work forces. It is impos-
sible to establish standards 'that will be equally effective in an Industrial state,
an agricultural state, or a state whose economy depends on mining, manufactur-
ing, agriculture, and vacation seekers. Each stabe has its own peculiar economy
requiring a different approach to unemployment compensation problems.

THE MAXIMUM BENEFIT STANDARD

The maximum benefit standard proposed by S. 1991 provides for a maximum
benefit of 50 percent of the statewide average gross weekly wage. This maxi-
mum would increase to 66% percent in 1971.

A maximum benefit based on average gross weekly iyages of all workers in a
state is not a proper standard. An average so computed incitides many high-
salary employees who will never receive benefits in 'proportion to their wages,
and are unlikely to ever apply for benefits. If a standard is needed, and we' do
not agree that it is, it should be a statewide average based on the wages of
claimants.- This average' would more nearly approach the maximum sub-
sistence level needed.

Theapplicaton of it percOntage'to the statewide average gross wage' to deter-
mine the maximiunuibenefit is a fallacious'approah to this matter. This ap-
proach does not reflect the large deductions made' from gross salary for taxes,
dues, meals, transportation and other expenses connected with work such as'spe-
cial clothing. Therefore, gross salary is not a measure of expendable Income.
It would be far better to let the states establish a dollar maximum related to
the subsistence level iR that, state which. would take into account the varying
payroi dedtctions of its workers, :A maxI*um benefit of more than 80 percent
of tckehompaY,--as it.woul4 be ,in 1971-would defeat the purpose of the
unemployment compensation program, ast woUlI mahe it exceediugly attractive
to be Ol4 the unemploymaent rqlls,

t NIF()BM BESFIT.PF!OD AND E(T5NDED BENEFIT PrIOD

Tle' toposed ifttom mininiui betofit period-.-20 weeks of benefits for 20
weeks of'wdtk--w6uld fbster unempto0wment'because it permits woi'kers 'to pla
their periods of u~employmeht 'I0) asto gain maXian benefits. ,Duratibnof
benefits should be geared to periods 6r' wages' of prioi eiplpyment in order to
be meaningful. A demonstration of permanent attachiient t' the work f&rce
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Is a necessary barrier to uncontrolled demands on unemployment compensation
funds. Furthermore, the maximum amount of work--20 weeks--which a state
would be permitted to require as necessary to be eligible for benefits is incon-
sistent with the required period for the extended benefits under the' extended
program now in S. 1991.

An extension of the benefit period to 52 weeks may be necessary in a limited
number of cases, but it certainly goes a long way to encourage a claimant who In
all reality is not seeking employment and who has virtually removed himself
from the labor market. The need for assistance beyond the benefits contained
in state laws should be provided by retraining or other allowances, except in
recesslon periods when employment in other industries or areas is also at a
low level.

As an alternative to the PUAB provisions of S. 1991, the Secretary has pro-
posed a dual program of extended benefits. One, voluntary for the states, would
provide extended benefits with a 50-50 federal-state sharing, and in addition, a
fully federally-financed program triggered for an individual state or for the
nation in the same manner as is proposed in H.R. 15,19..

We do not oppose some type of standby legislation to extend benefit duration
when a substantial number of workers in a state exhaust their regular benefits.
The framework of such a plan has been incorporated in H.R. 15119. We could
support this proposal if it were to be financed wholly by state funds, letting the
states determine the method of financing. Denial of an offset against Federal
Unemployment taxes could be the tool to enforce compliance.

THE INCREASE IN TAX BASE AND RATE

The proposals in S. 1991 to increase the base and the rate. are made on the
contention that the added revenue "Is iieeded for both Federal and Statt taxes".
It is also claimed that such increases are needed to meet "administrative costs,

,build the balance in the loan fund and the employment security administrative
a-1ount". , Part of these increases are considered necessary to finance the ex-
tended benefit program, With wholly state finanqlng of this program, certainly
the drastic increases proposed by. 8. 1991 are necessary, aid'the. rate and
nitse changes in MRIl 15119 could be reduced as no well defined jaed las been

d oteDISQUALIFIOATIONS 

We believe that the proposed seven-wee&- maximum postponement of benefits
for volutttary quits, or discharges for cause proposeA by S. 1991 Is totally Inade-
quate. Nor can we accept the Secretary's alternative proposal for a maximum
of 13 weeks delay, even though It is sugar coated by 4t suggestion that an em-
ployer's experience rating account should not be charged with benefits paid for
unemployment which fQv ows a disqualifying act. This merely transfers the
cost of benefits from one employer to all the employers in the state.

SThe original andiuderlylng purpose of the unemployment compensation sys-
tem was to provide benefits for a worker who lost his Job through ro fault of
his own. Xhose wo (wero'doeharged for cause were completely excluded ,from
benefits.' There i still great'merit in this position. .,

An individual who voluntarily quits should be required to demnOnpste some
further attachment to the labor market before becoming eligible or any benefits.
A short postponement of benefits is not. of. sufficient Impa(t to eiinate this
Invasion of the basic philosophy. t, . to .. .

: ,FTENSIqr Or CQV4AE TO, SM&LL ETAILmRS

:We are concerned About the proposal in S. 1991 to cover an employer who
employs one or more persons at any, time. We are equally concerned about the

eeretarys alternative to cover employers of'one or more who have a $800 pay-
roll ii i a calendar quarter. Oifr concern stems froni the fact that'retailing is
largely composed of small, unincorporated businesses. The 198 Cehsus of Busi-
ness shows that, of a total of 1,707,981 retail establishments, 838,275 had sales
of less than $100,000 a year, and were operated by individual proprietors. In
these small establishments, there are part-time, and sporadic employees who
could, never, qualify for benefits; including them will only result in',additional
bookkeeping and tax problems for the mall business man.

,The provisions f ,tR. 15119 appear to us to benre Qieistic, if these smaller
businesses are, to, We covered, ., l , 41.
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EXPERIENCE RATING

We were pleased by the Secretary's statement before this Committee that, con-
trary to the provisions of S. 1991, he did not urge a change in the experience rating
provisions of the present law. We believe that experience rating helps to
stabilize employment and safeguard fund balances in the various states. We
see no need for any legislation in this area.

OONOLUSION

Retailing represents about 40 percent of the Gross National Product through
consumer purchases. It employs nearly 9,000,000 and operates nearly 2,000,000
establishments.

Naturally, in an industry as large as ours, there are differences of opinion.
Some of the members of the American Retail Federation would prefer certain
provisions included in an unemployment compensation law and others omitted.

However, we believe that, in general, H.R. 15110 represents a reasonable
compromise between widely varying views. We support it with the reservations
already noted.

Thank you.

The CHIRMrAN. Our next witness is Mr. Robert J. DeFlaminis of
the Greater Boston Chamber of Commerce.

Proceed, sir.

STATEMENT OF ROBERT J. DeFLAMINIS ON BEHALF OF THE
GREATER BOSTON CHAMBER OF COMMERCE

M.s of the committee, our

basic position that is being taken with respect to 1.5119 is that we feel
-that the bill as drafted reaches into ,the past and projects into the fu-
ture for utn Uenployment compensation, system that will meet the
needs and the challenges of what is in front of us, with specific refer-
ence to the triggering of the Federal extension of unemployment com-
pensation benefits either within a State basis or National basis.

We, of course," in the State of Massachusetts exhibited back in the
late, forties and early fifties a sigifiant change inour indiitrial base,
namely, wheni the textile industry movedto other States. At that time
our particular program provided for a naximum ,of 26 weeks of un-
en 6ymenit dmPeiensation benefitS.. .

,HWowever, with this tremendous industrial base, moving and leaving
large unemployment in its wake, we found many individuals who had
exhausted their unemployment compensation. benefits and, of course,
this created an economic situation within the State of 'Massachusetts.

Senator AN DzAsoN. ,Xcue me. What page itueyou on?

-Mr, DZFLANI8is. I am not reading.,
The CHA IMAN. He is, summarizing.;
Mr. DzFLANis. ' am summarizing at the chairman's suggestion.
S, therefore With tw triggring in6at the individual State level,

we feel that' this iill Rrovid 0 tle chang that will come i the
future and that we wi be able to protect the basic economic level of
those States in which .this does occur. .

With respect to te 'taxable wage b4ae,' a provision such as this
Massachusetts, as you know, h -a taxable wage base which reached
into $3,600 by, legislative act of 2 or , years ago. So therefore-

Senator ANDEtSON. To what figure, please t
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Mr. DFF[u.l MNs. To $3,600, which is now tle taxable wage base
in the Conmonwealth of Massacliusetts.

Senator ANDIERSON. You are going to conunent on whether it should
be that of $5,600H) or what ?

Mr. ) lFrAmtNIS. No. We feel we have gone up to $3,600, that the
additional $300, raising it, to $3,900, would reate some increases in
the taxable wage limits in the State and also it would provide for the
fiirt her extension of llnl)lo ent e lpollsationl benefits. So we are
Iot, going' to colllelnt speeifleally as to whether we want this to be
inereaselto $6,600 or $5,600. We feel that our individual State sys-
tem has met the need at this particular point aind that 15119 has asked
for some increases, and I think we can support the increases that, have
beeti indicated in 15119.

So, basically, the position that we have taken has been one of which
we felt that the House committee has done it statesmanlike jo) in
putting together 15 119, and we feel that it will meet the needs presently
and will project, into the future.

"The ChiARm.N. Thank you very much.
Senator Anderson, any quest ions?
Senator ANDERSON. NO.
The CHAIRMAN. Senator Talmadge?
Thank you very much.
Mr. TAFELABINIS. You are welcome, sir.
(The prepared statement of Mr. DeFlaminis follows:)

STATEMENT OF MR. ROBERT J. DEFrAMINIS. CIUATUM AN, SUCOMMITM ON UNEm!-
PLOYStENT COMPENSATION, GREAT R BOSTON CHAMBER OF CoMMuRoB

My name is Robert J. J)eFlaminis, a Partner In tihe firm of Weaver Asmoclates
of Boston, Massachusetts, consultants to industry on matters dealing with imnem-
ployment compensation. I am also (Mlrman of the Sub-Committee on Unemn-
ployment Compensation of the Greater Bosion Chamber of Commerce, and It is
in I his capacity that I appear before this CAmunittee today.

The Greater Boston Chamber of Commerce is a corporation organized tinder
the laws of the Commmonwealth of Massachusetts. having its place of business
in tie City of Boston. Its imale obJeetive is the promotion of sound and equitable
laws and procedures designed to strengthen commerce and industry In the Greater
Boston area.

The Chamler, acting through Its Board of Directors, represents over 3,200
bushiessmen and firms In the Boston metropolitan area. A cross section of the
area businesses including manufacturing, retailing, finance, insurance and service
industries make up its memershIp.

Our lsition in support of H.% 151If--Tbe Unemployment Insurance Amend-
ments of 1060--came about after detailed study and analysis of the Impact of
H.R. 8282 on the economy of our area. We found H.R. 8282 to be an unreason-
able and unwarranted burden on business In our region. Our opposition to this
bill is a matter of public record for It was submitted to the House Ways & Means
Committee during tHeir extensive hearings on th bill. Several amendments
to H.R. 8282 which we believed necesary and which were supported by other
bustinesq oriented gronps have ben included in HR. 15119.

In support of our position favoring IR. 15119, we would like to make some
pertinent observations concerning the impact of this bill on Massachusetts busl-
nesm which may assist the Comnnlittee In Its deliberation.

Massachusetts has long been one of the nation's leaders in formulating progres-
sive unemployment compensation legislation. We candidly say that Massaclu-
setts has met the economic challenge of providing a system of unemployment
compensation benefits that is consistent with our times,
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In 1935, President Franklin D. Roosevelt established a Commission on Employ-
went Security which brought forth, after long and arduous consideration, four

bashc guidelines for I lit, establishment of an emloylent security system
First, try to fill(] i3 joh for tilt, uniployed individual ;
St'coad, If 10 Job is available, provide partial replacement of income for a

temporary period of thite;
thirdd , benefits should mnt lie inn an itnou nt more attractive thant a Job);
Fourth, tie systeill shoul be supported by the employer through a tax which

encourages thhn to maintain fuill emloymnt.
Tlheso gulelihws were nc.eptied by th(, Federal Government aid tile states, and

through their successful practical application over the past thirty-one years, lmive
proved t heir stingg valle.

We believe that we sliould seriously reflect on what experience has revealed to
lbe successful. It is sigificiaint that In lying (own the foulation for state
elOYu3ient security systems, the Federal 0overimnent in princlple and lin prac-
tice, reserved to the states the tradl( honl right to administer their own programs,
to finance their own betet~its, and to establish their own standards for eligilility
and disquallflatiolls. lit this way, the Pederal Government gained Its oljec-
tive 3nd arrived at. ia c(niat ible federaul-state relationship; mlnely nation-wid
protection for the uinemiltloyed with ihlividunl state system to meet individal
state needs.

We feel. that the House Ways and 'Means Committee In reporting H.R. 15111)
has done a statesmnulike Job I1 its approach to amending the Nation's Employ-
mient Security Law. This has been clearly evidenced by tile strong bi-partisan
support tils bill received ti31s past month in the House. The provisions of tills
bill will provide a national trigger for extended unemployment compensation
benefits during a perillod of recession which eliminates the legislative lag period
we have wltnessed1 In the past. In addition, the bill goes a step further In pro-
viling a state trigger point for extended unemployment compensation benefits.

We have all seen in the last ten or fifteen years the considerable mobility of
industry and its liniuet on the industrial bases of the states, This is vividly
illustrated by tile case of the textile Industry in the Commonwealth of Massachu-
setts which was a substantial part of our industrial base, and which moved to
other states leaving high unemployment hi Its wake.

The Masswchusetts Eni)loynent Security System, at that time, provided for
twenty-six weeks of unemployment combination benefits. After this twienty-six
week period 1a13 elapsed, no further partial replacement of Income was affordted
to the unemployed worker. Needless to say, this condition had a serious Inpact
on the Conmoonwealth's economy. Tile provisions that have been included in
11.1. 15119 to provide for state triggered extended unemployment compensation
benefits couhl ahl in tile resolution of this problem.

In Massachusetts we have recognized also a responsibility to the lmiemiployed
worker whose family uilit inmay he larger than another's by providing him with
dependency benefits. From 1957 to 1964, $84.7 million has been paid out. There
are only a handful of other states that provide dependency benefits in the amount
receivable by an unemployed Massachusetts worker.

I.R. 15119 also protects the basee foundation of the ulenployment security
system by its provisions to retain experience rating by the states, something we
consider to be fundamental.

In conclusion, the Greater Boston Chamber of Commerce recommends Senate
approval of I.R. 15119. This legislation will strengthen tile unemployment
security system meaisurably by preserving from the past and projecting into the
future, provisions that will provide the nation with a financially sound and
equitalbly structured Employment Security Law.

On 'behalf of tile Board of Directors and tile membership of the Greater Boston
Chamber of Commerce, may I express my appreciation for being permitted to
present our views on this important matter.

The CHIAI MAN. Mr. William J. McCarthy, of Associated Indus-
tries of Massachusetts.
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STATEMENT OF WILLIAM 3. McCARTHY, ASSOCIATE COUNSEL OF
ASSOCIATED INDUSTRIES OF MASSACHUSETTS

Mr. MoCAmR'rY. Mr. Chairman, members of the committee, I should
like to briefly review my statement.

My name is William J. McCarthy. I am a counsel for the Associ-
ated Industries of Massachusetts. We want to be recorded in favor
of H.R. 15119 and urge its passage by the U.S. Senate.

The provisions of H.R. 15119 constitute in our judgment significant,
timely, and necessary changes in the Federal-State system of unem-
ployment compensation. This bill received the bipartisan support of
the House Ways and Means Committee and virtually unanimous ap-
proval in the U.S. House of Representatives after the committee gave
the matter the most deliberative and thoughtful examination of unem-

loyment compensation in this country since its inception under theSOOial Security Act of 1935.
The character of the House Ways and Means study is stated in the

report. The bill is the broadest and most intense review given the un-
'employment compensation program since the enactment in 1935 as
part of the Social Security Act.

After more than 3 weeks of public hearings, 2,000 pages of printed
testimony, covering testimony of every facet of unemployment coi-
pensation from the most knowledgeable and expert people in the area
,of unemployment compensation, the I-louse Ways and Means Commit-
tee approved this bill. In doing so the committee made substantial
.changes in the unemployment compensation system while wisely reserv-
img to the States autonomy to design their own programs tailored to
their peculiar needs, economic, and unemployment compensation needs.

The House Ways and Means Committee after this thoughtful ex-
'amination deliberatively rejected H.R. 8282 and its notions of federal-
ization of unemployment compensation. We are thoroughly in accord
with the view and judgment of the House Ways and Means Commit-
tee and the House of Representatives, on this matter.

This bill has been characterized as an anemic bill. 'We have de-
scribed it as having made substantial and important changes in the
unemployment compensation program. I should like to elaborate on
this thesis.

Extension of coverage of this bill: This bill would add 3 million
additional workers to the already 49.7 million workers protected by
the unemployment compensation in this country. We submit this is
extensive coverage.

Under the new bill employers of one or more individuals in each
of 20 calendar weeks a year would be covered in the bill. In Massachu-
setts we have since 1950 covered employers of one or more individuals
,on 1 day in each of 13 calendar weeks.

Federal-State extended unemployment compensation program: The
'extended benefit program under this bill I think is a most significant
aspect of it. It will establish a permanent system of extended benefits
'to be triggered in during priods of high unemployment, either on a
'State or a National basis, and will be payable to claimants who have
,exhausted their State benefit rights. Twice within the last decade,
in 1958 and 1961, the Congress has found it necessary to enact an exten-

.sion-of-benefits program to alleviate the economic needs of both the
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long-term unemployed, who had exhausted their State benefit rights,
and the national economy. Enactment of a permanent extended
benefits program as contemplated by 1l.R. 15119 would obviate the
future need of ad hoc congressional action whenever economic con-
ditions warrant this action. This type of approach is often ineffec-
tive because such programs are enacted under the coercion of emerg-
ency situations during recession periods that have been underway for
some time. H.R. 15119 presents a program for extended benefits that
would become effective as the need arises and end as the need passes.

We also feel that, the approach to compensating long-term unem-
ployment under this bill is entirely consonant with the Federal-State
concept. The extended benefit would be paid under the provisions of
State laws, thus recognizing that the States have a responsibility in
meeting the problems of high unemployment. In addition, providing
an alternative trigger in point on a State or National basis, this bill
recognizes the principle that oftentimes there is an uneven incidence
of unemployment among the States that long-term unemployment in
one State does not necessarily mean that the same unemployment exists
in ant other State, and that a State may be experiencing a problem
of high unemployment even though the Nation as a whole is not.

In addition to this, to avoid discouraging States from providing
regular compensation for longer than 26 weeks, as Massachusetts does
with respect to its claimants for 30 weeks, the Federal Government
will also pay under the extended benefits program one-half of the
regular compensation in excess of 20 weeks, a benefit year, of such
regular compensations paid during the extended benefit period. '

In sum we feel that this is an infinitely preferable approach to the
extended benefit program contemplated by S. 1991.

Insofar as the judicial review aspects ofthis bill are concerned, this
has been a matter that the entire employment community of the United
States has long sought to obtain. Judicial review of administrative
agency decisions is provided for under the Administrative Procedure
Act of 1946 and a variety of other specific Federal statutes. H.R. 15119
in extending it to unemployment compensation matters is merely a
logical extension of principle to provide court review against judicial
abuses of administrative excesses or agency abuses.

Perhaps the most important aspect of H.R. 8282 that came before
the House of Representatives Ways and Means Committee was the
Federal benefit standard. We are especially pleased that H.R. 15119
does not contain a Federal benefit standard. We agree with the de-
liberative judgment of the House Ways and Means Committee that
a Federal benefit standard is for a variety of reasons unadvisable at
this time. It should be pointed oUt and r don't know whether or not
it has been mentioned during these hearings that one of the principal
concerns of the House Ways and Means Committee insofar as the
Federal benefit standards are concerned was the fact that there are
1t States in the United States that provide dependency allowance
or pay benefits under the so-called variable maximum system.

The House Ways and Means Commitee either did not or could not
or would not come up with a standard that would provide crediting of
the additional dependency allowance benefits toward complying with
the Federal benefit standard.
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In addition to this, the Federal benefit standard contemplated in
1991 would thoroughly distort provisions in my judgment of the
State of Michigan,-for example, that pays its weekly benefits under
so-called variable maximum system.

We feel that a Federal benefit standard under any consideration is
inadvisable at this time. Unemployment compensation needs, like
other economic needs, vary from State to State and region to region.
This fact princil)ally accounted for the establishment of the Federal-
State concept of 1935. The validity of this concept is no less valid to-
day than it was 30 years ago. Some of the factors causing this vari-
ance are geographical location, composition of the economy and work
force, type and extent of unemployment, and other factors. Also the
ability of the employers, employer-made products to pay for the un.
employment compensation program similarly vary from State to State
or region to region.

It would be most unwise, then, in our judgment, to impose an in-
ordinatelZ high-level unemployment compensation benefits standard
or any 1 ederal benefit stafidard for all States and regions in the
manner contemplated by -1991, thereby forcing all States to conform to
this Federal standard without an unmistakable demonstration of the
need in all States.

Individual States generally, and particularly the industrial States,
of which Massachusetts is one, in meeting their own peculiar unem-
ployment compensation needs and designing their own programs, so-
cial and economic forces at work in the individual States in large part
contribute to the current adequacy of these programs. The history of
unemployment insurance in the "United States generally has shown
that invariably these forces within a particular State or region will
cause levels of the various programs to rise to meet the needs of the
unemployed of those States and regions in a manner consistent. with
the economics of the community and the policy and purposes of the
program.

State legislatures generally are becoming increasingly responsive
to these forces, if they have already not been completely responsive
to them, and are designing their programs in accordance with them.

Thank you, Mr. Chairman.
The CHAIR3MA. Thank you for your statement, Mr. McCarthy.
What is your reaction to this incrase in tax that is provided by the

House bill. Does it increase the tax and the tax base?
Mr. MCCARTHY. Yes, it does. We feel that-as I have indicated,

H.R. 15119 we support unequivocally and without modification. We
feel that in order to finance the role of the expanding needs of the
Division of Employment Security in the United States, the Depart-
meht of Labor, we feel that a tax increase is probably inevitable at this
time inasmuch as there has been no change since 1939 in the tax base.
We feel that this is a moderate increase in the tax rate and in the tax
base, infinitely preferable to that provided for in Senate 1911. It
is nec ssary, of course, to finance the additional personal contribution
for the extended benefit program. Therefore, as I understand the
bill, a proportion of this increased Federal tax would be set aside for
this purpose.
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The CHAIRMAN. Thank you. I am torn between two extremes on
this, as to whether we ought to have Federal standards here. The
record has been that so far as the States knew what was expected
of them, they did it, hasn't it? It has been pretty good in that respect.
In other words, if you say, "Well, the benefits are far below what they
were, but that is becaus--the main reason for that is that the tax
rate-neither the base nor the rate was increased." The money wasn't
there to provide greater benefits, was it?

Mr. McCAirmrnv. 'Well, I can only speak to the Commonwealth of
Massachusetts, Senator. We have refinanced our program in 1961
where employers vohmitarily did this to preserve the concept. of ex-
perience rating. They are now paying in 50 percelit more in con-
tributions, employer tax contributions, in4 short years than they were
in 1961-5 short years-50 percent more.,

I an sure that the employer community in this country in order to
preserve the concept of experience rating will refinance that )rogram,
broaden their tax base and increase their rates whenever it is neces-
sary. The solvency of the fund in any event indicates that it is
necessary.

We feel that the benefit level is the central consideration of the un-
employment compensation program. In order to preserve the Fed-
eral-State concept, this should be reserved to the States.

As I indicatedI in my statement social and economic forces at work
within a State will cause the levels of the various programs to rise to
meet the needs of the unemployed in a manner consistent with the
policy and purposes of the program, consistent also with the economics
of the region.

The CHAIMAx. Do you find that there is something to this com-
petitive problem that when you raise the tax on unemployment in-
surance, it makes it more difficult to compete with other States for
business?

Mr. McCARTHY. I Iiirk that the cost. of unemployment compensa-
tion, like any other cost employer cost, is a factor in interstate com-
petition, but, for example, the Uomnuonwealth of Massachusetts, com-
petes in interstate commerce with most of the other-with the other
13 industrial States. The programs in these areas, in these States,
are competitive. Benefit levels are essentially the same. Costs are
proportionately the same. I don't think an argument can be made
that federalization-4he establishment of national standards will elim-
inate the interstate competitive aspect, particularly insofar as that
dependency and credit is concerned. ihe standards in 1991 has no
l)ovision for the allowance of crediting of the payments of depend-

ency benefits for compliance with this standard. If this is not pro-
vided for, even if the standards were to be provided for, then the cost
disparity would only widen rather than narrow. Insofar as the Com-
mnonwealth of Massachusetts is concerned, we pay out $44 million in
addition to basic benefits in Massachusetts. And other States simi-
larly have dependency laws.

The CHAIRMAN. Well, if you look at what the benefits are, would it
not tend to put you more in line from a competitive point of view if
the other States (lid come up to your level of benefits ?

In other words, just competing for industry like, we are bidding
against you for a ship. Generally speaking, I have seen some of those

05-992-04--32
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bids and sometimes -they are very, very close and if the benefits that
the States pay are substantially comparable, then on that item neither
State had any ]rticular advantage and ,it would seem to me that
compared to a State that had a minimal unemployment benefit, it
would be to your advantage if they brought their's up more in line with
yours.

Mr. MCCARTHY. Do you want me to respond? Again, the Com-
monwealth of Massachusetts essentially competes in interstate com-
merce among the States, with 14 industrial States, where the levels in
these 14 industrial States are essentially the same. The costs are
essentially the same. However I think there is a much more basic
problem. I do not think the Congress should enact Federal benefit
standards requiring all States to meet, based on the economic and social
needs, unless there is an unmistakable demonstration among all the
States that this standard is necessary to meet the unemployment com-
pensation needs of the unemployed individuals in those States.

I do feel that the State legislatures inevitably respond to the social
and economic forces within their jurisdictions in raising the benefit
levels whenever they are necessary. This is consistent with the policy
and purposes of the program and the unemployment compensation
needs in the State and its other economic forces in the State. ,

The CHAIRMAN. Senator Anderson?
Senator ANDERSON. Well, I asked a question of a labor leader yes-

terday, if 15119 came to the floor of the Senate and was substituted
for whatever we may turn out, if any differently, what lie would do
about voting for or against the bill. He would oppose it. , What is
your point of view as to benefits in 15119?

Mr. MCCARTHY. Pardon? I did not get the last part of your
question. .

Senator ANDERSON. Wouldn't you say that 15119 is beneficial to the
labor movement?

Mr. MCCARTHY. Indeed. I indicated in my statement, our presen-
tation, that it has been characterized unwarrantedly as an anemic bill.
We feel, the Associated Industries of Massachusetts, feels that Ht.R.
15119 makes substantial, timely, and significant changes in the Federal-
State system of unemployment compensation, major improvements in
the unemployment compensation.

Senator ANDERsoN. I think that is probably true and I am happy to
have you say that. You say instead of the extended benefit concepts,
H.R. 15119 is infinitely preferable to what is contemplated by S. 1991.

Mr. MCCARTH3Y. Yes.
Senator ANDERSON. You think it has real benefits to the people of

your State?
Mr. MCCARTHY. We do.
The CHAIRMAN. Senator McCarthy?-
Senator MCCARTHY. One question, you made the point that in Mas-

sachusetts you include dependency benefits in your program of unem-
employment compensation. The conception of the unemployment
compensation program, as I have understood it and I think as rejected
in the Senate bill I introduced, was this was not to be made into a
special kind of relief measure. Rather it was to reflect so far as we
could, purely economic considerations that would be related to the
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wages the man earned, and related to the employment record in the
State.

I think it would be a mistake for us to begin to make concessions
to States to use the unemployment compensation program for depend-
ency benefits, for disability for other things of that kind. These are
different programs I think.

Mr. MCCARTILY. I agree with you, insofar as disability is concerned,
but I do respectfully disagree with you insofar as the dependency
allowance program.

Senator MCCARTIty. Do you think we should write into Federal un-
employment compensation legislation special benefits for those who
have five or six children?

Mr. MCCARTHY. No, Senator. What I had indicated was that with
respect to those States that provide dependency benefits in addition
to their basic benefit entitlement, that some provision in the Federal
benefit standards, if one were to be enacted, and we do not by this
imply that we think any should be enacted, but it-one were to be en-
acted, should contain the provision that would credit allowing em-
ployers in the Commonwealth to credit payments Of dependency
benefits toward compliance with Federal benefits.

Senator MCCARThY. There is a danger in opening this up that other
States come in and say, we don't have a dependency allowance but we
have a better disability program than in Massachusetts and these
di&,ility costs ought to be credited against our unemployment coin-
pensation.

Mr. Mc(.arnii. I respectfully suggest, Senator, that there is a sig-
nal distinction between care and sickness programs and unemployment
compensation programs and dependency benefits payments are essen-
tially a part of an unemployment compensation program and not so
with respect-

Senator MCCARTHY. Except it moves into another area, welfare, and
other forms of social beiiefits, whereas my conception of this program
is we ought io try to relate it as clb-sely as we can to the economics of
the man's work and productivity and the productivity of the industry
in which he is employed and to the general productivity of the State.
It seems to me you inject an entirely new factor into the base which
we are to use in determining benefits ond credits and all these other
things in the program.

Mr. MCCARtHY. We feel that a Federal benefit standard is wholly
inadvisable under any circumstances, without any-

Senator MCCARTHY. I understand that.
I have no other questions.
The CiXAI XA. Thank you very much.
Mr . MCCARTHY. Thank you, Mr. Chairman.
(Mr. McCarthy's prepared statement follows:)

STATEMENT OF THE ASSOCIATED INDUSTRIES OFP MASSACHUSETTS, DELIVERED BY
WILLIAM J. MCCARTHY, ASSOCIATE COUNSEL

Mr. Chairman and members of the committee, my name Is William J. McCarthy.
My business address is 2200 John Hancock Building, Boston, Massachusetts.
I am an associate counsel for the Associated. Industries of Massachusetts, a
state-wide association representing more than 2,800 manufacturers in the Com-
monwealth. We offer the following statement in respect of H.R. 151190 "The
Unemployment Insurance Amendments of 1966," . . 1..,. .
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We support, without amendment, H.R. 15119 and urge its approval by this
committee and subsequent passage by the United States Senate.

The provisions constituting Ht.R. 15119, as reported by the House Ways and
Means Committee and passed by the House of Representatives, reflect necessary,
significant and time improvements in the federal-state system of unemployment
compensation. H.R. 15119 received the bipartisan support of the membership
of the House Ways and Means Committee after that committee completed the
most thoughtful and deliberative examination of the entire system of unemploy-
ment compensation since its establishment in 1935. The character of the House
Ways and Means Committee study is stated in its report accompanying the bill.
It said: "The bill (II.R. 15119) is the broadest and most intensive review your
committee has given the unemployment compensation program since its enact-
ment in 1935 as part of the Social Security Act."

After more than three weeks of public hearings producing more than 2,000
printed pages of testimony from the most informed and knowledgeable special-
ists in the field of unemployment compensation which covered every facet of
unemployment compensation and after seven weeks of extensive work and study
in executive sessions, the House Ways and Means Committee approved a new
bill, H.R. 15119. In doing so, the committee made substantial changes in the
unemployment compensation system, while wisely reserving to the states auton-
omy to design their own programs tailored to their peculiar unemployment com-
pensation and economic needs.

The Ways and Means Committee and the House of Representatives, in taking
the action of virtually unanimously approving H.R. 15110, deliberately rejected
the Administration's proposal, H.R. 8282, and its notions of federalization of
unemployment insurance.

The Associated Industries of Massachusetts is in accord with the views of the
House Ways and Means Committee and the House of Representatives. It sup-
ports and urges Senate approval of H.R. 15119 without modification and Senate
rejection of S. 1991, the Senate bill identical to H.R. 8282.

We have said that H.R. 15119 would make major improvements in unemploy-
ment compensation within the existing federal-state concept of unemployment
insurance. 'We should like to elaborate upon this thesis.

I. EXTENSION OF COVERAGE

Under the new bill three million new workers would be added to the existing
49.7 million workers who are protected by unemployment compensation. This,
we submit, is a most significant extension of coverage in the system of unem-
ployment insurance. In Massachusetts, for example, coverage has since 1950
extended to employers of one or more individuals on one day in each of thirteen
weeks in the calendar year. Under H.R. 15119 coverage would be extended
from the present employers with four or more individuals in each of twenty
calendar weeks in a calendar. year to employers of one or more individuals on
one day in each of twenty weeks in a year.

II. FEDERAL-STATE EXTENDED UNEMPLOYMENT COMPENSATION PROGRAM

I.R. 15119 would establish a permanent system of extended benefits to be
"triggered in" during periods of defined high unemployment either on a state
or national basis and payable to workers who exhausted their basic entitle-
ment under state programs. Twice within the last decade, ii1 1958 and 1961,
the Congress has found it necessary to enact an extension of benefits program
to alleviate the economic needs of both the long-term unemployed who had
exhausted their state benefit rights and the national economy. l1imactment of a
permanent extended benefits program as contemplated by H.R. 15119 would
obviate the future nedes jof ad hoe Congressional action whenever economic condi-
tions warrant such action-an approach that is often ineffective because such
programs are enacted under the coercion of emergency situations during reces-
sion periods that have been underway for some time. H.R. 15119 l)resents a
program for extended benefits that would become effective as the need arises and
end as the need passes.

We also feel that the approach to compensating long-term unemployment
under H.R. 15119 is entirely consonant with the federal-state system of unem-
ployment compensation. The extended benefits would be paid under the provi-
sions of state laws, thus recognizing that the states have a responsibility in
meeting the problems of high unemployment. ' Additionally, in providing an
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alternative "trigger in" point on a state or national basis, H.R. 15119 recog-
nizes the principle that oftentimes there Is an uneven incidence of unemploy-
nient among the states; that long-term unemployment in one state does not
necessarily mean that the same unemployment exists In another state; and
that a state may be experiencing a problem of high unemployment even though
the nation as a whole is not.

To avoid discouraging states from providing regular compensation for longer
than twenty-six weeks, the Federal Government will also pay under the ex-
tended benefit program in H.R. 15119 one-half of the regular compensation in
excess of twenty-six weeks in a benefit year, If such regular compensation is
paid during an extended benefit period.

In sum, the extended benefit concept in h.R. 15119 is infinitely preferable to
the extended benefit program contemplated by S. 1991 whereby extended benefits
would be paid automatically to any person who exhausted his state benefit
rights under any economic conditions.

III. JUDICIAL BEVIW

Il.R. 15119 affords the states to obtain Judicial review of the findings of the
Secretary of LIbor which would result in the denial of certiflcatIon for pay-
mment to a state of costs of administration or the denial of certifications relating
to tav credit to employers in the state. Judicial review of administrative action
traditionally protects against arbitrary interpretation of the law. The Con-
gress, by the AdminIstrative Procedures Act of 1946 and numerous other stat-
tites, provides for judicial review of administrative and agency decisions. H.R.
15119 logically extends this right of court review to decisions by the Secretary
of Labor in relation to unemployment compensation matters. It will properly
prote-t employers and the states against possible administrative excesses of the
Department of Labor.

IV. H.P. 15119 HAS NO FEDERAL BENEFIT STANDARD

We are especially pleased that II.R. 15119 does not contain a federal benefit
standard. We agree with the deliberative Judgment of the House Ways and
Means Committee that a federal benefit standard is, for a variety of reasons,
inadvisable at this time. It should be pointed out that the Ways and Means
Committee thoroughly studied the impact that the proposed federal benefit
standard would have on various state laws which provide for the payment
of dependency benefits on top of their basic benefit entitlement or pay benefits
under the variable maximum system. They pondered the question of how to
impose a benefit stamldard on weekly benefit amounts in these states without
distorting the benefit structures in these states. They were not able to find
a solution and ultimately determined a federal benefit standard was not feasible
and ought not to be Imposed.

Unemployment compensation needs, like other economic needs, vary from state
to state and region to region.' This fact principally accounted for the establish-
inment of the federal-state concept initially In 1935. The validity of this concept
is no less persuasive today than it was thirty years ago. Some of the factors
causing this variance are geographical location, composition of the economy and
its work force, type and extent of unemployment and others. Also the ability of
employers and employer-made products to pay for the unemployment compen-
sation programs similarly vary from state to state and region to region. It
would be most unwise then to impose an lvordinately high level-,of unemploy-
nient compensation requirements for all states and regions in the manner con-
templated by S. 1991, thereby forcing all states to conform to this federal stand-
ard without ait unmistakable demonstration of the need in all the states. •

Individual states, generally, and particularly the industrial states of which
Massachusetts 19 one, are meeting their own peculiar unemployment compensa-
tion needs in designing their own programs. The social and economic forcs
at work in the individual states in large part contribute to the current adequancy
of these state programs. The history of unemployment insurance In the United
States generally has shown that invariably these. forces will cause the levels
of the various programs to rise to meet the needs of the unemployed it a maler
consistent with the economics of the community and the policy and purpose of
the program itself. State legislatures generally !are becoming increasingly
responsive to these forces and are designing their programs in accordance .with
their demands.
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We disagree with those who assert tha, unemployment compensation can be
dealt with effectively only through high-level national standards and- a na-
tionally coordinated program., Individual states generally, andMassachusetts
in particular, have evolved and'are developing their programs tailored to meet
their needs and adapted to conditions prevailing within the state with only
minimal federal requirements. They should be allowed to continue to do so.

Thank you Mr. Chairman and Members of the Committee.

SLTMMART 0OF STATEMENT OF THE AS iSOCIATED, INDUSTRIES OF MASSACHUSETTS,
WILLIAM J. MCCARTHY, ASSOCIATE COUNCIL

In general the testimony of the Associated Industries of Massachusetts will
be In support of H.R. 15119, without amendment. We also urge rejection of
S. 1991. H.R. 15119 reflects necessary, significant agd timely Improvements in
the federal-state system of unemployment compensation. This bill is the product
of the broadest and most intense review of unemployment compensation by the
House Ways and Means Committee since the enactment of the program in 1935
as part of the Social Security Act.

EXTENSION OF COVERAGE

H.R. 15119 significantly extends coverage of the unemployment compensation
system by adding three million new workers to the existing 49.7 million workers
who are now protected by unemployment insurance.

FEDERAL-STATE EXTENDED UNEMPLOYMENT COMPENSATION PROGRAIW

H.R. 15119 provides for the establishment of a permanent federal-state system
of extended benefits to be "triggered In" during periods of defined high unem-
ployment either on a national or state basis and payable to workers who have
exhausted their basic benefit entitlement under state programs. Enactment of
this permanent extended benefits program is entirely, within the existing federal-
state concept and would obviate the future need of ad hoe Congressional action
whenever economic conditions warrant such action.", Under the bill, a perma-
nent program for extended benefits would be established whereby benefits w0olid
be payable as th need arises and end as the need passes.

JUDICIALL REVIEW

H.R. 15119:provides for a needed system of judicial review of the findings of
the Secretary of Labor In matters of unemployment compensation. This court
review procedure is a logical extension of and in keeping with a multitude of
other federal statutes providing for judicial review of administrative matters.

H.R. 15119 HAS NO FEDERAL BENEFIT STANDARD

We agree with the deliberative judgement, of the House, Ways and Means
Committee that a federal benefit standard, for a variety of reasons, is not feasible
and ought not to be imposed. Unemployment compensation needs, like other
economic needs, vary from state to state and region to region.. It'would be
unwise to impose a high level, benefit standard for all states and regions in the
manner contemplated by S. -1991, thereby forcing all :states to conform to this
standard without an unmistakable demonstration of the need in all the states.
Individual states,, generally, and particularly the Industrial states of which
Massachusetts is one, are meetlng.their own unemployment compensation needs
in designing their own programs without a federal benefit standard require-
ment. They should be allowed to continue to do so. I

The CHAIRMAN. Our next witness is Mr. Otto Christensoni Minne-
sota Employers Association.

STATEMENT OF OTTO CHRISTENSON, EXECUTIVE VICE PRESIDENT,
MINNESOTA EMPLOYERS ASSOCIATION, ST. PAUL, MINN.

Mr. CHRi TENSOx. Mr. Chairman, gentlemen of thee committee mfy
name is Otto F. Christenson. I am the executive vice president of the
Minnesota Employers Association with headquarters in St. Paul, Minn.
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Tli. is a statewide association consisting of over 1,820 member coin-
panies, about three-fourths of 'them being firms engaged in' manu-
facturing operations.' Most of the principal industries in the State
are members of the'organization. The association membershipis from
all areas of the Stateand it includes over 1,000 employing firms which
would be classified as small employers.,

At the outset let me make it clear that our association, although we
have reservations on certain points, supports the enactment of H.R.
15119 without any changes. This -bill is a compromise of widely
divergent views presented to the House Ways and Means Committee
and, as you gentlemnn know, it'was developed only after the longest
public hearings and executive session consideration of unemployment
insurance since the original act established the Federal-State system in
1935. Proponents of the sweeping changes in the system put forward
in H.R. 8282 and S. 1991 decry the effectiveness of H.R. 15119 and
some have called it a watered down little bill. Gentlemen, any objec-
tive appraisal of H.R. 15119 will indicate that this bill entails more
fundamental change in the Federal-State unemployment insurance sys-
tem than has been previously enacted in all the bills passed by Congress
since the birth of the program in 1935. I do not intend to take your
time with a recital of the basic changes with which you are certainly
familiar. , I do wish to stress two fundamental changes:

(1) 'The Federal tax rate and tax base are substantially increased-
the fate by 50' percent; the base by 40 percent. By 1972, employers
will find their present Federal unemployment: tax more than' doubled.

(2) 'The protection of workers under the, program is vastly im-
proved' by extending coverage, by lengthening the duration of bene-
fits' in times of recession, and, by strengthening the financial resources
of both the State and Federal laws.

The proponents ofiH.R. 8282 and S. 1991 continue to urge you to
incorporate, in HiR.,- 15119 some of the most objectionable features
of, these'bills which the House rejected. They continue to reiterate
the slogan, that the States have "failed to keep pace with the times."
Gentlemen, I simply :do not' believe that such a charge' can be sub-
stantiated and as to my own State of Minnesota, I know from over
20 years of firsthand experience that the assertion is without merit.
In 'our 1965 legislative sessions the: maximum weekly benefit amount
was increased from $38 to $47i.

If I may interpolate in my prepared, statement, this is more than
a 20-percent jump in 1 legislative year. In 1939, it was $15-so the
present level represents aft increase of over three times: , Our tax base
was increased from $3,000 to $4;800, one of the largest in the United
States, and our maximum tax rate from 3 percent to 45 percent, also
one of the largest in the United States--all designed to strengthen
the financial resources of the Minnesota fund. By the end of 1966
our State officials, including Mr. Brown wh6 wAs your first witness
this morning, estimate that the Minnesota reserve fund will be $46
million-more than double the reserve at the end of 1964. Gentle-
men, this is -but one evidence of State initiative in taking drastic
steps to meet its responsibilities to its citizens without ,any Federal
coercion or standards. And, I am sure such instances could be multi-
plied many times over.
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Our legislature made many other changes in the Minnesota pro-
gram in 1965 as they have consistently done over the years. I will
not take your time to detail all of these improvements, but their net
effect was to greatly broaden the protection afforded the legitimately
unemployed claimants and at the same time provide the funds from
increased employer taxes to meet these increased liabilities.

I would like to take my remaining few minutes to discuss just
one of the most objectionable features of H.R. 8282 and S. 1991
which was considered and rejected by the House. I refer to the
proposal to include in the Federal law for the first time a require-
ment which would impose upon all States minimum standards as
to State weekly benefit amounts. The administration proposal would
have required each State to pay eligible claimants at least 50 percent
of their average weekly wage uip to a maxi mum--initially 50 percent
of statewide average weekly y wages and eventually 662 percent of
such wages. Although this is only one of several new proposed Fed-
eral standards, it is almost certainly the big issue. We strongly urge
your committee to reject the inclusion of this standard in H.R. 15119
because it is both unnecessary and undesirable.

The basic argument of the Federal standard proponents is that it is
necessary to insure the adequacy of benefits under the State systems.
Adequacy is then measured by comparing benefits with the average
wage of all covered workers, a figure which is nothing more than an
interesting statistic. It is not the average wage of the unemployed
who claim benefits--tests in many States clearly show that the average
wage of claimants is substantially lower than the average of all cov-
ered workers. Even as to covered workers, it represents the gross
wage-not the "take home" pay on which the workers' standard of
living depends.

The proponents of this Federal weekly benefit amount standard
have no answer to the clearly provable fact. that the ai (n'age weekly
benefit today buvs at least 50 percent more goods and services than
the average benefit paid in 1939. Since that year the cost of living has
gone up 128 percentV--the average benefit has increased 240 percent.
And when we look at, the total amount of benefits a worker can receive
today as compared with 1939, the States' case is even stronger. Min-
nesota's 1939 total maximum benefits of $240-16 weeks at $14 a week-
was typical of the majority of States. Today we pay 26 weeks at $47
a week--a total maximum benefit of $1,222. Omlnpard with any index
you can use, this increase of five times is certainly "keeping pae." If
you wish to look at the overall record, you will find that today 42 States
have total maximum benefits in excess of $1,000 and 25 of'them, like
Minnesota, are over $1,200.,. In 1939, the most, liberal State paid $300
and most, like Minnesota, paid a maximum of $240.

There are many other reasons-both as to the principle and as to
substance--why Federal benefit s.ndards are undesirable. A single
uniform standard cannot produce equitable results among the States.
It, cannot be designed to take into account all the variations which
State legislatures have seen fit to include in their laws. The proposed
standard would actually outlaw the present benefit formulas of some
States and seriously impair the ability of others to'continue paying
higher benefits to family men than to single persons. But, these are all
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issues -which I know will be more effectively presented to your commit-
tee by other witnesses from States where such problems are more acute.

Thank you very much for the opportunity to appear before this
committee today to make this statement and for your courteous atten-
tion during my presentation. And may I, if it is prx)per to do so,
thank Senator McCarthy for coming while I made my presentation.
The Senator and I havebeen personal friends for some 30 or 40 years.
And I asked him if he would come and listen to what I had to say about
his own State.

The CIIAIRAN. At this last session of the Louisiana Legislature,
we went from a maximum of $40 to $45 and your State went up
from -

Mr. Cimtis'rNsoN. $37 to $47.
The Ch1AIMAN. Your State went up from $38 to $47?
Mr. CHIuSTENSON. Yes.
The CHAIRMAN. So you were $2 behind us, now you are $2 in front

of us on your maximum benefits, I note. I think your wage rates are
a little higher up there on the average so perhaps as a percentage of
wage it, might not. be as high as ours.

Mr. CInlUSTENSON. I don't know. I talked to Ford Lacey on a nuni-
ber of occasions and we always felt that Louisiana and Minnosota had
a groatt (teal in common as to their wage base and annual wages, et
cetera.

The CIIAnIMAN. We have a lot in comm111Oln. You're ol the high end
of the Mississippi River and we are on its low end. Everything you
dump ii that river comes out on our end.

Mr. CIuusmr NsoN. But, you know, we are in the land of the sky-blue
waters and the lakes of Minnesota are nice and blue but when they
get (town below the Ohio River we worry about this.

Senator MoiRoN. D)It get the Ohio River in that.
The CNAIRUAN. 1 wouldn't advise you to go bathing in Baton Rouge

by the time it gets down to us.
What is your reaction to this argument that is made to some of us

at the State level if we raise these benefits dt is going to make us less
competitive with other States in attracting new industries.

Mr. CIImSTNsoN. As an individual I don't think there is any thing
to it and I don't-thinkthere has ever been anything to it, and Ithink
it is just conversation. We have never had a minimuiini in Minnesota
of le1 than three-tenth of 1 percent and as you have pointed out, and
some of the other people, some go to zero. We tend to follow the
philosophy that everybody ought to pay something, if. it is to be afn
insurance program, and so we have gone to a minimum of thietenthsi
we have gone to a minimum of five-tenths, and a minimum of six.
tenths-depending upon the time and the economic conditions, some.
what dependent Upon the makeup of the lgislatures and the commit-
tes, but we lmve never gone below three-tenths of 1 percent.

The CITAIRMA. I know that your minimum unemployment top rate
is six-tenths. I think our minimum in Louisiana is nine-tenths. It
would seem to me that it would be unfortunate if States got to com-
peting with one another to make their minimums such that they would
attract industry----

Mr. CIutiSTENON. I agree thoroughly.
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The CIIAIUMAN (continuing). Away from some other State by
getting down to zero minbinun. It would seem-

Mr. CitIIISmINsoN., You know, Senator, if 1 may just, visit it little,
we have talked this over with Will*r Mills, we have talked it over with
Johnny Byrnes, we have talked it over with many men on the House
Ways aid Means Committee and whatever you agree on, it has got to
be a coin )romise. w yot

Now, there are things in this bill that is before you that a great,
1niny nlenlbers, Iartiehrllv tho larger inembers, do, not, like? ,)Ilt
we would rather take the hll as it is, as a compr ofise, reeogmzing
tie months alid lnouth.'s of work which the Ilouse Ways and Means
Commit tee put into this ad the expertise which went iito it, and the
many people that. testified and the hours of exomitivO sasionls that
tiley had, and so forth. Eveni if yol were to offer us all a1inen(hllmlt.
wiNch we would wallt, which Wo'lld theoretically hel ) sollo of the
largest comjmunis we would rather you would take the compromise
that the louse its given you than to even get one alendllont that
would help its, because always it is going to bo this. As long as you
and I live, there are always going to be differences of ol)inion and
they have got to be resolved by compromise.

The CHAIRMAN. Well, some of us are very proud over here on this
committee that we think we have consistently-improved on bills that
the House sent us. Now once in it while we will vote t bill through.
I think the debt limit bill that we passed just recently was just word
for word what the House sent us without dotting an "'l or changing a
"t." It is precisely the same tiing. lit we are paid to legislated and
we are pai. to think and generally speaking when we have a chance to
do something that appears to be good to us, most members of this com-
mittee are inclined to feel, here is our chance to do it. If you think it
is a good thing to do let's do it. And you made a fine argumeait, may
I say, and so have other witnesses, that the States should be permitted
to do this job.

State administers and employers are content with this increase in the
tax base the House put on, and the increase in the tax rate. Those are
not minor items. Those are big items. There are a lot of good things
in this bill, but it does occur to me that some of us on this committee
like to feel we are capable of thinking, too, and are capable af having
a good idea.

Mr. C(,11rsTE, soN. You bet. And I did not mean to imply that your
committee should not consider each angle or provision of this bill but
what I do mean to imply is that the House Ways and Means Commit-
tee, for whom I have a tremendous respect and have had it for many
years, have given this the most thorough, the longest hearings that the
unemployment compensation has had.

L am an old man. I am 63 now and I lived in Wisconsin when we
passed our first act back in 1932.43, and I have been living with it, ever
since. This is the more thorough hearing and they have heard from
the most people and they have spent the most hours. I recognize that
you have to make some coml)romises in almost every field, certainly in
this technical one, and I think tiey have done a statesmanlike job.

'Tie CIKAIRJMAN. Here is one thing that does bother me and I do ques.
tion this. When CongrTs put' on the unemployment tax, 8.1 tax, 0.4
percent collected by the Federal Government, and the other 2.7 for the



UN.MPIJoYMNT, $UANO ,A^WEN WM OF, 1966 497

States, we said that if the States wanted to get in this field, we would
griv tN a 90 perelit credit. We11alo authorized them to use an ex-
perience rating. Now, when the States use that experience rating to
put that tax down to zero, there is some question in my mind as to
whether they have frustrated the intent of Congress when we put. that
tax on and gave the credit.

We provide tax credits in a number of respect in the law but in
each case the person must do something to get the credit, and the
thought occurs to me that one would argue, well, if you have all the
imtoticy you need in the fud, you don't need to, collect t It tax, vou doi't
ite00 "he insurance. I can understand that on that !, basis you might,
forgive the tax completely for a while. But it does not see quite
al)l)ti)priate to me that you would say, well, soie fellow Catll pay zero
tax while other employers in the State continue to pay, say 2.7 percent.

Mrr. (1IIRTATENHON. Senate or, you and I happen to agree oln one thing.
Buit, we are only individls. Now, if I nliay just (iuss this a inOlllelltit.
If ill ole of youlr parishes yoll were running a s1nall business with 80
or ,0 ) employees an(l you liad paid enough into your reserve fund in
Louisiana to take earth of any iune)mploynent that would be foreseeable
by tie experts for 5 years-you alrady had it in tile bank: it is in tile
reserve fund, and your reserve fund it! your State is adequate to take
,are of all the employees in the State that the experts canl see for several
years-why should they then continue to tax you I% Vo get, this argument from many people, and there seems to be a lot
of justice to it; that wihen we have )aid enough into the reserve fund,
when our reserve fuind is adequate, why should we pay any more,

Now, on the other hand, we in Minnesota think that everybody
should pay at least, three-tenths and right now it is six- or seven-tenths.
Well, this is one of those compromises that, you have to arrive at. onl
which State legislatures, we think, can do a better job in their own
State than any governmental bureau in Washington.

The CUAIMAN. Well, if the State had its fund in such shape that
none of the employers need pay any more into the fund for a while to
keep it up, I could understand a 100.percent for iveness of that tax.
I find it difficult to understand why they should be a 100-percent for-
giveness of that tax as long as there are other peoplee in the State who
are still Ipaying for the insurance, aud your State and most of them
apparently take the philosophy that they ought. to put up something
t hat-they should not reduce it'down to zero.

Senator Anderson V
Senator ANDsRSON. Well, do you believe it is right for an insurance

company to have a different rate on fire as to an ice factory as against a
Cottongin?

Ar. ( HRISTENSON. I (lOl't know.
Senator ANDFnsoN. Well, I do.
Mr, CIIJISTENSON. Well, you see, I am not an'expert in that field.

I have'never--.--
Senator ANDPMAlON. You don't have to be. , You know the risk is

what measures the rate.
Mr. ClirsrNso0N. Right.
Senator ANIMRSON, And the risk in a cotton g in is a thousand times

more dangerous than on a plant making ice. If you can recognize it
there, why can't you recognize it in unemployment compensation?
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Mr. CimmSTItsoN. If it is a thousand times more risky to have a
cotton gin, then he ought to pay more money.

Senatot'ANDmOV. 11e does.
Mr. CIm'ssoit. That is obvious.
Senator ANDERSON. Every operator of a cotton gin does.
Mr. CinmisTENsoN. I would not know one if I saw one. I can tell

you all about plows and things like that but I can't tell you anything
about cotton gins.

Senator Aiqoow. Getting back to your unemployed personnel-
Mr. CIIRISTrEsoN. Yes.
Senator AwDP.,soq. Are they not pretty much the small company

with 30 or 40 employees who had a very low rate of turnover? You
don't believe the rate should be lower?

Mr. CRTs'rENsOx. Yes; I do.
Senator ANDERSON. What are we arguing about then?
Senator MCCARTHY. It is about the question of whether there should

be no tax. You would not say-
Mr. CJTRISTNSON. The Senator's argument is that there always

should be some tax no matter how good your experience is.
Senator ANDERSON. I think that is true because we teach our children

to drop pennies in the collection box. It does not help the church
much but it helps them. That is all right. I don't mind. But I
think there should be a merit rating in unemployment compensation.
I was identified with a small business at one time and-

Mr. Cnikiwrmsox. I don't believe Senator Long disagrees with us
on that. I think his point is that there also should be some minimum
contribution paid by all employers and it should not go down to a zero
rathtig. Now, I think that-

Senator ANDERSON. I agree with that.
Mr. CIURT.14s8ON (continuing). Many employers agree with him

and some say after you have paid enough, why pay any more if you
don't need it. I dont think any of us are going to get these two people
to agree, so I think eventually each State legislature must arrive at a
compromise on what they think is best. for their State, considering the
economic conditions, political situation, and a great many other things,
and arrive at some kind of a compromise.

Senator AwoFitsoi;. Therefore, you do believe in leaving it in the
State lerislature.
Mr. tCa mmsoT. Yes: very definitely. I am a "States righter."

Senator MoRToN. I think you and Senator Anderson are in full
agreement On this thing.

I have no questions.
Senator ANDERSON. I know there was always-I would like to leave

this off the record.
(Discussion off the record.)
The CHAITMAR. The witness agrees with both of us. He agrees

with me they ought to pay something, pay a tax under all circum-
stances, and as far as his State is concerned that is how they do it.
Tie also supports the position it ought to be left to the States.

Senator McCarthy?
Senator McCAirrity. Mr. Chairman. Mr. Christenson. the $47 rixi-

mum in Minnesota is a dollar figure. It is not a percentage of-
Mr. ("misrwsoN€. I did not, hear you, Senator.
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Senator MIC CARTitY. The increase that was approved by the legisla-
ture which raises the maxinmum weekly payment to $4t is a (ollar
figure, is it not?

Mr. CHRISTENSON. Yes.
Senator MCCARTRY. Rather than a percentage?
Mr. CHIISTENSON. $47 a week for 26 weeks.
Senator MCCARTHY. Is there any provision for raising that or would

it require separate action?
Mr. CISTEHNSON. It would require separate action, and you know

our State well enough to know that more than most States, the em-
ployers get along with the labor unions pretty good and we have got a
l)retty good labor record; one of the best in the country. If it appears
that we get the inflation we anticipate, we will be back in the next
session recommending from the employers' side as well as the labor
side--we won't agree on the amount-but we will recommend an in-
crease. This always happens.

Senator MCCARTHY. Ion anticipate that if the fund is increased as
a result of raising the tax base and rate in Federal law, that it would be
much easier for you to persuade the legislature they ought to increase
the benefits?

Mr. CIIRISrTFNSON. Yes. Except. that our fund has been and is so
low that I think we all agree it has got to be built up, at least double
what we anticipate it will be at. the end of this year, before that will
make much difference in our thinking. Basically you have to do what
is right and then find the money, instead of finding the money and then
doing what it right. We antlicipate--you see, we used to'have $122
million in the reserve fund and it went down like the dickens as we
raised benefits and not income. It. went down to $22,800,000 at the end
of 1964. That is why we have gone up to the 4.-percent rate and the
$4,800 tax base from our previous rather low amount. This is a
tremendous amount. of money when you start to analyze what is is
going to do to IBM or Pillslury or General Mills or YUnited States
Steelor Peckands Mather, millions of dollars per company.

We did not like it but it is like the doctor says, the medicine is not
very good but the directions say take it.

S4o we raised our rate and we raised our wage base and we now antici-
pate that, by the end of this year we will have $46 million. In another
year or two we will have $75 million or $80 million. Then it might
make a difference to us.

But at the present time it does not. At the present time, you have
got to figure what should you pay your claimants and then, 1by golly,
go find the money whether you like it or not.

Senator MCC,RTHY. Do you have any oj)inion with regard to the
recommended changes concerning disqualification? I expect there is
some disagreement among employers. "

Mr. CnRimwsoN. When Bob Brown comes in and says you should
not disqualify on voluntary separation for over 6 weeks, that is con-
versation to get you fellows on the committee to think about it. Gen-
erally we think that our law-that the volunteer separations are one
thing, misconduct cases are another. There is a misconduct case of
the guy who steals a pencil and a gua who embezzles $90,000 from
the Sister Kenny Fund, and you don t treat them both alike. You
have got to have, in our State'at least, and in our opinion, variations
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as to the type, of voluntary separation and the type of misconduct
and the length of disqualification and there is always a great argu-
ment. As to whether there should be a dropoff of a certain number of
weeks if a man is disqualified or if you just postpone and then you
arrive at compromises, because you never get everybody to agree on
anything in this complex field.

Senator MCCAR IY. Well, in general you support the provisions re-
garding disqualifications in the bill as reported by the Ways and
Means Committee and passed by the House.

Mr. CtSTimNsoN, Yes. ,
Senator MCATkiy. Thank you very much. Thank you for coin-

ing down.The CITAxRMANA Mr., L. W. Gray of the Texas Manufacturers
Association.

STATEMENT OF L. W. GRAY, DIRECTOR OF INSURANCE FOR THE
TEXAS MAN IFACTURING ASSOCIATION, HOUSTON, TEX.

Mr. GRAY. My name is L. W. Gray, director of insurance for the
Texas Manufacturers Association, Houston, Tex.

The CHAIRMAN. You have a rather formidable statement and I am
happy to read it.

Senator MCCAWTMY. Texas statements always have to be a little
longer than the others. , , . I

The CHAIRMAN. Yours is a big State but as you know, we are under
the 10 minute limitation. So Iwill ask you to limit it.

Mr. GRAY. I am actually appearing for Mr. Ed C. Burris Who
was scheduled to be the witness the executive vice president of our
association. He was unable to appear because of a conflict in the
scheduling of his appearance this morning..

This appearance is on behalf of the Texas Manufacturers Associa-
tion and since we requested time we have beezh asked by 18 other Texas
employers associations to be permitted to join with us in this state-
ment, and with the permission of the Chairman I Will 'not read those
names into the record but I do have a list of them which I will give
to the reporter if that, is permissible.

The CIhAMAN. We will put that in the record.
The names referred to follow:)

Robert 0. Smith. executive director, Wholesale Beer Distributors of Texas, Inc.
Charles E. Simons, executive vice president, Texas Mid-Continent Oil &:Gas

Association.
Kennedy England Texas Industrial Conference.
Texas Lathing and Plastering Contractors Association.
Ralph C. Poling, executive secretarY, Texas Retail Federation. Houston, Tex.
The Lone Star Water Well Association, The Texas Association of Beauty Culture

Schools, Woody H. Fox.
Calvin S. McIntosh, executive vice president, Texas Oil Jobbers Association.
Preston A. Weatherred Council, Southwestern Ice Association.
Texas Nursing Home Association, .ohn Crawford, executive director.
H. C. Pittman executive vice president, Texas Automobile Dealers Association.
Texas Certified Seed Producers Inc. and Texas Seedmans Association. Othel M.

Neely.
R. J. Lewallen, Texas Wholesale Grocers' Association.
Tom Blundell, general manager, Texas Independent Auto Dealers Association.
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The CHAIRMAN. In fact, I will instruct the reporter we will print
your entire statement and just add your summary at the conclusion
of it.

Mr. GRAY. Fine. My remarks this morning are directed to I.R.
15119 and to S. 1991, bills pending beforethis committee.

Since this is a consolidated statement on behalf of these 18 trade
associations, in the interest of brevity I am going to comment only on
the fundamental issues involved and not go into the technical details
of the legislation.

First as to II.R. 15119, employers for whom this appearance is made
endorse this legislation as, a better vehicle for improving the Federal-
State unemployment compensation program in S. 1991. We would
like to comment on several provisions of the legislation pending before
this committee to give you the benefit of our views.

We heartily endorse judicial review and urge that it. be enacted into
law. We al.o favor the extension of coverage to employers with one
or more employees as set out in H.R. 15119.

This legislation provides certain additional requirements for ap-
proval of State laws. It provides, for example, for the elimination
of the double dip, prohibition against cancellation or reduction of
benefit rights, prohibition against denial of benefits to claimants under-
going training, and prohibits reducing benefits on interstate claims.
While the requirement prohibiting the double dip if enacted will
actually benefit Texas employers while certain, of the other re ui-
ments would have little effect in our State, we do object to these
principles as being issues which should be left to the discretion of the
States. Both bills provide for an extended unemployment compensa-
tion ,program. We favor the provisions of this program as set out
in H.R. 15119.

Coming down to the financing, both bills provide for an increase in
both the Federal tax. rate and the Federal wage rates.. This has
caused some concern among the employers that I represent here this
morning. They realize, of course, that additional revenues must be
obtained to finance this measure. The only question is how they
should be obtained.. .

It is th view of the employers that I speak for that they would
prefer reveiu'e Le obtained through an increase in the tax rafe rather
than in both the rate and the tax ba-se.

Turning now to S. 1991, when its companion was pending over in
the House, H.R.. 8282, some 66 Texas trade associations representing
58,000 employers presented a joint statement to the committee on pos-
iig this legislation. Our witness, Mr. John Post, is scheduled to ap-
pear before your committee on July 26, and I assume at that time lie is
going to go into the reasons that we oppose this legislation. But tlese
66 employer associations want to again express their opposition to S.
1991 at this time and we have attached a copy -tthe statement of Mr.
Post to our testimony this morning for the use of tlie idmit-t ,

And if I may, Mr. Chairman, before I close, I think perhaps I ca
give you a paikial answer to the question that you have raised about
the effect of rates on interstate compensation. On page 14 of the
statement you have before you is the results of a study made by the
Bureau of Business Research at the University of Texas analyzing
why plants chose Texag as the site, of their location, if you are Inter-



502 UNEMPLOYMENT INSURANCE AMENDMENTS OF 1966

ested in seeing why they were attracted to our State. Not once in these
replies was the cost of unemployment insurance mentioned as being
a reason for coming into Texas. And yet I think we have an excellent
competitive rate which could have been used as an argument. But
you will note fiom the statement that by far the majority listed either
available resources and raw materials, the expanding markets in this
area, central location of the markets, adequate labor supply and trans-
portation savings. And we found out in following up and talking
to some of these employers who have come into our state that their
chief concern was not the rate but the administration of the law in
Texas and their relationship with the State agency in administering
this program.

So that perhaps in part answers the question which you were raising
based on this study, and I might add, too, that Texas I think ranks
second only to New York in attracting new industry during this
period.

The CHAIRMAN. Well, now, if you are talking about the compara-
tive taxes between Louisiana and Texas you are talking about a sub-
ject that I know something about. The first time I ran for office
we had just gotten through raising the money for a program to pay
a $50 welfare payment to aged people and to increase it to double
the number of people that were getting it, to provide school lunches for
the children who were trying to see if we could not fund it on a coi-
pletely free basis, to give a bonffs to the veterans, and to provide better
hospital care for the sick, no matter what age they may be, if they
needed it, and to build more and better highways, and we raised quite
a few taxes.

We increased the sales tax from 1 percent to 2 percent. We in-
creased the gasoline tax by about 2 cents a gallon. We increased
the cigarette tax, put an extra tax on beer, which was not at all popular
with our beer drinking friends in New Orleans and the south Louisi-
ana area.

When I was a candidate for office a couple months thereafter there
were stickers all over the State on the rear of automobiles saying
"Leaving Taxes for Texas. It won't be long now"

Well, I managed to squeeze through by about 10,000 votes on that
occasion. After people saw what they were getting, they felt much
better and I got a better vote the following time, but I know that in
Texas and unemployment rate goes down as low as 0.1.

Mr. Gravy. Yes.
The CrHAIRMAN. Now, our minimum is 0.8 and there is no use kid-

ding about this. I know we have lost some industries to Texas be-
cause they pay lower taxes in Texas on not just this but on quite a few
other things than we do in Louisiana. The one that we do not lose is
the oil producers. They have just got to come to Louisiana to get our
oil and we have more oil operators than you have and that is one tax
where we can pretty well do as we please with it because it still is
sufficiently profitable to produce oil and pay a big severance tax.

I think Louisiana has a higher-in fact I know it has a higher
severance tax, Mississippi comes second, but that is a good revenue
raiser for us and I personally have felt that in competing with you
folks over there in Texas we ought to find ways to equalize our taxes
with you and any customer we are trying to get.
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If I do say, you Texans are tough fello)vs to. cojnpee with in, trying
to get injuries We are trying to get a partlcu1 r indiutr'-'-

Mr. GRAY. We try, sir.,
The CIIA]m AN' (continuing). In' 0n4'Lo'isiha eit:K1anidsbme,6f

you Texas boys Were trying to get it in various citi p injh exas.ad,
some of the boys over in Dallas offered those peoePlea baui~ piece
of property, 80 acres right in the heart of the town. ,Here is 80 acres.
You just take it. This is worth at least $20,000 acre, "Atd. those
folks said but we don't need but 10. That isall rigb" Yui*i come
here aiid sell 'off the other 70. It, is all right with us. Voucan do
whatever you want to with the 80 acres if you put the plant here.

'We found it' is tough to compete with Texans on those things. As
one on the other sde of the fence, I do think the taxes--this tai and all
others are an important item when you are competing for business.

Recently I think we have been keeping up with you Texas boys a,
little better.

Thank you for your statement.
Senator Morton I
Senator MoRToN. No questions.
(The prepared statements of Mr. Burris and Mr. Gray follow:)

My name Is-L. W. Gray, Director ofInsurance for the Texas Manufacturers
Association, with offices at 1212 Main Street, Houston, Texas. I am appearing,
as a substitute for Mr. Ed C. Burris, Executive Vice President of our Associa-
tion, who is unable to appear at this time due to a schedule conflict., -

This appearance is on behalf of the Texas Manufaeturers Association and 13
other Texas employer associations representing some 14,000 Texas employers,
who requested that they be permitted to Join with us in this statement. The
other associations are as follows:
Texas Mid-Continent Oil & Gas Association-__-._, --------- i.---------- 3,800
Texas Industrial Conference .. ---------------------------- 205
Texas Lathing & Plastering Contractors Association -... 45
Texas Retail Federation -------------------------------------- 1, 000
The Lone Star Water Well Association --------------------- - W
The Texas Association of Beauty Culture Schools --------------------- 27
Texas Independent Auto Dealers Association. .'- ..... 545
Texas Oil Jobbers Association ...... -------------- 450
Southwestern Ice Association- - ---------------- ----- 525
Printing Industry Association of Houston -------------------------- 70
Texas Nursing Home Association --- ---------- ---------- 224
Texas Wholesale Grocers Association ----------------- ------- 151
Texas Automobile Dealers Association ---- ---------------- ------- , 470
Southwest Warehouse & Transfer Association..................... 280
Texas Certified Seed Producers, 'Inc., and Texas Seedwan; Asociaton -, 500
Texas Wholesale Beer Distributors ............. 450

My remarks will' be'directed to both- HiR. 15119 and to :S. 1991 (Senate com-
panion to HR. 8282), bills which are' pending before tils Committee trp6sing
amendments to the federal-state unemployment compedlsation program.

JBInce this is a consolidated appearance and in the Intrest of brevity, oUrcom-
ments will be directed to the fundamental issues'-involved ,and will not delve
intothe technicalities of this legislation. '. ''''''

H.R. 15119
The employers for whom this appearance is made endorse H.R. 15119 as a

better vehicle for improving the federal-state unemployment compensation pro-
gram than S. 1991.

We would like to comment on some of the provisions of H.R 15119 t6 give
you the 'benefit of our views. I ' ' , ,' : cI

I. Exte sion of Coverage.-We have no objection to the extension of 'coverage
to employers of one or more, as proposed in H.R. 15119, since it requires employ-
Ment of one or more In twenty (20) weeks during the calendar year, orta paySo11
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Of $1,500 in a calendar quarter. We oppose the language in S. 1991 which
extends coverage to employers of one or more "at any time." I

II. Judicial Review.--Judicial Review contained in H.R. 15119 is particularly
endorsed by Texas employers, and we urge the enactment of this provision.
* III. tddition4 Requiremm t..-H.R. 15119 provides additional requirements

for approval 6f state laws-- ' '
(a'.): Elirnntlon of the "double-dip";
(b.) Prohibition against cancellation or reduction of benefit rights;
(c.) Prohibition against denial of benefits to claimants undergoing train-

'ing with approvaluf state agency;
(d.) Proisions pertaining to'interstate claims. While the requirement

prohibiting the "double-dip" will benefit Texas employers, and while certain
of the other requirements will have little effect in our State, these require.
mnents 'are. objected, to as, dealing with issues which should be left to the

* discretion of the states. , . t 7
'V. ,NJeal-Stte Extended Unenployment Compensation Program.-The pro.

visloh§ of- H.R. 15119 are favored "oVer those in S. 1991. The program contained
in H.R. .15110 .closely parallels the recommendations of the Interstate
Conference-

-restricting benefits to recession periods
-federal-state sharing of costs
-thirteen (13) weeks duration
-permitting states to require such claimants to show up to twenty-six (26)

.. S ,of.sojlWrt04 :wook' go a.prerequisite fr benefits. ,
V. 'Finanoing..-lR. 15119 increases the Federal Unemployment Tax'Act from

3.1%''of taxible wages to 3.3% in 1967 (net Federal tax 0.6% )and increases the
taxable wage bae from $3,000 to $3,900 in 1969, and $4,200 in 1972.

! Texas will have to' raise' its Iwage' base to meet this requirement. Employers
represented hefe woild, refer that only the tax rate be increased, and that the
amOunt of the taablig'Iie base be left to'the discretion of the states.

The Texas Manufacturers Association, working in 'cooperation with sixty-five.
(65) other Texas employer associations representing over 58,000. employers, pre-
pared' a consolidated statement in opposition to H.R. 8282 (House .companion to
S. 1991). This testimony was presented to the Ways and Means CQInmittee by
our witness, Mr. John Post, who is scheduled to appear before your Committee
oii July 26.
' These sixty-six (66) employer associations want to again express their opposi-
tion to S. 1991 at this time, and a Cbpy of. the Statement made by Mr. Post before
the Ways and Means Committee is attached to our Statement this morning.

Since Mr. Post will appear before you on next Tuesday and presumably will
cover much of this material, we will not read this Statement,

In summary, let me reiterate that the employer associations for which I speak
today favor H.R. 15119 -6ver S. 1991 as a vehicle for improving anti, updating the
federal-state unemployment compensation program. .

STATEMENT ON BEIALF QF THE TEXAS MANUFACTURERS ASSOCIATION BY ED C.
BURRIS, EXEcu'TIE VICE PRESIDENT, TEXAS MANUFACTURERS ASSOCIATION

My name is Ed C. Burris. I serve as, Executive Vice President of: the Texas
Manufacturers Association with offices at.1212 Main Street, Houston, Texas.,
My appearance before this: committee is on behalf of the approximately 4,000
members 'of our association, most of whom are covered employers under the
Texas Unemployment Compensation Act.

My remarks are directed to H.R. 15119 and to S. 1991 (Senate companion to
H.R. 8282), bills pending before this committee proposing amendments to the
federal-state unemployment compensation program.

"' • (," " ' : ffR. 15119

H.R. 15119, now before your committee after passage by the House by a sub-
stantial majority of 374 to 10, is the legislation drafted by the Ways and Means
Committee as a substitute for H.R. 8282 allegedly' for the purpose of improving
the federal-state unemployment compensation program.

The employers of the association I represent find this legislation (H.R. 15119)
preferable to S. 1991, but not wholly satisfactory. The principle of Judicial
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Review which is included in this bill, permitting court review when the Secre-
tary of Labor holds a state program out of conformity with federal requirements,
is most worthwhile and therefore particularly endorsed.
H.R. 15119 contains two proposals which we believe should be eliminated, or

at least drastically amended. These are: (1) The proposal to increase the feder-
al unemployment tax rate by 0.2 percent; and (2) The proposal to increase the
taxable wage base to $3,900 after 1968, and to $4.200 after 1971. These amend-
ments are not needed unless additional revenue is required. If additional rev-
enues are needed, employers would favor an Increase in the tax rate only, and
for the sole purpose of providing the needed revenues for the federal please. of
the operation. We do not look with favor upon increasing the taxable wage base
through federal legislation. This is a matter, in our judgment, that should be
left to the state legislatures, and we therefore recommend that this proposal be
deleted.

We know of no state that could not through prudent practices operate an equi-
table program within the limitations of the current federally required taxable
wage base. If a state chooses to be inequitable or nonprovident in its practices,
under existing law, it possesses ample authority to increase its wage base and
levy taxes in an amount sufficient to pay for its own follies.

All other features, other than the two hero objected to, are worthy of enact-
meat, and we recommend their favorable consideration.

S. 1991 (i.R: 8282)

The Texas Manufacturers Association, working'iu cioperatloi with 65 other
Texas employer associations representing over 58,000 employers, prepared a
consolidated statement in opposition to IH.R. 8282 (House companion to 8. 1991).
This testimony was presented to the Ways and Means Committee by our witness,
Mr. John Post, Special Assistant to the Chairman of the Board of Directors,
Continental Oil Company, Houston, Texas.

A copy of this statement reformed only to refer" speciflcally to ,. 1991, but not,
changed otherwise, it attached and made a part hereof f6r the purpose of calling
to the attention of the committee the opposition of these 58,000 Texas employers
to S. 1991, and the reasons therefor,

STATEMENT ON BEHALF OF 58,000 TEXAS EMPLOYERS

ORGANIZATIONS ON WHOSE BEHALF THIS STATEMENT IS MADE

Associated Employers, Inc.
Associated General Contractors, Fort Vorth Chapter.
Associated General Contractors, Texas Heavy Utilities and Municipal Branch.
Texas Associated General Contractors, Texas Highway Heavy Branch.
Association of Oil Well Servicing Contractors.,
Automotive Wholesalerl pt Texas.
Dallas Association of Insurance Agents.
East Texas Chamber of Commerce.
Greater Houston Cleaners and Launderier.
Home Builders Association of Abillne,
Hot Mix Association.
Houston Automotive Wholesalers, Inc.
Houston Home Btillders Association.
Lone Star Water Well Association.
Lower Rio Grande Valley Chamber of Commerce.
Lumbermen's Association of Texas.
Mechanical Contractors Association of Texas.
Municipal Advisory council of Texas.
Printing Industries Association of Fort Worth.
Printing Industry Association of Houston, Inc.
Printing Industry Association of Dallas.
ketall Furniture Association of Texas.
Retail Merchants Assoilotlo of TeXas.
Retail Merchants Assoclation of Tyler.
San Antonio Manufacturers Association.
South Texas Chamber of Commerce.
Southwest Canners Association,
Southwest Paper Merchants Association.
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Southwest Warehouse and Transf;r Association.
Southwestern Ice Asoclatlon. I , I
Texas Academy of General Praetce."' ,
Texas Association of Beauty Culture Schools.,.
Texas Association of Home Builders.
Texas Association of Mutual Insurance Agents.
Texas Association of Nurserymen.
Texas Association of Tobacco Distributors.
Texas Automobile Dealers Asrociation. .
Texas Butane Dealers Association.
Texas Certified Seed Producers, Inc.'and Texas Seedmen's Association.
Texas Electronics Association, Inc.
Texas Funeral Directors Association.,!
Texas Hardware and Implement Association.
Texas Hospital Association.
Texas Independent Automobile DealersAssociation.
Texas Industrial Conference.
Texas Lathing & Plastering Contractors Association.
Texas Laundry and Dry Cleaners Association.
Texas Manufacturers Association.
Texas Merchandise Vending Association, Inc.
Texas Mid-Continent Oil & Gas Association.
Texas Motor Transportation Association.
Texas Nursing Home Association.
Texas Oil Jobbers Association.
Texas Poultry Federation.
Texas Restaurant Association.
Texas Retail Federation.
Texas Retail Grocers Association.
Texas State Chamber of Commerce.
Texas State Florist Association.
West Texas Chamber of Commerce.
Wholesale Beer Distributors.
Texas Chemical Council. POSITION

SUMMARY OF PSTO

The massive increases in unemployment insurance taxes for Texas employers
proposed by S. 1991-$50 million a year by 1967, $80 million a year by 1970, and
$100 million a year by 1975--are not justified by a showing of need and are based
on an entirely unwarranted interference with the responsibilities vested in the
state by the unemployment insurance program.

More specifically, the theoretical basis of S. 1991 for minimum federal benefit
standards is not supported by, facts. Contrary to the assertions of the propon-
ents of S. 1991, benefits are adequate, and the states have done a commendable
job in keeping benefit levels in line with changing conditions.

Interstate tax competition in unemployment insurance tax rates, heavily relied
on by proponents of this legislation, is simply a mythical factor and should be
rejected by the committees as a basis for the proposed revolutionary changes
in the unemployment insurance program.

The proposals of minimum federal standards as to coverage, duration of
benefits, and disqualifications are unsound and demonstrate the basic validity of
the existing system whereby these matters are vested in the states.

The proposed new federal program for extended' benefits should be considered
as separate and apart from unemployment insurance. The matching grants'
proposal is an unwise and unnecessary extension of federal activity The exist-
ing machinery-such as the Reed Act-provideS sufficient aid to states which
need emergency aid. A permanent matching grant program Will encourage states
to finance themselves on a minimum basis rather thfin build adequate reserves.

As to the proposed increase in taxb be to $6600, tlmeabor Department's effort
to link the unemployment insuranc6t a' base Wvith the social security tax base
has no basis in logic or fact. The taxing 6rratigements for unemployment Insur-
ance should be geared to the amount of mpey heeded to finance the unemploy-
ment insurance system rather than to the xbase. unAd an entirely different
social welfare program. . .

I. Introduction
My name Is John Post. I appear before this committee on beblf of the above-

listed Texas trade associations which represent5'8,000 Te~ak #Mployers;, most
of whom are covered under the Texas Unemployment Compensation Act.
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Our approach td'S. 191 before :thw coninittee' wil be 'i s'a businessmie *'ikather
than as technical experts in the field of unemployment insurance. We will un-
dertake to dealonly with what we consider the fundamental issues presented by
S. 1991 rather than its technicalities.

We recognize, however, that many important decisions will turn on certain
highly technical aspects of the bill, and from time to time we will suggest that
the committee probe carefully into those points.
II. The basic issue-who shall decide

We are deeply concerned over the basic impact of S. 1991 on the entire un-
employment insurance program. To explain our concern, we will highlight at
the outset certain financial aspects, put those highlights into perspective with
other financial matters in Texas. That will lead us directly into our discussion
of the basic issue of the proper level' of government--fed r,9l or state--to make
certain decisions in the unemployment insurance f'l1d.

The Texas Employment Commission has developed a series of estimates of the
payroll cost increases for Texas employers entailed in S. 1991.

[Dollars in millions]

Under Under Increase Percent
present law S. 1991 of Increase

Year:
1966 -_---------------------.--------- - $84.5 $90.4 $5.9 7.0
1967 ---------------------------------------- 86.2 137.8 61.6 59.9
1970 --------------------------------------- 91.7 170.6 78.9 86.0
1975 --------------------------------------- 99.7 199.8 99.9 100.2

NoTE.-This assumes an unemployment rate of 2.3 percent. At an unemployment rate of 2.9 percent,
the cost increase by 1975 Will be $113,700,000; at an unemployment rate of 3.4 percent, the cost increase by
1975 will be $124,100,000.

To be confronted with tax increases of such magnitude-$50 million a year
by 1967, $80 million a year by 1970, and $100 million a year by 1975--inevitably
leads every employer to examine this proposal very carefully. In our opinion,
it imposes on its proponents the burden of proving beyond a reasonable doubt
that this measure is warranted by conditions on the federal and state levels.

Our concern about the proposed increase in costs may be better understood
if we point out to the committee that between 1966 and 1967, the ax increase-
$47.4 million-will be larger than the $36 million increase in all other state taxes
in Texas in that year.

The Fifty-ninth Session of the Texas Legislature in the spring of 1965 ap-
proved higher spending in almost every area of governmental activity. These
increases are to be financed by new taxes and by drawing down the State's
surplus almost to the vanishing point.

We assume that the committee recognizes that Texas, as well as practically
every other state, is constantly seeking new sources of tax revenues to meet its
growing needs; and new sources are hard to come by because the federal govern-
ment already preempts the lion's share of the sources of taxes.

Texas has many critical needs, all of which cannot be handled at the same time.
In 1965, a consensus was reached in the State that the improvement of education
must receive top priority.' Accordingly, the Legislature increased appropriations
for higher education by approximately $40 million a year over the next two
years-less than the tax increase which S. 1991 will generate In Texas.in those
same years.

To improve elementary and secondary education, the Legislature financed an
increase of approximately $80 million a year over the next two years to provide
for enrollment growth and higher salaries for teachers. But, this step is over-
shadowed by the forced increase of $80 million a year in payroll taxes by 1970
under S. 1991.

As we stated above, the projected increases In State expenditures will be
financed from some increased taxes and from the State's surplus. In the next
session in 1967, therefore, the State Legislature will have to develop new sources
of revenues to meet these continuing and necessary expenditures.

This poses the 'basio question of where shall the decision be made. as to the
'p-iorities in the raising and spending of the State's revenues to support looal
needs.
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Our objections go beyond the purely financial impact, important though that
be, and go directly to its impact on te conduct of government and the federal
system of government. For under S. 191 Congress will take over more and more
of the responsibility for deciding how the resources of a state shall be used to
meet the needs of its citizens.

We recognize, of course, that under our federal system of governniept tile
national Interest dictates that crtain functions be controlled by the federal
government. Another principle of our federal system is that the federal gov-
ernment should abstain from getting Involved in certain purely local activities.
And, there is a "gray area" where either the federal or state governments could
act properly and where the boundary between then is not clear-cut.

This was the problem before Congress when It. framed the unemployment In-
surance system. It could have nationalized the system, pr It could have left
the situation entirely iv the hands of the states where it had been until then.
As a practical solution, Congress vested In the federal government certain over-
all functions and left to the states the final decisions on flniniing and benefits.
That arrangement has worked well.

Benefits have Increased regularly, both in the weekly amount and duration.
The "anti-recession" purposes of the system have also been well served by
transferring to the unemployed during recesslons vast suis of money from
reserves carefully built tip during prosperous times.

State autonomy has permitted relatively rapid adjustment to local conditions
(given the normal routines in the legislative recesss) ; some states, to permit
even more rapid adjustment than the normal legislative processes permit, have
adopted provisions for automatic adjustments to certain conditions, State
autonomy has led to healthy experimentation and even sone mistakes which,
since they occurred on the state level, have had only limited effect.

Thus, a few years ago, Texas completely elininuted the one-week waiting
period. This was a mistake and was remedied by a subsequent Legilature.
Another example, discussed more fully below, was the adoption by some
states of uniform duration of benefits; this too was changed when experience
demonstrated Its detrimental effects.

Probably the most Important effcc of state autonomy has been the active
particil)ation by those directly affected-employers and e, ployees-lmi the de.
velopment of state programs. generating a sense of responsibility for local
affairs, Thus, every session of the Texas Legislature considers many proposals
to anend the state law, and all parties affected pay close attention to the
proposal. The administration of the Texas law is conducted In a goldfish bowl.
This interest in legislation administration assures that local affairs are con-
ducted in accordance with local needs, and that local citizens take full responsi-
bility for local affairs.

Since the Inception of the -program, the original separation of functions
between the federal government and the states has been under atta,,k by those
who want to see the system nationalized. For years, these advocates of nation-
alization have harassed state administrators by unfair criticism and by pro-
posals which would undermine the role of the states.

This,"guerilla warfare" against the states has tended to undermine the spirit
of cooperation between federal and state administrators which is vital 'to tile
smooth and healthy operation of the system, and this guerilla warfare even
distracts efforts at the state level to carry out the responsibilities vested iII the
states. For frequently decisions by interest groups at the state level will be
made on the basis of whether the decisions will help or hinder the drive for
nationalization in which the pressures for "federal standards" is the principal
weapon.

We sincerely hope that in these hearings the committee will make so thorough
an investigation of the facts and the phlilosoplhies of the various positions that
for some time to come this issue can be considered settled. For after almost 30
years, we should be able to decide whether the original decision of the framers
of the unemployment insurance system was right or wrong.

We now turn to (iscuss sone of the features of S. 11)91. We will confine our
'conunents to tile major aspects of this legislation, and to tile fundamental issues
presented by them. We do not intend to deal with the highly technical aspects
of the bill for we assume that the committee will hear testimony on those aspects
from others who are more versed in them than we are. Of necessity, our illustra-
tions will be drawn entirely from our experience in Texas. No doubt the com.
mittee will receive from other sources information about experience in other
states.
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8. 1991 Is dlIvied roughtly Into two parts. One part establishes two new
federal programs, and the other requires various changes in'state laws. Both
parts are Important. For convenience, we will start with the provision dealing
with state laws, and then turn to the proposed new federal programs.
III. Federal benefit standards

1l brief, -S. 1001 would establish minimum federal standards iwhioh e0(c1 state
must meet as to when all unemployed person is eligible to receive state benefits,
and how 11n1101 those beefllits slmll be.

Thus, the bill proposes that no state can require more than '20 weeks of em-
p)lymont, or its equivalent, in a one-year period for an unemployed person to
be eligible for state benefits. A person who has 20 weeks of work, or its equiva-
lent, shall receive benefits for at least 26 weeks. And the amount of the benefits
shall be at least 50 percent of his weekly wages up to a uaxnimum which must
be at last 50 percent of the statewide average wage as of July 1, 19071; by July
1, 1969, the nlaxilmul must be in(erealsed to at least 60 percent of the statewide
average; and by Jluly 1. 1971, the naxinum mustbe at least 66 percent of thestatewide a\ve'agt' wage.

S. 1991 goes further tO provide that a state law inay not disqualify a person
from receding these benefits except under certain every exceptional clrcum-
stanles, and (elon then tile disquallieation must be lIilited to 0elay rather than
total disqialfl'atlon.

The underlying thesis of the' proponetits of 8,1991 Is tliqefld: First, that
existing benefits are not "adequate" to carry out the purposes'of the program;
second, that the states in their handling of benefits ha venot kept up with th
tins; and third, that tile failure of tile states ti maintain a nlode-n system
of benefits is, and will continue to be,du, to tile fear, of interstate competition.

Ti114, "* * * Some states are * * * held back from providing adequate
benefits because of the * * fear (of interstate competition)." ,

Page 4 of a menzorandumn dated July 6, 1965, Issued by the U.S, Depart-
ment of Labor Manimpower Admnilstration, Bureau of 4niployment Security,
and entitled "Background In|formalion-l iploy ment Security Amend-
mnts of 1965 (11.1t. 8282 and 8. 1991)-Re'asons for Principal Changes."
(Hereinafter referred to as Labor Department Memnorandum.)

A. THE FALLACY THAT BENEFF1. ARI INADWQUATS

As the committee well knows, there is i universally accepted standard of
what are adequate or inadequate unemployment insurance benefits. What may
be adequate in a rural community may be inadequate in a metropolitan com-
munity in the same state. What may be adequate in Texas may be inadequate
in California. What may be adequate for a single man in his early twenties
may be Inadequate for a middle-aged, married many with a young family to
support, What may be adequate for a married woman who is a secondary
wage earlier may be inadequate for her husband.

From experience, we have arrived at a rule of thumb that benefits are "ade-
quate" if they approximate 50 percent of the individual's weekly wage (up to cer-
tailn naxinmlas).

There is some question, however, of whether the "weekly wage" for these
purposes should be gross wages or wages after taxes. When the 50 percent
standard was developed, income taxes for wage earners were negligible.
Today, they are substantial, and should be taken into consideration. We
urge the committee to take Into account in determining whether the states
have provided adequate weekly benefits the difference between gross and
net wages.

Using the more pertinent criterion of net wages, tile committee will find that
Texas has met Its responsibilities. This is illustrated by the following example:

Take-home pay

Oreepay No 3

dependents dependents.

Average weekly wage of claimants (1904) ...................... $78.25 $04.72 V2. 06
Maximum weekly benefits ($37) as percent ...........-...... .47.2 57. 0 61.3
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A sampling of claims in Texas iled during the period from July 1, 1964 to
March 1, 1965, disclosed that 55 percent of the claimants received benefits of 50
percent or more of their take-home pay.

Also pertinent to the adequacy of benefits is their duration. Texas provides
benefits for up to 26 weeks. The claimants in the above illustration were en.
tled to and might have drawn benefit for an average of 20.2 weeks; however,

they actually drew benefits only for an average of 12.5 weeks again demonstrat-
ing the adequacy of our provisions for duration.

We recognize that what was adequate in 1948 would not be adequate in 1964,
and what is adequate today may be Inadequate In 1967 or thereafter. The
Texas Legislature has periodically reviewed our benefit structure, and we are
confident it will continue to make changes necessary to meet changing needs
as it has in the past.

This brings us to the second fallacy in the thesis of the proponents, namely:

B. THE FALLACY THAT THE STATES HAVE NOT KEPT PACE

To prove their case, the proponents revert to 1939 when the program started
At that time, the maximum weekly benefit was generally set at $15 a week.
The proponents say that the $15 a week in 1939 established a criterion of
adequacy because It was over 50 percent of "state average weekly wages" in
all but two states, and ranged as high as 75 percent or better in 12 states. In
1904, they say the maximums were 50 percent or more of state average weekly
wages In only 18 states. This, they charge, proves that the states have been
derelict in fulfilling their responsibility.

1. THE USE O' "STATE WEEKLY AVERAGE WAGES"

We question the use of the "state average weekly wage" as a measure of the
level of benefits. gs the committee well knows, the state average weekly wage
Includes many employees, including executives, who will never draw unemploy-
ment Insurance benefits. * The proper measure Is the average weekly wage of all
cldaimaws rather than all covered employees.

To go back to the example above on page 10 where the average weekly wage
of claimants was $78.25, the state average weekly wage of all employees
was $96. The proponents would have us use $96 as the base. We submit that
insurance principles dictate that $78.25 is the proper figure.

2. THE USE OF'1989 AS THE BASE YEAR

Another basic defect in the proponents' thesis is the use of 1939 as the base
date. It is hard to conceive how. even in 1939, the maximum could have been set
any lower than $15 a week. In 1989, the minimum benefit was generally set
at $5 a week, and any reasonable spread between this minimum and the maxi-
mum would require at least $15 a week as the maximum.

The committee will recognize that conditions in 1939 have no reasonable rela-
tionship with conditions today. With the advent of World War II and Its after
math, profound changes took place in our entire economy. Wages and prices
went through drastic changes. ; The year 1939, therefore, is ancient history in-
sofar as unemployment insurance is concerned, and should be rejected by the
committee as no longer useful for our present purposes.

We suggest that the committee use a post-war year in determining whether
the states have kept pace with changing conditions. To test our position, we
obtained from the Texas Employment Commission pertinent information for the
years 1948 and 1949. Comparison of those years with 1964 discloses that Texas
has kept pace: o

Year State average Maximum Percent benefit
weekly wage s weekly benefit to wage

1948 ..................... $.......................... $81.80 $18 34.7
1949 ..................................................... 53.62 20 37.3
1964 ..................................................... 96. 20 37 88.

S Note that for the purpose of Illustration we use the "State average weekly wage" only because the average
wage of claimants Is no available for the earlier yars. In any event, the upward trend Is probably the
same.
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To measure the Increase in benefits in Texas, the weekly benefit maximum tells
only part of the stoury. Another important part is the maximum duration of
benefits. Thus, in 1939, if that year be used, a claimant could get a maximum of
$15 a week for no more than 16 weeks for a total entitlement of $240. But in
19065 In Texas, a claimant can receive a maximum of $37 a week for up to 26
weeks for a total entitlement of $962, or four times his entitlement In 1939. In
1948 and 1949, the maximum duration was 20 and 24 weeks respectively making
the total entitlement $360 and $480 respectively.

By any measure-whether It be the cost of living, the wages of claimants, gross
or net, or even the state weekly average wage-the total entitlement benefits
under Texas law have more than kept pace. And, in the future, we have no doubt
that the Texas Legislature will be responsible to'changes in conditions and to
the needs of the unemployed In Texas.

( THE FALLACY OF INTEaSTATE TAX COMPETITION

A myth which has poisoned the unemployment Insurance system since its
inception is "interstate tax completion." Proponents or nationalization allege-
without adequate proof-that interstate tax competition In unemployment In-
surance rates plays an Important role In business decisions as to where to locate
new enterprises, and also affects the ebb and flow of interstate commerce. Un-
fortunately, all too frequently opponents of Increased benefits have used the same
argument, also without adequate proof, to oppose needed changes at the state
level. I I

We think the time has come to put into proper perspective the role of unem-
ployment insurance taxes In the interstate commerce picture. We believe that
Its role has been so grossly exaggerated aS to harm thO entire system.

We urge the committee to inako a thorough investigation into the exteftt, If any,
that unemployment Insurance tax rates actually Influence business decisions to
locate or expand a business in one state rather than another.' Of whether they
have enough impact on overal) costs compared with mafy other factors to make
an employer competitive or not competitive in interstate commerce.

Actually, the decision to locate a business in a' particular location turns on
such major factors as access to markets, access to raw materials, the availability
of productive labor force, a state's overall tax structure, and, most important,
that Intangible we call the "business climate." Against these basic factors, the
difference of one or two percent of covered payroll for unemployment insurance
is Inconsequential.

Thus. In a study by the Bureau of Business Research entitled "Texas Plant
Location Survey: 1955-1963," 205 companies were asked the reasons for locating
their plants in Texas during those years. The main replies were as follows:
Available resources and raw materials -------------- _ ---------------- 84
Expanding southwestern market ----------------------------------- 71
Central location to market-------- - 67

After these three mi- rctzz ms, the reasons drop as follows:
Adequate labor supply ------------- --------------------------------- 34
Transportation savings.--- -------------------- --------------------- 23

Also mentioned, were a host of other reasons.
As to labor In particular, the report says:
"A far greater number of the firms were interested in the availability of an ade-

quate, skilled labor force than in the lower labor cost. Thirty-four of the firms
were Influenced in their selection of a Texas site by the prospect of being able
to employ a satisfactory labor force. A chemical company mentioned that the
realistic attitude of labor toward the types of work performance required for
an economic chemical process operation. A food manufacturer was influenced
by the quality and efliclency and cooperative spirit of the workers! A manu-
facturer of fabricated metal products recognized 'manpower... well adapted
to training for . . . production facilities.' An electrical machinery manufac-
turer was influenced by the availability of personnel In the Dallas area 'who
are skilled in the assembly of electronic equipment,'" V

Nowhere did unemployment insurance taxes come into play. :
Insofar as the impact of unemployment insurance on interstate competition

is concerned, It is our opinion as businessmen thatt the really important element
is the quality of administration of the unemployment Insurance laws rather than
the tax rate.



512 UNEMPLOYMENT INSURANCE AMENDMENTS OF 1966

If the administration is inefficient and condones misuse of unemployment
insurance, then a businessman may well question the productivity and commit-
ment of the labor force. If the administration is proficient and dedicated to
paying benefits only to those unemployed who deserve them and to getting the
unemployed back to work, then the whole community will impress him as con-
ducive to an atmosphere of labor productivity. (This is why we strongly oppose
the proposals regarding disqualifications as discussed below.)

Contrary to the fallacies in the proponents' position, therefore, the present
federal-state system of handling unemployment insurance has worked well,
will work well in the future, and should not be changed in a revolutionary man.
ner by imposing federal benefit standards.

Now we will discuss briefly certain other federal standards proposed by S. 1991
which we consider of fundamental importance.

V. EXTENSION OF COVERAGE TO EMPLOYERS WITH ONE 01 MORE EMPLOYEES

S. 1991 proposes to require states to extend the coverage of the Act to every
employer who at any time during the year, hires a single employee for a single
day.

Thus, a self-employed house painter who hires a helper for one day becomes
covered by the Act, has to file reports, pay taxes, and the Texas Employment
Commission has to establish and maintain records on him.

The Texas Act now covers 80,000 employers. This proposal would add 100,000
additional employers to such coverage. But only 175,000 more employees would
be added to the 2,000,000 employees now covered.

This is an extreme proposal to cover casual labor usually hired in very small
activities , some of which hardly could be called businesses. It makes one wonder
whether the proponents of S. 1991 really appreciate the implications throughout
the nation of their proposals. It emphasizes the importance of leaving to local
option the decision on localized matters. Certainly, when It gets down to taking
care of those who work casually in a state, the citizens of that state are in the
best position to decide whether such cases will be rendered through unemploy-
ment insurance or some other means.

E. DISQUALIFICATION

The proposed standard provides that no person shall be disqualified for more
than seven weeks for any disqualifying act, with certain few exceptions under
which disqualifications may be for a longer period (such as 36 months in case of
fraud under the state law, unemployment due to a labor dispute, and 52 weeks
beginning with the conviction of a crime in connection with his work).

The practical effect of this proposal is to prevent the state from disqualifying
any person for voluntarily quitting work without Just cause or for discharge for
misconduct.

Under Texas law, theTexas Employment Commission had discretion to assess
a disqualification of from 1 to 26 weeks. (Currently the commission is assessing
average disqualifications of approximately four weeks In each case.) Moreover,
when the commission assesses a disqualification for a certain number of weeks,
the claimant may lose his benefits for those weeks; whereas, under the S. 1991
provision, "disqualification" merely would mean postponement of benefits.

This proposed weakening of the disqualification provision constitutes one of
the most serious threats to the sound administration of the law. It is the kind
of provision under which an employee could quit his Job to take an extended
vacation secure In the knowledge that on his return his benefits would be wait-
ing for him. He could actually leave his Job to work for himself, and then claim
benefits.

Perhaps the doleful Intent and effect of this proposal is best summed up in the
Labor Department's Memorandum (page 9) where it says, "Benefits could not be
reduced, or benefit rights cancelled, as a penalty for a disqualifying act, such as
a refusal of work."

F. DURATION Or- BENEFITS

Another pernicious feature of S. 1991 is the requirement that any person who
works at least 20 weeks (or its equivalent) is automatically entitled to 26 weeks
of benefits. This would open the door to all kinds of abuse which could milk the
employment Insurance fund. Thus, an Individual who works only 20 weeks
and (pursuant to the disqualification standard discussed above) quits "to go
fishing" would qualify for the same duration of benefits as an individual who
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works a full year and then loses his Job for reasons beyond his control. .,n
employer could put his relatives on the payroll for 20 weeks, and then they would
draw benefits for 20 weeks.

This is a good illustration of why such matters should be left to the states.
We understand that six states which adopted uniform duration of benefits had
such adverse experience that they were Impelled to return to the variable dura-
tion which is in effect in most states.

Other examples of possible abuse can be obtained by the committee from the
state administrators who will testify, and who are in a better position than
we are to cite more examples of abuses which this provision will generate.

0. DENIAL OF BENEFITS TO TRAINEES

This standard proposes that benefits cannot be denied to'a claimant because
he is taking an approved training course. We approve of the idea that persons
whose Jobs have evaporated be encouraged to undergo retraining to qualify them-
selves for other types of work. However, to latch retraining on to the unem-
ployment insurance program tends to warp the program unnecessarily. This
kind of situation should be handled outside the program through training allow-
ances geared to the training program. The unemployment insurance program
should be restricted to those who are available for work.

IV. NEW FEDERAL PROGRAMS

We now turn to those portions of S. 1991 which would establish a new federal
program for extended benefits, and provide for matching grants to certain states,i
to be financed by substantial increases in payroll taxes.

A. FEDERAL UNEMPLOYMENT ADJUSTMENT BENEFITS

S. 1991 would provide for Federal Unemployment Adjustment Benefits for un-
employment after June 30, 1966. In substance, an additional 26 weeks of bene-
fits would be available to qualifying individuals after the exhaustion of state
benefits.

We agree that some program is desirable to help the long-term unemployed
readjust themselves 'so that they can become self-supporting. But, such a
readjustment program should be handled outside of the existing unemployment
insurance program.

The unemployment insurance program is designed to handle relatively short-
term unemployment of individuals attached to the labor force.

We recognize that twice Congress has enacted programs to provide extended
unemployment insurance benefits., But, those were emergency programs gen-
erated by recession conditions.

If, however, the committee feels that some permanent legislation should be
enacted to deal with the problem of long-term unemployment, and that the un-
employment insurance program is the most expedient instrument for that pur-
pose, we urge the committee to consider the proposals of a special committee of
the Interstate Conference of Employment Security Agencies, embodied in H.R.
7476 and H.R. 7477 a's we believe the approach taken in those bills is preferable
to the approach taken in S. 1991.

B. MATCH1ING GRANTS

S. 1991 provides that a matching grant will I be made by the federal govern-
ment to a state of two-thirds of the amount by which unemployment insurance
benefits paid by that state exceed two percent of wages in covered employment
in a calendar year.

The Labor Department memorandum states as the reason, for this proposal:
This grant Is a recognition of the fact that the uneven incidence of unem-

ployment between states is in part the reult of national policies and national
forces. It also operates to minimize interstate tax competition as a factor in
shaping unemployment insurance provisions. (page 0)

It is difficult to discuss the pratical effect of this proposal In the absence of
figures and 6xamples of how it might operate. We can, however, point out the
basic issue presented by this proposal.

The precise issue posed by this proposal was present InL more serious form
when the unemployment insurance system was established. All the "national
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policies and national forces," the proponents say, cause unemployment today were
active at that time.

But Congress declined to go as far as S. 1991 would have Congress go today.
The framers of the system recognized the advantages of placing on each state
the responsibility for maintaining the solvency of its own system.

The point which the proponents disregard is that "national policies and na-
tional forces" also tend to create and maintain employment in prosperous times.
The unemployment insurance system calls on the states to build their reserves
in prosperous times to take care of the drain during the downswings of the
business cycle.

That responsibility the states have carried out to an exemplary degree. But,
this proposal would encourage a state to maintain minimum reserves, and, then,
when national policies and national forces come into play, rely on a "matching
grant" to bail it out.

We recognize that a few states have encountered periods of recession when
their reserves ran dangerously low. This has happened so seldom as to be the
exception to prove the rule. In practically all cases, each state has worked its
way back to solvency.

Congress has devised a system. .to help such states by creating a loan fund
under the Reed Act. That approach maintains in the states, where it belongs,
the basic responsibility for protecting its own solvency. It also provides a safety
valve to tide over a state in emergencies.

We urge the committee to choose the Reed Act approach which accomplishes
the end result sought by the, matching, grants w;1thout, subverting the basic
philosophy of the system.

As to the argument that the matching grant proposal is warranted by inter-
state tax competition, we have already dealt with it above in our discussion of
the basic fallacies of the proponents of the bill.

C. INORZASING THE TAX BASE

To finance the new federal programs, for extended benefits and matching
grants, the bill proposes to increase the federal tax rate from .4 percent to .55
percent of covered payroll, and, at the same time, increase the tax base from
$3,000 a year to $5,600 a year in 19067, and to $6,600 a year in 1971.

We have already set forth our objections to the two programs which the
proposed tax increase is designed to finance. On the assumption that the com-
mittee would nevertheless be interested in our ideas on how to finance these
changes, we will set them forth here.,

Again, in the absence of figures as to the amount- that will be raised by this
tax increase, and the relationship of that amount to the prospective expenditures
under the two new programs, we can only comment on this proposal in general
terms.

The reason presented by the bill's proponents is that:
There is now an urgent need to increase the unemployment Insurance wage

base to a level reasonably related to current wage rates. Since the OASDI base
is selected on that basis, it would seem appropriate to bring the two luto agree-
ment again. (page 7) . • . -

We simply do not understand the "logic" of raising the tax base under unem-
ployment insurance to the level of the tax base under Focial security Just because
they had the same tax in 1939.

Presumably, social security taxes-a combination of tax base and tax rate-
are geared to the benefits to be financed. Surely, It social security benefits had
not been increased, social security taxes would not have been Increased either,
regardless of the level of wage rates.

Whether unemployment insurance taxes need to ho increased, and by how much,
depends entirely on the benefits to be financed. 'After that is determined, and
only then, is it timely to consider whether to raise the tax base or the tax rate,
or some combination of both. Because of theserious Impact on all states of the
proposed drastic increase in the tax base, we urge the committee to examine
other possible methods of financing the proposed new'federal program.

The CHAIRMAN. We will stand in adjournment until 9 o'clock
Monday morning.

(Whereupon, at 10:35 a.m., the committee recessed, to teconvene on
Monday, July 25,1966, at 9 a.m.)
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MONDAY, JULY 25, 1968

U.S. SENATE,
CoxmiIrTE oN FINANCE,

Washington, D.C.
The committee met, pursuant to recess, at 9:05 a.m., in room 2221,

New Senate Office Building, Senator Herman E. Talmadge prqsiding.
Present .Senators Long (chairman), Douglas, Talmadge, 'Williams,

Bennett and Morton.Also present: Tom Vail, chief counsel.
Senator TALMADGx. The committee will come to order.
Today we are beginning the final phase of these hearings on the

unemployment compensation bill., The hearings will be concluded
tomorrow and the'onimiittee will begin executive consideration of the
bill on Wednesday.

Our first'witness this morning'is Mr. Matthew I. Cotabish, director,
labor and community relations, Clpvite Corp., represenfting the Na-
tional Association of Manufacturers. -

Mr. Cotabish, will you come fdritird and take a seat and proceed
with your statement.

STATEMENT OF MATTHEW r. CoTABISH, CHAIRMAN, EMPLOY-
KMENT SECURITY SUBCOMMITTEE, NATIONAL ASSOCIATION OF
MANUFACTURERS

Mr. CoTABissi. Mr. Chairman and members of the Senate Finance
Committee, my name is Matthew I:. Cotabish, I am labor and com-
munity relations director of the Clevite Corp., Cleveland, Ohio. I
also serve as chairman of the Employment Security Subcommittee of
the National Association of fMahufactuers and I appreciate the oppoiw,
tunity to aippear before this committee on behalf of the association.

The dynamic nature of our industrial economy may bring with it,
from time to: time some temporary and, involuntary unemployment.
State administered programs have b6en enacted to' provide benefits
to those so unemployed and to encourage steady employment. These
programs should be fair to all, should operate in the best interests of
the public, and not in behalf of any special groups.

Our unemployment compensittion system is based on the concept
that the worker who loses his job through no fault of his own may
need financial assistance to tide him over temporarily until he finds
another job. This concept has been responsible for helping millions
of our men and women to cope with unexpected hardship.

By providing an employe with benefits which represent a substan-
tial portion of the take-home pay that tias been his livelihood and by

815
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providing his employer with a substantial incentive to hold layoffs
to minimum, we have evolved a pattern which has, generally, worked
well.

Although there is much that could be said here today, we resist the
temptation to engage in extended discourse and confine our observa-
tions to five points ,whiclth .We believe require particular attention.I To
some extent these were incorporated in NAM's statement on H.R.
8282 (1). 1338 of pt. 3 of the 1965 beatings of the House Ways and
Means Committee on H.R. 8282).

Briefly, we have these comments:
1. W support the principle of State standards with respect to the

amount and duration of benefits. Much of the success of the program
can be attributed to. the State legislators and administrators who have
shown no lack of zeal in their concern for the unemployed.

The periodic improvements in benefit levels which the States have
made to meet the test of adequacy have moved the program in the
right direction, and we can reasonably believe that this situation rests
in good hands. As the State officials pointed out to your committee
on July 15, the benefits paid in the States have increased at. a rate
faster, than either the cost of living or take-home -pay. We. believe
that decisions on benefit policy ,should be left with the State legisla-
tures, who have proved conscientious in raising the maximums where
this was advisable.
* Under S. 1991 every State would be required to pay unemployment
compensation benefits to the unemployed worker who quits his job
without good cause, is discharged for willful misconduct on the job,
-or who refuses another job while drawing. unemployment comipensa-
tion benefits, with a postponement in benefits for a period of 6 weeks
being the employee's only penalty for causing his unemployed status.

While Secretary of Labor Wirtz, in his testimony before this com-
nittee, has suggested that the postponement period'be increased to 13
weeks, the principle of paying unemployment compensation benefits
to persons who for one reason or another are willfully unemployed
remains exactly the same.

For reasons which are outlined, later, we also object to the Secre-
tary's further recommendations that these benefits not be charged.I Under S. 1991 present State requirements relating to the amount
and duration of benefits would be superseded by Federal provisions.
These provisions would require every State to pay 26 weeks of bene-
fits to claimants with a minimum of 20 weeks of prior employment
'.or their equivalent." Most States base benefits on quarterly-not
weekly-wages. In these States, the so-called "equivalent" is defined
as 5 times the average weekly wage of the State and either 40 times
the benefit rate or 11/ times the amount earned in the highest quarter.

So, except in the few States using weekly wage records, the im-
portant factor is not 20 weeks of employment, but earnings amount-
ing to five times the average wage. The average wage ranges from
$76 in Arkansas to $168 in Alaska. The national average is $108.
This standard would require payment of benefits for a half a year to
people with very little previous employment.

S. 1991 keys maximum benefits to a percentage of statewide 'a6ver-
%age weekly wages based upon wages paid all workers including the
various levels of manageineft, aind this is obvl6usly not ' the releVant
criterion'.
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We believe that this is a matter which 'is best left to the individ-
ual States. I

2. We believe that the Congress can doa much better job of design-
ing anettended benefit plan in a time like the present than could be
done if th6 Nation were faced with a serious emergency.

Two extended benefit programs were offered in the Conwress last
year. One was that which is now contained in S.' 1991. The other
was a proposal developed by a committee Of State officials':

H.R. 15119 includes a comproinie between these two plans; provid-
ing for both State and national triggers. F rankly, many in* industry
feel that the proposed triggers, particularly the 3 percent State trig-
ger, 'is too low., And there are many who seriously question whether
the Federal Government should compel a State to, take action when
there is no national emergency. ' •

But as a practical matter, the statistics support the provisions: of
H.R. 15119. Twice in the past, in 1958 and and 1961, the Congress
has enacted special recession programs of extended benefits. ' And the
statistics indicate that, under the House bill, extended benefits would
have been triggered automatically in both of these years and in very
few States at any other times.

Also-both in 1958 and 1961-this program would have been trig-
gered in and out a bit earlier than was the case of the emergency
legislation. To the extent that. extended benefits may be effective as
an antideflationary device in support of the economy, the earlier dates
probably would have been more effective.
. Therefore, on the whole, we believe that the- House has reached a
reasonable compromise.

In addition, we feel that eligibility for extended benefits should be
limited to people who have had substantial einp loyment, but we be-
lieve this should be handled by the States rat er than by Federal
legislation.

3. We believe that efforts to impose Federal standards-even those
which might seem to be of a minor nature-could effectively weaken
the Federal-State partnership which has generally worked.

Even the House compromise bill-H.R. 15119-in our opinion goes
too far in telling the States what they must do about disqualifications,
the so-called "double dip",handling of interstate claims and' thelike.
But while we feel these amendments are wrong in principle because
they infringe on State responsibility, they are minor in character and,
therefore, we are not proposing any amendments to these provisions
of the House bill.

4. We favor judicial review of the Secretary of Labor's findings
with respect to a State's unemployment compensation program.

H.R. 15119 wisely furnishes the States with a'procedure for appeal-
ing to the Federal 'courts' an adverse decision of the. Secretary of
Labor as to whether a State law or its administration conforms to the
requirements of the Federal law. Under existing law, siuc h decisions
of the Secretary' of Labor have been final, with no recourse for judi-
cial _review even though. tlhe ' penalties, for nonconformity" are
extremely heavy.. .. , . .

These peAihdies consist0f fihe' ihdr'awal of 'Federahfunds ad a
concurrent increase of 2.7 percent in employers" takes within the
State. This means that for a year employers would pay double taxes
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while the unemployed could receive no benefits. These penalties are
so severe that it is unthinkable that they could be imposed on a whole
State without judicial review.

JJ.R. 15,119 "r~eudes provisions for judicial review and an accom-
panying stay. o the penalty. We strongly endorse this position,.

5. Before concluding, I would like to comment briefly on certain
aspects of financing.,

Both Federal and State Government representatives have indicated
that revenues; for administration needs should be increased. We. are,
frankly, not convinced that all of these expenses are properly charge.
able to, employer payroll taxes,: and:we feel that the Congress should
make a careful investigation of theadministrative costs of the program.
In the meantime, we can only accept the official estimates. Funds are
needed for the Federal share of the extend benefit program. :

These funds can be provided either by increasing the tax rate or
by increasing the tax base,, People in industry believe,-I think almost
universally-that ,when revenues need to be increased, they should be
secured by adjusting the tax rate rather than the tax base. The NAM
has adopted a specific policy that "where additional revenue is required
to keep such funds solvent, first consideration should, be given to in-
creasing the maximum tax rate rather than increasing the maximum
taxable wage base."
I The Secretary; of Labor has recommended an ultimate increase of
the base to-$6,600 with a small increase in the rate; We believe; this
would be most unwise. It should be clearly understood'that in unem-
ployment compensation (unlike social security) there is no relationship
whatever between the taxable wages and the benefits paid.

Actually, the result of an increase -in the wage base is to favor the
unstable 'employer, large or small. We fre talking here about annual
wages ind it ikaxiomatic that; at any given wage rate, people employed
the year around will earn moie wages in a year than people'employed
only intermitten ly., 'Adbubling of the Wage base throws more of the
burden on stable emplbynent than on employment ih which'wages do
not exceed $3;000 a year. ' 'o " ,

I ha mnentiO)ed thesevi ews to make our p6sition clear, While not
urging amendment of the House bill, we" are strongly 'opposed to any
increase i the wage base beyond the levels provided in that bill.,

ExperidnO rating has 'promoted stability in employment vind 'ef tc-
tive personnel pia-ctices, as well as minimized unemployment compen-
sation costs. The consequences of'eliminating or diluting experience
rating would be, far-reaching. In effect, employers who make efforts
to stabilize their employment Would 'be' forced to subsidize employers
,who make no sui effort. VE'xpdrience rating should be preserved and
strengthenedn ot only as a stimulus to stabilization, but as' a ,method
of allcat.ing costs of goods and services. ? ' I '

In connection *Ith experience rating, I wish to comment further on
the most recent proposal of the Labor, Department with respect to dis-
qualifipatioh. This question of disqualification presents some very
knotty problems which have been approached in many ways by'State
legislatures. We believe that responsibility in this area should be
left ~il h tat~s.
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rlThe Labor Department (in addition to its proposed limitation to 13
weeks postponement) has proposed that benefits in disqualification
cases not be charged to employers' accounts.

The purpose of disqualification is to channel benefits where they :be-
long and to protect the integrity of the system-not to reward em-
ployers. It is the responsibility of employers to advise the adminis-
trators of the. causes of separation. Without.employer cooperation it
is almost impossible to administer this program. Experience in the
States where the noncharginlK idea has been tried indicates that this
practice has a tendency to minimize employer cooperation., Without
such cooperation, the whole program could well 'fall into disrepute.

Furthermore, experience rating operates only- through the charging
of benefits against employers' accounts. If, these' benefits are not
charged to the accounts of the individual employers, then they become
a cost to industry at large and this ambunts, in effect, to asking one
employer; to pay the benefits. for an employee who has been disclarged
for some reason by another employer..

In summary, our manufacturers continue to have confidence, inthe
State governments, which should have the; primary responsibility ,for
unemployment compensation. ,

,The States have made steady progress toward buildingsund long-
range programs, and many of us have worked for years in the States
toward this end. We expect the States to make, further improvements
in the future, and manufacturers. will continue to Work, to that end::'

We believe many of the provisions of S, 1991 are unsound and un+
necessary and that, the overall effect of this bill would be to undermine
the State systems.

While we, would havB preferred a somewhat different approach to
some of these problems, we are not advocating any amendments to the
House bill at thistime. As a total packageiwe view H.R. 15119 as an
acceptable compromise which we support. _!,

The, CHAIRMAN (presiding). Thank you for your statements Mr.
Cotabish.

As, I, understandthe House, bill which I take it, you axre ,prepared
to support-- " , ' ,,
Mt. CoTAmsmx:.Yes, sir.
The CHAIRMAN (continuing). As I understand it,,the tvio,pruci-
al things the House bill does is to raise the tax rate, and torjise thegase.
I would assume that is going to bring a' lot of additional money

into the fund, part of it for administration at the Federal: level and
part of it for State administration.

Do you, anticipate , that the States will receive -additional money
and that they will use that to expand and increase benefits: Under their
existminStates programs? , .

Mr. COTABISH. As I understand it, Senator, there will:be moneys
available for 'State improvement of their employment programs. :- I
imagine there are- other bills-I am familiar with the employment
service bill which, I believe, contemplates some of the use of these ad-
ministrative funds. I expect that this would be passed along to the
States through the-Federal channels. ,

The CGuIA1AN. Here in our blue sheet which was prepared for thecommittee by our staff, with the assistance of the Labor Department-

65-992-6-----84
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we willshow it to you on page 40 is chart, 22, which indicates that
'present: msqximum 'weekly benefits are relatively much' lower than
earlier levels. A comparison of the years 1939 and 1966 shows that the
ratio of maximum weekly benefit amounts to State average weekly
covered, wsage has decline' due, I would assume, to the depreciation in
the value 'of ourcurrency more than to any other single',factor.,
- Now, if: we were. merely trying to. put this ratio closer to where it
was when the program started, would you say that the House bill does
that by making .additional revenue available to the States with which
they could do :this? -

Mr.. COTaXBSH. Well, the Housebill makes no change in the benefit
levels, is. my understanding, sir. But' the States themselves have been
making changes in ,benefit levels and these, of course, come up every
time the' State lecislaturs are in session, and we anticipate the same
activity in our own State legislature in Ohio.

The CHAMMAN. Does not the House bill make available to the States
more money with which they can increase benefit levels if they are so
disposed?, , : .

Mr.'CrABiSH. I believe the House bill has the financing divided be-
tween the provisions for building up an extended benefits fund, which
would be;your recession benefits, and then increases in the administra-
tive expenses.

The' CHAIRMLAN. Well,' now the State taxable base goes up from
$3,000 to $4 200. Applied against that greater tax rate, would nct that
make available larger amounts of money to the States to increase levels
of benefits or to provide additional benefits beyond what they are pres-
ently providing if the States were so disposed?

Mr. CorABiSH. I do not believe it follows that the State has to in-
crease its own revenues.

Now, they can, if they take this measure as far asthe State funds ate
concerned. ,

The CHaIRMAN. You say the State does not have to, but unless the
State moved to find ways to keep this tax from applying, as it would
under their existing law, wouldn t the increase of the base to which the
tax is applicable cause the States to have a very substantialamount of
additional money available with which they could increase benefits if
they wanted to?

Mr. COTABIsH. That would apply, sir. We had the experience in
Ohio, prior to the 1963 session of the legislature, where our fund was
down fron over $600 million to down to $67 million, which was nearly
a bankrupt' condition in the Ohio emloyment fund, and without
changing the taxable wage base we revised the rate schedule in Ohio,
going from a maximum of 3 percent to a maximum of 4.2 percent, and
this hasbuilt the Ohio fund up in less than 3 years to nearly $400 mil-
lion where a minor-well, I won't say minor-but any revision that
produces that much additional revenue is certainly a contributing fac-
tor in there. So that it can be accomplished in either direction by
increasing the taxable wage base or by increasing the tax rate.

The CHAIRMAN. You see, when Congress started this program
Congress did not set' the standards 'for the States. The Congress
passed a tax. We gave the States a 90-percent credit against that
tax if the States wanted to get into the field and to do a job here. !The
States, in' general, were not made to do it, but because of lack of prior
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experience the States felt they would like to s 6 some sort of a' model
statute, and most of them patterned their laws after a model statute
that was sent out from Washington.

It has been modified inl many respects since that time.
In some respects this House bill does follow and in some respects

we might consider simply following the precedent that has existed
for some time. We could say to the States this is what we think is
desirable. We will be making more money available to you, aihd'we
wOild hope that you would use that to provide- more adequate benefits.
At the same time, we would not try to set your standards for you,
do it the way you want to do it. I just wonder if that approach is
not already in the House bill and yet, that might not be the approach
that this committee should adopt if it wanted to go a' step beyond
what the House did, and I was just seeking your reaction to fiat.

Mr. COTABISTi. I see.
I believe that our feeling is that the actual funding of State pro-

grams can be accomplished by 'either means or 'by a combination of
both of them, and really the revenue-producing factor in the State
programs has not been a deterrent to the incr easing of benefits. It
has been essentially a judgment of the legislature as to what the
proper benefit level should be, sir.

The CHAIRMAN. What I am getting at is: Doesn't this House bill
that was passed mean that more funds will be made available to the
States with the expectation that the States are going to provide
greater benefits than they have at the present time? In the main, in
general, States will increase benefits.

Mr. CoTABISIr. My understanding, Senator, is that the revenue pro-
duced by the House bill would provide for the creation of a recession
fund which would be held by the Federal Treasury, and for an in-
crease in Federal taxes which would be then available for improve-
ments in, the administration of the program and for certain training
of the employment service'people:

The 'CUAIRMAN. Well, when the States come into conformity on
their tax base, doesn't that give them more funds with which they
can provide additional benefits in the event they'are disposed to do
'so, without raising taxes?

In other words, when they tax wages up to $4,200 as contrasted to
the present $3,000, they are, taxing $1,200 more of the wage base than
they were before. Unless, they are going to act to reduce their, tax
rate, doesn't that provide them with additional funds with which
they could provide benefits?

Mr. CcrABIsU. Yes, sir.
The CHA IRMAN. Thank you very much.-
Senator Wnii.1rs. Isn't it' also important, though, that the States

use some of this additional' funds to build up their reserve against
the possibility that we will hAve a recession, where there would b
heavier withdrawals such as 'you had in' Ohio a few years ago?

Mr. 'CoTABiSn. It would be impbrtant' tlhat' all -of them are ade-
quately funded for their primary obligation which is, of course 'the
payment of benefits for the first 26 weeks or some of the States,' I be-
lieve, have gone beyond 26 weeks now. '

Senator LIAMS. And in establishiing thse rates they have to
take into consideration the possibility that thi tinemployment rate' cati
be substantially higher than it is today?
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Mr. COTABISH. Yes, that would be true.
Senator WILLIAMS. No further questions.
The CIAIRMAN. Senator Talmadge.
Senator TALTADOE. No questions.
The CHAIRMAN. Senator Bennett.
Senator BENNErT. No questions.
The CHAIRMAN. Thank you very much for that very fine statement,

Mr. Cotabish.
The next witness is Mr. Marion Williamson of the Georgia Employ-

ment Security Agency.
Senator TALMADGE. Mr. Chairman, it is a pleasure indeed to wel-

come to our committee a constituent and friend for more than 30
years. We are happy to have you here.

Mr. WILLIAMSOGN. Thank you, sir.
The CHAIRMAN. May I say, Mr. Williamson, that is a very fine

recommendation.
Mr. WILLIAMSON. He used to be my boss down there.
The CHAIRMAN. What is that?
Mr. WILXAMSOAN. He used to be my boss.
The CtTAIRMAN. He is a mighty good boss.

STATEMENT OF MARION WILLIAMSON, DIRECTOR, EMPLOYMENT
SECURITY AGENCY, GEORGIA DEPARTMENT OF LABOR

Mr. WILLIAMSON. Mr, Chairman and honorable members of the
committee, for the record I am Marion Williamson, since 1944 director
of Georgia's Employment Security Agency. I have served the Inter-
state Conference of Employment Security Agencies as president and
in other capacities, but am honored to accept your invitation to appear
before you as one who is impelled by an intense and increasing con-
cern for the preservation and continuing deveopment of an effective,
constantly improving, and soundly financed unemployment insurance
system based on insurance principles and attuned to local conditions.

I approach you today in support of H.R. 15119, the "Unemploy-
ment Insurance Amendments of 1966," which the House of Repre-
sentatives approved by the overwhelming majority of 374 to 10 after
having wisely rejected the drastic proposals in H.R. 8282.

I might say that some of them thought it -went too far in this bill.
H.R. 15119 is the product of diligent, thorough study and vigorous

debate, and in my judgment is a measure that is reasonable and sound
in its objectives.

It commendably amends fundamental statutes to provide for
broader coverage of workers, an extension of payments for limited
periods to those who have exhausted regular payments during periods
of high unemployment, a moderate increase in the wage base and tax
rate, and a statutory process for State use in obtaining judicial review
of findings by the Secretary of Labor. In my opinion, gentlemen, the
architects of H.R. 15119 have constructed a bill that is progressive,
fair, workable, and in keeping with those principles which are neces-
sary to preserve the present State-Federal partnership with its sound
and proven concepts.

H.R. 15119 properly rejects the concept of those who would impose
ever increasing Federal controls and standards on the theory that all
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things good and constructi'Ve must be directed from Washington. This
philosophy of central Federal control, if applied to the job insurance
program as proposed in S. 1991, which is identical to H.R. 8282,
would undermine its very foundation and make the program a con-
inuing national political issue. This would surely destroy it as an

insurance program.
Gentlemen, the application of increased Federal standards and con-

trols must be denied if the program is to survive and continue to serve
the best interests of our country. H.R. 15119, by retaining the auton-
omy of systems under State laws, does not diminish the State role in
the State-Federal system and will permit the States to continue to
provide a sound job insurance program for the involuntarily unem-
ployed within the broad framework of the Social Security and Fed-
eral Unemployment Tax Acts. A federalized system as proposed by
S. 1991 would permit abuse and actually encourage those without
work to remain idle for prolonged periods rather than to accept suita-
ble em ployment or enter training programs. Tremendous tax costs
would be added at a time when various other measures have already
increased the mounting tax on payrolls.

S. 1991 also ignores the studied advice of the job insurance system's
original designs and the successful experience of 31 years by pro-
viding for a federalized program that would impose Federal standards
as to duration, weekly insurance amounts, and disqualifications, virtu-
ally destroy experience rating, and drastically corrupt the system
through provisions for a confused mixture of insurance and welfare.

H.R. 15119 wisely rejects the notion that job insurance should be
stretched or perverted into just another welfare program. Rejected
also is the idea that the heavy Federal hand should clamp down on
State programs which have succeeded so well throughout the years
of peace and war, recession, and prosperity, normal times and de-
pression.

Similarly discarded is the thesis that Federal bureaucrats should
oust the discretion of State governments and State administrators
and pull the reins from Washington as to weekly insurance amounts,
eligibility and disqualification requirements, and the duration of
regular payments. H.R. 15119 thus preserves basic principles that
have worked well for many years.

In enacting the social security law, the Congress gave heed to the
Economic Security Committee's sage advise that the States be vested
with broad discretion to provide the type of unemployment insurance
program appropriate to economic and social conditions prevailing at
the grassroots level. The fixing of job insurance amounts, duration,
eligibility; disqualification, and similar matters of intensely local sig-
nificance was left to the States.

Congressional wisdom in enacting a State-Federal system has
wrought rich rewards throughout the years. The cooperative part-
nership has resulted in extensive improvements in the insurance pay-
ments to job seekers who, for temporary periods, were involuntarily
unemployed. The record of these improvements is impressive. The
States have substantially increased the average weekly insurance
amounts, greatly elevated maximum insurance payable, significantly
liberalized duration requirements, and reduced waiting periods.

A worker rho qualifies for job insurance today receives more pay-
ments sooner for a longer period and can buy more real goods with
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what he receives than at, any other time in the program's history.
This does not sanctify the present level of payments or of eligibility,
but it does mean that real improvements have been made on a con-
tining basis within the framework of the State-Federal system that
has served our people so well. This system works because it has the
flexibility to permit each State to tailor its system to the needs of its
workers and employers.

Framers of the original act were careful to include elements essen-
tial to job insurance and to exclude "assistance" concepts more appro-
priate to a system of welfare. Thus, our unemployment payments
are truly. "insurance" because the employer's tax rate is based upon
his experience with employment, just as workmen's compensation or
any other form of insurance-life, health, accident, casual ty, or fire-
is based upon the experience rating or risk involved. The same in-
surance concept further requires that a worker, like any other insured
person, take reasonable steps to minimize his loss. If suitable work
is available, he must take it.

Because a laid-off worker's job insurance payments are reflected in
his employer's taxes, experience rating proviNes the employer a strong
incentive t9 retain workers during slack seasons rather than to lay
them off.

Gentlemen, the employment experience and insurance element are
essential to any sound job insurance progr am and I am happy to find
them preserved in the bill which the House through its bipartisan
action has so overwhelmingly approved, 

A significant step forward is the bill's provision for judicial review
of findings which may now deprive a State of funds to administer
its programs and nullify the tax offset, credit to its employers. Neither
the Social Security Act nor the Federal Unemployment Tax Act now
specifies a process a State may use in, obtaining court review of an
administrative determination in which a Secretary of Labor has con-
cluded that a State is not 'omplying with required provisions of law
or that the State law itself does not meet Federal requirements.

Tn this situation, the use or usurpation of unbridled power by a
single federally appointed administrative official could harm virtually
all the people of a State. A State'S right to judicial review of a See-
i et ary' adverse decisions in conformity and compliance cases should
le spelled out in the basic Federal statutes. Otherwise our States
can look'for no better treatment than was recently afforded to New
ITam)shire and; South Dakota and, in earlier years, to Californfia,
Washington, and an impressive number of other States.

,Fundamental legislation governing the unemployment insurance
system clearly created a State-Federal partnership. Had it, been in-
tended to establish a Federal program, such as old age, survivors, and
disability insurance, the Congress ?vould have done so.

Under these circumstances, the right, to appeal from severe penalties
exacted under capricious or uncontrolled action of a public admin-
istrator is desirable, reasonable, democratic, and of grave concern to
the States. Regrettably, the review prorjded rider the bill would
not include a de novo hearing and the court would be bound by the
So,cretary's findings of fact "unless contrary to the weight of the evi-
dence," but even this limited review would help to remove the Sword
of Damocles which hangs at all times over the heads of the States.
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The coverage provision of H.R. 15119 can go far toward helping
some' 31/2 million people whose occupations are similar to those in cov-
ered employment, but who are now outside of job insurance protection.
Persons to whom coverage is extended, are' in general, workers who
(1an be considered regularly employed and for whom reasojiadle "'avail-
ability for work" req-uireinents can be applied.

The bill preserves the concept that job insurance is essentially for
the regular worker. All States should, and do, extend the program in
varyiiig degrees to cover in-and-out workers, but if we ever lose sight
of the men and women who usually work by failing to distinguish their
characteristics from those of retirees, high school students, vacation
workers, expectant mothers, the casual handyman, the partially self-
employed, and the many categories of fringe or part-time workers, we
will badly damage the system' and will be unable to make necessary
periodic improvements for the regular breadwinner.

Gentlemen, for a sound job insurance program and not just a hand-
out-there must he a basis for determiningg that the worker is unem-
ployed as distinguished from the fact that he merely happens not to be
working, that lie is actually ready and available for work,.and that his
attachment to the work force is not casual, vague, seasonal, or intermit.
tent, as to make impossible or impracticable a determination of whether
he meets the law's requirements.
. Contrary to.S. 1991, which proposes a programof extended payments
for 26 weeks regardless of economic conditions, H.R..15119 again re,
jets the welfare concept in favor of the insurance approach by provid-
ing for 13 weeks of extended payments during periods of lhigh .-ne-
ployment. Obviously, considered thought was given, to the question
of what job insurance purpose would be served by protracted extension
of payments in periods of low unemployment if at the period's end, the
worker is still unemployed, particularly when his problem is the lack
of a marketable skill.. The bill wisely provides for training personnel and for research, and
commendably extends the availability'of funds under thleReed Act, for
another 5 years. Commendable also is the irodoration witty which it
adjusts the taxable wage base in two stops to a maximiuh of'$4,200,
which provides a realistic relationship between taxable wages and, totidl
wages. S. 1991, by contrast, proposes a drastic changeto a maximum
base of $6,600.

Enactment of H.T. 15119 should; in general, strengthen and improve
the State-Federal unemployment, insuran(, system in areas in ,which
changes are indicated.

..1f my opinion this committee's rejection of the unsound principles
contained in S. 1991 and approval ol H,. 15119, would eonstitte a
marked improvement in the present State.Federal system and still r-
tain the time-tested concepts.

Gentlemen, in discussing S. 1991 T will again affirm son 6f the
things I stated before the House Committee on Waysand Means when
II.R. 8282 was' under consideration arid will iadd some further
observtions.,

Enactment of S. 1991 would place the stamp of Approval itpon a
patent design to federalize State programs through the enforcement of
Federal standards governing duration, disqqualification, .and, weekly
insurance amounts, to alter the StateFede6'&1 partnership beyond ree-

525



526 UNEMPLOYMENT INSURANCE AMENDMENTS OF 196

ognition to the detriment of the people as taxpayers, consumers, work-
ers, and employers, to convert unemployment insurance into a colossal
and unmitigated dole, and to take a giant step toward a guaranteed
income for everyone who has any attachment to the labor force, casual
or otherwise.

Under S. 1991 a worker who quits his job without good cause or
was fired for anything short of a crime, or refused suitable work
when offered him, would receive a maximum postponement of only 6
weeks. This proposal, coupled with the virtual elimination of ex-
perience eating for employers having favorable employment records,
would substantially reduce the incentive for employers to stabilize
their employment. The worker would actually be encouraged to quit
or refuse employment which he found to be unacceptable for any
reason, knowing that he could receive job insurance after a brief
postponement.

These proposals would encourage the drifter. Instead of conserv-
ing available funds to provide a better program for persons who
usually work, S. 1991 would use trust funds to pay those who are not
really reconciled to earning their own livelihood. Gone would be the
principle that it is better to assure jobs for our people than to pro-
vide for them when they are not working.

If one is out of work because his community's major industry has
closed down or moved away or because automation has eliminated his
job, little is likely to be gained by paying him for 52 empty weeks and
then transferring him to some other program for retraining or re-
location. By that time his desire and capacity for work can deterior-
ate through months of subsidized idleness. The employment prob-
lem of long-term idle workers will only be solved by more prompt
recognition of their problem followed by training and relocation to
fit them to new jobs. This is essential to the Nation's well-being but
it is not a function of job insurance.

Proponents of all-inclusive Federal standards have often founded
their argument on three unsustainable premises:

First, that the States have made little improvement in duration and
amounts of insurance since the State-Federal system began. That
glittering generality is preposterous, fantastic, and wholly without
foundation. Improvements by the States have been timely and in
keeping with increases in living standards and living costs. I sub-
mit that the State job insurance payments have kept pace with in-
creased living costs and have paralleled the splendid increase our
people have experienced in living standards.

Second, those proponents have argued that State job insurance trust
funds were endangered. Again I submit that these advocates have re-
sorted to a sweeping charge that the evidence does not sustain and that
unemployment trust funds are ample.

A third premise has been that the 50 State systems created evil com-
petition among States seeking to lure industry by depressing tax rates
and job insurance payments. To me, gentlembn the answer to that
argument is plainly visible to those who look. States which over many
years have brought their programs up to high payment levels are
teeming with industry.

These charges, however hollow, are of value in revealing their
makers' sinister designs upon the principle of State-Fderal partner-
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ship. Those designs, some clearly apparent iii the language of S.
1991 and others lurking between the ies would transmute Federal
bureaucrats into supreme overlords of all local details for the en-
forcement of rewritten job insurance provisions whose rigid require-
ments give the States no relief even in the courtss.

Those requirements are designed to deprive all States of decision-
making powers relating to coverage, tax rates, insurance amounts, du-
ration of payments, disqualifications, and eligibility, and are intended
in still other respects to limit State administration.

It is difficult for me to comprehend, as I know it must be for other
State administrators, why anyone would propose legislation to es-
calate tax rates, decrease employer interest, and prevent the proper
application of the work test to job insurance claimants. Employment
security's first interest to many employers lies in the job insurance
payments debited to their accounts and in the taxes they pay to sup-
port the program. This interest often serves to open the door to job
placements. Enactment of S. 1991 and the attendant destruction of
that interest would no doubt be the first long step toward complete
disaster for the program.

The Federal-State employment security system has served this Na-
tion well in good times and bad, and has prevented and cured more
physical and mental illness than the whole college of physicians. It
has never done a better, more penetrating, or more vital job than it
is doing now. This fact is reflected in the present state of the economy,
the dire predictions of the so-called experts on automation notwith-
standing, and there is an utter absence of demonstrated need for all
decisions to be made in Washington as to how much and how long un-
employed workers in various States should be paid.

We would remind proponents of S. 1991 that all the brains are not
on the banks of the Potomac. There is still some excellent mentality
on the banks of the Ohio, Missouri, Wabash, Colorado-and even the
Chattahoochee.

The mere fact that a condition, or some set of conditions, is a na-
tional phenomenon does not demonstrate that it can best be treated
through federalized processes. If that were so then all traffic rules,
,ill divorce laws, all property rights, would need nationalization. On
the contrary, a State job insurance system, like many other aspects
of State administration, can more effectively meet local needs and
local conditions.

A recent publication contained an article theorizing that the need
for reform is made plain by the fact that workers are paid different
weekly amounts in ohe various States. That, Mr. Chairman, is not
a weakness. It is one of the strengths of the system under which
States pay varying amounts geared to local wage levels and other
economic conditions in the respective localities, just as salaries vary
along with rents, medical fees, and other items that make up the cost
of living.

For many years ahnost every Congress has been bombarded by at-
tempts to sa(ldle the States ana the Nation with unworkable, imprac-
tical, rigid requirements and sternly inflexible "standards" which
would subvert the integrity of the employment security program and
destroy the quality of the State-Federal relationship. In the face of
those repeated efforts, the Congress has been consistently unwilling to
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sanction a vast extension of Federal power wholly beyond anything
within the compass of the cooperative State-Federal job insurance
system or to impair the integrity of the State programs. The Con-
gress has consistently recognized that the system's principal binding
force is the economic and social climate within the State.

Relevant factors for determining job insurance eligibility, can be
found only in the locality in which the unemployment exists. For-
mulas for making such determinations should include consideration
not only of wage loss but such similarly important factors as reten-
tion of the incentive to work; ability of the employer and -the public
to py'the cost and public understanding and support.

Experience has demonstrated that state job insurance laws can and
will deal effectively with payment provisions based on insurance
principles. A job insurance system cannot serve that purpose if its
objective is diluted by Federal controls that convert it into a national
economic pui4-priming device. The system's record of high achieve-
ment does nbt' seni to detei thbse. who would "improve" it by remov-
ing it from the ecpn6my it ser ves. Its flexibility, one of the elements
of its succeSs, is seen as 'weakness by those who would have us believe
that the unemployment problems of Georgia, Mjiie, and Alaska re-
quire not only the 'saume solution but also a solution that is to be found
only ihi Washington.
Th ' debate was afready'old in 1944 when Senator Vandenberg said:
* * * when we are asked to start this process by scrapping the standards of

a successful, time-tried State system of unemployment insurance, substituting
Washington as the centralized core of the new system, and imposing Washing-
ton's judgments upon the Judgments of the States, I cannot escape the con-
clusion that we move diametrically away from prudence and wisdom and ex-
perience and simplicity,, and that we create more problems than we solve.

Gentlemen, in my State, a poll of the taxpayers who pick up the
tab for this program's cost showed about 98 percent desired State op-
eration. To keep 'the system close to the economy, and the better to
secure and retain freedom in state administration and control of job
insurance laws, including freedom to enact provisions assuring the
retention, of work incentives, my State, along with Missouri, Min-
nesota, Wisconsin, Florida, and others have enacted laws opposing
further federalization.

Despite the fact that employment security laws are under constantreview by State agencies, State advisory councils, and State legislative

bodies, all seeking improvements, some persons seem obsessed with the
thought that the job insurance program cannot be kept dynamic and
effective without enactment of new Federal laws. Those holding that
view choose to ignore the hundreds of constructive and progressive
changes that the various States have made over the years. -Even a
casual review will show a steady flow of changes through which the
States , are constantly updating' their laws. These changes have har-
monized with -wise provisions of the basic Federal act which enabled
States to adapt their laws to local needs without further changes in
Federal legiilati6n.

You are asked, through S. 1991, to amend Federal law so as to
shorten disqualifications, forbid cancellation of any potential insur-
ance, require less work to qualify, and pay for longer periods while
not working. Is such action consistent with the objectives of an em-
ployment security program? The proposal flies in the face of action
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which the States, through actual local experience, have found neces-
sary.

That proposal would virtually destroy the disqualification provi-
sions of State laws designed to encourage employment stability and
to deter capricious and unreasonable employment behavior. A maxi-
mum postponement of only 6 weeks will neither deter malingering
to secure funds nor prevent the day-to-day abuses that create public
alarm. In recent years there has been, due to public demands, a
countrywide trend, both through State legislative action and grass-
roots referendums, toward tightening disqualification provisions and
closing loopholes which have permitted payment of job insurance to
personss who are dismissed for misconduct, quit work without cause,

refuse work, voluntarily retire, withdraw from the labor market, fail
to seek work, place unreasonable restrictions on work they will accept,
or are otherwise responsible for their own unemployment. Maryland,
in a recent general election, overwhelmingly voted, by statewide
referendum, to tighten disqualification provisions in its job insurance
law.

We are not helping the men and women who are bona fide unem-
ployed through no fault of thir own when we undermine the desire
to work by encouraging shiftless idleness and depletion of trust funds
through long and full payments without evenipartial cancellation of
insurance to persons who have no attachment to' the labor force, to
those who have voluntarily quit their employment and are determined
not to work, and to those who by their own misconduct bring on their
unemployment. If we deliberately remove the deterrents to idleness
we will compound what is already a serious situation throughout the
United States. S. 1991 permits payment for 2 full years out of 3,
which approaches a "guaranteed annual wage." Surely there is a
way to provide better insurance coverage for conscientious workers
without opening the floodgates of flagrant abuses.

If job insurance amount and duration should become almost as
attractive as regular wages, we will have killed, for many workers,
the incentive to earn a livelihood and will experience not only the
disaster of distributing funds to countless thousands whose unemuploy-
mnent is not without fault of their own, but also the destruction of the
public approval which we have carefully nurtured throughout the
years.

Without reflection on the majority of workers who unhesitatingly
would choose work in preference to idleness, regardless of job insurance
amount, let me say that proposals in S. 1991 would imperil work
incentives, subsidize shiftlessness, and, contrary to the law's intent,
would provide a steady income to those wh;, through their own
deliberate choice, work less than full time.

Let me cite an example: If an Atlanta housewife living near one
of our suburban shopping centers should desire some part-time em-
ployment, she could work 1112 days each week at $1.75 an hour and
earn $21 a week. After 22 weeks'she would have $462 of qualifying
earnings, which would entitle her to a weekly amount of $11 for 26
weeks. After repeating this process for 3 consecutive years, she could
qualify for an additional 26 weeks of extended Federal payments at the
same weekly rate. Thus, the first year she could earn $462 and draw
$286; the second year she could earn $462 and draw $286; the third
year she could earn $462 and draw $57.. The total income of this
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part-time worker for the 3-year period Would be $2,530-about half
and half from earnings and job insurance payments. Gentlemen, for
each $1 in gross wages she would be paid 83 cents in job insurance.
This aspect of S. 1991 could very well be dubbed "Housewives '

Bonanza."
Employer concern for the creeping erosion of work incentive is

shared by broad segments outside the business community and is
alarming some of the Nation's deepest thinkers. Dr. Roy McClain,
pastor of Atlanta's First Baptist Church and columnist for the
Atlanta Constitution, says our generation is witnessing a spreading
sickness; a diseased attitude toward honest work. He asks: "Who
believes that sweating is a wholesome therapy any more?" lie cites
a glaring evidence of this slothful attitude the extended, empty hand-
the hand that reaches out for a dole from friend, relative, or govern-
ment. He states that "Let's live on Uncle Sam" is the functional
decision of millions in our da. In commenting on the number sub-
sisting on government checks, he says: "It isn't that these 'poor, un-
fortunate' people cannot find work; it is the fact 'that they don't want
to work!" Dr. McClain left this concluding thought: "The Bible
says, 'this we commanded you, that if any would not work, neither
should he eat. For we hear that there are those who walk around

hou disorderly working not at all, but are busybodies." Could it
e that the Apostle Paul had 1966 in mind when he wrote these words

to the Thessalonians? Gentlemen, if the Congress should enact a
law that would encourage idleness, I would be compelled to answer
"yes."
.Gentlemen, the insurance principle is -one of the most important

factors to be preserved if the program is to continue to receive public
respect and support.

The amount of insurance a man collects when his house burns or his
automobile is wrecked might be less than desirable, but no one sug-
gests that the insurance company supply his needs regardless of the
premiums paid or that the Federal Government underwrite fire and
automobile policies considered inadequate. Surely the man who delib-
erately sets fire to his house or purposely. wrecks his automobile does
not expect full payment of his policies. Htow shocked lie would be
lo find in his contract a provision that after 6 wkteks he was no
longer responsible for his lack of a. house or automobile! Yet, S.
1991 would introduce equally unworkable and unbusinesslike clauses
into our job insurance laws. Some people misinterpret as lack of
sympathy for the unemployed our attempts to safeguard the future
of the employment security program by adhering to sound insurance
principles and keeping the system solvent so'tha t it may endure.

During recent years the employment security program has with-
stood withering attacks in national niagazines and from other sources,
usually centered around the payment of job insurance to workers not
truly in the labor market.

If claimants were not exnosel to Jnb opnnrtunities and if those re-
fusing to work were not placed on -the "mourners' bench" for a few
weeks, trust funds would be dissipated, their solvency quickly en-
dangered, and incentive to work would g6'down the drain. Gentle-
men, if you want to see an unhappy eiiiployer, you should call on
one who has just learned that we are using tax funds to pay job
insurance to a former worker who recently voluntarily quit his job,
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leaving a vacancy which he has been unable to fill. Do you think
he is likely to ask the State employment offices to refer another
worker?

Valid aims and objectives of 'j1b iiisurance were well stated by a
past national commander of the Aimerican Legion some time ago be-'
tore a congressional committee when ho testified: "The American Le,'
gion has Long favored the continuation and improvement of expe-
rience rating under State laWs and State control of the administration
of unemployment compensation."

He also stated at that time:
Here, I believe is what you want:
(1) An unemployment compensation system with benefits sufficiently large to

help the unemployed worker through a period of temporary unemployment yet
small enough to encourage him to" find and 'hold a Job.

(2) A system that will encourage the employer to increase or stabilize his
employment yet not impose unbearable penalties when conditions beyond his
control cause prolonged unemployment.

(3) A system geared to the needs of the individual State whether that State
be a largely agricultural State, a State with diversified industry, or a State
dependent largely upon one industry.

I can think of no better means by which to attain these objectives than tq
encourage the States to develop individual systems designed to best meet their
own needs.

Experience rating, whose demise would be heralded by the enact-
ment of S. 1991, enables an employer, by good personnel management
and sound employment practices, to enjoy a reduced tax rate. Em-
ployers now notify State agencies when a worker commits a disqualify-
ing act or refuses a suitable job. Georgia employers file over 250,000
notices each year reporting persons who voluntarily quit, are dis-
charged for cause, or refuse work.' These are most helpful and have,
contributed to the vitality and integrity of the program, but the
Federal department which has supported S. 1991 has never lent sym-
pathy to this participation by employers in furnishing information
needed for proper administration of our disqualification provisions

and, through its failure to allocate funds for this activity, has con-
sistently sought to circumscribe the State law by purse-string control.
Loss of employer cooperation would be a blow to effective administra-
tion of State laws. 'r

A glaring departure from job insurance principles and from, con-
cepts inherent in our system is the proposal to provide' payments for
an extended period of 26 weeks. In fact, gentlemen, I can think of
no better way of fostering an ever-growing body of persons seeking
to live on a government dole rather than to engage in an active search
for regular work. The job insurance system, to escape conversion
into a handout program, must relate to short-term unemployment.
If a worker in a booming economy cannot be placed by the employ-
ment service in 6 months or less, he most likelyhas a specific job imi-
tation which never could be solved by job insurance alone, whatever
the period of extended benefits. He is unlikely to be placed until he
is motivated to move, learn a new skill, correct a physical defect, or
remove some other cause of his unemployment. In Georgia, and many
other States, under the 1961 temporary extended compensation' law,
about three-forths. of' the loig-term unemployed exhausted their ex-
tended kliration job insitrance' and were faced with the same problem
of no 'job whiei' tIle program ended. If this program were 'still avail.
able today many of these folks would still be drawing and not working.
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I am confident that Members of the Congress, as representatives of
their respective States and of the people in the States who elected
them, would not knowingly favor provisions that would subject them
and their State administrators to arbitrary action by a single Federal
official. But one who unwittingly accepts the catalog of noble reasons
listed for the proposals might inadvertently be lulled into such a
position. While outwardly proposing to work through the States,
Federal bureaterats actually seek through these legislative proposals
and purse-string control to reduce States to the role of puppets and
to usurp the control and discretion of State administrators by advo-
cating and sponsoring so-called Federal standards to preempt State
laws. The woid "standards" sounds harmless enough, but the pro-
liferation of standards in these proposals is, in fact, a Trojan horse
artfully constructed to blind the Congress and the public to ever-
growing Federal power with all vital decisions made at the top, in
Washington. Gentlemen, S. 1991* would permit absolute Feseral
sway over a State's laws, programs, and administration.

Similar efforts toward Federal dominance in the State-Federal part-
nership were being exerted in 1946 when the CongoTess was considering
the question of returning the employment. service to the States. Truths
spoken in those debates still have the same vibrant ring that rPesounded
the day they were spoken. May I quote from the statement Mr.
Dirksen then made before the House (pp. 467-543, Congressional
Record, Jan. 28-29,1946):
...There are two ways of federalizing a function. The first is to simply

lift it up bodily and transfer it to the Federal Government.
The other is to make it appear that a Cooperative State-Federal system is being

proposed, but to delegate such broad powers to a Federal bureau that it becomes
in truth and in fact a complete federalization of the system so that for all
practical purposes the States are controlled at every level of activity If in the
Secretary of Labor's wisdom, this discretion, and his naked opinion he has a dif-
ferent idea ...

In further House debate on the same bill, Mr. Dirksen perceptively
observed as recorded on page 8661 of the Congressional Record for
July 11, 1946:

By way of epilog one might say that when a public function or an agency falls
into the hands of the Federal Government and becomes centralized it is about
as difficult to get it back into State hands by means of a legislative transfer as
it is to push a spirited bull calf through barn door.

Proposals now being advanced, like those presented and urged in
many past years, would furnish the Secretary of Labor authority to
run minute details of State job insurance programs, to nullify many
things the States are obligated to' do, to bypass and circumvent, the
provisions of State employment security laws, and to arrogate to him-
self all the attributes of complete preemption of the field.

Gentlemen, a partnership is a two-way street. There cannot be a
well-coordinated and harmoniously administered program so long
as a State administrator is never sure what surprise the morning mail
will bring from Washington announcing new projects or changes about
which he had no previous knowledge and which should have been a
subject of discussion and closely coordinated in the planning stage.
Federal administrative edicts and interpretations should not be used
to accomplish all those things that are nothing more than the attributes
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of complete dominion, or to contravene and supersede statutory re-
quirements. Neither should they be used to hamstring or harass State
administrators who are conscientiously adiniisteringtheir respective
laws.

An eminent jurist has written:
The tendency to sacrifice established principles of constitutional government

in order to secure centralized control and high efficiency in administration may
easily be carried so far as to endanger the very fouidafiqns upon which our
system of government rests.

Thomas Jefferson, whose views have in the past been accorded great
veneration, expressed the conviction that "the least governed are the
best governed." *We would.i do well to remind ourselves that. employ-
ment security laws originated in the States and arestill State systems.

I, like other State administrators, favor real progress and improve-
ments, whenever and wherever they are indicated. Just this spring
my State legislature enacted a series of the most. sweeping employ-
ment security law changes in many years. The legislative proposal
followed a long and comprehensive study by the State advisory coun-
cil composed of members representing labor, reanageipent, ,and the
public.

Unemployment insurance has assisted millions of men and women
to overcome the hardships of involuntary, unemployment, and the
program has furnished the national economy with stability to help
moderate, and even avert, economic, recessions.. It- is still most desir-
able and in fact necessary for the involuntarily unemployed worker
who has good prospects of going back to work quite soon; but one
long out of work, or one who has never been able to get or ' od a,
job, or is underemployed, or whose lack of skills or other condition
consign him to low wages, that worker needs something more than
job insurance. That something may consists of counseling, reorienta-
tion, and training, or retraining. ., (- . ,

S. 1991 is also seriously defective in its failure to. Il l the longtime
need for specific statutory language prescribing a State's entitlement
to judicial review of the Labor Secretary's decisions on matters of
conformity and compliance. Under the present law, the State may
present its case as best it can, but the Secretary is still, in effect, the
accuser, jury, judge, and court of last resort in Federal-Stat,6 matters
affecting vital rights of States and their institutions. From his deci-
sion he asserts there is no appeal, judicial or administrative. Under
those circumstances, a State ruled out of conformity or compliance
can suffer incalculably severe consequences through the arbitrary
withholding of funds.

In conclusion, gentlemen of the committee, enactment of S. 1991 or
of any proposals cut from the same pattern would be another great
leap toward a Federal "welfare state." Implicit throughout the pro-
posals is a devastating trend toward a degree of centralized Federal
control which could court disaster through incurring loss of the pro-
gram's public support in the grassroots localities, the abdication of
employer interest, the payment of job insurance to persons not truly
in the labor market, the complete disruption of State programs and
the laws under which they operate, the vesting of dictatorial powers
in the hands of the Secretary of Labor, and the demise of the State-
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Federal partnership in the form which time and experience have
proved so satisfactory.'

Gentlemen, the death knell of S. 1991 would be a victory for respon-
sibility and commofisense and an infusion of new life into concepts of
fiscal sanity and a stable economy. These concepts the States ai-e
now fulfilling and the results are no doubt reflected in our opulent
economy and in the unemployment rate which has ebbed almost to the
point of full employment.

H.R. 15119, now before you, does not pander to housewives who
might consider taking part-time work if conditions exactly suited
them; or to studen'tA who might work a few hours a week if they liked
the location, hours, and pay; or retirees and pensioners who do not
want to jeopardize their retirement pay, or others not involuntarily
idle and seeking regular work at prevailing wages. H.R. 15119
retains essential elements of a sound State-Federal job insurance pro-
gram for unemployed persons genuinely in the labor market.

May I urge upon the Committee on Finance its careful considera-
tion of the principles which through experience of many years we
have found essential to the continued vitality and usefulness of the
employment security programs.

The CHAIRMAx. Thank you so much, Mr. Williamson.
What is your reaction to the original unemployment insurance pro-

gram when it was initiated in 1939?
Mr. WIL IAmSON. Well, I have given my life to it, and I am sold

on it as long as it does not dampen the incentive to work and provide
people with a livelihood. I think it has done more to cure and prevent
mental and physical illness than the whole College of Physicians, Mr.
Chairman.

The CHIIAIRUA. My reaction to it, of course, when that was
passed-I was a student politician on the Louisiana State University
campus and did not have anything to do with this program-but my
reaction to it was that Congress could have passed a Federal program
if it wanted to, particularly insofar as it applied to interstate com-
merce. instead the Congress chose to levy a tax and then turned the
program over to the States and gave the States a tax credit of 90 per-
cent of the Federal tax if they wanted to get into it and provide a
program.

Now, it is clear that as of that time the Federal Government
achieved what it was hoping to do in having a partnership, as you
have described it, where the States set the standards but in most
instances the Federal Government had some idea of what it would
hope to see achieved in the States. In most instances the States did
pattern their laws pretty much after the Wisconsin experience. The
Wisconsin administrator helped to draft that State's law.

It occurs to me that when we provide a credit against-a Federal tax,
we do it because we want somebody to do something.

For example, we provided one recently so that if you build a new
plant you'get a tax credit.' We have done that in some other cases, too,
where we wanted somebody to do something.

If we found, however, that this tax credit was not being used the
way it was supposed to be used, that the purpose of our law was being
frustrated by means of a tax credit rather than implemented, it woul(
seem to t hi::'Senator that we would have a right to take another look
at the extent to which we wanted to let this tax credit apply.
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The reason I raise that question is that I notice in one State of the
Union this tax credit of 2.7, which is a State portion is so used that
it works out to a zero tax on 40 percent of all employment in that
State, of all covered employment.

Now, in Georgia you do not have a zero tax.
Mr. WILLmAMsoN. No, sir.
The CHAIRMAN. It goes down to 0.25.
Mr. WUIAMSON. One-fourth of 1 percent, and we think that is

about low enough.
We have a good fund, but we do not believe in a zero tax personally

because we want to retain the employer's interest. If he gets lulled
into a sense of false security and does not have to pay and does not
have to notify us of the quits or the discharges for cause and refusals
to work, I think the program would break its own back, and I think
it is necessary to have a tax on all employers covered in order to re-
tain their interest. When you tickle his pocketbook, you have got his
interest.

The CHAIRMAN. My thought is that the experience rating is a good
thing. I think it is a very good thing because it tends to keep employ-
ers on their toes, to make them report that a man was not fired, that
lie quit, or that he was fired for cause and that he should have been
fired, and I think there ought to be a difference.

It seems to me as though to eliminate completely the incentive
of the employer to try to keep that tax low, you are going to do a great
damage to this program.

Mr. WILLIAMSON. If you take the disqualifications away as provided
in S. 1991, you would lose interest, too.

The CHIAIRMAN. My thought is that a State could be justified in
going to a zero tax, but only when the fund is built up to the extent
that you can afford to go to a zero tax for everybody. It seems to me as
though it could be regarded as being parallel to a situation where you
take insurance, and it ,over a period of time you incur no damages, and
if the insurance company makes the money, you can have a refund or
reduction in rate, but you would still pay something for the insurance
protection that you are getting.

Frankly, the thought has occurred to me with reference to the com-
petition among States it might be well that we have some basis for
sone mininl amount that would not be forgiven.

Now, I would have no quarrel with your figure of 0.25. But it does
seem to this Senator there ought to be some point at which they do not
forgive it at all and unless they are going to forgive, it for all employ-
ers, and I just wanted to get your reaction to it.

Mr. WIriAIA.-soN. The feeling of the legal people on our council, and
they are on our council, is that we should retain a tax on all employers.
That is their consensus.

The CHAIRMAN. It worked out well for Louisiana, and I would not
want to change it unless there was a good reason why it should be
changed, but on bidding on a $50-million shipbuilding contract, we
won the contract by $100,000. That is one-fifth of 1 percent, and as
between t wo contractors, both of whom have the best possible experi-
ence rating, it would seem to me that somewhere along the line there
should be some limit to the extent to which one State would be discrim-
inated against in favor of another even by State law because a person
should pay something for his insurance, I should think.

65-992-66-35
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Now, when this program went into effect we had a level of benefits
that worked out to 65 percent of the average weekly wage. As of now,
the benefits are 45 percent of the average weekly wage.

Do you have any idea as to how we could get the level of benefits
up without infringing the States' rights to fix those benefits, to say
what they would be and how they would be arrived at?

Mr. W1TAIArisoN. There are only a few States where probably the
money they get now won't pay as much as it did back there. You will
remem-ber the income tax, the withholding tax, has increased a great
bit since then, and the people have moved to the country and a lot of
exI)enses-the take-hone money is just as high now, say, in every State
-is it was back there then, Senator.

The CHAImMAN. Well, I would concede that it might very well be
when you look at what you can buy with the money that the fellow
could buy just as much ood and as much red beans and rice to ho]l
hide and hair together Until he found some other job as he could be-
fore. But with everybody living better in the. country, and the aver-
age wage being greater, and we hope, if we should decide, we would
hope, the benefits would be related to the fact that people are living
better and doing better nowadays rather than what they could buy 30
years ago. I wonder if you could offer us any suggestion or if you
would have any objection if we could work out something that would
nudge the States forward on the general level of benefits without in
any way infringing upon their right to say what those benefits were
going to be.

Mi. WILLIAIUSON. If yOU get your benefits too close to the total wage
you are going to do away with the incentive to work and you are going
to have a lot of bums and loafers sucking at the public tit, and you
remember the disrepute that the program was in back there when you
paid them nearly as much to carry home money as they would carry
if they were working, and through experience we found that you have
to have an incentive margin in there.

Now, we pay about, two-thirds of our workers in Georgia about 52
)ercent. Every body that does not get the maximum gets about 52
l)ercent of their wages in job insurance. We think that is high
enough. We are paying $43 now and it goes up to $45 next year, and
I did not have a squawk out of the legislature nor the advisory council
when they advised me to do it.

The CHIRMAN. Senator Talmadge.
Senator TALIMADGE. M[r. Williamson, what is the total amount of

money in the composite trust fund at the present time?
Mr. WILLr,Am.rsoN.. Senator, it is approximately $8.5 billion, and

then in addition to that I believe we have about $270 million in the
Georgia loan fund, and there is a little due back from those States
that, borrowed for the TEC. So between $81/2 billion and $9 billion,
I would say offhand.

Senator TALMADoE. And Georgia's share is how much?
Mr. WILLIAISON. Right now it is $211 million and at the end of

this month it will go up close to $220 million.
Senator TALAMADOE. Under the present labor market conditions are

Georgia workers having any difficulty in getting jobs?
Mr. WILLIAMSON. Most of them are not. We have the least unem-

ployment we have had since World War II, and we are paying out
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less benefits, but we are having trouble filling job orders. Several
contractors have called me and told me they had to go out of business
because they could not get workers.

I called the labor and domestic office there in Atlanta and asked
them about it and they said, "M r. Williamson, I am sorry, we will load
ll) the truck and it will get off at the first red light." But we are
having trouble filling orders.

A lot of people who are unemployed now are not willing to take
the job at the prevailing wage for the skills they have, and we have
trained approximately 5,000; we have a good many more in training,
and about 70 percent of those will get jobs.

Senator TALMAUmE. That is the unskilled that you are training?
Mr. WILLIAMSON. Sir?
Senator TALMADEM. The shortage is for skilled workers, I take it?
Mr. WILLIA1SO.N. Semniskilled, automobile mechanics, carpenters,

and body and fender, business machine operators, and things like that.
Senator TALMAEm. On completion of the training program are

your unskilled workers having any success in finding jobs?
Mr. 'WILLIAMSON. We find, I guess, about 70 percent of them find

jobs after the vocational education department of the State educates
them, finishes the course.

Senator TALMADGE. In the computation of weekly insurance
amounts, would it be realistic to use a formula which would set a State
maximum as a percentage of the statewide average weekly wage?

Mr. WILLIAMSoN. No, sir; I do not think so, because you figure a
whole lot of big executives who make $175,000 a year, and when you
average Mr. Ford and Mr. Rockefeller, their salaries, with mine, Ido
not think it makes much sense.

We made a study of that in Georgia recently and the average of
the insured wages was $20 less per week than the average statewide
wage, Senator.

Senator TALm;DGE. From your experience with the administration
of temporary extended benefit provisions, do you believe a consider-
able number of workers will decline employment after exhausting
I)ayments under a permanent 26 weeks extended program?

Mr. WVMLIA, so,. 'Ve entered into the 1961 TIEC, and over 50 per-
cent of the workers exhausted that, and still we had the problem of
no jobs. I do not subscribe to a long duration because a person hesi-
tates to go into training or to get some physical defect or some handi-
el) corrected until the end of that period, and then in the meantime
he is getting in the habit of not working, and I doubt the wisdom of
extending benefits too far.

Senator TALJXADGE,,. Are most job insurance payments equal to about
half the individual's average weekly wage?

Mr. W Wr,L1,-IArsoN. In Georgia everybody gets 52 percent and a frac-
tion of their wages except, the ones who get the maximum, $43. There
aie about, two-thirds of our workers in our State who get over 50

percent. But I would not say that you ought to impose it on other
States just because we have it

When you change one of these factors, Governor, you have to change
them all. They are just. interrelated, and it is hard to realize and I
have to be sold by my chief of research every once in a while when I
will reacli in an(d want to do something, and'le will tell me how it is
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tied into duration, is qualification and these other things, so that when
you change one standard or one thing in the law you have to look at
them all or you get yourself all tangled up in something.

Senator TALMADGE. Are you satisfied with the provisions for judi-
cial review in H.R. 15119?

Mr. WILLIAMSON. I think it is better than nothing. But I always
like to play my cards above the table. I would rather have a de novo
review, and not one of these automatic affirmances of the rulings of
the Secretary of Labor. I would rather have political review than an
automatic acceptance of the findings of the Secretary of Labor.

I have been engaged in a lot of these conformityhearings. I helped
represent New Hampshire and South Dakota. New Hampshire did
the heinous crime of sending a check to a lawyer, a benefit check to a
lawyer, who had carried a case, a benefit case, to the Supreme Court
and won it. They said that was not paying benefits to the claimant
when due.

Since then the Congress has changed the law and requires the
Federal Government to recognize an attorney as an attorney and
deal with him.

Senator TALMNIADGE. Thank you, Mr. Williamson.
Thank you, Mr. Chairman.
The CHAIRMAN. Thank you very much.
Mr. WnLIAMSON. I enjoyed being with you, Mr. Chairman.
The CHAIRMAN. The nexi witness is Mr. Colin L. Smith, Employers'

Unemployment Compensation Council of Michigan.
Mr. Smith has notified us that he is hospitalized today and will

not be able to be here, and he has submitted his statement which we
will have printed in the record in support of his position.

(The statement referred to follows:)

STATEMENT OF COLIN L. SMITH, EXECUTIVE DIRECTOR, EMPLOYERS' UNEMPLOYMENT
COMPENSATION COUNCIL OF MICHIGAN, IN SUPPORT OF I.R. 15119 AND I.N OPPOsi-
TION TO S. 1991

SUM MARY
I. Representation

This statement is made on behalf of Michigan organizations representing ap-
proximately 91,500 employers in the State.

II. Position on S. 1991
We are strongly opposed to Senate Bill 1991, the companion bill to 11.R. 8282,

for reasons stated in our testimony to the House Ways and Means Committee
which is attached to this statement.

III. Position on H.R. 15119
H.R. 15119 represents a reasonable compromise worked out by the Ways and

Means Committee between the conflicting view points of interested parties. As
such, we support it and urge its approval by the Senate without change.

Since H.R. 15119 is a compromise, we are supporting it notwithstanding that
it infringes to a minor degree on certain principles to which we subscribe.

We intend to continue to support those principles in evaluating any future
proposed legislation modifying the federal unemployment compensation proivi-
sions. Those principles are covered in the following statement.

STATEMENT OF COLIN L. SMITH, EXECUTIVE DIRECTOR, EMPLOYERS' UNEMPLOYMENT
COMPENSATION COUNCIL OF MIOHIGAI, IN SUPPORT OF H.R. 15119 AND IX
OPPOSITION TO S. 1991

I. REPRESENTATION

My name is Colin L. Smith. I am Executive Director of the Employers' Un-
employment Compensation Council, a non-proflt Michigan corporation, whose put-
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pose is, through processes of research and education, to promote sound features
in the state and federal unemployment compensation laws and their fair and
efficient administration.

Our Council is supported by membership dues paid directly by some 750 em-
ployers and indirectly (through affiliated organizations) by an additional 700
employers. Although our members employ about 650,000 people in Michigan,
65 per cent of our members employ less than 200 employees.

Our Council is generally recognized by employers and others concerned with
the subject of unemployment insurance in Michigan as being a specialist in the
field. In line with this, and to conserve time at these hearings, I come here with
an endorsement of this statement from thirty-one statewide and local employer
organizations in Michigan. The names of these organizations, each of which has
reviewed and subscribed the positions taken in this statement, are listed in the
Appendix to this statement. In total, they represent 91,500 employers in the
State of Michigan.

I am an attorney. I have served in both Houses of the Michigan Legislature;
and I have been specializing in unemployment compensation legislation since
1952. I am a management member and Secretary of the statutory labor-manage-
nient Employment Security Advisory Council. In 1965 this Council unanimously
recommended the compromise, package bill which made the most sweeping and
fundamental changes in the employment security act in eighteen years.

II. POSITION ON S. 1901

Companion Bill to H.R. 8282.-Senate Bill 1991 has been referred to this Com-
mittee. It is the companion bill to H.R. 8282 which was considered by the Ways
and Means Committee for nearly a year before it recommended the bill which
passed the House by an overwhelming majority, namely, H.R. 15119.We are opposed to S. 1991 for the same reasons we opposed H.R. 8282 at the
hearings before the Ways and Means Committee almost a year ago. For your
convenient reference, a copy of our August 26, 1965, statement to the Ways and
Means Committee on H.R. 8282 is attached to this statement; and we ask that
it be included in the record of these hearings. We are opposed to adding any
amendments to H.R. 15119 which would incorporate therein any provisions of
H.R. 8282 which were rejected by the House.

Benefit Rate Standard8.-One of the proposed controls over state legislation
which was thus rejected by the House concerned the level of weekly benefits to
be paid under state laws. We want to emphasize here the position on this issue
that was developed in detail in the appended statement on H.R. 8282.

As indicated in our attached 1965 testimony, Michigan and her sister states of
Illinois and Indiana, have pioneered in developing a benefit formula which makes
it possible to "meet the needs of the unemployed worker and his family" (as the
objective of the state laws Is usually stated in their public policy declarations)
without providing a disproportionately favorable-and prohibitively costly-
standard of living for that large proportion of benefit claimants who have no
persons dependent on them or who themselves are secondary earners.

As an example, Michigan's present benefit rate formula provides each claimant
a benefit equal to 55% of his individual average weekly wage up to a maximum
Which the legislature deems adequate to provide for the necessities of life for
the unemployed claimant and his family, if any. This "variable maximum"
approach can be summarized as follows:

If his weeklyGets a benefit wage is above
of 55 percent that amount,

A claimant who- of his weekly his benefit is
Wage up to a the maximumwagr of- for hbs class,

of-

H as no dependent ------------------------------------------ -$78.37 $43
Has I adu t dep endent ild. . . . . . .... . . . . . . ..------------------------------------- 52tlas I dependent child ................................................... 83.64 47
Has I adult and I child dependent -------------------------- 8........... 1 59Has I adult and 2 children dependents .................................. |ll- 19
Has I adult and 3 or more children dependent --------------....... 129.10 72
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The federal "benefit standard" proposed in .1t. 8282 and S. 1991 would ak111e
it impossible for these pioneering states to continue to observe this constructive
approach. A literal interpretation of the language o? these bills would outlaw the
idea of having more than one maximum, because the bills say that all claimants
must be paid at least 50% of their individual average weekly wages, up to the
maximum weekly benefit available under the law. At% applied to Michigan, this
would mean that the present highest maxinmm of $72 could only be retained by
making it available to all claimants regardless of family obligations. The only
other course would be to cut the maximums for claimants with large families down
to 1/ of the state-wide average weekly wage of covered workers and raise the
maximums for the others, who have few or no dependent,', to the same level.

Even if this specific barrier were removed from the larguage of the bill, these
states with variable maximums would, as a practical matter, have to abandon
them in order to avoid prohibitive cost penalties relative to other states. In
Michigan, Illinois and Indiana, any variation in maximulis related to depend-
encies would have to be in addition to benefits which conform to the federal
requirement and could only be retained at prohibitive competitive cost penalties.

A similar problem exists for the eight other states that have decided to augment
their wage-related benefits with dependents' allowances for claimants with
families.

Federal control over state legislation is especially unsound and objectionable
when, as proposed in 11.R. 8282 and S. 1991, it needlessly forces states into a
mould of uniformity at the expense of highly constructive local innovations.

III. POSITION ON HI.R. 15119

As you know, the Ways and Means Committee spent several weeks conducting
the hearings on H.R. 8282. The printed record of the hearings takes up almost
2,200 pages.

The Ways and Means Committee also spent seven weeks in executive sessions
in analyzing and resolving the conflicting view points about that bill. As the
Committee stated in its report, "The bill (H.R. 15119) is; the product of the broad-
ost and most intensive review your committee has given to the unemployment
compensation program since it was enacted in 1935...

A. COMPROMISE SUPPORTED

As we view it, H.R. 15119 represents essentially a compromise worked out by
the Ways and Means Committee between the divergent views of Organized Labor.
the U.S. Department of Labor, the State Employment Security Ageneils amnd
Management Representatives. H.R. 15119 is not a compromise in the sense that
it embodies an agreement between these various interests; but it is a compromise
in the sense that the Ways and Means Committee has made significant deletions
from the original bill and has moderated other proposals made by the advocates
of the original bill. Thus the advocates of the original bill are making gains, Nit
at a less precipitate rate than they had hoped; and the opponents of 11.11. 8282
and S. 1991 will be subjected to changes to which they are opposed, but not nearly
so radical as in the original bills.

We wish to declare ourselves in support of this moderate measure as a reason-
able compromise. Since it is a compromise, we ask that every effort be made to
protect it against any change. Any substantial change would destroy the equity
from which broad-based support or acceptance must derive.
B. l,'edcral-State reccssioa program to payi cWtcldcd benefits supported

We enthusiast ically prefer the moderate approach to extended-duration un-
employment benefits contained in I1.11. 15119 to the wasteful and imtuch more
expensive program contained in H.11. 8282 and S. 1991.

Past experience supports the conclusion that a 50% extension of the basic
duration 3s sufficient to meet the problem of most industrial workers who are
unemployedr in times of business recession, and that the normal duration.
typically ranging up to 26 weeks, under state laws is sufficient for normal
and good times.

We are in accord with the 50% federal financing of an extended benefits
program to operate in times of business recession. The decision to leave the
states free to select an appropriate revenue source for financing the states' share
of the cost of the extended benefits was a wise one. Unemployment which lasts
more than 0 months is much more attributable to general economic conditions
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tian it is to the fact that the employee was laid off originally. There is a good
case for financing at least a part of the cost of extended benefits from general
revenue; and we are happy that the House properly left the states free to wake
this choice.

We are not convinced that it was necessary or desirable to make it compulsory
for states to pay extended benefits when their local unemployment reaches na-
tionally-prescribed levels, even though there is no national recession problem.
Also, it might have been better to give the states more latitude to work out
and test qualifying requirements, eligibility rules and disqualifications which
would be appropriate for individuals who have been unemployed a long time.
Perhaps improvements along these lines will be considered in the future.
C. Increase in tax ba8e and rate supported

I.11. 15119 raises both the rate of tax and the ceiling on the amount of
wages per employee per employer per year that is subject to tax. The rate is
increased front 3.1% to 3.3%, with all of the increase allocated to federal func-
tions such as administrative grants, extended benefitss grants and advances to
states whose funds are inadequate. The taxable wage base is increased, front
$3,00) at present, to $3,900 in 1969-1971 and $4,200 starting In 1972.

Taken in combination, the tax increases called for in 11.R. 15119, although
substantial, are much more moderate than would have been required by H.R.
9282 or S. 1991. Recognizing this fact, together with the projected need for
increased federal revenue to meet the mounting cost of state and federal ad-
iinistration together with the cost of extended benefits to be provided under

the bill, the tax changes contained in 11.R. 15119 are acceptable to us.
However, for the record we note that these tax changes leave untouched a

mijor problem area In the federal law which is also In need of modernization.
We refer to tHie gross federal tax rate and the maximum allowable offset against
t'he federal tax. The latter has stagnated at 2.7% since the beginning. If it
were increased, that would remove a federal obstacle to broadening the range
of available tax rates which may be assigned to employers in accordance with
their experience under the law. While potential benefits per employee per year
have increased by several multiples, this key aspect of the tax formula has
stayed fixed or has been increased only to a relatively minor degree. The
result has been that experience rating has ceased to operate as broadly or as
effectively as at the outset. and the program is losing the benefit of the Vlany
c'onstructive things that employers can and will do to conserve th'e fund when
experience rating provides the financial justification for such activities.

1. Judicial review o1 Labor Department "conformity" decisions supported
H.R. 15119 contains a provision, not proposed In H.R. 8282 or in S. 1991, which

will be a significant improvement In the operation of the federal-state employ-
nient security program. We refer to the proposed provisions granting appro-
priate state officials access to the federal courts for review of U.S. Labor D-
partment decisions holding that a state law, or its administration, is not in con-
formity with the federal law.

There can be no question that the sovereign states should have the same access
to the courts in matters affecting many thousands of their citizens as the citizens
themselves would have if they were adversely affected by a quasi-judicial de-
termination of a federal administrative agency.

Access to court review will also increase the flexibility of the states' programs
by giving the states courage to experiment with provisions or practices which
they believe are permissible under federal law and not be discouraged by ques-
tions of conformity raised by federal officials with reference to such proposals.

1'. fss'ues of principle
The comprise embodied in II.R. 15119 not only included somnie of the substance

of I.R. 8282 but also infringes on sonm of the principles which we regard as
basic to a sound and constructive program.

We feel it is essential to make our position clear in reference to these prin-
eiplcs--.not because we hope or even desire to bring about any modification in the
Provisions of the compromise embodied In H.R. 15119, but to make It clear on the
record that we do not abandon these principles far the future In supporting this
compromise bill. The points which Involve such Issues of principle are as
follows:

(1) Making Coverage a Condition of Tax Offest for All Emnpoyer8 in the
Staf.-H.R. 15119 creates a new avenue of control over state unemployment
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compensation legislation. It makes a "conformity issue" of providing state bene.
fits to certain classes of employees. Hitherto, a state's failure to cover an ema.
player's employees whose wages were subject to the federal unemployment tax
resulted in loss of tax offset only to the employer involved and only in proportion
to the wages he paid to the non-covered employees. Now, in certain categories,
the failure of the state to provide benefit protection to a handful of employees
can result in prohibitive tax penalties on all the employers subject to the state
law.

(2) Federal Control of Details of State Benefit Formulas.-H.R. 15119 fin-
poses a new federal control over the method of determining benefit entitlement
under state laws. The objective is praiseworthy-namely, to prevent chance
windfalls of extra benefits for certain claimants due to poorly conceived state
benefit formulas which permit lucky claimants to draw nearly double the nor-
mal benefit entitlement following a single separation from employment. But we
are not in accord with the principle of federal control over the details of state
benefit formulas.

(3) Federal Control of Effectivene8s of State Disqualfieation&.-H.R. 15119
prohibits the policy of a number of state unemployment compensation laws,
under which an employer is not required to payfor benefits for an employee who
causes his own unemployment by quitting that employer or refusing an offer of
suitable work from that employer. (Such "cancellation" would be permitted,
however, in cases of fraud or discharge for misconduct).

Until 1965, we had in our Michigan law provisions for "cancellation" of bene-
fit credits in cases where it would be prohibited under H.R. 15119. They had
been enacted in 1947 in an effort to put a stop to waste and abuse of the un-
employment fund under the law. In 1965, these provisions were deleted from
the law in accordance with agreement of labor and management representatives
on our statutory advisory council as a part of a compromise, omnibus bill of
amendments to the law.

While this new control over state disqualifications would not affect the Michi-
gan law, based on our experience in 1947 we know that it may be necessary for
a state to adopt such measures as this to correct a bad situation; and we be-
lieve that the federal government will eventually find it advisable to restore
this recourse to the states.

(4) Federal (Yontrol of Benefits to be Paid to Out-of-State Claimants.-H.R.
15119 will prohibit the states from reducing weekly benefits payable to a claim-
ant when he moves from a high-wage state (where he built up his benefit en-
titlement) to a low-wage state and continues his benefit claim in the low-wage
state.

We believe in and support the Interstate Benefit Payment Plan under which
an individual may move from the state where he earned his benefit credits and
file claims in another state for such benefits. We do not believe crossing a state
line should become an obstacle to drawing unemployment benefits which are
properly due. In Michigan we pay the same benefits to a laid-off industrial
worker who goes to another state to seek work as we do to the laid-off industrial
worker who does not move.

This new federal control would not affect our policies or coverage for em-
ployees. Nevertheless, we can conceive of situations-in fact, we believe such
a situation exists in the State of Alaska and was described in the House hear-
ings, where it would be destructive of the incentive to accept work to continue
payment of benefits at the high Alaska rates when claimants move to low-wage
states.

This problem could also exist within the borders of a single state ; but it would
not be possible to control the Intra-state problem if the federal law required that
benefits be paid at normal rates in all interstate situations.

IV. CONCLUSION

In conclusion, we support H.R. 15119 as reasonable, compromise legislation.
As such, understandably it contains some provisions we do not like and omits
other provisions which we think should have been included. We support the
bill because, through long and earnest effort, the Ways and Means Committee
has embodied in it a compromise formula which recognized to the maximum
practical degree the differing views of all the parties in interest in the legislation.

We therefore urge that this Committee and the Senate approve this bill in the
form in which it passed the House, and speed its enactment.
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PARTICIPATING EMPLOYER ORGANIZATIONS

Michigan Farm Bureau, Dan E. Reed, Legislative Counsel.
Greater Detroit Board of Commerce, Dwight Havens, President.
Michigan Retailers Association, Richard 0. Cook, Executive Vice President.
Michigan State Chamber of Commerce, Harry R. Hall, Executive Vice President.
Michigan Manufacturers' Association, John C. McCurry, General Manager.
Employers' Unemployment Compensation Council, Colin L. Smith, Executive

Director.
Michigan Shoe Association, Tom Willoughby, President.
Michigan Clothiers Association, Robert Storrer, Jr., President.
Greater Saginaw Chamber of Commerce, Robert H. Albert, General Manager.
Professional Photographers of Michigan, Earl D. Austin, President.
Michigan Retail Lumber Dealers Association, Donald J. Moe, Secretary-Manager.
Michigan Petroleum Association, Joseph D. Hadley, Executive Secretary.
Michigan Press Association, Elmer E. White, Executive Secretary.
Employers' Association of Detroit, Wayne Stettbacher, General Manager.
Michigan Jewelers Association, Arnold Layher, President.
Midland Chamber of Commerce, Robert Parker, Secretary-Manager.
Michigan Oil and Gas Association.
Associated Petroleum Industries of Michigan, William Palmer, Executive Secre-

tary.
Michigan Apparel Association, Carl Holingren, President.
Michigan Hotel and Motor Hotel Association, Mrs. Belle L. Thomas, Executive

Secretary.
Employers' Association of Grand Rapids, Stanley Benford, Executive Manager.
Michigan Furniture Association, John Aldrich, President.
Muskegon Manufacturers' Association, Robert Sumners, Secretary-Manager.
Detroit Electrical Contractors' Association, Perry T. Shilts, Secretary-Manager.
Michigan Dry Goods and Variety Association, William McDaniel, President.
Michigan Stationers Association, Thor Marsh, President.
Michigan Floor Covering Association, Clifford I. Clawson, President.
Michigan Association of Opticians & Optometrists, Jack Wallace, President.
Michigan Record and Music Dealers As-sociation, Ken Helber, President.
Michigan Sporting Goods and Marine Dealers, C. H. Johnson, Chairman.
Michigan Mining Association, James Tros'ig, Chairman.

The CI.\mAwi.N. The next witness is Mr. Frederick 1-. 1Vaterhouse,
Mantif acturers Association of Comnecticut.

STATEMENT OF FREDERICK H. WATERHOUSE, EXECUTIVE VICE
PRESIDENT, THE MANUFACTURERS ASSOCIATION OF CON-
NECTICUT

Mr. V.'VuER140TSE. 11r. ('1hairna and ieminbers of the committee, I
have filed a rather lengthy statement, but as we have only 10 minutes,
i have tried to abbreviate it for your purposes. I have covered many
of the important points and in the full statement you will find some
further arguments or explanations or points that are not in this abbre-
viated statement.

The CH.ARIIAN. Yes, sir. We will undertake to read your whole
statement, and we will allow you 10 minltes to summarize it.

Mr. WATEIHOISE. Yes.
Mr. Chairman and members of the committee, my name is Frederick

1I. W'aterhouse. I live in West Hartford, Conn. I am executive vice
president of the Manufacturers Association of Connecticut, which has
as its members approximately 2,100 manufacturing enmployers. These
companies employ more than 400,000 eml)loyees-.over 90 perceilt of
the total manufacturing employment in Connecticut and almost 50
percent of the total umber of employees covered by the unemploy-
Imncit comupensatioji law of Commecticut.
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Your committee is being urged by some to report out a bill which
would reinstate all or some of the provisions of H.R. 8282 as found in
S. 1991, which the House committee and the House in its wisdom have
rejected. Because I feel that this attack on H.R. 15119 advocates the
most dangerous course which could be pursued, I will, with the com-
mittee's indulgence, address most of my remarks to those features of
S. 1991 which you are thus being urged to reinstate.

The Connecticut unemployment compensation law is not a static
law; it is quite impossible for any law designed to do the job that this
law is called upon to do ever to be static. This law is a growing,
changing system, which has been liammered out session after session
before our general assembly by people who have spent years in

(pialifying as experts in this area. To accomplish its purpose it must
remain flexible.

As I see it, the basic premise of S. 1991 is that the system in Con-
necticut has not satisfactorily achieved he object for which it was
designed and, therefore, it is necessary now, after 36 years, for the
Federal Government to step in and lay down certain minimum con-
ditions which the State of Connecticut must henceforth meet. Once
the principle that the Federal Government shall henceforth contin l-
ally tamper with the rules of the game is adopted, which is exactly
what is involved in this bill, then the basic authority of the States
over their own system is at an end, and the systems will have become
federalized.
Under these circumstances, the proponents of such a radical shift of

power in our Federal-State system of Government should have to
meet the heavy burden of showing the necessity for the shift. This
can only be met by showing that the present system is working badly.
There is no valid evidence to this effect. Indeed, the evidence is all
in the opposite direction.

Under these conditions, you are asked by S. 1991 to inaugurate a
system in which the bulk of the taxes will continue to be imposed
by the States but the liberality by which they are to be dispensed shall
be dictated by the Congress.

The very substantial wage base and tax increases proposed by
S. 1991, in addition to tripling our employers' Federal tax, would
require a complete overhaul of'our State tax tables if we were not
to more than double our State taxes also.

Tax increases of this magnitude, timed to become effective so shortly
after the recently enacted huge increase in the employers' share of
FICA taxes, are truly astonishing. As the Federal Government el-
bows its way further into the State programs, it will need a greater
share of the total tax to finance its adventures.

The time tested Connecticut unemployment compensation system
is purposely designed to maintain in Connecticut as high a rate of
employment and as low a rate of unemployment as possible.

That this system is working well is shown by the fact that at the
present time fhe percentage of covered unemployed in Connecticut is
1.2 percent of the covered work force-a percentage which is .just,
about the irreducible minimum.

In 1939, Connecticut adopted the model bill prepared by the U.S.
Department of Labor with a, maximum benefit entitlement of $195.
The maximum benefit entitlement in Connecticut today is $1,950--an
increase of exactly 1,000 percent.
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Even if the 1939 amount is raised to its equivalent in 1965 dollars,
this would amount only to $451. The 1965 benefit amount is still
more than four times this figure.

The proponents of S. 1991 talk about and propose weekly benefit,
amounts of 50 percent of average wage, 60 percent of average wage
and even 602/3 percent of average wage as a maximum. Let's look
at what that would mean in Connecticut.

At present our maximum for a single person is $50 per week. At
the present average wage of $120 per week, such a single person will
receive 51.6 percent of his take-home pay. With our $5 per week
per dependent child allowance this percent increases until a claimant
with five children receives 67.2 percent of his take-home pay.

If we use the 50 percent of average wages the maximum would be
$60 per week for the single person. He would then be receiving
61.9 percent of his take-home pay and the same progression pertains
so that the claimant with five children vould get 76.2 percent of his
take-home pay.

If we use the 662 percent of the average wage we have a maximum
of $80 per week. Since the employee with $120 earnings is limited
to 50 percent of his gross pay he still receives the $50 per week men-
tioned above. However, the single person getting as much as $160
p)er week, which is what lie must get to be eligible for the $80 maxi-
mum, will get 63.1 percent of his take-home pay with a progression
to those with dependent children until the man with five children
receives 73.1 percent of his take-home pay.
As pointed out in the complete statement I submitted, among other

things, results as above would seriously endanger our dependency
allowance provision.

In addition to putting Connecticut's system of dependency allow-
anices in grave jeopardy, S. 1991 would also imperil our State's merit
rating system. In Connecticut as well as elsewhere merit rating has
been under constant attack by leaders of organized labor and others
who feel that the system gives employers an incentive to contest un-
employment claims which would otherwise be accepted without
dispute. This is true, but I sincerely urge that this is a reason why
merit rating should be retained rather than otherwise. Unless there
is an adversary interest to be protected against unjustified unemploy-
ment benefit claims, the system runs the grave risk of degenerating
into a ,dole for the unscrupulous, instead of fulfilling its rightful
function of providing assistance to those temporarily unemployed
because no work is available.

The Connecticut unemployment compensation law would also be
seriously weakened by the provisions of S. 1991 which would require
a State to provide 26 weeks of benefits to any worker who had worked
for 20 weeks. The Comecticut law is based on the concept that the
extent of unemployment compensation should bear some reasonable
relationship to the firmness of a worker's atachiment to the labor
force. This concept is reflected in provisions in our law which have
the, effect of limitiii the duration of benefits to a. claimant with
limited earnings in tis base period so that one bears some logical
relationship to the other. Webelieve this principle is sound and that
it should not be jeopardized.
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Over the years we have hammered out many provisions to eliminate
abuses but protect the legitimate claimant. They have called for
amendments as unforeseen and inequitable results developed. We
have been quick to adopt such changes. With the limitation on dis-
qualifications proposed by S. 1991 our safeguards would be abolished
and the raid on our fund by those not within the basis intent of the
law would seriously endanger our whole program.

Some of the items covered in my statement are the development
of equitable treatment for those women who leave the labor market
to raise a family.

The proper treatment of severance pay and pensions.
The proper treatment of those receiving workmen's compensation

or arbitration awards granting back pay for weeks for which they
have received unemployment benefits.

The disqualification of students while they are attending full time at
schools or colleges.

The proper treatment of those who, while on layoffs, accept other
work which they leave to return to their original jobs and are then
laid off again within a period which would otherwise disqualify them
for having left the interim job voluntarily.

These are a few examples of the need for flexibility in the State
programs. I am sure other States have individaul or local problems
calling for the same type of local treatment. S. 1991 would definitely
destroy this flexibility.

Regarding H.R. 15119, we believe the proposed tax increases to be
unjustified. The sums allegedly to be used for administration can
only be justified by assuming that Federal intervention and control
will be greatly expinded.

The sums to be deposited in the "extended unemployment compensa-
tion account" are to be used for an "extended duration" we believe is
better left to the States.

In Connecticut we trigger an extra 50 percent of benefit-weeks when
unemployment reaches 6 percent for a period of 8 out of 10 weeks.
We can and will finance this program ourselves.

Under H.R. 15119 it would appear extended benefits will be "on"
when the unemployment rate reaches 3 percent in Connecticut. The
adoption of the 5-percent rate on a national basis is slightly more
realistic but those responsible for the individual State programs
should retain the right to establish their own extended benefits pro-
gram. Certainly an unemployment of 3 percent does not indicate the
kind of mass or lengthy unemployment calling for the payment of ad-
ditional benefits. Indeed the U.S. Bureau of Employment Security
classifies labor supply areas with 1.5 to 2.9 percent as low unemnploy-
ment and from 3 to 5 percent as moderate unemployment. We do not
believe it realistic to trigger in extended benefits w"hen a State barely
moves from low unemplo-ment to moderate unemployment.

Other points are made in the full statement I have submitted, to-
gether with supporting facts and arguments I trust your committee
will consider.

Thank you for the opportunity to express our thoughts.
(The prepared statement of Mr. 'Waterhouse follows:)
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SUMMARY AND STATEMENT OF FREDERICK H. WATERHOUSE, EXECU-
TIVE VICE PRESIDENT, MANUFACTURERS ASSOCIATION O1' CON-
NECT ICUT, INC.

SUMMARY OF POINTS MADE BY FREDRICK H. WATERHOUSE, EXECUTIVE VICE
PRESIDENT, THE MANUFACTURERS ASSOCIATION OF CONNECTICUT, INC.

1. H.R. 15119 is a great improvement on H.R. 8282, the original bill intro-
duced in the House. Your committee Is respectfully urged to refuse to adopt any
amendments to H.R, 15119 which would seek to reinstate any of the provisions
of S. 1991 as in H.R. 8282 which were stricken by the Ways and Means Com-
inittee from the final bill. This point is of prime importance to those who
desire to maintain the integrity and independence of all state unemployment
compensation systems. For this reason, this will be the chief subject of my
testimony today, with your kind indulgence.

2. Even though H.R. 15119 is a distinct improvement on H.R. 8282, it would
nevertheless more than double the federal unemployment taxes on employers
without sufficient necessity. For this reason, we must register our objection to
this part of the bill.

3. The Connecticut unemployment compensation law provides for the payment
of benefits to unemployed workers for an additional period up to 13 weeks
during periods of substantial unemployment. This legislation closely resembles
the temporary extended programs enacted by the Congress in 1958 and again in
1961. These additional payments are financed by taxes levied upon Connecticut
employers. We therefore believe that it is unnecessary for the federal govern-
nient to duplicate this program, particularly since the portion of H.R. 15119
which would do so is the reason for most of the increase in federal unemploy-
ment taxes contemplated by the bill.

4. We wish to express our enthusiastic support for that portion of II.R. 15119
which provides for Judicial review of a decision of the Secretary of Labor that
a state law or state administration of its law does not meet the requirements of
the federal law. The absence of such a provision from existing law har made
the decision of the Secretary of Labor on this question final, a most unhealthy
situation.

STATEMENT OF FREDRICK H. WATERHOUSE, EXECUTIVE VICE PRESIDENT, TIHE
MANUFACTURERS ASSOCIATION OF CONNECTICUT, INC., BEFORE THE SENATE
COMMITTEE ON FINANCE, ON H.R. 15119, THE EMPLOYMENT SECURITY AMEND-
MENTS OF 1966, JULY 25, 1966

My name is Fredrick II. Waterhouse. I live in West Hartford, Connecticut.
I am executive vice preiIent of The Manufacturers Association of Connecticut,
which has as its members approximately 2,100 manufacturing employers. These
companies employ more than 400,000 employees-90% of the total manufactur-
ing employment in Connecticut and almost 50% of the total number of employees
covered by the Unemployment Compensation law of Connecticut. I appear
before you to speak in behalf of that Association and its member companies,
all of which would be vitally affected by this legislation.

I think the House Ways and Means Committee and the House staff showed
statesmanship of a very high order when they refused to accept the many
questionable provisions of H.R. 8282 which would for the first time in the
history of our Unemployment Compensation Laws have the Congress dictate
federal "standards" to supplant the independent standards imposed by each
state.

Your committee is being urged by some to report out a bill which would rein-
state all or some of the provisions of H.R. 8282 as found in S. 1991 which the
Louse Committee and the House in its wisdom have rejected. Because I feel
that this attack on H.R. 15119 advocates the most dangerous course which
would be pursued, I will, with the Committee's Indulgence, address most of my
remarks to those features of S. 1991, which you are thus being urged to reinstate.

I am opposed to S. 1991 and all that it represents because it is wrong in
principle. The unemployment compensation system of the State of Connecticut
is the product of many years of constant study by the legislature of our state
of the state's problems in industry, employment and unemployment. These are
problems which differ, I am sure, from those experienced in other states and
which are naturally unfamiliar to your committee or to the Congress.



548 UNEMPLOYMENT INSURANCE AMENDMENTS OF 1966

For twenty years it has been 4my lot to appear before the labor committees
of our General Assembly at each session to discuss the scores of proposals to
amend our Unemployment Compensation law in one aspect or another. Over
the years since 1936 when the Connecticut Unemployment law was first enacted,
there have been literally hundreds of changes in that law. Indeed, at almost
every biennial session of our General Assembly since then, some changes have
been made in our basic law. Some of these changes our Association, as spokes-
man for the manufacturing employers of the state, has approved; others, we
have considered unwise and have so testified at the time of their enactment.
Some have required further modification, in the light of experience. The Con-
necticut Unemployment Compensation law is not a static law; it is quite impos-
sible for any law designed to do the job that this law is called upon to do to
ever be static. This law is a growing, changing system, which has been ham-
mered out session after session before our General Assembly by people who have
spent years in qualifying as experts in this area. After listening to the counsels,
often conflicting, of employer and employee Spokesmen, equally familiar with the
'constantly changing patterns in the economic growth of our state, -decisions
are made.

I have worked in this environment for many years. Because of this experience,
I know the complexities of many of the problems involved, problems which are
essentially labor problems. Although taxes are involved, the main purpose is
not the collection of money but, rather, the operation of a statewide system
which will best attain and retain a state of constant high employment, by
encouraging the employment and re-employment of workers, and by giving
financial aid to those temporarily unemployed from a fund supported entirely
by the employers of the state. Among other' things, this means that the taxes
imposed on employers must be based on some kind of incentive plan, such as
the merit rating system.

PRESENT STATE SYSTEM EFFICIENT

As I see it, the basic premise of S. 1991 is that the system in Connecticut haes
not satisfactorily achieved the object for which it was designed and therefore
it is necessary now, after 36 years, for the federal government to step in and
lay down certain minimum conditions which the State of Connecticut must hence.,
forth meet, under penalty of having its employers suffer a grievous tax disad-
vantage. Whether it so happens that Connecticut's law at the moment can meet
these initial federal requirements Is of no consequence; apparently, some states
must be unable to meet them, else what is the purpose of the law? And cer-
tainly, once the principle that the federal government shall henceforth con-
ti'nually tamper with the rules of the game, which is exactly what is involved
in this bill, then the basic authority of the states over their own systems is at
an end, and the systems will have become federalized.

Under these circumstances, the. proponents of such a radical shift of power
in our .federal-state system of government should have to meet the heavy
burden of showing the necessity for the shift. This can only be met by showing
that the present system is working badly. There is no valid evidence to this
effect. Minded, the evidence is all in the opposite direction. The truth ig that
the unemployment compensation system of Connecticut-and I am qure this
statement is true of other states as well-has been continuously improved over
the years. The result Is that in Connecticut today, the lot of the worker, both
employed and unemployed, is better than it has ever been. It has constantly
improved, under the informed review and revision of our unemployment system
by our General Assembly, until Connecticut today stands at the very forefront
of the states in the liberality of our benefits, both in amount and duration.

Under these conditions, you are asked by S. 1991 to inaugurate a system in
which the bulk of the taxes will continue to be imposed by the states but the
liberality by which they are to be dispensed shall be'dictated by the Congress.

• FE DERAL PRE-EMPTION

This is a ridiculous situation which can only lead to the federal government's
early pre-emption of this entire area of state government.

It presupposes that Congress can do for 50 individualistic states that for which
the citizens of the separate states find need for unceasing research, considera-
tion, compromise and experimentation. You can petrify the unemployment com-
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peisation system into a federal dole but you cannot retain its present function
by federal usurpation of its basic virtue.

I am not unaware of the trend in recent years for the federal government
to take over more and more of the areas of government traditionally-and may
I be forgiven for adding, constitutionally-within the jurisdiction of the states.
Let us not take the truly giant step in that direction which S. 1991 would mark.

Although we believe S. 1991 should be rejected in its entirety, without regard
to its details, because it is bad in principle, it becomes necessary for me to
discuss some of those details, insofar as they effect the Connecticut situation,
to demonstrate how ill-advised are the proposals of S. 1991.

EXORBITANT AND UNWARRANTED TAX INCREASE

In Connecticut, with limited exceptions, an employer of three or more is sub-
ject to a state tax of up to 2.7% of the first $3,000 of each employee's annual
wages. Employers with good employment records may qualify for a. lower tax'
rate, depending upon the extent of their "lay-offs" relative to those of other
employers in the state. These lower tax rates, sometimes called "experience
rates' are also determined by the amount of money accumulated in the employer-
tinanced unemployment compensfttion fund. Under present conditions, the rates
of qualifying employers range over 13 brackets from a low of 1.5% to a high
of 2.7%. The average rate now being paid by Connecticut employers is 2.1%
of $3,000, or 63 per employee. In addition, our employers pay a federal tax
(after the stffe tax credit) of .4 000, or $12 per employee. The average
combined federal-state t e for Conne -M employers is thus $75 per em-
ployee.

S. 1991 would I d ease the federal tax by .15%, an Iso increase the taxable
wage base to $ 00 for calendar years 1967 through 197 nd to $6,600 for later
years. Thi s otld Increase the fed r tax 'to $30.80 per mployee in the first
stage, and $36.30 by 1971. :ore v_ 1 would limit he credit for state
taxes in m tes sueh as C ec Icut Ihich do n meet certain rbitrary require-
mehts, t the state's r-yea aver benefitcost rate. In onnecticut, this
is 2.1%. This wou reduce t credi agal the federal taxes or'Connecticut
taxes f om 2.7% t 2.1%; the eta further crease in te federal tax
on Co necticut em . of $5,* (ten$6 t aoun ug to $33.60
(thqn 39.65) per employee.

Th combined effect of t pro sons oul be to increase th federal tax
on C nnectcut employers $ r oe to $6,40 at first, nd then to
$75. For t Con I ut layers uld get othing, so is obvious
that he Sae f i Co ti at o her would be mpelled to
amne is law t meet t inew e( et r emnents, in order to a old visiting
upon s iemotude. This is, of co rse, exactly
the r It which . 1 9111 egned t rodu

If nntsecticut oe mply ith r sndar der the ta proposals of
S. 199 the empl e in our sst 11 have to y an inc asked federal
tax of ) to 0.55% of $5,600, or 0 per ployee i 4967 and, tax of up to
0.55% o $6,600, or $36.30 mpl ee In 971 an hereafte Besides this,
Connecti t employers 'be d to y gater state xes because of
the increa. of the tax e wage base to $5, nd then to ,600 to meet the.
new federal standard e comb ned Increas s to raise the total
potential na uni tax on Connecticut employers under deral and state laws
from the prese $93 per employee (3.1% X$3,000) 12prepoefro~lX$W,00) ~ $182 per employee
(3.250/0X$5,600) 1i 967 and to $214.50 per emplo (3.25%X$6,600) In 1971
and thereafter.

At the present tinue, the ate for Connecticut employers is
2.1% because of the effect of the operation of our merit rating system. Thus,
the average Connecticut employer would be taxed at the combined rate of 2.65%
(2.1% state tax and .55% federal tax) of the vastly expanded taxable wage
bases. For the average' employer the tax will increase from the present $75
(2.5% X$3,000) per employee to $148.40 (2.65%X$5,600) on January 1, 1967,
and to $174.90 (2.65%x$6,600) per employee on January 1, 1971, assuming the
current tax schedule remains in effect. i,

In an effort to approach the tax impact of S. 1991 on Connecticut employers
In still another way, we asked the Connecticut Labor Department for estimates of
the taxable payrolls for 1965 based, respectively, on the first $3,000, $5,600 and
$6,000 of an employee's earnings. Here are their estimates.
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Taxable wage base: Taxable payroll
$3,000 -------------------------------------------------- $2, 552, 243, 006
$5,600--.............- - .---------- 3, 880, 614. 000
$6,600 ------------------------------------------ 4, 144, 297, 000

These estimates would Indlicate an estimated increase in Connecticut state
taxes of 60% If the taxable wage base was increased to $5,600, and of 70.9% if
increased to $6,600.

Tax increases of thi; magnitude, timed to become effective so shortly after
the recently enacted huge increases in the employers' share of FICA taxes, at,
so astonishing as to make one wonder whether the proposal is seriously intended.
It is certainly seriously intended as far as the tripling of the federal tax is
concerned. As the federal government elbows its way further into the state
l)rograms, it will need a greater share of the total tax intake to finance its
adventures.

As far as the state taxes are concerned, the suggestion is made that if a state
does not need all of this extra tax money forced upon it right now to finance
present benefits, It can cut down the taxes on some employers by scrapping its
present merit rating schedules and adopting new ones--or it can increase bene-
fits. This, then, is another of the many drastic changes in the Connecticut
law which S. 1991 would force upon our General Assembly, and in this respect,
at least, the required changes are perfectly pointless.

CONNECTICUT BENEFITS LIBERAL

The time-tested Connecticut unemployment compensation system is purposely
designed to maintain in Connecticut as high a rate of employment and as low
a rate of unemployment as possible.

That th.s system is working well is shown by the fact that at the pre.lent
time the percentage of covered unemployed in Connecticut is 1.2% of the covered
work force, a percentage which is Just about the irreducible minimum. The
system accomplishes this by offering certain inducements to employers to main-
tain constant employment levels and by giving workers temporarily unemployed,
cash benefits related to their working salary in such a way as to tide them over
during a period of unemployment. In Connecticut the present level of benefits
is 50% of a worker's base earnings, limited to $50 per week, plus an additional
allowance of $5 per week for each dependent, limited to 50% of the basic bene-
fit amount. This adds up to a maximum potential benefit of $75 a week for
those with five or more dependents. In order to be eligible for benefits, a
worker must have earned at least $750 in his base period. The maximuni
duration of benefits is twenty-six weeks (aside from an additional 13 weeks
provided for in times of substantial unemployment which will be discussed
separately later) but it is based on earnings and may be less than twenty-six
weeks.

These benefits are among the most liberal in the country. Moreover, in
Connecticut these benefits have constantly improved over the years, not only
in dollar amounts, but in the amount of goods and services they will buy. In
1939, under the Model Bill prepared by the U.S. Department of Labor, a $15
maximum benefit amount and a duration of sixteen weeks was provided. Con-
necticut was among the states which adopted this proposal, which Involved a
maximum benefit entitlement of $195. The maximum benefit entitlement in
Connecticut today Is $1,950-an increase of exactly 1,000%.

Even if the 1939 amount is raised to its equivalent in 1965 dollars, this would
amount only to $451. The 1965 benefit amount Is still more than four times
this figure.

Nevertheless, this record is evidently not good enough to suit the sponsors of
S. 1991. Whereas Connecticut's maximum benefit rate is $50 per week (not
counting the dependency allowance), S. 1991 would require that the maximum
benefit amount must not be less than 50% of the average wage of covered work-
ers beginning July 1, 1967, 60% beginning July 1, 1969, and 66%% beginning
July 1, 1971.

The stated object of this proposal is that it is necessary to assure that the
"payments to the great majority of the beneficiaries may equal at least half
of their regular earnings." With this in mind, we point out that the average
weekly benefit payment, January through June of 1966 in Connecticut, was
$43.20. With our maximum substantially higher than that amount, it must
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be that "the great majority" of beneficiaries received at least 50% of gross
pay and over 50% of take home home pay.

Furthermore, we should not entirely ignore the essential reason for the
existence of a maximum benefit limit. Of course, it might appear ideal to let
all unemployed receive half their regular earnings, not only the "great majority"
of them. Why not remove the maximum limit entirely? The answer is, of
course, that the cost of such a program would be prohibitive. It is essential
that the costs be kept within reasonable limits. This is the reason why Con-
necticut has a maximum benefit limit of $50 a week in its law, in addition to
a maximum dependency allowance of 50% of that amount; making a total of
$75 per week.

At our request, the Connecticut Labor Department has estimated the amount
of additional benefits which would have been payable in Connecticut in the
1965-66 fiscal year if the proposed maximum benefit rate formula contained In
S. 1991 had been substituted for the Connecticut maximum benefit rate-then
$50 a week. According to the Department's estimates, which were based on the
average weekly wage of covered workers in 1965 of $116, the actual benefits
of $29,500,000 paid in 1965 would have been raised to $31,400,000 in that year
if the maximum rate was 50% of the average wage of covered employees; to
$33,620,000 if the rate was 60%; and to $34,700,000 If the rate was 66%.

CONFLICTS WITH CONNECTICUT LAW

(a) Dependency allowance8
Now, If Congress forces Connecticut to Increase these benefits, which must of

course be paid for by taxing the employers of our state, and are over and above
the benefits which our General Assembly has considered advisable, in the interest
of a sound unemployment system, then It is only natural to expect that the
Connecticut General Assembly will take a hard look at other benefits which they
have granted but which are not required by Congress and which most of the
other states do not grant. I refer, of course, to the Connecticut allowance of
$5 per week for each dependent of an unemployed worker, up to a nmaximunmm
family allowance of $25 per week.

The proponents of S. 1991 obviously take a very dim view of dependency al-
lowances, since they are specifically excluded in the formula by which the weekly
benefit amount of an unemployed worker would be determined. If S. 1991 were
to be enacted, therefore, the doom of dependency allowances is a foregone con-
clusion because the bill gives the states no credit for such allowances. Theoreti-
cally, a state would have the right to retain them; practically, cost considerations
would make their retention by any of the score or so of states which have then
extremely unlikely.

Now, the question of whether an unemployment compensation system should
take into consideration the number of dependents of an unemployed worker Is
a debatable one. Not all states do. But, Connecticut is one of the states which
has long considered them appropriate to its particular system. S. 1991 would
force Connecticut to abandon dependency allowances, just as surely as it would
force our state to raise its total wage base to $5,600 and then to $6,600.

(b) Imperils merit rating
In addition to putting Connecticut's system of dependency allowances in grave

jeopardy, S. 1991 would also imperil our state's merit rating system. In Con-
necticut as well as elsewhere merit rating has been under constant attack by
leaders of organized labor and others who feel that the system gives employers
an incentive to contest unemployment claims which would otherwise be accepted
without dispute. This is true, but I sincerely urge that this is a reason why
merit rating should be retained rather than otherwise. Unless there is an ad-
versary interest to be protected against unjustified unemployment benefit claims,
the system runs the grave risk of degenerating into a dole for the unscrupulous,
instead of fulfilling its rightful function of providing assistance to those tem-
porarily unemployed because no work is available.

S. 1991 would have the effect of making this system more vulnerable to these
attacks by eliminating the present requirement in federal law that the full
2.7% tax credit may be taken for state tax rates lower than this level only
where such reduced rates are based upon the particular employer's unemploy-
ment experience. S. 1991 would remove this condition, which is the bulwark of
experience rating systems, and instead permit a state to give a "reduced rate"

65-992-66-86
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on any basis it might select. This places in the hands of tihe foes of experience
rating a powerful tool to aid them in their continued attacks on such systems as
we have in Connecticut. Frankly, I think this is the intention of the framers
of S. 1991, who have shown no great enthusiasm for the continuance of these
state systems. I think that this attitude is a great mistake. I think that the
merit rating system in the Connecticut law has proven itself, time and again,
to be an effective incentive to employers to maintain steady employment levels,
in addition to the incentive to police the law by contesting unjustified claims,
and any steps which tend to weaken this system, such as those contemplated
by S. 1991, should be carefully avoided.

(c) Variable duration preferable
The Connecticut unemployment compensation law would also be seriously

weakened by the provisions of S. 1991 which would require a state to provide
26 weeks of benefits to any worker who had worked for 20 weeks. The Con-
necticut law is based on the concept that the extent of unemployment compen-
.at ion should bear some reasonable relationship to the firmness of a worker's at-
tachment to the labor force. This concept is reflected inI provisions in our law
which have the effect of limiting the duration of benefits to a claimant with
limited earnings in his base period so that one bears some logical relationship
to the other.

For example, take the case of a man who earns the present Connecticut aver-
age wage of $120 a week for only 20 weeks and then is laid off. Under a table
in the Connecticut law which relates maximum benefits to the amount of prior
earnings, claimants with earnings of between $2,400 and $2,460 are entitled to
receive maximum benefits of $820 during their benefit year. Our hypothetical
worker would fall in this group. In Connecticut, he would therefore be entitled
to receive the maximum benefit amount of $50 a week, for a maximum of 16-and-
a-fraction weeks before he exhausted his maximum yearly benefit amount of
$820.

So 1991 would force Connecticut to scrap this concept and to pay this man a
20-week work experience unemployment benefits at the rate of $60 a week for
26 weeks, the same amount and for the same length of time as a similar em-
ployee with a 20-year work experience would receive. Entirely aside from the
fact that this would result in almost doubling the cost of benefits payable to
workers like this with very brief work experience, the federal bill would force
Connecticut and every other state with a gradual and sensible integration of
benefits with earnings experience to abandon these time-tested systems in favor
of the arbitrary 20-week work teet contained in S. 1991.

In still another respect, S. 1991 would force Connecticut to discard one of the
time-tested foundations of our unemployment compensation law. I refer to
the provision in our law which requires a minimum amount of earnings in the
base period ($750 spread over at least two quarters) in order to qualify for
benefits. This would also be supplanted by the 20-week work test of S. 1991.
For instance, a worker who makes $35 a week for 20 weeks would not qualify
for any benefits under present Connecticut law, but would have to be paid $17.50
a week for 26 weeks, or $455, under S. 1991. On the other hand, a worker who
works less than 20 weeks but earns as much as $750 spread over at least two
calendar quarters is entitled to some benefits under present Connecticut law.
This worker would be deprived of benefits under the rule of S. 1991, unless
Connecticut were to retain the $750 earnings test exclusively fox 01huse who fail
to meet the 20-week test, a most unlikely contingency. To give you an idea of
the size of this problem, it has been estimated that in 1964, the latest figures
available, approximately 15,000 Connecticut claimants received benefits on the
basis of a work record of less than 20 weeks.

(d) Pregnancy
Another of the provisions of S. 1991 is entirely incompatible with the labor

laws of the State of Connecticut. Our law forbids an owner, proprietor, man-
ager or foreman, or other person in authority, of any factory, mercantile es-
tablishment, mill or workshop, to, knowingly employ a woman or permit a
woman to be employed therein within four weeks previous to confinement or
within four weeks after she has given birth to a child, under penalty of im-
prisonment for 30 days or a fine of $25. The right of Connecticut to enact this
kind of law in the interest of the public health, welfare and safety of its
citizens is unchallengeable. Accordingly, our unemployment compensation law
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provides in any event no woman shall be entitled to receive benefits within two
months before childbirth and two months after childbirth. This provision would
violate the proposed federal standards.

S. 1991 requires as a condition of receiving any tax credit after July 1, 1967,
that the state of the employer must limit the period of disqualification to six
weeks postponement for all causes except fraud, labor dispute or conviction of
a crime arising in connection with work. As noted above, pregnancy is not one
of these excepted causes. Over the years, we have been quite concerned with
persons no longer actually attached to the labor markets. The housewife em-
barking on the laudable project of raising a family is one of these. Years ago
the administrator of our unemployment compensation program concluded after
careful study that young mothers who obviously were no longer interested in
outside work were nevertheless drawing substantial sums in unemployment
benefits. Even rigid administration was inadequate to end this abuse. Con-
sequently, an amendment was prepared that would require such a lady to re-
enter the labor market and earn a token amount ($100) to reinstate her poten-
tial benefits. This sum seems to call for hardly more than a gesture but it has
rather effectively corrected the abuse. To further illustrate the need for flex-
Ibility In the state programs-it was discovered in practice that there were
ties when no employment was available for such a woman who seriously did
want to go back to work. We then again amended our law to provide that If
she applied without restrictions for re-employment in the same job or a com-
parable job to her last employer and no such employment was available the dis-
qualification should not attach. Obviously our efforts to eliminate a proven
abuse would not longer be permitted under the federal standards.
(e) Severanco pay and pensions

Another provision in Connecticut law disqualifies a person from receiving
benefits "during any week with respect to which the individual has received or
Is about to receive remuneration in the form of (a) wages in lieu of notice or
dismissal payments or any payment by way of compensation for loss of wages,
or any other state or federal unemployment benefits, or (b) compensation for
temporary disability under any workmen's compensation law, or (c) retirement
pay or a pension paid directly by the employer or paid indirectly by the em-
ployer in the manner set forth in subdivision (5) of subsection (b) of section
31-222, provided, if the weekly amount of such retirement pay or pension is
less than the individual's total unemployment benefit rate as indicated in the
table set forth in section 31-231, such person shall be eligible for benefits at
a reduced rate and his total unemployment benefit rate shall be reduced by the
number of whole dollars in the weekly amount of such retirement pay or pen-
sion." This disqualification has been carefully considered in the light of chang-
ing conditions and is a subject of continued review not only by us but by the
administrator. In fact, it has, like most others, been revised from time to time
as experience seemed to dictate but the basic feature of denying benefits to one
receiving other remuneration from the employer in any form has been retained.

There are many forms of severance pay, dismissal payments, pensions and
disability payments. The proposed federal limitations of S. 1991 on disqualifica-
tions would reverse the House action and require our abandonment of these
provisions. Severance or dismissal pay is given to do exactly what unemploy-
inent benefits are supposed to provide. Generally they are more generous. It
can hardly be expected that they would be continued if unemployment benefits
were also required.

(f) Back paij awards
Connecticut also provides that anyone drawing benefits who later receives

retroactive pay under an arbitration or other award for the same week must
repay the administrator the amount of the benefits, and if the U.C. benefits
have been deducted from the award the employer must pay the amount so
deducted to the administrator. If the employe does not make such repayment
the amount may be offset against future benefits. This would appear to be
contrary to the proposed federal requirements.

(g) Workme,'s compensation awards
The same repayment requirement or future offset applies to simultaneous

1.C. and temporary disability workmen's 0nmpensation payments. Again in
conflict with federal proposals.
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(i) /tudent8
One more disqualification in Connecticut law would be prohibited. Many

yotng people leave work to attend school. Under our law, they are disqualified
during such attendance. This disqualification runs counter to the proposed six
week omnibus provision. The elimination of this disqualification would require
greater consideration by employers before hiring prospective students.

It is quite possible the authors of this bill had no idea that its blanket provi.
sions would cover these and other situations developed in the various states to
meet local problems. This is one of the chief faults of omnibus legislation of
this nature. It wrests from the states their legitima te jurisdiction over an tn-
determinable number of subjects which may not even have been thought of by
the authors of this truly revolutionary legislation. Or if they did consider all
such features and are attempting to eliminate them, It Is even more objection.
able. It is nothing less than a shotgun attack on a complicated system. Wit-
nesses like me can point out to you how shot from the blast will knock down
this, that or the other feature of the system InI our particular states, lut noile
of us can be sure that we have accounted for all of the pellets : shrewdly sus-
pect that some of them will hit other parts of the system in ly own state iII
ways I cannot now foresee.

CONNECTICUT EXTENDED BENEFITS

Another important feature of the Connecticut unemployment compensation
law Is that, in addition to a normal duration period of twenty-six weeks, the law
provides that in times of substantial unemployment, up to an additional thirteen
weeks of benefits will be paid. InI other words, Connecticut law recognizes that
inI normal times the employers of the state should bear the burden of paying
benefits to unemployed workers for a period of up to one-half of a year, and
that In periods of substantial unemployment this period should be extended for
another thirteen weeks. This legislation closely resembles the temporary ex-
tended benefit programs enacted by the Congress in 1958 and again in 1961.

S. 1991 would entirely supplant this emergency program by a permanent plan
calling for the payment of federal benefits for an additional twenty-six weeks
following the exhaustion of benefits under the state law. These additional weeks
of benefits would be paid regardless of economic conditions, In good times as
well as in bad. In effect, the bill stands for the proposition that the employers
of the country should be financially responsible for supporting unemployed per-
sons for periods up to a year.

I believe that this proposal radically changes the basic concept of unemploy-
ment compensation insurance-the concept that the employers of a state should
be taxed for the purpose of paying benefits to unemployed workers sufficient to
tide them over periods of temporary unemployment while they are "between
Jobs." Stretching this period to a year, particularly InI times of high employ-
ment like the present, means that the program wili he converted from Its
original purpose to the entirely different purposes of taking care of long term
or permanently unemployed. These present a very serious social problem which
must be attacked. However, it should be attacked forthrightly for what it is,
and not at the expense of untemploynment compensation systems which are de-
signed to bolster and sustain our working force.

In concluding my remarks on S. 1991, may I again emlpitasize ny conviction
that that bill is wrong in principle because It would bring under federal control
a suljeet which has always been and should remain the concern and respon-
sibility of the states. I sincerely urge this Committee to reject this principle.

H.H. 15 119-TAX INCREASES

Turning now to the provisions of 11.R. 15119, we suggest that the case for inI-
creasing federal tax rates at the ranges contemplated by the bill is far from
proven. The combined effect of increasing the net federal rate from 0.4% to
0.6% and the taxable wage base on which tis tIs levied front $3,000 to $4,200 is
that the maximum net federal tax per employee will be increased from the pres-
ent $12.00 to $25.20, an increase of taxes equal to $18.20 per employee. Of this
increase, one-half, or $6.60, would be deposited in a newly established "extended
unemployment compensation account" to provide funds for financing the federal
share of the extended benefit program. The remaining portion of the tax in-
crease, together witlh the $12.00 per employee now being collected from employ-



UNEMPLOYMENT INSURANCE AMENDMENTS OF 1960 555

ers by the federal government, would go toward financing the administrative
costs of the employment security program, an arrangement which apparently
presupposes that such costs will rise more than 50% above present levels by
1972.

EXTENDED DURATION

Since 1958, Connecticut's compensation system has provided up to an addi-
tional thirteen weeks of unemployment compensation during times when the
rate of insured unemployment Is 69 or more to claimants who have exhausted
their regular benefits. This would be supplanted, entirely without justification
in our opinion, by those provisions of H.t. 15119 which would set up a federal
dual standard of extended benefits, one of which would be triggered in nation.
ally when the national rate of Insured unemployment reached 5% and the other,
on a state-by-state basis, when the rate of insured unemployment In a partieu-
lar state Increased by 20% of the average unemployment rate for that state
(hiring the last two-year period, if such rate equalled or exceeded 3%. While
we think that this whole matter of the type of extended program for periods (i'
unusually high and protracted unemployment should be left for each state to
(ecide, we particularly think that the state-by-state approach to this problem
as contained in H.R. 15119 Is particularly unwise.

For example, the present rate of insured unemployment In Connecticut Is
1.2%. Our two-year average would be In the neighborhood of 1.7%. This would
mean that the extended unemployment program would be triggered in for
Connecticut (and the many other states in her general position) if the rate in
our state reached 8%. On the other hand, another state which may have a
long time average unemployment rate of 6% would not qualify for the extended
benefit program, even though this rate is double that of Connecticut's. This
would seem to produce an uneven result, exactly the opposite from the objective
of this section of the bill, if we understand it correctly. Moreover, we strongly
feel that an unemployment rate of 8% does not indicate that kind of depression
period calling for the payment of additional benefits after the regular benefits
have been exhausted. In fact, the bill Itself recognizes that this Is an unrealistic
figure when It adopts a 5% unemployment rate as the trigger point for the op.
ern tion of the extended system on a national basis.

JUDICIAL RIEviW

Ini conclusion, I am happy to express our wholehearted support for that portion
of the bill which would for the first time give a state the right to appeal to a
U.S. Court of Appeals an adverse decision by the Secretary of Labor that a
slate law or state administration of its law does not meet the requirements of
the federal law. This lack of the power to seek Judicial review of the decision
of an administrative agency has placed in the hands of the Labor Department
a whip which can and has been used to force a state which Is in disagreement,
no matter how bovna fide, with the Department to bow to the Department's views,
no matter how mistaken those views may be. This is a unique situation of un-
controlled administrative freedom of action which should be corrected, and
we sincerely hope your committee shares the views of the House on tile subject.

Thank you very much.

'Th1e C1IrTKAN. Thank you very miuch.
Senator Morton.
Senator MAt'iowrN. No (llestions.
The C11mfm\N. Let me say you have made somie points here that

deserve some careful thought, a'n(d I hope that whatever we work out
would take eare of the problems vou point to.

A.s I lnlderst:n1d it, you feel it is possible for it person, with a sub-
stantial family by nleans of his-

Mr. W .\r rn1*tsE. Dependencv allowance.
The CIMIAIMAN. By means of the dependency allowance for his

children to actually have more money not working than he is obtain-
ing working if yon'combine them?

Mr. WAT.110us,. No, no, Mr. Chairman. He will get a certain
percentage of his take-home pay which is not more than he would-
it is not 100 percent of his take-home pay.
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The CHAIRMAN. It, approaches it, that is the point.
Mr. WATHRITOUSE. Well, as it gets up to 70-odd percent of his take-

home pay, that is correct.
The CHAIRMAN. That is not taxable either, is it?
Mr. WATF.RIioUsE. That is right; it is not.
The CHAIRMAN. Thank you very much. I will study this statement

further.
Mr. W,%rtHOUSE. Thank you. In my full statement there are some

clarifications or added facts in connection with the points I have made,
which I would hope that the committee will consider.

The CHAIRMAN. I do not think there is anybody here who would
want to require you to do something with your program that jnst does
not make sense, and we will certainly study that.

Thank you very much.
Mr. WATERitOUSE. Thank you.
The CHAmIRAN. Mr. Oscar Alvord of the Indiana State Chamber

of Commerce.
Senator Hartke wanted to be here to hear you, and lie will be down

here if he can make it in the meantime, Mr. Alvord.

STATEMENT OF OSCAR ALVORD, DIRECTOR, SOCIAL LEGISLATION
DEPARTMENT, INDIANA STATE CHAMBER OF COMMERCE

Mr. ALVoRD. Mr. Chairman and members of the committee, my name
is Oscar Alvord and I am director of the social legislation department
of the Indiana State Chamber of Commerce. The membership of the
Indiana State chamber is composed of more than 5,500 member busi-
ness firms and professional people, located in all parts of Indiana.

In the interest of time, I shall make my oral presentation brief,
with the request that the full written statement which I have furnished
the committee be incorporated in the record.

The Indiana State Chamber of Commerce believes that certain fea-
tures of H.R. 15119 could be improved upon, or even deleted. Never-
theless, 11.11. 15119 is a substantial improvement over the original pro-
posal (H.R. 8282 S 1991).

The Indiana State Chamber of Commerce is not persuaded that
there has been a clearly demonstrated need, in Indiana, for a benefit
duration in excess of the 26 weeks now permitted by Indiana law.
However, the extended benefit program under H.R. 15119 is certainly
superior to that contained in H.R. 8282 and S. 1991. Whereas in the
original proposal the extension was for 26 additional weeks regardless
of economic conditions, in H.R. 15119 the extension is limited to an
additional 13 weeks and is geared to recession periods. Even under the
present proposal, we would have preferred that the States be left free
to determine the "trigger point" for State recessionary benefits with
Congress confining itself to a national "trigger" for a national reces-
sionary benefit program.

Title III of H.R. 15119 addresses itself to the financing of the un-
employment compensation program. Although less onerous than H.R.
8282 and S. 1991, H.R. 15119 still relies on increasing the taxable wage
base rather than tax rate increases for additional revenue. The need
for increases in State taxable wage bases has not been demonstrated.
Indiana's benefit fund (as of June 80, 1966) was $203.1 million, which
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is more than 240 percent of the amomit expended from the fund in the
highest cost 12-month period of its existence.

My written statement includes two tables which sho9w that Indiana
employers will be subjected to a substantial unemployment compensa-
tion tax increase under I he revised bill, and( under S. 1991 the increase
would[ Ie enormous.

It is noteworthy that the heaviest percentage of tax cost increase is
borne by those employers who, l)y l)roviding steady employment, have
eariied more favorable rates.

The House Ways and Means Committee, after exhaustive study,
chose-we believe wisely-to delete from the measure before them the
Federal benefit standards relating to State unemployment compensa-
tion eligibility, benefit duration and the amount of weekly benefits
which are contained in section 209 of S. 1991.

The Indiana Employment Security Act declares that economic inse-
curity due to unemployment is a serious menace to the health, morale,
and welfare of the people of the State. It further declares that pro-
tection against this hazard of our economic life can be provided in
some measure through the payment of benefits to persons unemployed
through no fault of their own.

It thus was not contemplated that unemployment benefits replace
an individual's entire wage loss, or that persons unemployed through
their own volition should be compensated under this program.

In the more than a quarter century since original enactment, the
Indiana Legislature has made sweeping amendments to the Employ-
inent Security Act.

Proposed amendments to the Employment Security Act have al-
ways been aired in extensive public hearings, with representatives of
labor, employer groups and the unemployment compensation agency
being heard at length. The whole area of unemployment compensa-
tion was carefully studied for 2 years by a study committee created in
1961 by the Indiana Legislative Advisory Commission, and for an-
other 2 years by a similar committee created in 1963. During the 1965
session of the Indiana Legislature, numerous discussions on unem-
ployment compensation were held among legislative leaders, the Gov-
ernor's office and interested groups. The unemployment compensation
bill was recalled to committee three times. The final version was
unanimously approved by both houses of the General Assembly and
signed by the Governor. No legislation has ever had more thorough
consideration.
The 150 members of the Indiana General Assembly, who enacted

the current version of the Employment Security Act, and the Gover-
nor of Indiana who signed the measure into law, were elected by the
people of the State and had had ample opportunity to feel the pulse
of their constituents. The inescapable conclusion must be that the
legislature has provided for a system of unemployment insurance in
Indiana reflecting the needs and desires of the people of the State as
covduunicateA to the legislators by these people, and to arrive at an-
other conclusion is simply to charge that the State is unable to govern
itself at the local level wluich is clearly not the case.

Deleted, also, from the original proposal was a provision which would
have encouraged the States to eliminate experience rating from their
unemployment compensation tax structures and substitute a uniform
tax rate. This provision is contained in section 208 of S. 1991.
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Experience rating provides an incentive to employers to furnish
State umnlployment compensation agencies information needed to op-
erate their programs effectively. A State agency can administer its
programm properly only if it has available to it complete information

regarding separations from work, offers of work another data which
(can be provided only by covered employers. A system in which all
employers paid a uniform unemployment compensation tax rate would
tend not, to enlist and sustain employer interest. Benefits paid,
whether properly or improperly, woul d not affect an individual's bus-
ine&s' unemployment compensation tax rate, and without an added
financial incentive to motivate him, any efforts a businessman might
expend to stabilize his employment and help assure proper benefit pay-
ments would be less diligent than might otherwise be the case. If
employers generally were no longer concerned with the validity of
benefit claims, benefit costs would'be bound to rise. Without full em-
ployer cooperation, unemployment compensation agencies simply
wouldn't, have adequate means of policing the program.

It is true that S. 1991 does not mandate that States discontinue ex-
perience rating. But great pressures would be brought to bear to
cause States to set, rates on a flat, uniform basis if the law is changed
to permit it. It is possible that even some employers might favor a
Oat rate-at first. £5ut because experience rating has proved its de-
sirability-in providingautomatic balanced financing and in main-
taining a h igh degree of employer interesting the program, which is
so vital to tlie program's success, nothing should be done at the Fed-
eral level which would encourage States to discontinue individual
em ployei experience rating.

The Indiana State Chamber of Commerce believes that to restore
the provisions on Federal benefit standards and other provisions wh ich
were deleted by the House would beto cause the several States, part-
ners in the Federal-State program, to become little more than disburs-
ing agents. We believe, further, that there are provisions in H.R.
15119 that could be improved up on. Recognizing, however, that rare-
ly can any piece of legislation be wholly satisfactory to all who may
be involved, we are reconciled to* the supposition that there must be
some give and take in the measure under consideration.

We urge, therefore, the passage of I.R. 15119 without change.
rhank you very much, gentlemen.
(The prepared statement of Mr. Alvord follows:)

STATIF:MENT OF OSCAR ALVORD ON BEHALF OF INDIANA STATE CHAMBER OF
COMM ERCE

My name is Oscar Alvord, and I am Director of the Social Legislation Depart-
ment of the Indiana State Chamber of Commerce. The membership of the
Indiana State Chamber is composed of more than 5,500 member business firms
and professional people, located in all parts of Indiana.

The Indiana State Chamber of Commerce believes that certain features of
II.R. 15119 could be improved upon, or even deleted. Nevertheless, H.R. 15119
is a substantial improvement over the original proposal (H.R. 8282, S. 1991).
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COVERAGE

Because of the administrative problems involved, the Indiana State Chamber
suggests that the broadening of coverage under state unemployment compensa-
tion programs might better be left to the individual states. Already, 21 of the
52 Jurisdictions cover workers in firms with one or more employees, and 4 states
cover employees in firms with 3 or more. There is no reason to believe the trend
will not continue as additional states reach the point where they feel administra-
tively equipped to handle the increased burden. There is also a grave question
as to whether the Congress should use the threat of loss of Federal offset credit
to force states to extend coverage to employees of state institutions. Although
Congress lacks power to tax units of state governments, Section 104(b) of H.R.
15119 brings employees of certain state institutions into the U.C. program
through that doubtful method.

ADDITIONAL REQUIREMENTS

While the provisions required to be included in state laws by Section 121(a) of
HI.R. 15119 have relatively little effect on the Indiana Employment Security Act,
the Indiana State Chamber believes, as it always has, that additional Federal
standards are unnecessary and unwise. The Indiana State Chamber firmly be-
lieves that the proper governmental level to administer a program is that one
nearest the people which can afford effective and efficient administration. We
believe that the states have adequately demonstrated their ability to administer
their unemployment compensation programs and to adjust their laws to changing
conditions, and categorically oppose any effort to bring about the setting of any
additional Federal Benefit Standards.

EXTENDED BENEFITS

The Indiana State Chamber of Commerce is not persuaded that there has
been a clearly demonstrated need, in Indiana, for a benefit duration in excess of
the 26 weeks now permitted by Indiana law. However, the extended benefit
program .under H.R. 15119 is certainly superior to that contained in H.R. 8282
and S. 1991. Whereas in the original proposal the extension was for 26 addi-
tional weeks regardless of economic conditions, in H.R. 15119 the extension Is
limited to an additional 18 weeks and Is geared to recession periods. Even under
the present proposal, we would have preferred that the states be left free to
determine the "trigger-point" for state recessionary benefits, with Congress con-
fining itself to a national "trigger" for a national recessionary benefit program.

FINANCING

Title III of H.R. 15119 addresses itself to the financing of the unemployment
compensation program. Although less onerous than H.R. 8282 and S. 1991, H.R.
15119 still relies on increasing the taxable wage base rather than tax rate in-
creases for additional revenue. The need for increases in state taxable wage
bases has not been demonstrated. Indiana's Benefit Fund (as of June 30, 1966)
was $203.1 million, some 240% of the amount expended from the Fund in the
highest cost 12-month period of its existence.

The following two tables show that Indiana employers will be subjected to a
substantial U.C. tax increase under the revised bill, and under S. 1991 the in-
crease would be enormous:
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Effects of S. 1991 on ma mum tax payable by employers, per employee (using
selected erperienee rates for State unemploym ent compensation tax)

If Indilana State unemploynient compensa- 0.1 0.5 1 2 2.7
tion tax rate is ---------------------- percent percent percent v~rcent percent

1966

Maxlnmum taxable wage-Present, $3,000:
State tax -------------------------- $ 3. 00 $15.00 $30.00 $60.00 $81.00
0.4-percent Federal tax -.------- 12. 00 12.00 12.00 12.00 12.00

Maximum tax per employee ----------- 16.00 27.00 42.00 72.00 03.00

1907

Maximum taxable wage-1967-70, $5,600:
State tax-- -------------------------- 5.80 28.00 56.00 112.00 151.20
0.45-percent Federal tax --------------- 30.80 30.80 30.80 30.80 30.80

Maximum tax per employee --------- -36.40 - 8. 80 88.80 142.80 182.00

1971

Maximum taxable wage- 1971 on, $6,600:
State tax .......... 0................... 0.60 33. O0 66.00 132.00 178.20
0.55-percent Fedetal tax -_------------ 36.30 36.30 36.30 36.30 36.30

Maximum tax per employee ......... 42.90 69. 30 102.30 168. 30 214. 80

1971 tax as a percent of 1966 tax ------------- 286 257 244 234 231

Effects of H.R. 15119 on maximum tax payable by employer, per employee (using
selected experience rates for State unemployment compensation tax)

If Indiana State unemployment compensa-
tion tax rate Is ........................... 0.1 percent 1 0.5 percent I percent

1966

Maximum taxable wage-Present, $3,000:
S tate tax .............................
0.4 percent Federal tax -----------.......

Maxinini tax per employee -------

1967

Maximum taxable wage-1967-68, $3,000:
State tax ..........................
0.6 percent Federal tax ................

Maximum tax per employee .........

1969

Maximum taxable wage-1969-71, $3,900:
State tax...------------------------
0.6 percent Federal tax --------------

Maximum tax per employee .........

1970

Maximum taxable wage-72 on, $4,200:
State tax --- . . ..----------------------
0.6l percent Federal tax ...............

Maximum tax per employee -------

1972 tax as a percent of 1966 tax ............

2 percent

$3.001 $15.00 $3000 $6000
12.00 12.00 12.00 12.00

15.00 27.00 42.00 72.00

2.7 percent

$81.00
12.00

90.00

3.00 15.00 30.00 600.0 81.00
18.00 18.00 18.00 18.00 18.00

21.CO 33.00 48.00 78.00 90.00

3.90 19.50 89.00 78.00 105.30
23.40 23. 40 23.40 23.40 23.40

27.30 42.0 62.40 101.40 128.70

4.20 21.00 42.00 84.00 113.40

25.20 25.20 25.20 25.20 25.20

29. 40 46.20 67.20 109.20 138.60

196 171 160 152 149

cost increase Is borne by
have earned m1ore favor-

It is noteworthy that the heaviest percentage of tax
those employers who, by providing steady employment,
able rates.
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BENEFIT STANDARDS

The House Ways and Means Committee, after exhaustive study, chose (we be-
lieve wisely) to delete from the measure before them the Federal benefit stall-
lards relating to state U. C. eligibility, benefit duration and the amount of weekly
beitefits which are contained In Section 209 of S. 1991.

The Indian Employment Security Act, enacted as the "Unemployment Com-
pensation Law" by the Special Session of the 79th Indiana General Assembly and
approved on March 18, 1936, declared that economic insecurity due to unemploy-
nient Is a serious menace to the health, morale and welfare of the people of the
state. It further declared that protection against this hazard of our economic
life can lie provided In somne niwa.ure through the payment of benefits to persons
uwimployed thiron91l no fault of their own.

It thus was not contemplated that unemployment benefits replace an in.livid-
tial's entire wage loss, or that persons unemployed through their own volition
should be compensated under this program.

In the more than a quarter-century since original enactment, the Indiana
Legislature has made sweeping amendments to the Employment Security Act
in fourteen different sessions, Including the 1938 special session. There have
been but two sessions (1149 and 1961) in which no changes were made.

Proposed amendments to the Employment Security Act have always been
aired In extensive public hearings, with representatives of labor, employer groups
and the U. C. Agency being heard at length. The whole area of unemployment
(,onpensaltjon was carefully studied for two years by a study committee created
in 11,91 by the Indiana Legislative Advisory Commission, and for another two
years by a similar committee created In 1963. During the 1965 session of the
Indiana Legislature, numerous discusplons on unemployment compensation were
held among legislative leaders, the Governor's office and interested groups. The
U. C. bill was recalled to committee three times. The final version was unani-
niously approved by both houses of the General Assembly and signed by tie
Governor. No legislation has ever had more thorough consideration-it having
Iben the 13th bill introduced In the House of Representatives (on January 12,
1965) and not receiving its final vote until March 1, Just a week before
odjournment.

The 150 members of the Indiana General Assembly, who enacted the current
version of the Employment Security Act, and the Governor of Indiana, who signed
the measure Into law. were elected by the people of the state and had had ample
opportunity to feel the pulse of their constituents. The inescapable conclusion
must be that the legislature has provided for a system of unemployment insur-
aice In Indiana reflecting the needs and desires of the people of the state as com-
municated to the legislators by these people, and to arrive at another conclusion
Is simply to charge that the state is unable to govern itself at the local level, which
is clearly not the case.

EXPERIENCE EATING

l)eleted, also, from the original proposal was a provision which would have
encouraged the states to eliminate experience rating from their U. C. tax struc-
tires and substitute a uniform tax rate. This provision is contained in Section
208 of S. 1911.

Experience rating-basing Individual employers' unemployment compensation
tax rates on factors bearing a direct relationship to their exl)erience with unem-
ployment, has proved to be an eminently satisfactory method of providing auto-
matic balanced financing. Rates based on experience are certainly not unique in
insurance-oriented programs. Experience rating provides an incentive to em-
ployers to provide steady work and thus cut their tax costs. Certainly, it must
be recognized that stabilization of employment is more difficult of attainment in
some instances than in others, but it Is not unreasonable that those who
create high benefit costs be required to bear a greater share of the cost than others
whose employment is more stable.

Experience rating provides an incentive to employers to furnish state U. C.
agencies Information needed to operate their programs effectively. A stlite
agency can administer its program properly only if it has available to it complete
information regarding separations front work, offers of work and other data
whehh can be provided only by covered employers. A system in which all em-
I)loyers paid a uniform 1. C. tax rate would tend not to enlist and sustain employer
interest. Benefits paid, whether properly or improperly, would not affect an
individual business's U. C. tax rate, and without an added financial incentive to
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motivate him, any efforts a businessnan might expend to stabilize his employ.
ment and help assure proper benefit payments would be less diligent than might
otherwise be the case. If employers generally were no longer concerned with
the validity of benefit claims, benefit costs would be bound to rise. Without full
employer cooperation, U. C. agencies simply wouldn't have adequate means of
policing the program.

It is true that S. 1991 does not mandate that states discontinue experiene
rating. But great pressures Would be brought to bear to cause states to set
rates on a flat, uniform basis if the law is changed to permit it. It is possible
that even some employers might favor a flat rate-at first. But because ex-
perience rating has proved its desirability-in providing automatic balanced fi-
nancing and in maintaining a high degree of employer interest in the program,
which is so vital to the program's success, nothing should be done at the Federal
level which would encourage states to discontinue individual employer expe-
rience rating.

CONCLUSION

The Indiana State Chamber of Commerce believes that to restore the provi-
sions on Federal Benefit Standards and other provisions which were deleted
by the House would be to cause the several states, partners In the Federal-State
program, to become little more than disbursing agents. We believe, further, that
there are provisions in H.R. 15119 that could be improved upon. Recognizing,
however that rarely can any piece of legislation be wholly satisfactory to all
who may be involved, we are reconciled to the supposition that there must be
some give and take in the measure under consideration.

We urge, therefore, the passage of HR. 15119 without change.
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MAXIMUM WEEKLY UNEMPLOYMENT BENEFITS"
IN INDIANA

In Relation To Cost-Of-Living Changes, 1938-1966
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SUMMARY OF STATEMENT OF OSCAR ALVORD ON BEIIALF OF INDIANA STATE
CHAMBER OF COMMERCE

Our testimony, while pointing out that there are certain provisions of the
bill to which exceptions can be taken by those whose basic concern is the main-

tenance of sound state U.C. systems will nevertheless support passage of II.R.
15119 without amendments. Particular emphasis will be on these points:

1. Broadening of coverage might better be left to the individual states.
2. There is no demonstrated needlfor lengthened duration according to the

experience in our state.
3. The cost of the proposed program would be excessive and burdensome.
4. Indiana's U.C. law reflects the current will of the people of the state as

reflected by major revisions made in our law by the 1965 Indiana General As-
sembly.

5. Restoration of the provisions on Federal Benefit Standards, Experience
Rating and other provisions which were deleted by the House would be to cause
the several states, partners in the Federal-State program, to become little more
than disbursing agents.

Although believing that there are provisions in H.R. 15119 that could be im-
proved upon, we recognize the need for some give and take. We urge, therefore,
the passage of H.R. 15119 without change.

The CHAIRMAN. Thank you very much.
Senator Morton.
Senator MORTON. What is the unemployment rate in Indiana today

of those who are under coverage?
Mr. ALVORD. Three percent is the last figure. The adjusted rate is

3 percent as compared with the national rate of 4 percent.
Senator MORTON. Under the so-called triggering devices in this bill,

H.R. 15119, and if your unemployment rate stays as it is, you would
not have extended benefits.

Mr. ALVORD. I am not positive on the question in Indiana. We
have hit now the 3-percent trigger point that is in the bill. The other
provision where it compares it with the former period, to see whether
we are 120 percent of the former period, I am not positive whether
we have hit that part of the trigger point or not.

Senator Moi'rox. It is your understanding that both-
Mr. AIVOD. It is my understanding you have to reach the 3 percent

and, at the same time, have the other trigger.
Senator MORTON. Have a 20-percent increase over the preceding

quarter.
Mr. ALVORD. Over the corresponding period, yes.
Senator MORTON. Are you disturbed by this argument which has

been presented, and was touched upon by the last witness, where a
State such as Connecticut, let us say, where it is about 1.2 l)ercent this
year, and 1.7 percent last year, might indeed be triggered for an ex-
tended period before a State where the rate might presently be 4 or 5?

Mr. ALVORD. Senator, if we had our druthers we would prefer that
the States be allowed to choose their own trigger point. We think
that local conditions are such that the State legislature, which is much
closer to the people, can make a better determination in each State.
We would have preferred that the Congress settle for a national trig-
ger point if they felt that was necessary, but that they let the States
choose their own trigger point. We are not making any case of it.

Senator MORTON. For example, when you had the experience in
South Bend, which was a unique experience, was there anything in
your State program which extended coverage in that particular area?

Mr. ALVORD. No, there was not, Senator, not under the unemploy-
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inent insurance program. That, as you say, was a unique situation.
I look at that as a situation where even had there been an extended
benefit program it would have served only a very temporary service
anyhow, and at the end of that period of time they would be right
where they had been, and I think the wise thing that was done, they
went out to try to find work for them, they did other things, put them
on training progra-is, and instead of simply paying them for staviig
at home they tried to get them back to work, and to me and to those
who believe as I do, that was much more practical than to extend the
compensation.

Senator MORTON. Some years ago you had a difficult situation in
Evansville, which was not exactly comparable to the South Bend
situation, but which was also worked out, but it did not require,----

Mr. ALVORD. It did not require this type of program. This is not
to say unemployment insurance is not a sound program; we think it
is a sound program. We are not convinced that it needs to be of
such long duration. The Evansville situation fortunately, happily,
is much improved and is no longer a problem.

Senator MORTON. Thank you very much.
The CHAIRMAN. Thank you very much, sir.
Mr. A.Lvon). Thank you, sir.
The CHAIRMAN. Our next witness is Claude A. Loesch, Indiana

Manufacturers Association.

STATEMENT OF CLAUDE A. LOESCH, ADMINISTRATIVE ASSISTANT,
INDIANA MANUFACTURERS ASSOCIATION, INC.

Mr. LoEscH. Mr. Chairman and members of the committee, due to
the limitations of time and the repetitiveness of much of the testimony
that has gone on before, I woul request of you, Mr. Chairman, that
the full statement prepared by the Indiana Manufacturers Associa-
tion be made a part of the record, and I will just summarize and go
over a few points at this time, if that is agreeable.

In summary, the Indiana Manufacturers Association feels that un-
employment compensation can be handled best at the State level; and
we feel that this has been adequately demonstrated by the States
throughout the years in which the program has operated.

We also feel that unemployment compensation has been updated
consistently in Indiana under the present Federal-State system. In
only two sessions of the general assembly since the law became effec-
tive has it failed to be amended.

We also feel that the take-home pay of claimants is a better basis for
setting maximum weekly benefit amounts than is gross earnings of
covered workers.

We also feel that 26 weeks is sufficient time for a claimant to canvass
the labor market for a job, and any benefits that are paid beyond 26
weeks should be, under a program which has a needs test and which
would redefine "suitable work." We also feel that uniform duration
is contrary to insurance principles.

We also feel that each State should be permitted to legislate its own
disqualifications and not be restricted by a maximum 6-week delay
in the benefit payments.
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Au increase in the taxable wage base will result iu some efplOyers
with I higli unemployment compensation costs paying no additional tax.

At the last general assembly in Indiana much consideration was
riven to increasing the benefit fund. Indiana had in 1952 a balance of
some $230 million in its fund. This went down to about $132 million
and, at the last session of the general assembly it was decided that
something should be done aboutbolstering the fund balance. All the
mehods were considered, including raising the wage base above $3,000.
', ut the general assembly decided-on raising the rates and leaving the

base at $3,000.
I think one of the things that they took into consideration was that

in Indiana there were 6,7!T1 employers who had costs of unemployment
compensation which exceeded the taxes they had paid into the fund.
In other words, their balance instead of being a plus was a minus bal-
ance. They were high-cost unemployment employers.

Senator DouGLAS. Mr. Loesch, in what industries were those em-
)loyers?

Mr. LoEscif. They ran the gamut from manufacturing to contract-
in to large employers, small employers.

'senator DOUGLAS. Weren't they-
Mr. LOESCH. Go ahead.
Senator DOUGLAS. Weren't they concentrated primarily in the dura-

ble goods industries and the industries whi-h have always been char-
acterized by a much higher rate of uneitployinent than a general
average?

Mr. LoEscH. I think you may be generally right in that statement.
I an sorry I did not bring the full report with me from the employ-
ment security division.

Senator DOUGLAS. That has been the general experience with unen-
l)lovmient over the country.

Mr. LoEscu. But there are a lot of contractors and a lot of seasonal
workers in there. But of these, 34 percent of active deficit employers
would not, have paid one penny more inito the fund had we raised
the wage base than they were already paying. Thirty-four percent of
the active deficit employers had no one making over $3,000 in a year.
Therefore, their costs would not have gone ulp. That is not neces-
sarily because they were low-paying employers, low hourly pay, but
they were the employers who had seasonal employment who laid off
quite often and, of course, being seasonal and laying the people off,
their peol)le drew more benefits.

Senator DovLAS. And also employers which were hit more severely
by any drop in general business, iqn't that true?"Mr. LoEscH. Well, not necess:-.-ily, Senator, because some of them
that, are hit by a general decline have through the years built up a
pretty good fund, and may not go into an arrear-account basis. Most
of these perennials in good times and bad times, they are just in the
type business--

Senator DOUGLAS. In any system of pooled funds you should not
expect all firms to pay out less than the general average. It would
be like a man thinking in his golf game he always exceeded his general
average and never fell below it.

Mr. LoFSCif. Well, that is right. But I think the Indiana Legis-
lature, in considering this problem, felt since we had to get additional
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money' into the fund it would not be right to get this! additional money
entirely at the expense of those who had already been paying their
share; that there should- be some method whereby those who were
creating the high costs would pay additional moneys.

Senator DouGLAS. Were these industries creating the high costs or
were the high costs, in the general structure of business a]out which
an individual employer could do very littleI

Mr. LoESCI. That is right, and it gets back to the basis of the whole
thing Does the employer cause the unemployment or do the condi-
tions i But it does remain a fact that we are trying to get the unem-
ployment costs as a part of doing business, as a part of the product
that the inan makes, and if we are doing that then we should help keep
the unemployment costs down.

Enactment of S. 1991 would result in presently covered Indiana
employers having their combined Federal and State unemployment
compensation costs increased more than 70 percent by 1972.

We feel that H.R. 15119, as passed by the House, is a much more
acceptable bill in that it has omitted almost all of the Federal stand-
ards pertaining to benefits; changed the lower coverage requirement
from one or more at any time to one or more in 20 weeks or a payroll
of $1,500 in a calendar quarter; substituted extended benefits of 13
weeks during recession periods for the 26 weeks of Federal unemploy-
ment adjustment benefits available at all times; retained the present
requirements for "experience rating"; eliminated the provision which
limited most disqualifications to a maximum of 6 weeks; eliminated
Federal grants to State; and provided for judicial review which will
permit States to appeal decisions of the Secretary of Labor to the U.S.
Court of Appeals. While H.R. 15119 provides for increasing the
taxable wage base to $4,200 and increasing the tax rate to 0.6 percent,
we favor keeping the taxable wage base at $3 000 and obtaining any
necessary additional money by an increase in the tax rate.

I think that will conclude my statement, Mr. Chairman.
(The prepared statement of Mr. Loesch follows:)

STATEMENT OF CLAUDE A. LOESCH, ADMINISTRATIVE ASSISTANT, INDIANA
MANUFAQTURERS ASSOCIATION, INC.

Mr. Chairman and members of the Senate Committee on Finance, the organiza-
tion I represent has a membership of over 1600 companies engaged in manu-
facturing in all sections of Indiana. The size of member companies varies from
the largest in the State, employing tens of thousands, to those employing only
,one or two. About 80 percent of our members employ less than 200 workers
,each. The total membership of the Association employs about 90 percent of
-persons engaged in manufacturing in Indiana.

The Indinna Manufacturers Association opposed many of the provisions con-
tained In H.R. 8282 when it was being considered by the House Ways & Means
Committee. Since S. 1991 is identical with H.R. 8282, and since the Indiana
Manufacturers Association is still opposed to these provisions, a copy of the state-
ment prepared for the House Ways & Means Committee is made a part of this
testimony. ,.,
H.R. 15119, ,,Wiassed by the House, is a much more acceptable bill in thatIt hag:l(1) "omitted almost all of the federal standards pertaining to benefits

(2) changed the lower coverage requirement from 1 or more at any time
to I or more In 20 weeks or payroll of $1,500 in a calendar quarter

(3) substituted extended benefits of 1 weeks during recession periods for
the 26 weeks of federal unemployment adjustment benefits available at all
times

(4) retained the present requirements for "experience rating"
05-902-60- 37

567



568 UNEMPLOYMENT INSURANCE AMENDMENTS OF 1966

(5) eliminated the provision which limited most disqualifications to a
maximum of six weeks

(6) eliminated federal grants to states
(7) provided for "Judicial review" which'will permit states, to appeal de-

cisions of the Secretary of Labor to the U.S. Court of Appeals.
While H.R. 15119 provides for increasing the taxable wage base to $4,200, and

Increasing the tax rate to .6 percent, we favok keeping the taxable wage base
at $3,000 and obtaining any necessary additional money by an increase in the
tax rate.

SUMMARY

Unemployment compensation legislation can be handled best at the state
level.

Unemployment compensation has been updated consistently in Indiana under
the present federal-state system.

Take-home pay of claimants is a better basis for setting maximum weekly
benefit amounts than is gross earnings of covered workers.

Twenty-six weeks is sufficient time for a claimant to canvass the labor
market for a Job. A redefinition of "suitable work" and a "needs test" should
be a part of payments beyond 26 weeks. Uniform duration is contrary to in-
surance principles.

Each state should be permitted to lekistate its own disqualifications and not
be restricted by a maximum six-week delay in payment of benefits.

An increase in the taxable wage base will result in some employers with
high unemployment compensation costs paying no additional tax.

Enactment of S. 1991 would result in presently covered Indiana employers
having their combined federal and state unemployment compensation costs in-
creased more than 70 per cent by 1972.

H.R. 15119 is a more acceptable bill than S. 1991.
With the exception of the proposed increase in the taxable wage base, we are

in accord with H.R. 15119.
Our opposition to H.R. 8282 is based primarily on the fact that each of the

states have different types of problems to consider in the field of unemployment
compensation and the various State legislative bodies can do a better Job of
exploring and solving these problems than can be accomplished on a national level,
The fact that we have divergent societies, standards of living and economic
differences between the several states insures that the imposition of federal
standards, on a purely arbitrary basis, would ultimately defeat the worth-while
accomplishments of unemployment compensation legislation.

We recognize that the national government has the right to effectively pre-
empt the states in the area of unemployment compensation by enactment of
H.R. 8282. However, we submit that the effectiveness of the program from its
inception has been founded on the recognition of these local and regional dif-
ferences. We submit further, that state legislatures, being much closer to the
grass roots, can more closely reflect the attitude of the people, thereby safe-
guarding against the adoption of extreme conservative or liberal views in this
very sensitive area. The mere fact that the people of a state are closer to their
elected state legislators than their federal counterparts argues for the contin-
uance of state responsibility In future amendatory legislation in this field.
Without question, local action is more reflective of public thinking in a par-
ticular state.

For example, when Indiana was considering unemployment compensation
amendments during the 1965 legislative session, the bills introduced co amend
unemployment compensation were in no way as liberal as are the provisions of
H.R. 8282; yet it would be unfair to conclude that the legislative packages pro-
posed by the various interested groups and the Administration did not fully
meet the desires of Indiana citizens. It is safe to conclude that the final legis-
lative enactments in the field of unemployment compensation did reflect the
consensus of those more interested in the problem-thc public.

It has been alleged that the unemployment system has not kept pace with the
times and that improvements in the program are essential to exert a stronger
stabilizing influence on the economy. This conclusion presupposes that the in-
dividual states have been indifferent in their approaches to unemployment com-

-peiisation; Certainly,- such a conclusion is unjustified. States surely are cog-
nizant of the problems of unemployment compensation-I known Indiana is.

There has probably been more time and study spent in considering all aspects
of this problem than in any other specific area of legislation In Indiana since
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the original enactment of this law in 1935. The Indiana Employment Security
Council, a duly organized statutory body, composed of labor, management, and
public members, meets regularly to receive recommendations of individuals hnd
groups-relativeto the strengthening of the Indiana program.

The recommendations of this body are transmitted to the Employment Security
Board, which is also composed of representatives of management, labor, and'the
general public. The Employment Security Board holds regularly scheduled
meetings at which interested groups and individuals may be heard. After con-
sidering the recommendations of the Advisory Council, they adopt proposed legis-
lative changes which in recent years have been presented to the Employment
Security Act Study Committee. This is a legislative study committee composed
of equal numbers of Democrats and Republicans from both the House and the
Senate.

Prior to the 1965 session of the General Assembly, this committee Incorporated
into a bill many of the recommendations of the Employment Security Advisory
Council and the Employment Security Board, along with a number of changes
which, after many hours of testimony by all interested parties and long delibera-
tion, the committee itself considered advisable.

The legislation proposed proved to be one of the most controversial introduced
in the entire session. Numerous committee meetings were held at which all
intrested parties were given the opportunity to present facts and data for com-
mittee consideration. The bill that finally was enacted during the session was
not entirely acceptable to either management or labor, but was a bill that the
public generally accepted.

It is our contention that the hundreds of hours that were devoted to detailed
analysis, study, hearings, and finally the passage of legislation resulted in giving
Indiana citizens the kind of legislation desired by the vast majority. Such
legislation is much more reflective of grass roots support than could possibly be
accomplished on the national level. When the efforts of Indiana are multiplied
by the cumulative efforts of the other 49 states, the committee has some idea
of the importance of local interest in this area of legislation.

UNEMPLOYMENT COMPENSATION IN INDIANA OVER THE YEARS

As a result of deep study given to unemployment compensation in Indiana,
many amendments have been made in the law over the years. Among these
changes are-

1. Increase of the maximum weekly benefit amount from $15 to $40 plus
$3 for a "non-working" spouse.

2. Increase in the maximum duration of benefits from 15 to 26 weeks.
3. Increase in the maximum benefits payable in a benefit year from $225

to $1040 or $1118 when claimant has a non-working spouse.
4. Reduction of the waiting period from 2 weeks to 1 week.
5. Elimination of employee contributions.
6. Increase in the maximum rate of contribution from 2.7% to 3.0%.
7. a. Provision that Federal interest be credited to individual employers'

accounts.
b. Discontinuance of crediting interest to individual employers accounts.

8. Change in fiat penalty of six weeks suspension and loss of six weeks
of benefits to suspension of benefit rights until claimant earned 10 times
weekly benefit amount and is then separated under non-disqualifying cir-
cumstances. This penalty is imposed for (1) leaving work without good
cause, (2) being discharged for misconduct, or (3) refusal to accept suit-
able work without good cause.

9, Change in complete loss of benefit rights for quitting to marry or be-
cause of marital obligations to suspension of benefit rights until claimant
has earned $200 after date of action which caused suspension.

10. Amended, the Act of, authorize payment of Supplemental Unemploy-
ment Benefits.

11. Made unemployment compensation exempt from Indiana Income Tax.
12. Provide for non-cliarging of benefits when reason for separation is not

attributed to the employer.
13. Amended the Act to provide that when an individual retires under a

collective bargaining agreement, he cannot be deemed to have left work
voluntarily without good cause. . ; J'



570 UNEMPLOYMENT INSURANCE AMENDMENTS OF 1966

THEN EFFECT OF H.R. 8282 IN IDIANA

Under the current Indiana law, a claimant receives about 52% of his weekly
wages up to $43 a week If he has a "non-working" spouse and $40 a week If
he does not have such a dependent.

Under the provisions of H.R. 8282, an Indiana claimant would receive 50%
of his weekly wages up to the following limits:

Based on 1964 Based on
State average projected State
weekly wage average weekly

wage

'Effective July 1, 1987 ------------------------------------------------- $55 $8
Effective July 1, 1969 --------------------------------------------------- 66 73
Effective July 1, 1971 --------------------------------------------------- 74 85

Despite the fact that H.R. 8282 bases the maximum weekly benefit amount on
the average wage of covered workers, we feel that a much more realistic basis
Is the take-home pay of claimants. It seems unreasonable to use the "gross"
earnings of all covered workers in a formula to arrive at a standard maximum
benefit amount. "Gross" earnings includes bonuses and other compensation paid
to claimants as well as the salaries of employees who rarely become claimants.

The following chart shows the percent that the maximum weekly benefit
amount is to "Gross Earnings" and "Take-Home Pay" for both "all covered
workers" and "claimants" in Indiana.

Take-home pay
Grossearnings No depend- 3 depend-

ents I entb 3

Average weekly wage covered workers (194) ------------------ $110. 78 $92.77 $98.17
Maximum weekly benefit amount:

$40, no dependents ----------------------------- percent-- 31 43.1 -------------
$43, dependents --------------------------- do .. 38.8 ............. 43.8

Average weekly wage of claimants (1964) ---------------------- $8a 00 $87.61 $72.91
Maximum weekly benefit amount:

$40, no dependents ----------------------------- percent-- 50.0 59.6 ............
$43, dependents ----------------------------------- do---- 53.7 ------------- 6&9

I "Take-home pay" equals gross earnings less Federal income tax and OASDI taxes.
2 A "nonworking" spouse and 2 children.

NOTz.-The gross earnings of "covered" workers is $110.78 while the gross earnings of claimants in the
same period is $80.

DURATION

The current Indiana Act provides that a claimant will be eligible to receive
25% of his "wage credits" or 20 times his weekly benefit amount, whichever Is
the lesser.

Enactment of H.R. 8282 would result in practically all claimants being eligible
for 20 weeks of benefits. Indiana has many part-time and seasonal workers who
become claimants. For example, in the 1964 calendar year, 14.9% of all eligible
claimants were eligible for less than 10 weeks of benefits.

Under uniform duration standards, these claimants who have very little
attachment to the labor market, would be eligible for 26 weeks of benefits.

We have always believed that unemployment compensation was primarily for
restoring a portion of a person's income, who is out of work through no fault of
his own, while that person searched the labor market for a new Job. Twenty-
six weeks seems long enough for an ex-employer to finance a plan for such a
search. If no job Is found in six months, evidently there are no Jobs-such be-
ing the case, some program other than unemployment compensation should be
provided. This new program should be one that recognizes "need" and one that
would re-define "suitable work" from the narrow term used in unemployment
compensation legislation.
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DISQUALIFICATIONS

The present Indiana law governing unemployment compensation provides that
when an individual-

quits voluntarily without good cause,
is discharged for misconduct, or
refuses suitable work

such individual is ineligible for benefits until he has again returned to covered
employment, earned ten times his weekly benefit amount, and then becomes'
separated under non-disqualifying conditions.

One of the most frequent complaints raised by the public, even under the pres-
ent disqualifying provisions is when an employee draws benefits after having
requalified by earning the required amount. A mere six-week postponement In
such cases will certainly increase the questions, cause more irritation and cause
an even less desirable public image of the entire program.

The public policy section of the Indiana Employment Security Program in
Article I states-

"The enactment of this measure to provide for payment of benefits to persons
unemployed through no fault of their own-" [Italic ours].

The following are just a few of the cases on file in our office. In each of these
cases we believe that unemployment is the result of an overt act by the claimant
which in all fairness requires the imposition of a penalty greater than a mere
six-weeks postponement of benefits.

Case No. 1
Claimant discharged for deliberate sabotage. Claimant was caught in the act

of sabotaging a press, and subsequently admitted that he had done so in order to
idle the press and get a break from work.

Case No. 2
Claimant discharged for forgery, falsification of records and attempted theft.

Claimant forged a doctor's signature to an erroneous statement and the claim-
ant then admitted he had committed the act in an attempt to violate the Com-
pany-Union contract and collect money for a holiday.

Case No. 8
Claimant quit his regular job, saying that he did not want to work nights.

He stated that he had no other job to go at the time he quit.
case No. 4

Claimant discharged for drunkenness. He had been told at the beginning that
if he ever drank while driving a truck, he would be discharged. He was ar-
rested for drunken driving and failure to stop after hitting another car. He
was put in jail and the truck impounded.

Certainly, it seems clear that these individuals are responsible for their un-
employment and should not be eligible for benefits merely by serving an addi-
tional six-weeks waiting period.

INCREASE IN THE TAXABLE WAGE BASE

Methods of financing the unemployment compensation program were tho-
roughly studied by the 1965 Indiana General Assembly. After considering the
different ways this could be accomplished, including increasing the taxable wage
base above $3000, it was decided to retain the $3000 limitation and obtain the
additional financing by adjusting the ratios and rates. The amended act,,will
provide about 20% or an $8 million increase in revenue.

As of June 30, 1963, there were 6731 employers with deficit balances which
totaled over $72 million. Of these, 4691 were active employers.

A study by the Employment Security Division shows that 1593 employers or
34% of all active deficit employers had no employees who earned over $3000.
This means that If the wage base is raised to more than $3000, 34% of the em-
ployers who are most responsible for the financing problem in Indiana will pay
no additional unemployment compensation taxes.

Furthermore, 68% of all active deficit employers had less than 20% of their,
employees who earned $3000; and would thereby pay very little additional tax by
increasing the wage base.

On the other hand, by increasing the wage base to $6600, employers who have'
not only paid their full benefit costs but have also contributed the most to creating,



572 UNEMPLOYMENT INSURANCE AMENDMENTS OF 1966

a fund balance would have their Indiana unemployment compensation costs more
than doubled.

An Increase of the wage base to $6600 would tend to keep the maximum tax
rate at 2.7%. To raise the tax rate above this figure would result in an excessive
total -tax cost.

A study of -the following table shows the many combinations of taxable wage
bases and rates which the different states have created to solve their financing
problems. It is to be noted that only three states-Oregon, Utah, and West Vir-
ginia-have used the method which H.R. 8282 would, for all practical purposes,
snake mandatory.

Maximum wage base and maximum unemployment compensation tax rates in
force in arl Rtates (including Washington, D.C., and Puerto Rico) as of
May 4, 1965

$3,000 wage base Over $3,000 wage base $3,000 wage base and Over $3,000 wage base and
and 2.7-peroent and 2.7-percent tax rate over 2.7-percent tax rate over 2.7-percent tax rate

tax rate

Max- Max.
Max- imnui hnumn Max-

State State imum State rate State rate Imum
base (per. (per- base

cent) cent)

Arizona Oregon -------- $3,600 Alabama --------- 3.6 Alaska .-------- 4.0 $7,200
Colorado Utah .......... 4,200 Arkansas .......... 8.6 California ------ 3. 5 3, 80
Connecticut West Virginia. 3,600 Florida ............ 4.0 Delaware - 4---. 4.5 3,00
Iowa (Total, 3) Oeoriga ---------- 4.2 Hawaii --------- 3. 0 4,200
Kansas Illinois 4.0 Idaho ----------. 5.1 3,600
Louisiana Indiana ---------- 3.0 Massachusetts... 4.1 3,600
Maine Kentucky ------- 4.2 Michigan ........ 4.6 3,600
Misslssipp Maryland ......... 4.2 Nevaa ------a -- 3.0 3, 80
Nebraska Minnesota ......... 3.0 Penusylvania... 4.0 3,600
Oklahoma Missouri ........... 4.1 Rhode Island.. 3.3 3, 60
Virginia New Htampshire.- 4.0 Temes ....... 4.0 3, 300
Washington New Jersey ----- 4.2 Vermont ........ 3.5 3,600
Washington, D.C. New Mexico ------- 3.6 (Total, 12)

(Total, 13) New York ........ 4.2
North Carolina ... 3.7
North Dakota_.... 4.2
Ohio ------------ 4.2
Puerto Rico ------- 3. 1
South Carolina .... 4.1
South Dakota- 4.1
Texas ............. 7.2
Wisconsin -------- (,)
Wyoming --------- 3.2

(Total, 23)

I No specific maximum is provided. For 1965, the maximum rate is 4.45 percent.
Source: P. 4803 and 4804 "Unemployment Insurance Reporter," vol. 113, published by Commerce Clear-

ing House, Inc.

INCREASE IN COSTS

The following is a report prepared by the Indiana Employment Security Divi-
sion giving the estimated benefit costs in Indiana should H.R. 8282 become law.

This report outlines the methods and assumptions used in preparing the statis-
tical portions of the report.

It should be noted that this report does not Include any estimate for increased
benefit costs caused by liberalizing the disqualification provisions.

1. Average weekly wage in covered employment: A least squares regression of
1953-64 data was used to project the average weekly wage through 172.

2. Average covered employment: A least squares regression of 1958--64 data
was used to project average covered employment through 1972. The trend line
was adjusted -to coincide with the actual value of covered employment in 1964.

3. Average weekly benefit amount: ES-206 distribution of eligible claimants in
1964 was used to estimate the average weekly benefit amount under the present
state law and the average benefit amount had any of the three formulas for
determining the maximum benefit amount been in effect under the proposed fed-
eral law. " Under the present ataite law the maximum benefit amount is $40 with
$1-8!for a dependent spouse If the claimant ha" sufficient wage credits for this'
additional allowance.
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4. Benefit costs:
a. Favorable economic conditions: l(6 benefit costs were used as a bench-

mark for future economically favorable years. The insured unemployment rate
in 1964 was 2.2 per cent. A percentage increase was applied to actual 1964 bene-
fit costs ($34.5 million) to estimate costs had the present state law, effective 1965,
been In effect. Benefit costs were also computed on the assumption that each of
the three proposed federal provisions, increasing the maximum benefit amount,
had been in effect during 1964. A ratio of benefit costs to actual total wages in
1964 was computed for each of the above benefit costs. These ratios were then
applied to projected total wages for the years 196-72.

b. Unfavorable economic conditions: Tile same method as above was used to
estimate benefit costs under economic conditions comparable to those in 1961.
The Insured unemployment rate in 1961 was 4.7 per cent. Actual 1961 benefit
costs ($73.0 million) were used as the benchmark for future costs estimates.

5. Actual duration of benefits: the actual duration of benefits was 10.7 weeks
in 1964. It was estimated that under the near-uniform duration provision in
H.R. 8282 the actual duration would have been 12.5 weeks. In 1961 the actual
duration of benefits was 12.3 weeks; under 11H.R. 8282 actual duration would have
been approximately 15 weeks.

6. Additional Coverage: an estimated 139,200 additional workers would have
been covered under H.R. 8282 in 1964.

Firms with 1 to 3 workers ----------------------------------- 64, 700
Hospitals ------------------------------------------------ 20, 800
Schools, nursing homes, and other non-profit, religious, charitable and

educational organizations ---------------------------------- 44, 700
Farm workers --------------------------------------------- 9, 00

Total ---------------------------------------------- 139,200

The additionally covered (except farm workers) were assumed to increase at
the same rate as those presently covered. The number of farm workers was held
constant. Benefit costs per covered worker were computed for the years 1966-72
under both the favorable and unfavorable assumptions and applied to the addi-
tional coverage to arrive at the cost of additional coverage. It was assumed the
benefit costs for farm workers would be one-half of the average cost per covered
worker.

7. Taxable wages: taxable wages were estimated from the historical series of
the relationship between the ratio of the average annual wage to the $3.000 tax
base and the ratio of taxable to total wages. Some adjustment was made from
a study of the tax base in Indiana.

8. Federal Taxes: only one set of estimates was made for th( federal taxes of
the FUTA, which is presented in table 2. The estimates of taxaile wages for the
period 1966-72 were made under the assumption of generally favorable economic
conditions on the average. It is recognized that taxable wages probably would
temporarily decrease during some point of the projected period. For instance,
from 1957 to 19'8 taxable wages decreased 7.2 per cent while from 1960 to 1901
the drop was only .8 per cent. Some similar adjustment can be made to the
present estimates at any given year to estimate the taxes under less favorable
conditions but it is impossible to pinpoint the year in which such a dip might
occur and the extent of the adjustment.

9. Disqualification provisions: the estimates of benefit costs in Tables 1 and la
do not include any estimates for increased costs due to liberalizing disqualifica-
tion provisions.
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TABLE 1.-Estimated benefit costs under proposed Federal law (H.R. 8282),
1966-721'

FAVORABLE ECONOMIC CONDITIONS (1964)

1In millions of dollars]

Increase in benefit costs under proposed
federal law

Benefit costs Total benefits
Year under present Increase due Combined under proposed

law to change in Increase due increase due to law
maximum to change in change in

benefitamount duration only maximum and
duration

1966 ------------------- 40.7 ----------------.-----------------.----.............................
1967 ------------------- 42.4 2.5 2.4 5.3 47.7
1968 ------------------- 44.3 7.9 7.4 16.7 60.9
1969 ------------------- 46.1 9.6 7.8 19.0 65.1
1970 ...........---..... -48.0 12.9 8.1 73.1 71.2
1971 ------------------ 50.0 14.0 8.4 24.7 '74.7
1972 .------------------- 51.9 15.8 8.7 27.1 79.0

UNFAVORABLE ECONOMIC CONDITIONS (19061)

166 ------------------- $101.6 ...................................................................
1967 ------------------- 106.1 0.3 7.7 15.3 121.4
1968 ------------------- 110.6 19.8 24.3 48.4 159.0
1969 ------------------- 115.3 24.1 25.3 54.7 170.1
1970--6 ................ 120.1 32.6 26.4 66.1 186.2
1971 ------------------- 124.9 35.7 27.4 70.9 195.8
1972 ------------------- 129.8 40.8 28.5 78.2 208.0

1 This table Includes costs for only that segment of the work force presently covered.

TABLE la.-E8timated benefit costs of added coverage under H.R. 8282, 1966-72
FAVORABLE ECONOMIC CONDITIONS

Additional Benefit costs
Year covered (in millions)

employment

1966 ------------------------------------------------------------------- 143,800 $4.7
1967 ------------------------------------------------------------------- 140,100 5.5
1968 -------------------------------------------------------------------- 148, 40 7.0
1969 ------------------- -------------------------------------------- 150,700 7.4
1970 -------------------------------------------------------------- 163,0008.
1971 ---------------------------------------------------------------- 155,300 8
190 2 ...... --- .... ----................................................. . 157,600

UNFAVORABLE ECONOMIC CONDITIONS

1966 -------------------------------------- ---------------- ------- ----- 143,800 $11.7
1967 -------------------------------------------------------- ----------- 146,100 13.9
1968 ----------------.------------------------------------------------- 148,400 1M2
1969 ------------------------------------------------------------------- 150, 700 19.4
1970 ...........---------------------------------------------------- - 153,000 21.2
1971 -------------------------------------------------------------------- 155,300 02. 3
1972 -------------------------------------------------------------------- 157,600 23.7
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TABLE 2.-Esttmated Federal taxes of the FUTA under present State la w and
under proposed Federal law, H.R. 8282

tin millions of dollars)

Federal taxes under pro-
Federal taxes posed Federal law

Year under present
State law

Present Added
coverage coverage

1966 --------------------------------------------------------- 14.8 17.4 1.8
1967 ---------------------------------------------------------- 15.2 32.1 8.6
1968 -------------------------------------------------------- 15.5 33.0 3.7
1969 ------------------------------------------- ------------ 15.8 34.0 3.8
1970 -----------.--------------------------------------------- 16.3 34.9 3.9
1971 -------------------------------------------------- ------- 16.8 38.8 4.3
1972 ---------------------------------------------------------- 17.1 39.8 4.4

The CHAIRMAN. Senator Douglas.
Senator DOUGLAS. There is one question I should like to ask. In the

concluding paragraph on page 1 of your material which you submit-
ted you said that you were in favor of keeping the taxable wage base
at $3,000 and obtaining any additional money by an increase in the
tax rate. I wondered if you meant you were in favor of a six-tenth of
1 percent Federal share or whether you were willing to go above this
provision in H.R. 15119?

Mr. LoEsc. I would smy it is whatever is necessary, and that is the
reason I think that "necessary" should be underlined. I think it is
questionable whether the increase that is proposed is necessary at this
time.

Senator DoucLAs. Are you opposed to an increase to six-tenths of
1 percent Federal sharingI

Mr. LoRscH. Not if it is necessary; no, sir.
Senator DOUGLAS. Who is to be the Judge of what is necessary I
Mr. LoEscH. I would think you gentlemen.
Senator DouGLAs. You just expressed yourself as saying that you

did not think it is necessary at this time.
Mr. LOE5CH. I do not think it is necessary for a six-tenths and the

increase in the wage base together.
Senator DOUGLAS. You would hold the increase to six-tenths?
Mr. LoF cH. Not necessarily-
Senator DOUOLAS. In other words, you would provide less revenue

than is provided in H.R. 15119 because you keep the rate at the same
point at which H.R. 15119, but cut back the taxable wage base of ,00
to ilts present figure of $3,000.

Mr. LOE8CH. It will be less money provided; was that your question,
sir?

Senator DOUGLAS. Yes, that i; right. Have you any estimate as to
how much less money would be provided?

Mr. LOESCH. NO, sir, I do not; but I would think the Labor De-
partment would be able to give that information to you.

Senator DOUGLAS. Are there any official representatives of the Labor
Department here?

Would you give your name for the record?
Miss DAIM. My name is Margaret Dahm. I am Special Assistant

for Federal Legislation to Robert Goodwin, Administrator of the
Bureau of Employment Security.
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Senator DouGLAs. I wondered if your Bureau has made computa-
tions of what the difference in yield between a $4,200 wage base and a
Federal tax rate at six-tenths of 1 percent, and a tax base of $3,000
and only six-tenths of 1 percent. In other words, how much addi-
tional money is brought in by the increase of $1,200 in the wage base.

Mr. Vail has given me a sheet dated July 21 from the Office of
Actuarial and Financial Services of the Unemployment Insurance
Bureau and Employment Security, and I will ask him to summarize
that, if he will.

Mr. VAIL. At the $3,000 wage base, with a Federal rate of six-tenths
of 1 percent, the Federal yield would be $840 million. At a wage base
of $6,600-

Senator DouOLAs. No, $4,200.
Mr. VAIL. I am sorry, sir. At $4,200 the yield would be $1,074 mil-

lion. At a wage base of $6,600, the yield would be $1,380 million.
Senator DouoLAs. In other words, the difference between the $4,200

base is approximately $300 million.Is the Bureau of Employment Security ready to submit figures
on the estimated increases in benefits occasioned by the benefit pro-
visions of the bill which Mr. Loesch seems to endorse?

Mr. Loesch seems to have endorsed virtually all features of the
House-passed bill, with the exception of the increase in taxable wage
base from $3,000 to $4,200; isn't that true?

Mr. LOFcH. Yes.
Senator DouGLAs. What I am trying to get at is, what is the esti-

mated increase in 'benefits caused :by the remainder of H.R., 15119 so
that we can see whether that $300 million is needed? Nobody i. for
collecting money that is not needed. The question is, is this needed to
provide the increase in benefits which Mr. Loesch seems to endorse?

Miss DAmit. The Bureau's estimates on the cost, the Federal costs,
of the extended benefit program in H.R. 15119 were, I think; the basis
on which the tax rate and wage base in 14119 were established, Senator.

Senator DOUGLAS. No; in the brief summary which Mr. Loesch
gave verbally, and which is on page 2 of the document which he sub-
mitted, by, indirection he seems to oppose extended benefits; is that
true?

Mr. LoFrscn. No, sir.
Senator DOUGLAS. Because you say 26 weeks is sufficient time for a

claimant to canvass the labor market for a- job.- What is your attitude
on extended benefits ? .

Mr. LOFScOI. We do feel that 26 weeks is sufficient time fox' a claim-
ant to seek a job.

Senator DouoLAs. Are you opposed to extended benefits?
Mr. LoEscH. But in so many of these things there has to be a com-

promise and that is the Y&,"son why we did not oppose that in this
bill.

Senator DOULAS. I did not hear you; Mr. Loesch.
Mr. Loiscyr. We feel that in many, of these areas there must be a

compromise made, and tlift, is the reason we did not specifically op-
pose the extended benefits.

Senator DouoLAs. So you are not opposed to extended benefits."
-Mr. LoEsci. Not in 15119,
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Seantor DOUGLAS. The representative of the Bureau of Employ-
ment Security said that will occasion about $300 million extra in cost
and this was the reason why the House increased the taxable wage
base from $3,000 to $4,200.

Mr. LoLsc. Unless--and I am not sure of these figures, I did not
think that the $300 million was all in the Government-is not that to
be split 50-50 with the States, as I understand it, and that figure may
not tbe correct, but our contention is that whatever the increased costs
would be that if they axe more than $300,000 or whatever it is-

Senator DOUGLAS. $300 million.
Mr. LoEscHi. It should be through a rate increase.
Senator DOUGLAS. So you wouldbe ready to go above six-tenths of

1 percent if that is necessary?
Mr. LoEscnE. If that is necessary.
Senator DOUGLAS. I think for the sake of the record I should point

out that on page 44 of the material assembled by our very, efficient
staff, entitled "Datal Relating to H.R. 15119," and I wish Mr. Loesch
were given a copy of this-

Mr. Lo scil; Did you say page 44?
Senator DOUGLAS. Page 44.
Mr. Lo)Fsc. Yes, sir.
Senator DOUCGLAS. You will find that 73 percent of the claimants for

unemployment insurance benefits in Indiana received less than 26
weeks of benefits, and only 27 percent received 26.

Mr. LOESCH. That goes back to-
Senator DOUGLAS. Undoubtedly there were many that were dropped

by the other disqualification provisions before they could receive bene-
fits, and, therefore, there were many noncompensable weeks of unem-
ployment not covered by the Indian law. -This illustrates a point
which I tried to emphasize at our last session that we should not treat
the maximum benefit period as the uniform benefit period. The rec-
ord shows that a minority of the claimants received the maximum. -

Mr. Lopscn. May I explain just a little of that high percentage, sir.
That is high because of a technicality in the law. A lot of these people
received 25-point-something weeks, but there was a technicality in the
law that prevented many of them from getting the full 26 weeks, is the
reason for the high percentage. Most did receive better than 25
weeks.

Senator DOUOLAS. In other words you admit that the Indiana haw is
imperfect. As a matter of fact, there-are very few States in the
Union which have a higher percentage of those who failed to get the
26 weeks of the benefits. If you will look down that column you will
find that Georgia, Hawaii, Idaho, South Carolina, South 'Dakota,
Virginia seem to be the only States with a higher percentage of those
who failed to get the full 26-week benefits, and this needs constantly
to be borne in mind and the confusion between a maximum benefitand
the uniform period of benefit needs to be very sharply realized and
pointed out. ..

Those were the only questions I -ad, Mr. Chairman. -

The CHAI=MlA. Senator Morton.
Senator MORTON. Mr. Loesch, you have referred to information that

has been developed for the presentation of the last bill before the
Indiana State Legislature. When responding to Senator Douglas you
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referred to some, I believe, 6,400 manufacturers, and 32 percent of
them did not-- ,

Mr. Lonsci. You have a copy of the statement that I presented?
Senator MORTOx. Yes.
Mr. LOESOH. It is on page 6 of that statement beginning at the top

of the page.
Senator MoirroN. Yes. In your second paragraph, the second sen-

tence, "This means that if the wage base is raised to more than $3,000,
84 percent of the employers who were most responsible for the financ-
ing problem in Indiana will pay no additional unemployment coin-
pensation tax."

Now, not to make it a part of the record, but could you furnish the
committee, just fbr its information, any report made to or by the Statel
legislature to indicate the type of employer that was involved in this
84 percent I mean was iV--in your State you have Scott County,
you have got Stokely-Van Camp operations that are obviously seasonal
in nature. You have to can a vegetable when you harvest it. You
cannot just wait and spread your work out.

I personally would-be interested, just as a matter of information, in
seeing whether this was really made up of companies engaged in the
manufacture of production of durable goods and how much of it was
made up of those who, through no fault o their own, happened to
operate a seasonal business.

Mr. LoEscm. Well, Senator, I know that the employment security
division in Indiana has a complete breakdown of the type of employers
who do have deficit accounts. I do not know for sure whether this
study which they made-and, by the way, these figures are from an
employment security division study, I do not know whether they do
have a breakdown by industry of the ones who would not pay any
additional taxes.

Senator MORTON. But you do-
Mr. Loscai. If you get the distinction between the two.
Senator MoRToN. Yes, I see. But it would be interesting for me,

as one member of the committee, to have the information that you re-
ferred to first that is available.

Mr. LOFScm. Yes.
Senator MoRToN. Would you ask the employment security division

to be good enou i just to send me a copy of that and have it, available?
Mr LoEscir. "f they have both I will send you both of them. I will

send you whatever they have, Senator.
Senator MoR'ION. Thank you very much.
Thank you, Mr. Chairman.
The CHAIRMz. Thank you very much, Mr. Loesch.
We have been receiving a number of letters from labor groups, and

in view of the fact that it was agreed by the leadership of the American
Federation of Labor-CIO that Mr. Meany would appear on behalf
of that organization, and that they would not bring in the State repre-
sentatives, as well as those who spoke for other international unions,
we are inserting those letters into the record as we go along.

As Senator from Louisiana I feel I should read into the record
some experts from the letter from the Louisiana State AFL-CIO,
signed by Mr. Victor Bussie and Mr. E. J. Bourg, Sr.
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I want them to know that I received the letter and appropriately
noted it.

There are one or two sentences i feel I should note. They say:
Tie federal standards for maximum weekly beneflts amounts should be tet

at two-thirds the states average weekly wage with the milanhmu ii benefits equal
to one-half the workers weekly wage. The average weekly wage in Louisiana
is approximately $103.50 per week it coveredl employment. The recent session
of the Louisiana Legislature set the maximum weekly benefit amount at $45.00
per week effective August 1, 1966. This conapares to an overage weekly wage
In Louisiana in 1940 of $20.00 per week and the maximum weekly benefit amount
of $18.00 per week. This means the maximum weekly benefit amount received
In 1940 Was 1)0 percent of the average weekly wage in the State ams compared to
42 percent after August 1, 1966.

They go on to say:
Federal standards for uniform dis(qun Illiit ion penalties should be established

Il any reform Unemployment ('ompensaton Legislation. In Lonitslana, If tin
employee leaves is or her employment for any reason other than "good eausle
connected with his employment" they are disqualified from receiving benefits
until they have returned to work and earned ten thnes their weekly benefit,
amount and then laid off through no fault of their own.

We have hand thousands of persons in Lomisiana leave their employment for
legitimate and good moral reasons amid be unemployed for several mnionths and
be denied unemployment benefits until they return to work and earn ten times
their weekly benefit amount. A person needs assistance when they are tin-
employed and should never be denied benefits If they left their employment
"with good cause" even If the cause was not directly connected with his or her
employment. The states should be allowed to withhold benefits only ip to slx
weeks when a worker leaves his employment voluntarily for good cause.

Also, we would urge your committee to extend the coverage of the Unemploy-
ment Compensation program to cover employers with one or more employees.
There Is little or no Justification to deny an unemployed worker benefits solely,
because he was unfortunate and worked for an employer with only two or three
employees. His financial needs are Just as great when unemployed as a worker
that worked for an employer that had a thousand employees. Hit family can
get Just as hungry, have Just as many doctor bills and yet be fully entitled to
maintain their human dignity as any other worker who Is unfortunately
unemployed.

To supplement the States Unemployment Compensation Program, there should
be established a program of extended federal unemployment compensation bene-
fits. This type of program would provide benefits for long-term unemployment
when plants are closed, automation Is introduced, or a general recession occurs.
A worker, that Is 45 years of age and Is laid off for any reason, most'alwaya wit-
nesses a period of long-term unemployment before securing employment' and 1ik
these Instances this 'type of program of extended federal benefits would be moAtdesirous.

I will ask that the entire letter be printed in the record.
(The letter referred to follows:)

LoUISrANA, AFL-CIO,Baton Rougeo, Judy 1, 1966.
1101). RUSSELL B. LoNo.
(7hairnman, Committee on Finance,
U.S. Senate, Waithingtonr, D.C.

DEAR SENATOR LONG: The Louisiana AFL-CIO, representing 140,000 woilkers
In Loulsiana. respectfully requests that you, as Chairman of the Senate Com-
mittee on Finance, prevail upon your committee to recommend to the U.S. Senate
a good, strong Unemployment Compensation reform bill. The Unemployment
Commpensation reform bill as passed by the House of Representatives is seriously
inadequate and does not get at the heart of the problem of workers In all of the
fifty states on an equal basis of being able to draw unemlployni, nt benefits.

It is our considered Jidgment thit the McCarthy bill .. 1991 does get at the
heart of the problem of Unemployment Compensation benefits and any Unemploy-
nent Compensation reform bill passed by the U.S. Senate should be patterned
after this measure.
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We in Louisiana believe that such a reform bill should set federal minimum
standards particularly in the area of weekly benefit ainounts, eligibility, require.
meant, duration of weekly benefits, disqualifications for benefits, and broader
coverage.

The minimum duration of weekly benefits should be not less than twenty-eight
weeks plus a minimum of twenty-eight weeks of extended Federal Unemployment
Compensation benefits.

The federal standards for maximum weekly benefit amounts should be set at
two-thirds 'the states average weekly wage with the minimum benefits equal to
one-half the workers weekly wage. The average weekly wage in Louisiana is
aproximately $103.50 per week in covered employment. The recent session of the
Louisiana Legislature set the maximum weekly benefit amount at $45.00 per
week effective August 1, 1960. This compares to an average weekly wage in
Louisiana in 1940 of $20.00 per week and the maximum weekly benefit amount of
$18.00 per week. This means the maximum weekly benefit amount received in
1940 was 90% of the average weekly wage in the State as compared to 42% after
August 1, 1906.

_7Federlstandards for uniform disqualification penalties should be established
In any reforn-Ut-employment Compensation Legislation. In Louislana, If an
employee leaves his or her employment for any reason other than "good calle
connected with hfs omploymict" they are disqualified from receiving benefits
until they have returned to work and earned ten times their weekly benefit
amount and then laid off through no fault of their own.

We have had thousands of persons in Louisiana leave their employment for
legitimate and good moral reasons and be unemployed for several months and be
denied unemployment benefits until they return to work and earn ten times their
weekly benefit amount. A person needs assistance when they are unemployed
and should never be denied benefits if they left their employment "with good
cause" even if the cause was not directly connected with his or her employment.
The states should be allowed to withhold benefits only up to six weeks when a
worker leaves his employment voluntarily for good cause.

Also, we would urge your committee to extend the coverage of the Unemploy-
mnent Compensation program to cover employers with one or more employees.
There is little or no Justification to deny an unemployed worker benefits solely
because he was unfortunate and worked for an employer with only two or three
employees. His financial needs are Just as great when unemployed as a worker
that worked for an employer that had a thousand employees. Is family can get
Just as hungry, have Just as many doctor bills and yet be fully entitled to main-
tain their human dignity as any other worker who is unfortunately unemployed.
. To supplement the States Unemployment Compensation Program, there should

be established a program of extended federal unemployment compensation bene-
fits. This type of program would provide benefits for long-term unemployment
when plants are closed, automation is introduced, or a general recession occurs.
A worker, that is 45 years of age and is laid off for any reason, most always wit-
nesses a period of long-term unemployment before securing employment and in
these instances this type of program of extended federal benefits would be most
desirous.

We. in the Louisiana Al~r-CIO, hope that you and the other members of the
Senate Committee on Finance will merge the House passed hill with S. 1991 and
report to the Senate a reform bill that will provide the unemployed worker with
a guarantee that his economic needs will be cared for during periods of unemploy-
ment, regardless of which State he lives in, whether it be in the North, South,
East or Western part of this great Nation.

Your consideration of this matter will be deeply appreciated. You are further
requested to insert the contents of this letter in the printed record of the Coni-
mittee hearings.

With kind personal regards and best wishes, we are,
Respectfully,

VbMOR Bussm,
President t.

E.J3. Bouno. Sr.,
Secretary.Treasurer.

The COAIRMAN. In addition to that here is a letter from I. W. Abel
on behalf of the Tniited Steelworkers of America; a statement, from the
Communications Workers of America signed by their president,
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Joseph A. Beirne; and Mr. J. F. Friedrick, president of the Milwaukee
County Labor Council, AFL,-CIO; in addition to that here is a letter
from the Oklthoma State AFL-CIO, stating its position.

(The letters referred to follow:)
UNITED STiEELWORKERS Or AMERICA,

JiSsburgh, Pa., July 22, 1066.
HOn. RUMSE.L, B. LONG,Chairman, Nalate Vtonmitte on Pittance,
U.S. Senate, Washington, D.,.

DFAR SENATOR LONG: revision of the unemployment compensation system has
been a long-range objective of the labor movement. The system has been In
operation smino tile early VS3O's without any major changes. Such a fact does
not nuessiily attest to Its perfe tion.

As a matter of fact, we in the labor movement have been urging various
amendmilents which would establish minimum Federal standards on the opera-
tion of the state administ ered systems.

Too long have the states bargained away their state systems for the dubious
advantage of piriating industrial plants. Actually, the direct impact of this
kind of competition leaves the working man without any protection and the
state with marginal eml)loyers.

Our Uno, views the Iiouse-passed bill as completely devoid of any realistic
provision to inaugurate a program of Federal standards. In particular, there
are no standards on benefit payments or eligibility disqualifications. Even the
ICESA accepted the principle of a Federal percentage standard oni benefits
(although the 50-50 formula is below our exlctatlons in that It limits the num-
ber of unemployed workers who could obtain 50 percent of their average weekly
Wages). Any unemployment (.onpensation bill without a standard on benefits
would fall far short of what labor could reaosnably support.

Furthermore, tile Administration's provision on the extension of benefits after
the exhaustion of state benefits adapts the system to the modern-day realities of
long-term situations of Individual unemployment, whether there Is an economic
recesslon or not. The House-passed version barely approaches this concept.

Our deep disappointment with the House version evolves out of our shock In
realizing what is not iI the bill. Certainly the extension of coverage to new em-
ployees and correction of henefits for seamen are good features. But they are
appended to a skeleton-which, like all skeletons, should be left in tle closet.

Our Union hopefully anticipates more favorable treatment from the Senate
Committee on Finance, under a Chairman to whom the concept of income mainte-
nance in times of distress is no strange notion.

Sincerely yours, ' I. W. AnzL, ProstIdtont.

COMMUNICATIONS WORKERS OF AMERICA,
Washington, D.C., July 22, 1066.

Hon. RUSSL, B. LONG,
Chairman. Senate Finmawe Committee,
Senate Ofoo Building, Washington, D.C.

DEAR MR. CHAIRMAN: On July 21, 19016, AFL-O1( President George Meany
presented tile views of labor on the need for Improving the federal-state unmnl-
ployment insurance system, before the Senate Finance Committee.

While the Communications Workers of America fully supports the testimony
given by Mr. Meany, I would be remiss In my obligation and responsibility to the
over 400.00( workers whom I am privileged to represent were I to forego the
ol)portunlty to apprise the committee of our thinking on this Ilmortant issue of
the day.

More than a quarter of a century has elapsed since our Federal-State Unem-
ployment 0omensation system was born. Unfortunately, the system has fallen
short of many of the original purposes and functions for which it was originally
Intended.

The basic Iurpose of our Unemployment Compensttion system was to provide
for human need against the ravages of unemployment, and also, to form a first
line of defense against economic chaos by providing purchasing power to unem-
ployed wokers and their families. These are most worthy and noble objectives.

But under the present system, far too many American workers are excluded
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from the benefits of the -various Unemployment Compensation laws. Among
these, millions who are denied protection are government workers, domestic work-
ers, farm Workers, many categories of workers in the service trades, and those
who work for small employers.

It is undeniable that the pangs of unemployment apply just as severely and
bitterly to these unprotected workers as to those who are now covered by the Un-
employment Compensation laws. Simple justice demands that all workers be
given the benefit of existing law.

Unemployment Compensation laws are as varied as the number of states. The
weekly benefits are different state by state; the duration periods run the gamut;
and eligibility and disqualifications present a crazy-quilt pattern of differences
and complexities.

Experience over the years indicates that the weaknesses of the Unemployment
System cannot 'be reformed by action of the various states. Experience dictates
that if the System is to fulfill its originally intended purpose; if desperately
needed reform and uniformity are to be achieved, it is necessary that the United
States Congress provide uniform minimum standards to be applicable to the
entire country.

H.R. 15119, a token measure passed by the House, does not get to the roots of
the problems. It is an unsatisfactory bill.

On the other hand, S. 1991 approaches reforms in a fashion that centers on
the real problems.

The Senate bill calls for needed reforms of broader coverage, fair weekly
benefits, adjustment benefits for long-term unemployment, uniform disqualifica-
tion penalties and modernized financing.

The Communications Workers of America wholeheartedly endorses S. 1991,
and respectfully urges the Senate Finance Committee to report this bill for
Senate floor action.

Passage of S. 1991 will make a wholesome contribution to our economy and to
the health and well-being of unemployed workers and their dependent families.

In conclusion, Mr. Chairman, I respectfully request that this letter be made a
part of the official record of the Senate Finance Committee's hearings on Un-
employment Compensation reforms.

Sincerely,
JOsEPH A. BEIRNE, President.

STATEMENT OF J. F. FaIEDRICK, PRESIDENT, MIILWAUKEE COUNTY LABOR COUNCIL
AFL-CIO

The Milwaukee County Labor Council AFL-CIO, representing some 200 local
unions with a combined membership of 125,000 working men and women, at its
meeting on July 20th, 1966 voted to support Bill S. 1991.

This action was taken because the delegates to the Council are convinced that
improvement in Unemployment Compensation to meet modern day conditions is a
matter of great necessity and that such improvement can best be obtained
through a revision of the minimum standards prescribed in the Social Security
Act.

We in Wisconsin are proud of the fact that our state legislature passed an Un-
employment Compensation Act in 1932. We also recognize, however, that other
states followed largely because of the enactment of the Social Security Act by
Congress. The Congress did in that Act provide for certain minimum standards
which state acts had to meet in order to be entitled to the offset of the federal
payroll tax. So there is no fundamental issue involved In a change of these
minimum standards to meet conditions which have occurred during the past
30 years.

Some states have valiantly tried to keep abreast with these changes, while
other states have done very little outside of what they had to do to meet federal
standards.
; The sad fact is that some states have failed to keep pace with changing condi-

tions with the deliberate intention of using their low standards and accompany-
ing low payroll taxes as a means of a competitive advantage in their campaigns
to attract industry.

We believe that with the great mobility of labor and the even greater mobility
of the products of labor, competition for industry is unfair competition if it is
based not on what is fair to meet the needs of people but rather on how little can
we get by with.
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In our opinion fair competition must be based on a fair and equal response to
the needs of people. We, therefore, believe that minimum standards for benefits
must be applied. We favor a system of tying benefits to a 50 per cent rate of
earnings and alpJusting the maximum ,periodically (at least yearly) to two-
thirds of a state s average weekly wage so that a majority of workers can attain
an amount equal to one-half of their earnings. Under present conditions, even
in our state, which has a semi-annual adjustment of the maximum on a 521/Z
per cent rate -of average wages, a very large number of our workers get benefits
which are far less than haff of their earnings.

The maximum duration in our state (tied to number of weeks' employment
in the past year) is 34 weeks yet many of our workers exhaust their benefit
eligibility while still unemployed. We, therefore, favor extended federal U.C.
benefits.

We further favor a more realistic basis for contributions to the unemployment
compensation fund. Surely the basis of $3,000 established in the late 1930's
is woefully inadequate now and is one of the main causes of resistance to more
adequate benefit standards.

We also favor broader coverage. In our state employers of four or more
employees are covered. Over the years we have tried to broaden this coverage
but have been unsuccessful. There is in our opinion no valid reason why all
employees should not'be covered.

In conclusion, we are of the opinion that since Unemployment Compensation
Legislation came into being as a federal-state cooperating system, by means of
federal legislation, the improvement of standards and the extension of federal
contributions by further federal legislation does not destroy but rather enhances
federal-state cooperation and will improve the whole Unemployment Compensa-
tion system.

We urge passage of S. 4991.

OKtAHOMA STATE AFL-CIO,
Oklahoma City, Okla., July 21, 1966.

Ilon. RUSSELL LONo,
Chairman Senate Finance Committee,
Senate Offlce Building,
lWashington, D.C.

PROPOSED FEDERAL LEGISLATION: H.R. 8282 AND S. 1991

DEAR SENATOR LONG :. The Labor Movement in Oklahoma is very much inter-
ested in the Unemployment Compensation Act and the proposed changes to
update this piece of legislation.

We are enclosing a copy of the summary of this Act, hoping that Congress will
act upon these changes in the interest of the working men and women In our
nation. It is highly important thatbenefit standards of states are enacted in
Federal Legislation so that benefits will be standardized throughout the United
States.

We are taking the liberty of enclosing the provisions and effective dates of
H.R. 8282 and S. 1991. Please read :this letter and proposed legislation into
the record of the Senate hearings on this Act.

We are also enclosing a pamphlet entitled "Program of Progress for Okla-
homa"; which was adopted in Convention, January 28 & 29, 1966, which points
out under increased Unemployment Insurance to raise the benefits to 66%v.%
of the average weekly wage.

Respectfully Submitted.
AmVA H. HOLLINGSWORTH,

President.
JACK ODoM,

Executive Vice President.
flslENrr L, Lixas,/Secretary-Treasurer.

65-992-06-38
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TABLm I.-Stmnmary of proposed Federal legiekatlon in H,R. 8282 and S. 1991

Provision 11ff eotive date
Federal grants to States whose benefit costs exeed For 1966 and ensuing years.

2 percent of total State wages ir covered em-
ployment. Grants to equal % of benefit cost in
excess of 2 percent.

Federal extended benefits (after 26 weeks of State July 1, 1966.
benefits) to workers employed % or more of
3 prior years. Limited to 26 weeks each 3
years.

Raised Federal unemployment Tax by 0.15 to 0.55. Do.
Extended coverage to--(1) employers of one or'

more, (2) more employers of nonprofit orga-|
nizations, (3) farm workers on farms using
300 or more man-days of farm labor in a( Jan. 1, 1967.
quarter, (4) agricultural processing workers,
and (5) commission agents. J

Raise taxable wage maximum from $3,000 to-
$5,600 ------------------------------- Jan. 1, 1967.
$6,600 ------------------------------- Jan. 1, 1971.

Benefit standards for States-
(1) Qualifying requirement not to exceed 20

weeks of work (or 1Y2 quarters of
wages).

(2) Weekly benefits at least half of average
wage-up to benefit maximum (or. 1/26
quarters).

(3) Disqualifications, except for fraud, labor
dispute, and crimes, not to exceed 6
weeks postponement of benefits.

(4) Duratlon of 26 weeks ----------------
45) Maximum weekly benefit amount to

equal following percentage of the aver-
age weekly covered wages:

50 percent ..............
60 percent ------------------------
66% percent

Beneft years beginning oti-
July 1, 1967.

Do.

Do.

Do.

Do.
Do.
Do.

(OKLAHOMA STATE AFL-CIO---PRoGRAM OF PnOGRESS FOR OKLAHOMA AND YOU

1. PROPOSED CHANGES IN WORKMEN'S COMPENSATION

A. Raise the maximum temporary total from $40 per week to 66% of the in-
,ured worker's weekly wage.

B. Extend benefits of disability duration with unlimited medical expense from
1500 weeks to 750 weeks.

I C. Increase the $13,5)00 death limitation to $20,000 and add for widow and
,one dependent the amount of $5,000; $2,500 for second dependent; $2,500 for third
dependent; four or more dependents, the total benefit would be $32,000. Extend
the age limit for benefits to children to 21 years.

D. Number of weeks for which compensation is payable for certain scheduled
injuries. Increase coverage for hernia from 14 to 20 weeks.

E. Permit worker freedom of choice of qualified physician.
F. Require rehabilitation division within the Industrial Court.
G. Provide full compensation for rehabilitation up to 52 weeks.
H. Make employer or carrier liable for attorney's fees when employee has to

,obtain legal counsel to collect benefits.
I. Require workmen's compensation coverage for all employees.
J. Require full pay reinstatement for employees discharged for filing a com-

pensatlon claim. Make employer liable to $1,000 for discrimination against em-
ployee for filing a claim.

K. Repeal House Bill No. 1063, whereby a $5 per case filing fee is required by
the Industrial Court for filing an industrial claim.

L. Full coverage for occupational disease under workmen's compensation.
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M. Waiting period shall be no more than three days with retroactive benefits
to first days of injury.

2. INCREASE UNEMPLOYMENT INSURANCE

A. Raise the maximum benefit from $32 per week to 66% of the employee's
average weekly wage with a maximum of 66% of the State average weekly wage.

B. Add additional $2 per dependent up to four dependents.
C. Quality workers unemployed from labor disputes to draw benefits when

production or operation is resumed.
D. Earn as much as $20.00 before unemployment benefits would be effected.

3. FAIR LABOR STANDARDS ACT

A. Provide for a state minimum wage of at least $1.25 per hour.
B. Establish maximum hours of work week and require overtime pay for

overtime work.
C. Elimination of present existing exemptions under the minimum wage law.
D. Repeal existing laws not compatible with Equal Opportunities Act.
11. Strive to raise appropriation to State Department of Labor to implement

this program.
4. IMPROVED ELECTION LAWS

A. To get a bill passed for all working people to have time off to vote without
loss of wages.

B. To get the time off in the A.M
0. A bill to require the approval of ballot title before a petition is circulated,
D. A bill for registrars at large.
E. All electionlaws unifQrm In all counties.

5. TAJFr-HARTLEY ACT

Taft-Hartley Act permits states to pass right-to-work legislation (14.B). Okla-
boma State AFL-CIO is opposed to any form of action that will permit the
State to enact a right-to-work law by a Statutory Act or Referendum Petition.

8. JUDICIAL, SYSTEM

A. Court on the Judiciary.
B.ZEliminate all JP jQgrts.
C. Eliminating fee sy'ast eM in all Courts where the amount of fine or fee deter-

mines the salary of the Judge.
D. We recommend all Judges being elected by a popular vote of the citizens ot

the State of Oklahoma.

7. A STATE LABOR RELATIONS ACT

A. A state Labor Relations Act to protect all workers not covered bg the Na-
tional Labor Relations Act. Guaranteeing them the right to organize and the
right of representation by Union of their choosing; setting ip procedure similar
to those in the NationalIabu,,Relitions Act as administered by the NLRB.

8. REvISE OKLAHOMA TAX LAWS

A. Close existing loopholes in Oklahoma tax structures.
B. Require corporations, utilities, oil and gas companies to pay their share

of taxes.
C. Defeat any sales tax proposals, national, state or city.
1). Urge the enactment of Legislation placing a tax on natural gas at the well-

head as this is a natural resource of Oklahoma aid 90% of the gas produced in
the state leaves the borders to be consumed outside of its boundaries.

E. Pass Legislation permitting the State to use monies on unclaimed property
after twenty years.

F. All shopping centers and business districts now who are exempted from
paying ad valorem taxes on forth acres or more tracts pay their fair share of;taxes.
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9. XMPROynV0E~~ AN RKMNTBY 90"

A. Increase minimum salary for teachers.
B. Provide Job security for teachers through tenure law.
C. Reduce size of classrooms to maximum twenty-five *iupils per class.
D. Provide better equipment and more facilities.,,
E. Support a free text ,bok program.
F. Support consolidation of schools where the present fallitles and curriculum

are out dated. H E Oi0. HIGHER EDUcA&TIOx",. ,

A. Work for the establishment of a dentistry school in Oklahoma.
B. Urge the Legislature to make available more four year colleges and

universities.
C. Promote Legislation to make available the facilities for more two year

colleges whereby low Income families wotid have the opportunity of sending
their children to college, permitting them to live at home and commute to school.

Senator DOUGLAS. Mr. Chairman, I -would like to remark!that, rep-
resentatives of organized, labor have tried tW expeditetho letfingg by
making their personal appearances here as few as possible, and having
only two or three men speak, with the remainder filing their state-
ments.

The CHAIRMAN. Yes. May I say that I in pleased to bear all the
witnesses who ask to be heard. Most of themwexe State adminis-
tra0rs :and management witnesses, but I tlik it iS &ir: to point out
that there are a great number pf people repreonted who have'decided
to settle for one witness, Mr. Meany, to speak for their organization
when, in fact, they represent great numbers of people.

Here is a letter from. Lee W. Minton, international president of
Glass Bottle Blowers Association, which I would, ask: to be printed
in the record; another is Mr. Jerry Wurf, international president,
American Federation of State, County & Municipal Employees, AFL-
CIO, which I will ask to be rinteI in the record; here is another
letter from the United Transport Service Employees, Mr. George P.
Sabattie, president, and, incidentally a copy was sent to SenitorPaul
Douglas and Senator Everett Dirksen of Illinois and I will 'isk that
that be printed in the record; here is statement by Mr. Ed S. Miller,
president of the Hotel and Restaurant Employees and Bartenders
International Union, which is generally in support of S. 1991 intro-
duced by Senator McCarthy and others.

.I have read these leaders and I would urge all members bf thecom-
mittee'tlhatthey should do so;.

Here is one from the Loijsville Central Labor C0mfiil sigpedby:
Mr. Herbert L. Segal; and finally here is one from the Los Angeles
County Federation of Labor, AFL-CIO, and this one is signed by
Mr. W. J. Bassett.... ,

(The letters referred to follow:)
GLA&so BoTTLq BLowERs' AssociATjIN,

OF THE IUNIftD STATES AND'CANADA,-

/lon. RussEm. B. LoNG,
Oiharnan, Finance ()ommittee, Senate Ob~tco uii1dMiWq.?alnaton, b.C.

DEAR Ma. CHAIRMAN: Members of the Glass Bottle Blowers Aasn. (AFL-CIO.)
know from long, practical experience the need for a strong Unemployment Com-
pensation reform bill, with federal minimum standards,;,, ,,'-, , :, t,,4 , ' i

While blessed with an above-average level of Job stability in our industries,:
we have seen in a number of instances when we have had plant shutdowns in
various states the grlaring weakness of the hodgepodge system of Jobless Insurance
as administered in the several states.
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I respectfully urge your Oommittee: to give thoughtful and favorable consider-

ation to the McCarth Bill (S. 199I), which -i believe you will agree would
correct present "Inequities and pave the way for an enlightened unemployment
compensation system to serve the nation in the years ahead. , ' I i I

It is vitally important that any bill enacted by the Congress establish uniform
federal standards for weekly benefits'and for the duration of paymntoof benefits,
plus a minimum of 26 weeks of extended federal jobless payments.

On behalf of 70,000 members of our organization employed In 40 states, I urge
the Senate Finance Committee to offer to the Senate sund, progresve legis-
lation, along the lines of the McCarthy Bill, to assure meaningful, long-needed
reform in our unemployment compensation system'.

Sincerely yours,
LrA W. Mxwror,

Interest tona! President.

AMFRUOAN F3D xoATt or STATZ, CouNT,;
AND MUNICIPAL EMPLOYY B,

Wask#"itos, LD.Ci, r, y 28, 1966.
Hon. RussLL B. LONG,
Chairman, Oonmmttee on Finance,
U.S. Senate, Wask4ngton, D.O.

MY DEAs SENAT OR LoNQ: This letter pertai"ls to the subject matter of the
hearing currently being conducted by the Senate FMnanc& Commlttee on S. 1091.

On behalf of the 300,000 members of our organization located in almost 1,500
communities, I want to tell you of our position on this bll. My statement is a
reflection of an endorsement of the bill made by the delegates to our recently-
conducted bienniall convention which happens to have been held in Washington
just two months ago. You may recall that we provided you and other members
of the Congress with a copy of that resolution.

We are vitally interested in this partlcular piece, of legislation, not only be-
cause It will provide some long-needed standards, but also because of two addi-
tional reasons: the first is that It wilt provide, for the first time, application of
the unemployment compensation laws to some pemns in our jurisdiction who
have heretofore been deprived of such coverage--employees In non-profit lnstitu-
tions, I speak especially for the low-paid non-academic college employee and
the horribly exploited hospital worker. These poorly paid lmee are, least of
all able to, do without unemployraent compensation; it will be a marvelous boon
for the Congress now to certify their beig covered in the future.

Our additional interest goes tW another aspect of the proposed legislation, that
of raising the tax base. Many 0! our people akre employed by the various unem-
ployment compensation, offices in the various Mates; their capacity to receive
even minimum raises-and they are needed-rests largely upon funds being
made available for these, purpose& aising the tax bas& will help to alleviate
their pliglit . . ...

We urge favorable consideration of this legislation- by your Commlttee;
I should appreciate vere much this letter being made a part of the record of

the (kmmkttees hearing on thie matter.
Sincerely yours, .... W V

I.ternationi, President.

+ " , UNITED TRNSPONI SZRVIOU IiMPIOYEEBS,

Chicago, In., JuIV 82, 1966.
Hon. Bussoz* B. Loma,
Chairman, Committee on Finanoe,
U.S. S otatei
Washington, D.A.

DEAa Sm: In order to protect the unemployed workers and their families
throughout the United States, it Is urgent and necessary'to make reforms to
establish mliimum Federal standards In the Nation's unemployment compensa-

-With' the iapid changes in automation and tecmbiogy', and the moving of
industries from one section of the country to another, it has created many new
problems for the workers and their families.



588 UNEMPLOYMENT INSURANCE AMENDMENTS OF 19 6 6

Unemployment benefits are the main source of support when the family's bread-
winner becomes unemployed. We have discovered that in most States unemploy-
ment benefits are totally inadequate and only last for a short period of time thus
creating hardships on the unemployed worker and his family.

President Johnson has proposed to Congress several amendments to the law
to restore the original principles of job insurance protection. These changes are
embodied in H.R. 8282 introduced by Congressman Wilbur Mills, chairman of
the Ways and Means Committee. In the Senate a companion bill S. 1991 was
Introduced by Senator Eugene McCarthy and 15 other Senators.

These bills have the full suport of the AFL-CIO and they would extend cover-
age to 5 million workers not now protected under the law, Including small
establishments with one or more employees in number and benefit institutions
such as hospitals, universities, etc. With these additions, unemployment in-
surance would cover approximately 85% of all wage and salaried workers.

Adjustments must be made to increase benefits for long-term unemployed
workers in those States where unemployment compensation has run out before
the unemployed workers can find employment. ,

It Is vitally important that the Senate pass a good, strong unemployment com-
pensation reform bll with Federal minimum standards.

Due to the present State laws the unemployed members of this organization
suffer severely throughout the country and especially in the Southern States
and those other States where the law provides inadequate employment com-
pensation benefits.

I respectfully request that this letter be printed in the record of committee
hearings.Very truly yours,

vy tl y , GEORGE P. SABATTIE,
President.

STATEMENT OF ED S. MILLER, GENERAL PRESIDENT, ,HOTEL & 'RESTAURANT EM-
PLOYEES AND BARTENDERS INTERNATIONAL UNION

My name is Ed. S. Miller. I am a resident of Cincinnati, Ohio, where I have
the honor of serving as General President of the Hotel and Restaurant Employees
and Bartenders International Union, an organization now in Its 75th year and
representing almost 500,000 workers in the mass feeding and lodging industry.

I wish to place in your record emphatic endorsement of S. 1991, a bill proposed
by Senator McCarthy and a number of his colleagues with the object of bringing
up to date this country's unemployment compensation law by enacting reforms
which will permit it to fulfill the purposes that law was Intended to achieve:
namely, to provide an effective "cushion" to protect both the family and the
national economy from the traumatic shock of lost wages during periods of un-
employment.

You will understand our concern In this matter when I point out to you four
characteristics of the mass feeding and housing industry--in which, by the
way, we include not only hotels and restaurants;- but'a wide range of other
establishments from logging camps and n-plant cafeterias to hospitals and
other institutional kitchen and housekeeping operations-which cry out for the
adoption of the proposed reforms. These Include:

(1) The lowest average hourly wage rates listed each month by the Depart-
ment of Labor's table of earnings for some 300 categories of employment.

(2) Hundreds of thousands of employees not now reached by existing law,
such as those in tens of thousands of small enterprises with three or fewer
employees, and the mounting numbers employed In such expanding breaches of
the industry as nonprofit hospitals and colleges.

(3) An extraordinarily high rate of business mortality in precisely those same
small units which are characteristically marginal in their financing.

(4) A special vulnerability to the dramatic changes occurring through 'urban
renewal's demolition of core area structures which once housed hotels and
restaurants serving downtown patrons in dozens of cities.

A fourth source of concern is the plague of' plant piracy, occurring sis state
governments heat up their competition as raiders of 'the qconomies of their sister
states. Those runaway plants, if they did not have employee cafeterias on
the premises, usually afforded a major source of lunch, supper and often break-
fast customers to small restaurants in their neighborhoods.



UNEMPLOYMENT INSURANCE AMENDMENTS OF 1966 589i

The men and women our union represents, as well as a couple of million.
more who have no one to plead their cause, may for these reasons be seen to be
among the Innocent victims of the present law's serious inadequacies.

Our people are victimized In these ways:
Since unemployment compensation is based on the worker's weekly wage, It's-

perfectly clear that a person who gets very low wages draws very low benefits
Indeed. Average wages in eating and drinking places are now about $1.35 an.
hour, In hotels and motels $1.40--and those are average, mind you. Wages of
a dollar or less are commonplace in an industry which demands of many that
they subsist on gratuities.

But there are also many working in the industry who get no tips whose wages
are well below even today's $1.25 minimum.S. 1991 would set a federal standard of unemployment compensation gradually
rising to a maximum of two-thirds of the state's average weekly wage, with a
minimum of one-half the worker's own weekly wage. The need for this federal
standard is clear when you consider the crazy-quilt pattern of present standards.
Most workers, If they are covered at all now qualify for less than half of their
lost wages when out of work through no fault of their own, and in some states
they qualify for as little as 20 or 25 percent. Even under the more generous
proposal In S. 1991, it doesn't take much Imagination to understand that half
of a lost weekly wage of $40 or $50 is mighty thin "cushion" to soften the shock
of being out of work. It's tough on the jobless family, and is bound to be tough
on the corner grocer if very many families iii the neighborhood are so
ill-protected.

Another way our people are victimized is that many thousands aren't covered
at all. I speak of two groups in particular: those working In the small establish-
ments, which far outnumber the large ones, and are characteristic of the indus-
try particularly In the small towns which dot the states you represent; and those
working In non-profit institutions. The present personnel crisis in the nation's
health services are brought on not alone by the horse-and-buggy pay scales
available to those who serve it. The fact that so many are on the outside looking
in when It comes to, such federal protections as unemployment compensation
and minimum wage benefits Is definitely a part of this gloomy picture.

It is grim, unpleasant truth that these people who are most in need of the bene-
ficial effects intended by those who framed both the Unemployment Compen-
sation Act and the Fair Labor Standards Act have in fact been exempted from
both. It Is encouraging to know that the Senate will presently attempt to elimi-
nate the second of these discriminations with pending amendments-to the wage-
hour law now, being considered by the Senate Labor Committee. I hope this
committee will take the steps needed to wipe away the first by broadening cover-
age of our unemployment compensation system to the 5 million workers con-
templated In S. 1991.

Our people are further victimized by the Inadequacies of the present statute
because so many of them find themselves In need. even of the pittance now pro-
vided low-wage earners In most states, because of the vulnerability of the places
where they work to the processes of economic'hange. Scan any'big city-news-
paper's classified columns under the heading of "Business Opportunities" and'
you will find almost'any day dozens of bars and restaurants offered for sale.
Study the bankruptcy notices and you'll find others on the rocks. The mortality
of such small enterprises Is notorious, and ofcourse when those places die, jobs
die with them.

The same unhappy results follow with Increasing prevalence as real estate
operators in urban centers buy once-proud hotels--like the Astor and the Plaza
In New York-now demolfshtd to make way for office buildings. Or when, in
keeping with our headlong efforts to cope with urban blight and clotted traffic
arteries, we send urban renewal's headache balls crashing into structures In,
core areas, destroying restaurant jobs along with the buildings.

In one block of my home town of Cincinnati in recent months seven restaurants
have been swept away, Some have relocated, some have simply expired, with-
a net loss of not fewer than 50 jobs. And this is only a start.

Several more blocks In the area are slated for destruction, at'no one knows:
what net cost in steady employment.

I have no figures on the cost in lost jobs growing out of the competition be-
tween the states for payrolls of Industrial plants, but the pressures are mounting
and the plants are on the move. Cincinnati has lost a minimum of 2,000 jobs In
the last three or four years'due to the hiovement of such firms as Adler Socks and
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Baldwin Piano to other placesI Closing those, operation1,S not only meant unem-
ployment for those' directly concerned, but for the small businesses in their
neighborhoods dependent on those workers customers.

Clearly, it is the intent of Vnemploymeit insurancee to take up the slack
temporarily in order to tide over not only the families concerned,, but the com,-
munitles as well. If the law isn't changed now to provide meaningful protection,
the Congress will only compound the problem.

The desperate current needs i§ adjustment in schedules to assist the long-term
unemployed--those who remain out of work after present benefits have expired
uder various state systems. Those particularly affected are, people put qn the

:street through closings and automation and' plant transfers-not to mention any
community hit by such sharp economic changes as brought about by the closing
,down of a factory in a one-industry town, or any large area suffering the conse-
-quences of regional recession.

In many respects the jobless pay system was a better program in the 1930's,
when it began, than it is now. Today, in every state, the maximum weekly
benefit Is smaller, relative to wages, than it was in 1939. Only Hawaii has
reached the benefit level long recommended to the states by Republcan and
Democratic administrations alike. In some states restrictions on qualifying for
benefits have been so severely tightened-that they continue indefinitely regardless
of the worker's readiness to work or his search for a Job. Clearly, gentlemen,
the hour is at hand for fixing the reasonable federal standards S. 1991 would
establish.

As a result of the serious shortcomings of the present statute, and of the
-shameful variations from state to state In coverage, benefits and eligibility, the
figures show that only one of every two jobless persons receives any, benefits at
.all and that only one out of every five dollars of wages lost, through unemploy-

ment is replaced in the family budgets of this nation.
That means our celebrated "economic cushion" only goes, today, 20 percent of

the way toward keeping our interdependent economy the affluent society we like
to think it to be. Basic reform is long overdue if jobless benefits are to be re-
stored to the place they should occupy as this country's firstline of defense against
both current unemployment and recession. We're now in the 66th month of an
altogether unprecedented economic boom. Here and, there a few cloud are ap,
'pearing on the horizon, some no bigger than a man's hand. It seems tome that
prudence requires that those reforms. be enacted now-the, time, to fix the roof is
:when the sun is shining.

LoUsvILLE, KY., JUlY 2 , 1966r.
'lion. RUSSELL B. LONG,
4ehairman, Committee on Finance,
U.S. Senate,
Washington, D.C.

DIAB SENATOR LONG: I am writing you on behalf of the Louisville Central
Labor Council. Louisville, Kentucky and on behalf of the many wage- earners
:in our community who are, affected by legislation pending before your committeee
with reference to reforms in the unemployment compensation law. •

I request that this letter be printed in the record of Committee hearings.
The problems confronting many people in the salaried labor field when they

face the misfortune of unemployment are manifold in our area, which I, suspect
is fairly typical of most areas in this country. We have been particularly con-
cerned with the following problems:

(1) The length of time for which benefits are paid to an unemployed person is
many situations has proved to be much too short. This area, on occasions, has
been designated as a depressed area and many hard working, conscientious people
who have become unemployed through no fault of their own have not been able
to find new employment within the time for which unemployment benefits are
allowed. It is our understanding that a very slight increase in the tax affecting
-unemployment benefits would allow a substantially longer benefit period and this
certainly should be done.

(2) We have constantly faced the problem of deserving wage earners who have
'become unemployed and have discovered that they are not eligible for unem-
ployment benefits, farm laborers, agricultural processing workers and certain
,employees of non-profit organizations and employees of small establishments
vith fewer than four employees. To the unemployed person, these distinc-

tions as to the nature of his employment or the category of his employer make
very little rhyme or reason when he finds that he is not eligible for unemploy-
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meant benefits until he can find new employment. If at one time there was a valid
reason for distinguishing certain types of, employment, it is our experience that
the. reasons no longer exist. Certainly the burden of the very modest tax for a
small en ployer must be equated wIth the benefit 'to the employee of that small
employer. who finds himself Without work but with all of the, financial responsi-
bilities of maintaining himself and his family. The amount of benefits paid to
an unemployed person obviously Is not sufficient to meet even bare existence
needs. We are aware that these benefits have Increased throughout the years,
but unfortunately the increase in benefits has jagged far behind the increase of
the costs 'of basic necessities of life, food, clothing and shelter, and provisions
should be made 'to, bring the benefits more realistically in line with actual costs.
(3) We hIve had acontinual problem, which we feel results from a basic

defect In legislation of interpretation and application 6f eligibility rules. We
feel that the time has arrived when'the eligibility and disqualification rules
should be re-examined and re-defined. Particularly, we are concerned with
the "availability requirement rule". "It 'is our experience that the application
of present. rules lacks uniformity'aid results In many discriminatory holdings.
Registration and' availability for suitable work should be the standard for
eligibility and the rules concerning availability should be clearly defined by the
Legislature.

Thank you for the consideration of our' opinions and recommendations and we
feel confident that the concerted effort of the Senate'Committee and the Senate
and House will result in legislation which will be more beneficial and meaningful
to the working man. .'

Very truly yours,
HEuBp=T L. SEoAL,

Attorney for Greater Louisville Central Labor Council.

Los AlGELS COUNTY FIFRATION oy LABon, AFL-CIO,
Los Angeles, Calif., July 22,1966.

Hon. RussELL L. LONG,
Ohairma*, Semte Comnittee on Finance,.
Senate Ofme Building,
Washt gton, D.C. . .. . .......

DrA& Ma. LoxG: The Los Angeles County Federation of Labor, AFL-CIO, in,
behalf of the.500,00 members of its affiliated local unions, urge the Senate F'i-
nance 'Committee to give. complete support to Senate Bill 1991 as it is presently
constituted, without amendment.
I It Is very necessary that minimal Federal standards be established in the

field of unemployment compensation for the following reasons:

COVERAGE

The, System .s frequeitlycriticized because of Its failure to protect those who-
earn thq least, who ave the most vulnerable to unemployment and hence most
quickly thrown Into poverty If they lose their jobs. This is not an'attribute of
the System Itself but, of ourfailure to moveit out 6f the selective coverage with,
which it began its existence, Into one of more universal coverage.

Only when all -workers mentioned in- the bill are covered' will'the preventive
wall against poverty due tb temporary joblessness be complete'..'

bENEFIT LEVELS

Our economy Is based on the workers' willingness to make long tern expendi-
ture commitmbmts In-ternis of such-essentials as'the mortgage on his house or rent-
al levels established by lease, his time payments on an automobile and all other
investments of modern living, his health and other Insurance payments, his
educational obligations to his children, and his taxes.

When he loses his Job, not only his personal economy but his role in the na-
tional economy Is thrown out of kilter unless his replacement income bears a
reasonable relationship to his earnings. . '

It Is not unjust.op unreasonable that legislation be enacted requiring 50 per-
cent of the Individual's ekly wage, thuS'rectifying the situation to that extent.
This is a long overdue step in the right direction.
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DURATION OF BENEFITS

Perhaps the most significant fact to note in this area is the changing eharicter
of unemployment, itself. 'Whenthe Act was framed in 1934 it was assumed that
most unemployment would result from seasonal, factors in production or tempo-
rary dislocations in the market. The role of the worker in this picture Was as-
sumed to be relatively static. After the seasonal or market dislocations had
passed, the Worker would return to his former or similar job. However, in'to-
day's changing technological and economic pattern the causes of unemployment
have changed in ways that create a far greater risk for particular workers of
long term unemployment due to major changes of occupation, skill, or location
that require considerable time for readjtutment.

Thus, the exhaustion of claimants' benefit rights under existing duration re-
strictions of the state laws has become a major factor in creating poverty.

The actual number of claimants exhausting their benefit rights before securing
employment has decreased in recent years, however, they still constitute approxi-
mately one quarter of all beneflciarle3. These people have no choice but to turn
to public assistance if jobs cannot be found.

RThAININO

Closely related to the problem of duration, is the question of whether the unem-
ployed worker can hope to find a job without acquiring a new or different skill.
For a worker displaced by automation, changing skill requirements, or major
shifts in employment distribution, continuous availability may prove an actual
handicap to redeployment if it prevents him from acquiring a new skill through
training or from moving to a new location to seek employment. The bill Would
make a progressive step toward solving this problem by requiring states to pay
regular benefits to unemployed workers while taking training approved by state
agencies.

DISQUALIFTOATION PENALTIES

There is necessity for uniform Federal standards on disqualification penalties
as those contained in the bill in order to prevent unjust, harsh, and unrealistic
penalties as now practiced by some states.

A uniform Federal system of Unemployment Insurance where many states
must function within a single national market is seriously needed. The Federal
Government is the only Jurisdiction which can assure simultaneous updating of
provisions among all the States, thus providing a reasonable standard of ade-
quacy without competitive disadvantage to any one state.

The benefits of uniform Federal regulation are not confined to workers.
Employers will share equally through protection to their own work force and
their own competitive position. It is the surest way to maintain the market
on which their prosperity depe.ds.

Respectfully your,
W. J. BAssETr, SecretarV.

The CHArRMAN. A number of these letters, like the one from Louisi-
ana, advocate not precisely what Mr. Meaney advocated. Some ad-
vocate that we go beyond what S. 1991 would propose and others
advocate some variation from Mr. Meany's statement, but in general
theft do support S. 1991.

enator nTo .May I ask a question, Mr. Chairman?
The CHAIRMAN. Yes.
Senator MoirroN. When do you contemplate the conclusion of the

public hearings?
The CHAIRMAN. Tomorrow.
Senator MORTON. Asuming we do complete them tomorrow, when

would you contemplate that copies of these hearings with these vari-
ous proposals would be available for the committee?

The CHAIRMAN. Senator, I will be glad to make iall these letters
available to you right now.

Senator MORTON. I will get them.
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The CHAIRMAN. We will have the galley proof on the entire hear-
ings by Thursday and the reporter can make available his printed
hearing tomorrow morning and the same thing will be true of Wednes-
day morning, and I wouldhope then that we could commence executive
session on thiis bill'Wednesday, and proceed to start voting on it and,
hopefully, report the bill sometime this week.

ow, our remaining witness, Mr. John F. Nagle, wanted to appear
for the National Federation of the Blind. Mr. Nagle is ill and unable
to be here and the point he has to present in his statement is not of
the nature that other witnesses have already presented, and, therefore,
I would like to ask that our chief counsel, Mr. Tom Vail, read that
statement to us, and that will be our concluding statement for today.

STATEMENT OF JOHN F. NAGLE, CHIEF, WASHINGTON OFFICE,
NATIONAL FEDERATION OF THE BLIND, AS REW BY TOM VAIL,
CHIEF COUNSEL TO THE COMMITTEE ON FINANCE

Mr. VAIL. Mr. Chairman and members of the committee, my name
is John F. N agle. I am clief of the Washington office of the Na-
tional Federation of the Bilid. - My address is 1908 Q Street NW.,
Washington, D.C.Mr. Chairman, recognizing the need to improve and expand the
existing Federal-State unemployment compensation program, the
House of Representatives passed H.R. 15119, a bill intended to provide
better and broader protection against the disastrous consequences of
unemployment upon a workingman and his family, a bill designed to
minimize these consequences.

Presumably, however, Mr. Chairman, the loss of wages resulting
from unemployment is considered a disaster only when it happens to
a physically fit workingman, for, by specific provision of H.R. 15119,
section 104, a facility-a sheltered workshop--cnducted for the pur-
pose of providing a program of remunerative work for individuals
who because of their inpairedphysical or mental capacity cannot be
readily absorbed in thacoinetjtive labor market, and the handicapped
workers employed in such a facility, are specifically and categorically
excluded from the provisions of H.R. 15119.

We ask you und we urge you, Mr. Chairman, to delete this unjust
and discriminatory exclusion from H.R. 15119.

Mr. Chairman, much process has been made in recent years toward
the democratic goal that all men should be and must be judged for
their merits, that they should be and must be considered and judged
as individuals-that they not be prejudged and condemned by false
and derogatory generalizations, that they not be condemned to live
differently because they are physically different.

We who are impaired by blindness share with our sighted fellows
the expectations of equal treatment and full and fair opportunity--
and we have not sat patiently andpassively by while others fought
our battle to make the American dream a reality for handicapped
Americans.

Rather, we have joined together in our common cause, and we have
worked and struggled together-against the disparagements of ig-
norance and the discriminations and denials of. cobwebbed thinking,

593
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against the despair of indifference and the despotism of misguided
bievolence, andmisdirected effort and concern.

And section 104 of H.R. 15119, which would witiihold the benefits
and protection of unemployment comp'onsatioii froax handicapped
workers employed in sheltered workshops--hiS provision, Mr. Chair-
man, represents all of the adverse atitude$ and embodies all of the
adverse forces against which we, blind people, have contended in our
strivings for equality of opportunity to achlove, accolrding to our
ambitions and our abilities, equality of opportunity, too, to share with
our sighted fellows the responsibifity for building a better worll.

Mr. Chairman, are men less than men because they are physically
or mentally impaired 1 ?

Are the needs of individuals for food clothing, and shelter different,
because they arep Pysically or mentally di fforn ti, ,

Do the basic living requirements 6 handimpqped workers einjloyedin sheltered workshops end when their: wages entd?"

What of these people' Mr. Chairman, what are tly to do When ti heir
work runs out and they become unemiployed ?

Are they to turn to their relatives or aid and p)rivat3 .charity, or are
they to apply. for admission to the relief rolls :and ask for publicoharityV

Mr.' Chairman, why is such recourse less degra(ling and less shame-
ful for handicapped workers than for physically fit wmakers?

It is our belief that te6 di gnity of the 'isabled worker, his plight
when employment stops, shoul4 be of just as much cMncern to tho Con-
gres and to the Nation as the dignity and plight of the physically
fit worker when lie becomes unemployed. I
, Unable to secure employment in the regular econoinic pursuits of

the community, the handicapped lierson-wanting to work and able
to work-obtiuins employnient in a sheltered worksliop-aid he goos to
work in a sheltered workshop, not bWcause he cannot be readily ab-
sorb ed in the competitive labor market hby reason of his limited work
capacity resulting fr61n his inmirnent but h0 goes to work in the
sheltered workshop because employers in competitive business and
industry will not Hire him, Will not even give him tl chance to demi-
onstrate the extent to which lie eii function in spite of his impaired
condition. I : '

Mr. Chairman, it'is neither just nor equitable to pendize this handi-
capped individual because of society's failure because of the prejudices
and discriminatory practices of l)usinms anA industrial employers.

It is neither fair nor just to deny this handicapped worker the pro-
tection of unemployment compensation, to exclude hbnm from advall-
tageous legislation intended as a help to laboing men, for this person,
too, is a laboring man even though h6 is p!hysically or mentally ink-
paired, even though he performs his work in a shl.telred workshop.

In conclusion, Mr. Chairman, members of the comnittQe, I would
remind you that unemployment, compensation legislation' represents
the recognition of an enlightened social concept and its t ranslation intoFederallaw.

It is a recognition that men who work have a right to and a need
for Government-provided help when wages ceaso ait'd new work can't
be found.

It is a recognition that mon who work have a right to dignity even
though they are unemployed.
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We ask you to extend this concept of "dignity in unemployment" to
handicapped men and women who work in sheltered workshops.

Again I would remind you, gentlemen, the more than 43,000 handi.
capped workers employed in sheltered workshops are not obliged to
work for their living.

Surely, no one would judge them harshly, no one would condemn
them, if they were to accept dependence upon others as their normal
wiv of life.
But these people have refused the easy and demeaning way, and

are striving for self-sgfllciency and dependence upon themselves.
l'heso impaired workers could remain upon public welfare for all

of their lives, and no one would criticize them for it-but instead,
Ihey choose to earn their own living, to support themselves and their
families from their own efforts.

It is our belief that handicapped workers employe(d in sheltered work-
shops deserve the right, for they certainly have e rned the right, to
he treated as other workers when they are confronted by the catas-
tr(phe of unemployment.
We plead with this committee and the Congress to recognize that

unemployment is a catastropho--whether workers are physically fit
orl)hysically impaired, whether they work in competitive business
and industry or in sheltered workshops.

The catastrophe has nothing to do with workers' physical condition
or with the nature of their employment.
The catastrophe is loss of wages and rapidly multiplying unpaid

bills.
We ask and urge tis committee and tle Congress therefore, to

delete the clauses of section 104 of H.R. 15119, which would deny
unemployment compensation to disabled men and women who work
in sheltered workshops.

The CHAIRMAN. ram going to ask that our staff un(lertake to find
out the reasons why that provision is part of the law and what the
objection would be to deleting it, and how those objections might be
met so that this witness' testimony can be fully considered by the com-
m ittee in executive session.

That concludes the session for today and we will meet again at 9
o'clock tomorrow.

(Whereupon, the conunittee adjourned at 11:20 a.m., to reconvene at
9 a.m., Tuesday, July 26, 1966.)
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TUESDAY, JULY 26, 1966

U.S. SENATE,
COM.1TTEE ON FINANCE,

Washington, D.C.
The committee met, pursuant to recess, at 9 a.m., in room 2221 New

Senate Office Building, Senator Russell B. Long (chairman) presid-
in

Present: Senators Long, Anderson, Douglas, McCarthy, and
Williams.

Also Present: Tom Vail, chief counsel.
The CILAIJIAN. Today we conclude 2 weeks of hearings on revision

of unemployment compensation. We have received oral testimony
from more than 50 witnesses and the committee has received even
more u ritten statements in lieu of a personal appearance.

The information developed at these hearings will aid the committee
in its executive consideration of the unemployment compensation
amendments when it begins to work on the markup tomorrow.

Our first witness this morning is Mr. Leonard Lesser of the In-
dustrial Union Department of the AFL-CIO.

Mr. Lesser.

STATEMENT OF LEONARD LESSER, ASSISTANT TO THE PRESIDENT,
AND GENERAL COUNSEL, INDUSTRIAL UNION DEPARTMENT;
ACCOMPANIED BY TACK BEIDLER, GENERAL LEGISLATIVE DI-
RECTOR; AND WOODROW GINSBERG, RESEARCH DIRECTOR

Mr. L4ssER. Mr. Chairman, my name is Leonard Lesser. I am
assistant to the president and general counsel of the Industrial Union
Department.

I am accompanied by Jack Beidler, on my left, our legislative
director, and Woodrow Ginsberg,. who is our research director.

We appear here on behalf of the Industrial Union Department,
AFL-CIO's 6 million people.

Mr. Chairman, I have a statement which I would like to file for
the record and then just make some oral comments on it.

The CHAIRMAN. we will have your statement printed and then
you can go ahead and make your comments.

Mr. LESSER. Fine.
Mr. Chairman, the Industrial Union Department is strongly con-

cerned with the whole problem of our unemployment compensation
system.

This program has been a tremendously benevolent, force in Ameri-
can life. It has brought help to millions of workers and their fam-
ilies when they suffer the risks of unemployment.

597
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At the same time, it has benefited our economy by providing these
workers with purchasing power during periods of unemployment.

This concern has been expressed as recently as July 7 of this year
when the executive board of the industrial union department met in
'Washiniton.Z

At this meeting it adopted several resolutions. ofi tht ddilt with
the whole problem of income maintenance, and in this resolution it
took a strong position on unemployment compensation and the pro-
visions of H.R. 15119 as passed by the House.:'

I refer to the statement action in my statement. But, if I may,
I would like to fead a: few sentences from that since it sets forth the
position of the industrial union department. I quote:

Insofar. as our unemployment compenatou p igram is concqrneq, the. pro-
visions of I1.R. 1519, the bill enacted, by the House ot Represei4tives and
now pending before the Senate Finance Committee are inadequate. This bill,
as passed by the House, failed to enact Federal standards to assure that uem-
pi1yed workers receive at least 50 percent of their week ly,.wagej failed to
permit benefits to be paid for a sufficient period of time; and failed to pI minate
the most harsh and restrictive disqualifying provisions Qf State laws, 411 of
which were contained in H.R. 8282 and S. 1991,- the bill pr0p eed by the admin-
Istration and supported by the labor movement.

On the contrary, enactment of H.R. 15119, in its present form,
eliminates even existing pressures on States to improve their own laws.
H.R. 15119 isworse than no bill at a11.

Unless it is substantially improved in the Senate we urge its defeat
by the Congress or, if necessary, its veto by the President.

Mr. Chairman, in taking this position, the executive board was quite
conscious of what it was doing. After the entire resolution was read,
the president, President Reuther, called specific attention to the posi-
tion set forth on unemployment compensation before calling for a
vote on the entire resolution. The resolution was adopted unani-
mnously.

As we indicate in the resolution, we are concerned not only with the
shortcomings of H.R. 15119, its failure to enact benefit standards
governing the amount of the weekly benefit, the period for which
benefits are paid, and also the conditions under which benefits are paid.We are also concerned, and equally concerned, with the harm which
we believe this H.R. 15119 will do to existing programs in stifling all
hope for future iL provement.

I would like to examine this point for a moment,
H.R. 15119 provides for a permanent program of extended benefits.

In this respect or in this area, it is also similar, to S. 1991. S. 1991,
however, provides for benefits when the State responsibility ends,
and it establishes a State responsibility and makes clear this responsi-
bility must be met before th Federal Government will assume an
nobligsation.

WR. 15119, however, says that whenever the State duration period
ends, and regardless of how short the State duration period is 'it, the
Federal Government, will pay for one-halt the cost of additional
benefits.

The effect of this program in T.R. 15119 which, s I indicated, pro-
vides for the Federal Government pa ing 50 percent of the cost of the
benefits whenever State duration: ends, 'egrdless of how short it is,
is clear. Why should the State extend its duration if there ison the



UNEMPLOYMENT INSURANCE AMENDMENTS OF 1966 599

books legislation which says, "Whenever your duration expires the
Federal Government will come along, pay an additional period of
weeks, and ay for 50 percent of the cost of the weeks, of these addi-
tional benets."

Why should a State extend its duration under its own law and pay
100 percent of the cost when the Federal Government has a program
which says, "Whenever times get a little bad, whenever a trigger
indicates that there is fairly heavy unemployment in the State or in
the National, we will extend benefits to your people, and we will pay
for 50 percent of the cost of this extension."

We believe, therefore, that if a program of extended benefits is to
work, and if it is not to adversely affect the State laws, provisions
similar to those contained in S. 1991 are necessary.

There are several elements which I would like to point out. First,
it is necessary that the Congress establish the period of State respon-
sibility, and 26 weeks have generally been accepted as this period.

At that point, Federal benefits should become payable. In other
words, Federal benefits should be payable with the 27th week of un-
employment, leaving it. to the State to provide benefits financed by its
own taxpayers for the first 26 weeks.

Second, we believe that it i. necessary to assure that the State meets
its responsibility and provides benefits for the first 26 weeks for
people who are eligible. S. 1991 contains such provisions.

Finally, we are concerned about the triggers which are contained in
H.R. 15i19. We are concerned because the individual who is unem-
ployed through no fault of his, because of the lack of a suitable job,
who is unable to find a suitable job for 27, 28, or 29 weeks, suffers the
same hardships as a worker who is in that position at a time when
4 or 6 percent, of the workers are unemployed.

In fact, the worker who is unable to find a job for more than 26
weeks in good times may be much worse off than the worker who is
unable to find a. job when many of the workers with whoml he asso-
ciated are in the same position.

I recall during the depression of the thirties people went out of
their way to help the unemployed. They were conscious that this was
a eonmn)uly accepted thing.

Today, the unemployed person in good times has a much more dif-
ficult time and we believe that if the program is properly adminis-
tered, a person who is unemployed for more than 26 weeks will be
unemployed not because of his own desire but because of the lack of
any suitAlle job for him.

If the Employment Service is doing the job and exposing him to
suitable jobs, then there will be a job for him. If they are unable
toplace him he will be unemployed because of lack of work.

If he is malingering, there are provisions, and S. 1991 does not
change these provisions which permit a State to deny him benefits if
he leaves a job, if he is unavailable for work, if he refuses a suitable
job without good cause.

So we would suggest that an extended benefit program contained
in three items of State responsibility for the first 26 weeks, Federal
responsibility for the period beginning with the 27th week of unem-
ployment, and we would suggest that either the trigger be eliminated
or that for persons who have long-term attachment to the labor mar-

6W-992--66----89
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ket, an additional program be available for them which will be opera-
tive regardless of whether or not unemployment reaches specified
percentages.

I would like to talk just briefly now, Mr. Chairman, with respect to
the provisions in S. 1991 with respect to the weekly benefit amount
and disqualifications. In these areas H.R. 15119 is completely defi-
cient. I do not want to go into the record and the facts and the figures
as to what has happened to the State weekly benefit amount. Secre-
tary Wirtz, Mr. Meany and other persons testified before this com-
mittee, have made clear that today in every State the maximum benefit
is a lower percentage of the average wage in the State than it was in
1939 when benefits first became payable. These facts are clear. The
tables in the material prepared by your staff point this out. There has
been a steady deterioration in the maximums in every State in this
country.

I would like to discuss for a moment the reason why we think this
has occurred. We believe that the reasons for the States to act on
weekly benefit, amounts are the same reasons which resulted in the
failure of the States to enact unemployment compensation laws in
1935. When the original Social Security Act was reported by the
House of Representatives in 1935, it stated in its committee report, and
I would like to quote a few sentences:

The failure of the States to enact unemployment insurance laws Is due largely
to the fact that to do so would handicap their Industries in competition with
the industries of other States. The States have been unwilling to place this
extra financial burden upon their industries.

Mr. Chairman, we believe that the same factors of interstate com-
petition are the primary reasons why States have failed to increase
their mn.,ximums to keep pace with the rising wages in the States.

If '9 State, if one State, were to increase its benefits, obviously this
would result in an increased cost to its employers, and until other
States are willing to do this, the continual argument is made this will
increase costs, employers will have to pay more, increased taxes may
result in industry removing itself from the State.

Those of us who have worked with State legislatures in trying
to get them to improve benefits, those of us who have served on
State advisory councils, have met this argument time and time again.
We, therefore, believe that if the Federal Government is to be as-
sured that the reasons for the enactment of the original unemploy-
ment compensation program ought to be fulfilled that the enact-
ment of Federal standards similar to those contained in S. 1991
are essential.

I would like to point out that the standards which are contained
in S. 1991 are not extreme. A maximum equal to two-thirds of the
average wage in the State will only assure more workers of receiv-
ing 50 percent of their own weekly wage, raising the maximum to
60 percent or 662/3 percent or 75 percent, will not give one worker
more than 50 percent of his own weekly wage. It just seems that
more workers will receive 50 percent of their own weekly wage.

This goal of the 50 percent of an individual's weekly wage was rec-
ognized as the goal in 1935, it has been recognized as the goal of every
commission that has ever been established. It was recognized by Presi-
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dent Roosevelt, by President Truman, President Eisenhower, Presi-
dent Kennedy, and President Johnson.

In every one of his economic reports, President Eisenhower urged
the States to provide a benefit of at least 50 percent of their weekly
wage, and lie specifically said to do so it is necessary to raise the maxi-
mum benefits in the States so that the great majority of covered work-
ers can receive at least 50 percent of their weekly wage.

The Federal Advisory Council reported to his Secretary of Labor
that to do so would require a maximum of from 60 to 662 percent of
the average weekly wage in the State.

Finally, Mr. Chairman, I would like to point out that if there is any
criticism of S. 1991 in terms of the benefits standards we would criti-
cize it in that it takes too long, the staging over 2-year periods before
the 66/y' percent becomes effective is too long a wait. We would urge
that it is not necessary to wait the 6-year period before the maximum
assures a benefit of 50 percent to the great majority of workers.

The CHAIRMAN. Let me ask you one question that does concern me
about this.

Mr. LESSER. Sure.
The CHAIRMAN. An unemployment compensation benefit is not

taxable.
Mr. LESSER. No, it is not, Mr. Chairman.
The CHAIRMAN. If a worker is making a substantial income, up near

the maximum amount that would be covered, and he is paying income
tax on it, that tax, I assume might run 14 percent of what lie is making.

Now, if you subtract the tax lhe is paying from $100 salary, let us
say, you would be looking at 662 percent against $86 rather than
against $100. So that his unemployed income after taxes would be
more than 66 percent. of what his actual take-home pay is.

Mr. LESSER. Well, let me say, first. Mr. Chairman, the individual
under S. 1991 would not receive $66. He would only, if lie earned $100,
lie would only, the maximum, receive $50. In other words, S. 1991 only
provides that his benefit will be 50 percent of his own wage.

Now, if the average wage in the State is $100-
The CHAIRMAN. How about this second and third step we are talk-

in about?r. LESSER. I was going to get into that, too. If the avenge wage

in the State were $100 the maximum would be $66 but the individual
earning $100 would only receive $50.

Now, it is true that his after-tax pay might be $86 rather than $100,
but it is important to recognize that when an individual is unemnployed
he not only loses his cash wage, lie also loses many fringe benefits which
are not computed in the cash wage. He will lose pension rights, he
will lose his Blue Cross, Blue Shield, or other hospital and mnedical
coverage; lie will lose life insurance coverage while unemployed, all
of which the employer may be paying all or a substantial part of.

Now, that is not taken into account when you compute his $100.
We have made estimates and I believe the chamber of commerce has
made estimates, that fringe benefits are running over 20 percent of an
individual's cash wage. So this individual who earns and gets a cash
wage of $100 will not only lose $100 but will be losing $20 or more in
fringe benefits.
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I might say, Mr. Chairman, that the question of gross wage versus
after-tax wage has been a long debated subject, and every commission
has come up with this conclusion of loss of fringe benefits and the use
of the gross wage as being more equitable.

If I may make one final point with respect to S. 1991, I would like
to comment briefly on the provisions in that bill providing for judicial
review of the Secretary's determination of nonconformity.

As we point out in our statement, we do not object to the principle
of judicial review of decisions of nonconformity. We do object,
however, to the specific provisions of H.R. 15119, which would sub-
stitute for the usual rule of substantial evidence a weight of evidence
rule by which courts will determine whether or not to sustain the
Secretary's determination.

I might point out in this connection that the Senate, at the end of
June of this year, passed a bill, S. 2974, which made decisions subject
to judicial review. These were decisions of the Secretary of Labor
with respect to whether or not the employment service program which
is corollary and part and parcel of the unemployment insurance pro-
gram was in conformity. The Senate provided that the Secretary of
Labor's decisions with respect to conformity of the Employment
Service program was subject to judicial review, but provided that the
findings of the Secretary, if supported by substantial evidence, shall
be conclusive.

This is in contrast to the weight of evidence in H.R. 15119.
We would urge if there are to be provisions for judicial review,

they be similar to those contained in S. 2974 which governed the Sec-
retary of Labor and his relationship to the Employment Service, as
well as those provisions which are common in all judicial review pro-
visions governing most Federal, governing all Federal administrative
agencies.

One final point on judicial review. As pointed out in the Secretary
of Labor's testimony, when the Senate enacted the so-called Knowl-
and amendment, they did so as a stopgap provision, extended the
period for administrative review of State decisions, and now to tack
judicial review on top of that without reviewing it, and trying to
shorten the period would only result in an extensive, long period
before action could be taken to correct nonconformity problems.

Mr. Chairman, I would like to conclude by saying we appreciate
this opportunity to appear before this committee. We urge the com-
mittee to take action to bring our unemployment compensation pro-
gram into line with the realities of today and tomorrow.

Unless such action is taken, our unemployment compensation pro-
gram will continue to deteriorate and will not fulfill its purpose of
helping workers and their families when unemployed, and shoring
up their purchasing power for the benefit of the entire economy.

We urge the Senate Finance Committee to look at S. 1991. We
believe its provisions serve the ends for which the unemployment com-
pensation program was fashioned. Thank you, Mr. Chairman.

(The prepared statement of Mr. Lesser follows:)

STATEMENT or LEONARD LESSER, ASSISTANT TO THE PRESIDENT AND GENERAL
COUNSEL OF THE INDUSTRIAL UNION DEPARTMENT, AFL-CIO

My name Is Leonard Lesser. I am Assistant to the President and General
Counsel of the Industrial Union Department. I am accompanied by Jack Beidler,
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our Legislative Director. We appear here on behalf of the 'Industrial Union
Department, AFL-CIO to which are affiliated 60 international unions. We
are speaking on behalf of a membership in excess of six million.

To state our position in the briefest possible manner, we support most earnestly
S. 1991, the administration bill. Our reservations with regard to I.R. 15119,
the House passed bill, are such that we are forced to the position that no bill
would be preferable to this measure.

In a statement adopted earlier this month, the executive board of the Indus-
trial Union Department noted that the bill passed by the House:

Failed to enact federal standards to assure that unemployed workers
would receive benefits of at least 50 percent of their weekly wage;

Failed to permit benefits to be paid for a sufficient period of time;
And failed to eliminate the most harsh and restrictive disqualifying pro-

visions of state laws.
Provisions to achieve these goals were contained in the Administration meas-

ure H.R. 8282 which was whole-heartedly supported by the entire labor move-
ment.

The IUD is not only concerned with the failure of H.R. 15119 to include pro-
visions to assure adequate weekly benefits to workers when they are unemployed,
and to provide that these benefits will be paid for periods long enough to give
an adequate opportunity to place workers in other jobs. We believe that H.R.
13119 in Its present form worsens the present situation. It removes the existing
pressures or incentives, weak as they may be. for states to improve their own
laws. In fact it provides a disincentive for states to act.

It is for these reasons that the IUD board unanimously stated, "H.R. 15119 Is
worse than no bill at all. Unless it Is substantially improved in the Senate we
urge its defeat by Congress or, if necessary, Its veto by the President."

The question of revitalizing our nation's unemployment compensation system
has been before the Congress, as the members of this committee well know, for
many years. It has been discussed and debated for almost as many years as
we have had an unemployment compensation system. Yet In the thirty years
since the enactment of our Federal-State unemployment compensation system
not a single major improvement has been made. Coverage has been extended
to some additional workers because of congressional action. Congress enacted
temporary programs In 1958 and 1961 to extend benefits for the millions of
workers who were exhausting the benefits payable under state laws before they
were able to find Jobs. But in all these years no action has been taken to assure
that our unemployment compensation system will meet today's needs-of both
our economy and our unemployed.

Before I go Into the details of the measures before this committee, I'd like to
suggest that we consider the broad context in which it is presented to the Con-
gress. And that broad context Is the dynamically changing nature of the rela-
tionship between the federal government and the states.

If the committee finds, as we believe It must. that our economy is becoming
Increasingly national In nature then It will determine that federal Incentives for
a more modern unemployment compensation system will have to be strengthened.

If it finds, as did the President's National Commission on Technology, Auto-
mation and Economic Progress that technological and other economic. changes
each year displace millions of workers then it will agree with that Commission's
recommendations on unemployment insurance. The Commission, composed of
prominent representatives of the academic community, industry, labor and the
public declared, concerning unemployment compensation:

"Benefit levels must be Increased; benefit periods must be strengthened; fed-
eral standards must be provided to assure that workers, unemployed by factors
incident to a national economy, receive adequate protection regardless of the
state of residence; a permanent federal program for protection of the long-
term unemployed must be added."

And finally, If the committee finds as we do that the nation's unemploy-
ment compensation system must be considered an integral part of both our
nation's war on poverty, our nation's manpower program, and related eco-
nomic programs, then it will agree that the provisions of S. 1991 are required to
strengthen other national policies.

For while the unemployment rate has been moving downwards, It still hovers
around four percent of the work force. It is not likely to decline much. if any,
bElow that figure during the remainder of the year, even under conditions of
ccutinued economic expansion. The four percent rate In June 1966 meant that
3.) million persons who were seeking jobs could not find them. And over the
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course of a year, far more persons are jobless than the average number of unem-
ployed during any one month. In 1965, the latest period for which such data
are available, over 14 million different persons were unemployed for part of
the year.

The question of federal-state relationships is, of course, a broad one. We be-
lieve that In a society as dynamic as ours it is a necessarily flexible one and
that in many areas within recent years the necessity of establishing federal
standards has been met.

Certainly there are now -national standards governing the election of state leg-
islatures. There are federal standards regarding voting and registration to
vote. There are innumerable federal standards in the health and safety field.
The Congress is considering federal standards for the manufacture of automo-
biles. But it is not necessary to cite these and other Instances of the federal
government enacting standards to govern the conduct of the states.

In considering the enactment of the standards contained in S. 1991 it is im-
portant to recognize that the concept of federal standards is not new in the un-
employment compensation program itself. From the very inception of the
program states were required to meet certain standards both in the enact-
ment and administration of their unemployment compensation laws. In fact,
the Secretary of Labor has stated that there are now about 35 standards which
must be met by the states. These standards control the content of state unem-
ployment compensation laws In major substantive areas.

The minimum coverage of state laws Is fixed by the Congressional coverage of
the Federal Unemployment Tax Act. In the area of disqualification for bene-
fits, the state laws must contain the "labor standards" provisions set forth
in Section 3304(a) (5) of the Internal Revenue Code. These preclude the denial
of unemployment benefits under certain specified conditions.

In the area of financing, state laws are completely controlled by the pro-
visions of Federal law. While all states have experience rating systems, they
have not been adopted by all the states in recognition of the soundness of indi-
vidual employer experience rating as a method of financing a social insurance
program. Experience rating has been universally adopted because it Is the
only way by which the Federal law permits states to reduce the contribution
rate below 2.7 percent. S. 1991 would relax this standard and would give to the
states the option to reduce taxes either on a uniform across-the-board basis or
on the basis of individual employer experience rating.

One would assume that those who argue against Federal benefit standards
would rally to support this provision of .. 1991. for it Is directly in line with
their stated principle that the states should be permitted to run their own in-
employment compensation buqiness. But. instead, they have been found oppos-
ing it. The reason for such an apparently anomalous situation Is. however, not
difficult to understand. The trade association groups which have testified he-
fore this committee, and the big business which they represent, are in favor of
a Federal standard which protects the financial advantages they enjoy from
experience rating. They are opposed to a standard which assures adequate
benefits to unemployed workers. Every stand they take on unemployment com-
pensation legislation before Congress is dictated by their own financial interests.
The States Rights flag is merely a camouflage to be used where appropriate.

The Industrial Union Department, however, need not rest its argument on
behalf of 3. 1991 on the grounds of whether Federal standards are consistent
with a modern concept of Federal-State relationships. The enactment of Fed-
eral standards to assure the payment of adequate weekly benefits for a sufficient
period of time under reasonable eligibility conditions is a matter of economic
justice and social morality as well.

A4 the President of the Industrial Union Department, Walter Reuther, has
said:

"For all of us, the continual dynamics of a growing economy )roduces; bene-
fits in which we share. Yet at the same time . . . it produces unemployment
for some. Under the present unemployment compensation sy,;tem the cost of
obtaining the benefits of economic change fall with punitive force on the families
of tho.ve whose jobs are eliminated in the process. It is not only illogical that
the costs should fall with crushing weight on those selected haphazardly by
blind economic forces while the benefits are shared by all-it Is immoral. As
long as we allow the present system with all its evils to exist, we are in reality
denying one of our most primary and im!;i ant responsibllities to our fellow
men-the responsibility to care about their welfare."

The facts are plain and have been spread on the record many times:
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1. Only 4 out of every 10 unemployed workers are entitled to unemployment
compensation. Over 15 million workers are shut out of protection of uneinploy-
ment compensation laws while additional millions who are covered do not qualify
because of technicalities.

2. In 1939 in no state (except Alaska) was the maximum benefit less than 50
percent of the average weekly wage.

At the beginning of this year the maximum weekly wage benefit was les8 than
50 percent of the average weekly in 35 of the 50 States and the District of Col-
umbia. In 1939, In 34 states the maximum was more than 60 percent of the
average weekly wage. Today there is only a single state, Hawaii, in which the
maximum is that high.

3. In 1939 when the wage base of the unemployment tax was set at $3.000 a
year, about 97 percent of all wages and salaries were subject to the tax. Last
year, with the wage base still at $3,000 only 57 -percent of all wages and salaries
are subject to unempolyment compensation tax.

4. Disqualifications which were reasonably humane In the 30's have become
immeasurably more strict and cruel in the rules and regulations of today.

It is not necessary at this late date -to set forth the facts and figures to sup-
port the above conclusions. Secretary Wirtz and other witnesses who have ap-
peared before this Committee have spread them on the record. The question
before this Committee is to determine how to do the Job which the House of
Representatives failed to do In enacting H.R. 15119.

H.R. 15119 does cover about 3.5 million additional workers under the system.
The extension of the program to employees of non-profit and State hospitals
and educational institutions is most significant. There are no reasons, however,
for the limitation which it has placed on the coverage of employees of small
employers. The administrative feasibility of covering employers of one or more
at any time, as provided in S. 1991 has been demonstrated.

We further believe that tie time is long overdue when the Congress should
begin to extend the coverage of our social legislation to one of the largest groups
of the working poor-the farm worker.

Only 2 percent of American farms employ more than 400,000 farm workers.
indicating that these farms are In the category of industrial enterprises and
not in the category of family farms. As industrial enterprises their workers
should be covered by minimum wage legislation, by unemployment compensa-
tion legislation, by workmen's compensation legislation, by safety legislation and
by all social legislation enacted for the protection of our people.

The awareness of the plight of these farm workers is spreading rapidly through
the nation. We urge the conunittee to utilize this national interest to achieve
coverage under this bill for farm workers.

It is in the areas of the weekly benefit amount, the period for which benefits
are to be paid, and the conditions under which they ore to be paid that H.R. 15119
Is deficient.

A benefit level of 50 percent of a worker's wage has been the common objective
since 1939 when benefits first became payable. The sad fact, however, is that
because of the failure of the maximums in the state laws to keep pace with the
rising wages in the states, fewer and fewer workers are receiving benefits of
half of their weekly wage. A benefit formula which is geared to produce a benefit
of 50 percent of a worker's wage is of little comfort to a worker earning $100 a
week if the maximum in his state is $35. It is the maximum benefit which
determines the range over which the state benefit formula will operate or the
number of workers wh& will be entitled to 50 percent of their weekly wage;
and as has been pointed out to this committee, in every single state the maxi-
mum benefit today is a lower percentage of the weekly wages In that state than
it was in 1939.

The need to raise the maximum benefits to the level of 66% percent of the
average weekly wages in the state, as provided in S. 1991, has long been recog-
nized. President Eisenhower in his Annual Economic Reports urged the states
to raise their maximum benefits to assure that the great majority of covered
workers would be able to receive weekly benefits of at least 50 percent of their
weekly wage; and the Advisory Council on Employment Security to his Secretary
of Labor pointed out that this required a maximum equal to that called for by
8.1991.

The need for a more adequate duration period for unemployment compensa-
tion has also been recognized.

Out of the impact of far-reaching change in our economy-automation, new
products, geographical shifts and a whole range of vast and complex economic
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factors has come a relatively new human casualty-the long-range unemployed
worker. President Johnson noted this deeply disturbing problem when lie poited
out that in 1)(94, one Aut of every five unemployed workers receiving unentploy.
ment compensation benefits was unemployed more than 26 weeks. And 1964
was a record year of prosperity !

Therefore, S. 1991 strikes a long-awaited and absolutely iniptlrative welcome
note in calling for a duration period in all the states for at least 20 weeks for
any worker who has had 20 weeks or more of employment it his base period, and
In addition creating new federal unemployment adjustment benefits (FUAB)
which would provide that the federal government will piY benefits to certain
workers if they remain unemployed longer than 26 weeks.

II.R. 15119 does nothing to meet this problem. Not only does it require noth.
Ing of the states in providing a prograin for extended duration, paid for in part
with federal funds. it offers a reason for the states not to improve the period for
which benefits are paid.

Why should a state which has failed to extend the period for which benefits
are paid do so now and pay for the total cost of the additional weeks when the
federal government has agreed that if unemployment rises in the state or nation,
it will pay for 50 percent of the cosL

A clear r division between the respective responsibilities of the state and federal
governments is necessary to avoid this unsound reFiult. S. 1991 fixes respon-
sibility on the states for the first 26 weeks of unemployment and assures that it
will meet its responsibilities: it accepts the federal responsibility for additional
weeks by providing for 100 percent of the cost of such weeks; and it provides that
federal benefits will be paid to all exhaustees, regardless of the levels of unem-
ployinent In the state or nation.

We urge the Committee to enact a program built oil these principles.
In addition, the amount of the weekly benefit and the period for which it is

payable, it is necessary to examine the conditions under whhch it is payalde.
We recognize that our unemployment compensation system must estabiilish

reasonable rules to assure that benefits are paid only to those whose tilmei-
ployment results from the lack of a suitable job. But at the same time we camot
condone state disqualification or eligibility provisions which have been eaeted
under the pressure of employer groups in the states.

S. 1991 at least puts a brake on the period for which benefits can be denied
although it leaves the reasons for disqualification to the states. The imposition
of a limit of no more than six weeks of disqualification for all causes except
fraud, labor disputes, and conviction of a crime arising in connection with work
and the elimination of the reduction as well as cancellation of benefit rights is
tin excellent beginning to right grievous wrongs.

There is one additional point which is worthy of mention. 1.1R. 15119 contains
provisions for the Judicial review of the Secretary's decision of non-
conformity. We do not object to Judicial review but we do object to it as an
additional step In the already too long procedure for resolving questions of
conformity.

As written, H.R. 15119 encourages States to turn to the courts, which have
little expertise in these questions, in an effort to overrule the Judgment of an
expert, administrative official. We would urge that the provison-, of 11.11
15119 be changed to provide that the Secretary's findings of fact be conclusive
if supported by substantial evidence.

We have stressed In our testimony those provisions of S. 1991 which we
feel are the most crucial for modernizing our unemployment coml)ensat iol
system. However, we want to make it clear that we support the bill in its
entirety even though we have not discussed each and every provision in it.

In the years that unemployment compensation has been in existence, the
principle has proved its worth many times over and in such dramatle fashion that
it has become an institution. But institutions and principles need the nourish.
meant of attention and up-dating or they lose their effectiveness. The present
inadequacies of the unemployment compensation system are reflected In the fact
that, even now, there are millions of Americans who are suffering unjustly be-
cause of inadequate and Inequitable state unemployment compensation laws.
These people are men and women who have made a sulbstanthil contribution
towards the creation of our affluent society. But they are denied their equifitle
share in that affluence.

Unemployment compensation must be brought Into line with those realitles
and projected to what will be the realities of tomorrow. Unless such action iS
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taken. lie effect will be& to keep unemployment COmlpention from fulfilling its

W'it, III (le Industrial Union )epartment, AFL-CIO, believe S. 199)1 Is
urgently reuilired If our national systeiii of wuemiployena'IIt comupes lt io Is to
serve t In' euds for which It was fashioned.

Tlm ('IliM.n. '. hank you, Mr. lesser.
Sena tor Williams.
Svllti V .IMM. :i r. I ,SAl', ill edhl)lSin,_ S. 19919 1 a u silre you

I'eilIizo tie Seilte vo'lid |hot, even it it wishes 1, report or pass the 'bill
oul Iihis side. \Ve cal oliy act on tile Ilouse bill because this is -a reve-
iii1V-i)roducing measiire. lh']ri'efore, even if we desired to include the
plroisions, we vould only offer I IVeI Ils a sibst it ute forl Ile I luse bill.

M r. l,':sscll. Wel 1,1 I iieve----
Senator \"Wl',1.\ms. I unlerstaid that is what, you are endorsing.
M'. LESSEr. Y(\,5, I guess I was not using tile technical littiguage.
Setiat(0' WILLIMs. I udeIstiuIid thalt. Now, assiung that this
siil i lito ts ot. atlo)ted, however, and I I.R. 15119 is left, pretty Illutel

as the I louse l)assed it., my quest ion is theln would you lprefer that the
lrouse bill 15119 Ile passed or would von rather se'e it, defeateXd?

Mr. 1,I",:ss55. As I in(licated, Seliat(t. WVillia ms, i 1id I poi iti out in
oui stateulell{t, tie I nlustrial l'lio l)elm parli nts executive board has
laken it verv strong position indhl'ating th:at they Would rather see 11o
hill than I1.R. 1511f) ill its l)resent foril. If ti'e couiiinittee were tll-
willing to substit ite tie irov'isions of S. 19)1, we would urge that it
add to 1 1.1. 15119 provisions st r'engt henilg the extended (IItIttfio pr0-
graill to remove disincentives froii tile States, aril)lingt stadlar on
the weeklv hettetit, a mount, and consideringg other provisions con gained
ill S. 1991.

Senator 1,LiM. Yes.
Mr. Li ss-it. But as the bill, as I.R 15119 now stands, we would

rat ler see 110 hill.
Senator T1\IrmAmuts. 'fli1t. was the point, I Wanted -to cleat ti), that,

utiless your recommendations wNere approved you would prefer no bill
att all?

Mr. LssmI. That is right.
Sena.lor Wiui.trts. Thank you.
The CFAIRM AN. Well, now, if the committee would see fit to adopt

aiiendinents that would fall short of doing what S. 191)1 does, but. we
would move more in the direction of that, you people think it lppro-
piriate, I take it, you would want to t4tke a look at what the comittee

M[r. lu:smnr. Certalinly.
[Ihe (CHAUCUAN continuingng. Before you would want, to pass judg-

mient on it. You would like to know what, the committee did do, al-id
at I hat point would, perhaps, decide whether you would prefer to Sul)-
po't tI'lit bill 01 haveo l 1bill at all. But, as it stands at the toient y0u
would prefer to h live just. no bill, ald just forget ibout it..

Mr. LEsnr. Thit. is exactly it. As we Si( ill the statement nitless
it is substantially improved i'l the Senate, we urge its defeat.

Senator Wnimmts. So that on the basis of tile l.rovisionts of I.R.
1511$), as presently embraced ill the House bill, you feel it would be
detrimental to la)r?

It. Lvssta. Yes, Senator NWilliams.
Senator AVt.m.uMs. And you want I hose provisions knocked mlit evenif' we a'cept your' revollllel'dlit ionl.
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Mr. LESSER. We think there should be a program for extended bene-
fits but we think the extended benefit provision in this House bill is
detrimental to the existing program because it says to a State, as I
indicated, "Why, don't bother to improve the duration of your bene-
fits and require the taxpayers in the State to pay 100 percent of the
costs, when the Federal Government has a program on the books which
will pay 50 percent of the costs whenever your unemployment increases
in your State."

Senator WILLIAMS. Perhaps I misunderstood him, but I understood
Mr. Meany, when he was testifying, to feel that there were many worth-
while provisions in the House bill, but lie thought they did not go far
enough. But I gather from your testimony you think the provisions
of the House bill are not any good anyway.

Mr. LESSER. No, I think on balance we would prefer no bill. I think
the provisions of the House bill extending coverage to nonprofit insti-
tutions, to State hospitals and educational institutions are good pro-
visions. We do not think the House bill goes far enough in extending
coverage, but we think the provisions on coverage are good provisions.

However, we think on the other side the provisions which give to the
States a disincentive to improve their laws are so bad that in balance
we would prefer no bill.

The CHAIRMAN. If I understand it, your feeling on the question of
extended benefits is that the House bill trigger mechanism providing
extended benefits under certain circumstances would actually dis-
courage the States from extending benefits for a longer duration on
their own volition.

Mr. LESSER. That is right. If you pick up wherever the State dura-
tion is exhausted regardless of how short a period it is, if you say "You
States have a responsibility for the first 26 weeks, we will assume a re-sponsibilit for the 27th week on," then you are not-and get the
States to fill that 26-week gap, we think that would be good, we Would
prefer it without a trigger, but we think that a program on that basis
would be good.

But if you say to a State, "If you are only providing 14 weeks, we
will come along and provide an additional 7 weeks and pay 50 percent
of the cost of those 7 weeks," why should a State-extend 'its duration
from 14 weeks, beyond 14 weeks, and require its taxpayers to pay 100
percent of the cost. That is the essence of our position.

The CHAirMAN. SenatorAnderson.
Senator ANDERSON. I just want to be sure that you prefer no bill at

all to the House bill.
Mr. LESSER. That is right.
The CTJIITMtAN. Thank you very much, Mr. Lesser.
The next witness will be Mr. John A. Williams, Associated Indus-

tries of New York State.

STATEMENT OP OHN A. WILLIAMS, ASSOCIATED ZMUSTR;ES OF
NEW YORK $TATE

Mr. WILLAMS. Mr. Chairman and members of your honorablecom-
mittee, my name is John A. Williams, and I appear before your com-
mittee as a representative of the Associated Indaustries of New York
State, the Empire State, to discuss the unemployment insurance
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amendments of 1966, H.R. 15119, with you. I am a member of the
State Advisory Council on Employment and U~nemployment Insur-
ance, under appointment by Governor Rockefeller, and am, and have
been for many years, a member of the Unemployment Insurance Com-
inittee of Associated Industries, as well as being a member of other
unemployment insurance comminttes and groups.

Associated Industries is the manufacturers association of New York
and its members provide more than one-half of the factory employ-
ment in the State. Its membership includes all categories of manufac-
turing, large and small, with geographical representation from all
sections-from Jones Beach to the St. Lawrence River, and from
Niagara Falls to Broadway.

Mr. Joseph R. Shaw, president of Assoicated Industries, who is
sorryl he could not attend today, submitted a statement to the House
Ways and Means Committee on August 20, 1965, in opposition to many
of the features of H.R. 8282, a bill which could have had serious reper-
cOlssions upon the future course of a stable unemployment insurance
sstem in this State and in the Nation. The House Ways and Means
Committee weighed all of the pros and cons of the proposed legisla-
tion and drafted a substitute bill, H.R. 15119, which, in our opinion, is
far superior to its predecessor.

We appreciate the fact that. much of our legislation is based upon
compromise and that H.R. 15119 is no exception to the rule and we
extend our endorsement of the bill upon this basis, with further com-
ment upon three of its features:

EXTENDED BENEFITS

On January 5. 1961, the directors of Assoicated Industries adopted
a resolution approving legislation providing for extended benefits for
13 weeks on a 'trigger point" basis to claimants who had exhausted
their 26 weeks of regular benefits. Such legislation was passed by
both houses of the legislature and approvedby the Governor, hence
our endorsement today of a similar sort of provision in H.R. 15119,

I want to point out that back as far as January 5, 1961, 24 directors
of this group, the Manufacturers A sciation of New York, did vote
to approve of a provision of extended benefits almost identical to what
is included in HR. 15119. This New York bill later expired by statu-
tory limitation. It is not now on the books, but it was.

WAGE BASE

Our position through the years has been that an increase in the wage
base in New York was not necessary on account of the sound financial
condition of New York's unemployment, insurance fund, and our
endorsement, of the increase in the wage base from $3,000 to $3,900 in
1969 and to $4,200 in 1972 has been predicated upon the expectation
that when the new wage base figures are adopted by the State Legisla-
ture of New York that corresponding adjustments will be made in the
tax table, section 581-2 of the New York State unemplo ment in-
surance law. We appreciate, of course, that this interpretation may
be beyond the scope of Federal legislation but we do wish to go on
record that the adoption of a revised wage base should be accompanied
by a revision in the tax table.

609
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Tle condition of a State's unemployment insurance fund, of course,
determines the measure of the revision advisal)le in the tax table.
New York's fund is and has, over the years, been in a good sound con.
(lition. As of July 1, 1966(, New York's fund amounted to $1,367,-
978,611. Those figures are so big I cannot believe them. This amount
would be sufficient to pay l)enef ts at the highest annual rate so far
($5'(Y2,447,253 in 1958) for a. period of alout, 2 years and 8 months,
without consideration I)eing given to interim tax receipts. These fig-
ures visualize the measure of the solvency of New York's fund.

There is attached exhibit 1, a summary of the financial transactions
of New York's fund from the first year of collections to April 1,1966,
wich was extracted from tile St ate's labor department publication,
Operations.

I commend this table to you for careful consideration because it
tells quite a story. I would like to say that in New York we may
have 50 percent of wagcs up to the maximum of $50 a week. Ini
New York the average w-eekly wage is now alout $118, and our maxi-
munl is $55 or a half of $110, and we are just about half now, and I
imagine that. the legislature next year will' up it to $60 to bring it in
line. because we hav-e had this idea of 50 percent in mind all the way
through, and we think it is mach better to let the State handle it than1
to have the Federal Government set up these percentages.

I would like to say, also, that our benefit formula starts at about
two-thirds in the lower wages, and none of our figures is less than 50
)ercent, and most of them below the maximum are more than 50

percent, of the claimant's weekly wage.

JUDICIAL REVIEW

This provision is a great step forward in restoring equity to the
administration of the unemploy-ment insurance law, and we unquali-
fiedly endorse it.

I appreciate this opportunity to appear before you and I respect-
fully urge that. the members of this committee and the other members
of the Seinate ratify the House action on H.R. 15119.

(The attachment referred to follows:)
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T'AILE 8-A.-Stat1s of uncmploymcnt insurance fund-S unmary of financial
transactfons

Year and quarter

1937 .................
1938 .................
I9 ) ...................
1940 ................
1911................-
1912
1913 ................
1914 ................

1916 ...............
19t7 ................
191................
1919 ..................
1950.................
1951. .........19.52 ................

1953 .................
1951 ................
195.5.................
19,6..................
1957 ..................
1958 ...................
1959................
1060 ...................I19 ..1..............

192............
1963 ............

1964 ...............

1st quarter ...
2(1 quart r ...
411 quarter ...

4965........ ......

Ist quarter .....
2d quarter ......
3d quarter........
4h quarter .......

1st quarter ........

21 quarter (April).

Employer
contributions'

$25,830,009
70,1129,886

125, 23a8,151
116,235,414
1274. 09, 116
145,567, 241
176, 3311, 504
29, 987, 722
226,4672, 078
188, 721, 476
162, 735, 684
244, 2 .3 024
10W, 714,)35
167, 2X5. R1I
295, 295, 250
323, 938,355
201, (1W3, 469
27 ,462,514
212.906,850
ii9, 331, 55
210,718,863
254, 038, 98
30, 518. 393

285,897,694
339, 516, 091
420,272.432
517,184,898
501,068,313
427, 596, 411

61,401,603
168, 00, 772
123,464, 467
74,669,569

474,636,410

52, 883,924
192,&34,377
143, 124,847
86,093,262

Receipts

l'Iterest
credited to
trust funl*

$199,635
1,403,275
2,689,140
3,798, 598
4,845,325
6,0M5, 037
8,121,501

10,170,779
13, 683, 561
17. 971. 484
18.772.768
19. 922. 445
21,7W)1, 048
20,523, 729
18,758,423
21,056,387
24, 690. 932
29,113,752
29,946.114
28, 575,905
30,505,746
33.5,168
32,109,491
28 203,774
29,853,010
29, 178,799
31,061.648
35, 687,513

39,496, 653

9,314. 714
9,487,114

10, 366, 577
10, 328. 148

43,239,793

9,848,820
10. 321,56
11,370,971
11,698,442

61,667,714 11,484,111
30, 413,958............

Refulinlb,

$113. 566

181,070
338. 8)
351, 664
235.850
215, 994
2)0,017
387, 97
395. 999
479. 743
604.982
735. 369
4160,755
751, 165
712,010
871.145
936,032961,301
940,789

1,449.297
1,552.881
1.344,636
1, 740.126
1:,-22.703
1,761.413

1315.8 83 7

341.819
356,141
25, 958
331,919

1,285.602

331,858
371. 505
268 018
314,222

304, 942
134,543

'•Footnotes were not submitted with thL4 table.

'I'lie CiinIMAc . Senator Ande-)on.
Senator ANDERSON. Do you, remember when the unemployient

co1iipensation law took effectI
Mr. W IAMs. The taxes started in 1937. The benefits started in

1939.
Senator A.NDEitSo.. 1)o you think the $3,000 base then was satis-

fatcl ory?

Afr. IVWLLIAM,.. Well, of course, at the start we had-one year we
excluded everything over $3,000, but one time we had the total wage.
I cannillot tell you the exact amounts but those came in those earlier
yeAr1sb, when benefits were not paid. rle $3,000 came in 1939 when the
Social Securit.y Act wias passed or was amended and at that time they
conformed the unemployment insurance figure to the social security
figure.

Funds on
Bllenefits hand, end

paid* of period*

----------.----- $26, 029,545
98, 362, 706

$87,30,640 1.38.959,357
80, 132, 791 178,974. 145
98, 799, 152 205, 232.527
67,468, 528 289.735, 102
65, 9'5, 15 4 4()8 619,617
18,592,589 (10,.421.379
10. 16, 674 840. 376,038
59. 514,348 997, 754. 907

191,541, 577 978,109, 139
175,587,006 1,. 07, 07:. 601
184,407,661 1. 055. (WS, 7,o6
357, (0), 951 K47, 033,127
97, ZR, 104 WA,,6111.065

189,745, 925 1,0 40, 51,. 67
185, 967,5,,9 1. 191,.W4,(94
179,308,3 3 1,311,984.,%0
28),324.512 1,267, 384.177
?23, 135. 895 1, 273.091,814
213, 097, (3 1,305,824, 809
247, 8S7, 725 1,355, 730, 196
502.477.253 1,121 588. 210
409,776, 3411 1, 027, 464, 198
399,152,265 999.02s,070
486,745,952 962, 548, 083
403.92.489 1,10 ., 497.934
453,369.00N 1. 159,.110,982

40,093,436 1. 170.93O,606

141,497.593 1,088,077, ,509
104, 502.104 1. 161, 106, 221
80,381,784 1,214,124,0985
81, 711,905 1,170.936,600

366,880,865 1. 304, 17, 706

131,889, 2 1, 10,506, 916
89.707,987 1,. 216,129. 733
72 817,247 1,298,074,609
72,465,740 1,304.517.706

116,947,714 1,261,213,548
29,971,493 1,267,6=, 447
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Senator ANDERSON. Now, $3,000 then is about equivalent to $9,000
today or more. Would you use that sort. of a base now?

Mr. WIL LIAM!s. Well, the $3,000, sir, was primnarily and solely a
means of determining tax liability, and it is just as effective today for
that purppse as it was in 1939.

Senator ANDERSON. It had no effect. upon funds then.
Mr. WILLIAMS. The funds are governed by the amount of your tax

rate. Of course, there are two things that determine the total tax col-
lections, the base and the rate. You can use $3,000 indefinitely if you
wanted to, and let the rate go up, but we are not objecting to the in-
crease in the base of $4,200 at this time.

Senator ANDERSON. That is all.
The CHAIRMAN. Fine. Thank you very much, sir.
The next witness is Mr. Glen P. Woodard, Jr., of the Associated

Industries of Florida.

STATEMENT OF GLEN P. WOOTDARD, JR., CHAIRMAN, BOARD OF
DIRECTORS, ASSOCIATED INDUSTRIES OF FLORIDA

Mr. WVOODARD. Mr. Chairman and Senators, my name is Glen P.
W,Xodard. I reside in Jacksonville, Fla. I appear before you today in
behalf of Associated Industries of Florida, of which I am airman of
the board of directors the Florida Council of 100, the Florida Retail
Federation, the Florida State Chamber of Commerce, and the Florida
Trucking Astmciation. These groups represent the employers of ap-
proximately 71 percent of the covered workers of Florida.

We wish to express our support. of H.R. 15119 which came to the
Senate and your committee with the strongest endorsement. the Iouve
has given a major employee benefit measure in years. The Houme
Committee on Ways and Means, following weeks of laborious study,
offered this measure as a substitute for HR. 8282, the companion to
S. 1991 pending before this committee. The House then recorded a
vote of 374 to 10 in favor of H.R. 15119. These affirmative votes came
after in-depth analysis and review not only of H.R. 8282, but the
entire Federal-State partnership which operates the unemployment
compensation programs of this Nation.

The vehicle originally before the W1-ays and Means Committee was
H.R. 8282 which contained some of the most far-reaching provisions
ever advanced in the Congress as to unemployment. compensation,
coverage, benefits, duration, eligibility, and tax structure. These pro-
visions would have, in the opinion of many qualified students of the
program, gone far to totally destroy the "partnership" aspect of the
program or at best, allow the States to remain in the partnership but
with no vote. We all know the importance of "silent partners."

In Florida as in most States, we have subscribed to the theory of
the Federal-tate partnership. But, Mr. Chairman and Senatorsit is
most disturbing to us when unilateral decisions are made by one part-
ner-contrary to the views of the other-as to what the basic goals ofthe system are. ' ..

Whose basic goals shall we consider as being most representative of
the needs of the unemployed, and the employed, for that matter!
Shall we completely overlook the highly commendable record compiled
by the States which every 2 years place their respective programs
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under the microscope and bring them into step with local need and
demand? Shall we disregard the days and days of State legislative
investigation and nutomatlcally accept the goals of the representatives
of the Natioinal Government rather than those expressed by the State
administrators in behalf of their respective governing bodies? We
think that H.R. 15119 has clearly answered this question and we sin-
cerely hope your committee will ask the Senate to endorse this answer
and pass this measure in its present form.

Peculiarities of the requirements upon the individual State unem-
ployment compensation programs have long been the subject of discus-
sion by students of this employee benefit system. They have consist-
ently recognized that legislative action which solves a particular prob-
lem in one State would not necestsarily afford a solution in another.
As a matter of fact, one State's solution to a problem can often com-
pound a similar problem when applied in another State. Those who
reognize the diversity of economic structures in our several States
fully appreciate why a program such as the unemployment compensa-
tion system cannot effectively be applied in a like manner to all areas
of the Navtion.

Frankly, we believe that S. 1991 like its former House companion
H.R. 8282, would serve to put the States back years and years in their
efforts to improve their unemployment compensation programs. Let
us look at Florida for a moment. We think our situation is typical.

The 'business community of our State has endorsed every increase in
benefits which have been accomplished in Florida in the last decade.
But, the business community made it perfectly clear that unless and
until the eligibility structure was cleaned up and made to serve those
for whom the program was intended, any further efforts toward bene-
fit increases would be opposed. Much has been accomplished in this
direction. We now consider our State to have as close to a fair law-
eligibility and taxwise-as could be reasonably hoped for. In our
State a worker mugt be a part of the labor market; he must have lost
his job through no fault of his own; he must be actually seeking em-
ploymentto be eligible for benefits.

H.R. 8282 would have and S. 1991 would undo much of our house-
cleaning at the very time we are prepared to move in new furniture in
the form of increased benefits.

In another vein, let me point out that the Florida Industrial Com-
mission has calculated the added annual 'tax cost of H.R. 8282 and
S. 1991 to be 295 percent of our present State and Federal U.C. tax.
These measures would increase State and Federal U.C. taxes in Florida
by $119.4 million annually. H.R. 15119 will increase our taxes
but not beyond reason. We are willing to accept an increase under
the circumstances and conditions laid down in H.1k. 15119.

We think H.R. 15119 is a, classic example of the legislative process
at work. It offers 'something for the worker--not as much as he
might want, but more than he now has and coverage for more work-
ers than now protected under this law; it offers something for the
employer-not as a benefit to him but in the form of much less added
cost, than its predecessor, H.R. 8282; it offers something for the State
agencies by allowing them for the first time judicial lippeal from
the arbitrary decisions as to conformity with the Federal law; and
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finally it offers something for the Department of Labor in the form
of more than doubling the Federal tax.

Florida management recognizes H.R. 15119 for what it is-a
realistic compromise of points of view gathered after weeks of ex-
haustive study and testimony. Therefore, we sincerely hope this
committee will report this measure in its present form and that you,
Senators, will encourage your Senate colleagues to pass II.R. 15119
without amendment.

Thank you for your attention. If you have any questions, I will
do. my best to answer them.

The CHAIRMAN. Here is what troubles me about this whole matter.
We started out with a program where the States provided the weekly
benefits averaging about 65 percent of what their wage base had been.
Over a period of years, due largely to the depreciation of the value
of money and the fact that the benefits were not increased to keep
up with it, the average weekly benefits now work out to be about
45 percent. So about two-thirds of the average weekly benefit has
been lost due mainly to inflation and to the failure of States to
adjust upward to take care of that.

What objection would you have if we didn't take anything from
you but simply provided an incentive for all States-Florida,
which, incidentally, is a much wealthier State than Louisiana, and
has lower benefits-Florida, Louisiana, and all States to get their
level of benefits more in line with what they were when the program
started out?

Now, what is your objection to that?
Mr. WOODARD. Senator, in our State we are presently-industry

and government and labor are--studying this whole situation of the
actual dollar benefits.

As I said in the testimony, I believe that we have a good, workable
law in our State, today.

We have, because of the peculiarities of our economy, great sea-
sonal workers, we have had to readjust our own tax structure to take
care of deficit employees, those who are a constant drain on the fund,
and those with good experience rating.

The CHAIRMAN. Well, now, are you required by law, by Federal
law, to take care of those deficit employees or are you doing it by
State law?

Mr. WOODARD. By State law, as I understand it. We have to main-
tain a certain balance in the fund.

The CHAIRMAN. Yes. .
Mr. WOODWARD. Incidentally, our fund is about, if my memory

serves me right, approximately sufficient to take care of 31/2 years, in
fact our fund is so solyent, so self-sustaining, that for the past 2 years
we have had a tax' credit for certain employers.

The CHAIRMAN. Would you say you are doing some things for
people who come ,into the State, who are now residents of Florida, that
you are not required to do by law, by Federal law; is that right or am
I wrong about that?

Mr. WOODARD. We are try to make it as fair, and we would love
to have those people to come in, we want an incentive for them to
come.
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The CHAIRMAN. Well, the thought occurs to me that in Louisiana
we have higher benefits than you have in Florl3a. Your per capita
income is far higher than ours.

Mr. WOODARD. Yes, sir.
The CHAIRMAN. Our maximum benefits silown in this table are $40.

I believe the State legislature just raised that to $45 but your maximum
benefit is $33 in Florida.

Mr. WrOODARm. Yes, sir.
The CHAIRMAN. And your per capita income is a great deal more,

your prosperity is booming there. Even in Louisiana, though, I have
complaints from my people in labor that that $45 amounts to about
45 percent of the average weekly wage, and that when the program
went into effect the weekly wage was about $20 and the average maxi-
mum was about $18, so the maximum was about 90 percent of the aver-
age weekly wage. My thought is if we just provided some type of
incentive which you could either take or reject, provided it was not
of such a nature that you could not afford toreject it, something that
you could take if you wanted to take it and not take it if you did not
want to take it, what would be your objection to that ? - What would
be your objection to an incentive for the States to raise their levels of
benefits and to give the States credit for all the things that they do
that they are not required to do by law, all in an effort to try to get
the level of benefits up to somewhere as it was when we started the
program.Mr. WOODARD. Don Summers, chief of the statistical section of the

Florida Industrial Commission, tells us that approximately 55 percent
of the claimants receive at least 50 percent of their wages. Those are
the wages, those are the figures, of the Florida Industrial Commis-
sion. In direct response to your question as to the incentive pro-
gram-

The CHAIRMAN. But you are talking about low-wage claimants, and
your maximum benefit does not affect low-wage claimants; but as far
as those who are making a substantial income is concerned, that $33
maximum would obviously mean that they would get less than half of
what they had been making on a weekly basis.

Mr. WOODARD. I think that we would be interested in studying and
looking at any proposal concerned with incentives. I think this is
one of the bases of our economy, incentive profit motive.

The CHAIRMAN. Yes, sir.
Senator Anderson.
Senator ANDERSON. I was just interested, at the top of page 4 of your

statement, do you know how much 8282 would raise costs and how
much S. 1991 would raise costs? You do not say how much H.R.
15119 would.

Mr. WOODARD. Approximately double our tax. 'I can get that
figure of the amount that was paid in if you would care to have it.'

Senator ANDERSON. Do you think the passage of H.R. 15119'1would
about double your tax?

Mr. VooDARD. Yes, sir.
Senator ANDERSON. IS $15 million a rough figure for it?
Mr. WOODARD. Something like that, yes.
Senator ANDERSON. YOu do not have to answer this question if you

do not want to. Are you a salaried employee of the association?

65-992-66-40



'616 UNEMPLOYMENT INSURANCE AMENDMENTS OF 1966

Mr. WOODWARD. No, sir.
Senator ANDERSON. What is your business?
Mr. WOODWARD. I am in the grocery business.
Senator AiwDxRsoN. Thank you.
The CHAIRMAN. Senator McCarthy.
Senator MCCARTHY. Did I understand there is a loan program that

you have for employees who are unemployed?
Mr. WOODWARD. We do not have a loan program.
Senator MCCARTHY. I just heard it when 1 came in. I did not get

the full description.
What was the special program you had-
Mr. WOODWARD. I said that-
Senator McCARTHY (continuing). Of workers in Florida as part

of this programI
Mr. "WOODWARD. A loan program-

Senator MCOARTHY. I did not get what it was, but you said you
were glad to have people come in.

Mr. WOODWARD. Oh, the Senator asked me concerning our wealth
and Florida's economic situation, and people coming in. I said we
were glad to have them come in.

Senator McCARTHY. You do not have a special benefits program
under the unemployment compensation program?

Mr. WOODWARD. No, sir.
Senator McCARTHY. Not like dependency allowance like they have

in Massachusetts?
Mr. WOODWARD. No, sir.
Senator MCCARTHY. Yours is just a straight unemployment pro.

gram?
Mr. WOODWARD. Yes.
Senator MCCARTHY. I caught the end of your statement and I got

the impression that you were paying benefits out of the unemploy-
ment compensation that were some% at different from the ordinary
unemployment benefits.

Mr. WOODWARD. One of our big problems, of course, in unemploy-
ment compensation, in the unemployment compensation picture in
Florida, is the seasonality of workers in Florida, Senator. We have
these deficit accounts to a rather large extent because of various sea-
sonal workers, the canners and the packing plants, and things like that.

Senator MCCARTHY. You would be particularly affected by the ex-
tension of coverage.

Mr. WOODWARD. Yes, sir.
Senator MCCARTHY. Thank you, Mr. Chairman.
The CHAIRMAN. Thank you very much.
Mr. C. W. Tuley of the Tennessee Manufacturers' Association. Mr.

Tuley's statement was inserted. He was unable to get transportation
because of transportation difficulties which we have these days.

(The statement referred to appears on p. 285.)
The CHAIRMAN. Mr. John Post of the National Petroleum Refiners

Association.
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STATEMENT OF JOHN POST, NATIONAL PETROLEUM REFINERS
ASSOCIATION

Mr. POST. My name is John Post. I reside in Houston, Tex.
I am here on behalf of the National Petroleum Refiners Associa-

tion. The association is composed of 90 employers which operate
over 90 percent of the refining capacity in the United States.

From 1954 to 1962 1 was a member of the Federal Advisory Council
on Employment Security to which Mr. Lesser referred in his oral
statement.

In the hearings last year before the House Ways and Means Com-
inittee, I appeared on behalf of the 60,000 Texas employers and also
filed a statement on behalf of this association.

We recommend that the committee adopt H.R. 15119 as passed by
the House of Representatives.

For emphasis and to be brief, I will confine my own statement to
two major points:

1. The proposed tax increase, ard
2. The proposal in S. 1991 for minimum benefit standards.
I will also refer to some extent to some aspects of interstate tax

competition partly because Mr. Lesser referred to that, and I may
comment on your last questions to the witness about the accuracy
of the benefits as measured by 1939.

I do not have to tell this committee that House bill 15119 bears
very little relationship to H.R. 8282, which was the springboard for
the hearings before the House and that H.R. 15119 is basically a
bipartisan bill which was passed almost unanimously by the House of
Representatives.

We are glad that your committee is giving it thorough consideration,
because, as your staff report indicates, this bill represents the most
comprehensive revision of Federal-State program of unemployment
compensation Congress has undertaken since the system was inaugu-
rated in 1935.

Turning 'to the subject of the proposed tax increases, I stated above
that our association endorses H.R. 15119 as passed by the House.
We do this with reluctance because we seriously question the need
to increase the Federal unemployment insurance taxes to the extent
proposed by H.R. 15119.

Just to increase the Federal tax from its present four-tenths of 1
percent to fi 'e-tenths of 1 percent, by one-tentl of 1 percent, on the
present tax base of $3,000 will generate in fiscal 1968, $136 million
more in taxes, of which $129 million will be available for State ad-
ministrative expenses.

This $136 million figure is derived from your staff report on page 7
in the middle of the page. This sets forth the amount of the extended
benefit program and the same amount will be made available for
administrative purposes. . I I

Now, from the staff report on page 33, it also indicates that in fiscal
1966, under present laws, State administrators-

The CHAIMAN. Let me ask you this question. It would generate
$129 million unless the States changed their program to reduce taxes
by modifying the experience rating, wouldn't it I

Mr. POST. No, sir. This is th6-Mdral tax.
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The CHAIRMAN. The net Federal increase.
Mr. POST. Just the Federal tax on the present $3,000 base.
The CHAIRMAN. You said something about it going to State ex.

penses.
Mr. POST. This is the money that, will be raised by Federal taxes to

be used to finance the State adminstration of the programs.
The CHAIRMAN. I see.
Mr. POST. And the Federal administration of the programs. These

are purely administrative costs of which approximately 95 percent
will go to the States, so that $136 million will be raised by just this
one-tenth of 1 percent increase in taxes.

Now, what kind of a deficit is that being used to meet?
According to the staff report, as I read it, in its clart there the

deficit in 1966 was $13 million; and the deficit in 1967 will be $20
million, so the single increase of one-tenth of 1 percent in taxes
would tend to raise more than five times the costs they are designed to
meet.

Let us assume this deficit were to continue to grow at the rate
of $10 million a year. It would still be somewhere around 1970
before the deficit would reach $50 million. It would be 1975 before the
deficit would reach $100 million, and so it is difficult to understand
why such a massive increase in taxes is necessary.

Mr. Chairman, I said at the outset that we do not object to this
bill, but it is important to bring these facts to your attention because
of the )ersistence of the proponents of S. 1991 in imposing even
greater taxes.

If the Federal tax rate, on the other hand, were retained at four-
tenths of 1 percent, but the tax base were raised from $3,000 to $3,900,
then the new taxes generated in fiscal 1967 would be over $150 million
)roviding an even larger surplus than approaching its raising the tax

rate.
By 1972, estimated tax collections under H.R. 15119, on currently

covered employers and available for administrative expenses, woulil
reach over $900 million. This is an increase of 80 percent over esti-
mated costs in 1967.

Nowhere have we seen any estimates that administrative costs will
even remotely reach that level between 1967 and 1972, so there is no
rational justification, Mr. Chairman to increase both the tax rate
and the tax base.

An increase in payroll taxes of one-twentieth of I perceiit, 0.05 per-
cent on the present $3,000 tax base, would be sufficient to meet the
estimated administrative costs at least until 1970, and thereafter
another increase of one-twentieth of 1 percent would be sufficient to
meet such costs until about 1975.

As between the increase in the tax rate and the increase in the tax
base, we prefer the increase in the tax rate. There is no logical
relationship between the level of wage rates paid by an employer and
the unemployment insurance burden lie should bear. A high wage
rate em)loyer does not necessarily have greater ability to pay than a
low wage rate employer, and when an unemployed person uses the
facilities of the unemployment insurance system, the administrative
cost is the same whether his former employer was a high wage rate
employer or a low wage rate employer.
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We ]now that there care many programs other than unemployment
insurance which are being administered by the State agencies. But
we feel that the financing of such other programs should be handled
in the other programs rather than using uilmemployireut insurance
funds.

M1r. Chairman, in my statement. I discuss the question of whether
or not this base should be increased just because the social security base
has been increased, I will not discuss it orally here, except. to point out
that it would be just as logical to argue that the tax rates for unem-
ployment insurance should be raised just because social security rates
ha ve been rai sed.

We support this bill but we urge the committee to recognize that
any proposed tax increases now in the bill are far greater than needed
and certainly do not justify any further increase in taxes.

I will not discuss the subject of extended unemployment compensa-
tion or judicial review. They are covered in my statement.

I would like to discuss the proposed minimum benefit standards in
S. 1991. These proposals are similar to those in the House bill, to
inipose on the States certain minimum benefit standards for weekly
benefit, amounts, qualification for and duration of benefits. Although
the weekly benefit amounts and the provisions for qualification and
for duration are quite interrelated, the heart of the matter is the
weekly benefit amount. This proposal is based on the frequently
discredited argument that States have failed to provide adequate
benefits and it is also based on flimsy evidence that interstate tax
competition has in effect required the States to keep tl benefits low.

These arguments have been refuted so often and so thoroughly that
I have not included them as a formal part of my statement. I have
however attached a portion of my statement last year as to those two
points.

Since the statement last year, we have been able to figure out what
would be the effect of a 50-percent standard geared to average weekly
wages of covered employees, I think you will be interested in finding
from the staff report's figures that a standard of 50 percent or any
other figure which is geared to average weekly wages of covered em-
ployees won't necessarily work the way the advocates propose.

If you, will turn to page 9 of my statement, you will see that there
are a, number of States where the maximum weekly benefit as a per-
centage of the average weekly wage of covered workers was less than
50 percent and nevertheless in those States the percentage of claim-
ants eligible for a weekly benefit equal to at least half their weekly
wage was greater than 50 percent.

By the same token, a number of States which met the 50 percent
standard as to its maximum, nevertheless failed to provide a 50-percent
benefit for at least half their claimants. So that trying to provide a
benefit of 50 percent of a claimant's wages for a majority of claimants
though trying to use this approach is not going to be effective.

In addition, therefore, to the basic argument about adequacy of
benefits and interstate tax competition, gearing the standard to the
average weekly wage of covered employees is not effective and is quite
inequitable among the various States.

The reason for its inequity is that the States differ so in their indus-
trial composition. All you have to do is look at the District of Colum-
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bi,. and compare that with Michigan and with Wyoming or New
Mexico or Arizona, and see that the States differ, and the occupational
structure of the unemployed differ in each State. Trying to stand-
ardize it through this approach of having a maxinum of 66 percent
or 60 or of 50 percent of the average weekly wages of covered workers
is not going to achieve the goal which is sought, namely, assuring (h1t
50 percent, at least 50 percent of the claimants will receive at least 'o
percent of their own pay.

I would like to pass quickly to this subject of interstate tax competi-
tion because it has been raised here. In making decisions as to where
to locate refineries, for example, the question of unemployment insur-
ance taxes is not even remotely considered. Certainly in the question
of whether to put a refinery in Louisiana or Texas or in Pennsylvania
the impact of unemployment insurance taxes as such is so infinitesimal
compared to other factors that we would not even think about it.

The CHAIRMAN. It might not be for your industry but let me just
say to you I have had a lot of industrialists tell me this, when thev
get ready to decide where they are going to put their next plant, they
take every cost they would estimate it would take them to operate that
plant including the cost of building it, and add them all up, anld coln-
pute their costs of operation, and when they get through adding up
that column of figures the State that shows up With the west of 1eIat-
ing costs is the one where they feel they would Int that plant. I have
had more than one tell me that.

Mr. POST. Yes, sir, there is no question about the fact that they look
at the overall operating costs. But in looking at the overall operating
costs the impact of unemployment insurance taxes has no part iculai'
significance compared to access to raw materials, wage rates, the avail-
ability of labor, business climate.

The CHAIRMAN. Well, it is a lot less impact than some other things,
but if you are talking about which side of the Sabine River to put the
refinery on it makes a lot of difference because by the time you get
down to Where you have got the same relative labor costs, you are
going to use the same labor in either event, it is just a question of
whether it is a Texas county bounded by Louisiana or a Louisiana
county bounded by Texas; and if your transportation costs are the
same, and the wage costs are practically the same, and most items are
the same, what items are you going to separate on? You are going
to separate it'on the tax feature that will be one of the big features
to separate you from the other and we just adjusted our tax structure
down in Louisiana to be in competition with Texas and in the very
industry you are talking for and we have been putting more plants
and refineries in Louisiana since that time. You have been getting
some which we should have been getting when we adjusted our tax
downward and we think we stopped that. We do not say wve are steal-
ing them from you but we just say we are more competitive than we
were before.

Mr. PosT. I can admit that, being from Texas, but I am quite satis-
fied in the decisions of whether to put refineries in that area between
Baton Rouge and New Orleans or put them in Beaumont, taxes wer
scarcely considered. There are many more important factors.

The 1CHAIRMAN. If you are talking about, the New Orleans area you
get a greater diversity of transportation problems which might very
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well make a lot of difference, but if you are talking about the Lake
Charles area, where we have refineries, compared to that same area
that you mentioned, those transportation problems are not nearly as
compelling as they are when you get to areas that are close together.

Mr. POST. Well Mr. Chairman, speaking of Lake Charles, with
which I am not as intimately familiar as you are, I would suggest that
maybe the cost of real estate and many other factors might be as im-
portant as l)utting a refinery in Beaumont. In other words, there is
a whole conglomeration of factors which enter into these decisions,
and the impact of unemployment insurance taxes is so insignificant
that it is hardly useful as an excuse on which to base a complete
revision of the unemployment insurance system.

The CHAIRMAN. H ere is a document that shows that 49 percent of
Texas wages are lower than Louisiana's minimum, which is 0.9 per-
cent.

If r. PosT. I think, Mr. Chairman, in regard to that, you have to look
at the industrial composition of the State, and you would also have to
compare industries because it is industries which compete with each
other rather than States in that regard.

Now, I Pm not sure what kind of industries are in this com-
position and what, for example, the rate in refining in Louisiana
is compared with Texas. But let's assume just for the sake of dis-
cussion that the rate in Texas were one-half of 1 percent less than
the rate in Louisiana for refining. What does that mean in wages?
It means less than 1 cent an hour, less than 1 cent an hour, so really it
is not a very significant amount in determining whether you put
a refinery in one lace or another.

.The CITAIRMAN. Well, I gave an example that on a shipbuilding
contract, Louisiana bidding against Maryland, by the time you get
through with all other items and you just look at the unemploy-
ment insurance problem, assuming they have got a high experience
rating, which I assume they have, the argummeit that they ought to
have the contract in spite of their high bid, was the fact that they
had a lot of people out of work up there, and so I would assume that
would give ti em a high experience rating and I feel the high. ex-
perience rating of theirs compared to our shipyards on a $50 million
contract that would cost them about $1,750,000 more than it would
us, with our low experience rating in Louisiana even though we have
a 0.9 minimum.

Mr. POST. It cannot be that on a $50 million overall contract the
additional difference would be a million dollars.

The CHAIRMAN. What is the high point on the Maryland experi-
ence rating.

Mr. PosT. You see, Mr. Chairman, you have to also recognize-
The CHAIRMAN. Let's see if you are correct or not. Now here is

Maryland, on page 47 of your blue sheet, sir; 4.2 is their maximum
tax. Now Louisiana's maximum tax goes up to 2.7, but you see in
Louisiana we have an additional advantage. We are.bidding for a
shipyard that has a low experience rating so our minimum is 0.9.
If you take 0.9 against 4.2, that gives you 3.3, and on a $50 million
contract, you divide through there, you would get-

Mr. PosT. Well, sir, the 3.3 assuming that is so, which I am not
ready to accept, is still on a $3,000 base. You would have to get the

621
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payroll and number of peol)le and find out how many they are and if
we are still using this-

The Cnmii.kN. Well, the average pay in our plant works out to
be $3,500, so you are coining close to that.

Mr. PosT. But, the tax is levied ou ii !) to $3,000. It is not levied
oii anything al)ove that. So that 3 percent of $3,000 would be $90 a
year, which is less than 5 cents an hour. It isnot.$l million.

The CiTAiitMiN. Well, assuming that only half that pa roll is sub-
ject to that tax, assuming only half of it is subject to that tax, you
would still show up with about an $800,000 difference. In that kind
of bidding it is not unusual to win as we (lid, we won by a hundred
thousand dollars and if you are talking about an $800,000 advantage
On that one item.

Mr. PoST. I think that-are you saying the payroll is $50 million ?
The CiimA.,i N. The cont ract is $50 million.
Senator AN)ERSON. That is the trouble.
The CHAii.rM N. OK, reduce it again, say labor is only half of it,

you still show u ) with a $100,00() advantage by the time you get. through
reducing all these factors.

Mr. PosT. I think you also have the assumption. d you inot, that
this shipyard in Maryland is paying a maximum rate. You will
notice in Maryland there is a zero rate possible. 1 an not suggesting
that that is so.

The CAmun1.1xN. Well, the reason the Maryland shipyard is getting
it. is that it came down to Washington to throw out ouir little bid be-
cause they had so many )eol)le unemployed in that area, now including
that ship.yard, so I wo;ild assume they would have the high rate.

Now, frankly, it. is passing strange to me in my connection with
State government, when I served there before I came up here, and I
still have contact with the State government, that all the chambers
of commerce groups, every time we talked about increasing benefits
under unemployment insurance, came out with their first argument:
"This is going to keep industry out of our State, this is going to raise
our costs, and by the time we raise our costs in competing for industry
we will be less attractive than the State with which we have to corn-
pete. This will either remove a competitive advantage ve have or
more often this will put us even more at a disadvantage in an area
where we are disadvantaged already."

Well, I find it strange to hear that argument in Louisiana, which is
always the first argument, I am told, and then to come up on this end
and be told that that does not. have anything to do with it. So some-
body has got, to be wrong, it is either my local chambers of commerce
in Louisiana or the national outfit up here, it is either people at the
ground level or their association's representatives but somebody should
clear me u) on this. You fellows ought to get together, either mv
local chamber of commerce is right or the national Chamber is right,
but it cannot be both. They have provided different. answers.

Mr. POST. Mr. Chairman, in that regard, I understand entirely
what you are saying. I have urged our people at the State level tot
to make that argument. It is erroneous, in fact, and it. is hypocritcal
to say it there and then have another argument here.

The Ci t ImRMAN. Well, they ought to quit telling-
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MNr. POST. The real question is what are the facts and not what
these fellows say and I would hope these hearings and the action on
this bill would completely eradicate that kind of an argument both
at the State level and at the Feder I level. I said so in my testimony
last year and I say it again here. It is an unsound argument and it
has no basis. It should not be used as a basis for completely revising
the unemployment insurance system.

The CHAIRiMAX. Well, I suggest that those people you are supposed
to represent should quit telling it to the Legislature of Texas and the
Legislature of Louisiana when they start raising benefits for unem-
ployment insurance at the State level because what happens is you
come up here and they say, "Well, it ought to be a State matter," and
the same groups go to the State legislature and say, "The States
should not. raise their benefits, we would not be competitive," and then
come up here at this end and say it, does not have a thing to do with it.

Mr. POST. If anything has been accomplished by these hearings, it
is getting on the record the 1)osition of the employers, as I have stated
it tolay so they cal be confronted with it at the State level when
taking thi position. I entirely agree with you, I think it is an erro-
neous argument and should not be made in the States or here and, as
I said in my statement, it is making mountains out of molehills and
should not be used on either side. The main thing is what are the
facts and on the facts, the unemployment insurance tax will have very
little impact on business decisions.

In my statement attached I discussed the refining industry and
that was generated by a comment made in the hearings last year. I
might just, comment briefly, Mr. Chairman, on your question of the
previous witness about the benefits in Louisiana, and I am not under-
taking to talk about Louisiana, but just to suggest an approach. In
the appendix to the statement I filed today on page 4 is a table which
shows the relationship of benefits in 1939 to benefits in 1965. I have
some serious question as to whether 1939 is a good date. The world
changed so drastically betwen 1939 and the end of World War II,
that probably some postwar date ought to be taken to see if the States
have kept pace. But even taking 1939, -if you look at the whole bene-
fit picture you have to take into account the increase in duration in
benefits as well as weekly benefit amounts, and you will see that be-
tween 1965 and 1939 benefits in Louisiana were multiplied three and
a half times which was far greater than any change in conditions.
In most other States when you include duration with the amount of
the increase in benefits, you find there has been a tremendous increase
ijn benefits provided by the States, and that they more than kept pace
with the increase in wages.

I will be glad to answer any other questions. We appreciate the
opportunity to appear, and as I said, we endorse this bill as the best
overall job that could be done under the circumstances and we hope
it will be enacted.

(The prepared statement of Mr. Post follows:)
STATEMENT OF JOHN POST, REPRESENTING THE NATIONAL PETROLEUM

REFINERS ASSOCIATION

SUMMARY OF NPRA STATEMENT

(1) The National Petroleum Refiners Association is generally in accord with
HR 15119 as passed by the House of Representatives and urges the Senate
Finance Committee to adopt It 15119.
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(2) The proposed increases In IR 15119 in the tax base and tax rate to provide
funds to meet State administrative expenses go far beyond any demonstrated
needs. An increase of no more than 0.05 on the present tax base would be suffi.
cdent to meet projected codts until 1970 and 0.1 thereafter until 1975.

(3) The proposal to amend HR 15119 to impose minimum Federal standard
for State benefits based on the average weekly wage of covered workers should
be rejected. Such proposals would not meet the alms of the proponents to assure
weekly benefit amounts to claimants of 50% of their earnings. In addition, the
proposal is based on discredited theories of interstate tax competition and State
failure to provide adequate benefits.

(4) The provisions of HR 15119 regarding extended benefits and Judicial
review should be accepted by the Senate.

INTRODUCTION

My name is John Post. My address is 613 Southwest Tower, Houston, Texas.
I am appearing before this Committee on behalf of the National Petroleum
Refiners Association (hereinafter called NPRA), Nn association of 90 companies
which operate over 90% of the crude oil refining capacity in the United States.
The NPRA appreciates this opportunity to present to this Committee its views on
HR 15119 and 5 1991.

"From 1954 to 1962 I was a member of the Federal Advisory Council on
Employment Security of the United States Department of Labor. I am also
associated with Henry Golightly & Company, Inc., International Management
Consultants, New York City, New York.

"In the hearings in 1965 before the House Ways and Means Committee on
HR 8282 I filed a statement on behalf of the NPRA and I also testified on behalf
of over 60,000 employers in the State of Texas." I

BRIEF SUMMARY OF HR 15119

The most significant features of HR 15119 are: (1) increase the tax base from
$3.000 a year to $3,900 a year in 1969 and increase it again to $4,200 in 10972;
(2) increase the Federal unemployment insurance tax rate from 0.4 per cent
to 0.6 per cent, beginning in 1967, with one-half of such increase (0.1 per cent)
assigned to finance administrative costs and the other half of such increase
(0.1 per cent) assigned to finance the proposed new program for extended
benefits; (3) broaden the coverage of the program to include additional workers;
(4) provide for extended payment of benefits during periods of recession or
high unemployment; (5) assure judicial review of administrative determina-
tions by the Secretary of Labor with respect to certain State action; (6) provide
certain other features regarding interstate claims, disqualification from receiv-
ing benefits and administration of the program.

NPRA'S POSITION ON HR 15119

NPRA recommends that the Committee adopt HR 15119 as passed by the House
of Representatives.

For emphasis and in accord with the Committee's request for brevity, we will
confine our principal discussion to two points:

(1) The proposed increases in the tax rate and tax base to provide funds for
State administrative costs go far beyond any foreseeable need.

(2) The proposal for minimum Federal standards for State benefits will not
work to meet the aims of its proponents, in addition to being based on discredited
theories of interstate tax competition and State failures to meet responsibilities.

The provisions of HR 15119 for extended benefits and judicial review will be
discussed only briefly. Other provisions of HR 15119 and 8 1991 will be covered
thoroughly by other witnesses and therefore will not be discussed herein.

"HR 15119 represents the most comprehensive revision of the Federal-State
program of unemployment compensation Congress has undertaken since the sys-
tem was inaugurated in 1935." 1

HR 15119 fully warrants, therefore, the thorough consideration your Commit-
tee is giving it in these hearings. As the committee knows, H.R. 15119 evolved

a Hearings before the Committee on WayA and Means. House of Representatives, 89th
Congress, First Session, on H.R. 8282, pages 596-617 and 1887-1892.

3 Data relating to H.R. 15119-The Unemployment Insurance Amendments of 1966-Pre-
pared by the Staff for thp use of the Conimnittee on Finance, July 13, 1966, page 1 (here-
inaf t er referred to as Staff Report).
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after extensive hearings on HR 8282, the companion bill to S 1991, which pro-
p)osed to revolutionize the Federal-State unemployment insurance system. HR
15119 Is a bipartisan bill, as evidenced by the almost unanimous vote on the Com-
uittee and the House of Representatives (374 In favor and 10 against). HR
15119 and HR 8282 bear so little relationship to each other that they are not even
42nd cousins.

As we shall point out below, we are not in full accord with each and every
iprovislon of HR 15119. In view, however, of the comprehensive scope of the
study in the House, the complexity of the subject, and the Interrelationship of the
provisions of HR 15119 with each other and with every other aspect of the unem-
ployment insurance system, we have concluded that HR 15119 should be viewed
as a whole. On that basis we are willing to accept HR 15119 as the best overall
piece of legislation on this subject to be expected at this time.

We recommend therefore that, after due consideration, your Committee adopt
HR 15119 as enacted by the House. This recommendation carries with it the
further recommendation that you reject proposals to Insert in HR 15119 various
portions of S 1991 identical with those of HR 8282 which were considered and
rejected by the Ways and Means Committee.

THE PROPOSED TAX INCREASES

We stated above that we are willing to accept HR 15119 as passed by the House
of Representatives. We do so with reluctance because we seriously question the
need to increase Federal unemployment Insurance taxes to the extent proposed
by HR 15119.

We believe the following analysis should be presented to your Committee in
view of the persistence of proponents of 8 1991 in pressing for even larger tax
increases.

Just to increase the Federal tax rate from its present 0.4 per cent to 0.5 per
cent on the present tax base of $3,000 will generate in fiscal 1968 $136 million
more in taxes, of which $129 million will be available for State administrative
expesise8. ' This is at least five times greater than the estimated need for addi-
lional taxes.

The $136 million figure is derived from Staff Report. page 7 (middle),
which sets forth estimated amounts available for the extended benefits pro-
gram. The same amount of new taxes will be generated for administrative
costs. HR 15119 provides for an increase of 0.2 per cent in the Federal tax
rate, of which one.half (0.1) will be devoted to the extended benefits pro-
grain and the other half (0.1) will be devoted to administrative expenses.

The Staff Report (page 33) indicates that in fiscal 1966 under present laws
State administrative costs will approximate $500 million compared with
Federal unemployment insurance tax receipts of $487 million available for
such costs-a deficit of $13 million. In fiscal 1967. such State administra-
tive costs are estimated at $530 million while such tax receipts are estimated
at $510 million, a deficit of $20 million. We have not seen figures for esti-

inated deficits In subsequent years.
At a time when unemployment insurance claims are declining and have reached

their lowest level since at least 1957, it is difficult to understand tie necessity
for imposing such massive tax increases to finance relatively small increases in
State administrative costs.

Even if the estimated defliit under present laws were to Increase to $30 mil-
lion in fiscal 1968 and thereafter increase further by $10 million a year, it would
be 1970 before the deficit would reach $50 million and 1975 before the deflit
would begin to approach $100 million.

If the Federal tax rate were retained at 0.4 percent and the tax base were
increased from $3,000 to $3,900. the new taxes generated in fiscal 1968 would be
over $150 million and provide an even larger surplus than the increase of 0.1
percent in the tax rate.

By 1972 estimated tax collections under tlR 15119 on currently covered
employers and available for administrative expenses will reach over $900
million, an 80 percent increase over estimated costs in 1.967. Nowhere have
we seen any estimates of administrative costs which even remotely project
such an increase between 1967 and 1972.

sThe Ways and Means Committee Report on IR. 15119 says, on this point, "The por-
fion of the tax increase that will be avalinlble for administrative expense will result a a
25 per cent Increase In the amount that would otherwise be available for fiscal 1968 * * ,"
(page 28).
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There Is no rational justification, therefore, to increase both the tax base and
the tax rate in order to cover the estimated increases In State administrative
costs.

An increase In payroll taxes of 0.05 percent-one twentieth of one percent-.
on the present tax base of $3,000 would suffice to meet estimated administrative
costs until at least 1971 and thereafter another increase of 0.05 percent would
be more than sufficient to meet such costs until at least 1975.

As between an increase in the tax base and an increase in the tax rate, we
submit that Congress should increase the rate.

There is no logical relationship between the level of wage rates paid by an
employer and the unemployment insurance tax burden he should bear. A high
wage rate employer does not necessarily have greater ability to pay than a low
wage rate employer. Where an unemployed person uses the facilities of the
system, the administrative cost is the same whether his former employer paid low
wages or high wages. The costs of the unemployment insurance system should
be met by employers on the basis of their use of the funds and facilities provided
by the system.

No doubt, programs other than those relative to the normal unemployment
Insurance program will be administered by the State agencies. Provision to
finance such other programs should be made in such other programs rather than
divert employers' taxes imposed to fiance the normal unemployment system.

It has been argued that the tax base for unemployment insurance taxes
should be raised simply because the tax base for Social Security has bcen
raised.

It was just a coincidence that in 1939 the tax base under both laws was
the same. Since 1939 the Social Security program, which has entirely dif-
ferent actuarial factors, has undergone many substantial changes. To
meet increased costs under those changes Congress has had to increase both
the tax base and tax rates under Social Security many times.

It would be Just as logical to argue that because Congress has substantially
increased the tax rates under Social Security, it should also substantially
increase the tax rates for unemployment insurance, regardless of the 11-
nancial needs of the unemployment insurance program. But that argument
is so patently unsound that it has never been advanced.

Social Security and unemployment insurance are designed to meet two
entirely separate situations. Congress should approach the tax problems
of each program with the specific needs of that program in mind.

In summary on this point, therefore, we support HR 15119 but urge your Com-
mittee to recognize that the proposed tax increases are far greater than any
demonstrated need. Any further tax increase, as proposed by S. 1991, would
be even more unwarranted.

EXTENDED UNEMPLOYMENT COMPENSATION PROGRAM

We endorse these provisions of HR 15119. There Is room in this new program
for reasonable differences of opinion on such matters as the "trigger point." We
believe, however, that until the nation and some States have had some experience
under the program, the provisions worked out by the House Ways and Means
Committee should be left unchanged.

By the same token, however, we urge the Committee not to accept the
proposals of the Secretary of Labor which would change the extended
benefit program from a recession-oriented program to a welfare-oriented
program.

JUDICIAL REVIEW

Because of our interest in the efficient and proper administration of the
unemployment insurance system, which is financed entirely by taxes on employers,
we endorse the proposals in HR 15119 for Judicial review.

The only difference between HR 15119 and the Secretary of Labor's proposals
concerns the apparent scope of the review. HR 15119 provides that the Secre-
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tary's findings of fact shall be conclusive "unless contrary to the weight of the
evidence." Tle Secretary proposes that the quoted words be changed so that
his findings of fact shall be conclusive "if supported by substantial evidence."
The Secretary does not suggest that the scope of the review under HR 15119
would Impose any burden on him.

In the final analysis the courts would have to determine how significant the
difference is between the language of HR 15119 and the Secretary's proposal.
Regardless of the language and procedure under other statutes providing for
Judicial review of the actions of an administrative agency, a disagreement
between a sovereign State and the Federal Government Is entitled to the utmost
consideration, particularly when the effect of an adverse ruling is to deny credit
against the Federal tax to all employers in the State Involved.

We recommend, therefore, that your Committee accept the judicial review
provisions of HR 15119.

PROPOSED MINIMUM BENEFIT STANDARDS

Your Committee has received proposals similar to those presented to the House
Ways and Means Committee to impose on the States minimum Federal standards
for weekly benefit amounts, qualification for and duration of benefits.

Although weekly benefit amounts, duration and qualification are tightly inter-
related, the heart of the matter is the proposal for minimum benefit amounts
geared to the average wage of covered workers in a State.

This proposal is founded on the frequently discredited argument that
States have failed to provide adequate benefits.

It is also said, on equally flimsy evidence, that the reason States fail
to provide adequate benefits is that they are inhibited by interstate tax
competition. The theory runs that interstate tax competition forces States
to maintain low unemployment insurance tax rates and the low yield from
such taxes forces the States to k eep unemployment Insurance benefits low.

These arguments have been refuted so often and so thoroughly that we
hesitate to burden the record with one more rebuttal. Because of the
fundamental nature of the problem, however, and to avoid the appearance
of avoiding it, we attach hereto as Appendix A a portion of NPRA's state-
ment to the House Ways and Meani Committee relating to this issue.

Since the NPRA statement to the House Ways and Means Committee in 1965,
another fundamental argument against the proposed minimum Federal benefit
standard has emerged. This Is that no 8tardard geared to average weekly wages
of covered workers will work equitably among tihe States. This situation arises
out of the signifleant differences among Statev in the extent and type of industrial
Otivitie8 carried on in them and tie resulting wide variation among States in
the average weekly wage of covered 6mployCes.

A striking example of these differences in industrial activities is found in a
comparison of Washington, D.C., Michigan, and Wyoming. Similarly, the
occupational structure of the unemployed differs widely among States; this
difference arises again out of the variety of industrial activities carried on in
the States.

The effect of these differences on the proposed 50 per cent minimum Federal
benefit standard geared to average weekly wages of coverd employes is demon-
strated in the following comparison. This comparison, developed by Unemnply-
meat Benefit Advisors, Inc.. shows that in the 12 months ending June 30, 1965:
(1) In five major states whose maximum weekly benefit amounts did not meet
the proposed 50 per cent standard, a majority of tLe claimants did receive at
least half of their average weekly wage; (2) on the other hand, in five states
where the maximum weekly benefit amount met the 50 per cent standard, a
majority of the claimants during the same period did not receive half of their
average weekly wage.'

4'The proponents weekly benefit standards bsed on the average wages of covered
workers have also failed to take into consideration the effect of such standards on states
with dependents' benefits or variable maximums.
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12 months ending June 30, 19651

Maximum Percent of
weekly benefit claimantsallowance as eligible for a

percent of weekly benefit
average weekly equal to at

wage of least half their
covered weekly wage
workers

States which fell below 60 percent standard:
California ----------------------------------------------------------- 46 56
New Jersey --------------------------------------------------------- 43 64
New York ------------------------.---------------------------- - -- 42 62
Pennsylvania -------------------------------------------------------- 43 59
Texas -------------------------------------------------------------- 38 1

States which met 50 percent standard:
Colorado -------------------------------------------------- ------- 50 32
Kansas ------------------------------------------------------------- 50 47
North Dakota ------------------------------------------------------ 50 38
Utah --------------------------------------------------------------- 50 48
Wyoming ---------------------------------------------------------- 50 41

I All data derived from table 29, p. 110, of "Data Relating to S. 1991" compiled by staff of the Committee
on Finance, Jan. 18, 196.

Thus, minimum Federal standards for weekly benefit amounts geared to the
average wage of covered workers are not only unnecessary and undesirable,
but will be inequitable and unworkable.

CONCLUSION

In summary: While we are opposed to the proposed tax increase, we urge
the Committee to adopt HR 15119 as passed by the House of Representatives,

APPENDIX A

EXTRACT FROM STATEMENT OF JOHN POST BEFORE HOUSE WAYS AND IE.NS
COMMITTEE ON HR 8282 (HEARINGS, PP. 1888-1890)

"INTERSTATE TAX COMPETITION"

Throughout these hearings the proponents of this bill have relied on the argu-
ment that "interstate tax competition" in unemployment insurance taxes serlouslly
influences business decisions and thereby prevents States from providing adequate
benefits.

We appreciate that from time to time arguments against increasing unem-
ployment insurance benefits have been predicated on the threat of interstate tax
competition in unemployment taxes, just as the proponents are using the same
arguments to support HR 8282. In both instances mountains are being made out
of molehills and should not be used as the foundation for important decisions
on unemployment insurance. We suggest that it is the responsibility of this
Committee to sweep away the smoke screen of "interstate tax competition" and
base its Judgment on fact rather than fiction.

Specifically with regard to impact on petroleum refining of interstate tax
competition in unemployment insurance tax rates, we note the following state-
ment by Andrew F. Brimmer, Assistant Secretary of Commerce for Economic
Affairs, before this Committee on August 10, 1965:

"... Through .. .diverse tax rates, the unemployment insurance syste lilts
a diverse and undesirable impact on the same industries located in different
states. Hopefully, the present bill will . . . help to correct these inequities . *

"The difference in rates for the same Industry in different states can be sub-
stantial. For instance . . . in petroleum refining, the range was front 0.43 per
cent in Texas to 2.00 per cent in Pennsylvania."

In fact what does this "substantial" difference between the rates In Texas
and Pennsylvania amount to? Using $3,000 a year as tile tax base, the 0.43%
rate in Texas was equivalent to 0.6 cents an hour per employee, and the 2.00%
rate in Pennsylvania was equivalent to 2.7 cents an hour. Certainly the differ-
ence of 2.1 cents per hour per employee between Texas taxes and Pennsylvunla
taxes cannot be considered "substantial."
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The difference of 2.1 cents all hour should be considered against the back-
ground of the major economic factors which affect costs in the petroleum re-
fining industry. These are capital investment, technological obsolescence, access
to markets, access to raw materials, rate of operation, the competitive strength
of a refinery and overall employment costs. All these factors bear directly on
whether to expand or contract a refinery. The factors of access to raw material
and access to markets probably have the most effect on decisions on where to
locate a new refinery. Compared with all these factors, the effect of the dif-
ference in unemployment insurance tax rates among the various States is infini-
tesinmal rather than "substantial."

To take a simple example: in a refinery which runs 100,000 barrels a day of
crude oil, or over 4,000 barrels an hour, the cost of crude oil averages out at
$12,000 an hour. Assuming the refinery employs 750 employees-which is higher
than the average-the "substantial" difference between Pennsylvania and Texas
is only $15.75 an hour, about 0.001% of the crude oil cost.

Looking only at employment costs and considering the relationship to them
of unemployment insurance tax rates: the average hourly rate in the industry
in June, 1965, was about $3.46 an hour. Fringe benefits, estimated at 25% of
)ase pay, bring the hourly employment cost to about $4.25 an hour. Here again
it is obvious that the difference of only 2.1 cents an hour in unemployment in-
surance tax costs will have practically no effect on decisions of whether to operate
in Pennsylvania or Texas or any other State. It so happens that the average
hourly rate in refining in Texas is about five cents an hour higher than in Penn-
sylvania, more than nullifying any disadvantage Pennsylvania may suffer through
higher unemployment insurance rates.

Certainly, insofar as this industry is concerned, therefore, the fear of "inter-
state tax competition" has no foundation.

THE CHARGE THAT BENEFITS ARE INADEQUATE

A major premise of the bill's proponents is that the States have failed to
provide adequate benefits. To remedy this complaint the proponents propose
that Congress establish minimum weekly benefits which each State must pay.
The proponents would go further and provide that any employee who works 20
weeks in a particular year shall receive benefits for at least 26 weeks.

To handle this contention fully, it would be necessary to examine the level of
benefits in each State and measure that level against some agreed standard of
"adequacy." The difficulties in making such a State-by-State comparison are
manifest.

Even more important, however, is the fact that the proponents' standards of
adequacy are, with one exception, not related to the income lost by beneficiaries
through unemployment.

The proponents seek to use, as the proper measure of "adequacy," the rela-
tionship between the maximum weekly benefits in a State and the average
weekly ivage of all employees covered by unemployment insurance in that State.

Our position is that the proper measure of the adequacy of benefits is the
relationship between the amount of benefits actually paid to beneficiaries com-
pared with the income lost by those beneficiaries through unemployment. By
and large the States have satisfied one of the standards proposed by H.R. 8282,
namely, paying benefits equal to 50% of the income lost by beneficiaries up to
a stated maximum.

It is in connection with this maximum that we differ with the proponents'
proposal that the maximum weekly benefit in each State must frventually reach
the level of 66%% of the average weekly wage of all crupi.yees covered by
unemployment insurance.

The use of average weekly wages of all employees in covered employment is
unsound because it includes the wages of the vast majority of employees (includ-
ing executives, managers and professional employees) who never draw unem-
ployment insurance benefits.

Even the use of gross wages of the beneficiaries themselves would inflate the
standard of adequacy. The adequacy of benefits should be related to actual
income lost through unemployment; therefore, gross wages should be reduced
by the taxes normally withheld from wages, since unemployment insurance
benefits are not subject to such taxes.

The proponents also charge that the States have not kept pace with the change
in conditions since 1939. We seriously doubt whether 1939 is the proper base
date for this purpose. But even using 1939 Just for the sake of argument, the
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evidence demonstrates that, over the course of the years since the unemployment
insurance system was established, States have not only steadily increased weekly
unemployment insurance benefits from the levels established in 1939 but they
have also lengthened the duration of such benefits.

Thus, In the States which employ most of the employees in the petroleum re-
fining industry, the increases in total maximum benefits (combining the weekly
benefit and the duration of benefits) have been as follows:

Maximum benefits Ratio of
present bene.
fits to 1939

July 1, 1939 July 1, 1965 total bene-
fits

California ----------------------------------------------------- $300 $1, 690 5.6
Illinois ------------------------------------------------------- 256 11,560 6.1
Indiana ------------------------------------------------------ 225 1,040 4.6
Kansas ------------------------------------------------------ 240 1,222 5.1
Louisiana ---------------------------------------------------- 324 1,120 3.5
New Jersey... . . . ..--------------------------------------------- 240 1,300 5.4
New York ----------.--------------------------------------- 195 1,430 7.3
Ohio --------------------------------------------------------- 240 1,378 5.7
Oklahoma ---------------------------------------------------- 240 1,248 5.2
Pennsylvania ------------------------------------------------ 195 1,500 7.7
Texas -------------------------------------------------------- 240 962 4.0

I Incluacs depondants benefits for work with 3 dependents.

These increases, ranging from 3% to 7 2 times the benefits of 1939, certainly
demonstrate that benefits have more than kept pace with the increase in wage
levels. And the disparity in favor of the increase in benefits since 1939 would
be even greater if the wages for 1965 were reduced by the taxes to which they
are subject (and were not subject to in 1939).

The CHAIRMAN. How do you arrive at the statement that benefits in
Louisiana were multiplied 31/2 times?

Mr. POST. I took, Mr. Chairman, the increase in weekly benefits and
the increase-

The CHAIRMAN. Which is what figure, what figure are you using
there?

Mr. POST. I have to go back to the source of this, I am referring now
to the figures I used last year which I did not repeat in my current
statement, and I used the figures out of the reference material furnished
to us by the Bureau of Employment Security. In other words, I
arrived at the figure of $324 as the maximum benefits in Louisiana in
1939, and $1,120 in 1965.

The CHAIR31AN. Well, as I recall the maximum in Louisiana was,
when this program started, was $18. Now the maximum by the last
session of the legislature would be $45.

Mr. POST. For how many weeks?
The CHAIRMAN. It is 26'weeks in Louisiana now. What was it then,

do you have it?
Mr. POST. Sixteen weeks when the program started. So you have

the multiple of 45 versus the 18 and the 26 weeks versus the 16 weeks
and when you figure them out, you See there has been a substantial
increase in the benefits provided by the State compared with 1939.

The CHAIRMAN. Yes.
Senator Anderson.
Senator ANDRSON. No. questions.
The CHAM[AN. Thank you very much.
Mr. POST. Thank you, sir.
The CHAnIRAN. Mr. Donald B. Thrush of the Printing Industries

of America.
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STATEMENT OF DONALD B. THRUSH, PRINTING INDUSTRIES OF
AMERICA, INC., ACCOMPANIED BY GERARD D. REILLY, GENERAL

'COUNSEL

Mr. TimUsH. Mr. Chairman, I would like "to introduce the peo le
who are with me. On my right is our .-eneral counsel Mr. Gerard D.
Reilly and on my left Mr. James Shields, president of Judd & Det-
weiler in the District, and he will also speak in behalf of the printing
industry. I am particularly pleased to' have this opportunity be-
cause I think many of you are aware that printing in thelnited Statesis a real classic example of private enterprise and it is made up of
many, many small entities, and the chairman of the committee, who is
active in the Small Business Cominmittee, Senator Smathers and Sen-
ator Williams, have all had an active interest in what happens to small
business in this country, and we are particularly appreciative of 'the
attitude of Congress and of the Senate toward small business.

We, in our industry, although we are the seventh largest in terms of
dollar item, we have a collection of small business enterprises, some
352000 in all, and I think perhaps one of the interesting facts about
this is that many of the people who run our businesses today worked in
them in production capacities or sales capacities before and have been
able to embark on their own to become heads of businesses.

That is the reason, possibly, for the size of our establishments as in-
dividual companies.

So on behalf of the members of the Printing Industries of Americt,
the principal national trade association in the graphic arts industry,
we certainly welcome this opportunity to appear before this committee
to state some of the reasons why our industry is opposed to S. 1991, the
Senate counterpart of H.R. 8282, which was rejected by the 'House
a month when it enacted H.R. 15119, a comprehensive revision of
the unemployment compensation laws.

The problems of our industry are such that some of the key pro-
visions of S. 1991 Would have a particularly severe impact ulOn em-
ploying printers. Accordingly we recommend that the committee, in
reviewing the House bill before you, also reject those provisions o S.
1991 which the Ways and' Means Conunittee of the House did not sef3
fit to adopt.

The proposals in S. 1991 which we. particularly oppose are:
1. The impairment of the "experience rating" system-a system that.

provides an incentive to employers to stabilize employment by grant-
ing si6pificantly lower tax rates to companies whose operations are
geared'so as to minimize layoffs.

2. The imposition upon the States of Federal standards relating to
the scale of benefit payments, eligibility, and duration of payments.
States failing to amend their statutes to comply with these standards
would face a loss of tax credits.

3. An increase in the taxable wage base of the Federal Unemploy-
mnent Tax Act from $3,000 to $5,600, beginning next year, and to $6,600
thereafter. In contrast to this drastic proposal, the bill passed by'the
Mbuse would limit the, in6i'ease in the taxable wage base to from $3,000
to $3,900 in 1969, and'to $4 200 beginning'in 1972.

4. Establishment, of a Federal system of uneniployment'benefits for
an additional 6-month period for workers who had exhausted their

65-992-6---41
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primary benefits under State law, such payments to be made irrespec-
tive of whether or not opportunities for employment at the State or
national level were high.

5. A section drastically curtailing the rights of States to establish
grounds for the disqualification of applicants.

Presumably the provisions of S. 1991 were drawn to carry out the
President's message of May 18, 1965, in which he urged a "moderniza.
tion" of the system in light of figures showing an increase in recent
years of the number of unemployed persons who had exhausted their
benefits. He recommended that the law should be amended so as to
extend the coverage of the system, raise the benefit amounts, and
lengthen the benefit periods for unemployed workers.

While we recognize the desirability of lessening the hardships en-
countered by regular workers who have become unemployed for long
periods through no fault of their own, S. 1991 seems to go far beyond
the objectives stated in the President's message. On the matter of ex-
tended benefits for persons who have exhausted their payment rights
under State laws, we believe that the authors of H.R. 15119 acted
wisely in providing that an extended duration of benefits should occur
only in times of recessions on a national or statewide scale.

As witnesses at the House hearings pointed out, the States them-
selves have made tremendous improvements in the original laws passed
after the enactment of the Social Security Act in 1935. Forty-eight
out of fifty States now provide benefit protection for as long as 6
months the average scale of benefits in the States has more than
doubled since 1938, and the waiting periods once averaging from 3 to
4 weeks after layoff have been reduced to a single week. Thus a sur-
vey of the State laws fail to reveitl the need for such a drastic federal-
ization of the system as this bill contemplates. Until now each State
has been responsible for the solvency of 'its own system andlas been
given great latitude ih the tax rate, the schedule of benefits, and eligi-
bility requirements. The key proposals in S. 1991 would not only in-
crease costs enormously but would destroy the basic actuarial prin-
ciples of the original Federal statute.

In view of the testimony in the record on this aspect of the matter,
we shall confine our criticism of S. 1991 to two provisions which would
have an unusually severe impact upon the thousands of small printing
employers represented by our association. We refer to those provisions
that discourage States from maintaining a merit rating system and
force States to pay benefits to persons whose unemployment is a mat-
ter of deliberate choice on their part.

According to the last census of manufactures, the industry referred
to as "printing and publishing" consists of some 35,000 establishments
spread throughout all 50 States. The average establishment employs
18 production workers. Thus it is readily apparent that the industry
is composed of a large number of small businesses operating with
limited resources, serving small market areas and sensitive to the bur-
dens of increasing costs. Yet in the composite, preliminary figures
released this spring from the census of manufactures indicate that in
terms of total dollar payroll, this is the seventh largest industry in the
United States. Average hourly earnings in the industry for March
of this year were $8.03.
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The employees of this industry rank fourth in average rate of pay
and are 45 cents an hour above the average wage reported for all manu-
facturing. The average employer unfortunately does not fare as well
as indicated by an average profit based on sales of only 3.17 percent,
slightly more than half of that reported for all manufacturers.

In the period between 1957 and 1965, figures compiled by the Bureau
of Labor Statistics show that the industry has increased from 557,000
production workers to 615,000-a growth rate of about 2 percent a
year. The trend to shorter workweeks, the increase in the total work
forces, and the shortage of skilled printing craftsmen has meant that
for many yeais, the industry has had virtually no unemployment. In
other words, this industry has been able to meet the principal goal of
the unemployment compensation laws, viz, stabilization of employ-
inent.

One provision in S. 1991 (section 208) which encourages the States
to stop the practice of basing the rate of tax upon the individual ex-
perience rating of the employer is grossly discriminatory to an indus-
try like this. The merit rating provisions that exist under most State
laws are in line with the original conception of unemployment com-
pensation as expressed by President Roosevelt in his 1935 message to
Congress:

An unemployment compensation system should be constructed in such a way
as to afford every practicable aid and incentive toward the larger purpose of
employment stabilization.

To encourage the States to abandon this method of taxation would
mean a substantial increase in the tax rates of employers who have vir-
tually eliminated recurrent layoffs among their own employees and
would be a windfall to employers in industries that for seasonal rea-
sons are unable to avoid recurrent layoffs or because of poor planning,
have peaks and valleys of employment.

So far as our industry is concerned, the elimination of the merit
rating system would result in a catastrophic tax burden. My fellow
witness, this morning, Mr. Shields, has prepared a chart showing the
impact upon his own company here in the District of Columbia, if S.
1991 is enacted, and a set of exhibits projecting the increased costs upon
other representative printing companies selected at random in such
widely scattered States as Illinois, Louisiana, Connecticut, Florida,
Indiana, Kentucky, and Arkansas.

The other provision of S. 1991 that would operate most unfavorably
against conscientious employers, and conscientious workers is the pro-
vision preventing States from disqualifying applicants for unemploy-
ment compensation for more than 6 weeks (except for fraud, labor
disputes, and crime). This means that a person who has voluntarily
quit his job or who has been discharged for cause, could draw under
this proposed legislation a full 52 weeks of benefits after only a 6-week
postponement. It would also mean that such persons could continue
to draw benefits even though they had been offered substantially
equivalent employment.

It is difficult to think of a provision better calculated to encourage
malingering and self-imposed idleness. Its enactment would be an
invitation to unscrupulous workers to exhaust whatever paymets are
available to them before making any real effort to find other jobs.
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Such claimants would put a heavy drain upon the State funds which in
some jurisdictions might bring about insolvency in those funds.

In closing, we wish to assure the committee that our industry is not
opposed to all reforms in the Federal-State system of unemployment
compensation. Consequently, we do not oppose favorable Senate
action on such a bill as H.R 15119, even though we recognize that its
provisions for increasing the Federal tax would apply to employers in
the graphic arts field-an industry in whichleven in periods of mild
recession, there has been no scarcity of employment opportunities.

I would like now, Mr. Chairman, to introduce Mr. Shields, who will
make a further presentation on behalf of our industry.

STATEMENT OF JAMES W. SHIELDS, PRESIDENT, JUDD &
DETWEILER, INC.

Mr. SHrELDS. Mr. Chairman and members of the committee, my
name is James W. Shields. I am president of Judd & Detweiler, a
member of Printing Industry of Washington, D.C., which belongs to
Printing Industries of America.

I have prepared some exhibits to Mr. Thrush's testimony which
iWustrate in rather dramatic fashion what the tax impact upon typical
printing companies would be if Congress should adopt (1) the pro-
visions of S. 1991 which increases the taxable wage base from $3,000
to $56,000 beginning in 1967 and to $6,600 in 1970, and (2) should
couple with it the provisions of that bill calculated to compel the States
to abandon the experience rating system.

Exhibits 1 and 2 deal with my own company, one of the larger com-
panies in the District, but still small business as that term is generally
defined in Federal publications. You will notice in exhibit 1 that
because our company has been able to avoid layoffs in the past, 3 years,
our State tax rate under the experience rating system is only one -tenth
of 1 percent, and that our total payments to the Federal and State
Governments is slightly less than $5 000.

If the House bill should be amended merely by adopting the propos-
als in S. 1991 for increasing the tax base, this figure would more than
double next year and in 1901 jump to about $12,000. If the District
is compelled to abandon the merit rating plan, our bill for unemploy-
ment compensation, assuming a work force of the same size and yet no
layoffs for lack of work, would be close to $64,500, approximately 13
times our current tax.

Obviously this would create a severe hardship and remove any in-
centive for stabilizing employment. Plants with a high layoff rate and
plants with none would be relatedd alike. Exhibit 2 is a chart also
I)ased upon our own experience showing how the existing experience
ratings create an incentive. In the period 1960-2, as a result of losing
a major customer, we were compelled to reduce our work force in order
to remain in business. As a result under the present law our local tax

634
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rate went up to 2 percent, requiring us to pay a District of Columbia
tax of about $128,000 in 1961, and almost as much in 1962. The com-
pany had to undergo a long and painful period of readjustment to re-
gain our merit rating. We do not quarrel with this situation, however,
for even though the circumstances in 1961 were beyond our control, it
was not a permanent situation. But, as the committee will observe
from projection on the lower part of the chart, our tax figures if S. 1991
is adopted, would be doubled over what they had been in the grim years
of 1961 and 1962, even though no Judd & Detweiler personnel have to
resort to the unemployment compensation rolls.

The other exhibits are-based on projections of the effect of S. 1991 on
11 other printing coml)aies, some large, some small, located in eight
different States, viz, Illinois, Connecticut, Kentucky, Arkansas, Indi-
ana., Louisiana, Florida, an(l Kansas. Exhibits 3 and 4, from illinois,show that in a small Chicago firm vith an experience rating of four-
tenths of 1 percent, now paying "a tax bill of $2,300, would eventually
be faced with costs of $17,500; but in a larger firm in a nearby commu-
nity which enjoys the minimum rate, the tax wotfld go from app'oxi-
mately $4,100 to nearly $56,000.

In Connecticut, exhibit 5, the rates for a medium-size company, not
having a minimum experience rating, would more than triple. In
Kentucky (exhibit 6), a firm reporting its local merit rating such that
no State tax is required, would find its tax bill going from $1,400 to
$17,800.

To sa.ne principles of geometric tax progression are illustrated in
the figures, for aii Arkansas concern (exhibit 7), two Indiana firms
(exhibits 8 and 9), two companies in New Orleans, La. (exhibits 10
and 11), and of Florida (exhibit 12) and Kansas (exhibit 13)p,'inters.

These exhibits show clearly that the passage of S. 1991 would result
in serious cost dislocations in the printing industry. The favorable
experience ratings prove that we generally maintain stable employ-
,ent levels and that there is no justification for a tax increase of the
magnitude proposed in S. 1991. For the same reasons they show why
we favor the passage of H.R. 15119 which retains experience ratings.

I request permission to have these exhibits inserted in the. record.
lrfh CHAIIMAN. As I understand it, S. 1991 had a provision that

would give the State the option to repeal the experience rating if they
ivai) ted to, but it was not mandatory.

Mr. SHIELDS. Well, that is correct, as I understand the thing, what
we have to look at the thing is we have to make projections that it
could happen and therefore we have to look at it in that light.

The CHAIRM AN. Thank you.
Mr. ST1wLDS. Mr. Chairman, I requested permission to have these

exhibits inserted in the record. I didn't know whether you heard it.
The CHAIRMAN. Yes.
(The exhibits follow:)
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SUPPLMENTARY EXHIBITS TO TESTIMONY OF PRINTING INDUSTRIES or AMEoC,
11q0.

EBxC rr 1

Unemployment compeeation awlysis
JUDD & DETWEILER, INC., WASHINGTON, D.C.

Present law 8. 1991 5. 1991
($3,000 ($5,00 ($6,00

maximum) maximum) maximum)

1. 1965annual payroll ----------- _-----_---------------- $3,007,200 $3,007,200 $3,007,200
2. Col. 1-Total annual wages exceeding $3,000 for each em-

ployee----------------- --------------------------- $2, 020,096......................----
Col. -Total annual wages exceeding $5,00 for each em.

ploye --------------- _--.------------------------ ---------------- $1,428,633 ..............
Col. 3-Wages exceeding $6,600 ---------------------- _-.---------- .-------------- $1, 115, 845

3. Taxable payroll ------------------------------------------ $987,104 $1,578,507 $1,891,355
4. Current and proposed Federal unemployment compensa-

tion tax rates ------------------------------------------- 0.004 0.0055 0.0055
5. Federal unemployment compensation tax ----------------- $3,948 $8,682 $10,402
6. State unemployment compensation tax rate:

(a) With experience rating ---------------------------- 0.001 0.001 0.001
(b) Without experience rating ------------------------- 0.027 0.027 0.027

7. State unemployment compensation tax:
(a) With experience rating -------------------------- $987 $1,579 $1,891
(b) Without experience rating ......------------------ $26,650 $42,621 $51,066

8. Total Federal and State unemployment compensation tax:
(a) With experience rating ............-- - ------------- $4,935 $10,261 $11,981
b) Without experience rating ----------------------- $30,598 $51,303 $04,468

9. Present Federal and State unemployment compensation
tax ----------------------------------------- -------------------- $4,935 $4,935

10. Additional unemployment compensation tax if H.R. 8282
is enacted:

4) Withexperience rating --------------------------- -------------- $5,326 $7,046
Without experience rating ------------------------ I ----------- $46,368 $57,433

513 employee
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EXHIBIT 2
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$2,152. - .001 Rate

$2,159. T .001 Rate

$7,102. - .003 Rate

$13,705 - 1.00 Rate

$1,321. - .001 Rate

$1 280. - .001 Rate

$27,897 - 2.00 Rate

$26,38 - 2.00 Rate
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J S-1991 1ith inimumExperience Rating .00,1 ate
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ExlnIlT 3

Unemployment compensation anali818

BRUCE OFFSET CO., CHICAGO, ILL.

Present law 8. 191 S. 1991
($3,000 ($5,600 ($6,600

maximum) maximum) maximum)

1. 1985 annual payroll ------------.------------------------ $805,000 $805,000 $805,000
2. Col. 1-Total annual wages exceeding $3,000 for each em-

ployee ------------------------------------------------- $515,000 ..........................
Col. 2-Total annual wages exceeding $5,600 for each em-

plo ee --------------------------------------------------------- $829,000......
Col. 8-Wages exceeding $6,600 - ------------------------------------- ----------- $259,

3. Taxable payroll ------------------------------------------ $290000 $476,000 $546,000
4. Current and proposed Federal Unemployment Compen-

sation tax rates ------ ---------------------------------- 0.004 0. 0055 0. 005
5. Federal Unemployment Compensation tax ---------------- $1,160 $2,618 $2,80M
6. State Unemployment Compensation tax rate:

(a) With experience rating ----- _--------------------- 0.004 0.004 0.004
(b)Without experience rating ------------------------- 0.027 0.027 0.027

7. State Unemployment Compensation tax:
a) With experience rating -------------------------- $1,160 $1, 904 $2,184
) Without experience rating-----------------. ... - $7,830 $12,852 $14,742

8. Total Federal and State Unemployment Compensation
tax:

(a) With experience rating ---------------------------- $2, 320 $4,52-2 $4, 997
() Without experience rating --------------------- --. $8,090 $15,470 $17, 545

9. Present Federal and State Unemployment Compensation
tax --------------.------------------------------------ $2,320 $2,320 $2,320

10. Additional Unemployment Compensation tax If S. 1991 is
enacted:

a) With experience rating ------------------------------------- $2, 202 $2, 677
6) Without experience rating ......................... A "70 $13,150 $15,225

98 employees.

tXEHIT 4

Unemployment compewsatton analysis

PHOTOPRESS, INC., BROADVIEW, ILL.

Present law 8. 1991, S. 1991,
($3,000 ($5,600 ($6,600

maximum) maximum) maximum)

1. 1965 annual payroll -------------------------------------- $3.115,609 $3,115, 609 $3,115, 0
2. Col. 1-Total annual wages exceeding $3,000 for each

employee ---------------------------------------- $2,277,777 ............................
Col. 2-Total annual wages exceeding $5,600 for each

employee ------------------------------------------------------------- $1, 656,936.........
Col. 3-Wages exceeding $0,600 -------------------------- -------------- -------------- $1,398,088

3. Taxable payroll ----------------------.------------------- $837,832 $1,468,673 $1, 717,5
4. Current and proposed Federal unemployment compensa-

tion tax rates ------------------------------------------- 0. 004 0.0055 0.0055
5. Federal unemployment compensation tax ----------------- $3, 351 $8,0'23 $9,44
8. State unemployment compensation tax rate:

(a) With experience rating ---------------------------- 0.001 0.001 0. 001
(b) Without experience rating ------------------------ 0. 027 0.027 0.027

7. State unemployment compensation tax:
(a) With experience rating -------------------------- $838 $1,459 $1,717
(b) Without experience rating ---------------- --- $22,521 $39,384 $46,373

8. Total Federal and State unemployment compensation tax:
(a) With experience rating --------------------------- $4,189 $9,482 $11,16
b) Without experience rating --------- _-------------- $25,872 $47, 107 $55,819

9. Present Federal and State unemployment compensation
tax -------------------------------------------------- -$4,189 $4,189 $4,189

10. Additional unemployment compensation tax if S. 1991 is
enacted:

(a? With experience rating -----------------------_--------- - $5,293 $6,91
Without experience-rating ......................... -$21,682 $43,217 $51,030

275 employees.
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EXHIBIT 5

Unemployment compenaations anaV8fe
KURT It. VOLK, INC., AND VOLK LITHO, INC., MILFORD, CONN.

Present law S. 1991 8. 1991
($3,000 ($5,000 ($6,000

maximum) maximum) maximum)

1. 1965 annual payroll --------------------------------------- $1,276,024 $1,276,024 $1,276,024
2. Col. I-Total annual wages exceeding $3,000 for each em-

ployee-----------------------------------------$815,570 ............................Col. 2-Total annual wages ex.ceeding $5,000 for each em-
ployee- -------------------------------------------------............. $487, 850

Col. 3-Wages exceeding $6,.00--------------------------- ------------------------- $390, 024
3. Taxable payroll ------------------------------------------ $460,454 $788,174 $886,000
4, Current and proposed Federal unemployment compensa-

tion tax rates ----------------------------------------- 0.004 0.0055 0.0055
5. Federal unemployment compensation tax ---------------- $1,842 $4,335 $4,873
6. State unemployment compensation taxxate:

(a) With experience rating ---------------------------- 0.017 0.017 0.017
(b) Without experience rating- ------------------- - 0.027 0.027 0.027

7, State unemployment compensation tax:
(a) With experience rating ........-- $8,131 $13,850 $15,002
(b) Without experience rating...-------.--------- - $12,432 $21,281 $23, 92

8. Total Federaland State unemployment compensation tax:
n) With experience rating --------------------------- $9,973 $18,180 $19,93
b) Without experience rating -- _--------------------- $14,274 $25,616 $28,795

9. Present Federal and State unemployment compensation
tax ---------.------------------------------------------ $9,073 $9,973 $9, 97

10. Additional unemployment compensation tax If S. 1991 is
enacted:

(a) With experience rating --- _-------------------------------- $8,212 $9,962
(b) Without experience rating ------------------------- $4,301 $15,643 $18,822

140 employees.

ExkEBIr 6

Unemploitment c6mpeneation analvis
THE HERALD PRINTING, LOUISVILLE, KY.

Present law B. 1991 B. 1091
($3,000 ($5,0o ($6o600

maximum) maximum) maximum)

1. 1065 annual payroll --------------------------------------- $652, 209 $5 269 $52, 260
2. Col. 1-Total annual wages exceeding $3,000 for each em-

ployee------------------------------------------------- -$295 740 ......................
Col. 2-Total annual wages exceeding $5,600 for each em-

ployeeo ------------------------------------------------ $152,397-----------
Col. 3-Wages exceeding $6,600------------------------------------------- --- $96,0 

3. Taxable payroll ------------------------------------------- $356, 528 $499,871 $556, 289
4. Current and proposed Federal unemployment compensa-

tion tax rates .---------------............................ 0.004 0.0055 0.0055
S. Federal unemployment compensation tax ................. $1,426 $2, 749 $2,960
6. State memployrmen compensation tax rate:

(a) With experience rating ............................ 0 0 0
(b) Without experience rating ...................... 0.027 0.027 0.027

7. State unemployment compensation tax:
(a) With experience rating ............................ 0 0 0
(b) Without experience rating ---------------------- $9, 525 $13,480 $14, 904

& Total F federal and State unemployment compensation tax:
(a) With experience rating ------------------- _--- $1,426 $2, 749 $2,960
(6) Without experience rating ------------------------ $1 951 $16, 229 $17,864

9. Present Federal and State unemployment compensation
tax ----------------------------------------------------- ---------- $1,42 $1,426

10. Additional unemployment compensation tax if S. 1991 Is
enacted:

(a) With experience rating .............---- -----------------. - - - - - $1,323 $1, &34
(6) Without experience rating ...................... -- -- $14,803 $10,438

110 mployee.
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EXHIBIT 7

Unemployment compensation analysis
DEMOCRAT PRINTING & LITHOGRAPHIC CO., LITTLE ROCK, ARK.

Present laa S. 1991 S. 1991
($3,0 ($5,600 ($8,600

maximmn' maximum) maximum)

1. 1965 annual payroll --------------------------------------- $613,311 $613,311 $613,311
2. Col. 1-Total annual wages exceeding $3,000 for each em-

ployee -------------------------------------------------- $324,718 ...........................
Col. 2-Total annual wages exceeding $5,600 for each em-

ploye --------------------------------------------------------------- $148,892...........
Col. 3-Wages exceeding $6,000 ------------------------------------ ----------- - $102 8902

3. Taxable payroll - ------------------------------------- $288, 593 $, 49 $510, 419
4. Current and proposed Federal unemployment compensa-

tion tax rates ------------------------------------------- 0.004 0.0055 0.0055
5. Federal unemployment compensation tax ----------------- $1,154 $2,554 $2,807
6. State unemployment compensation tax rate:

(a) With experience rating ---------------------------- 0.005 0.005 0.005
(5) Without experience rating ---------------------- 0.027 0.027 0.027

7. State unemployment compensation tax:
(a) With experience rating --------------------------- $1,442 $2,332 $2,557
(b) Without experience rating ------------------------- $7,792 $12,542 $13,780

8. Total Federal and State unemployment compensation tax:
(a? With experience rating ------------ _- $2,597 $4, 876 $5, 394

Without experience rating. . ----------------- $10,389 $17,418 $19,174
9. Present Federal and State unemployment compensation

tax --------------------------------------------------------------------- $2,597 $2,597
10. Additional unemployment compensation tax if S. 1991 is

enacted:
a With experience rating ------------------------------------- $2,279 $2,787

Without experience rating -------------- -- .............. -$14, 821 $16,587

95 employees.

ExHnIT 8

Unemplo ment oompwesation GtM4ya
CORNELIUS PRINTING CO., INDIANAPOLIS, IND.

Present law 8.1991 5. 1991
($3,000 ($5,600 ($6,00

maximum) maximum) maximum)

1. l95annual payroll -------------------------------------- $1,640,000 $1,640,000 $1, 84O, 000
2. Col. 1-Total annual wages exceeding $3,000 for each

employee-- ------------------------------------ $891,337 ............................
Col. 2-Total annual wages exceeding $5,600 for each

employee -------------------------------------------------- --------------- $450,469...........
Col. 3-Wages exceeding $6,600 ---------------- ----..-------- $320,64

3. Taxable payroll ------------------------------------------ $793, 63 $1, 189,531 $1, 319, 38
4. Current and proposed Federal unemployment compensa-

tion tax rates ---..-------------------------------------- 0. 004 0.0055 0.0056
5. Federal unemployment compensation tax ----------------- $2,995 $6,542 $7,2M
6. State unemployment compensation tax rate:

(a) With experience rating ---------------------------- 0. 007 0.007 0.007
b Without experience rating ------------------------- 0.027 0.027 0.027

7. State unemployment compensation tax:
(a) Witli experience rating -------------------------- $5,4 85 $8,327 $9,134
(b) Wihout experience rating ------------------------ $21, 159 $, 117 $35, 517

8. Total Fe ieral and State unemployment compensation
tax:
(a With experience rating- ------------------------ $8,480 $14,869 $16,399
b. Without experience rating -------------------- - $24,153 $38, 659 $42,772

9. Present Federal and State unemployment compensation
tax ----------------------------------------------------- $8,480 $8,480 $8,480

10. Additional unemployment compensation tax if S. 1991 is
enacted:
a(a With experience rating ------------------------------------- $6,389 $7,919

Without experience rating ------------------------ $15,673 $30,179 $34,292

225 employees.
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ExmIrr 9

Unemployment compencation analy8i8

ROGERS TYPESETTING CO., INDIANAPOLIS, IND.

Present law 8. 1991 8. 1991($3,000 ($5,600 ($6,600
maximum) maximum) maximum)

1. 195 annual payroll --------------------------------------- $312,383 $312,383 $312,383
2. Col. 1-Total annual wages exceeding $3,000 for each em-

ployee ..............------------------------------------ $181,321---------------------
Col. 2-Total annual wages exceeding $5,600 for each em-

ployee --------------------------------------------------------------- $94,519...........
Col. 3-Wages exceeding $6,600 ........................................................ $68,805

3. Taxable payroll ------------------------------------------ $131,062 $217,864 $243, 578
4. Current and proposed Federal unemployment compensa-

tion tax rates ------------------------------------------- 0.004 0.0055 0.0055
5. Federal unemployment compensation tax ................. $524 $1,198 $1,340
6. State unemployment tax rate:

(a) With experience ratig ............................. 0.005 0.005 0.005
(b) Without experience rating ---------------------- 0.027 0.027 0.0127

7. State unemployment compensation tax:
(a) With experience rating ............................. $655 $1,089 $1, 218
(b) Without experience rating ------------------------- $3, 539 $5,882 $6,587

8. Total Federal and State unemployment compensation tax:
(a) With experience rating ............................. $1,179 $2,287 $2,558
(b) Without experience rating ------------------------- $4,002 $7,080 $7,927

9. Present Federal and State unemployment compensation
tax ----------------------------------------------------- $1,179 $1,179 $1,179

10. Additional unemployment compensation tax if S. 1991 is
enacted:

(a) With experience rating ............................. ...... $1,108 $1,379
(6) Without experience rating ......................... $2,883 $5,901 $6,748

45 employees.

Exurnrr 10

Unemployment compensation analysts

NEW ORLEANS ENGRAVING CO., NEW ORLEANS, LA.

Present law S. 1991 S. 1991
($3,000 ($5,600 ($8,600

maximum) maximum) maximum)

1. 1Q6 annual payroll --------------------------------------- $78,000 $78,000 .............
2. Col. 1-Total annual wages exceeding $3,000 for each em-

ploye -------------------------------------------------- $30,000 ............................
Col. 2-Total annual wages exceeding $5,600 for each em-

ployee ---------------------------------------------------------------- $6,500 .............
Col. 3-Wages exceeding $8,600 .........................................................

3. Taxable payroll ------------------------------------------ $48,000 $71,500...........
4. Current and proposed Federal unemployment compensa-

tion tax rates ------------------------------------------- 0.004 0. 005 ............
5. Federal unemployment compensation tax ----------------- $192 $843 .............
8. State unemployment compensation tax rate:

(a) With experience rating -_----------------------- 0.009 0.009 .............
(b) Without experience rating ------------------------ 0.027 0.027 ............

7. State unemployment compensation tax:
(a) With experience rating --------------------- ----- $432 $643 .............
(b) Without experience rating ---------------- ------ $1,2M $1,99...........

8. Total Federal and State unemployment compensation tax:
(a) With experience rating ---------------------------- $624 $1, 036 ...........
b) Without experience rating ----------------------- $1,920 $2,986..5 ........

0. Present Federal and State unemployment compensation
tax --------.------------------------------------------------------- $624 ..............

10. Additional unemployment compensation tax if S. 1991 is
enacted:I With experience rating ............................ ........ ----- $412...........

Without experience rating ------------------------ -------------- $2, SI.......

18 employees
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EXHIBIT 11

Uncmployment compensation analyst

CENTURY PRINTING CO., NEW ORLEANS, LA.

Present law 8.1991 S. 1191
($3,000 ($5,600 ($6,( 00

maxmuin) mnaxinumn) lnaxiniumn)

1. 1985 annual payroll -----.--------------------------------- . $689,203 $689,203 $639,203
2. Col. 1-Total annual wages exceeding $3,000 for each em-

ploye ------------------------------------------------ $312,949 --------------...............
Col..2-Total annual wages exceeding $5,600 for each em-

ployee -------------------------------------------------- $141,349.
Col. 3-Wages exceeding $6,600 ..........................................-

3. Taxable payroll - ----------------------------------- $376,254 $547, 854...........
4. Current and proposed Federal unemployment comnpen-

sation tax rates ---------------------------------------- 0.004 0.0055 .............
5. Federal unemployment compensation tax ----------------- $1,505 $3,013 .............
6. State unemployment compensation tax rate:

(a) With experience rating ---------------------------- 0.020 0.020 ............
(b) Without experience rating ------------------------- 0.027 0.027 --------

7. State unemployment conpensation tax:
(a) With experience rating --------------------- ---- $7, 525 $10,957 .............
(b) Without experience rating ------------------------ $10,160 $14,793...........

F. Total Federal and State unemployment compensation
tax:

(a) With experience rating --------------------------- $9,030 $13,970 --------------
(b) Without experience rating ------------------------ $11,665 $17,810...........

9. Present Federal and State unemployment compensation
tax ------------------------------------- ------------------------------- $9,030 ............

10. Additional unemployment compensation tax if S. 1991
is enacted:

(a) With experience rating .-------------------------- ---------- $4,940 -------------
b) Without experience rating ----------------------..-............. $8,780

115 employees.

EXHIBIT 12

Unemployment compensation analy8is
LEWIS BUSINESS FORMS, INC., JACKSONVILLE, FLA.

Present law 5. 1091 8.1991
($3,000 maxi- ($5,600 maxi- ($6,600 ma I-

mum) mum) mum)

1. l965annualpayroll --------------------------------------- $1,984,340 $1,984,340 .............
2. Col. 1-Total annual wages exceeding $3,000 for each em-

ployee -------------------------------------------------- $1,008,834 --------------..........
Col. 2-Total annual wages exceeding $5,600 for each em-

ployee ---------------------------------------------------------------- $476, 123 --------------
Col. 3-Wages exceeding $6,60 .................................................. ................

3. Taxable payroll -------.--------------------------------- $975,506 $1,508,217 .............
4. Current and proposed Federal unemployment compensa-

tion tax rates _-------------------.-------------------- 0.004 0.0055 ...........
5. Federal unemployment compensation tax _---------------- $3, 902 $8,295 .............
6. State unemployment compensation tax rate:

(a) Withexpemienco rating ---------------------------- 0.00403 0.00403-----------
(b) Withoutexperiencerating ------------------------ 0.027 0.027 -------- "

7. State unemployment compensation tax:
(a) With experience rating --------------------------- $3,931 $6, 078 .............
(b) Without experience rating ------------------------ $26,339 $40,722

8. Total FAderal and State unemployment compensation tax:
(a) With experience rating -------------------------- $7,833 $14, 373 ............
(b) Without experience rating ------------------------ $30, 240 $49, 017 .............

9. Present Federal and State unemployment compensation
tax ------------------------------------------------ $7,833 $7,833 -------------

10. Additional unemployment compensation tax if S. 1991 Is
enacted:

a) With experience rating ------------------------------ ------ $6,40 5 .............
() Without experience rating ----------------------- ,4 7 $41,184 .............

330employees.
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EXHIBIT 13

UnemploVment compensation anoly8is

McCORMICK-ARMSTRONG, WICHITA, KANS.

Present law . 1991 8. 1091
($3,000 ($5,600 ($6,600

maximum) maximum) maximum)

1. 1965 annual payroll---------------------------... $1,983,074 $1,983,074 ----..........
2. Col. 1-Total annual wages exceeding $3,000 for each em-

ployee ---------------......... ------------------------- $1,211,268 --------.....................
Col. 2-Total annual wages exceeding $5,600 for each em-

ployee ----------------------------------------------- -- -------------- $736,421 --------------
Col. 3-W ages exceeding $6 600 ---------------------------- - --------------... . . .. . .

3. Taxable payroll ------------------------------------------ $771,806 $1,246,653 --------------
4. Current and proposed Federal unemployment compensa-

tion tax rates ......------------------------------------- 0.004 0.0055 --------------
5. Federal unemployment compensation tax ----------------- $3,087 $6,856 .............
6. State unemployment compensation tax rate:

(a) With experience rating ------- 0. 0075 0.0075 --------------
(b) Without experience rating ------------------------ 0. 027 0,027 .............

7. State unemployment compensation tax:
(a) With experience rating -------------------------- $5, 788 $9,349 .............
(b) Without experience rating ------------------------ $20,879 $45,648...........

8. Total Federal and State unemployment comnsation tax:
(a) With experience rating _------------------------- $8,875 $16,205
(b) Without experience rating ------------------------ $23,906 $52, 504-----------

9. Present Federal and State unemployment compensation
tax ----------------------------------------------------- ----------- - $8,875 -------------

10. Additional unemployment compensation tax If S. 1991 Is
enacted:

(a) With experience rating ---------------------------- -------------- $7,330 -------------
(b) Without experience rating. ---------------------- -------------- $43,629...........

316 employees.

Senator ANDERSON. Our main discussion ought to be on H.R. 15119.
Your told us about S. 1991. Do you approve of H.R. 15119; is that
correct?

Mr. SIIIELDS. I did not understand your question.
Senator ANDERSON. Do you support that?
Mr. SHIELDS. Yes, sir. I said the exhibits showing the favorable

experience rating prove that we have stable employment and we do
support and hope that you will pass and report this bill as it is, H.R.
15119. I say in my statement, I quote it, for the same reasons they
show why we favor the passage of H.R. 15119 which retains experi-
ence ratings.

Senator ANDERSON. Do you have any suggestions for its improve-
ments?

Mr. SIIIELDS. Well, sir we did not go into that; no.
Senator ANDERSON. That is what confuses me a little bit. You

know S. 1991 is in trouble and may not be passed. What about 11.11.
15119, is there anything in it that you would change?

Mr. SHIELDS. We would be satisfied that this bill is a realistic ap-
proach to the problem, so that so far as--I am unprepared to testify
on any changes that I would like to see in that bill. We have accepted
the fact that it passed so nearly unanimously in the House, and that
this, we can accept this bill we think we can live with it.

Senator ANDERSON. Welel, I was in the House when the House passed
a very stronglabor bill, and Senator Taft improved it in the Senate.
It is not possible, then, you think, to improve S. 15119?

Mr. SHIELDS. Yes, sir; I am sure it is possible to improve it but I -am
not prepared to discuss it.
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Senator ANDERSON. Does your experience in business indicate that
there isn't anything that can be done to it I

Mr. SHIELDs. My experience shows strongly that we must have a
bill retaining experience ratings, that is my main purpose.

Senator ANDERSON. As long as it has this, nothing else matters?
Mr. SHIELDS. Yes.
Senator ANDERSON. You have 400 employees. Do you have stable

employment?
Mr. SHIELDS. Right.
Senator ANDERsoN. Has it been stable for a long time?
Mr. SHIELDS. Except this one period which shows graphically how

the experience rating helped us come back. We paid the price for
a period of time and then we could look forward to coming back to a
figure with which we could live.

Senator ANDERSON. I do not question what you have said. I think
it is strange that some of the witnesses have had not had a single thing
in the bill they could point to and say we would like for it to be
changed. You just want us to take the House bill as is, and occa-
sionally things do get improved by another House, changes at least.

Mr. SHiELDs. Many times we get accused of being accused of being
against everything in business that I think perhaps when we felt we
had a bill that we feel we could live with we should support it and not
try to weaken our case and say we are against everything. We do not
want any unemployment compensation which is not true. We do, I
am sure, as Mr. Thrush p pointed out, and if he wants to say something,
we do feel that, the abuses, there are abuses in unemployment com-
pensation, and we would love to have these corrected.

Mr. THRTiSH. I think that the comment I wanted to make, Senator,
was this: That we are here really representing the graphic arts in-
dustry, and we recognize that perhaps there are provisions in H.R.
15119 that would increase the Federal tax, it applies to everybody,
including ourselves, but we do not object to that because we do not
think that the graphic arts should speak for the entire country, but we
do think that we have a Very substantial case about experience ratings
and I personally would be-quite upset if it was left as an optional thing
in the bill. I think it should be left in there definitely that experi-
ence and the merit system continue. I think sometimes we fail to
realize that when this body acts and it is then left at an option of the
States that a great many forces are brought to bear which get beyond
the control of sound practice, where people who are active and are able
to impose their ideas on State organizations then permit the experi-
ence rating factor to be eliminated in spite of the fact that this com-
mittee might want to see it remain and, therefore, we would prefer to
see it specifically retained and not, as the chairman has indicated, that
it is left up, it is kind of an optional thing that States can or cannot
have. I think it would be, this committee might be perhaps remiss
to do that. I believe that this should be in there.

Here we have 35,000 very small businesses. The thing that the
Small Business Committee of this Senate tries to encourage, and yet
by permitting a lapse of merit rating could -really be a severe blow
to these people and perhaps in many cases put: them out of business.
You are talking about some very substantial money in very small
people.
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Senator ANDERSN.: You think Judd & Detweiler with 400 employ-
ees is a very small business, do you ?

Mr. Tiinusii' Well sii,, I will say this, I have 30 employers, and
I operate a very small business, and the average-

Sehator ANDERSON. But you have 30 and they have 400 or 500,
what does that say about their business?

Mr .THRUsH. It is larger than mine.
Senator ADRsow. 'That is right. And larger than most.
Mr. ThRntsii. It is larger than most in the printing industry; yes,

sir.
Mr. REmILY. The average is 18.
Mr. THRUSH. The average is 18, and you are talking about people

who would be very sensitive to this kind of a change in the system.
Actually, I think that Mr. Shields' charts show this very dramatically.
In one case somebody goes from paying $5,000 to $6,700 and it is not
a big business. It is a relatively small business. I think if you look
through the charts, Senator, you will see we are talking about small
business.' We have actually tried to select at random so you will get
a n idea of the impact it would have not in one particular area, but
across the country and we have also selected different sizes of plants.

Senator ANDERSON. You say the printing business, the graphic arts
is a more stable industry than most?

Mr. TnRVSH. It is one of the most stable businesses in this country,
sir.

Senator ANDERSON. That is my experience and, therefore, it is not
tyVical of the country generally.

24r. THRusH. I would say it was not typical. I think that we are--
the fact that we are not typical perhaps shows the soundness of what
President Roosevelt asked for originally that he wanted stable em-
ployment. This is an insurance program, unemployment compensa-
tion insurance, and this is the kind of thing that is best, the most
satisfactory arrangement that could possibly be if there were stableemployment.
That is the end that the bill is intended to provide in my under-

standing.
Senator ANDERSON. I was only thinking that there might be other

industries that are not quite as stable as the graphic arts industry and
maybe they should have some help. You do not think that is possible?

Mr. THRUSH. I think it is possible to give them help without eli-
minating the merit system, sir.

Mr. Si-IELus. Should they be helped by the printing industry? I
do not believe' we have gone that far to the common mixing of every-
thing, have we, at least I-hope not.

Senator ANDERSON. Do you think a system which would deny the
merit rating is what you are talking about?

Mr. SHELDS. We would pay the bame tax rate as some industry
which had no stability, and, therefore, we would be paying their un-
employment compensation. This I do not think is right at all.

Senator ANDERSON. I would hope that you woulI have felt there
might be something in the bill that you could tell us just besides you
want to take it as it stands. This committee has to do some work on it
and maybe some writing about it. Could it be possible we might find
something good, do you suppose, to put in there?
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. Mr. SHIELDS. I am not prepared at this point to represent the print-
ing industry, are you, Don V

',Mr. TUSH (I do not think we can represent it but we certainly
can express our own views on it and I think the chairman, Senator
Long expressed the idea of incentives and we certainly could not in
good conscience oppose such things because this is something that we
recognize that there are variables between different States and per-
haps they need some dnd of incentive and incentives are part p this
system, the American system, and we certainly favor it, ht, we cer-
tainly can feel very strongly about the merit rating system, Senator.
We feel this is a vitally important factor to continue.

The CHAIRAN. I do not think there is any substantial disposition
in the Senate--there was not any in the Hose--to discontinue the
merit rating. I do have just one thought that occurs to me: I notice
in the District of Columbia where you made your computation, stable
industry has a minimum of 0.1 percent tax. Now in some States it
goes down to zero. Can you see the wisdom of applying the insurance
principal to the extent of saying, Well, those who suffer no6 lbsses
should at least make some contribution for the insurance to help cover
the cost of those who, of those high loss customers that we have. in this
business, are not able to maintain that ' kind of stable employment."
In other words can you see the logic in saying,' "Wel, you ought to
pa% some tax -Or unemployment insurance, something. _ _

Jr. SHiLVs. Yes, sir, was really shocked when through this stud7,
we found out there were States, I think Kentucky, where.there is no-
they have an experience rating and so much money, is 'vhat the man
toldme, they have got enough in their fund, their individual fund, to
cover their possible, I suppose it is actuarially compiuted liability for
possible, unemployment compensation and they wZuld pay 'no ' no'q
funds: Now they have paiid into that fund so the y have-ii 1is ttaxed..The CHAIRMAN. I personally question the desirability of letting it

go down to zero. T o it

Mr. TnitUSe. I think in many of the States there is a minimum ex-
perience rating you can have.

The CHAIRMA. For example, in South Dakota they have got 42
percent of their wages subject to a zero tax.

Here' is West Virginia that has had a lot of unemployment, 32 per-
cent of their wages subject to zero tax for unemployment insurance.
Iowa has 25 percent subject t to zero tax. It would seem to me tlat if
t4 State had a substantial amount of unemployment that those who do
not have -any unemployment should contribute something to help
carry the burden of the program rather than to just contribute zero
to.the State fund. I should think they would contribute some minimal
amount. & I..

Mr. TintrsH. I think perhaps the Senator misinterprets what we
are getting at. We are not objecting to paying the tax and with the
experience rating we will be increasing our tax considerably to the new
basis but ,the difference between having an experience rating and not
having an experience rating, take your-let's say in Kentucky, Which
is one of the worst situations, let's say that' we can expose a .zero ex-
perience rating, they would go from $1,500 to $60 000. From my inti-
mate knowledge of the profit situation in this industry in maapy cases
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this would make for real hardship and in many cases put some of
these small employers who are sole proprietors in many cases out of
business.

The CHAIRMAN. If you go from zero to one-tenth of I percent, that
is not likely to wreck anybody, would it?

Mr. SlHELDS, This, I think, anybody could live with.
Mr. THRusH. We certainly agree with that.
Mr. SHELDS. However, I kf0w. the condition of the District of

Columbia where the fund there, I think is in the neighborhood of $65
million, there is a lot of income; in other words, the fact you are not
paying any rate this year if you have on deposit-I haven't any idea
what it is, $50,000 is a sizable income from tfat money I assume this
is invested in Government securities or something so that you would
be making a contribution evei though you did not pay anything in this
particular year if you had a sizable fund on deposit.

Mr. REILLY. Mr. Chairman, if I may venture a comment, I would
like to point outl that supportin rease in the Federal unemploy-
ment tax in the House . ie purpose iat, of course, is to go
partly into this fun or an extende period o nefits during times
of recession, and ic hve no objection to that even- ought we do not
expect our md try to be severely a eeven bya ' r sion,

Senator DERsoN. Let i go k t at r. Shi ds is saying
again, this 's what bot m . A the bot Im of the p e you say
if the Dis jet is cor led to ban n the erit rating pl , our bill
for une loyment ompensat on i mpf 1$5,000 65,000.
Do you now of a b1 e eDis i to a it; if
so, whia bills it?

Mr. H D bill co s, ut it d site, t posile.
Senao rANDE o, Wh . .th.
Mr. ESmEs. o ti 11 know, nd weall kno when: omethi issha F y, sitig ,on the it

becom a plum be pi b e t there, and e pres-
suresth t would br ght b n is or whoeve decides
whether r not erit rati nt ued, I a reason ly sure
it would o ly be a matter of i il thi ex rating ..os modi ,
fled subta tially if not aw ith. T 'why we e opposed
to the fact at you m e it al wi h e States far as the
merit rating stemm. This sbilt nto the bl nd protected
because it helps e purpose for which the whole thin as established.

Senator AxDF . That is what makes it ha or me, to under-
stand your statement. ou base it all on sion , if you abandooi
themerit rating program. act, the bill had anoptioii
and *did not have compulsion and the Secretary, Mr. Wirtz, said he
was withdrawing that. So.what are you: fightingtC Isn't it a qom-
pletely empty bag? Nobody is advocating that, are they?

Mr. SHxsDo. I think they are.,
Senator ANDERSoN. Who?
Mr. SHTELoS. I think that there are many in this country who would

like to see this funding up to the maximum in the amount in there'
because the people will spend it. This has-been proven, in the District
of Columbia.

Sena'or ANDSOx, I heard testimony a while ago, that there were
women who were talking about having a temperance act, ,This was

05-992--6----42
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during the Volstead period. The fact that 'they recommend that,
does that mean we are going to have that sort of thing established?

Mr. TilRuSH. But it is part of the bill, Senator, isn't that part of
S. 1991?

Senator ANDERSON. No* a permission to do it there, but no com-
pulsion. Ie says if the district is compelled to abandon the merit
system. Who has suggested that they be compelled, anybody ?

Mr. THiRisII. I think we are suggesting-
Senator ANDERSON. No, no; who has tried to compel it?
Mr. SHIELDS. I hope no one; I do not know anybody who has com-

pelled.
Senator ANDERSON. What is your statement al)out ?
Mr. TmRUSm. We want to prevent the compulsion of the District.
The CITAIRMAN. May I say this, Senator Anderson, the Secretatry

testified that the Labor Department had originally recommended the
provision that these gentlemen are testifying against but that the
House turned it down, and he was not asking for it any longer. But
I assume that those representing the printing industry just wanted to
be sure that in the event that someone suggested it from the committee,
when they met, that they were against it.

Senator ANDRso. I do not know a single member of the Finance
Committee that is in favor of this. Why did you come in and tell us
that?

Mr. SHIELDS. Because I do not know whether you are for it or
against it, sir. You have not voted on it so far as I know.

Senator ANmRSON. The House has not.
Mr. SHIELDS. No; the Senate has not yet had a chance. I do not

know who is for it or who is against it if it is mandatory.
Senator ANnmsoN. Who is advocating it ?
Mr. THmusH. It is in the bill.
Mr. REnLY. It is in the McCarthy bill. If you add together all the

provisions of the McCarthy bill and -the administration bill, it is cal-
culated to induce the States to adopt a pool fund system; otherwise
it would be virtually impossible to finance the provisions of that bill,
except by abandoning the merit rating system, and that is why that
provision is in there, which allows the States to do it. That is the
point of our testimony.

Senator ANDmsoN. I thought Secretary Wirtz had withdrawn the
suggestion made. I administered the unemployment administration
in ethe beginning of it. I never heard anyboy make the suggestion
to me. ilike the merit rating system. But the whole testimony has
been about how awful this is. Someone bats his fists against the posts
and says he sees a ghost.

Mr. RmLLY. No; Senator Anderson, because the bill is actually pend-
ing here.

Senator ANDERsoN. That is why I would have liked to get sugges-
tions Mr. Reilly, as to how to improve it, but not as to provisions
which do not exist so far as this committee is concerned.The CHAMMAN. We will adjourn until 10 o'clock tomorrow morn-
ina at which time we will hold an executive meeting.

Thank you very much.
(By direction of the chairman, the following is made a part of

the record:)
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NATIONAL INDUSTRIAL DISTRIBUTORS' AssOCIATION,
Philadelphia, Pa., June 13, 1966.

Hon. RUSSELL B. LONG,
,Chairman, Finance Committee,
U.S. Senate, Washington, D.C.

My DEAR MR. SENATOR: I understand your Committee has under consideration
Bill S. 1991 which would tend to federalize the States' Unemployment Compen-
sation Systems.

Enclosed Is a resolution unanimously adopted at our 61st Annual Meeting
in New York City opposing passage of this bill.

Our Association represents 533 distributors of industrial supplies and equip-
ment including the largest In the country and we hope you will keep our views
In mind when considering this legislation.

Yours very truly,
ROBERT G. CI4FTON,

RoeoutivO Secretary.

Whereas, Congressional bills H.R. 8282 and S. 1991 would establish Federal
control over the State Unemployment Compensation Systems thereby adding to
centralization of governmental authority, and

Whereas, this proposed legislation would drastically increase employers' un-
employment compensation taxes, require large increanes in state unemployment
benefits, encourage states to eliminate experience ratings from their unemploy-
nient compensation tax structures, require states to establish a minimum of 26
weeks entitlement for benefits and cause many other detrimental effects, and

Whereas, hearings on H.R. 8282 will be scheduled in the near future by the
House of Representatives' Ways and Means Committee, therefore be it

Resolved, by Members of the National Industrial Distributors' Association in
Convention assembled this 25th day of May, 1966, that we hereby express our
firm opposition to the purposes of this legislation, direct that copies of this Reso-
lution be officially forwarded to Congress and urge Members to express their
individual views on these bills to their Senators and Representatives.

NATIONAL INDUSTRIAL DISmxUTORS' ASSOCIATION,
Philadelphia Pa., June 27, J966.

Hon. RussELL LONa,
Senate Office Building,
Washington, D.C.

My DEAR SENATOR LONG: Thank you very much for yotur letter of the 21st re-
questing our opinion of legislation that may be introduced In the Senate similar
to II.R. 15119.

Although I understand H.R. 15119 was adopted by the House of Representa-
tives by a substantial majority, it is the opinion of our Members that any exten-
sion of Federal control of the States' Unemployment Compensation Systems is
unnecessary and unwise.

For this reason, we remain opposed to H.R. 15119 as we did the original Bill,
H.R. 8282.

Your consideration of our views will be sincerely appreciated.
Yours very truly,

ROBERT G. CLITroN,
Eweoutive Secretary.

AMERICAN TEXTILa MANUFACTURERS INSTITUTE, INC.,
Washington, D.C., July 7, 1966.

Senator RUSSELL B. LONG,
Chairman, Senate Finance Committc,
New Senate Offlce Building, Washington, D.C.

DEAB SENATOR LONG: It iS our understanding that the Senate Finance Commit-
tee will begin hearings on the House-passed Unemployment Insurance Bill, H.R.
15119, on Wednesday, July 13,1966.

The textile industry, one of the nation's larger employers of people, always has
been vitally interested in the maintenance of a strong and sound Unemployment
Compensation system, one that gives adequate protection to the rights of em-
ployees and, at same time, helps stabilize employment.

When hearings were held on the House side, a witness for this organization
appeared and presented testimony setting forth the position of our industry.
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This position in many respect paralleled the Bill which finally was reported
by the House Ways and Means Committee, later to become enacted so overwhelm.
Ingly by the House. In view of the foregoing, it does not seem indicated that we
should request an appearance before your busy Committee to reiterate our pos.
tion. Rather, we employ this means to go on record in support of II.R. 15119 as
passed by the House, without amendment.

We shall appreciate your making this letter a part of the record of the hearings.
Respectfully,

J. BURTON FRIERSON, President.

SOUTH CAROLINA EMPLOYMENT SECURITY COMMISSION,
Columbia, S.C., July 7, 1966.

Mr. ToM VAIL,
Chief Counsel, Senate Finance Committcc, New Senate O111cc Building, Wash.

ington, D.C.
DEAR MR. VAIL: The South Carolina Employment Security Commission has

carefully reviewed the provisions of H.R. 15110, The Unemployment Insurance
Amendments of 190, and wishes to go on record as favoring the enactment of
this Bill without amendments.

Sincerely yours,
B. F. GODFREY,

Erceutivc Director.

AMERICAN HOSPITAL ASSOCIATION,

WASHINGTON SERVICE BUREAU,
Washington, D.C., July 8, 1906.

Don. RUSSELL B. LONO,
Chairman, Finance Committee,
Senate Office Building, Vashington, D.C.

DEAR SENATOR LONG: This statement is sent to you to express the views of the
American Hospital Association in respect to HI.R. 15119, "a bill to extend and
improve the federal-state unemployment compensation program."

We have at various times, on behalf of the great majority of the hospitals of
the nation, expressed our opposition to the compulsory inclusion of nonprofit
hospitals under the unemployment compensation law. The reasons for this
position are that operation of the nation's hospitals produces only a negligible
risk of unemployment for hospital employees. This risk of unemployment does
not Justify adding millions of dollars in unemployment compensation payments
to the public's annual hospital bill. The hospital insurance program enacted
In Public Law 89-97 creates a federal financial responsibility for at least 25
percent of all hospital blils. The cost 9f hospital care to these medicare patients
will be increased by the legislation before you. We believe that hospital
employees would be better served by directing such sums, derived from govern-
ment as well as from all other sources of patient revenue, towards salary
improvement.

We believe H.R. 15119 is a definite improvement over previous legislative pro-
posals in that it relieves hospitals from contributing to unemployment taxes
to pay for unemployment in other industries and, further, in that the states are
prohibited from imposing their regular rate of tax upon nonprofit hospitals.
Nevertheless, there are still aspects of this bill that will contribute unjustifiably
towards increased hospital costs which we wish to bring to your attention.

An examination of the turnover and unemployment situation in nonprofit
hospitals reveals a high rate of voluntary separation of employees and a rather
low level of involuntary departures. (See attached charts.) We fear that
many of the voluntary separations would. in a number of states, qualify for
unemployment compensation benefits either immediately or after a waiting
period. The administration of unemployment compensation programs varies
from state to state. We believe that in some states a separation because of
pregnancy would entitle an employee to unemployment benefits, as would quitting
to marry, to leave the state, to obtain a better job, or for other rather personal
reasons.

In the area of involuntary separations, which average about 7 percent of total
personnel, there are a number of reasons for discharging an employee which
hospital management would consider to be Just cause and not meriting any un-



UNEMPLOYMENT INSURANCE AMENTDMENTS OF 1906 651

employment compenmtion benefits. Yet, in many states, we understand that
discharge for dishonesty, drunkeness on the job, disregarding hospital rules,
behavior which endangers others and similar causes would not prevent the dis-
charged employee from obtaining compensation. It is these variable aspects of
the administration of the program which perturb the hospital field.

We feel that hospitals will be obligated to pay fr unemployment compensa-
tion benefits in many instances when the employee is discharged in order to
protect the health. and safety of patients or where the employee chooses to leave
or his own personal desires. Thus, even a self-insured program can prove to

be unjustifiably expensive to hospitals and to those who pay for hospitalization.
We trust the committee will bear in mind this concern of hospitals as employers.

We appreciate the opportunity of bringing the views of the American Hospital
Association to your committee and request that this statement be made a part of
the record of the hearings on this legislation.

Sincertly yours,
KENNETH1 WILLIAMSON,

A8ociate Director.

CHART A

Percent of all voluntary separatfon8 1

Cause for voluntary separation:
Marital obligations -------------------------------------------- 10.6
Sought better job ---------------------------------------- 16. 8
Returned to school ---------------------------------------- 10. 3
Pregnancy ----------------------------------------------- 95
Left without cause --------------------------------------------- 8. 9
Reasons of health ---------------------------------------------- 7.6
Dissatisfied with job --------------------------------------- 5.2
Left to marry ------------------------------------------------- 4.1
Transportation difficulties ----------------------------------- 1.8
All other reasons ---------------------------------------- 10.2

Total voluntary causes ------------------------------------- 100. 0
1All voluntary separations constitute 37.98 percent of total personnel. These are per-

centages of that figure. Statistics are for the year 1902.

CHART B

Percent of all involuntary cause

Causes of involuntary separation:
Unsatisfactory job performance ------------------------------ 87.8
Excessive absenteeism ------------------------------------- 28. 2
Disregarded rules --- -------------------------------------- 9.4
Emotionally unsuitable ------------------------------------- 4. 8
Criminal conviction ---------------------------------------- 1. 0
Dishonesty ----------------------------------------------- 2.1
Drunk on Job -------------------------------------------- 2. 8
Position abolished ----------------------------------------- 4. 6
Temporary layoff ------------------------------------------ 2.4
Dangerous to others----------------------------------------- .6
All other Involuntary causes -------------------------------- .8

Total Involuntary cause ------------------------------- 100. 0
IAll involuntary separations constitute 7.88 percent of total personnel. These ate per.

contages of that figure. 'Statistics are for the year 19412.

STATEMENT OF GEORGE S. BULLEN, LEGISLATIVE Dxno'roa, NATIONAL FEDERATION
OF INDEPENDENT BUSINESS

The National Federation of Independent Business Is a national organization
composed of more than 217,000 independents In all phases of commercial enter-
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prise and the professions throughout the 50 States. As you probably know, our
policies are determined by direct poll of the members--the majority vote on
each issue being the deciding factor.

Our membership is a representative cross section of the Nation's entire bus-..
ness community at the retail, wholesale, manufacturing, servicing, and profes-
sional occupation levels. The majority position of this large membership, dis.
tributed in all the States and so representative by type or trade of all the Nation's
4.7 million small businesses should carry extra weight inasmuch as It no doubt
fairly accurately reflects the opinion of all independents. The independents
or small businesses account for more than 80 million employees. They are
vitally concerned over the legislation beforeyou.

In addtiton to policy-setting polls, we conduct yearly fact-finding surveys and,
at the request of Members of congress or Commitees, special surveys. In one
section of last year's fact-finding survey ('!Small Business-The Nation's Largest
Employer") our members were asked if they had expanded during the past
twelve months, and how many (if any) new job openings resulted. 70,700'
responses were received. We all know small business is an essential vibrant
part of our economy and that one of our prime national goals is the production
of new job openings for our growing population and to reduce unemployment.
In this connection, studies of our survey show that during the past year, proj-
ecting our representative rates to the entire American small business community,
as many as 1.5 million smaller businesses created over 8 million new job open-
Ings. Obviously, anything that would affect the opportunity climate enjoyed"
by small business, such as the burdensome cost upon employers of increased
tax rates, increased wage base and increased coverage for unemployment com-
pensation, would ultimately affect our national economy and its goals.

From the time of our founding in 1043, the Federation has polled its members
611 fifteen separate occasions on "amending the Federal Unemployment Statutes"
concept or closely allied issues. Each time. our members, by wiry large major-
ities, have either opposed expanding the Federal-State unemployment system
or voted that employces should paV a share of unemployment compensation pay.
roll taxes. While we have not taken a policy-setting Mandate poll on 1.R. 15119,
a poll was conducted in Mandate No. 308 on H.R. 8282, introduced by Mr. Mills,
of Arkansas (Expand the Federal-State Unemployment Compensation System).
In this poll we stated the issue as follows:

5. H.R. 8282. A bill to expand the Federal-Stpte unemployment compensation
system. (Cong. Mills, Ark.).

Under this, about 5 million more workers would come under the law. The
States would pay benefits for 26 weeks. and the Fed'! Gov't could continue pay-
ments for another 26 weeks. Firms with one or more workers would be brought
into the system.

C1 For 0 Against

.Following are brief arguments "FOR" and "AGAINST", which our members
were asked to read before voting:

5. Argument for H.R. 8282: Support-
Ors of this bill say revisions are neces-
gary "to meet the changed needs of a
chhnged economy." The original law
was aimed to cope with short-term un-
employment, whereas in an economy ex-
fietiencing rapid technological change,
ihereasing skill demands and constant

fhting of work requirements, long-
term unemployment becomes a more
daUtrtierous risk, Thus, long-term unem-
1loyntent should be covered by insur-
ance at least as fully as short-ternt job.
lessness. Moreover, existing benefits
are far too low, in many cases, to mept
essential living costs.

5. Argument against H.R. 8282: This
bill would double employers Fed'l and
State unemployment taxes and increase
the present taxable wage base from
$3,000 to $6,600 by 1971. Every State
would have to pay at least 26 weeks
benefits for no more than 20 weeks
work . . . and pay 26 weeks more bene-
fits directly directly from Fed'l funds.
The bill would compensate not only
workers who lost jobs, but those who
voluntArily quit, those properly dis-
charged for misconduct and those who
refuse to accept suitable reemployment.

-TMt4 wuiv not te aim of unamplovmnent
comlpensittion aw original proposed.
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Voting on the bill was as follows:
[ Percent d

For Against No vote

5. 11.1t. 8282. Expztnd Federal-Stste tnemloyment con-
pensation system .................................... 11 87 2

Now, as to the bill before you--there is no question that t04 small businessmen
of this country, who are the Nation's largest employer, are greatly concerned
over the proposed increases in tax rate, wage base and coverage. They are
alarmed that passage of the bill could 'trigger a reverse in the trend of small
business to provide Jobs. The proposed tax constitutes a definite deterrent to
the hiring of new employees, and to the establishment of new businesses. At the
same time It could prove an insurmountable added burden upon those busi-
nesses which are finding it difficult to survive. We believe that too liberal
unemployment compensation benefits tend to foster unemployment, and would
lessen the incentive to seek, obtain, and retain employment. We feel that it
is far more desirable to provide employment to promote self-respect and inde-
pendence in the employee group than to encourage idleness by increasing un-
employment benefits.

We can see no reason to federalize, to a greater extent, State programs that
have been doing an adequate Job. Finally, it seems to us that the bill is out of
keeping with our traditional relationship between States and the Federal Gov-
eminent.

While we feel H.R. 15119 is less objectionable than H.R. 8282, we remain op
posed to any expansion of the Federal-State Unemployment compensation system.

If an overhauling of the unemployment insurance system is required, our
members have voted In favor of Congress requiring workelti to pay a fair share
of the taxes. Unemployment compensation is a befleflit for employees-it pro-
tects them against want while they are out of Jobs looking for work. It Is only
right 'then that they should at least pay part of the taxeS that support the program,
in the same manner as for their Insurance programs. Furthermore, by paying
part of this tax, they would gain a greater sense of responsibility In their own
jobs and In discouraging "free loaderb" Who try to ride unemployment corn-
pensation as long as possible.

STATS ADvIsoRY COUNCIL
ON EMPLOYMENT AND UNEMPLOYMENT INSURANCE,

DEPARTMENT OP LABon,
New York, N.Y., July 8, 1966.

Tom VAIL, Esq.,
Chief Counsel, Committee on Finanoe,
U.S. Senate, Washington, D.C.

)AR Mn. VAIL: I wish this letter to be considered as a written statement for
Inclusion In the printed record of the hearings on H.R. 15119 in lieu of my per-
sonal appearance as a witness at the hearings.

The New YOrk State Advisory Couneli Is a stattitory body composed of nine
members, appointed by the (Governor of New York for 6-year staggered terms.
The Advisory Council, under statutory mandate, reports annually its recom,
mendations and findings to the Governor and the Legislature of New York Wate,
and it advises the New York State' Labor Department on legislative and ad-
tainibtrative hitter in connection with the employment security program.
Three of the members represent labor thre, management;. and three, the public.
Among the public members are the Presideft of St. Lawrence University, a
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woman business executive active in civic affairs, and the Impartial Chairman
of major compouens of the garment industry; the three labor members include
the President of the New York State AFIL-CIO and two other union officials;
the three malingeinent representatives Include officials of McKesson and Rob.
bins, Niagara 'Mohawk Power Corporation, and a former New York State Coin-
missioner of Commerce now serving as a management consultant. The Ad-
visory Council has been in existence since the adoption of the unemployment
insurance program in New York State in May 1935. Antong the nine original
members of the Advisory Council were Marion B. Folsom, former Secretary
of Health, E'ducation, and Welfare, and George Meany, now President of the
AIFLI-CIO.

(A) Coverage of employees of nonprofit organizations
The Council unnninously supports the coverage of employeess of nonprofit

organizations as embodied in H.R. 15119.
As far back as 1939, the New York State Advisory Council onl Emlployment and

Unemployment Insurance said:
"Another situation under the present law which gives us much concern is the

exclusion of employees working for nonprofltmaking charitable and educational
organizations. This problem presents distinctive aspects which must be care-
fully considered before sound measures can be taken. These exempted institu-
tions do not have the ability to pass tax burdens oil to tile consumer in the same
way that business enterprises generally can. In almost all cases they would have
to absorb the added charges themselves atC, that might create a serious situation,
particularly when so many of them are already having difficulty in balancing
their budgets. Then, too, these institutions, not being industrial undertakings,
do not present the same pattern of employment anti turnover which prevails In
industry generally. Conceivably, therefore, principles which may be used satis-
factorily In dealing with industrial unemployment may in their case prove to be
neither correct nor equitable.

"It is the plan of the Council to call together representatives of the managing
boards of the exempted institutions, as well as of their employees, for the purposes
of considering this problem together in the hope that some acceptable solution
call be found."

Over tile years, the New York State Advisory Council has studied this problem
carefully. It has recognized that the nonprofit organizations are engaged in
rendering public services which government, in the main, would be compelled to
furnish if these institutions have their funds seriously depeleted by these pro-
posed new taxes or were to go out of existence. The funds of the nonprofit
agencies are totally dedicated to these services. No individual derives a personal
profit from their operations.

When New York State and the Federal government in recent years enacted
legislation to provide unemployment insurance coverage for their employees o1
a cost basis, the Advisory Council came to the conclusion that a similar special
financing arrangement was the answer for the nonprofit organization.

After meeting with a cross-section of the State's nonprofit organizations, the
Advisory Council drafted a standby bill which embodied the option plan as its
key provision. The bill received the support of the Association of Colleges and
Universities of the State of New York, State Association of Councils and Chests,
New York State Catholic Welfare Committee, Federation of Jewish Philan-
thropies and New York State AFL-CIO. The New York State Legislature passed
the Advisory Council's "nonprofit organization" bill and it was signed by Gov-
ernor Rockefeller on July 2, 1965.

The New York plan allows the nonprofit organizations the option of either
reimbursing the unemployment insurance fund for the amount paid out in
benefits to their employees or of contributing to the fund on the same basis as
employers In private industry. The nonprofit organizations with little or no
turnover would consequently be put to little or no cost. Those with high labor
turnover would have no greater cost than borne by )rivate industry. In
addition, the New York plan does not contemplate the imposition of tile Federal
unemployment tax on nonprofit organizations.

It appears that the authors of H.R. 15119 have recognized the benefits that
accrue to all interested parties under the New York nonprofit organization plan
and have adopted its two principal features.

Therefore, the New York State Advisory Council fully supports the coverage of
employees of nonprofit organizations as embodied in H.R. 15119. (A copy of the
New York law on this subject is attached for your information as Appendix C.)
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(i1) Judicial ravicw
II.R. 15119 includes a provision for judicial review of decisions of the Secretary

of Labor.
In Its 1962 Annual Report, the Council detailed the necessity for "Judicial

Review of Federal Determinations on the Conlformity of the State Unciljloyment
Insurance Systems." The Council believes that the passage of four years has only
strengthened its position on the necessity for judi(cal review. (A copy of the
p(,r'ilelit section of the Council's 11)62 Annual Iteport is attached hereto as
Aplendlx A.)

The Advisory 'ounclil unanimously recomillends that the provision for Judicial
review set forth In H.R. 15119 be enacted into law.

Sincerely yours,
(TEORE J. MIINTEUR, Clialrnuin.

APPENDIX A

JUDICIAL REVIEW OF FEDERAl, DETFRMINATION8 ON TIlE CONFOtMITY OF STATE
UNEMPLOYMENT INSUaANCE SYSTEMS 1

The right of the States to obtain review in the courts of Federal administra-
tive rulings affecting their unemployment insurance systems remains unresolved.
The question is of major concern to the employers whose contributions finance
the State systems and to the employees for whose benefit they exist.

The Federal Unemployment Tax At' imposes a levy of 3 per cent on the pay-
rolls of employers coming within the purview of that statute. To the extent of
90 per cent of this tax, empJoyers are g~ven a credit for contributions made by
them to a State system of unemployment insurance. This credit, however, is
allowed only if the State system meets the conditions kipecifled in the Federal
act. To the United States Secretary of Labor is given the authority of deter-
mining whether the conditions have been met. A ruling by him that a State
system is not in compliance would lead to the loss of the credit for the einployeks
of that State. The result would be double taxation for theim-the imposition of
the Federal tax in full and the continuation of their contributions to the State.

There would be a second result. The cost of administering the State unemploy-
inent insurance systeals is at present met through Federal grants. A ruling that
a State system was not in compliance with the federally presented conditions
woull stop the grant and the State system would be left without the money
needed to operate.

Obviously, the Secretary, busy with his manifold other duties, cannot give
this matter detailed personal attention. Necessarily the work is done and the
Judgments made by his staff. These determinations, so vital to States, actually
lie in the hands of some anonymous, subordinate officials whose recommendations
he follows.

Apparently it is the view of the Federal authorities that the rulings on the
question of conformity made in the ninio of the Secretary are beyond tie reach
of judicial review. If that really be so, the situation is potentially too injurious
to be continued. The view of subordinate officials in the Fe(leral labor depart-
ment--that action which a given State proposes to take in the: further, develop-
ment of its unemployment insurance system is out of conformity-surely ought
not, to be the final judgment on matters of such importance to the people of each
State, when the issue may involve complex questions of interpretation as to
which reasonable minds may sharply differ. Whatever be the views of the offi-
cials of the labor department, whether their position be reasonable or arbitrary.
whether their differences with the State reflect essentially a varying philosophy
or a picayune technicality, the State in the absence of judicial review must bow.
The injury done by being held out of conformity is too groat to be endured. Its
employers would be subjected to a double tax burden and the operation of its
law would be halted.2

1 Annual Report of the State Advisory Council on Employment and Unemployment
Insurance, 1962. Department of Labor. State of New York, ). 88.

'An illustration Is to be found in the Advisory Council's recommendation for extending
unemployment insurance to the employers of nonprofit organizations by relieving these
organizations of the contributions imposed on other employers and requiring them to pay
only the actual cost of the benefit to their employees. In the view of the Advianory Coun-
cil thiq is not only socially sound but the onl.V practical way of speedily acltiIng the
objective. Serious consideration of tils proposal by the Legislature has been pre ented by
a highly questionable Federal ruling that the enactment or, the proposal would throw the
New I 'rk act out of conformity.
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Such absolute power in the hands of an administrative officer Is not in the
tradition of American public law and practice. It would, in. fact, be impossible
to find a single other area in which administrative determinations of such major
consequence are made without the right given to those adversely affected to have
review by the courts. We In America look to judicial review as one means for
the preservation of democratic practices in the conduct of government.

Unless resolved, the issue is likely to grow even more acute. There is a strong
movement, supported by the present administration in Washington, for the en-
actment of a Federal code of minimum standards which all State unemployment
insurance systems would be required to meet. Such a code, if enacted, would
substantially increase both the number and complexity of the conditions with
which the States would be compelled to comply to preserve tax credits for their
employers and to obtain administrative grants for themselves. In consequence,
the determinations as to compliance, to be made by the Federal administrative
authorities, would enter into and affect inuch wider areas of thorny policy and
the results of an adverse ruling would be the more damaging. The resultant
increase in uncontrolled administrative power would be intolerable.

In all likelihood the authority vested In the Secretary of Labor to pass upon
the conformity of State laws is not as absolute as claimed. The Federal Admin.
istrative Procedures Act by Its Section 10 declares that any person adversely
affected by any administrative action shall be entitled to judicial review and
that every such action which is final and for which there is no other adequate
remedy in a court shall be subject to such review. It would be difficult to deny
that a State or any of its employers could, under the provisions of the Federal
Administrative Procedure Act, challenge a ruling that a provision of the Stote's
law Is out of conformity and compel justification of that ruling before the
courts.e

It is most undesirable to litigate the question of whether judicial review is
not already available. Yet, the continued uncertainty leaves the States in an
intolerably vulnerable position and is hampering the progressive development of
their unemployment insurance systems. There should be speedy clarification and
protection.

A proposed bill which would expressly establish the right of Judicial review
has for some years been under discussion between members of the Federal labor
department and representatives of the Interstate Conference of the administra-
tors of the State unemployment insurance agencies. The Federal oicials profess
themselves In favor of establishing judicial review but they seem unable to
reach agreement with the State administrators on the specifics.

The matters in dispute cannot be of such moment as to warrant further delay.
We urge that the Legislature memorialize Congress to enact promptly an

appropriate provision for judicial review.

APPENDix B

Rotfmates of nonovered emploimenO M tmoprofD organization it NeV York
state I

Total employment ----------------------------------------- 480,000
Covered under present law ------------------------------- 110,000

Not covered under present law --------------------------------- 8 70,000
Excluded under provisions of bill (doctors, ministers, teachers, etc.) -- 70,000

Additional coverage under bill (midmonth) ----------------- 00, 000
Additional coverage (annual) - ------------------------ ---------- 8 000

I Source: Division of Emplo;yment.

SThis to the conclusion reached in a study of the question. Appendix C to the Minutes
of the National Executive Committee, Interstnte Conference of Employment security
Agencies, meeting of March 15-17. 19060.
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APPENDIX C

STATE OF NEW YORK

Print 8050, 6717 Intro. 3038

IN ASSEMBLY

FEBRUARY 24, 1905

Introduced by Mr. ABRAs--read once and referred to the Committee on Labor
and Industries--,Rules Committee discharged, bill amended, ordered reprinted
as amended and recommitted to the Committee on Rules

AN ACT To amend the labor law, In relation to the coverage of nonprofit organizations
under the unewployment insurance law

The People of the State of New York, represented in Senate and Assembly, do
enact as follows:

Section 1. Statement of intent. The unemployment insurance law of this
state now excludes from its protection workers who are employed by certain tax-
exempt non-profit organizations. Rights to unemployment benefits are derived
from employment with employers who are required to finance these benefits by
payments which cannot be used for any other purpose and which are distin-
guished not only by their designation as contributions but also by their charac-
teristics from taxes levied for the revenues of the state. Therefore, the obli-
gations of tax-exempt non-profit organizations established by this act under
the unemployment insurance law do not constitute in fact and shall not for any
purpose be construed as representing a deviation from the time-honored exemp-
tion of such organizations from general taxation.

1 2. The labor law is hereby amended by adding thereto a new section, to be
section five hundred sixty-three, to read as follows:

153. Non-profit organizations. 1. Definition. A "non-profit organization"
hall mean any corporation, unincorporated association, community chest, fund,

or foundation organized and operated exclusively for religious, charitable, scien-
tifc, literary or educational purposes, no part of the net earnings of which inures
to the benefit of any private shareholder or individual.

2. ERclusions. in addition to services not included pursuant to the provisions
of section five hundred eleven, the following shall apply: (a) The term "em-
ployment" does not include services rendered for a non-profit organization by

(1) a duly ordained, commissioned, or licensed ini8ter of a church in
the exercise of his ministry, by a member of a religious order in the exercise
of duties required by such order, or by a lay member elected or appointed
to an office within the discipline of a bona fide church and engaged in re-
ligious functions;

(2) a person employed at a place of religious worship as a paretaker or
for the performance of duties of a religious nature, or both;

(8) a, person serving as a volunteer or performing work which is M&i-
deiiittb or ftreturn for charitable aid;

(4) a person who participates in and receives rehabilitative or therapeutic
services in a sheltered workshop or whose capacity to perform the work for
which he is engaged is substantially impaired by physical or mental de-

olMonoy or injury;
(5) a person engaged in a professional capacity in scientific research

work;
(6) a person employed as a physician, surgeon, dentist or medical intern.

(b) The term "employment" also does not include service* rendered for a
non-profit educational organization, including institutions of learning operated
by religious organizations, by

(1) a person eVgaged to a teaching or other professional capacity;
(*) a person in regular attendanoe as a student in such an organization, or

the spouse of such a student employed by that organization.
3. Coverage. Not withstanding the provisions of section# five hundred

sixty and five hundred and sluty-two, a non-profit organization
(a) shall become liable for contributions under this article if it has

paid ash remuneration of one thousand dollars or more in any calendar
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quarter and such liability hall commence on the first day of such
quarter and

(b) shall cease to be liable for contributions as of the first day of a
calendar quarter next following the filing of a written application to.
this effect provided the commissioner finds that it has not paid cash re.
muneration of one thousand dollars or more in any of the four calendar
quarters preceding such day.

11. Election of payments in lieu of contributions. A non-profit organization
which is liable for contributions under this article may clect to beconw liable for
payments in licu of contriloution8 as of the first day of any calendar year by
filing with the commissioner a written notice to this effect before the beginning,
of such year.

5. Obligations upon election. A non-profit organization which is liable for
payments in lieu of contributions shall pay into the fund an amount equal to
the amount of benefits paid to claimants and charged to its employer's account
in accordance with the provisions of paragraph (c) of subdivision one of section
five hundred eighty-one on the basis of weeks of employment which bega). on or
after the date on which sueh liability became effective. The amount of payments
so required shall be determined by the commissioner as soon as practicable after
the end of each calendar quarter or any other period. Such amount shall be
payable at such ties and in such manner as the commissioner may prescribe and,
when paid, the employer's account of the non-profit organization shall be
discharged accordingly.

6. Termination of election, (a) a non-profit organization may terminate its
election to become liable for payments in lieu of contributionts as of the first (lay
of any calendar year by filing a written notice to this effect with the commissioner
before the beginning of suck year.

(b) The commissioner may cancel at any time such election of a nonprofit
organization which has failed to make any of the payments required thereunder
within thirty days after the commissioner has noticed it of the liability for and
the amount of such payment.

(c) If such election is ter-minated by a non-profit organization or cancelled by
the commissioner, the non-profit organization shall remain liable for payments in
lieu of contributions with respect to all benefits charged to its account on the basis
of weeks of employment which began before the (late on which such termtination
or cancellation took effect.

7. Assessment and collection of payments in licu of contributions. The amount
of payments in licit of contributions due herculr but not paid upon notice shall
be assessed and collected by the commissioner, together with interest and penal-
tics, if any, in the same manner and subject to the same conditions in which'
contributions due from other employers may be assessed and collected under the
provisions of this article.

8. Conditions., The provisions of this section shall not be operative until the
first day of the calendar year which first begins more than sixty days after the
date on which the secretary of labor of the United States has ccrtified that they
conform to the requirements of the federal unemployment tax act. On anid after
speh day, the provisions of subdivision four of section five hundred slaty and
subdivision five of section five hundred slaty-one shall no longer .pply to non-
profit orglanizqtions.

,3. This act shall take effect immediately.

COUNCIL OF JEWISI FEDERATIONS AND WELFARE FUNDS, iNo.,
New York, N.Y., June 27, 1066.

Senator RU,$SFIL B. LON'G,
Chairman, Senate Finance Committee,
U.S. 11cnate, Washington, D.C.

DEAR SENATOR Loxo: I am writing to you in connection with the consideration
now being given by your Committee to the bill to broaden the unemployment
Insurance system.

Our Board, of Directors has noted the provisions in the bill passed by the House
of RepresentatiVes (HR 15119), as contrasted with the Administration's recom-
mendations for broader coverage and greater benefits for recipients of uneni-
ployment compensation, benefits for the long-terin uneneployed, uniform disqual-
ification penalties, and th increase in the Federal portion of the tax rate.



UNEMPLOYMENT INSURANCE AMENDMENTS OF 1966 659
Our Board had previously endorsed the principle ,f extension of coverage of

employees of non-prof|t agencies conditional on insurance rates behiig set to re-
-flet jiiid not exceed the actual expenses Incurred in providing the benefits. We
not(. thlt the louse Ibil 1111H provided such coverage with, however, ti exclusion
of (.erlii categories of eml)loyees. It i0 our bllef that uiinipuloltcnt conipor-
ration iould be ex'~ led(d to all enmployes t4 'on'proflt agencies.

]urt lih ore, we hope your Committee will consider favorrnbly other recoin-
meniliit Ions iroviding for Felderal i4tadtirds, to wit :

lroader (orcralle: Extellslon of the unemployment system to five nillloll
workers not., now prote, cted. The louse lill lroviles (Xliaiilon of coverage of
about, three-alnld-oniie-half million personal. It exchldes cov,,,lige of the nation's
700,0)0 farmi workers, as tie l'resideunt hiad also requested, though It does cover
200,0)0 workers in spe'lfl(d types of food p)rocetssiig plants.

If to tills number tre added other workers with a regulr employee relat lonshilli
as proposed I ' the Adlinistration, Uiauployiiieiit insuriie wouhl cover about
85 ler('eit of all wage ind salaried employees.

Added VCCky' ll cfl/itio: a nationwide standard requiring all states to pay
weekly benefits of 50 Iercent of tho average weekly wages re(eived by a worker
before le becaine Jobless, up to oii-half of a state's average weekly wage.

Adjustment I I'liflt8 for the Long-Termn Iin inployIcd: additional payvneits for
20 weeks front a Federal fund b grinning wit h tit, 27th week of unenphIyiiiet.

Uniform I)Diqualif'ation Penaltles: states to be allowed to withhold Ii('efits
U) to six weeks in cases where the worker quits voluntarily, was dlimnissed for
Dismonduct or refused suitable work. Local employment offices would cont iniiue
to have discretion to withhold benefits for a longer period where there was evi-
dence that a worker was unavailable or unwilling to work.

Po Pall P'or The Long-erJrm Adjustmnt In 1rflCfit: a smill increase in the
tax ratt-A1(0jths of 1 percent-and an equivalent amount lrovided fromn geieriil
revenues; an increase in the taxable wage Ise (not adjusted since 1939)i : allow
grants to states vith abnormally high benefit costs: allow st ate,4 to adjust tax
rates on the experience rating principle, or by other methods.

It Is our firm conviction that broadened coverage and Iii'reasedI benefits wifi
constitute one of the most effective means for preventing an increase In the num-
ber of people falling into poverty. This Is consistent with the whole thrust of
the government's comnmitment to prevent and overcome poverty. We r(slpect-
fully urge your favorable action in providing these Federal standards.

Sincerely yours,
LEWIs 1I. WEINSTEIN, 1'r.Csddet.

STATEMENT OF .JOHN IT. ToDD FOR TH NATIONAl, COr riON COUNCIl,, NATIONAL
COTTON (1OMPnSs AND (OTTON WAREIIOUsE ASSOCIATION AND BETTVIIIE COT'rci;
WAnanousa CoMM -rrFr

Iden t flea tion,
My name is John I-. Todd. I live In Memphis, Tennessee and fan Executive

Vice President and General Counsel for the National Cotton Compress and Cotton
Warehouse Association and acting staff head for 13eltwlW3 Cotton Warehouse
Committee.
Representation

Ti'( combined iembership oi National Cotton Compress & Cotton Warehouse
Association an* Beltwide Cotton Warehouse Committee includes the owners
and operators of the great majority of public cotton warehouses at interior
locations throughout the cotton-growing states. Except for transportation, their
menibers perform all of the physical bale-handling, servicing and t 'oring services
involved In the marketing and distribution of the U.S. cotton crop from the
time It leaves the gin until the time it reaches the spinning mill.

National Cotton Council, the central organization of the raw cotton industry,
Is a delegate body of cotton producers, winners, warehousemen, merchants,
cooperatives, spinners and cottonseed processors throughout the cotton-produc-
ing States.

The cooperative segment of the membership of National Cotton Council is
engaged in farming, ginning, cottonseed procesing, warehousing and mnerchandis-
'lng. It Is, therefore, not given separate treatment in this statement. We doi1bt deal herein with the effects on the cotton spinning segment because It has
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already registered its views with your committee through American Textile
Manufacturers Institute.
The economic cmn.:ttion of the rate cotton industry is such that it cannot afford

the increased costs which would be created by either proposal
Due to the effects of inflation, the competition of synthetic fibers and foreign.

grown cottons and the application of minimum wage and price support legislation,
cotton merchants, cottonseed processors, cotton warehousemen, cotton ginners,
and cotton farmers are unable to bear Increased costs. In fact, they are all
urgently seeking means of reducing current costs.

Merchants
The New Orleans Cotton Exchange is completely closed and the New York

Cotton Exchange for some years has been existing on a "shoestring" basis
because of the great proportion of total cotton supply which has been and Is
being "carried" by Commodity Credit Corporation rather than cotton merchants.
For this reason, plus the inroads of synthetic fibers and foreign-grown cottons
and lack of competitive pricing of U.S. cotton in foreign markets, many small
and medium-sized and some previously large cotton merchant firms have closed
their doors. Even the very largest of the cotton merchandising firms have
sharply curtailed and consolidated their cotton merchandising operations. For
several years few have realized a reasonable profit.
Oottonseed processors

Broadly speaking, the same conditions exist among cottonseed processors,
especially those not equipped with solvent extraction plants and so located as to
have available substantial volumes of soya beans as well as cotton seed.

Some 20 years ago there were approximately 360 cottonseed oil mills in opera-
tion in the U.S. The number of active mills today varies between 160 and 165.
Some of such mills are active only four months a year while others, especially the
larger plants equipped with solvent extraction machinery and having soya beans
available as well as cottonseed, mayin some years be active for as many as 11
months per year.

Cottonseed processors have never had an exemption from the Federal mini-
mum wage. They have always had a complete exemption from the overtime
penalty requirement. The House-passed bill now pending In the Senate Labor
Committee would repeal that exemption, and leave in its stead only the possibility
of a limited partial exemption of relatively little value. A substantial increase
in labor costs would result-increasing, in turn, the cost impact of either of the
bills here under discussion.

Profitable operation Is already difficult. The reduction In cottonseed pro-
duction which will result from recent farm legislation (at least 13 to 20% will
make it increasingly difficult.

Warehousemen
There are some 1200 public cotton warehouses In the cotton-growing states.

Approximately 290 of these are equipped with compress machinery to reduce
the size of the bale for economy In storage and transportation.

'In a thorough-going, well-designed Zmd well-conducted cost study based on
the 1959 crop year the U.S. Department of Agriculture found that 38% of pub-
lic cotton warehousemen were operating at a loss or at no profit. Since that
time the statutory minimum wage has been increased by 25% and personnel
costs (which account for,50% or more of total operating costs) have increased
by approximately the .same figure. H.R. 13712 now before the Senate Labor
Committee would stretch that increase from 25% to 75%, and would repeal
virtually all of the exemption provision which now ameliorate t- some extent
tie effects. of the law on operating costs.

During 'tba same period Commodity Credit Corporation hi.,4 reduced the
storage rates paid on government-controlled cotton by approximm rly 24%. C0C
fixes the storage rates on the vast bulk of cotton in public storage. As of the
end of April, 1966 Commodity Credit Corporation controlled more than 88%
of all cotton In public storage. Although data are not yet available, that pro-
portion Is almost certain to increase before the end of the crop year, August l,
1966. Thus (in addition to the factors which also bear upon other segments
of the raw cotton industry) one branch of the Federal Government -has drastic-
ally reduced the per-bale income on the great preponderance of cotton available
for public storage, while another branch of the Government has made an equally
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drastic increase in personnel costs; and now proposes an even more drastic ad-
ditional increase.

Despite the large volumes of cotton on hand in stOrage, these conditions make
it virtually impossible for many warehousemen to receive enough revenues to
cover their fully allocated cost of operation and return anything approaching
a reasonable profit on their investment.

This industry is certainly in no position to absorb additional costs, either in
the form of minimum wage and overtime, or in the form of unemployment
compensation costs. Each of such proposed cost increases naturally and in-
evitably compounds the other.

Cotton Gins
Since 1943 the number of active cotton gins in the U.S. has shrUnk from more

than 10,000 to less than 5,000. The estimated average investment in a cotton
gin establishment In 1943 was approximately $20,000. The modern super-ca.
pacity cotton gin often represents an investment In excess of, $300,000, and in
some cases more than $400,000. Such expensive establishments require annual
volumes ranging upward from 6,000 bales in order to recover operating costs.

While cotton gins have not in the past been.subjected to. the full Impact of the
Fair Labor Standards Act, their labor costs have conitiniuously mounted over the
years in which the minimum wage was increased to the present $1.25 level.
The bill now before the Senate Labor Committee would repeal the gins' current
exemption from the minimum wage and would increase that iaipimum wage from
$1.25 to $1.60 per hour.

estimate that thepassage of the wage-hour bill will increase.the otOn gin-
ner's labor costs by amounts ranging from 40% to 60%, even with 'no reduction in
ginning volume. Beginning with the 1966 crop, however, gins will bestbjected
to a substantial reduction in the volume of cotton available for ginning. The
recently enacted cotton price support legislation promises to reduce the volume
of cotton for ginning by at least 13 to 20% in 1966, and the.proportion -of roeduciqln
may well be greater, due to unqfavorable weather conditions.

Cotton gins have traditionally operated on a quite narrow margin of ;profit
for ginning services. They are in no. position to assume or absorb increased
costs of unemployment compensation. This present exemption should be
continued.
. Directly or indirectly, the cotton farmer bears the, costs--and will bear any
increase in the costs-of ginning, warehousing,,and seed proessing.

DIBOUSBION OF H.3 15119 ', .

Court review provision should be approved
The provision of Federal eourt revteW,'of determination ,made by the Secretary

of Labor is a wholesome and long o erdue improvement. 'We urge its approval.

Neit her the tax rate'n.or.the wage base shoUld be ino6rei , ,
For the reasons given above, .the raw cotton Industry is inno -position to absorb

the increased -costs which would result from -Increasihg the Federal tax rate
from 0.4% to 0.6% or from increasingthe taxable wage b fromm *,000 to $3,900
in 1969 and to $4,2004n 1972. , Of thetwo, the incroasetin thetaxable wage-base
would be the more onerous ,because, the increase in the base would bear not only
the increased amount of Federal tax but also the iull amount of tha state tax.
In Tennessee and Arkansas the state tax rate is4%. .Ih.other cotton-growing
states it Is 2.7%.

Unemployment compensation should not be extended to the ,smallest employers
We urge the committee to delete the provision which, would extend unemploy

ment taxK coverage to employers of one or more persons (or employers with a
payroll of $1,500 or more per calendar quarter).' Although some states already
voluntarily do this, it Is a matter which should be left to the discretion of each
individual state in the light of employment conditions in that particular state.
In a number of the cotton-growing states the administrative cost, both to the
state unemployment compensation administration and to the employer, would be
grossly out of proportion to the additional tax revenue.,
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The benefit period, should not be ext ended
There are numbers of people who, in effect, have "lived" on state and Federal

benefit payments in preference to regular gainful employment. This practice
should be discouraged, rather than encouraged, as would be done by extension
6f the benefit period.

DISCUSSION OF a. 1001

The foregoing discussion has dealt exclusively with the proposals of I.R.
15119. We understand that S. 1991 (identical with the original .1R. 8282) in
whole or in part will be advocated by the Department of Labor as th basis for
amendment of H.R. 15119.

After careful consideration, the House Committee on Ways & Means and the
House itself decisively and overwhelmingly rejected the proposals of S. 1991
(IR. 8282). For the specific reasons set forth below, we urge that your coin-
mittee do likewise;

Cotton farmers
S. 1991 proposes to apply the unemployment compensation program (for the

first time) to any cotton farmer who during any calendar quarter of a taxable
year employs 300 or more man-days of hired farm labor. A similar proposal Is
included in the Wage-Hour Bill now before the Senate Labor Committee which,
for the first time, would apply the mninimunim wage to all hired farm workers em-
ployed for not more than 12 weeks per year, and also to other hired farm work.
ere of any farmer who during one of the last four calender quarters employed
as many as 500 man-days of hired farm labor. That bill fixes the minimull for
hired farm workers at $1.30 per hour.

It appears that S. 1991 and the wage-hour bill would apply their respective
provisions to all farmers who produce more than perhaps 25 to 30 bales of cotton
per year. That is to say, both bills would apply to the farmers who grow the
overwhelming preponderance of the U.S. cotton crop. This figure Is computed
on the basis of hand-harvesting; but certainly there are few farm operations
sufficiently large to utilize mechanical harvesters which will not meet the 500
man-days per quarter employment requirement.

In this connection, the Cotton Council's professional staff has developed some
staggering figures (see table attached) on the impact of applying the $1.30
minimum wage to a cotton farmer who harvests his crop by hand. They figure
that the average minimum cost per bale for hand-hoeing and lhnd-harvesting,
alone, would be increased by the $1.80 minimum wage to a figure ranging from
$137.80 to $103.80 per bale of cotton produced. These figures do not include the
costs of land and equipment ownership and maintenance, land preparation,
planting, application of insecticides, fertilizer, and other costs.

The average support price for cotton of the 1960 crol, will range from $143.55
to $176.40, depending on the extent of acreage reduction. Thus It is obvious that
the application of such a minimum wage to cotton farming would be disastrous.
'Extension of the unemployment compensation program to farmers would in-
crease those and other labor costs by an additional amount ranging at the very
'least from 8.250% to 4.8%, and probably more.

In addition to these factors: Cotton price supports in 1064 were reduced by
24{0 per pomud. Another reduction of 10 per pound was effected In 1905. For
many farmers this means a 80 to 40% reduction in net income. A further reduc-
lion in net income for many farmers may well result from the recently enacted
farm legislation.

U.S. cotton economyl in general
Approximately nine million people in this country, directly or Indirectly, are

dependent upon cotton for their livelihood. Our domestic spinners are not com-
pelled to spin cotton. They have a wide variety ot synthetic fibers from which to
choose. Their choice will be based primarily on price. The other segments of
the U.S. raw cotton industry are already In a precarious economic situation.

or their continued welfare, if not Indeed their continued existence, It Is essen-
tial that the price of cotton to domestic spinners be Competitive with the price
of synthetic fibers, and that the price to foreign spinners be competitive both with
synthetic fibers and with foreign-grown cottons. Farmers, ginners, :ottonseed
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processors, warelousemnen find nlercthants are under the cold hand of compulsion
to reduce costs in every possible way in the effort to make and keep U.S. cotton
competitive in both domestic and foreign markets. Every item of additional
cost, however small, Inhibits their ability to accomplish this result.

Our cotton economy Is In financial peril as it Is. Any added burden will Inhibit
our efforts to improve the situation-perhaps even our efforts to survive.

Ijoimtra)y to claiw of proposaeuta of S. 1991, the UV system n ha's inero than kept
paoe with the times

Proponents of the changes embodied in S. 1991 contend that the unemployment
coinlnisation system has not kept pace with the times; and that no major im-
provements have been made since its original enactment 31 years ago. What are
the facts?

As illustrated In the table set forth below, which covers 14 major cotton-grow-
ing states, -the maximum unlmber of weeks of benefit payments in 1939 ranged
from 12 to 22. With one exception where the maximum weeks are still 22, all
cotton-growing states provide at least 26 weeks of payments, and four provide for
28,30,34 and 39.

As also shown in the table below, the maximum amount of benefits for the
maximum number of benefit weeks In the 14 cotton-growing states has In every
Instance Increased by more than 100% In 1964 dollars compared with 1989 dollars.
If the amounts In 1939 dollars are converted to 1965 dollars, this table shows that
the maximum benefits for the maximum benefit period in tert;8 of actual butying
pomier has been increased by amounts ranging from 23.3% to 156.8%, with an
average of 85.4%.

There Is a similar situation in the national average weekly unemployment
compensation benefits paid. In current dollars such average of weekly benefits
Is reported as $10.60 for 1939 and $35.90 for 1964. In terms of current dollars,
this is an increase of 237%. Tile Consumers Price Index for 1939 was 100
and for 1904, 224.9. If the average of weekly benefits for 1939 is converted to
196t dollars it becomes $23.98, compared with the weekly average benefit for
1064 of $35.90. This represents an increase of 50% in actual buytiU power Of
the national average of weekly U.S. benefits.

S. 1991 would greatly increase unemployment tax costs throoughout the cotton-
growing States

We do not have adequate data for a comprehensive analysis of the cost impact
of S. 1991, either on -the cotton-growing states or on the various segments of the
cotton industry within those states.

Among other things, we have requested from each cotton state an analysis by
its unemployment compensation administrative agency on the effects of the bl on
employers in the state. Such estimates have been received from only three states,
Ga., Texas and Ark. Except for columnar charts included in the Ark. and Texas
estimates, those estimates have been reproduced and are attaclled for reference.

The Georgia estimate indicates that by 1971 the bill will double the average
cost of unemployment compensation per $1,000 (of covered wages).

The Texas estimate indicates that by 175 tile bill will increase Federal UC
taxes by 198% above what they would be under -the present law, and by 281.8%
above what they actually will be in 1906 uder the present law. It further in-
dicates that by 1975 the total belnefit costs and state taxes will be Increased by
67.0% above what they would bet under -the existing law, and 101.1% above the
actual benefit costs for 19006 under the present law. The Texas estimate further
indicates that combined state and Federal taxes under H.R. 8282 by 1975 will be
Increased by 100.5% above what they would be under the present law, and
130.6% above what they would be in 1966 under the present law.

03-992-.00---43
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Increases in maxirntum benefits and inaminum duration of benefits in cottoh
growing Rtatcs (1965 compared with 1939)

Maximum weeks Maximum benefits for
of benefit maximum benefit period
payments Increas

state buying
1939 power

1939 1965 - 5 (percent)
In 1939 In 1964
dollars dollars

Alabama ................................. 20 26 300 678.00 1$832 23.3
Arizona ................................... 14 20 210 472.Z 0 1 118 1386.
Arkansas ................................. 16 26 240 540.00 1936 73.3
California ................................. 20 26 300 678.00 11,430 111.9
Georgia ................................... 16 26 240 640.00 01,0" 4.5
Louisiana ................................ 18 28 324 729.00 1,120 53.6
Mississippi ............................... 14 28 210 742.50 780 65.1
Missouri ................................. 12 26 180 405. 00 11,040 156.8
New Mexico .............................. 16 80 240 540.00 1,080 100.0
North Carolina ........................... 16 ,26-34 240 540.00 1910 68.5
Oklahoma- .............................. 16 39 240 540.00 1248 131.1
South Carolina ........................... 22 22 240 540,00 836 8 4.8
Tennessee ...........................-- -. 16 26 240 540.00 936 73,3
Texas ................................ 16 26 240 540. 00 962 78.1

Average ............................. ................................. ............. - 8,4

1 Unofficial data Indicate a still higher figure.

In Arkansas the average state tax rate is higher than in most of the other
cottongrowing states. The Arkansas estimate indicates that by 1.975 Federal
taxes under H.R. 8282 (S. 1991) would be Increased 190.7% above what they
would be under the present law and 200.3% above what they would be in 1966
under the present law. It further Indicates that by 1975 state taxes (and
benefit costs) under H.R. 8282 will be 29.6% above what they would be under
the present law, and 60.7% above what they would be in 1966 under the present
law. It further Indicates that the combined state and Federal taxes under S.
191 in 1975 will represent an increase of 59.1% above what would accrue Under
the present law and 97.2% above the taxes that would accrue in 1966 under the
present law.

Generally speaking, cotton farmers, cotton ginners, cotton warehousemen and
,cottonseed processors draw their labor from a common pool of unskilled workers.
Because of the marked seasonal character of all of these operations, the great
majority of unemployment compensation claimants fall and would fall in this
category. The average weekly wage naturally is below the statewide average
which is based o1 all covered workers, including top executives.

Let us take an example of the lowest paid cotton warehouse worker. Assumn-
Ing that he is paid the minimum wage for 40 hours per week for 38 weeks of the
year, and for 48 hours during 14 weeks of the year, and that no overtime prenilulm
is involved. His present average weekly wage would be $52.69 (an annual rate
of $2,740). Under the present $3,000 limitation his taxable annual wages for
full time employment would be $2,709.69 which, at a present combined rate of
3.1% would produce a tax of $88.94. Under this basis the .worker's weekly
benefit amount would be $26.35. I 1 •
I Assuming the same wage rates and work schedules, but applying an Increase of

116.9% to the combined rate of state and federal taxes (the average of the
Ark. and Texas estJmates), the combined rate of tax becolnes'6.5287% and the
increased tax amount on an annual basis becomes $178.89. Tls is al increase
of 113.1% above the present combined taxes.

Assuming the same work schodule, and making recomputations on basis of the
$1.00 mlinillum wage now pending, the average weekly wiv'ge becomes $67.44 and
the annual rate $3,507.20.

The weekly benefit amount then becomes $33.72, an Increase of 27.9%. Apply-
ing the same average increase of 110.9 in the combined tax rates, or a combined
increased rate of 0.5287%, and the Increased base, the increased tax on an annual
basis becomes $228.97. This is an increase of 172.78% above the presently
effective combined taxes.
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So far as we call determine from data we have been able to assemble, 2.7%

is the typical effective tate. tax rate in all cotton-growing states except Arkansas
and Tennessee where the typical rate applicable to cotton warehouse employees
iS 4%.

Because of the seasonality of operations and employment, it is unlikely that
any etion gunner, cotton warehouseman, or cottonseed processor currently
receives any benefit from the "experience rating" provisions under the state
laws. It Is equally unlikely that cotton farmers would receive any "experience
rating" benefit. Nevertheless, we feel that the proposals of H. 1991 which would
tend to discourage continuation of "experience rating" are unwise and undesir-
able, and that continued use of "experience rating" should be strongly encouraged.
Employers should be given every feasible incentiv:- to stabilize employment
and minimize the need for unemployment compensation payments.
Seasonality of employment In the raw cotton. industry

There is relatively little seasonal employment In cotton spiming and cotton
merchandising, although some cotton merchants iny still add to their staffs dur-
ing the harvesting or ginning season a number of temporary Junior clerks. So
long as the bulk of cotton sales are merchandised from government-owned stocks,
such seasonal employment will be minimal.

Cotton Gins: Generally speaking, the only employee ofa cotton git who works
the year around Is the manager. Other employees are employed only for the ac-
tive cotton ginning season, which varies from time t, time and from area to
area, and generally will average between 12 and 18 weeks, but due to unfavorable
weather may sometimes extend to 22 weeks or more. During the dormant sea-
son it is customary for the gin plant and machinery to have an annual overhaul.
This may be done with seasonal gil employees, or by engaging independent
contractors.

Cottonseed Processors: The typical small cottonseed processing plant which
does not pi:ocess soya beans will employ approximately 20 workers during the
busy season and approximately 8 workers for the remainder of the year. The
larger plants, especially those with solvent extraction equipment and which
have available soya beans for processing, may employ up to 200 workers during
the busy season and approximately 25 workers during the remainder of the year.
For cottonseed processing, the busy season extends for at least the cotton-harvest-
ing and ginning period (ranging normally from 12 to 18 weeks). It varies
widely. In the case of some of the larger mills prc. essing both cottonseed and
soya beans, the active season may extend to as many as 11 months of the year.

Cotton warehouse and corpress-warehouse plants: In quite a number of the
smaller cotton warehouses In the southeastern states (capacity loss than 5,000
bales) employment is constant, year round and from year to year. In the larger
capacity warehouses throughout the cotton belt, except for the very largest com-
press-warehouse plants, peak employment usually extends for 12 to 18 weeks
per year and the number of workers Is reduced by approximately 70% tor the
remainder of the year. Such average figures, of course, hide wide variations.
Some cotton warehouse plants maintain 75% of peak employment throughout
the slack season, others 50%, some less than 20%.

Cotton. Farmers: Cotton farmers experience three annual periods of high emii-
ploymnent. First is the planting season in the spring. Second is the "thinning"
of cotton plants and removal of weeds and grass during the summer. The great.
est labor demand occurs during the harvest period In the fall, and this is par.
tieularly acute where the crop is harvested by hand.

The peak period for cotton farm employment coincides with the peak Period
-for cotton ginning, cotton warehousing and cottonseed processing, which quite
often results in a shortage of workers for some or all of those operations.

Except for the year-round employees at cotton warehouse and compress-wyaro.
house plants and cottonseed oil mills and the relatively small number of year.
rhuuid workers on cotton farms, many workers alternate between these employ-
ments during the various periods of the year. I ,.

Great care should be used to avoid penalizing these and other employers who
Provide substantial employment for seasonal workers but require them for onlya portion of the year. Five of time cotton-growing states (Ark., Ariz., La., IV. C.
and S. C.) provide some amelioration for these conditions. The improvement
and extension of such provisions should be encouraged.
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Unenployment comp ensation should remain a elato function
There are tot) many variations in thi: need for benefits. and In the effect of

U.C. provisions for such a program to be preserIl)c1 by 'the Federal Government.
PIrogram deLtlls as well as adinlnistrttio should be left to the state govern.
nueints and state officials who are closest to and most familiar with the peir.
tinent circumstances.
The (tetlRion of Federal tineCl)lojljuent assistan benelits is IIW&Ocessar'ti

'In the cotton-growing states at lost, atnd we believe in most if not all states,
the period of benefit payments provided under state ltw is adequate and soie.
times wore than adequate. 'Tihe extension of Federal benefits for a second 2o
weeks, we believe, is both unnecessary and unwise. In lieu of such a program
we suggest that provision be made for emergency -benefit lpaymfents in the evint
of recesslon or depresion. We urge, however, that any such provisions be so
drawn as to be made applicable only to the states, areas, or labor markets where
such emergency conditions prevail, and subject to administration at the state
level.

The state legislatures and administrative officials have been and doubtless will
be reslpnsive to needs within their respective states. The Congress and Federal
officials cannot hope to 'be sufiiciently familiar with state and local economic con.
ditions to provide for the necessary and inevitable variations.
TIho Fcderal Govera' nnt should not extend the program to employers of one

or Moro

Stch application wouli produce undue hardships on small employers. In ad-
dition, the difficulties and expense of administration would likely outweigh pos-
sible benefits.
Cancellation of State bases for disqualification, combined with other features

of this bill, would further increase Un already existing great social danger
We strongly believe that unemployment compensation benefits should be re-

,stricted to those workers who are unemployed through no fault of their own
and who are able, available, and willing to perform suitable work.

The easier the qualification, the larger the benefit, the longer the period of
benefits, the greater Is the destructive effect on the Inclination and the incentive
for steady work.

Several features of S. 1991 undoubtedly would tend to broaden and encourage
this destructive effect. These Include Increase in the amount of benefit pay-
ments and extension of .the period of benefit payments. Perhaps the worst
feature of all Is the proposal to convert, to a mere six weeks delay the existing
state bases of disqualification for benefit payments. This would make benefit
payments available to workers who voluntarily quit their jobs, to workers who
are discharged for misconduct on the Job, and to persons who are unwilling to
accept suitable employment when it is offered to them. This would be the
clearest possible invitation to prostitution of the unemployment compensation
programs.

Selected data on cotton for Mideouth. area (Arkansas, Louisiana, Misstsslppi,
Missouri, and ivest Tennessee)

12 percent 35 percent
diersion dive-toon

Support prie (nor hale, average of erop)i65 ............................. $143. 85 $176.40
Average minimum crat per bale of hand hoeing (at minimum, wage and a

bale an ncre average yield) per hour ............................... ................ 1.
Normal year (85 to 40 hours) I .........................-. .-- " -...... ................ 45. 0-52.00
Wet yetr (60 to 6 hours) ......... -....................... ........-----.----.- 65.00-71.60

Average minimum cost per bale of han I picking (at minimum wage, 175
pounds of seed cotton picked In O91our day, and 1,375 pounds of seed
cotton per hate, or 71 hours) I ------------------. 0,

Average minimum cost per bate of iandi hiyoIng and hand picking-
Normal year -- .......... ............................................. ............ 17, 0-144.30
Wet year ......................................................................... 167.30-1&0

t USDA farm manatanimnt records.



UNEMPLOYMENT INSURANCE AMENDMENTS OF 1966 667

ARKANSAS EMPLOYMENT SECURITY DIVISION ESTIMATED EFFEIrS or H.R. 8282

proposed Employm net SeeuritV Amendments of 1965 on Unemployment Taxes and
Benefit Costs

Provisions of the proposed Employment Security Amendments of 1965 would
produce the statutory changes set out below:

Maxinum Federal
benefit unenploy.

Taxable amount (as nient tax
Law and date effective wage base percent of (excluding

average the 2.7 per.
weekly cent State
wage) tax credit)

Percent Percent
Present State and Federal law (15) .......................... $8,000 50 0. 40
Pr sed Fedoral provisions:

196 (Julyl)................. ........................ .............. t.51067............................................... 8,600----------.55
1967 (July 1) .............................................. 8,.600 ...... 1' .8
1969 (July 1) ......................................... 5.,600 80 1.58
1971 .................................................. 6,600 60 1.8

1971 (July 1) .............................................. 6,600 66A 1.

I May be reduced to 0.5 percent depending upon Federal adjustment account fund balance.

These amendments also provide for matching Federal grants equal to % of
benefit costs exceeding 2% of a state's total wages.

The following three tables present estimates of the effects of this bill. Table
I shows the comparison of Federal taxes under the present law and under the
ioroiosed Federal standards; table 2 compares state taxes and table 3 combines
the Federal and state taxes to show the total tax load to be borne by employers.
The estimates are a projection of taxes for the years 1966-1975 taking Into ac.
count the different effective dates of the several provisions in the bill.

TAILE 1..Estimated tames under proposed Federal standards bill

ARKANSAS

iDollars In thousands)

Under
Year Under proposed Inrees Percent

present law Fedl Weree
standards

1 66....... . ........................ $3,117.8 $3, 0e6 HI1
1967 ..................................... 3,197.2 7, 437. 1 4, 239.9 132.6
I8 .................................... 8,282.4 7,818 0 4,532.6 I1.

w ............................................ 3,36.8 8,203.3 4,834.8 143.5
1970 ............................................ 3,44a2 8, O0 4 0,15.2 149.6
1971 ................................... 3, 8. 2 9,431.0 8,898.8 166.8
1M .................................... 3,615.2 9,881.3 61 I733
1973 .................................... 3,697.0 10,312.8 .6,614.9 17&9
1974 ..................................... 3,782,8 10 767.4 6,984.6 184.6
1975 ............................................ 3, 864.4 11,232.7 7,368.3 190.7
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TATkiT 2.-Estimated State taxes under propo .d Federal standard bill

ARKANSAS

Under
Year Under proposed Percent

present law Federal Increase increase
standards

16 -------------------------------------------- $13,018.5 $13,918.5 $0 0
1967 ------------------------------------------- 14,274.0 18,356.4 4,082.4 28.6
1968 --------------------------------.... 14, 653. 5 17,844.4 3,190.9 21.8
1969 -------------------- ....................... 15,039.0 18,313.8 3,274.8 21.8
1970 --------------------------------------- 15,381.0 18,730.3 3,349.3 21,8
1971 ------....--------------.------------------ 15,781.5 20,458.3 4,676.8 9.6
1972 ------------------------------------------- 16,138.5 20,9'21.1 4,782.6 29.6
1973 ......... . ..-------------------------------- 16,507.5 21,399.5 4,89-2.0 29.6
1974 --------- _---..------------------------ 16,887.0 21,891.4 5,004. 4 29.6
1975 ----------------------- ------------- 17,251.5 22,363.9 5,112.4 29.6

TABLE 3.-Estimated State and Federal taxes under proposed Federal standards
bill

ARKAN9AS

Under
Year Under proposed Increase Percent

present law Federal Inereaso
standards

196 ----------------------------------- $17,036. 1 $17,499.0 $442.9 2. 2
1967 ............................. ........... 17,471.2 25,793.5 8,322.3 47.6
198 ........ ............................... ----- 17,935.9 2 5, 659.4 7,723.5 43.1
1969 ------------------------------------------- 18,407.8 26,517.1 8,109.3 44.1
1970 ............................................ 18, 820. 2 27,330.7 8,54U4. 4.2
1971 ............................................ 19,316. 7 29,889.3 10,572.6 54.7
1972 ------------------------------------------- 19,753.7 30,802.4 11,048.7 55.9
1973 --------------------------- -_------------ 20,205.1 31,712.0 11,506.9 57,0
1974 .................................... 20,669.8 32,668.8 11,959.0 57.8
1975 ............................................ 21,115.9 33,596.6 12,480.7 59.1

EFFECTS ON EMPLOYERS (ARKANSAS)

A firm with an assigned tax rate of 1.7% in 1904 paid a tax of $51 per full.
time employee who earned the state average weekly wage of $74.57.

It the tax base had been $5,600 or higher, he would have paid $66 the first
year the tax went into effect, but during following years (assuming his cost rate
remains unchanged) his tax would average $51 per employee because of the
workings of the experience rating system.

A firni with an assigned tax rate of 0.5% (the minimum) in 1964 paid a tax
of $15 per employee who earned an average of $74.57 per week.

If the tax base had been $5,600, or higher, he would have paid $19 per em-
ployee who earned an average of $74.57 per week. His tax in following years
would rise as the average weekly wage rose provided his cost rate remains un-
changed. In 1967, he would pay $21 per employee and by 1971 this would rise to
approximately $23. This employer would not be affected by the workings of the
experience rating system as long as he is assigned the mini1mun tax rate. His
tax rate would be lowered only if the stabilization rates triggered out.

A firm with the maximum assigned tax rate of 3.1% in 1904 paid a tax of
$93.00 per employee who earned an average of $74.57 per week.

If the tax base had been $5,600, or higher, lie would have paid $120 per em-
lplOyee with average earnings of $74.57 per week. HIs tax in following years
would rise as the average weekly wage rose. In 1967, lie would pay $129 per
employee and by 1971 this would rise to about $144. Unless the stabilization
rate triggered out and/or until his contributions exceeded his benefit costs to
the extent that his tax rate would be lowered by the exlerlence rating system,
this ealnlover would continue to pay a higher tax per employee as wages rose.

Under rile cost/tax relationship, it might be reasonable to assume that stabill-
zatton rates would remain in effect.
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INCREASED FEDERAL TAX (ARKANSAS)

The table below sunnarizes the effects of the increased Federal tax on an
employer. It shows the amount of tax which he would pay on an employee who
earned the state average annual wage during the particular year cited:

1964 1906 1967 1971

Tax Ier average employee:
Proposed law- .-........................... $12 $14.25 $22.88 $25.45
Present la ---------- ---------------------- 12 12.00 12.00 12.00

Increase ................................................ 2.25 10.8 13.45

The proposed tax would be levied on all covered employers with one or more

employees. Presently, only those with four or more employees pay tills tax.

MATCHING ORANTS

Federal matching grants would be made to states in years when their benefit
costs exceeded 2% of. total wages. The amount would equal two-thirds of the
cost in excess of 2%.

Benefits costs in Arkansas totaled $13,199,000, or 1.1% of total wages in 1964.
They would.have had to exceed $25,111,000 before the state could have qualified
for matching grants. During the 26 year history of the agency, costs equaled
or exceeded 2% of wages in only one year. In 1940, they equaled 2.4%/o. It ap-
pears that this provision will be of 'little benefit to this state. This would be par-
ticularly true if other provisions of the Act were passed and in view of the
state's own tax structure.

Effects of raising tao base on 6 selected firms
ARKANSAS

1964 Contributions

Tax
Average Average $3,000 $5,600 $6,600 rate
employ- weekly base base base

nlent wage

1. Lumber manufacturing .............. 25 $48.91 $1,982.57 $2,098.06 $2,098.06 3.3
2. Concrete products ................. 27 75.20 2,364.6i 2, 502 2,894.02 2'9
3. Construction ....................... 29 53.50 1,293.01 1,356.34 1,371.64 1.7
4. Retail trade ------------------------ 26 143.74 225.17 369.94 408.96 .3
5. Food manufacturing-------. ...... -20 88.41 171.51 230.05 239.05 .3
6. Printing and publishing ............ 30 74.62 253.39 318. 51 333.51 .3

Estimate (State) benefits costs under proposed Federal Standards bill
ARKANSAS

IDollars in thousands]

Under Under Percent
Year present law Federal Increase increase

standards

1966............................................ $14,919.0 $14,919.0 .........................
1967 ............................................ 16,144. 5 16,628.5 +$484. 0 3.0
198 ............................................ 16,677.1 17,164.9 +487.8 2.9
19 ............................................ 17,326.9 18,062.8 +735.9 4.2
1970 ............................................ 17,849.7 19,047.4 +1,197.7 6.7
1971 ............................................ 18,364.8 19,694.4 +1,329.6 7.2
1072 ............................................ 18,878.0 20,356.5 +1,478.5 7.8
13 ............................................ 19,395.2 20,869.4 +1,474.2 7.6
1974 ............................................ 19,903.4 21,336.6 +1,433.2 7.2
1975 ............................................ 20,422.3 21,805.1 +1,382.8 6.8
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GEORoIA EMPLOYMENT SECURITY AoENCY ESTIMATED EFFEcTs OF H.R. 8282

(Transmitted by the Office of the Governor)

In 1971 the average cost of unemployment compensation will increase from
$2.25 per $1,000.00 to $4.50 per $1,000.00. This is due to the fact that the federal
tax rate and base is increased under this Bill.

By 1971 there will be five billion dollars of wages in the State of Georgia
covered. This will give us an increase in unemployment tax of $11,250,000.00
per year. At present there is three and three-fourts billion dollars worth of
wages covered. The state rate will increase, based on just three thousand
dollar wage base; to $20.00 per worker, and we are working at the present time
approximately 900,000 people. It is safe to say that by 1971 we will have one
million people. This will be an increase by 1971 in the state tax of $20,000,000.00,
making a total cost for federal and state of $31,250,000.00 under this Bill.

TExAs EMPLOYMENT COMMissioN ESTiMAm FgrmTs or H.R. 8282

It is estimated that the annual increased cost to employers of the State of
Texas will be somewhere between $80 and $100 million over and above the aver-
age present taxes of approximately $75 million. Attached is a chart showing
an estimate of these increased costs by various categories as well as the total
Increased cost.

Sutnmary-REtimated State and Federal taxes under prooisee Fe46raz 8tanld.Wt

tDollars in nmUlonsJ

Under Under Percent
Year present Federal increase

law standards

lo6 -------------------------------------------------...---------- $84.5 $90.4 7.0
1067------------------------------------------------------ 86.2 137.8 59.9
1968 ........................................................... 8. 156.2 77.5
1969 ........................................................... 89.8 163.2 81.7
1970 ---------------------------------------------------------- 91.5 170.6 86.4
1971 ........................................................... 98.1 180.6 94.0
1972 ........................................................... 94.7 186.2 96.6
1973 ................................................... 96.3 190.7 98.0
1974 .......................................................... 97.9 195.3 99.6
1975 --------------------------------------------............ 99.7 199.9 100.5



TABLE 1 -I. Texas: Retimated Federal taxes under proposed Federal standards bill
.... , . , ,.... . iDonlars In mlms]

Breakdown of additional costs
Total, ,"

Under under Percent Added $5,600 tax $6,600 tax Coverage,

Year present :F'ederal 'Increase Increase 0.00l on base, base, Coverage, Coverage, Coverage, agn- Coverage,
law :'.standards present present present I or more nonprofit cultural commit

covag coverage coverage workers organiza- cla l processing sion
from at 0.0035 at 0.0055 tons workers workers agents

July 1, 1968

1 96 6--------------------- - -$2.9 $28.8 $S.9 $25.8 $27 ------------............ $1.9 $0.8 $0.3 $0.1 $0.1
19 6 7---------------...... 23.2 55.6 82.4 139.7 ------------ $254 ------------ 4.1 1.8 .5 .3 .3
19 6 8----------- ---------- 23.6 57.6 84.0 144.1 ----------- 26.9 ---......... 4.2 L8 .5 .3 .3

1969 ------------------------ 24.0 59. 85.7 14.8 ------------- 28.4 ------------ 4.3 1.9 .5 .3 .3
1970 ------------- ----------- 24.3 61.5 37.2 153.1 ------------ 29.8 ------------ 4.3 1.9 .6 .3 .3
1971 ------------------------ 24.5 67.9 43.4 177.1 ------------------------ $35.5 4.7 2.0 .6 .3 .3
1972 ------------------------ 2 47 6.8 45.1 182.6 ---------------- 37.1 4.7 2.1 .6 .3 .3
1973 ------------------------ 29 71.9 47.0 188.8------------------------38.9 4.8 2.1 .6 .3 .3

-1974 .- ....--.------ 2 1 73.9 46.8 194.4 ------------------------ 40.7 4.8 2.1 .6 .3 .3
1975 ----------------------- 25.5 76.0 50.5 1198.0 ------------------------ 42.3 4.9 2.1 .6 .3 .3

1Or231.8percentabove 19 • ;m .



TA ix II- Tezas: Estimated benefit costs (State tax) under proposed Federal standards bill

[Dollars in millions]

Breakdown of additional costs
Under Total cost

Year present under Increase Percent
law Federal increase Added cost Agricultural Agriculture Commission

standards with present 1 or more Nonprofit workers processing agents
coverage workers

1966 ---------------------------- 61.6 $ 61.6 0 0 0 --------------..............................
1967 ----------------------------- 63.0 82.2 $19.2 30.5 $8.9 $6.1 $2.7 $0.7 $0.4 $0.4
1968 ------------------------------ 64.4 98.6 34.2 53.1 22.1 7.2 3.1 .8 .5 .5
1969 ------------------------------ 65.8 103.5 37.7 57.3 25.3 7.4 3.2 .8 .5 .5
1970 ............................. 67.2 109.1 41.9 a2.4 29.0 7.7 3.3 .9 .5 .5
1971 ------------------------------ f8.6 112.7 44.1 64.3 31.0 7.8 3.4 .9 .5 .5
1972 ------------------------------ 70.0 116.4 46.4 66.3 33.2 7.9 3.4 .9 .5 .5
1973 ............................. 71.4 118.8 47.4 66.4 34.2 7.9 3.4 .9 .5 .5
1974 ------------------------------ 72.8 121.4 48.6 66.7 35.2 .0 3.5 .9 .5 .5
1975 ------------------------------ 74.2 123.9 49.7 67.0 36.3 & 0 3. 5 .9 .5 .5

NoTE:-It is assumed that State taxes will equal benefit expenditures. Added coverage In some instances, tbfe could be benefits payable prior to this date, but the amount
was effective July 1, 1966. No benefit expenditures for this coverage was estimated until would be negligible.
after July 1,1967, as this coverage would not have bad base period wages prior to this time.

LI
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STATEMENT OF ARTHUR J.-PACKARD, CHAIRMAN, GOVERNMENTAL AFFAIRS
COMMITTEE, AMERICAN HOTEL & MOTEL ASSOCIATION

Mr. Chairman and gentlemen of the committee, I am Arthur J. Packard,
president of the Packard Hotels Company, which Is a chain of small hotels and
motels. I am also chairman of the Governmental Affairs Committee of the
American Hotel & Motel Association. The association is a federation of state
associations having a membership In excess of 6,000 hotels and motels located In
all sections of the country; it maintains offices at 221 West 57th Street, New York
City and at 777--14th Street, N.W., Washington, D.C. I welcome this opportunity
to present the association's views on S. 1991 and H.R. 15119--legislation which
proposes to alter the currently-existing Unemployment Insurance system.

s. 1991

S. 1991 would change the Federal Unemployment Compensation rate from
.40%, to .55%. This appears to be a minor Increase. However, this change
would add over $2 million to the cost of payroll taxes and employee benefits
In the hotel-motel Industry. These benefits presently add 10% to the cost of
labor In the Industry and have Increased nearly 60% since 1957. This is but one
of the many rising costs of operation over which innkeepers have little control In
an industry which is presently recording the poorest, average return on Invest-
ment in over 20 years.

Secretary of Labor, W. Willard Wirtz, In his statement last year in explanation
of H.R. 8282 (the House bill corresponding to S. 1991), remarked that "long-term
unemployment even more than 'shorter' periods stem from the Impact of
national decision affecting the economy, and the effect of technological and
other structural changes stimulated by national policy." I am certain that it
Is apparant to all that this "long-term unemployment" is felt by the relatively
unskilled, elderly citizen or by the unskilled youth recently made a pert of the
labor force. Our industry Is one of the largest employers of unskilled, marginal
labor. These are the very people who will be faced with losing their Jobs if
hotels and motels are forced to absorb additional "artificially imposed" opera-
tional costs--such as Increased taxes and, for example, a Federal minimum wage.
These very companies who will be forced to cut back to meet proposed Federal
minimum wage legislation would be charged with unemployment insurance
benefits paid to the same people they were forced to lay off in order to stay in
business, thus Increasing their unemployment insurance rate and total operation
cost.

(For example, the head of a moderate-sized hotel-motel chain has Informed the
association that his company, not unlike others in the industry, employs many
marginal and unskilled employees. He has stated that, if the industry is covered
by the Minimum Wage and Hour Law as it was originally proposed in the 89th
Congress, It would be necessary for him to terminate the employment of in
excess of 1,000 employees In his chain. Despite this saving, he would have to
pay a higher contribution rate on an increased wage base-a cost not anticipated
in his original work force reduction estimate.)

The two-fold effect of the proposed legislation, that Is: the substantial imme-
diate Increase in cost, and the reduction in the source of available labor, will
plice a severe burden upon an Industry already faced with almost Insurmountable
problems. The accommodations industry receives each year a smaller portion
of the national income; this proposed legislation can only cause further deteriora-
tion to an industry which Is vital to our economy.

Long-term unemployment has reportedly become more serious In recent years.
This long-term unemployment Is the highest, however, among the unskilled mem-
bers of the labor force. But with the advent of the Manpower Development and
Training Act of 1962, its successor program and other similar training programs
designed to improve the skills of our labor force, we believe there is less reason
today for a permanent extended benefit program than there was in 1958 and
again In 1961, when the Congress enacted temporary extended benefit programs.
This is borne out by the recent steady decline in long-term unemployment, as
measured by the number of claimants who exhausted their benefits rights, from
2.37 million in 1961, to 1.64 million In 1962, to 1.57 million In 1963, to 1.37 million
In 1964, and to 1.08 million in 1965.

Today all states except two pay benefits for a half a year (26 weeks) or more.
S. 1991 would require these two states to Increase their benefit period to 26 weeks.
Of far greater significance, however, Is the fact that many states now require
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more than 20 weeks of prior employment for a worker to receive 26 weeks of
benefits. Under S. 1991, every state would be required to pay 26 weeks of benefits
for no more than 20 weeks of prior employment.
". 1991 w6eulf establish a permanent' program of Federal benefits--termed

Federal Unemployment Adjustment Benefits-.-for another six months (26 weeks)
f4r thosewho exhaust their 26 Weeks of state benefits and who had so-called
"'substantial" pribr employment. This period of "substantial 'employment"
means nb more than 78 Weeks of work In the preceding three years. At the
same time,' however, that some people with only this limited amount of work
'tire drawing ii full year of benefits, others with even more tOtal employment, but
differently distributed, 'Will be ineligible. There will most certainly arise a cry
for removal of'th1i discrimination among claimant leading to' an extension of
eligibility for a full year of the Federal benefits to practically everyone with a
limited record of employment In the three prior years.

The unfortunate part of the whole Unemployment Compenqation system is that
It 'iS in no W0ay dependent' on whether a company makes a profit. This type of
tax puts a substantial additional burden qn, a property operating in the red.
It is 'dlso' a deterrent to te ivestment of niew capital. We believe that If
ImPf6Vemept., in thfs'"O'ytem take place, the first and mwst important Improve-
'ment Is that the e'ploye who stand to benefit should pay at least a portion of
the cost.

For the 'reasons stated above, the American Hotel & Motel:,Associatlon is
aterbly opposed to , 199. and urges Its frejection by 'the Comi4ttee.

HA. 15119'L-the' Hot)se-passed''iIll--represents , 'major departurO from the
proposed changes' to the Unemployment Insurance system, a 'originally con-
sidered In the 89th Congress by'the House' of. fReprelentativds (H.R. 8282 and
its Senate counterpart, S. '1991). 'In many respects H.R. 15119 Is preferable
'leflolatloi 'if' Indeed tis CngreOsis to alt~r the present Unemployment

-" I.'R -1119 's a 'vaimprovemeit: 6ver S., 1991 'in that it ('1) fflminates 'the
,pr ibbsIed Pedetal 'e6te~ded ben6elft (-Federal, Unemployment Adjustment Bene-
fits)s'ai14d pes, ili 'Mhthereof,' reasonable'EO8it bnft'raaon;(2
efiiies 'the "rpfe' ederdl '8faiidards for' 'tat uepomn nuac
el11i'bility, benefit, diitation, slid 'thia svhounit ,f 'we~ybenefits; ') lfMlte8
the, "propese, dtequalifieetfii i 'stadards that' -oud' have required every State
to pay benefits to everyone who: quit voluntarly without good cause, or was
'fired for Willful mlscondutI, or refused to take suitable Work while. drawing
benefits';"'(4)' eliminat's' the'proposed altering 'of, t6ea"erpeiu -ring" con-
'cept ;'(5) Otiinftateg'he proposed' Federalt inatchlig 'grats,' ,e.', Tbstdy, for Ox-
'cis"' benefit costs;' (6) sbstantlally rednees the pro posed fiictese hi, the tat-

be tv ie base:,1,and' (7) :ptovids fct-Feddral 'couri revleO of'adverse' unem-
'ployment ,nstirthce 'decislosii by the U.*. Secretary of Labor.'",

In, tlienal' 'aifalySis HR. '11 9 is a 'ing'rlkef 'inipi emeitqver' $.' 1991 In that
it rejects, in both principle and subestankb,'the'far.reachidg aid' dtenttaily dam-

'AglInk provisions of $. 1991''"'' ' " '''Although'.t. 15119 is to be preferred4 "over S. 1901, thO 'AWericjin Hotel &
t'ltel' Associatioh fannot'support the former in toto.:

' LR. 15119 pi1ses to'increase'both tie' Federal ' Uxt e in pl 6yment lnsurneice
tax'-ate frohi' 0.4%' 'to' 0:6% iind the taxable Wage bhse to $4200. 'Ai'a result,
some 45 states will most likely rais I theit Wage 'base accordingly With ea-
pley'rsIn those 'States having their state (uc) tax lia'billty"conptied on 'this
'stated 'above, tn o6ur!'discussion' of 8.' 1991,',this Ifiimediat6' libroase ili cost-higher base.' Ih' consequence many an employer will have larger taxes. And a
stated Above' i' whnr disetiOn of S. 1991,, this immediate 'increase Is cost--
smah pereentage-wIse 'but large dollar-wse -wilr place a severe burden upon Our
industr-y Which"lS already faced with almost insurmountable problems. -

I summary, we "belieVe that the present Feder'al-,Stfte 'UnemplOyment In-
Sirance System has operated with a great deal of success during difficult periods
,of our economic history. 'We' are convinced 'that the system 'dn continue to
fmeet the notds'of the economy if there is a' degree 'f :restrain on 'the part of
the Federal authorities. This restraint can 'bei bst exercised If, the, unem-
•ployment lnsuracle system remains 'Inthe hands of the several state adminis-
trators'withb 'changes therein 'to be accomplished on a state-by-state basis asthe
'need arises. " .' ' ' ' '
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STATEMENT OF DR. THOMAS K. HITCH, CHAIRMAN, HAWAII UNEMPLOYMENT
COMPENSATION STUDY COMMIrrEE

I am Dr. Thomas K. Hitch. I am Vice President and Director of Economic
Research for the First National Bank of Hawaii, but I am appearing here in my
capacity as Chairman of the Hawaii Unemployment Compensation Study Com-
mittee which was organized in 1955 and has studied this field intensively ever
since. I am speaking for the following organizations which have representatives
on this committee:

Chamber of Commerce of Honolulu
General Contractors Association of Hawaii
Hawaii Employers Council
Hawaii State Chamber of Commerce
Hawaiian Electric Company, Inc.
Hawaiian Sugar Planters' Association
Hawaiian Telephone Company
Honolulu Gas Company
Pineapple Growers Association of Hawaii

In addition, the Chinese Chamber of Commerce of Hawaii and the Honolulu
Japanese Chamber of Commerce have asked me to inform you that they concur
with the views I will express.

The organizations and companies I represent encompass practically the en-
tirety of all business, industry, and agriculture in the State of Hawaii.

I might add that for most of my professional life I have considered myself
as being primarily a labor economist, and that I served in that capacity on the
staff of the President's Council of Economic Advisers in the Truman adminis-
tration., I am currently a member of the tripartite advisory committee to the,
Hawaii State Department of Labor and Industrial Relations.

RE 11.R. 15119

I strongly support the passage by the Senate of H.R. 15119. in precisely the
form in which it passed the House of Representatives by an overwhelming vote.

H.R. 15119 is a compromise bill that was written after the most penetrating
hearings on the subject of unemployment insurance that the Congress has held
since the passage of the original act in the mid-1930's. It makes a large lumber,
of improvements In the unemployment insurance program which were needed to
meet conditions existing today, while at the same time maintaining the funda-
mentally sound federal-state partnership In the program. It also puts this part-
nership on a more equitable footing by providing for judicial review'of conform-,
ity decisions by the Secretary of Labor.

-RES . 1991,

I strongly oppose the enactment of, S. 1991 for reasons which ar, detailed in
the remainder of this. statement. I should preface these remarks by saying
that the bulk of my remaining testimony will be confined to the subject of
agricultural coverage since (1) Hawaii is the only: state that coo'ers agriculture
and therefore its experience' with this subject is unique, and i) I participated
closely in the drafting of the original bill to cover agriculture back in 1957 and.
I have followed developments in this field very closely ever slace.
I. Agricultural coverage

A. Agrioultwre in lawaii.-First,' a few factq !-bout Hawaii'S 'arieulture.
Agriculture has, historically, been the foundation of the HawaiMan economy and is
still the biggest activity in the, private sector. The two biggest' agricultural
industries are sugar, where our 1100,000 tons per year represents 18.5, per c nt
of' U.S. production and' 12.2 per cent of US. 'consumption, , And pineapple
where our 18,000,000 cases of solid fruit and 12,000,000 'cases of juice, represents
50 per cent and 75 per cent respectively of world production. Other agilclItural
products are beef, milk, poultry, eggs, coffee, macadamia nuts, papaya; and a
broad range of truck crops. Most Of' 'thee letter activities are excluded from
coverage because of their small size '(we cover only employers With 20 or more
employees), so I will confine my remarks to'0Ur experience With sugar anid pine.'
a p p le c o v e r a g e . ' I I I I , . .. .

'B. The le8so from sugar ooverage.--The lesson from sugar coverage is in-
structive in that sugar In Hawaii differs markedly from practically all temperate
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zone Mainland agriculture, and therefore the fact that its employees have been
r.overed by the enl)ioyinent security law at; very little (ost. to(lite vonipanies a11ti
alt no cost to the reserve fund should not load you to think that the sano results
would, be obtained If coverage were extended to Maihland agriculture. The
reason for this is, of course, that sugr in Iilawall Is not seasonal, Sugar in
Hawali Is generally two years from planting to harvest and generally sonie six
years from planting to replanting; the harvesting season is generally some nine
months-in duration ; the growing of cane antd.the milling of cane is an integrated
activity under ono inatnagenent and with one work force; and during the few
months of the year that cane Is not being harvested and milled, there Is plenty
of work to be done (planting, care of crops, mill overhaul and repair, etc.) to
keep the work force employed. Consequently, itbout the only uneinployineltt coni.
sensation beneficiaries originating in the sugar industry are retirees, disehargees,
voluntary quits, and an occasional layoff front a reduction ili work force brought
about by sone labor-saving development.

U. The lesss t,'o plucepplo f'overt-lg'.--Pineaflfle Is Initch more like Malntlatl
agriculture in that It Is somewhat seasonal in its growing habits. I say "some.
what seasonal" because it is far less seasonal than inost Mainland agricultrt
that I am familiar with. After all, Hawaii's climate is suntmer the year round,
and pineapple (like sugar) is about, two years front plantilng to harvest antd
front four to five years from planting to replant Ing. It is not like growing coerinIli
my honm state of Missouri whore the fields are prepared and planted in the spring,
the crop is taken off in the late suniner, and the farm is battened flowl against
the winter f rom November to March.

Nevertheless the pineapple that ripens in the summer when the sun is a hit
wnirmer is better pineapple than the fall, winter, or spring crops, and hence the
companies tend to peak their harvesting season in the June to Sepemlber period.
About two-thirds of the total crop is picked and canned in these months, with
about ono4hlrd being harvested during the rest of tho year. However, very little
planting takes place during tie suniner harvesting season, so that the Iplanting
season (which varies between fall, winter, and s)ring by the different companies'
varying cultural practices) tends to balance out to some extent this seasonality.
Since all that the canneries do is to can the harvested pineapple, seasonality Is
tionevwhat greater there than on the plantations.Illawati's plneapplo plantations have a regular full-time, yar-round work
force of about 2,000 which Is augmented during the summer harvesting season
by some 4,000 seasonal employees and which Is augmented during the planting
season by about 1,000 seasonal employees. The canneries hlave it regular year.
round work force of something in efeess of 1.000 people, with an additional 10,0"(
or more seasonals being hired during the suntiner harvesting season, Of who1
some 2,rMlO will work Intermittently during the rest of the year when the
canneries are operating on their reduced, off-season schedules. Practically all
these cannery seasonal employees are women: most males in the group ire high
school or college students working during their vacation.
I Since pineapple Is about the only major activity in Iiawail with a seasonal

pattert, It provides temporary jobs that otherwise would not be available to
housewives, casual workers, and to sunwuer vacation students.

With this background out of the %ray, let me now make a few points.
You can see that. there are 'three rather distinct classes of workers In pine.

apple-the true seasonal worker who works only in the suner seasoll and wito
rarely has any significant work experience outside of the season, the casual or in-
termittent worker who not only works during the harvesting and canning season
In the sumner but works Intermittently and sporadically on the plantation or In
the cannery during the period of reduced activity that we call the off-season, and
finally the regular full4ine, year-round work force. The pattern of employnent
for each is quite stable, season after season and year after year. If these sea-
sonal and casual workers wanted full-time employment, they would have little
difficulty In getting It In Hawaii where the rate of unemployment has never
been as high as 5 per cent in the last decade and has frequently been at and oven
below 8 percent.

If our employment Security law presumed that these seasonal and casual
workers were in fact unemployed actively seeking work wheu they are not
working in the fields or in the canneries, thle ctmt of the program would be
astronomial. The law therefore provides that seasonal nforkers I n seasonal
industry/ (and both are splelfically defined) are entitled to full benefits but
these benefits are allocated between the seasonal period and the off-season
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l)eriod in accordance with the worker's setisonal anid nonseasonial work pat tern
in his base period. Tlus, if a seasonal workerIn plineaplle worked only during
the season (with no off-season earnings), ie could only draw beiltfs during the
next s 0ason. If, on the other hlanl, lie had worked 15 weeks during tile pline-
aipplle season and then hmad other work for 15 weeks durliig Ihie off-seitson, half
his totll beflelit elitentent could be (irawn durilig the next seisoi and half
luring the next off-season.. nientioned earlier thit without suchi aI easonlity provision the cost of
covering a seasonial agricultural Industry like pineapple would be nstronoinleal.
We have a pretty goold Imeasure of what such costs would I itas a result of stuilles
couct(ld both by the illdustry and by the State I)epartmnent 4lf Labor and'
Industrial Relations two years ago. These two studies renlted In the same
disturbing concluslon that the' elimination oflhe seasonality provilon couhl
cause benefits paid to pIlneappl, workers alone (4 per cent of our civilian Work
force) to rise to such en extent that the'iVost of our entire unemployinent lbi-
suranco lrograin would be Increased by b,15 per cent.

This causes us to be 7ery seriously concerned wlith S. 1091 which, according
to Information I have front thb Bureau of Ronplo , yment Security, would result
(inadvertently, I hope) in our seasoiality provision being out of conformity,
This result sterns fromi the'requirement (which I think Is' lost inappropriate In
any case) that any person %0'l,6 meets the maximun qualifying requirement (20
weeks of work or base-perlod earnings of five tines the state weekly average
wage) niust 10 assured entitlement, to 26 weeks of' benefits. Also, It Is likely
that tile lrolosed re(llrl lmi nt 'that disqualifications be limitedl to a six-week
pottponenient lieriod (which again I think is most hilippropriate) would result
in seasonality provIsiow4 being out of conformity,

My conclusion Is a' very simple one * If the Peleral Congress forces the repeal
of lhawall's seasonality provision, the ilicrease in benefit payouts In' Illawall will
be tremendous, and these payouts will be iide to seasonal and camial workers
who are not really Uneimployed when they are not working. Temierate zone
Mainland igriculture Is even nore seasonal than Is Hawaii's pineapple agricul-
ture. I believe that any extension of ('overage to agriculture sliouhl clearly and
explicitly make it certain that each state has the right to enact seasonally pro.
visimom fi keeping with the seasonal ('haracteristics of Its own agriculture and
the processing of its agricultural products. Unless soine real tle provision Is
made for recognizing the seasonal characteristics of agricultural activities which
ire governed by the seasons In widely varying areas, the costs of ulieilploynient
insurance would skyrocket, without any relationship to the facts of real unein-

ploynient.' , .
D. A floial coiment-To round out my description of lavaii's experience

with agricultural coverage, I should mention that in ur law we have revoglulzed
the need for keeping these costs as low as possle while 'sUtll. providing benefits
identical to thote provided under IndustrIal .coverage., We consequently per-
mitted stable krillultulnl eiiployers to provide benefits (through 1lIS ahiinlls-
tration) on a pay-as-you-go .s relinbursable plan nuch like that which ap-
lis to federal, state, and local governments. This results in very sizable cost

savings to,the sugar and pineapIple companies since they do not have to build up
large reserves In the fund with respect to their agricultural payrolls. Six years'
experience with this arrangement has shown that It- works very satisfactorily
from the viewpoint of the employer, the employee, and the government,

II. Need for twdorfization of qualifyhtg Rtandards, and di~qualtflcation pro.
'Visions e

There Is a' pressing need that has been largely' overlooked i these hearings
for inodernizing nany of tile unemployment compensation laws of the country.

This need stems from changes that have taken place in the last quarter of a
century in the labor force, in labor force attitudes, and in tie unemploynlent
comlpensation system Itself.
The labor force is a nich more fluld( body than it was thirty years ago, with

an immense Increase in secondary workers, particularly women, who are from
thino to time in the labor force and front the to tHine out of tile labor fore.
For example, 83.2 inillion people in the U.S. worked at one time or another it
1063, but according to the U.S. Departuleit of Labor, only 57 million of tlifhoi
were full-time workers and the remaining 26.2 million were part-time workers
or people who worked only Intermittently. Of the 32.2 million women who were
in the labor force at one time or another In 1063, almost half were part-time,
intermittent, or temporary workers. This means that at any one time there are
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an immense number of people with some recent work experience who are no,
longer In the labor force, but who can qualify for benefits if qualifying stand-
ards are set very low. S. 1991 says that no state can set a base period monetary
qualifying standard higher than five times the average weekly wage in covered
employment, which for Hawaii would be $472.85. Both of my teen-age daughters
made more money than that last summer in vacation jobs. The average worker
in Hawaii will, by definition, make that much In five weeks. To limit qualifying
wage requirements to this amount automatically opens the unemployment com.
pensation door to very large numbers of secondary workers who from time to
time enter and then withdraw from the labor force.

Changes in labor force attitudes over the years make this situation much
worse than it would otherwise be, Our thousands of housewives and students
who work in our pineapple canneries every summer during the season never used
to think of themselves as unemployed when the season was over, but now they
have no compunction whatsoever in drawing whatever unemployment com-
Lo)nsatlon benefits their brief and temporary work experience entities them to.
Equally, when casual workers work a short work week during the. otf.eason,
they expect a supplemental unemployment compensation check-which is always
bandled by mail to avoid the Inconvenience of appearlnsw in person at the LAbor
Department Building. After all, the benefit is a right it you meet the qualifying
and other requirements.

I might add that in Hawaii-as perhaps in other resort areas of the country-
we see this in extremes. We have nearly half a million visitors from the Main,
land every year, and a great many of these visitors are entitled to benefits if the
State Employment Service cannot locate suitable work for them. Under S5
1991 even the refusal of suitable work could carry only a six-week postpone-
ment of benefits.

Changes, primarily in coverage, in the unemployment insurance system itself
have an important bearing on qualifying standards. In the beginning, coverage
was severely restricted to the industrial core of, the labor force-.-employera with
eight or more employees, no public employment, no agricultural employment, etc.
On the theory that many claimants would have much more total work ex-
perience than covered work experience, qualifying standards (which relate
only to covered work experience) were purposely set very low. At this, time
when coverage is approaching totality, this reason for low qualifying standards
has ceased to exist.

I therefore strongly oppose the limitations on qualifying standards contained
in S. 1991. For similar reasons, I strongly oppose the limitations on disqualifi-
cations contained in . 1991.
III. Need for modervMuation of benefit provision, 

Whatever the need for modernization of the benefit provisions in tl~e etnpfqy.
ment security laws around tne'country is (and certainly the need does not exist
in' Hawaii whete we have one of the most liberal sets of benefit Orevisions in
the country), I must strongly object to the proposal that the Federal goVerniient
mandate the states to increase benefitS. Everyone knows that state uneinploy-
inent compensation legislation Is a give-and-take propositln Involving labor and
business and that given a faith balance of political tnfiluetce, labor has to permit
the plugging of some loopholes in order to get improvements in benefits and vice
versa. For the Cohgress to mandate a vast range of inipr ements In benetst
and place a tight lid on matters like disqualifications (as S. 1991 would do)
would guarantee that the situation that exists today in so many states Whereby
many persons with very little attachment to the labor force can djaw benefits
Would get dramatically worse and would, ! believe lead to the yventqal die-
crediting of the entire unemployment insurane system--which none of the people
I speak for want to see, come about.
IV. Federal unemployment adjustment benefits C

I do not agree with" the proposal for" FIAB." As"A' temporary neasuire in
times of hi1h uneinploymnont, themee may well be some justification for such 4
program. But with unemploynient of the regular Work force at fairly minimal
levels (not touch over 8 per cent of the total work force in Hawaii now) ex-
hausteei, are largely'people who need training ot reOtralnig or change of work
attitude, or people who no longer have any attachment to the labor force (retirees,
secondary workers who, having worked' for a While, ,haVe quit fob' An ixdefinlte
period). The former nbed training- retraining, or'a change f attitude rathero
then" anhpthe , twenty-aiX weeks of benefits, and the latter never Should have been
drawing benefits in the first place.



UNEMPLOYMENT INSURANCE AMENDMENTS OF 1066 679

V. Benefit requiremwts
S. 1991 goes much too far In establishing benefit standards. To require that

a person whose twelve-month base period,total earnings are only five times the
average weekly wage In covered employmneit (which for a person with average
weekly earnings would represent osfly five weeks of work) must absolutely be
entitled 'to twenty-six weeks of benefits is most improper, particularly with the
large numbers of intermittent and secondary workers in the labor force, Such
a requirement would effectively ban variable duration, and the logic of variable
duration Is welt established in a vast 'majority of the states. It is, simply put,
that the question of attachmet to the labor force is for all persons other than
full-time, year-round employees, a matter of degree. In short, attoehment to the
labor force is, for many people, not a black or white Issue, but rather one of
varying shades of grey. Entitlement to benefits based on this attachment is
therefore not an all-or-nothing thing, but should be variable depending upon the
degree of attachment.

VI. Dsquakflations
Equally bad, in my opinion, Is the proposal that disqualiflcations (except for

fraud, labor dispute, and crime) cannot be more than a six-week postponement.
Who can argue that a person who has voluntarily quit a job for no cause and
who while drawing benefits is offered thoroughly suitable work but who refuses
to accept that work should be entitled to draw a full fifty-two weeks of benefits
after only a six-week postponement? We all know that because of the way many
state laws are written, it is possible for many people to make drawing unemploy-
ment compensation benefits a perfectly legal but thoroughly immoral way of life.
Why should, the Congress mandate state governments to e;oourage such im-
morality?

Actually, the subject of disqualification is a very complicated one which few
people have given adequate thought to. Employment security laws list a large
number of disqualifying acts-fraud, labor dispute, criminal acts against the
employer, voluntary quits, pregnancy, misconduct, absenteeism, retirement, draw-
ing other social security benefits, etc., etc. Our problem is the ancient one of
making the punishment fit the crime, and there is no more reason to have a single
uniform disqualification penalty under employment security laws than to have
a single uniforin penalty for all crimes under criminal law. Would anyone argue
for a $50 fine and a week In jail for every crime committed-whether it be ex-
ceeding the parking time limit, murder, rape, or shoplifting?

Aside from the areas of fraud and labor dispute, disqualityipg acts properly
(for employment security, purposes) should be grouped into three categories-
with the penalty for the three types being quite different. The first group of
disqualifying acts consists of those that demonstrate that the person has quit
the labor market and does not want to work--such as when a person drawing
benefits is offered suitable work and refuses it or when a person voluntarily quits
a job for no good cause. Surely there should in this case be no entitlement
to benefits until that person has shown by his action that he is In fact back in
the labor market. The second category should include persons whose status Indi-
cates they are really not available for work, such as those who quit for such
reasons as pregnancy, marital reasons, etc. Surely they should not be entitled
to benefits until these reasons for not working have disappeared. A third category
consists of acts which carry no Implication of withdrawals from the labor force-
such as job misconduct, criminal act against the employer, etc. The penalty
here should simply be one that would discourage such acts. 'A final separate
category is that of retirement. This I a' difflCu t one to devise fair and proper
laws to coyer, but It has become such a domm0n practice,'(fl awaii at least)
for all persons 'who retire th' start their retirement with twenty-t weeks of
unemployment benefits (S. 1991 would extend thli to" fifty-t*o weeks) 'and 'this
has become such a major drain on our fund that we should certainly have freedom
in legislating reasonable means to cope with it.

VII. Ba'petleoe rating
Two provisions of the bill are a direct threat to experience rating, and as such

contain the inherent possibilities of great increases In costs over time. They
are the provisions that (1) would permit reduced rates for pooled funds for any
reason---even reasons unrelated to the employer's experience with unemploy-
ment-and that (2) would have the Federal government pick up two-thirds of
the cost of all state programs above 2 per cent. Why worry about program cost
if the Federal government will pay for most of It? Why worry about costs If
savings are not reflected In reduced rates?

65-992--6-----44
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VIII. Tax base
Raising taxable wages an'd leaving naxhnum tax rates the same puts all the

finauncial burden of increased taxes in those industries which employ higher
paid employees. Some industries 'could iave their taxes doubled, others would
have practically no Increase. This Is obviously Iuequttable,

INTE NATIONAL AssoOIATION oF MAMIILH, SL.ATE & STON a POr:0I EtIIS,
RUnES & SAWYxRs, TILE IIEJ.PF41S & FiN1eSiIMt, MARLEt 8W1mi'E7t
IF.LPERS, MAltWLiE MO6SAO & TasstAzzo WOiIKEItS IfLteitS,

Wlashiton, I).C., July 14, 1960.
ih1, RussiFl. 1t. LONO,
Chairman a, Vommcitteo on Finance,
U.S. enute, Washington, D.u.

MWAR ScNA'roit LONU: This Interniiatloal Union Is vitally interested In S. _191,
lea rings on which are being conducted before your Committee at the Ipresent time.

We believe that it Is necessary to set minilnum federal standards In the na-
tionl's vuieliloymdnt COmpensatlon system If unemployed workers and their
families are to be protected. The movement of industry front one area to another
and rapid attonmtion have created many new adjuNtent problems for workers
and -their familles. When the faintly breadwinner loses his Job, unemaploy-
ment benefits are the main source of suplprt. However, Jobless benefits in most
states are inadequate oven for short periods.

That Is why we support President Johnson's proposals to amend the law to iln-
clude broader coverage, fair weekly benefits, adjustment benefits for the long-
term unemployed, uniform disqualiileation penalties, and modernized financing.

I respectfully reqtuest that -this statement be printed In the record of the
,Conunittee hearing.

Sincerely yours,
WILLIAM PEIrIEr,

General Prosdent.

RIIInorivI.uooa OF PAINTERS, I)RCORATORS &
PAI ERIHANOER OF AMERICA, AFlrO-IO,

Washington, D.C., Jaly 14, 1966.
Ie S. 1991.
lIeo. tUSSEL, B. LONG,
,Chairman, Committee on Fitance,Vt.S. Htenate,
Waislnoton, D.O.

DNAn SENAolt LONG: It Is regrettable on my part that I cannot arrange to
bo at the hearing July 25th when the Senate Committee on 'tnance considers
Unemployment Compensation Bil S. 1991. 1 an however, including herewith
my position on Senator McCarthy's pending bill and I respectfully request that
this letter be made part of the minutes of the hearing.The 205,000 members of our International Union have expressed their desires
.and aspirations on the subject of a modernized unemployment compensation
federal standard. They have Indicated the real need for a much better cov-
,erage. More than four million American workers are not now protected and
should be brought under the coverage of the law. Also, our people are In real
need of more equitable weekly benefits under the law. The present amount
,of benefit is completely out of line with the present day economy and then there
is the real major problem of long-term unemployment and this long-term idle-
mess presents a real and actual problem for many of our people who are the
victims when Jobs are either automated or when plants or places of employment
-are transferred.
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Surely, Serator, there ore far-rteching needs for federal standards which
would include a modern type of fluancing,

Thank you axid the members of your coinlttee In advance for your kind
consideration of this statement which I am hopeful will bq made a part of the

Very truly yours, S. FRANK RAFTERY,
I Getieral President.

PVuNcrqN UNIVERSITY,
INI)VUTIA, RICLATION5 SEjyriON,

P4nodto)N N.J., July 13, 1966.
1101. RUSSMEL B. LONG,
Vihairman, ionato linanoo Commtteo,
U.S. Senate, Wahngtn, D.O.

l)nAn SENMA.ro IA)NO: EPn(losed 114 a statement signed by 38 academic specialists
in the fleld of social Insurance and labor markets with respect to policies they
recommend in connection with revision of the Federal-State program of unem-
ployinent Insurance.

This statement was developed by a group here at Princeton with the assistance
of colleagues tt other Institutions last July. It was prepared In anticipation
of legislation during this session of the Congress. A total of 42 persons were
Invited to sign the statement. Iteplies were received from 89, of whom 38 signed
and one declined to sign because of disagreement with some parts of the state-
me0t.

On behalf of the group I am requesting that the statement with the list of
signers be Inserted in the current Hearings being held by the Senate Finance
Committee with respect to revision of the Social Security Act as it relates to
unemployment comlpnsatlon.

Sincerely yours,
Rwum~m A. Lnsm,
Prolessor of ERonom.ics,

STATEMENT OF AOADF3MI0 SPECTALISTR IN SOCIAL INSURANO AN!) LABOR MARKETS
WITH RESPEOTI TO UNEMPLOYMENT INSURANCE

The Federal-State program of unemployment insurance was initiated 80
years ago with the passage of the Social Security Act. Since then significant
e.hanges have occurred In the composition of the labor force, in the character of
unemployment, in wages and working conditions, and in the structure and tech-
nology of the economy. The unemployment insurance program, however, has not
been properly adjusted to .meet the present and prospective needs and problems
In Its field. It has steadily decreased in effectiveness as a means of stabilizing
the economy and compensating Jobless workers for part of their wage losses.

Congrenslonal hearings are scheduled on bills aimed at revision of those parts
of the Social Security Act dealing with unemployment insurance, so as to cor.
rect significant weaknesses revealed by experience. Thisstatement kIdicates
the kinds of changes that are needed in order to meet todayls unemployment
problem without upsetting the Federal-State structure of the program. The un-
dersigned make the statement as individuals who have studied the role of un-
-employment in our economy and not in support of the detailed provisions of
particular bills under consideration.

If the unemployment Insurance program is to serve its Intended purposes,
at least four improvements in the law are needed.
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First, employment under the Federal Tax Act should be expanded to includemany sections of the nation's labor force already covered by the Federal Old.
Age, Survivors' and Disability Insurance program. This means at least the In-
clusion of firms with one or more workers and many of the industries now exempt
from unemployment insurance coverage.

Second, one or more standards with respect to State unemployment benefit
levels should be included in the Social Security Act. Individual States need
an indication of Congressional intent with respect to jobless benefit levels and
also some protection against the competition of other States for industry in
terms of depressingly low benefit levels. Since 1935, the average weekly earnings
of workers have increased fivefold, yet the weekly benefit maximums or ceilings
in State laws have, on the average, risen only threefold. The result is that the
ceilings curtail the benefits of about half of all insured claimants; whereas in
1939 only 2 States had a maximum weekly benefit amounting to less than half
the State's average weekly wage, that unfortunate condition applied to 38 States
in 1964. In the case of States where a Federal benefit standard or standards
would result in especially heavy unemployment insurance costs for a period of
time, arrangements for Federal sharing of such extraordinary burdens would
serve to support the achievement and continued maintenance of adequate *tste
benefit levels.

Third, advances in the economy since the 1930's have made the wage base
for the Federal Unemployment Tax obsolete. From 1936 to 1939 the tax base
was the total yearly earnings of the person, but in 1930 it was restricted to the
first $3,000 in order to conform to the tax base under Federal Old-Age and Sur-
vivors' Insurance. Since 1939 the Old-Age and Survivors' tax base has been
raised four times, and pending legislation would make it apply next year to the
first $5,600 a person earns per annum. Even a $5,600 base would be a smaller
fraction of total covered payroll now than $3,000 was in 1939. Clearly the wage
base for financing unemployment insurance should be adjusted to take account
of the great increase in weekly earnings since 1939. Failure to make such ad-
justment has meant a growing separation between the benefit base and the tax
base and has had some unfortunate consequences for the program as well as the
general economy.

Fourth, a means must be provided to supply cash incomes for persons with
long attachment to the labor force who suffer a long period of unemployment.
Such persons are often victims of technological change, occupational obsoles-
cence, or geographical shifts of industry, and their number has grown large.
There is need for a limited additional period of compensation beyond the normal
State m~tximum of 20 weeks while determination is being made of such jobless
worker's need to shift his oecu~ation, his. residence, or the general character of
the work he should seek, and while he is being counseled or is actually making
necessary adjustments. Such longer-term provision of income seems logically
to be a national responsibility, related to training, transfer, early retirement;
and other national programs. The Federal-State unemployment insurance pro4
gram was designed to compensate for short-term joblessness under insurance
benefits provided as a matter of right. :'The program of longer-term provision
should be planned andiadministered on a continuing basis so that individual
workers can -make definite plans -and the program can serve its intended
objectives.
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In addition to these four improvements In the Social Security Act, the un-
employment compensation program needs to increase the effectiveness of its
operations. In general, the program suffers from high staff turnover, insuffi-
cient analysis and research, and an inability to attract and hold capable persons
with professional aims and interests. Recent experience has clearly shown the
need for more staff training, more attractive promotion possibilities, and more
research to, improve both the substantive effectiveness and the administrative
efficiency of the program.

Remedial action along the lines we recommend has been long overdo. Failure
to adopt these measures earlier has already had serious consequences. Given
the lag between Federal enactment and full results at the State anO local levels,
further delay would be mostunfortuate.

Signed:
Leonard P. Adams, Professor and .Director.of Research and Publications,

New York 4tate School of Itdustriak and Labor Relations, 4ornell Uni-
versity.

Charles W. Anrod, Professor of Economics, Loyola Uniyersity.
E. Wight Bakke, Professor of Economics, Yale University.
Monroe BerkowItz, Professor of Econopics, Rutgers--The State University.
Philip Booth, Lecturer in Social Work, School of Social 'Work, University

of Michigan.
Douglass V. Brown, Professor-of -Industrial Management, Massachusetts

Institute of Technology.
J., Douglas' Brown, Professor of Economics and Dean of the Faculty, Prince-

ton University. - i .:
Everett J. Burtt, Jr., Professor of Economics, Boston University.
John J. Corson, Professor of Public lind International Affairs, Princeton

University.. , _ ..- 6t' 1Erank T. do Vyver, Professor of EcnomicS' and rovos, uke V1-
,versity. ',, , c 'a Invrt"

John T. Dunlop, Professor, of Economis, H Vai i ...ersty.
F. Jr' Fivri Dean, $c.ool of Social Work, University of Michigan .
Itobert 1. France, Profteior of Economics, University of Rochester,
Margart 8._,fordon, A s~late Vfrector,'Institute of industrial Relaios,

Upverqty of Oalfornia,, Berkeley., .
Wlllau ,Harber,, Prptessor of leonomics andPeon of ollegeof Ltterka tn,

Science and Arts, tUn~erstypf '9e1~ga .,Frederic ,k H Ltan, ,, 'fob 'of ti Ben oca and Djietoir,4. ,4ntrl
Relations: section, Pilicf ton University. ire.. orn

,eyinpur N. r Professor of Ecoomies, Univeraltyr of California, San
Diego.,.. I

Jacob ad. Kaufman, .?rof r of ,conomI .and tlrector of Insttttie for
Resarch on fNIU~W1 90ourc ,! Pem sylvaiiia State Univery 4

Charles C. 'Killingsworth, Professor of Economics, Michj Stat6 UtJversity.
Robert J. Lampman, Professor of Economics, UniveiIty of WIsconsIn.
Lichard A. Lester,.PVofe~sor of Eonomics, PInceton University.
John W. McConnell, President, University of New Hampshire.
William H. Miernyk, Professor of Economics aud Director of the -Bureau of

Economie Research, University 'ofOolprado...........

K . K K ~ 'K * ., . " , ' . * . * ' . .'
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Signed-Continued
Charles A. Myers, Professor of Industrial Relations and Director of Indus-

trial Relations Section, Massachusetts Institute of Technology.
Herbert S. Parnes, Professor of Economics, Ohio State University.
Frank C. Pierson, Professor of Economics, Swarthmore College.
Albert Rees, Professor of Economics, University of Chicago.
Fred Slavick, Asoclate Professor, New York State School of Industrial and

Labor Relations, Cornell University.
Herman M. Somers, Professor of Politics and Public Affairs, Princeton

University.
Sidney C. Sufrin, Professor of Economics, Syracuse University.
Howard M. Teaf, Jr., Professor of Economics, Haverford College.
John G. Turnbull, Professor of Economics and Associate Dean of the College

of Liberal Arts, University of Minnesota.
Lloyd Ulman, Professor of Economics and Director of Institute of Industrial

Relations, University of California, Berkeley.
Dale Yoder, Professor of Industrial Relations and Director of Division of

Industrial Relations, Graduate School of Business, Stanford University.
Neil W. Chamberlain, Professor of Economics, Yale University.
Edwin Young, Dean, College of Letters and Science, University of Wisconsin.'

STATEMENT OF THE GIRL SCOUTs OF THB UNITED STATES OF AMERICA, PRESENTED

BY MRS. HOLTON R. PRICE, JP-, PRESIDENT

RECOMMENDATIONS.

Girl Scouts of the United States of America recognizes the social and economic
objectives of H.R. 15119 in regard 'to extending unemployment Insurance to eni-
ployees of non-profit organizations. We appreciate the consideration given Lov
the House Ways and Means Committee to the recommendations made by this
and other non-profit organizations. SeCtion 104 of H.R. 15119 will make it possible
for an organization like ours to fulitil Its responsibilties as an employer in' respect
to unemployment Insurance but in a manner that would not draw unnecessarily
upon the funds and resources which have been contributed to Girl Scouting to
carry out Its program.' We hope that the Senate FinanCe Committee will retain
Section 104 of the bill in Its present form. We particularly recommend retention
of the following provisions made available to'nonprofit organizations by H.R.15119: . . .

1. That non-profit organizations be allowed the option of either reimburs-
Ing the State for unemployment compensation attributable to service for
them or paying the State unemployment insurance contributions.

2. That non-profit organizations not be required to pay the Federal
portion of the unemployment tax.

FACTS SUPPORTING :REPOMNEI.DATIONS

Our organization has three reasons for supporting optional statewide relim-
bursable financing rather than a payroll tax. We believe these same reasons
Justify exemption from the Federal portion of the unemployment tax:

1. Increased costs
Our organization, like other non-profit organizations, cannot readily pass on

tax burdens to either its members or the donors who contribute to its financial
support.

2 Signatures received after statement was released to press on July 26, 1965.
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We estimate that foi the 'calendar year 1967'a 3.3 percent payroll taxon ia
$3,900 base rate would cost the 499 local Girl Scout Councils $550,000; the Na-
tional Organization would have to pay $116,500. The resulting added expense of
$666,500 represents almost two percent of operating budgets. This high per-
centage Is accounted for by the fact that in a service organization such as ours
salaries are the major expense item on the budget. These payroll tax contri-
butions would be significantly in excess of the claimant requirements for our
employees and would add considerably to the difficulties of financing a non-
profit organization.

2. Few claimants
Unemploment insurance payments on a tax basis would impose upon the Girl

Scout National Organization and Girl Scout councils throughout the country, as
well as many other organizations like them, an inequitable share of total in-
surance cost. According to 1961 Bureau of Employment Security figures, non-
profit organizations are responsible for only 1 percent of total unemployment.
This is the lowest percentage of any covered or non-covered industry.

The relationship of low turnover and low claimant benefits to tax payments by
non-profit organizations is illustrated by experiences in Washington, D.C., Colo-
rado, and Hawaii. According to recent Bureau of Employment Security figures,
the contribution of non-profit organizations to insurance funds far exceeds the
payments made to claimants. For example, In 1964, Washington, D.C. charged
non-profit organizations $676,000 and paid claimants $268,000. Also in 1964,
Colorado collected $461,000 'from , non-profit organizations and paid .$181,000 to
non-prq0lt0:orjanation claimants. In 1960, payments by non-pr6fit 0rginizations
to the'iisurance fund of H3aiwail were $76,000, while laimants from these organi-
zations were paid $53,000.
8. Nature. of organization,

Girl Scout employees are, providing service designed, like public service, to
assist in 'promoting the general welfare. Their specific objective is to help
prepare girls for their citizenship responsibilities. The United States Govern-
ment has acknowledged, by .its recent actions and - public statements, that
organizations such as ours are necessary partners if the total potential resources
of the nation are to be brought'to bear Upon Its 'social needs. ' it would seem,
-herefore, that Federal tax 'exemptions applicable for State and local govern-
ments could properly be extended -to non-profit organizations, and' that methods
similar to Federal reimbursement of the states could be made available to them
for their claimants. :' '

SUMMARY, .

Our presentation to this Committee Is based upon our desire to meet the pro-
posed bill's objective of extending unemployment protection to more employees
who need it but, at the same time, to insure as fully a's possible that the maxi-
mum amount of contributed funds and resources can be directed to serving the
youth of our nation. ' ".

STATEMENT OF RUSSELL W. LAXSON, TREASURER FOR HONEYWELL INc.,
MINNEAPOLS, MINNESOTA.

This statement by Honeywell Inc., Minneapolis, Minnesota, is submitted In
support of H.Rt. 15119.

SUMMARY., ,,

Careful weighing of the provisions of H.R. 15119 leads us to the conclusion
that it is the most reasonable proposal possible. H.R. 15119 provides for several
necessary changes in the, Federal unemployment compensation law which we
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support. It also contains a number of provisions about which we have some
reservations. However, it is a carefully balanced proposal which, if enacted in
its present form would make necessary improvements in the federal unemploy-
ment compensation law and would be in the public interest.

We support:
1. The provision for federal court review of the decisions of the U.S. Sec.

retary of Labor concerning question of state conformity to federal statutes.
2. The provisions for extended benefits during periods of higher than nor-

nal unemployment.
3. The exclusion of major federal standards which would prohibit the

individual states from developing and adapting state laws suitable for their
own needs and clrvumstances.

4. The exclusion of provisions which would jeopardize individual com-
pany experience rating.

We would oppose:
1. Legislation which would establish federal benefit and eligibility stand.

ards and which would otherwise deny statel discretion in adapting their
state unemployment compensation laws to, meet their own circumstances and
needs,STATEMENT

Honeywell is vitally interested in, the unqnjployment compensation system, Its
financing, its benefits and its administration. We have some employees in every
stite aiid jurisdiction in the Unit, States, and pay, unemployment, taxes in all
of these Jurisdictions. We believe that the unemployment dompensation program
serves a most useful function in our industrial society an4 that the program needs
to be reviewed from time to tine in order to a&ure tiint it mieets the needs for
which It was established. We believe that in most of the states,, the'laws are
more than meeting the objectives of the unemployment compensation program
as it was originally conceived.

Benefits today are generally much more liberal Inboth absolute and relative
terms than those provided by standards originally established. Our broad
experience with unemployment compensation also indiates the clear need
for states to retain discretion in establishing benefits, qualification and financing
standards. The diversity of conditions, between states, and even within states,
clearly shows that federal standards'will not be equitable or workable in terms
of a sound system of unemployment compensation., . . -

IMPROVEMENTS PROPOSED IN BILL H.1. 15119,

The provision for federal court review of state conformity decision of the U.S.
Secretary of- Labor has been urgently needed for .many years. ., his will give
states some avenue ;or appealing decisions striking down state prolsio ns which
the states have deemed necessary to sound fair and equitableadminIstration of
their unemployment benefit systems. .The, resolution of, :uch conflicts between
the states and the Secretary through the federal courts should increase respect
for the unemployment benefit system. and-help increase public acceptance and
respect for the system.

Past experience during ,recessionary, periods. has shown the*: desirability of
developing a permanent system 'of extended bentofit for recessionary periods of
high unemployment. The provisions establishing this system of extended benefits
also appear to befllextble enough tb alloW '4omeo'expeliuentation by states in
seeking a system of extended benefits which is fair and equitable anid Will meet
the needs of -those persons to wlom 4ery'long term unemployment is a problem.

We believe that H.R. 15119 has sufficient merit that it ought to be enacted
even though there are numerous prbviSiOns about which *e feel Some reservations.
We recognize that H.R. 15119 is a finely'balanced proposal arrived at after long
and careful study by the House Wayse and Means Committee, the Interstate Con-
ference of Employment Security Administrators. In total H.R. 15119 will
improve the unemployment benefit program. In its present for it balances the
interests of all groups and is in the public interest. Amendments are likely to
destroy the careful balancing of interests which has been achieved in H.R. 15119
and ought to be avoided.
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STATEMENT OF IRA H. NUNN, WASHINGTON COUNSEL, NATIONAL RESTAURANT
ASSOCIATION

Mr. Chairman and Members of the Committee:
My name is Ira H. Nunn. I am the Washington Counsel of the National

Restaurant Association.
I appear toda: on behalf of the National Restaurant Association to present

the objections of the food service industry to 'S. 1991 and to H.R. 15119. The
National Restaurant Association is the trade association of the food service In-
dustry. With almost 12,000 direct members and through affiliation with 135
state and local restaurant associations, my association speaks for over 110,000
food service establishments in every state in the union.

STATEMENT OF POSITION

The food service industry is opposed to both S. 1991 and to H.R. 15119 and rec-
ommends against the enactment of either bill.

A bill identical to S. 1991 was the subject of extensive analysis by those who
earlier have appeared before this Committee and before the House Ways and
Means Committee. Its ramifications both technical and practical have been made
clear. The bill reflects the philosophy of the current Administration that only
increased federal control and expanded welfare benefits at the national level can
solve the Nation's problems. This legislative proposal was rejected by the House
Ways and Means Committee.

Further analysis Is. not needed for us to state categorically that we disagree
with both 'the philosophy underlying the bill, S. 1991, and the approach to the
problem of unemployment made by this bill. -

This bill is complex and offers 'several far reaching projects but its funda-
mental defect to us is that it does nothing to solve the problem of unemployment.
It does not seek to relieve or reduce unemployment. It seeks only to soften the
blow of unemployment.' This is a laudable goal, but S. 1991 would achieve It at
such a high price to, employers as to militate against the creation of new jobs
and this is' the only real answer to the Unemployment problem.

Several points of objection have already been made with which we agree.'
I believe they ire worthy of brief repetition.

We do not support the use of "average weekly wage" as a criterion for measur-
ing adequate benefits. Such an average 'Is deceptive because it includes the
weekly pay of executives who rarely are unemployed. Although alh averages
are somewhat deceptive, we believe a fairer measure would be average weekly
wages of claimaits. .'.

We believe that reducing the disqualification period and several limiting
reasons for, disqualification can only serve to encourage some workers to leave
the work force for purposes of collecting unemployment benefits. We can see no
reasonable justification for so rigidly restraining the states' ability to deal with
qualification for benefits. I .

We believe that providing unemployment compenisation to trainees is wrong.,
Those preparing for, wok should be compensated-in cases where compensation

i utifld bedtdrable--0ut of'funds set aside exactly and solely for that purpose.
Such trainees are not of an unemployed group the Unemployment- Compensation
Act was designed to handle.

5. 1991 is Nuo NnEDED

Many valid objections have been raised to the various provisions of S. 1991
as well as to its original House counterpart,' H.R. 8282, but foremost and funda-
mentally §. 1991 is objectionable because it is not needed. The President has
based his case on a claimed need. He said simply, "The system has not kept
pace with the times. No major improvements have been made since its original,
enactment 30 years ago." The implication is that changes are needed because
changes have not been made recently.,

To us, the case has not been made; the issue has not been proved. Certainly,
there has been considerable evidence offered by those who claim there is no
current need for this legislation. Witness the remarks of father Joseph M.
Recker, S.J., "The states have experienced reasonable success in conducting their
own programs, while increasing the real protection afforded the unemployed by
about 100 per cent. As compared with those who received benefits in 1938, the
first year in which benefits were paid, the beneficiary in 1960 recei'ied his benefits
sooner, for a longer time and could buy more real goods with what he received."
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s. 1991 VIOLATES TIE PHILOSOPHY OF THE ORIGINAL ACT

The purpose of the Unemployment Compensation Act of 1935 was to provide
a base, a minimum standard beneath which the states could not go in establishing
unemployment benefits, tax rates and qualifying conditions and retain 90 per
cent of the federal tax to be assessed. The federal power to levy and collect
taxes was used and it was used sparingly.

This tax is a tax on employment levied only on employers. It is a cost of doing
business but more accurately, a price to be paid In order to do business. S. 1991
would raise that tax to an intolerable level by raising the tax rate and drastically
raising the taxable wage base.

S. 1991 would no longer permit the federal act to serve as a base or guideline
to the states. Its requirements are too stringent for this. It would impose
federal requirements almost completely and would leave the states almost no
latitude. The states could impose only more rigorous or more costly require.
ments than the already overly burdensome requirements of S. 1991.

THE ERROR OF UPSETTING EXPERIENCE RATINGS

Federal law now permits and the states have adopted a provision which
taxes at a lower rate employers whose workers have not been subjected to high
or normal unemployment. It Is true that S. 1991 would not directly affect this
"experience rating" practice but it is also true, in our opinion, that the failure
to require the states to adopt an "experience ratings' requirement as Is the case
with S. 1991, will result in the abandonment of "experience'ratings" by the states.

The unions oppose "experience ratings" in our opinion because the desire to
protect a good rating leads many employers to challenge claims for compensation.
Employers who do not benefit by the reduced rate because of a poor rating show
little zeal for preserving experience ratings. The likelihood then is that the
states will be pressured to abandon experience ratings for a one-rate-for-all
system of taxation. or a tax rate established on an industry basis.

The latter plan would be quite harmful to many restaurant operators. Ours
is an Industry with a considerable labor turnover. The liberalizing aspects of
other provisions of 8. 1991 would cause many restaurant employees who leave
their employment to qualify for benefits. On this point, consider the experience
of one major, restaurant chain, one by'the way whose experience rating is excel-
lent in states where it operates. Of those who left work and filed claims, 86 per
cent were not qualified for Immediate benefits. 23. percent had been discharged
for misconduct 'and 63 percent had quit voluntarily. Only 14 percent of Its claims
were justifiable. Thus, the nature of our industry, it being one with an especially
high percentage of, unskilled workers, is such that, it might -not qualify for a
favorable unemployment tax rate if judged on'an industry basis..

Yet this would be unfair to many of our large chain operations, which through
use of such fringe benefits as profit sharing and pension plans, have been ablo
to develop a very stable work force. These chains stand to suffer most. They
have the most employees and often the best experience ratings., Lumping them
on either an industry or a statewide basis is unfair. The experience ratings sys-
tem. is.a good one.. It should be preserved and it can only be preserved by the
federal HIGH TAXES DISCOURAGE EMPLOYMENT,

S. 1991 provides a tax on employment. Whatever social need is filled thereby,
the fact remains that this tax is going to be a high omie. When coupled with the
new high tax rates adopted to finance the "Medicare law, we find that employers
will b6 paying up to $537.90 per employee per year in payroll taxes. And this.
assumes no further increase in Social Secuirity taxes.We are faced with a per employee charge of $10 per week, a charge from which
the employer derives no benefit. This $10 per week charge can only be controlled
by not hiring new workers. Instead, the employer who provides overtime pay to
current employees is able to avoid these extra taxes. When the other benefits
employees receive are taken into consideration, it becomes profitable to provide
overtime.

The answer Is not to add to the penalty rate for overtime. The answer is not
to add further to the cost of hiring employees. Such legislation as this and the
proposal to extend and raise the minimum wage can only operate to accelerate
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-he trend to automation. The answer is to permit business a reasonable amount
vf freedom to deal with the problem of unemployment by itself without further
encumbering business with higher taxes or penalty pay rates.

OUR OPPOSITION TO H.R. 15119

It must be conceded that many of the objections which can be raised to S. 1991
do not apply to H.R. 15119. To the extent that this is true, H.R. 15119 is a better
bill but, we believe it Is still not good legislation. We oppose the enactment of
H.R. 15119 as well.
S. 1991 would lead to the elimination of experience ratings and H.R. 15119 is

better, but no law is needed to preserve experience ratings.
S. 1991 would impose federal standards with respect to eligibility for benefits,

amount and duration of benefits, as well as limiting the rights of the states to
disqualify claimants. H.R. 15119 largely eliminates the federal standards re-
quirements but again, this merely preserves the status quo and no new law is
needed to do this. Also, H.R. 15119 does not interfere with the rights of the
states to control requirements for disqualification from benefits.

The extended benefits provisions of H.R." 15119 are far superior to 8. 1991.
The "trigger" based either on a national or state recession is a good and a fair
one and the principle of using such a trigger is especially sound. However, these
provisions do not justify new legislation at this time, because we recently experi-
enced a new law in unemployment and our economy is continuing in a prosperity
of unprecedented length. We may one day need such recession benefits, though
we hope we do not. In any event, there is no need for recession benefits at this,
time, so this provision of H.R. 15119 doe not justify* new legislation.

A desirable feature of H.R. 15119 not contained in 8, 1991 is that providing
for judicial review of determinations of non-conformity of state laws by, the
Secretary of Labor. We recognize the' desirabllity of such a provision but it is
not of such Importance as to overcome the'other undesirable -features of H.R.
15119.

*S. 1991 would extend' coverage to virtually every employer 'in the country.
H.R. 15119, too, would extend coverage." While the extensioriof coverage under
H.R. 15119 would be great; it would not be as broad as S. 1991'- But extended
overage is'not suffielehi justffleation 'forfll6v4 tslation. Half of our jurisdic-
tions now cover more employers than required by the federal law.

In our testimony before the House Committee on Ways'and Means, we argued
that H.R. *8282 was not' needed because the States had responded on their" own
ihlitiativ6 to meet changing needs in the field of, unemployment iompensation.'
All' fifty one 'jurisdirtions ha ;e at least 'doubled their nmfximuin Weeklf berefitS
paymeu'ts. Thirty of tliexii iiade, 4hmiges in'196 alone. ' The states have hiot.
abandonedthier Vesponsibility in tlit,4 arA.e ' They each haVe Actd ' to illeet the
.pe.il needs of their people.. Since the states are doing what is neesarY, there
is' no need 'for the federal government to 'interfere either through IS. '99.1 or'
through H.R. 15119.

By approving H.R. 15119 by a vote of 374-10, the House overwhelmingly re-:
jected an increased federalization of the field of unemployment compensation.
We urge the Senate Finance Committee and the Senate itself to reject any fur-
ther federalization of the field. Furtlrer-%We ask the Senate Finance Committee
to recommend. that the Senate do nothing in the field of unemployment compen-
sation at this time.

The 'adv'antages of H.R. 15119 are not sufficient to Justify its enactment at
this time. Further, it must be recognized that while H.R. i511,1 woiuld'hot'bi;
as costly to employers as S. 1991, it would still'be expenslve& At irisent, the
maximum tax under the federal law is $93 per worker per'year. Under H.R
11$119, it 'would be $138.60. This is significantly below 'the maximum -tax of
$214.50 which 'would be required under S. 1991, but the 'maximum per employee
tax under H.R. 15119 Is still fifty per cent above that required by existing law.

Neither S. 1991 or H.R. 15119 is needed. Both are expensive to employers.,
We respectfully request the Senate Finance Committee to recommend' to the
Senate that neither be enactd into lai.
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AMERICAN FEDERATION OF LABOR AND
CONGRESS OF INDUSTRIAL ORQAluzAxTIONs,

AGRKULTURAL WORKERS ORGANIZING COMMITTEE,
Stockton, Calif., July 15,1966.

Hon. RUSSELL B. LONG,
(hairtnan of the U.S. Senate Committee on Finance,
Wa8hington, D.O.

Mr. Chairman and members of your Committee, as Director of the Agriculture
Workers Organizing Committee, AFL-CIO, I urge you to support an amend-
ment to include farm workers under the Unemployment Insurance System.

Governor Brown on numerous occasions has asked the California State Legis-
lature to extend coverage to farm workers under the Unemployment Insurance
laws of the State of California. Unfortunately, the State Legislature has failed
to enact legislation incorporating the Governor's recommendations.

Many reasons are set forth by agribusiness and the commercial and industrial
interests in California why agribusiness should be excluded from coverage In
the Unemployment Insurance program. Primarily, however, two reasons are
given more often than others: the first Is that if agricultural labor is covered, it
would place the State's agricultural Industry in a disadvantageous, competitive
position with the agricultural industry in other states. The second reason given
is that the non-farming industries in California would have to hell underivrite
the program for the farming Industry, and they would thereby be placed In a dis-
advantageous, competitive position with the non-farming industries in other
state ..

We believe the inclusion of farm. labor.as. proposed by President Johnson in
HR 8282 would fully answer the competitive issue faced by California farmers.
And secondly, we believe the provision in the Prefsdent's proposal for federal
reimbursement of excessive benefits costs would lessen, if not totally wipe out, the
fear of non-agricultural employers that sharing the lost of insuring agribusiness
in California would result in a loss of business to competitors in other states.

No segment of the working force is more deprived. Farm labor is poorly paid
and as Secretary Wirtz found out, if he did not already know, poorly housed.

In spite of the fact 'that farm labor produces the food for the best fed nation
in the world, they are still economically the least secure in our nation's work
force.

Unemployment insurance as a system to protect the unemployed against
the disasters of unemployment, has proved Itself. Both political parties, the
Federal government and all State governments recognize that unemployment
insurance is here to stay. Because it has proved favorable in support of the
nation's economy, we ask that the thousands of farm workers be Included within
its scope. We urge it not only because farm workers, as a matter of right
merit the protection, but we believe as a counterpart business in the farming
communities especially, and the nation as a whole, would benefit from a more
stabilized purchasing power.

Therefore, Mr. Chairman, on behalf of our members and all who work on
farms, we urge, you to include farm labor. within the Unemployment Insurance
System.

Very truly yours,
C, AL GREtrN, Director.

ALABAMA LABOR CoUcIL. AFL-CIO,
Birmingham, Ala., July 15,1966.

Hon. RussL B. LONG,
Chairman, Committee oA Finance,
U.S. Senate, Washington, D.C.

DEAR SENATOR Loxo: We sincerely hope you and your committee will report out
and recommend a strong unemployment compensation bill along the lines of the
McCarthy bill, containing uniform federal standards for the amount of benefits
and length of benefits plus a maximum of 26 weeks of extended federal unem-
ployment compensation benefits.

The unemployed worker in Alabama is far worse off under the law than he was
28 years ago. In 1988 an unemployed worker could draw maximum benefits
up to 92% of the state's average weekly wage. But in 1965 an unemployed
worker drawing maximum benefits was entitled to only 42% of the state's average
weekly wage.
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Bad as the above picture Is, the real picture is worse-a large percentage of
workers are barred from any bcncfits because of unreasonable disqualifications
under the law, such as:

1. Employees of small firms are not covered under the law.
2. Unreasonably high qualifying amounts bar still more workers.
3. Total disqualification for voluntary quits. A worker who voluntarily

quits his Job to better himself at another Job and then gets laid off or dis-
charged before be has earned the high qualifying amount at the new Job is
totally disqualified.

4. A female Alabama worker who Is given an unusually long pregnancy
leave by her employer (many are arbitrarily given 6 months to a year, but
told to report back whenever they are able) is barred from any benefits for
the total duration of the leave if no Job is available, even though she is
ready, willing and able to work.

5. Average actual benefit paid in 1965 was only $25.73.
0. Benefits were exhausted for more than 30% of the workers, who then

drew nothing. For women, the rate was even higher.
7. More than 10% of unemployed covered workers in Alabama were dis-

qualified from any benefits because of unreasonable disqualifications written
into the law.

8. Those laid off workers who had earned vacation pay or severance pay
are barred from unemployment compensation benefits umtil this money
(earned by them) is exhausted.

9. Alabama's tax base is too low and unrealistic and has not been revised
in line with pay scales in this generation.

10. The tax rate is too low to support an adequate unemployment compen.
sation program.

11. Workers In only three states in the nation-Alabama, Alaska and New
Jersey-are themselves taxed to help support the program-yet Alabama
benefits to the Worker do not reflect this.

In view of the above brief highlights of Just a few of the glaring shortcomings
of the Alabama law-many of which are faced by workers in other states-I am
sure you can agree with us that the need for reform is imperative.

Won't you give us and Workers throughout this country the protection they are
entitled to when unemployed? We respectfully urge you and your committee
to give us a strong bill-provlding uniform standards and amounts,,plus extended
durations.

We also hope and request that you will have this statement printed in the
record of committee hearings.

Sincerely,
BARNEY WEEKS, President.

NORTH CAROLINA STATE AFL-CIO,
Raleigh, N.C., July 14,1966.

Hon. RUSSELL B. rANO,
chairman, Committee on Fi nances, U.S. Senate, Washington, D.C.

DEAR SrNATOR LoNe: I am writing you requesting that you do everything
possible to get your Committee to make a favorable report of Senate Bill 1091.

The reason I feel so strongly about this particular bill is because of my
experience with the North Carolina General Assembly each time we request an
Improvement in our Unemployment Compensation Law of North Carolina.

When this law was originally enacted in North Carolina, It called for the pay-
ment of unemployment insurance of approximately two-thirds of a worker's
weekly wage, however, since the original enactment of this law, not only has
the General Assembly of this state failed to improve it in accordance with the
increase In industrial wages of North Carolina, but they have on several occasions
enacted what we commonly call "crippling amendments".

To give you an example or two: When the law was originally enacted, a
worker was required to earn only $250 a year to draw unemployment insurance
providing he met the other qualifications of the act. In 1955 the General
Assembly doubled this amount which Is estimated denied something like 40,000
seasonal workers of this state unemployment insurance because they earned less
than $500 per year.

During the 1959 session of the General Assembly, they added $50 to this
amount with a stipulation that this $550 must be earned in two different quarters.
This again denied many people the right to draw unemployment insurance.
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The 1961 seilon of the (leperal Assembiy elnacted what we, call tile "la.r
disputes" amendment which speeffleally states that anyone unemployed due o a
labor dispute within the corporation for which they work will be ineligible for
unemployment insurance regardless of the state in which the dispute exists and
also regardless of the fact that they are not involved in thi. labor dispulte.
During the Eastern Air Lines pilot's strike in 1961 or 1962, it is my understanding
that North Carolina is the only state in which Eastern operates that denied the
employees of Eastern unemployment insurance, however, they did not draw it
In North Carolina because of the amendment enacted In 1961 although they tested
this In the courts.

The conservative General Assembly of North Carolina was not satisfied with
these crippling amendments or with their failure to keep the unemployment
insurance law abreast of the rising cost of living and during the 1965 session of
the General Assembly, they amended the law further crippling the act by stipu-
lating at least "20% of the $,550 base year earning must be earned In other than
the high quarter".

.Senator Long, I could continue with a great deal more of the inadequacies of
the North Carolina t7iemployment Compensation Act and why Senate Bill 1910i
should be enacted in Sentirety. However, I have given you some of he.m1a11
reasons as to why we need Senate Bill 1991 and will not burden you with a lot
of other statistics.

Let me close this letter by saying that in each effort to improve our state act
we are constantly told that "you tire better off than the surrounding states, why
don't you let well enough alone?" In simple language, th,- states are competing
with one another in their efforts to improve the act as little as possible.

Therefore, we say to you that Federal Minimum Standards are most necessary
if we hope to see the citizens of the individual states treated like human beings
instead of a commodity to bargqkxwwlth.

I sincerely hope and trust' you vill grant this request to use your greatest
influence in behalf of Senate Bill 1901.

With best personal wishes to you, I remain
Sincerely yours,

W. M. BARnm, Pres-9ent.

P.S. Senator Long I respectfully request that you have this printed In the
record of the Committee hearings.

MANUFACTURING CIunMISTs' ASSOCIATION, INC.,
Washioigton, D.C., July 15,19606.

ion. RussmxL B. LoNG,
Chairman, Committee on Finance,
U.S. Senate, Washfngton, D.C.

DEAR Mn. CHAIRMAN: The purse of this letter is to present the views of the
Manufacturing Chemists' Association (MCA) concerning proposed legishtt0loa
on Unemployment Compensation pending before your Committee. For your
information, MCA is a non-profit trade association with 192 U.S. member cont-
panies, large and small, which together account for more than 90% of the pro-
ductive capacity of the chemical industry in the United States.

We believe the present system of state-developed and state-administered
unemployment compensation programs should be continued. In our Judgment
Congress acted with great wisdom in leaving to each state the authority to de-
termine the amount of benefits, duration of benefits, and benefit eligibility and
disqualification. These are matters which, in our opinion, must be adjusted to
conditions within each state.

We have studied in detail 11.R. 15119, as passed by the House of Representa-
tives, and it is our considered opinion that it embodies Improvements In the
Federal law on Unemployment Compensation while preserving those fundamen-
tal principles we believe to be important.

As you are aware, H.R. 15119 replaced H.R. 8282 which Is similar to S. 1091
also pending before your committee. At the time H.R. 8282 wa-. being cont-
sidered, our Association and other interested groups raised a number ,f
objections to provisions in the bill which it Was felt would havo had tim
effect of "federalizing" the State unemployment coniemlsIatlon programs. Tle
IIouse Ways and Means Commnittee carefully considered all comments mt'-
clved Ineluding the advice and counsel In executive sessions of tile adnuiiistra-
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tor of state agencies on employment security, and arrived at the provisions em-
bodied in HI.R. 15119.

Although H.R. 15119 is not fully in accord with all of the recommendations
made by the Manufacturing Chemists' Association, we view It as constructive
legislation and in the public interest. We therefore urge that your Committee
consider prompt and favorable action on this bill which is the product of such
long and careful study.

We appreciate very much the opportunity of bringing these views to the at-
tention of the Senate Finance Committee and respectfully request that this
letter be made part of the record of the hearings on this legislation.

Sincerely yours,
M. F. CRAss, Jr.

INTERNATIONAL ASSOCIATION OF MACIIINISTS,
lVashiulttost, D.C., July 15, 1966.

lion. IUSSELL B. LONG,
Chle irmati, Committee on Finance,
U.. State, Washington, D.C.

DEAR SENATOR LONG: On behalf of the membership of the International Associ-
ation of Machinists and Aerospace Workers, AFIL-Cio, please accept this state-
ment for the record of your hearings in support of S. 1991, the long-overdue
amendments to up-date and correct inequities in unemployment conipengation.

Uniform Federal standards in both the weekly benefits and duration of bene-
fits are sorely needed, particularly because of today's high cost of living and
rapid automation which causes sporadic unemployment.

With best wishes, I remain
Sincerely yours, P. L. SmaMuLajum,

International Presidetit.

Trn DETROIT EDISON Co.,
Detroit, Mich., July 18, 1966.

Re H.R. 15119, Unemployment Insurance Amendments of 1966.
lion. Russnor, B. LONo,
Chairman, Committee on Finance,
U.S. Senate, lVashington, D.C.

DEAR Ma. CIIAIRMAN: On behalf of The Detroit Edison Compapy I submit
herein, in lieu of personal appearance, a statement for the record in support of
11.11. 15119. An additional 50 copies are enclosed for distribution to Committee
members, staff, and other interested persons.

Our Company is a regulated public utility engaged primarily in the generation.
transmission, distribution, and sale of electrical energy in the highly-indus-
trialized Detroit and Southeastern Michigan area; it has about 9,800 employes
and serves approximately 1.4 million customers in a service area containing nearly
4 million people. Since its earliest days the Comlny has conscientiously
attempted to provide a high degree of stability of employment for its workers.
As a result, our employment experience has been very favorable, and layoffs
have been the exception rather than the rule.

We support the enactment of II.R. 15119 in Its present form because we believe
tlat this Bill, as passed by the House, accomplishes reforms in a manner which
generally is consistent with the basic philosophy and objectives of the unem-
ployment compensation system as a whole. Any changes in present law should
be mado under concept. which are fundamental to the social purposes which such
a system Is to serve. These concepts include continuation of insurance principles
in establishing amounts of employer contributions and employee benefits, the
preservation of State administration and control in areas of unemployment
compensation which are essentially and properly State responsibilities, and the
maintaining of proper incentives f,,r employers and employes so that funds cam-
trilbutl to unemployment plans will be conserved for the vast majority of workers
whose needs are genuine.

The extended benefit provisions of lI.R. 15119 are much more realistic than
those originally proposed in II.R. 8282. Since the maximum 13 weeks of addi-
tional benefits would be paid only during recession periods, it represents pro-
tection to workers during periods of unemployment which may be largely un-
controllable by their employers because of general economic conditions. The
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philosophy of this Section of the Bill i cppsistent with previous action taken
by the Congress in 1958 and again in 1901 during periods of wldepsreadl unein.
ployment. ; The shaking of costs of the, plan bet een Federnl and StAte, funds
is in line with the partnership status of the two levels of Goverigneut in the usj.
employment compensatlog system as it now exists. It witi conserve employers'
contributions for periods of genuine need, In c qntrasttp .HLU. 8282, which would
have allowed extended benefits to workers regardless of general level of blusiess
activity.

. I.R. 15119 does not attempt to Impose the Federal benefit standards which
were proposed iu H.. 8282. The establishing of benefit standards Is a matter
which is particularly appropriate to State regulation. The Legislature. of the
several States are better informed as to local conditions and needs and best
situated to Introduce improvements and. innovations in this area. This is
especially so in Michigan, where benefits were increased about 20% last year and
whose benefit schedule includes the fandly allotment concept. To institute
rigid Federal controls over benefit standards would damage seriously the present
flexible and responsive powers of the States to deal with local problems.

We particularly support Part C of Title I of H.R. 15119, which provides for
judicial review of the findings of the Secretary of Labor In conhectln with his
review :of State laws or administration of State unemployment insurance plans.
It is essential to principles of Justice and fair play that the States be given
an opportunity to contest any adverse determinations made by the Secretary as to
actions which have been undertaken in good faith by the States. Present law
provides no means of appeal from such unilateral adverse decisions, and reform
In this area has been long overdue. .... ...

Of special interest to our Company is a change which is not included in H.R.
15119 but which was proposed in H.R. 8282 and in the latter Bill's 'Senate
counterpart, S. 1991. Section 208 of H.R. 8282 would amend Section 3808(a) (1)
of the Internal Revenue Code to the effect that State experience rating require-
ments would be made permissive rather than mandatory as under present law.
The Company was concerned with this'proposal to the extent that a formal state-
ment expressing our opposition to the amendment was filed with the Committee
on Ways nd 'Mean of the House of Representatives in August 1965 while its
public hearings on H.R. 8282 were Inprogress. We enclose a copy:Of that state-
ment with this letter and hereby incorporate it by reference, We remain unalter-
ably opposed to any amendment which would modify or eliminate employer
experience rating In the determination of rates of contribution to State plans.
As demonstrated, In the accompanying statement, elimination, of experience
rating would intensify the inequities presently existing between stable emtloyers
and those ig other industries: it would destroy an impotaut incentive to stabilize
employment, and it would abrogate the insurance principle which has been a
fundamental concept of the unemployment compensation system for 30 years.

,In conclusion, we believe that H.R. 15119 accomplishes necessary and desirable
changes In the unemployment compensation system In a manner which is con-
sistent with the fundamental concepts and objectives of the system as originally
established. It is a realistic approach to needed reforms, and represents a proper
balancing of the equities as between worker and employer. We therefore re-
speptfully urge that their bill be enacted In its present form.

DoNAlD F. KxoAu, President.

TH~JE PSTT EUDJO CO.
Detroit, Mich., August 10,965.

Re: H.R. 8282, Employment Security Amendments of 1965.
The Honorable Wiumsr D. MILLs,
Chairman. 7ommi,'toe on Ways and Mea,
House of Representatihes, Washington, D.C.

Dr.AR Mn. MLtLs: I hereby submit on behalf of the Detroit Edison Company
three copies of the f'low-lng statement In opposition to H.R. 8282. An additional
60 copies are enclos d for distribution to Committee members, staff, etc.

The Company is a regulated public utility primarily engaged in the generation
and sale of electrical energy In the highly-industrialized Detroit and Southeast-
ern Michigan area; it has about 9.500 employes and serves approximately 1,366,-

A000 customers In a service area containing nearly 4 million people. The Company
has provided a high level of continuity of employment foritS workers, and lay-
offs are the exception rather than the rule.
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This statement is limited to Section 208 of the Bill, which would amend Section
8803(a) (1) of -the Internal Revenue Codt -to read as follows:
!', "a reduced rate of contributions is permitted to a pooled lund ;"
. The proposed amendment would have the effect of making State experience rat-
Ing plans permissiv6 rather than mandatory as under present law. The
amendment should not be enacted because:

1. Ellminatioli of experience rating requirements is contrary to the phlilos-
ophy and objectives of original unemployment compensation legislation. , ,

2. Elimination of experience rating requirements results In an inequitable
apportionment of aggregate unemployment costs among employer^ xegardles
-, of individual unemployment experience.

CONTRADICTION OF ORIGINAL PHILOSOPHY AND OBJECTIVES

When Federal unemployment compensation legislation was under consideration
during the mld.1930's, the Insurance concept of such a program was established
as a fundanlental principle. A fund was to be established from the contributions
oft employers In each State, to be used for the payment of benefits to unemployed
persons, ,which would provide at least some protection against the economic im-
pact resulting from loss of employment. Under principles analogous to those
psed in workmexis compensation insurance, Federal law.was constructed so that
no employer could get the benefit of the additional credit against the Federal un-
e*ployment tax under present. Section 3802(b) IRC unless his State law provided
for reduced rates of contribution solely on the basis of experience with respect to
unemployment, as under present Section 3303 (a) (1).

Accordingly, employers are classified under State law according to unemploy-
ment risk. If an employer has favorable unemployment experience, he will re-
elve the benefit of a reduced rate of contribution. le is given an incentive to

maintain stable employment. He is encouraged to prevent layoffs whenever
possible and to shorten the period of layoffs which cannot be avoided. If a longer

range contraction In his working force is Indicated, an employer who acom-
fla',es the reduction through normal attrition rather than immediate layoff will
receive the benefit of a, continuing favorable experience rating.

The proposed amendment to Section 3303(a) (1) would allow employers the
additional credit against the Federal unemployment tax without the requirement
that reduced rates of contribution to State funds be dependent upon favorable
unemployment experience. It would enable the various States to adopt a method
of employer contributions which could be based on a fiat rate reflecting the un-
employment experience of all employers in the State. The favorable employ-
ment experience of individual employers would no longer be recognized, since
all unemployment risks would be combined In one rate. The employer who
maintains stability of employment would no longer have the incentive of a
reduced rate of contribution.

The variation in unemployment risk among typical Michigan industry groups
4 shown In the following table, summarized from data of the Michigan Employ-
ment Security Commission:

Percent of benefits charged to taxable wages for
experience year ended Yune 0-

Industry group ........

1982 190 1964 1985

wstructon.. ......................-------------------- .79 9.04 19 4.1
fibricated pietaj products ............................. 6.32 2.96 -2.05 1.81
mrsportt!on euipment ...........-................. .60 2.25 1.08 .87
od and kindred products ............................ 2.56 134 2.16 1.5

iheinoal processing ..........................- --------- 1.17 .87 - 64 .48
e-rio and gas u t .,..-........ .................. . 18 .19 16 .0

It Is thus apparent that even in years of good economic conditions (such ab
1984) there Ynre very substantial variations in unemployment experience
imog Ithe vfArlous industrial classifications. To pernt the combining of such
rldelyvaryn risks in one overall rate of contribution would be a total departur e
*ml tho tasurance concept: The principle of experience rating Is essential for
q tserr on of funds established for unemployment purposes, for effective ad-
i, istratlon of State unemployment laws, and for the continuance of Incentives to

4ployers to maintaIn stable employment:
05-992-66-----46
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An important corollaryof the insurance principle Is the concept that uneni.
ployment costs should be properly allocated to Industries or. employers in relation
to their risk experience, The inherent characteristics of certain industries are
such that,'of necessity, employment therein will contain a ,certain element of
Instability: for example, the construction trades, producers.:of capital ,goo,
and seasonal employers. In the long run, the product pricing of such industries
should reflect the unemployment risk attributable to their operations, resulting

-in a proper allocation of economic cost. , Under experience rating methods, flue.
tuating employment is recognized by assigning higher rates of contribution to
high-risk employers. These higher contributions become part of the cost of
product and should be so included Just as any other elements of cost which are
specifically assignable to a given industry's operations, 4 . I"

Particularly In the case of a regulated public utility, there Is a close relationship
between operating costs and the prices charged to consumers. : There is no logica
justification for requiring utility customers to pay more for electrical. Anergy
,because of the unemployment benefit costs of high-risk employers. Adoption
of a statewide flat rate method could lead to such a result since, as shown by the
preceding data, utility unemployment experience is 'substantially better than
,average experience in the State. As will be demonstrated in the folloWing sec-
tion, the Company has, even under an experience rating method, Inade substantial
contributions to the general solvency of the Michigan unemployment, fund. It is
difficult to justify a further subsidy to other Industries, be It for unemployment
'contributions or any other element of economic cost which enters into 'product
pricing.

INEQUITABLt APPORTIONMENT or UfNEMPLOYMENT OSTS

Even under the experience rating provisions of the Michigan Act, Detroit
Edison has contributed amounts which are far In excess of benefits charged
to its rating account. From the inception of the State plan In 1936 to Decem-
ber 31, 1964, the Company has made contributions of $8,921,009, while benefits
received by our employes have amounted to only $1,182,395. As a result, 87% of
our contributions have been utilized for the benefit of employes of others. The
disparity has Increased to 92% for the 5-year period ended on December 31, 1964,
as shown by the following table:

,Contributions Excess ofotibtos Benefits cohtribu.'
Year charged tions over

lte Amount bnefite(perceh t)

1960- ----------------------------------------- 1.0 S308.684 33,32 273
1961 ------- -------------------------------- 1.0 302.430 54,222 248a25
1962 ' 1.0 293,319 16,880 7,459

1963.. ------------------------------------ .0 3817 0,6 37,1.O 348,107 10 5 37. 551
1964 .---------------------------------------- '.8 207,645 8,302 19934

------ ------ ------ ------ ------ I --. --------- .1,4% 187 123,267 1,338,

Source': Experience 'rating reports of the Detroit Edison Co. as computed by Michigan Employment
Security Commission.

The Company's present contributions at the rate of 0.6% are being paid en-
tirely Into the State general solvency account; none of the contributions are
being credited to our individual rating account. In addition, the Company has
made substantial contributions to the financing of emergency unemployment bene
fits through the additions to the Federal unemployment tax rate paid by all
Michigan employers in connection with Reid Bill and TUC advances.

If Michigan were to discontinue experience rating methods and instead adopt
a statewide flat rate method, the Inequity would become even more severe. W'
estimate that, over a period of years, the average statewide rate would be about
3% ion a base of $3,600 taxable wages. (The estimate Is based on the ratio of
actual Michigan benefits to a ,600 taxable wage base during the 7-year period
1958-64, adjusted to recognize a 20% increase in benefits recently enacted:)/
3% stat~wlde rate would increase our pxesent rateo %0.6% by t00% and our an-
hual contributions fVom the present '$210,000 to $1,050,000. The latter amount
is'37',time; the average annual benefits received by our employes over the 144
Z Years. nally, assuming 'continuation 'of our favorable unemployment expel-
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ence, all of our contributions would be used to subsidize the layoff costs of othek
employers. Such discrimination should not be encouraged by the Congress.

Detroit Edison has 'diligently worked to increase the efficiency'of ,it opera-
tions. Because of the Company's success in reducing costs, rates charged cond-
sumers have not been increased since 1948; rather, rates have been reduced three
times since 1959, with the most recent reduction becoming effective eatly in 1965.

We have conscientiously attempted to minimize the impact of job reductfon
arising from increased efficiency of operations.' We have followed the 'express
policy that employment continuity be maintained by retaining affected employes
through:

1. Permanent placement in another job of the same grade,
2. Temporary placement without reduction in pay in a lower level job

pending permanent placement elsewhere in the Company, or
3. Providing training opportunities in order to qualify for other work

at the same level.
As a result, most displaced employes have been placed in other jobs made ivail-

able by normal attrition. The highly favorable unemployment experience, aS
shown by previous data, bears witness to the success of our efforts in this area,
and we have had the benefit of reduced rate of contributions to the Michigan
unemployment fund. Elimination of experience rating would In turn eliminate
the incentive given to encourage employers to maintan stability of employment
and would result in all employers sharing the unemployment costs of those who
feel no obligation to their workers.

CONCLUSION

If our national policy is now to be misdirected against experience grting and in
favor of some flat rate method, it will result in abrogation of 'the insurance Von-
cept, which has been a fundamental principle of unemployment compensatlo;sfo
30 years. The product prices of stable employers w)lI be increase! tO include the
unemployment' costs of others. Elimination of experience rating will intensify
the inequities presently existing between stable employers and these 4' their
industries, and will result in loss of an important incentive to 'mainltI con-
tinuity of employment.' It is respectfully urged that experience iati~g methdl
be continued as a" requirement for the granting of reduced rates of cntribttions
to State plans and that Section 208 of the Bill proposing to amend'SectiQn 3303
(a) (1) of the Internal Revenue Code be deleted.

DON.ALD F. Kma, Frwidont,

SUMMARY OF COMMENTS AND REOOMMENDATIONS OF TUE DnEImoiv EDISON COMiAt*t
RE H.R' 15119, UNEMPLOYMENT INsURANCE AENDMX OF 19r l "

(Submitted in connection with written statement transmitted to the Com-
mittee on Finance of the United States Senate under 'date of July 18, 1966 in lieu
of personal appearance.) 1 1 :

The Company supports enactment of H.R. 15119 without further amendment
because this Bill in its present form accomplishes reforms in a manner generall*
consistent with the basic philosophy and objectives of the unemployment com-
pensation system as a whole. This legislation will continue the fundamental
concepts of use of insurance principles in establishing amounts of' employed
contributions and employee benefits, the preservation of State diserdtioi in areas
which are essentially and properly State responsibilities, and the 'maintaining
of proper Incentives for employers and employes so that funds contributed under
unemployment plans will be conserved for the vast majority of workers whose
needs are genuine. ,
The extended benefit provisions of H.R. 15119 are much more realistic than

those proposed in H.R. 8282. Since the extended benefits would be paid during
recession periods only, the philosophy of this Section of the Bill is consistent
with action taken by the Congress in 1958 and '1961 during periods of widespread
unemployment. The sharing of costs and administration of the plan between
Federal and State levels of Government is in line with the present partnership
status existing in the unemployment compensation system.
H.R. 15119 properly does not attempt to impose Federal benefit'standards.

The establishing of benefit standards is a matter which is particularly appro-
Priate' tO' State action, since the Legislatures of the several States are better
informed as to local conditions and needs and best situated to introduce improve
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ments and innovations. Federal control of benefit standards would eliminate
the flexible and responsive powers of the States to deal With local problems.

.The Company particularly supports Part C of Title I of tile Bill, which provides
for judicial review of the findings of the Secretary of Labor when reviewing
StateJ aVs or administration of State unemployment compensation plans. Justice
and fair play require that the "States be given an opportunity to contest any
adverse determinations as to actions which have beei undertaken in good faith.
Reform in this area has been lQng overdue.
Of special Inteaist to tho, Company is an anmcndmeit to the Internal Revenue

(ode which was hicluded 'n H.R. 8282 (ai iLs S,,iate counterpart, S. 1 l1),
but which is not proposed n H.R. 15119. This amendment would have had ,he
effect of making State exp erience ralirg requ'riments permissive raLlier than
mandatory as under present law -when dete:nining rates of contribution to
State unemployment plans. We remain u- lt,.rably opposed to any such amend-
ment. Elimination of experience rating woi:td intensify the inequities presently
existing between stable employers and thoso in other industries; it would destroy
an important incentive to stabilize employment; and it would abrogate the
insurance principle which has Oeen a fundamental concept of the unemployment
compensation system for 30 years.

INTERNATIONAL BROTHERHOOD OF BOILER"AAKERS,
IRON SHIP BUILDERS,

BLACKSMITHs, Fo~acEus & HELPERS,

Kansas City, Kan., July 19,1966.
Hon. RUSSELL B. LONG,
Chairman, Committee on Finance,
11S. Senate, Washington, D.C.

DAR- SENxoR LoNo: As President of the International Brotherhood of Boiler-
makers, Iron Shipbuilders, Blacksmiths, Forgers & Helpers, AFL-CIO, repre-
senting 135,000 members, I wish to advise our organization and our members
endorse and fully support the unemployment compensation reform as set forth
in McCarthy Bill, S. 1991. The need is long overdue for a proper adjustment
to correct the nequities in the unemployment Insurance system and to update and
equalize the entire unemployment, program, commensurate with present day
economic conditions.

There are few that recognize or realize the inequities and inadequate coverage
of our unemployment system as do the many members of this International
Brotherhood who are employed in the construction industry, where the very
nature of following the work of our trade requires they be mobile and transitory.
They will be employed anywhere from three months to a year or a. year and a half
on large heavy construction projects such as oil refineries, large power plants,
dams, chemical plants, etc. When the Job is finished, they of necessity have to
move to other parts of the country where other Jobs of this nature are starting.
Many times there are periods of unemployment between Jobs, which certainly
gives them first hand knowledge of the unfairness of the unem!nloyment benefits
presently existent in the states of this nation and that the reform, as proposed in
S. 1991, is long overdue and would be of extreme benefit to them.

As their representative, I urge the speedy enactment of this bill and I request
this statement be printed in the record of the Committee hearings.

Thanking you in advance for the serious consideration I know you will give
this matter, I am,

Very truly yours,
RUSSELL K. Bnw,

International President.

UNTrrED SLATE, TILE & COMPosITIoN ROOFERS,
DAMP & WATERPROOF WoRKFns' ASSOCIATION,

Washington, D.C., July 19,1966.
Hon. RUSSELL B. LONG,
Chairman, Committee on Finance,
U.S. Senate,
Waohington, D.0

DEAR SENATOt LONo: As International President of the United Slate, Tile &
Composition Roofers, Damp & Waterproof Workers' Association, and on behalf



UNEMPLOYMENT INSURANCE AMENDMEIS OF 1966 697

of the Officers and members of this International' Unton, I urge pVassage of8. 1991.

This Organization stresses the need for uniform federal standards for the
amount of weekly benefits and for the duration of weekly benefits plus a mini-
mum of 26 weeks of extended federal Unemployment Compensation benefits.
We urge your isuppit az t-h would be of great benefit to our members all over
the United States.

Please print this letter in the record of Committee hearings.
With best wishes, I am

Sincerely yours,
C ARLEs D. AQuADRO,Thternaltonal Prsadt.

CDA/adh

AMERICAN 'NEWPAPER GWItD,
Washington, D.C., iuly 19,1966.

lion. RuSSELL B. LONe,
Ch airm (n, Comm ittee on Finance,
U.S. Senate,
Washington, D.0.

DEAR CHAIRMAN LONG: We should like to take- this opportunity to inform
the Committee of our endorsement of unemployment compensation ieforni. as
sot forth in the McCarthy bill (S. 1991) presently 'before the Committeo-for
hearings.

Higher and more uniform benefits for those unfortunate enough to* be without
a Job are long overdue. And since the unemployment compensation system
was created by the taxing power of the Congress, not the individual states,
when it passed the Social' Security Act of 1935, why should' there' not be a
uniform, federally established basis for these benefits? Both for the amount
and duration.

We also should 'like to endorse a minimum provision for 26 weeks of extended
federal benefits. This would be especially helpful to those whose jobs disappear
thi'ough automation, plant transfer or merger.

And when we speak of'the difficulties of workers experienced, through mergers,
we speak from 'solidly based experience, representing; as We do, Workers' in
what must be the. most, merger-prone industry in the nation in recentyears.

The broader coverage" proposed--approximately 5 million Workers, includ-
lag some farm workers--is also endorsed, as is the, establishment of uniform
disqualification penalties and modernized financing. We find it shocking that
the taxable wage ,base has not been raised since 1939.

We are attaching a copy of a resolution supporting the McCarthy bill which
will be taken up by the delegates to our 1966 International Oonventien here
In Washington 'July 25-29, and request that our letter and the coly of 'the
resolution be entered In the record of the Finance Committee's hh4rings on
8.1991. " '

Sincerely yours,
CHIARLES A. PERLIK, Jr.,

,Seoretarj4-Trea8urer.

UNEMPLOYMENT COMPENSATION REFORM (. 1991)

Whereas:
1. The U.S. Senate has before it a bill calling for the reform and improve-

ment of unemployment compensation across the nation (S. 1991), and,
2. The present procedures under which the states individually 'establish

criteria for coverage, benefits and eligibility for Unemployment compensa.-
tion within their Individual borders has resulted In a hodge-podge with
the maximum weekly benefit in every state being 'smaller relative to wages
than it was in 1939, and,

3. One of the most basic provisions of the bill is the establishment of more
realistic and uniform weekly benefits, in both amount and duration, and

4. Another of the most vital provisions of the bill calls for 20 weeks of
compensation from a special federal fund for workers with records of firm
attachment to the work force who are unable to gain employment during the
period of state benefits, and,



. T he bl 1 would further provide some measure of uniform disqualifica.
.bt n enalties, and,

6. The bill proposes to revise the federally established procedures for
financing State unemployment compensation funds, including upward ro.
vision of the taxable wage base, which base has not been changed since
1939, and,

7. The bill would bring an additional five million workers, including for
the first time some farm workers, under unemployment compensation;

Therefore, be it resolved that the 1966 convention of the American Newspaper
Guild, AFL-CIO, CLC, urges and calls upon:

o.  TC rignce Committee of the U.S. Senate to resist any and all efforts
to, weaeu the unemployment compensation reforms embodied in S. 1991
and t6 favor/tbly report the bill to the Senate without delay, and,

2. The U.S. Senate to vote favorably upon the bill immediately' upon its
receipt from the Finance Committee, and,

S. Guild locals and members in the United States to inform their senators
of 'their endorsement of the reforms embodied in S. 1991.

MASSACHUSETTS STATE LABOR COUNCIL, AFL-CIO,
Boston, Mass., July 20, 1966.

Re unemployment compensation.
Hon. RussEirL B. LONG,
Chairman, (Jommtttee on Finance,
U.S. ~eiwte, WaeMngton, D.Q.

DF.&s SENATOR LONG : On behalf of the Massachusetts State Labor Council,
AFLCIO, wo wish to advise you of our support of reform in the unemployment
compensation laws along the lines of the McCarthy bill, S. 1991.
. For your information, here in Massachusetts for the week ending July 9,

1966, the unemployment compensation total claim load was 56,450 representing
an increase of almost 10,000 over the preceding week. There were 39,105 con-
tinued claims with 17,345 Initial claims.

At the same time in Massachusetts there are many groups which are not
covered by the unemployment compensation law including workers in non-profit
institutions such as hospitals, foundations, and universities, as well as employees
of large farms ...
: In addition, altltough the average weekly wage in Massachusetts in industry
Is approximately $100., the maximum weekly unemployment compensation bene-
fit is only $50 which is considerably less than the two-thirds concept to which
the federal bill gradually raises the maximum benefits. Furthermore, many
workers in Massachusetts especially among the unskilled have run out of bene-
lits, are, wi-tout necessary funds and are not covered for long term unemploy-
mept, which would be.covered by the proposed McCarthy bill; some of these
workers have been displaced from their Jobs by automation and plant transfers
especially in the textile industry and have exhausted their unemployment com-
pensation benefits under the state law.

Our experience rating formula in Massachusetts competes with the experience
rating methods of other states and helps to undermine the financial base of the
unemployment insurance system as a result of state competition for industry.
The declining reserves from Insufficient financing in many states is only adding
to the pressure to keep unemployment compensation benefits at lower levels not
only in other states but indirectly here in Massachusetts due to competition.

In brief, we strongly support federal standards along the lines of the McCarthy
Bill, S. 1991 to help eliminate limitations in the present program such as coverage,
benefits, and eligibility. Only by such basic reforms as found in this bill can we
put jobless benefits again into the forefront as our first line of defense against
current unemployment and future recession. We urge you and your Committee
to give favorable approval to the unemployment reform bill along the lines of the
McCarthy Bill, S. 1991.

Sincerely yours,
JUus P. LouHGLiN,

Heoreta .-Treaswrer.
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MARYLAND STATE AND D.C. AFL-CIO,
Baltimore, Md., July 20, 1966.

enator RUSSELL B. LONG,
-,hairman, Committee on Finance,
7.9. Senate, Washington, D.C.

DEAR SENATOR 'LONG: The Maryland State and D.C., AFL-CIO strongly sup-
orts H.R. 8282-the Unemployment Insurance Bill. now before your committee.
Unless you have been on the unemployment rolls or have worked closely with

hose who are unemployed, you cannot really understand the problems of the peo-
Ale who, for one reason or another, through no fault of their own, find themselves
among the unemployed.
The disqualifications and obstacles that are thrown in the way of the unem-

)loyed person only creates that many more hardships for the individual and his
family to endure.

We believe that the bill before your committee will do a great deal toward elimi-
nating many of these problems by-

standardizing the disqualifications
establishing uniform Federal standards for the unemployment benefit

structure
establishing a minimum of twenty-six weeks of extended Federal unem-

ployment compensation benefits
There are other features in the bill which are just as important as those enum-

erated above. However, we believe that we must recognize the problems facing
the person, 45 to 60 years of age, who has been displaced by automation or tech-
nological developments- -dlsplaced by a piece of machinery and unable to get a
job because of age or lack of skills.

We urge you and your committee to act favorably on H.R. 8282 and to fight
for its passage in Congress so that those who are unemployed can get a little
better break out of life.

We would like to have this letter printed in the record of the committee hear-
ings.

Cordially yours,
CHARLES A. DELLA, President.

ANoHoRAGE, ALASKA, July 20,1966.
senator RUSSELL B. LONG,

Chairman, Committee on Finance,
U,S. Senate, Washington, D.C.:

Alaska State Federation of Labor AFL-CIO urges U.S. Senate beef up House
Unemployment Compensation Act by adoption of McCarthy bill S. 1991. Uniform
Federal standards weekly benefit amounts. Duration plus minimum of 26 weeks
extended Federal unemployment compensation benefits badly needed as the best
bulwark against business recession or undermining of living standards con-
ceived In original principle of Job insurance. Minimum Federal standards Na-
.:ion's Unemployment system should be No. 1 goal of Congress to stabilize economy
in preparation for attainment of world peace and indication to world neighbors
our concern for little people. State legislatures reluctant to improve standards
because they believe standards should be set by Congress, Please insert in com-
witteereord.

'HENRY HEDBERO,
Legislative Representative, Alaska State Federation Labor, AFL-CIO.

COLGRADO SPRINGS, CoLO., July 21,1966.
Hon. RUSSEL B. LONG,
Chairman, Committee on Finance,
U.S. Senate, Washington, D.C.:

The democratic concept of concern and protection for the American worker
and his, family has been manifested by the International Typographical Union
throughout its 114-year history. Never as today has our Nation in this transi-
tional period of automation and movement of industry been confronted with so
serious a task of shoring up its responsibility toward the welfare of the Americanfamily.
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It is in this vein that the protection of the worker and his family necessitate
reforms which h would require minimum Federal standards in the Nation's, unem.
ployment compensation system.

The International Typographical Union endorses Senate bill 1991 as filling
this need and respectfully requests the committee's consideration and concur.
rence with the provisions thereof and further respectfully. requests that this
statement be printed in the record of committee hearings.

ELMER BROWN,
President, International Typographical Union.

Los ANGELES, CALIF., Jtly 20,1966.
Ron. RussELL B. LONG,
Chairman, Senate Committee on Finance,
Senate Office Building, Washington, D.C.:

The Los Angeles County Federation of Labor urges you and your committee
to support the McCarthy bill S. 1991.

It is our opinion that this legislation is seriously needed to bolster the economy
and to stabilize the unemployment compensation program nationally, thereby
extending vitally needed support , to persons who are unemployed through no
reason of their own.

W. J. BAssErr,
Secretary Los Angeles County Federation of Laor, AFL-CIO.

INTERNATIONAL MOLDERS AND ALLIED WORKERS UNIox;'
Cincinnati, Ohio, July 19, 1966.

Hon. RUSSELL B. LONG,
Chairman. Committee on Finance,
U.S. Senate, Washington, D.C.

DEAR SENATOR LONG: I am writing to you in behalf of the International Mold-
ers' and Allied Workers' Union to express our concern regarding unemployment
compensation reform. I . : .. I

The inadequacies of our present system of unemployment cowmpensation are
most glaringly visible, and exist, because of a lack of 1 piform federal standards.
In order to protect workers-irregardless of the particular state they might live
in-benefits must be standardized throughout all of our fifty states. These,
benefits should vary as the average weekly wages vary in the different states
but benefits should meet federal standards relating benefits to wage levels.
Thus the unemployment compensation an unemployed worker, in Ohio would
receive would be relatively (referenced to wage levels) equal to the unemploy-
ment compensation available to workers in Texas or any other state in the union.

The McCarthy ,bill, S. 1991, which warrants our'support erases the above defit
ciency. The McCarthy bill succeeds in avoiding any distortion of a, states' 6con,
omy because it relates maximum benefits to the average 'wage levels in 'each
state. The effect of the McCarthy bill would be to insure that the niajority of
the workers covered would receive benefits amounting to one-half of their: 'earn-
ings when unemployed. It is thereby consistent with the aim of unemployment
compensation-which is to replace the loss of income. I I I

With the onrushing advent of automation many workers find themselves un-
employed for months after they have exhausted their state benefits. The Mc-
Carthy bill goes a step in the right direction by providing federal benefits for 26
weeks after state benefits have been exhausted. Of course this only applies
to workers who have a definite attachment to the labor force. B3ut it do,
acknowledge the general responsibility of society to combat long-term unemploy-
ment by providing the extended benefits. Training, especially for the hard-core
unemployed, should not result in a decrease of withdrawal of benefits. No one
should be penalized when attempting to once again become a productive member
of our society, and therefore no penalty should be invoked because one is tech-
hically "not available for work". The President's" Commission on Tcchnology,
Automation and Economic Progress reported that, "In' the long run, unemploy-,
ment insurance funds would probably be saved by offering a monetary incentive
(over and above unemployment insurance benefits) for training to 'be at least
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equal to the added clothing, meals, transportation and tuition costs involved",
and we agree.

The price of meeting' the additional costs are met, under the McCarthy bill, by
modernizing unemployment insurance financing. The present financing, literally
born in tbi depression, does not meet the needs of our society. The federal
government's responsibility is met when it matches, from general revenue, the
funds raised by the small-15/100ths of 1 per cent-increase in the tax rate.

It is the hope of the International Molders' and Allied Workers' Union that the
Senate Finance Committee will report out a bill, along the lines of the McCarthy
bill, which will bring unemployment compensation into the 1960's where it can
complement programs of the Great Society.

We respectfully request that this letter be made a part of the record of the
Senate Finance Committee hearings.

Sincerely,
WM. A. LAZzERINI, President.

STATEMENT OF THE TEXTILE WORKERS UNION OF AMERICA, AFL-CIO, SUBMITTED
By WILLIAM POLLOCK, GENERAL PRESIDENT, IN SUPPORT OF EMPLOYMENT SECU-
RITy AMENDMENTS OF 1965 (S. 1991)

SUMMARY OF COMMENTS AND RECOMMENDATIONS

Existing provisions for protecting workers against the hazards of unemploy-
ment are inadequate and inequitable. The workers in states which have the
most need of higher benefits actually reecive the least protection. Their weekly
benefits are far, too low to meet their needs. The duration of their benefits is so
limited that more than a million workers exhaust their benefits each year and
are compelled to rely on the charity of friends and families or public relief. The
reserves of states suffering from heavy unemployment are depleted.

Federal action is imperative. The unemployment insurance system must be
restored to its original purpose-to provide American workers with benefits ade-
quate to preserve their dignity and self-respect during periods of unemployment.
A federal system of grants-in-aid must be applied to give reality to the principle
of insuring the risks of unemployment.

Long-term adjustment benefits are essential to meet the needs of workers who
are unable to find a job within the limited periods provided by state laws. Tex-
tile workers are in particular need of this program because of the difficulties
they encounter when mills in one-industry towns are liquidated or curtailed.

DETAILED STATEMENT

The proposed Employment Security Amendments of 1965 (S. 1991) represents
a significant forward step in making our unemployment insurance system respon-
sive to the needs of the times.

Federal action to establish minimum standards for the amount of unemploy-
ment benefits and to provide long-term adjustment benefits with sound financing
of the entire program is vital to modernize the laws, to equalize competition,
and to meet the nature of the new unemployment problems generated by our
economy in this age of automation.

The unemployment problem in the textile industry has been of such a grave
nature that the shortcomings of the present state 'tandards and the difficulties
of securing improvements are most sharply projected among the workers asso-
ciated with this industry and in the area where textile workers reside and work.
The long-term trend of contraction in the textile industry, the displacement
of hundreds of thousands of workers and the continued distress in textile areas
in the New England, Middle Atlantic and Southern states have all conspired to
make the present provisions inadequate. The benefits are too low to meet the
original intent of the law and to keep up with the rising costs of living and wage
standards in the United States. The duration of th6 benefits is too short to
meet the needs of people faced with long term unemployment. Tie present laws
make no provision for applying the insurance principle outside of the individual
state. By breaking up the program into separate state funds, the sharing of
risks is effected within but not among the states. It is vital therefore that in-
surance be applied on a national basis. -

The failure of the repeated efforts by the federal government to secure ade-
quate general improvements in the provisions for unemployment insurance by
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the states indicates that rellauce upon voluntary appeals is futile. They
have been made repeatedly in the past decade but no state, except Hawaii, has
yet come close to the recommended standards. Gains in the form of higher
payments and longer benefits have often been offset by more rigid qualification
requirements and severely restrictive maximum benefits.

Severity of unemployment in textile communities
The problems of the textile worker are due to the serious contraction of the

Industry over the past 15 years and the disappearance of hundreds of thousands
of jobs. Productivity has been increasing at the rate of four to five percent
a year. Intense competition has forced many mills to close and thousands of
workers have been permanently displaced. No part of the country has been
spared.

During the fifties the textile industry suffered from a series of reverses which
caused employment to decline sharply. A Senate Special Subcommittee under
the chairmanship of John A. Pastore reported in 1959 that the industry had
"failed to share In the postwar growth which ha's occurred in our economy since
1947." It most succinctly summarized the problem In the following paragraph
of its report:

"Production has declined slightly, but employment In the industry has dropped
precipitously as technological change has reduced man-hour requirements by a
much larger relative amount than the drop in production. Because consumers
are spending a declining portion of disposable personal income on textile mill
products, the aggregate domestic demand for textiles has increased at a slower
rate than the rate of population growth. Meanwhile there has been a pronounced
decline in the industrial demand for textiles due to the substitution of a wide
variety of nonwoven materials for textile mill products. Finally, the domestic
textile industry has lost two-third's of its export market due to heightenqd com-
petition In the world market for textiles, and at the same time there has been
a substantial increase in the flow of textile mill products into this country from
abroad."

While economic conditions In the industry have improved in the past few years,
only a small part of the decline In employment has been recovered. Increased
productivity enabled the industry to produce more yardage of broadwoven fab-
rics in 1965 (13.4 billion yards) than in 1951 (12.9 billion) with 325,000 fewer
production workers. Employment declined from 1,146,200 in 1951 to alow of
793,400 in 1963 and moved up to 821,200 in 1965. ......

As a result of these developments unemployment In textile areap has been
exceptionally severe, affecting a large part of the labor force and extending for
long periods of time. The unemployment rate for this industry has exceeded
the nonagricultural industry average in all but one of the past eight years
(Table I).

The marked decline in textile employment affected all sections of the country in
which substantial numbers of textile workers are employed. While New
England and the Middle Atlantic states have suffered the greatest declines, the
South has also experienced a drop in textile employment (Table 'II).

Textile mills are generally located in small towns, far from other centers of
Industrial employment. Tex-tile workers who lose their jobs have scant oppor-
tunity for alternative employment in their labor market areas since they tend to
be single-industry communities. An examination of the available statistics on
unemployment in particular labor market areas reveals the distressingly high
rates of unemployment prevailing in textile areas (Table III). Even after more
than 2 years of rising textile employment, there are still 22 textile areas elassl-
fled by the U.S. Department of Labor as areas of substantial or persistent
unemployment Including the following major labo- areas: Fall River, Mass
(7.5%), Lowell, Mass. (6.8%), New Bedford, Mass. (7.0%), Scranton, Pa. (7.6%),
and Wilkes-Barre-Hazleton, Pa. (7.9%).

Because of the drastic character of the contraction of employment In the
textile industry, unemployment tends to be of long duration. When a mill Is
liquidated, particularly If it Is in a single-industry town, the displaced workers
have considerable difficulty In finding jobs. As noted by William H., Miernyk in
his study of the experience of 1,705 workers displaced by the closing of six New
England textile mills, "the protracted decline in textile employment and the
relative Immobility of the displaced workers have produced a considerable
amount of persistent unemployment in many textile centers in New England.
The problem is not being solved by the growth of new Industry in the region ...
Nor can this unemployment be regarded as a temporary phenomenon ... There
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Is no reason to expect a larger proportion of displaced workers to be absorbed
by other industries in the future." (William H. Miernyk, Inter-Iudustry Labor
Mobility, Northeastern University, 1955).

A large part of the unemployment of textile workers has been caused by mill
closings. Since the war, more than 980 textile mills have been liquidated, displac-
ing over 203,940 workers (Table IV). Many of these mills were located in
predominantly textile areas, where employment in the remaining mills was
declining. The difficulties encountered by displaced workers in finding work
are indicated by the fact that only 45% of the former mill workers contacted
by Miernyk in his surveys of six closed mills were at work at the time of his
surveys (usually a considerable time after the closing of the mill). Women and
older workers had particular difficulty in finding jobs. Sixty-five percent of the
displaced females were unemployed at the time of Mlernyk's surveys. More than
half of the workers who found new jobs were under 45 years of age, while only
29% of the unemployed were 45 years of age or under.

A study published by the U.S. Departmnt of Commerce in 1963, econom4o
Effects of Textile Mill Closings, Selected Jotnmunitie8 in Middle Atlantic States,
throws additional light on the difficulties encountered by displaced textile
workers in finding new jobs. Eight communities were studied in which more than
30,000 textile workers lost their Jobs as a result of textile mill closings and cut-
backs since 1950. About half of the displaced workers had been employed in
some 70 plants which either liquidated or moved to other localities.

,The findings of this study are summarized as follows:
"Many older workers were unable to find new jobs, many younger men left

their home communities to find employment elsewhere. Long periods of ubem-
ployment were common, and many displaced textile workers were forced to seek
assistance from relatives or public relief agencies, or eventually to take lower
paying jobs In other industries. Emigration and lower paying jobs for women
had the effect of changing the character of the labor force In some communities,
raising the average age of workers and increasing the proportion of women."

It is significant that 50% of these communities (Amsterdam, N.Y., Gloversvllle,
N.Y., Bridgeton, N.J., and Cumberland, Md.) are still classified as areas of sub-
stantial or persistent labor surplus.

Persons who have no intimate knowledge of the problem of chronic unemploy-
ment have argued quite casually that the people should move rather than stay in
areas where opportunities for employment are slim. The workers should move
on. Actually, many workers do move away. Unfortunately, for the future of
these communities, it is the young and unattached who do so. This 'mobility
solves the problem for the few but not the difficulties of the many.

There Is a high mobility among textile workers. They have joined the mass
movements which have built up the western states, Florida and Michigan.
But the process is a slow one. The average population Increase for communities
which have become chronically distressed is smaller than for the remainder of
thie country, but the loss is not great enough to change the condition. It must
be understood that there are many obstacles o such movement. There are
strong local attachments, particularly among the middle-aged and older persons.
They have become accustomed to their ways of life and have acquired a long
term investment in homes and in their skills and acquaintances.

Need for Federa I standards
It Is evident from the statistics on unemployment that textile workers have

borne an inordinate share of the burden of joblessness in our dynamic economy.
It would be fitting that special provision be made to meet the needs of these
distressed workers. However, under the present system of state-determined
unemployment benefits, textile workers actually suffer from discriminatory
treatment. The amounts of their benefits are generally lower than in non-
textile states and the maximum durations of benefits are inadequate to tide
them over until they can find work. It is grossly unfair to deprive these long-
suffering workers of the protection of an American standard of unemployment
compensation. The textile states have demonstrated their inability or unwilling-
ness to establish decent standards. It is time the federal government set such
standards and put an end to the inequitable practice of providing the most nig-
gardly unemployment benefits to those most in need.

The maximum weekly benefit provided in textile states varies from $35 to
$55. In the Southern textile states the maximum basic weekly benefit is par-
ticularly low, ranging from $35 to $42 (Table V).



704 U IMPLOYMENT INURANCE AMENDIMENTS OF 1966

The average weekly benefit paid for weeks of total unemployment wits $31
in textile states in 1964 compared to $36 in all states. In 7 of the 14 textile
states the average weekly benefit was less than $29 whereas only 5 of the 36
non-textile states had average benefits of less than $29. The average weekly
benefit for the Southern textile states was $27. North Carolina paid the lowest
benefit of any state in the Unit(,! States--$23. even though its 1964 theoretical
maximum benefit was among the highest of the Southern textile states. This
maximum was truly an empty promise.

Inadequate duration of benefits
. The present structure of state provisions for minimum and maximum dura-

tions of benefits is clearly inadequate. The prolpsed legislation provides a
minimum of 20 weeks of benefits for claimants with 20 weeks of employment,
and a maximum of 26 weeks of federal benefits to supplement those provilded by
the states. These changes are necessary to reduce the excessive number of
exhaustees, which totaled 23.8% of all claimants 111 101. The problera of
Inadequate duration of benefits has been accentuatel li recent years as a result
of the marked increase In the number of long-trnt unemployed. The number
of persons with a duartlon of unempl)oynent of 27 weeks and over has mrore than
doubled since 1957, when it averaged 239,000 persons, or 8.1% of the unemployed(.
In 19o, an average of 482,000 persons were unemployed 27 weeks and over,
comprising 12.4% of the unemployed.

Textile workers in states with relatively short durations of unemployment
benefits have suffered acutely. Thus, in South Carolina, where the lninimum
duration of beueftt A is 10 wvetks and the maximum nationn is 22 weeks, the
exhaustion rate In 1964 (32.3%) was mucir higher that the national average of
23.8%. Other textile states with below-average statutory duration of benefits
which experienced high exhaustion rates are: Alabama (30.7%). New Jersey
(2.7%), Virginia (27.3%), Georgia (28.5%) and Tennessee (25.4%).

The proposal to establish Federal Unemployment Adjustment Beneflts is
urgently needed to deal with the )roblet of long-term unemployment among
textile workers. The impact of mill liquidations and technological changes
on this Industry is such that 26 weeks of benefits are not sufficlent to enable
displaced workers to find alternative employment. The Miernyk study of the
experience of workers displayed by the closing of six New England textile mills
found that almost one-fourth of those who had found other employment at the
time of the survey had been unemployed for 26 weeks or more.

Clearly a period of 26 weeks in addition to the duration provided by state law
is essential to provide the measure of protection which textile workers need to
help meet the difficulties faced In an era of contracting textile employment in
distressed communities where alternative Jobs are difficult if not impossible to
secure.
Alced for improved financing and Federal grants

The impact of unemployment on the various states is extremely uneven.
Shifts in consumer demand, the development of new technology and the exhaustion
of natural resources have markedly different effects on state industrial employ-
ment patterns. As a result, unemployment tends to be concentrated in particular
localities. Under the system of separate state financing of unemployment com-
pensation, individual states suffering from continuous heavy payments have
depleted their reserves while huge accumulations piled up in other state funds.
. In the boom year of 1965, when insured unemployment dropped to 3.0%,

year-end reserves stood at only 3.4% of total wages, one of the lowest ratios since
the Inception of the system. The Minnesota ratio was less titan one-fourth of
this average, at .69%. As a percent of wages, three states (Ohio, Pennsylvania
and Minnesota) had insuffielent reserves to meet a benefit payment equal to
their highest cost over the last 10 years.

Federal participation In the financing of the system through the establishment
of a higher tax base and increased emp)loyer contribution, and through grants-
in-aid, is necessary to prevent insolvency of many state funds In times of general
or regional economic downturns.
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TAI I. L-Unemployment rates for expertenwed wage and salary workers: Texztile
and all nonagricultural Industries, 1957-65 1

1957 ...............
1958. ................
1959 ..................
190 .............
1061.............

Textile utill
products

All lnon-
agriculturul
industries

4.5
7.1
5.5
5.6
0.7

1942 ..............
196 ...............-
1964 .................
1965 .................

I Percent of labor forest, in each group who were imeployd.
I Preliminary.

Source: U.S. litireau of Labor Statistics.

TrAI.E H.-Employmicnt in the textilc mill products industry, by State, February
11I51 anl April 1966

Region and State

Total United States I . . . .......

Total New Eiglanud ....................

Maine... ............................
New iIlmpshire ...................... -
Vermonlt. ................. ... .....
MSlamhusetts ........ ...............
Rhode Island ..............................
Connecticut ...................................

Total Middle Atlantic ...................

N ew Y ork ...................................
New Jersey ..................................
Pennsylvania .............................
1)elawfre. ...........................

Total South .......................

Maryland ...........................
Virginia .......................................
West Virginia ..........................
North Carolina .................. ...... .....
South Carolina ..............................
Georgia .......................................
Alaihai .......................................
Mississippi ........... ...............
Tennessee ...................................
Arkansas .......................................
Texas .........................................

Total Midwest ...........................

Illinois ......................................
Minnesota ...................................
Wisconsin .....................................

Far West: California .........................

Employment (wage and Change 2/51-4/66
salary workers) (thousands)

February 1951 April 1966 Number .Perieet

(thotumuds)

1,322.6 945.7 -370.9 28

28C, ! 103.0 -183.1 - 04

27.5 13.2 -14.3 -52
21.1 10.0 -11.1 -3
5 2

125. 0
65.7
41.6

307.2

.7
39.0
24.2
15.0

159.2

-4.8-85.1
-41.5
-260.6

-148.0

-87
-68
-63
-64
-48

96.1 58.6 -37.5 -39
65.8 27.9 -37.9 -58

141.7 71.2 -70.5 -50
3.6 1.6 -2. 1 -58

669.9 631.5 -38. 4 -6

11.6 2.8 -8.8 -78
42.7 41.2 -1.5 -,4
2.9 1.5 -1.4 -48

244.2 25.3 6.1 2
139.8 14.2 3.4 2
114.8 105.3 -9. 5 -8
55.5 89.4 -16.1 -29
6.0 5.5 -. -10

39.9 82.0 -7.9 -20
2.3 2.6 .3 13

10.2 7.7 -2.5 -25

28. 144 -14. 1 -49

13,5
4.9

10. 1

8.2

5.0
2.7
6.7

7.9

-8.5
-2.2
-3.4

-3

-63
-45
-37

-4

Textile mill
products

5.2.
.6.7
5.7

'4.2

All non.
agricultural
Industries

5.4

4.8
4.2

I Total includes States not shown separately.
$Total excludes other States besides California, which Is the only. Far West State to report in periods

covered.
Source: U.S. Bureau of Labor Statistics; State departments of labor.
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T&wx III.-Textile areas of eubstantial or persistent labor surplus,' March 1966

NEW ENGLAND

Maine:
Lewiston-Auburn ---------

Massachusetts:
Fall River -
Fitchburg-Leominster ----

Percent
Massachusetts--Continued(4. 9) Lowell 11-- ---- -- -

New Bedford' -

(7.5) Plymouth
(5.2) Ware

MIDDLE ATLANTIC

New York :
Amsterdam
Gloversville
Utica-Rome '

New Jersey: Bridgeton --------

(7.7)
(10.3)
(6.0)
(6.3)

Penn.sylvania:
Berwick-Bloonisburg
Meadville
Pottsville----------------
Scranton '
W1lkes-Barre-Hazleton' __

SOUTH

Maryland: Cumberland ------- (5. 0) North Carolina-Continued
West Virginia: Parsons ------- (9. 5) Wilson ------------------ (7. 9)
North Carolina: Georgia: Cedartown-Rockmart. (4. 1)

Lumnberton -------------- (6. 7) Alabama: Jasper ------------- (5. 2)
A 6 percent or more unemployment over past 2-plus years and/or anticipated in the near

future-figures in parentheses are latest available unemployment rates.

2 Major area.

Source: U.S. Bureau of Employment Security, "Area Trends in Employment and Un-
employment," March 1966.

TABLE IV.-Number o1 mills and employees involved in textile mill liquidations,
by industry branch, 1946-64 "

Cotton-rayon Woolen and Dyeing and Total
worsted finishing sYear . . . .. - . ._ _ . ..._ _

Mills Employees Mills Employees Mills Employees Mills Employees

194 ......................... 84 '300 2 450 1 200 7 950
1947 ---------------------- '13 ' 5,50 11 2,000 3 200 27 7,700
194.---------- ----------- 26 '9,300 22 3,000 12 1, 600 60 13,900

-94 .............. 838 39,00o 31 5,400 8 1,400 75 1s,80
1960 ......................... 24 2,600 17 3,900 4 950 45 7,450
151 ......................... 28 5,600 17 2,500 4 1,500 49 9,900
1952 ......................... 29 8,800 33 17, 500 8 1,900 70 28,200
193 ........................ 28 7,750 29 10,700 11 1,700 68 20,150
1954 ......................... 38 12,600 41 20,900 15 1,200 94 84,700
1965 ......................... 46 10,850 37 9,050 18 1,870 101 21,770
1956 ......................... a 9,100 24 8,250 4 750 63 18,100
1967 ........................ 26 9,435 14 6,400 18 4,420 58 19,26
198 . .--------------------- 23 11,710 18 4,125 18 3,410 59 19,245
191 ......................... 14 3,750 8 1,415 5 910 27 6 076
1960 ......................... 16 3,380 12 3,130 14 1,30 42 7,870
1961 ......................... 13 3,050 16 5,430 18 3.700 47 12,180
1962 ---------------------- 17 4,000 14 2,395 4 600 36 0,995
193 -------- _-------------- 7 2,500 17 3,050 5 1,250 29 61800
1964 ......................... 4 1,755 19 4,695 1 450 24 6,900

Toal 14684-----47 2098 32 113,690 171 29,370 980 263,940
TotlIN-M.... .. ....2,80 98

1 Includes only cotton-rayon, woolen and worsted, and dyeing and finishing plants.
I Excludes small New York City area dyers.
I Excludes narrow-fabric mills.

Percent

(6.8)
(7.0)

(10.8)
(6.9)

(5.8)
(5.2)
(8.3)
(7.6)
(7.9)
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TnLE V.--r4aqin um basio weelyv unemployment insurance benefit amounts an4
average weekly benefit amounts

Maximum Average
basio, weekly weekly

benefit, benefit,
January IWO 194

United ........................................................... ........ - 6
Textile States ............................................................... ............-.. -
New England ............................................................... $48 133Maine .................................... ............................... 43

New Itampshire ......................................................... 49 r2
Maaaohusetts ........................................................... 60 40
Connecticut ............................................................. 38
Rhpd1l - --Vl-d- ......................................... 47 32

Middle Atlan c ........................................--- -.--..-..-.-..-... " J 50 37
New York ............................................................... 6 89
New Jersey ----------------------------------------------------- 60 40
Peusylvanls--------------------------------------------------- 4 32

gouth .................................-..................................... 38 127
Virginia................................................................. 36 238
North Caolina .......................................................... 42 23
South Carolina .......................................................... 40 27
Georgia ................................................................. 2 38
Alabama .........-.................................................... -38 25
Tewieaee- .............................................................. 38 27

I Unwelglited average.
I Excludes dependent allowance.
I Maximu benefit is 50 percent of average weekly covered wages.
Source: Buxmu of Employment Security, U.8. Department of Labor.

CENTRAL LABoR COUNCIL or GaRAT EAST ST. LoUIS, ILL.,
Jty 18,1966.

lion. RUSSELL B. LONG,
Chairman, Commnittee on Finance,
1.S. Senate, Washington, D.C.

DzAu SENATOR LONG: We respectfully request and urge Committee support
of unemployment compensation reform along the lines of the McCarthy Bill 8 1991.

This area of chronic unemployment, according to latest figures of the U.S.
Department of Labor are as follows: Illinois Section (St. Clair and Madison
Counties), 195 average 4.7%, June 1960 5.3%. E. St. Louis Federal estimates
7.9% non-white, 3.5% white, with an overall average above 6%. As of April 1960
the U.S. Department of Labor has classified this area as an "Area of Substantial
Unemployment".

It Is obvious there Is a need for uniform federal standards for the amount
of weekly benefits and for the duration of weekly benefits, plus a minimum of
26 weeks of extended Federal U.C. benefits.

In this Immediate area the curtailment of employment due to automation,
the moving of a plant considered a major employer, and the announced closing
of a refinery within the next 18 months, promises no Increase in employment
opportunities, but an increase In the unemployment roles.

We respectfully urge the Finance Oommittees approval of the strongest possble
U.C. bill, including a broader coverage, and request that the above quoted figures
be printed In the record of Committee hearings.

Sincerely thanking your Committee for their cooperation, I am
Respectfully yours,

,HEBT S. Wim Lm, Secoretary.

SOUTHERN CALIFORNIA EMsoN CO,
Los Angeles, Calif., July 14, 1966.Hon. Rnt'.L L ONG,,

Chairman, Committee on Finatce,
U.S. Senate, Washington, D.C.

DEAR ,A CUA1iMgAN: The hearings before the Committee on Finance of the
United StttesSendte on H.R. 15119, the "Unemployment Insurance Amendments
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of 1966," were scheduled'to begin on 3uly 18th. While our Company will be
one of those sponsoring the appearance of MrB. elry Beideman of the California
Refallers Association, I felt it desirable to communicate some of our views on
this important-legislation.
X' August, 19W5 when Congressional hearings were held on H.R. 8282, the

unemployment insurance bill proposed by the administration, this Company
filed a statement of its views in opposition to that bill with the House Committee
on Ways and Means. We opposed H.R. 8282 on the basis of (1) its inflexibility
through the imposition of federal standards, thus limiting the ability of indj.
vidual states to cope with their own local needs; (2) Its program of extended
duration benefit payments without regard for general employment conditions;
(3) Its greatly increased cost to employers, which in the case of the Edison
!Company would have to be passed on to the consumer; (4) its impact on an
already tight labor market in encouraging idleness through high benefit payments
of long duration.

We felt that most of these objections were overcome in the framing of
H.R. 15119, which, at the same time, provides for many liberalized features over
our present unemployment insurance laws.

I.HR. 15119 would have less impact, it is true, on California than on many
other states since California has been in the forefront in liberalizing Its unem-
ployment insurance provisions.

We believe that the measures proposed in this bill were arrived at after giving
ample opportunity for all concerned to present their views, and that It is a
well-conceived bill which provides important improvements in the present
laws. For instance, the provision for judicial review of the decisions of the
Secretary of Labor, which It provides, is a protection to the states that has
been long needed. The pernmnent program of recession benefits would provide
a standby system to operate when it was-needed and to go out of operation when
the need passed.
H.R. 15119, we feel, represents a fair compromise which will add materially to

the labor costs of California employers though in much lesser amount than that
proposed in the administrat ion measure......

We respectfully urge that you and your colleagues on the Finance Committee
report out 11.11. 15119 as approved by the House of Representatives without
amendment.

Sincerely,
FRET) OiENDORi, Jr.,

Vie President.

INTERNATIONAL VNION OF OPERATING ENOINEFS,
Washington, D.C., JuT 15, 1966.

Hon. RussE.u, B. LONG,
Clairman, Conmittce of Finance,
U.S. Senate,
Washington, D.C.

MY )ER MR. LONG: The proposals on unemployment compensation reform
that are currently before the Committee of finance are of vital importan(e to
every working man in the Country. During the past three decades, while the
ebmhomjc progress.hpS been unequalled tn: story, unemployment compensation
practices have not kept up with the realtfie'. of the working manas needs. "

Federal Standards are needed to secure for all workers a fair benefit of one,
half their wage loss no matter where they live.

Expanded coverage to protect workers not now under the law is needed.
Standards are needed for the worker who faces total Job loss because of

automation or the closing of obsolete facilities. Protection would be possible
with a program for the payment of Federal funds for an additional twenty six
weeks upon the exhaustion of State benefits.

A uniform standard for the duration of weekly benefits Is also urgent.
The above-outlined points are only part of the Job that should be done. Basic

reforms in all areas of benefits, coverage and eligibility are needed to make
unemployment compensation the prime defense against unemployment and the
deterrent to recession that was originally intended.

Sincerely yours, . ,

General President.
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lon. RUSSEL B? I ONG, Washington , D.C., July 19,1966.

Ohairtnan, Comnittee o, Finale,
U.S. Senate,
Washingtonj DX.

DEAR SENATOR LON: The Senate Finance Committee is now conducting hear-
ings on proposals for unemployment compensation reform.
. It is urgently requested that your Committee favorably consider and report
out reform and changes along the lines of Bill No. 1991 introduced by Senator
Eugene McCarthy and other Senators.

We feel that present standards of unemployment compensation are totally
inadequate and outmoded In view of the economic changes ,Which have taken
place over the last several years.

The present lack of uniformity Is both unfair and confusing. We urge uni-
form Federal, standards for the amounts of weekly benefits plus a minimum of
twenty-six week* of extended benel ts.. In industrial'piants that have pattern departments, theb Pattern Makers'. League
represents comparatively small and separate units of its craftsmen. We are
so certified by the, National Labor Relations Board. We negotiate and have
our own contracts. Yet when other unions go on.,strike and our groups are
either laid off or otherwise prevented from working, we are more often than
not denied unemployment compensation.
. We strongly urge, therefore, that together with other contemplated reforms
the matter of unemployment compensation eligibility for such separate and,
with other union contracts uninvolved groups, be given favorable consideration
and action,

Sincerely and respectfully yours,
G. HALLsTROM,
General Preeident.

STATEMENT SUBMITTED BY MAX GREENBERG, PRESIDENT, RETAIL, WHOLESALE &
DEPARTMENT STOR$ UNION, AFL-CIO

The' Retail, Whole and Department Store Union represents 175,000 workers
including 30,000 employees in nonprofit hospitals and nursing homes. Its largest
affiliate, Local 1199, Drug and Hospital Employees Union, represents 25,000
workers in 68 nonprofit hospitals and nursing homes in NeW York and New
Jersey.

I am therefore addressing my comments to that section of H.R. 15119 which
Would extend coverage under our federal Unemployment compensation lu vs to
the more than one million employees in nonprofit hospitals and state hospitals
throughout the nation. ;1 "'' , . .. . 1 1

We regard this section of the bill as a most heartening development which
recognizes for the first time that these workers must 'be accorded the same
rights and benefits enjoyed by all other workers.Historically excluded from virtually all federal social legislation enacted dur-
Ing the past 35 years, these employees, who perform a 'mst vital and essential
service In maintaining' the' health aand well being of our citizens, are for the most
part members of minority groups. .f. I ,
. Their wages are at the poverty level. When Vnemployment strikes, it creates
untold hardship and misery. These low-wage workers do not have funds set
aside for "a' rainy day.t* When the rain does fall, they'are compelled to seek
assistance from public welfare agencies.
"'This unfair and unjust situation was most dramatically exposed last winter
during the 13-day transit Shutdown in New York City when hundreds of thou-
sands of workers were unable to get to work during this period.

To help these workers meet a difficult financial crisis, Governor Rockefeller
waived the normal one-week waiting period for applying for jobless benefits.
This was an important service to New York City workers. But it meant abso-
lutely nothing to the several hundred nonprofit hospital workers who turned
up at unemployment insurance offices only to be informed they were excluded
from Jobless benefits. Denied the elementary right, these workers were com-
pelled to go into debt or to apply for public assistance to help tide them over
this difficult period.

65-992--0----46
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While this was perhaps, 4L most dramatic illustration of the urgent need for
extending unemployment compensation coverage to nonprofit hospital workers
there are many other fundamental reasons for this long overdue protection:

For example, more than 2,000 hospital employees in New York City, most of
them Negroes and Puerto Ricans, were laid off from their jobs during the past
two years due to the closing of several nonprofit hospitals, the leasing of food,
laundry and other services to outside commercial companies and 'the introduc-
tion of automatic equipment.

Here, too, our files indicate that more than 65 percent of those laid off were
compelled to apply for public assistance from welfare agencies to support them-
selves and their families.

It becomes ever increasingly clear that the continued exemption of these
workers from our federal and state unemployment compensation laws is not
only unfair and unjust but violates every concept of human dignity.

Further, the idea that nonprofit hospital employees are any different from
private industry employees is a false and outmoded argument. For example,
hospital workers cannot understand why they are protected for unemployment
compensation when they work in a private or proprietary hospital, and denied
such protection when they obtain employment in a nonprofit hospital a few
blocks away. Nor can they understand why they are covered when they work
in a hotel, restaurant or laundry but are exempt when they perform identical
tasks in a nonprofit hospital.

Nor can anyone argue that extension of coverage to these workers will pro-
vide an economic burden to the hospitals and other nonprofit institutions. H.R.
15119 would permit states to adopt special financing methods for such coverage.
In this way, institutions would have the option to provide coverage on a reim.
bursable cost basis or in the same manner as in private industry. The reim-
bursable cost method of financing coverage has already been adopted in New
York and California to become effective once this legislation is enacted.

We regret the failure to include meaningful federal benefit standards in
H.R. 15119 and we endorse the proposals to provide such standards as recom-
mended by the AFL-CIO.

We are In full support of the section extending coverage to nonprofit institution
employees and urge its adoption by the Committee.

Such legislation, urgently needed and long overdue, would represent a sig-
nificant step forward in eliminating the second-class citizenship status of more
than one million nonprofit hospital workers throughout the nation.

As I have indicated, the RWDSU fully supports the position of the AFL-CIO
with respect to uniform federal standards for the amount and duration of
weekly benefits as well as for a minimum of 26 weeks of extended federal un-
employment compensation benefits. In addition to coverage of workers in non-
profit institutions, we urge that workers in small establishments with one or
more employees be brought under the protections of the law as well as employees
of large farms and other workers with a regular employee relationship who are
presently excluded.

A thorough overhaul of our unemployment compensation system is long over-
due. This cornerstone of our social legislation must be made meaningful in the
context of today's wages, living standards and employment situation. The
impact of automation, the shift in geographic location of mass industry and
the rehabilitation of depressed areas must all be dealt with in human terms,
and a fundamental consideration is the provisions of fair and adequate unemploy.
ment benefits to cushion the blow of widespread and long-term unemployment.
We must correct the present situation where only one out of every two Jobless
workers receives any kind of jobless benefits and only $1.00 out of every $5.00
lost through unemployment is compensated.

I strongly urge on behalf of the Retail, Wholesale and Department Union that
the Senate Finance Committee report out a bill along the lines of the McCarthy
Bill S. 1991 and rectify the shortcomings of H.R. 15199.
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MONTANA STATE AFL-CIO
Helena, Mont., July 20,1966.

Hon. RUSSELL B. LONG,
VTharman, Committee on Finance,
U.S. Senate, Washingtom, D.C.

DEAR SENATOR LONG: I wish to place the Montana State AFL-CIO labor or-
ganization on record with your committee in strong support of unemployment
compensation reform along the lines of the McCarthy bill, S. 1991.

The Montana Unemployment Compensation law is grossly unrealistic as to
weekly benefits and duration. Also disqualifications are unfair.

The wage base of $3,600.00 and contribution rates are not sufficient to provide
a fair program.

The past several sessions of our Legislature have failed to adjust either the
rate structure or to provide realistic benefits for the Jobless. The 1965 session
failed to enact any changes In the law.

Montana needs increases in weekly benefits and duration. We also need cover-
age for many workers not now covered.

Our long cold winters when construction is down and other jobs in retail
stores and the service industry have to lay off workers creates a serious hardship
on workers families, forcing many Jobless to go on relief.

Employer groups fight any attempt by the State Legislature to improve the
program or to develop realistic financing.

Thus they throw the burden of help to the jobless on the backs of the taxpayers
through the public welfare department.

Our organization believes that Federal minimum standards Is the only answer
to our needs for a good State Unemployment Compensation program.

I respectfully urge you to give every consideration to S. 1991, and that my
letter be made a part of the record.

Respectfully yours, JAMES S. UMBER,
Executive Secretary.

NxAGARA MOHAWK PowER CORP.,
SVracuae, N.Y., June 20,1966.

Re hearings on H.R. 15119 and S. 1991, the Unemployment Insurance Amend-
ments of 1966.

Ron. RuSSELL B. LoNo,
Chairman, Senate Finance Committee,
U.S. Senate, Washington, D.C.

DEAR SENATOa LONG: It is our desire that this letter be considered as a written
statement for inclusion in the printed record of the hearings on H.R. 15119 and
S. 1991 in lieu of my personal appearance as a witness.

I submitted a statement to the House Ways and Means Committee on Augast
25, 1965, copy of which is enclosed, In opposition to many of the features of H.R.
8282 (S. 1991), a bill which would have had serious repercussions upon the
future course of a stable UnemploYment Insurance system in this State and In
this country. The House Ways and Means Committee weighed all of the pros
and cons of the proposed legislation and drafted a substitute bill, H.R. 15119,
which, in our opinion, Is far superior to its predecessor even though It does not
cover all of our objections to H.R. 8282.

It is respectfully urged that the Senate Finance Committee concur in the view
of the House, that, the substitute bill constitutes a sound and reasonable com-
promise.

Very truly yours, It. D. CONSTABLX,
Vice President.

STATEMENT BY NIAGAJA MoHAwK Powr CoRP. OPPOSiN CERTAIN FEATURES. OF
H.R. 8282 As Now DuIFrmD.

(1) Ewperietwe Rating: Our gravest concern is with the changes affecting
experience rating In the various states. Present Federal law provides that any
reduced contribution rate must be related to the experience of Individual employ-
.ers. Every state in the Union has an experience rating program based on this
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fundamental require nent.' 'Reverend JosAph M. Backer, S.J., one of the most
Impartial and kniwledg9bl* authorities, on unemployment insurance, believes
this concept of experience rating to be one of the best.and strongest features of
our unemployment insurance system. ' t ' I " ' , , 'I " ,

Individual experience rating provides employers''tvith' incentiveW iTat 'are
consistent with 66 objectives of unemployment -insurance, that Is, the stabiliza-
tion of employment to the greatest possible extent and the payment Of benefits
only to those claimants egitimately entitled thereto.

HR-8282 would permit any form of pooled experience rating. -If any 'state,
because of political pressure, should Phabge its'dystem from iudividual einployer
tO pooledexperiehice,,the Important incentives for employers to stabilize employ-
ment, to cooperate in maintaining a sound State Unemployment Insurante'law
and to' tssistinthiepol1clng of 'benefit payments would be lost. We submit that
such a development w6uld not be in the interest'of the country's workfoee 'and
would penalize the most desirable types of employers. F,

(2) Di.qua fioation standard: The proposed disqualification standards of
HR-8282 are unduly liberal and abort the basic concept of unemployment'Linsur-
ance"to the effect that benefits should be available only to claimants who are
atatehed to the labor market and' who are unemployed through no fault of their
own. New York has a reasonable qualification for persons who voluntarily left
thdir jobs or were discharged for cause, to the effect that they must demonstrate
their attachment to the labor market by subsequently working in employment
oh not less than 3' days in' each-'of ',weeks 'or- have earned remuneration of at
least $200.
-The prohibition 'against any disqualification of retiring employes, either partial

or full, is -particularly unreasonable and imposes an unjustifiable burden on
employers with" liberal pension plans. At Niagara 'Mohawk, the great majority
of retiring employees receives a non-contributory pension, exclusive" of any 'Social
Security benefit, greater than Unemployment Insurance benefits. Taking into
account their Social Security benefits and tax advantages, if they receive both
unemployment benefits and pensions, their net spendable income during their
period of eligibility would be substantially in excess of such income prior to
retirement.

We believe this is not consistent with the purposes of unemployment insurance,
would constiute at -unwarranted drain on reserves and inflicts a heavy penalty
on employers witl liberal retirement plans. New-YoKrX hasa. sensible provision
in this area, to the effect that a non-contributory pension will be offset ,against
unemployment benefits while 50% of a contributory pension will 'be offset with
the retired employee receiving the difference, if any, in ,each case.. The proposed
law would rovlde what, in effect, would be a bonus to retirees., 'At Niagara
Mohawk we estimate that this bonus would ,amount to at least $150,000 aki-
nually anid would ObnstitUte an unjustifiable cost't the customers we serve '
1., (3) Brtending Benefits: While we recognize the 'need for the extensi'dn of
benefits beyond 26 weeks in certain circumstances, we believe the provisions of
HR-8282 lack the 'necessary safeguards to avoid abuse. Individual cases of
unemployment beyond 26 weeks in times and areas of low iinemploymeut rates
suggests a problem of a national Social natdrk unrelated to the basic concept on
which 'unmployment' insurance Is based. They should, therefore, be hWndled
onaw entirely different basis, lest the system 'itself be broken down b ' theii
inclusion. '
'Any extension of 'the system along the' lines contemplated by HR-8282 should

be based on a demonstrated lack of employment oppbrtunitie by 'eattblishiig
some type of area trigger point geared to unemployment rates and consi'de~atiqn
should also be given t" restricting eligibility to primary'wage'earners-onlyl.' '

(4) EBccss Benefit Grants: The bill provides for grants, payable fro0i'tho
"Federal Adjustment Account", to states equal to two-thirds of 'state benefit
costs which are in excess of 2% of the states' total covered wages. We believe
this is an invitation to profligacy on the part of the states.

Although. the Labor Department claims that this provision will decrease the
disparity between tlie 'tax 'costs' of employers IA variouss states and the&r6by
eliminate competition between the states based' on unemployment insurance
taxes, we believe the opposite effect will result. For example, based ,on the
i'6,cord of the past 'ten, years, New York would have ' rceived'"grants of about
$14*0O0,i00 during this period while five competitive Industrial states. would
hA#& rcefved about$451, 000,000.
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(5) Wage Base: Finally, we would like to express opposition to Increasing
the taxable wage base to $6600, the same base used In the O.A.S.D.I. program.
Unemployment Insurance benefits are not computed on the same basis as Social
Security benefits and therefore there is no valid reason for following tile
O.A.S.D.I. base. To do so now would establish an unwarranted precedent for
the future and could result In much unnecessary juggling of state tax rates in
the future.

Actually, the function of the tax base in unemployment Insurance is the
production of tax revenue on an adequate and equitable basis. While increas-
ing the base In New York from the present $3000 maximum to $6600 can be partly
offset by appropriate adjustments in the tax tables, a substantially increased
burden will nevertheless fall on the highest wage employers with the most stable
employment. There is at present a disparity against such .employers chargeable
to the "social" rather than the "insurance" aspects of the unemployment in-
surance system. While this is accepted as necessary within limits, we' believe
these limits would be exceeded beyond reason by requiring an Increase of 120%
in the New York State tax base.

As Illustrated below, the impact of HR-8282 on this Company's Uneloyment
Insurance costs would potentially be very heavy. This data assumes a con-
tinuation of present pay scales and no change in the New York experience rate
tables or in the Federal tax between now and 1971.

1985 1967 1971

Federal tax ------------------------------------------------- $105,600 $271, 700 $306,350State tax ---------------------------------------------------- 499,700 826,200 948, 900
Total ................................................... 605, 300 , 097,900 1, 2 , 250

Barring repeal of experience rating in New York, an appropriate adjustment
in the rate tables could no doubt materially reduce the above State taxes.
However, the payment of benefits to retirees in the amount of at least $150,000
annually, to claimants now disqualified and, to legitimate claimants in increased
weekly amounts, could be expected to offset the tax table adjustments so far as
can now be determined.

RUBBER MANUFACrURERS ASSOcIATION,
% Wa8hington, D.C., July 21, 1966.

Subject: Finance Committee heaflhgs on H.R. 15119, proposed. Unemployment
Insurance Amendments of '1966.'

Hon. RUSSELL LONC.,
Chairman, Committee on Finance,
U.S. Senate,
Washington, D.C.

DEAR MR. CHAIRMAN: The rubber manufacturing industry, which is an em-
ployer In every State, strongly recommends that H.R. 15119 be favorably reported
and enacted in its present form.

Representatives of this Association testified before the House Ways and Means
Committee In opposition to H.R. 8282 (S. 1991). As a matter of reference' and
Information to your Committee, enclosed with this letter is a copy of our state-
ment as presented at that time.

In the judgment of this industry, H.R. 15119-meeting previous objection to
H.R. 8282-represents a responsible effort to bring about meaningful amendments
to the Federal-State Unemployment Compensation program, yet in a manner that
maintains the integrity of the program as it is presently administered by the
States.

H.R. 15119 would assist the unemployed by extending coverage to some 3%
million workers and by providing extended weekly benefits during periods of
statewide or national recessions.

It would provide for the fiscal stability of the program by a realistic Increase
In the employer's tax and the wage base of the employee to which this tax is
applicable, and by making available additional U.C. tax receipts to help support
the extended benefits program.
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It would promote equity in administration of the program by granting the
States the right to seek judicial review of determinations of the Secretary
of Labor as to their compliance with Federal requirements.

The 180 rubber manufacturing companies who are members of this Associa-
tion thus strongly urge that your committee take early and favorable action on
H.R. 15119 without amendment.

Sincerely yours,
W. J. SEARS, Vice President.

STATEMENT OF THE MINNESOTA AFL-CIO FEDERATION OF LABOR

Our organization was extremely disappointed with the bill passed by the
House concerning federal standards in the field of unemployment compensation.
Over the years, we have fought the legislative battle in our state legislature for
proper benefits to the unemployed workers, and the record in this state has been
a sorry one. Nothing at all was enacted between 1957 and 1965, and the em-
ployer-sponsored proposals during this period actually amounted to decreases in
total benefits. In 1965, the weekly maximum benefit was increased, but in
order to get this, 'it was necessary to agree to reduced total duration benefits and
to accept various employee-penalizing restrictions and disqualifications.

The constant, and apparently impressive argument to many state legislators,
advanced by employers every session is that the legislature should not improve
the law because this would be an increased cost of doing business and put local
employers at a competitive disadvantage In relation to surrounding states.
One state vies with another in attempting to hold unemployment tax costs down,
with the result that the unfortunate unemployed worker and his family and the
social and national objectives of the unemployment compensation program are
forgotten.

This is why we strongly favor federal standards as originally proposed in
H.R. 8282, the Mills Bill and S. 1991 introduced by Senator McCarthy and
others. In this fashion, all employer would be placed on a basic equal footing,
and the past inter-state race to emasculate the original purposes of the unem-
ployment compensation program would be at an end.

Although' after eight long years, our maximum weekly benefit was increased
from $38 to $47 in 1965 (and based on 50% of an employee's earnings), it is
obvious with statewide (which are substantially less than metropolitan) average
weekly earnings in construction of $156, in mining of $127, transportation $130,
and manufacturing $117, that the great majority of Minnesota unemployed
workers are not receiving anything like 50% of their weekly wage during periods
of unemployment which i.- a commonly accepted and desired standard for weekly
unemployment benefits. It is also obvious that it if impossible for an unem-
ployed worker to take care of housing, food, utilities and other non-deferrable
living expenses for himself and his family on $47 a week.

With respect to duration, the maximum In Minnesota is 26 weeks. However,
since duration in Minnesota is based on 70% of credit weeks, only those workers
who have 37 weeks of employment in their one-year base period will be entitled
to 26 weeks of benefits, and because of the complexities of determining the base
period, an average of 20 weeks of the employee's most recent work experience
are disregarded. We therefore strongly favor the proposed benefit and duration
standards of the McCarthy bill.

We are also much concerned with the minimum 26 weeks of extended federal
unemployment benefits. Anyone familiar with the northern part of our state
for a number of years, and up until most recent times, is aware of the tragic
problems of unemployed workers on the Tron Range and related areas. The
same kind of problem can occur in any area with plant shutdowns and other
long-term-unemployment-producing economic events.

We think the events of the last 30 years have shown that unemployment prob-
lems are national problems, and that the individual states are unwilling and
individually incapable of properly handling the unemployment compensation
program, unless there be mininuni federal standards which all states are re-
quired to observe. The amount of the weekly benefit and the duration thereof
are the most essential ingredients of the program, and when the House deleted
standards in these areas, it left its bill a mere shell.

We strongly urge that the Senate look to the McCarthy proposal, and pass
a bill adopting its principles, and then in conference committee the purposes of a
good, strong unemployment compensation reform bill with minimum basic fed-
eral standards can be achieved.



UNEMPLOYMENT INSURANCE AMENDMENTS OF 1966 715

IOWA FEDERATION OF LABOR, AFL-CIO,
Des Moines, Iowa, July 20, 1966.

Hon. RUSSELL B. LONG,
Chairman, Contittee on Finance,
U.S. Senate, Washington, D.C.

DEAR SENATOR LONG: We understand that your committee is now conducting:
hearings on proposals for unemployment compensation reform.

The Iowa Federation of Labor is asking your committee to support unemploy-
ment compensation reform as outlined in the McCarthy bill, S. 1991.

We feel that uniform federal standards for the amount of weekly benefits
and the duration of weekly benefits, plus a minimum of 26 weeks of extended
Federal Unemployment Compensation benefits, are of utmost importance for
the working people of this great nation.

As you know, unemployment benefits are the main source of support when the
family breadwinner loses his pob. Most jobless benefits, In most states, are in-
adequate so we again urge you and your committee to support S. 1991.

Will you please have this statement printed in the record of Committee hear-
ings.

Sincerely,
HUGH D. CLARK, P1'esidcnt.

STATEMENT OF FELIX C. JONES, GENERAL PRESIDENT, UNITED CEMENT, LIME &
GYPSUM WORKERS INTERNATIONAL UNION

The proposals which this Chmmitee Is considering will make the first major
Improvements in unemployment insurance legislation since the system. was
enacted in 1935. This modernization of jobless insurance is urgently needed
to restore protections to jobless workers that have been eroded over the years.

The United Cement, Lime and Gypsum Workers International Union endorses
and supports S 1991.

In 1939, the unemployment compensation benefits when first paid, in no state
was the maximum less than 50 percent of the average weekly wage. By mid-
1965, the maximum weekly benefit was less than 50 percent of the average week-
ly wage in 40 states. In 1939, the maximum was more than 60 percent of the
average wage in 34 states. One state achieves level that today.

The decline of maximum benefits relative to weekly wages can be seen in
the chart below:

Numbe~r of States
Maximum benefits as percent of average weekly wages NumberofState

1939 1960

Over 70 percent ----------------------------.---------------------------------- 16 0
00 to 69 percent -------------------------------------------------------------------- 16 1
50 to 59 percent ------------------ _-- --------------------- . . .--------------------- 17 16
40 to 49 percent --------------------------------------------- ------- -------------- 2 19
Under 40 percent ------------------------------------------------------------------- 0 16

The effect of this development has been to change the program to a flat benefit
system for the majority. The wage-related principle that the Individual should
receive benefits of half their weekly wage is now confined to lower-paid wage
earners.

In addition, the obsolescence of the present unemployment insurance program
Is manifested in several ways, such as:

State legislatures have added many new disqualifications which now form a
network of benefit denial that entraps both the deserving and undeserving. The,
growing severity of punishment suggests a spirit of vindictiveness which is
utterly inconsistent and inappropriate to a social Insurance program.

An experience rating device attached to the tax system under which employers
contribute to unemployment Insurance funds has helped cut reserves, and states
hesitate to Impose special taxes not paid by competing employers elsewhere.
There Is no indication that the states can free themselves to place primary em-
phasis on benefit adequacy and the needs of the unemployed. Instead, the states
continue to emphasize low tax rates, small tax bases, low reserve peril points, and
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other characteristics of cheap Iliancing. lixperlence rating sclems function not
to stabllizeo employment, but rather as an arsenal of tax-reducing techniques,
(Jomptluotl along the states for industrial development continues to emphasizo
tax-reducing methods and thereby undercut any noderniition of the unemploy-
ment insurance program.

Rapid te.hnological change has created a class of long-terin unemployed who
have lost a lifetime skill, a career, with loss of Jobs, and these became ex-
haustoes--th ose whose benefit periods have run out. A Federal program of
adjusnent benefits, beginning with the 27tit week of unemploynnt until the
52nd week if the worker did not find a jot In that tine, would continue coinpensa-
tion to the long-term unemployed who had exhausted their state rights. The
need for the extended Federal adjustment benefits is due to the prevtlence of
unemployment beyond six months. This varies at any one time from 200,000
to 900,000 persons depending on general conditions, but it persists at the lower
level even in good times, Unemployment of this length is also attributable to faec-
tors other than automatIon and other teehnological developments; there are shifts
in defense producClon ahd geographical movements of indusflry not restricted
by state boundaries. The wage loss resulting front sueh factors can he adequately
and equitably compenotted only by a national program.

The projects for a restorattlea of unemployment insurance and adaptation to
new economic needs delmds on Federal action, both to remove benefit standards
from destructive competition among states, and to provide for national immancing
of the long-term unemployment that is caused by nation-wide econonde displae-
moat. a sic reform is needed to put jobless benefits again into tit( forefront as
our first line of defend against current unemployment nnd future recession. Tile
Individual states are unable to achieve this goal. Eimnctment of S. 1991 by the
United States Senate would achieve this goal.

STATEMENT OF TiE NATIONAL COAt, AsaoorATO€N, PRESENTED BIY BimiC O'BitrIEN,
GE zRAL COUNSEL

Mr. Chairman: The National Coal Assoiation Is the trade association for
produers of more than two-third4 of the Nation's conunerihly-prodece bitu-
minous coal. Basically, It is our pwition that Congress should rejtct Adminis-
tration prolmsols to enlarge and exlmnd the Ibnelts and to loosen the safeguards
against abuse ibyond the provisions of the house-pas*se ver.ion of MR. 15119.
The coal industry is fully aware of the fact that predominant phiiol)ihy

today requires an adequate protection by society against the perils of unemaploy-
ment which canl occur without fault on the part of ti Individual. We believe
II.R. M5119 as passed by the House fully accomplished that objective. To go
further, as proposed by the Administration, would in our option Injure the
economy of the Nation by tempting the individual ,whomse persoioal philosophy is
readly adapted to becoming a ward of solety.
,An approl)riate system of unemployment compensation shouldd provide sutfi-

cient fuminds for food, shelter, and dignity for those who want. to work but who
(for reason not of their own choosing) do not have opportunity to work. II.R.
15119 does that. The Administration proposal, as embodied in 1I.R. 8282 and
.. 1991, goes much further; It would provide benefits competitive with the urge
for dignity.

Sp eilfleally, tie Administration proposal would grant bemefits comietitive with
wages for prisons who quit their employment without gooxl reason-uand eliminate
the employer's 'incentive to contest such cases, through elimination of the "ex-
perlence rating" system.

As to tile p)roposA further increase in the taxable wage base and the proposed
lengthening of benefit periods, we believe the objections are tile Mle. If society
feels It should assume the burden of fuirnishing a higher standard of living, and
a longer period therefor, then the burden should be borne by society in general
and not by those industries whieh have a heavy wage cost.

The coal Industry, through mnehanizaltion forced uIxn It in order to remain
competitive with imports of foreign residual oil and natural gas, and with
government-subdized hydroelectric power and atomic energy, has reduced the
number of Job opportunities per unit of production, Unless this had occurred,
coal production would have been greatly curtailed, resulting in even fewer Jobs
and with lower wages. lven so, coal is still a "Job opportunity" industry. Pay-
roll taxes can Increase this problem-industries which are highly "wage oriented"
are put at a severe disadvantage when lmyroll taxes are unwisely Incrased.
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The coal Industry io willing to pay (and, of necesity, jiams on to the conumers
of coai) the cost of unavoidable unonploymit for its workers. With a welfare
,fund of 40 cents per ton (nearly 10 4i r cent of total selling price), the (al
industry is already showing Its vawa ess of responsibility to employee,. But
uintcesanry and umlwse Increases In, the "payroll" burden (-ill and will cripple
those industries (11kQ cml) which fprnish i ) emh orentago of job opporunitio,,.
It society must furnish a high standard of living for tho.-. w, iieoo Itron-
nently uneml-oyed, the burden of doing so should fall on ihe ino mte cif n.iety
in general, through the general tax structure. If this burden is shifted to, pay-
roll taxes, It will simply mean that Industries (like coal) whih furnish job
opportunities will be further diserlikiflaated against in conletition with industries
which involve a low Incidence of job oppolAhnitls (like atonie power and Ia-
ported energy).

We believe it would be detrimental to our Nation tq offer unemployment bone-
flls (oil a luwcl vmaiapLltive witl theh "take-home pay" of available Job opiwr-
tunites) for an extended lerlod of time to persons who simply quit their Jobs
bec use of prefemlence. I1.1 8282 and S. 1991 would do this. 11.11. 15119 would
not. We therefore urge that you refuse to expand this prograiai-Its benefits,
the duration tereof, and the standards therefore-beyond the loundq contained
it I R. 15119 as passed by the House.

STATEMENT OV IIERUIMC S. ROTh, 1IMiCIDENT, ON RV.IIALF OF TIlE COLOUADlO LABOR
, CoUNcIL, AI"11 -CIO)

Colorado has often been the object of 81W4.lial attelitlonl when it. Co01eH to both
the administration and (lie standards set for its program of unemalloyment In-
surance and tulnmployntit compensation payments.

Part of this attention hats been attracted boeaus' the Dhieprtment of Eamploy-
nelit for our State aas had tho same administrator since its estallishment in the
]I)0's and since he has ben eonsidered both a 'strong and conservation exte'u-
tive, evel Its lie has dealt. with the- State Leglklaturo in establishing the guidelines
for employment voalswitiat ion benefits and coverage.

The maker of this statement hIas had tMonty years of intimate Involvement in
both labor's position on the, entire programs anti the legislative program estab-
lished on tho state level, Ile has servelfor tite greater part. of that time in
elected union 5)posions; has served for the last four years on thw Covernor's Ad-
visory Council for the State Delpartmnent of Employ'nient; and has served as a
member of the hfouso for two years-aid four years as a emomber of the Senate
of the Clolorftdo Gelieral Assembly with membership oil committees ill both Houses
that have dealt with this area of concern.

The Sixth Biennial Convention of the Colorado Labor Couneil, AFL-CIO, held
in early May of this year, endorw-i unanimously the original proposal of Senator
Eugeno McCarthy's S. 1101. We did this because our menihers and t.he offices of
our Couneil have been deeply Involved in recent years in deiali g with the prob-
lents of entitlenent of.li-netts under our Colorado law. All of t1i1 e xporh'nce
has simply underscored what we have basically believed for at least lhe 11st two
decades; namely, that unoniployanent benelits and coverage are national problems
that deoervo the samue kind of nimnlaitu fe-deral attention already provided by law
ill fields relating to other social security areas sucl as old age, survivors and
disability programs.

At the nonent, Colorado has relatively decent monitory payment for the un-
elployed worker, provithei that lie can establish eligibility. 'his is not tIhe
easlest thing In the world to do, however. For Instance, since 19413, Colorado has
had an award system unlike any other state In which limited opt lonal or discrimi-
natory judgments basted on the facts of nit iM!vidmil's ease are available.

We have a fIxed benefit system that ndbltrarily rules oti. mu ny who shold be
otherwise eligible simply by fixed detrminiations written iii the law. Some of
these are set at "50% Awards" and others at "No Awards." in at sense, this is a
substitute for ljmiity wailthig periods which, as you know, vary in hcaagth in lif-
ferent: st4ites.

We use this point to illustrate the filet that, political lpressuros from time to time
make unusual and sometimes unrealistic changes in laws affting workers, even
though the workers continue to find the business of being out of work the 54i1
personal and econmiotc problem for themselves no matter what their htes of
residence.
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Other examples could be quoted at length, including the manner in which
the judgment of an employment office about eligibility can be appealed, the
nature of coverage of seasonal workers, the' kind of employment tax placed
upon the covered employer, the number of employees required for an employer
to be covered by law, the length of the benefit period available to the empnloyee,
the amount, of wages and duration of wage payments that are to be used for
wage credits, the percentage of earned w~Age that Is to be used as the base for
payment of compensation benefits, ,the relationship of the, number of depend;nM
which a worker has to the amount of the benefit paid,' the additional benefit
payable because of continuity of service with a single employer, and the like.

In brief, no matter where s worker works to earn his benefit of coverage for
the payment of unemployment compensation, he Is in a highly mobile work force
and needs to know that certain basic standards will prevail from state to state
as he seeks to find work best suited for himself and his community. He needs
this assurance not simply because of the possibility of layoff from work which
he has primarily trained himself to do and perhaps has actually done all the
years, but he needs it so that he can even quit work to seek a better job with the
full knowledge that some protection exist for him in case the better job ceases
in due time. The variations among the states ere so great in this one area alone
that the federal benefit standard is needed to insure incentive as well as se-
curity as the worker tries to find the job suited to his skill or is given the time
to train himself for the new Job markets available.

We subscribe to the AFL-CI0 standards because they are basic, decent and
yet minimal. We will not, therefore, repeat them here except to say that any
worker out of work needs to know, if at all possible, that his full wage credits
on jobs previously held are being applied to a benefit standard that the benefit
standard must be no less than a basic minimum standard of living for him and
his family as he makes himself available for new work, and that the duration of
this benefit must be sufficient for both him and the business community to place
himself in the best possible work fitting his abilities.

If S. 1991 does become law, as we believe it should, then our feeling is that
a considerably lesser number of unemployed workers in our own state will be
properly entitled to payments which they do not now receive. This, In turn,
will provide for them better opportunities to seek, train for, and find employ-
mert, while at the same time removing them from private or public charitable
assistance paid for on a general tax base that serves both the worker and the
community less well than the federal benefit standard program for unemplay-
ment would provide.

We urge this Important eformL.

STATEMENT or ThOMAs T. SNEDDON ON BEHALF Or THE NATIONAL LUMBER AND
BULXpING MATERIAL DEALEs AssocixTox

I am Thomas T. Sneddon, Execumive Vice President of the National Lumber
and Building Material Dealers Association, 302 Ring Building, Washington, D.C.
The Association of 13,000 member firms is the sole national representative for
the building materials distribution industry which accounts for over seven
billion dollars in building materials 'annually.

Our interest in the current Unemployment Compensation Bill S. 1991, is in
general opposition. We urge the Committee to accept and adopt the provisions
of the House of Representatives Bill H.R. 15119.

Being mindful of the vast changes In the incidents of our poest-depression
economy, we believe an updating of the Unemployment Comreusation Program
is appropriate, particularly at a time of a relatively low unemployment rate.
The Committee is in a position to objectively anticipate the assistance needs of
the responsible individuals who find themselves unemployed through no fault
of their own, that is, those individuals for whom the original programs were
conceived.

Recognition of the need for change does not, however, permit us to discount
the need for financial responsibility in advocating change. Attempts to convert
a necessary assistance program into an extended welfare plan are obtuse to the
motives which prompted the program initially. S. 1991 is just such an attempt.
The House of Representatives repelled the effort and In the alternative passed a
reasonably sound proposal incorporating a liberal expansion of coverage and a
long needed provision for Judicial Review. More Importantly, they reIndorsed
the need for State administration of the existing programs and rejected the
unacceptable demands for a Federal Benefits Standard.
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Rather than steadfastly opposing any change in the Unemployment Programs,
we believe the Senate Committee would render both business and responsible
members of the labor and white collar force a positive service by rejecting
S. 1991, and in the alternative, adopting provisions comparable to those in the"
House approved bill. Recognizing the stimulus value and need of incentives to
all, we feel the retention of experience rating, the perpetuation of Stato and not
Federal Administration of the program, and the non-interferenco with 4s8istance
payments which cerlain proposals would attempt to convarttq rcwards is i nec-
essary and equitable compromise between the proponents 0funiimited assistance
and the financial realism of the business community.

We find most of the provisions of House bill to be acceptable, however, as
spokesman for a distribution industry, primarily composed'of small businessmen,
we must object to the increases in the tax base, both under S. 1991 and H.R.
15119. We believe the necessary funds for financing the new provisions can be
raised by an increase In the tax rate alone rather than expanding both the rate
and the wage base. Should the Committee conclude that an Increased tax rate
and wage base is essential to the economic soundness of the unemployment pro-
grams, we urge a less aggressive escalation of the wage base. Specifically, from
the present $3,000 base to $3,400 In 1989, and $3,800 in 1972. , gradual increase
will be more easily managed in the competitive economics of the building mate-
rials distribution industry. As employers, our members often find new or broad-
ened taxes to be cumbersome to absorb in the marginal profit'structure. This is
due to the erratic cyclical nature of our particular industry. Specifically, the
present decline in the homebullding and related Industries, such as the dealers,
has critically affected many of our medibers. Some of them would be unable to
manage the added tax burden created by bills such as S. 1991. The Senate's
acceptance of the House measure with our recommended change in the wage
base would ease the burden on the members of our industry and achieve more
rational objectives than those sought in S. 1991.

AmDMIOArN COUNCIL ON EDUCATION,
IV4shiegtox, D.C., July $1, 1966.

Hon. RussELL B. LONG,
(ha.rman, Oommittee on Finance,
U.S. Senate,
Washington, D.O.

Dmaa SENATOR LONG: Although the American Council on Education did not ask
to testify before your committee in connection with H.R. 15119, we hope very
much that the enclosed statement be made a part of the record. Institutions
of higher education, coming as they will for the first time under the provisions
of the Unemployment Compensation Act, are naturally concerned at the impact
this will have on institutional finances.

We are in sympathy with the objective of providing economic security for
those who need it, and we are, therefore, In general support of the bill. We do
believe, however, that non-profit institutions are sufficiently different from profit
institutions as to warrant special treatment. In passing the bill the House of
Representatives concurred with most of our suggestions. We shall be very
grateful for any consideration your committee can g!ve to our additional requests.

Sincerely yours,
JoHNi F. Moasn,

Director of the Commisaion.

AMERICAN COUNCIL ON EDUOATION-STATEMENT OX H.R. 15119

The American Council on Education wishes to signify Its general support of
H.R. 15119, as opposed to those provisions of H.R. 8282 which pertained to in-
stitutions of higher education. The Council, a voluntary, non-Governmental
body, is the principal coordinating agency for higher education in the United
States. It has a membership of 1194 colleges and universities and 230 educa-
tion organizations.

We are not opposed to the concept that workers employed by non-profit Insti-
tutions should be accorded the same degree of employment security as they would
enjoy if they worked for profit enterprise. We would argue, however, that em.
ployment In non-profit enterprise is far more stable than in profit enterprise and,
therefore, that special consideration should be given to our situation.
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Specifically, H.R. 15119 recognizes the following special considerations:
(a) Institutions of higher education are exempt from the .55 per cent Fed.

eral tax.
(b) Those engaged in the capacity of "Instructional, research, or principal

administrative capacity" are excluded from coverage.
(c) Students employed by their institutions are excluded from coverage.
(d) Institutions will be allowed the option of reimbursing the State for

benefits paid out on behalf of their former employees instead of paying the State
unemployment insurance contribution.

We have three concerns that are not taken into account in H.R. 15119 and
we hope that they may be given the committee's earnest consideration:

1. W would 'strongly urge that student spouses be exempt from coverage.
The reason for this request is a purely practical one. In general, educational in-
Stititions go out of their way, often at the sacrifice of considerable efficiency, to
employ student wives simply as a way of providing additional student financial
aid. Such employment is, of course, temporary and when the student graduates
and moves on to his career elsewhere, his wife goes with him and new employees
must be found and trailed. But we have believed that the assistance provided
in this way to students is so Important that it outweighs all disadvantages.

There seems to us a strong probability that many student wives may claim
uneniployuient compensation after leaving college employment and that these
claims may be upheld. This could be true even if they had no Intention of con-
tinuingtheir employment after their husbands had received their degrees. If
this were the case, We fear that our present policies would be prohibitively
expensive and that they would have to be abandoned. Then we would be faced
with the problem of finding new sources of funds for student ald or see large
numbers of students discontinue their education.

2.' We would urge that all administrative and professional personnel be exempt
from coverage. The phrase contained In f.R. 15119, which exempts principal
administrative personnel, unless far more clearly defined, may lead to great con-
fusion in shaping State legislation.

3. We would urge that colleges and universities not be charged for benefits
paid 'for unemployment not ,directly caused by these institutions. We strongly
endorse the provision in Section 104 (b) which provides a form of self-inslrance
for non-profit organizations. -lowever, under the bill as It is now written, sueh
institutions would be liable for the payment of benefits to former employees who
might voluntarily terminate employment in order to accept new employment fit
profit enterprise and then involuntarily be released from this new employment.
We believe the House intended to relieve institutions of higher education of the
responsibility for compensating for unemployment not attributable to them. If
this is the case, we believe the Act should stipulate that such institutions are
responsible only for compensation benefits paid as a result of the direct actions
of the non-profit employer.

AMERICAN ELROTRIO POWER Co., INao.,Noto York, MV.Y., July 20, 1966.

Re: unemployment tax legislation.
lon. RusasLL B. LoNo,
U.S. Senate,
lVashington, D.C.

DEAR SENATOR LONO: The Finance Committee Is now holding hearings on two
unemployment tax bills, HR. 15119, recently passed by the House of Repre-
sentatives, and S. 1091. I am writing you In behalf of the American Electric
Power System companies to urge that H.R. 15119 be the vehicle for the new
law rather than S. 1991, and in particular, that "experience rating" should be re-
tained.

S. 1991 is similar to 1T.1. 8282, introduced in May 1065, for which, after
leligthy hearings and careful consideration, the Ways and Means Committee sub-
stituted H.R. 15119. The House passed H.11. 15119 by an overwhelming vote.

.R. 15119 represents a realistic overhauling, the first since the 1930's, of the
federal provisions relating to the combined federal-state unemployment taxe&
This bill raises, In future years, both the federal tax rate and the maximum
taxable wage base (which *111 lead to higher state wage bases) ; extends cover-
age to additional workers; provides for an extended benefit period, up to 18
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weeks, in time of recession, with- the federal and state government each pay-
ing one-half; Pnd provides, for the first time, for court review 'of adverse de-
cisions by the Secretary of Labor as to whether a state unemployment com-
pensation system ,conforms to the requirements of federal law.

Most important, H.R. 15119, unlike t.LR. 8282 and S. 1901, would not tAunper
with the present long-established system of "experience rating", under which,
by virtue of Sections 8302(b) and 3303(a) (1) of the Internal Revenue Code,
an employer may receive credit for state tax against the federal tax up to a
maximum 2.7% rate of state tax, even though he pays state tax at a "reduced"
rate less than 2.7%. This "additional credit" is now allowable only if the
reduced " state rate paid by. the employer is due solely to his good record of
employment stability. Experience rating is not only fair and equitable, but a
strong financial incentive for employers to make every effort to maintain stable
employment, and to keep layoffs and terminations of employment to a minimum.
I I attach a copy of a July 28, 1965 letter which I wrote to The Hlonorable
Wilbur D. Mills, Chairman of the Ways and Means Committee, whe74 that Com.
mittee was considering H.R. 8282, urging, as I am doing now, the retention of
experience rating.

I am sending a copy of my letter to you, with Its attachment, to all members of
the Finance Committee.

Sincerely yours,
DONALD C. Cook.

AMERICAN ET.nc'r.Io IPowF Co., INC.,Yew York, Y.Y., Jutly 88, 1965.
'Re H.R. 8282, unemployment taxes.

Hon. Winun D. MILLS,
HIme of Rcpretentatives,
Washingto^ D.O.

DEAR MR. ML.LS: I am writing in behalf of the American Electric Power
System companies to urge the deletion of those provisions of H.R. 8282, the
unemployment tax bill on which the Ways and Means Committee will shortly
hold hearings, which would eliminate or reduce experience rating as a factor
In determining the rate of state unemployment tax paid by an employer.

Unemployment taxes are imposed to provide, through regular contributions,
the moneys to pay benefits to indlv4duals who are currently unemployed and
to create and maintain a reserve from which payments may be made to those
,who become unemployed In the future. The moneys for this purpose are obtained
through taxes on employers. An employer has up to now been paying state
unemployment taxes at rates determined by the amounts of unemployment coin-
pensation, in relation to the size of his taxable payroll, paid in the past to
his former employees, which in turn have formed the basis for estimating the
future drain on the state fund which might be caused by future terminations
.of employment with him. An underlying concept of unemployment compensa-
tion laws has been that to the extent feasible, an employer Is to furnish, in a
regular and systematic manner, the moneys for paying benefits to individuals
-who worked forh fin before tbeyJbecame unemployed.

Consonant With this concept, unemployment laws have altrays given recognition
to the prit/ple of expcrienwe -ratg -that the rate of unemployment tax paid
by a particular employer shlold re ft h8 past and current record of employment
stability. This principle recognizes that an employer who has a heavy turn-
over of employees, which gives rise to large- relative unemployment compensation
payments to individuals who no longer work for him, pays a higher tax rate, as
a per cent of taxable wages, than an employer Who, again on a relative basis,
has few terminations of employment and whose former employees therefore
draw little unemployment compensation anti make a small drain on the state
fund. This is a salutary and Just principle and operates to encourage stability
of employment.

Present federal law not only recognizes but emphasizes the meritorious nature
and the importance of experience rating. Section 33=2(b) of the Internal Rey-
enue Code allows "additional credit" against federal tax for state tax up to a
maximum 2.7% state rate, even though the employer actually pays a "reduced"
(lower) state rate, provided the state law is certified by the Secretary of Labor.

'Only In a small minority of states do employees also contribute to the fund. American
Electric Power SyStem employees do not pay unemployment tax li any state.
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Section 3303 (a) (1) now provides that an additional credit with respect to a
reduced state rate of contributons shall be allowed only if the Secretary of Labor
certifies that no reduced state rate Is permitted to the employer "except on the
basis of his * * * experience with respect to unemployment or other factors
bearing a direct relation to unemployment risk during not less than the 8 con.
secutive years Immediately preceding the computation date".

Section 208'of H.R. 8282 would amend Section 3303(a) of the Code to permit
the additional credit against federal tax if state law permits a reduced rate of
coifrlbiitions, defined as a rate lower than 2.7%. In direct conflict with the
salutary principle of encouraging and giving recognition to stability of employ-
ment,' this proposed change in the law would eliminate experience rating as a
prmq-6vlsite for additional credit against federal tax without substituting any
other specific test.

Against the background of other provisions in H.R. 8282 which would increase
the cost of state unemployment compensation plans, elimination of the present
federal requirement that additional credit will be allowed only where the reduced
state rate is attributable to a good employment record would have the inevitable
tendency of causing states to reduce the present wide differences in rates which
turn upon the demonstrated unemployment risk, or even to impose a flat rate of
tax on all employers.

Section 208 of H.R. 8282 would not eliminate the incentive to states to permit
a rate somewhat Thss than 2.7%, since they would still have an interest in quail.
fying employers within the state for "additional credit" against federal tax.
The necessity of collecting sufficient unemployment taxes to meet the increased
benefit costs which would be caused by H.R. 8282 would create pressure on the
states to shrink greately the present differences in rates based on experience
rating.

The American Electric Power System companies pay unemployment taxes in
eight states. They have had a very stable employment record. High benefit
payments were made from many of the funds in these eight states in the recent
past, and some of these funds are not.yet bick to a satisfactory level. Never.
thele.s, the taxes paid in these states last year by the AEP System companies
r~11ect the stable employment record of our con~panies. For the year 1964, state
unemployment taxes paid by AEP System companies totaled $162,281. If our
companies had paid a rate of 2.7% in each of the eight states, applied to the
maximum taxable wage base, $3,000 in most of such states and with a high of
$3.600, our state unemployment taxes would have been $959,097, or almost six
times the taxes actually paid.

Unemployment is a matter of national concern, and in this connection the
maintenance of as stable an employment record as possible by individual em-
ployers Is of great importance. Present section 3803(a) (1) has fur4lshwd
employers a very real financial incentive to strive for ait increasingly smaller

number of lay-offs and other terminations of employment. Section 208 of I1.R.
8282 would remove this incentive.

The elimindation. of experience rating would be detrimental to the national
objective of reducing unemployment and employee turnover. It would be un-
fair to those employer who have striven to maintain stable employment. It
woild be a sharp and undesirable departure from the principle hitherto foi-
lowed of furnishing a financial incentive toward that end. Section $08 of H.R.
8 82 should not become law, and we urge its deletion from the bill.

Very truly yours,
DONALD C. COOK.

LssX-WEST HUDSON LABOR COUNCIL AFL-CIO,
Newark, N.J., July 20, 1966.

Hon. RUSSELL B. LONG,
Senate Finance Committee,
Wash ington, D.C.

DEAR MR. LONG: We urge your support for a strong U.C. Reform Bill and pro-
pose that your Comnittee revise the weak House Bill that has been passed.

We need your immediate cooperation and support to approve the U.C. Reform
Bill recommended by the AFL-CIO H.R. 8282.

May we request that our letter be printed In the record of the Committee
hearings.

Sincerely yours,
MATTHEW . STEVENS,

Eoeouitive Secretary-Treasurer.
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34AINE STATE FEDERATED LABOR 0OtUNCI ,

Bango , Mttine, JulI 21, 1966.
non. RussrLL B. LONG,
Chairman, (onmittee on Fi'ance,
U.S. Senate,
Washington, D.C.
D a SEATOn: I wish to take this opportunity to go on record concerning a

matter of great significance to the working men and women of the State of
Maine.

As President of the Maine State Federated Labor Council, unemployment
compensation is an area in which I have always taken a great interest.

After extensive research and thirty-one years of legislative experience, I find
that there are limitations and inequities in the Maine Employment Security
Act which Indicates to me a need for federal .,tandards and broad reforms if
the law is to realistically serve the purpose for which it was originally intended.

The Maine State Legislature is not qualified to delve into and solve problems
encountered in unemployment compensation legislation. They have neither the
personnel nor the research staff and fa'-ilities to act upou legislation concerning
unemployment compensation, yet the legislative juggling continues and the bull
is being dropped. Constantly.

The recommendations of the Maine Employment Security, Commission and the
legislation based upon those recommendations are too one sided and do not ade-
quately protect the worker. The worker needs fairer consideration and only
uniform federal standards will give it to him.

The Social Security Act of 1935 made each state responsible for its own mm-
employment insurance program. After reviewing the record, I was astounded
to find that not only Maine, but every state has a smaller weekly benefit, rela-
tive to wages, than was the case in 1939. At that time benefits received by the
unemployed worker in Maine amounted to 70% 0A his wage. Today the figure
is closer to 30%.

This seems grossly incompatible with the needs of the people. After twenty-
seven years it seems we should have made more progress thatn that in protecting
the earnings of our workers. The need to stop the competiton and apply fed-
eral standards for the amountof weekly benefits is obvious.

A. further glaring inequity may be found in the -duration of benefits received.
In 1959, 20%, or 6415 unemployed workers in the Stgte ofMaine exhausted bene-
fits. This was an increase of 134% over the previous year,. The 20% exhaustion
rate of 1959 continued until the 1964 upsurge of the economy.' Although bene-
fits in Maine presently cease after a maximum of twenty-six: weeks, valid com-
plications cause many workers to remain unemployed after the cut off period.
The only alternative has been the relief rolls, We need federal standards for
the duration of weekly benefits and an additional twenty-six weeks of federal
benefits if we expect to adequately meet the needs of the unemployed worker
and his dependents.

In speaking and corresponding with rank and file union, memthrs I have ob-
tained information which I feel should illustrate some of the personal disaster
suffered by Individuals in the State of Maine, due to, the present standards of
disqualifications. What is distressing is not only the number of disqualifications,
but the reasons.

In one Instance a pipefitter from Norway, Maine, was disqualified for simply
telling the truth. Unemployed, the worker was referred-to work iv Bucksport.
Unable to leave his wife, a victim of emphysema for fifteen years, he declined.
When applying for unemployment compensation, the worker answered truth-
fully when askedif he had been offered employment. He was disqualified. Al-
though the individual bad good personal cause, his truthfulnese disqualified him.
The present law has undoubtedly made liars out of good men who are fearful of
a similar occurence.

In Skowhegan, Maine, a young woman working for a supermarket chain wrote
me asking what she could do about being disaqualifled. She had re-located. at
the request of the company, in Augusta. After two weeks, due to her Childs
illness, she had to resign and return to Skowhegan. She was disqualified.

Some of the letters I have received express not only the hardshils imposed
upon disqualified workers, but the workers inability to comprehend why the
people who need it most are denied this compensation., They feel unemployed
poor personally discriminated against and too often for good reasons.
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It is my hope the committee ,to the Senate will recognize the needs of the un-
employed and not alloWthem to" be uttlizLd merely as pawns in the competitive
w o r l d o f i n d u s t r y . . .. .. ..

I feel it only just that in this, the greatest nation on earth,- the unemployed
worker should have a better alternative than 'hunger or despair. I, therefore,
urge the approval of the strongest possible unemployment compensation reforms.

It is high time that pressing needs of the working men and women of this
nation are realized and met. , In this, an age of transition, we must not forget
the human factor. It we do we perpetrate a grave injustice against this na-
tions greatest asset, its workers.

Most sincerely,
BENxAMIN J. DoRay, President.

Mississipi AF-CIO,
Jackson, Miss., July 19,1966.

Hon. RussELL B. LONG,
Chairman, Committee on Finance,
U.S. Senate, Washington, D.C.

DEAR SENATOR LONG: I have recently been advised that the Senate Finance
Committee is currently conducting hearings on proposals for unemployment com-
pensation reform. Specifically, I understand that your committee is pvesently
considering SB 1991 which provides federal minimum standards.

l'lease be advised that the-Mississippi AFL-CIO is In favor of this bill and
urges your Committee to give it a favorable report. Many unemployed workers
in this state are consistently denied compensation under the existing law and
the only way this can be overcome Is to strengthen the Federal Act.,

Employer and other groups in Mississippi have succeeded in virtually emas-
culating the Employment Security Act In recent years. All of this has been
done under the guise of making the state more attractive to industry. The
gimmick is low tax rates. In order to keep tax rates low, weekly benefits are
held down and workers are denied compensation for various and sundry reasons.
Frankly, we feel the only answer to this problem is to strengthen the Federal
Law. We certainly hope your Committee can come out with a bill that will
eliminate these evils at the state level.

I will be happy to furnish your Committee with affidavits of individuals
who have -been victimized, If such a need exists. I would also like to request
that this letter be made a part of the record.

Sincerely yours,
CLAUDE RAMSAY, President.

TRANsPORT WORKERS UNION OF AMERICA,
New York, N.Y., July 20, 1966.

Hon. RUssELL B. LONe,
Chairman, Committee on Finance,
U.S. Senate, Washington; D.C.

DEAR SENATOR LON G: On behalf of the Transport 'Workers Union of America,
AFL-CIO, I wish to go on record as strongly supporting the enactment of H.R.
8282 and its companion Bil1 S. 1991 in order to provide urgently needed Improve-
ment in unemployment compensation benefits to millions of workers throughout
the United States.
-'Our Union represents ihany thousands of workers employed on local passenger

transportation systen#i, airlines, railroads, public utilities, universities, and re-
lated industries, 'situated in many different states throughout our cotuitry. We
know from firsthand experience that existing unemployment compensation l&ws
are grossly inadequate. It omI.o 1 aw

In most states, unemployment compensation laws are obsolete and reflect a
system of benefits designed to meet the s. tandard of living of the era of the Great
Depression in the 1930's. Such benefits have not kept pace with the huge in-
crease in living "costs and do not reflect credit on out Nation in 'the era of 'the
Great Society. I

In recent years, automation has had a sharp impact 'on the Industries repre-
sented by our Union as well as upon other major industries in the United States.
Some of the ravages, of automation can be lessened and the econoniic plight of
affected workers alleiated through the enactment of H.R. 8282.'
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I do not suggest that enactment of H.R. 8282 will eliminate all of the economic
dislocations and hardships resulting from unemployment. However, this Bill
does represent a step in the right direction and constitutes the, minimum measure
necessary to correct long-standing inequities in the administration of unemploy-
ment compensation benefits throughout the United States.

_Very truly yours,
MATTHtEW GUINAN,

International Prsv8ident.

KANSAS STATE FDERATION OF LABOR, AFL-CIO,
Topeka, Kans., July 18, 1966.lion. RUSSELL, B'. LONG,,"

Chairman, Committee on Finance,
U.S. Senate, Washington, D.C.

DEAR SENATOR LONG : The officers and members of the Kansas State Federation
of Labor are extremely interested in legislation that will establish minimum
standards in unemployment compensation and in Improving some of the benefits
the unemployed worker so properly deserves.

We earnestly appeal to you to lend your support to S. 1991, the bill that was
Introduced by Senator Eugene McCarthy and fifteen other senators. Our. mem-
bers who work In more than one state continuously Involved with variations of
the Unemployment Compensation Law, in each of the states where they have
experience. A few of the variations are: qualifications for benefits, variation in
the amount of compensation allowable, disqualification variations, number of
weeks of eligibility, and the Inadequate amount of benefits provided as compared
to the loss of Income.

The bill introduced by Wilbur Mills, HR 8282, provided for minimum Federal
standards and improvements In the law that we subscribe to, although the bill
that passed the Hoplse was so watered down that It Is totally inadequate. We
are therefore trusting that the Senate Finance Conunittee of which you are Chair-
man will report a bill to the Senate Floor which will provide broader coverage
to include employers with one or more employees; workers in non-profit insti-
tutions; establish a formula for raising the maximum benefit to % of the average
weekly wages of the respective states; extend the benefit period by an additional
26 weeks; provide uniform methods of qualification; and standardize or make
uniform disqualification penalties in cases where the worker quit voluntarily.
was discharged for misconduct or refused suitable work.

Surely the Congress will give these needed amendments favorable considera-
tion which would eliminate the jungle of confusion that the present 50 laws
create nationwide. The unemployed worker is dependent upon the U.S. Senate
and House of Representatives for Improvement In our Unemployment Compensa-
tion Laws due to the failure of the respective states to assume the responsibility.
through legislative procedures of working Out any guide of uniformity between
the states and keeping the maximum benefits in pace with the economy, and ex-
tending the benefit periods to correspond with the needs of unemployed persons.

I hope these remarks will be carried in the record of the hearings for your
committee.

Respectfully yours,
F. E. BLACK,

Executive Secretary,

AMERICAN FEDERATION OF MUSICIANS OF THE

UNITED STATES AND CANADA,
New York, N.Y., July 20, 1966.

Hon: RUSsELL B. LONG,
Chairman, Senate Finanfe Committee,
U.S. Senate, Washington., D.C.

DEAR MR. CHAIRMAN: Permit me to address you and your conferees-for the
record of the current hearings on S. 1991-in behalf of the approximately 250.01
members of the American Federation of Musicians, AFL-CIO.

Our musicians, by the very nature of their transient employment, are aationg
the most adversely affected workers coming under present provisions of tile
unemployment compensation act. We sorely, need the reformsproposed In the

65-992---66------47
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bill introduced by Senator McCarthy and 15 co-sponsors I stress, on behalf of
this, the largest of all -utertainment unions, the dire need for uniform Federal
standards, for the weekly benefits as set forth in the so-called McCarthy proposal,
and for the specified duration, plus a minimum of 26 weeks of extended Federal
unemployment compensation benefits.

These reforms are minimal to satisfy a crying need for modernization of the
basic principles of job insurance and protections. Our musicians wero among
the first to feel the damaging impact of automation, and we have always been
and -shall be subjected to shifting venues of employment.

Therefore, may I cite for the record urgent need of the added job protections,
as proposed.

May I ask, Mr. Chairman, that you include this petition for relief by all pro-
fessional musicians, as a part of the record of the current unemployment
compensation hearings.

Sincerely,
HERMAN KENIN, President.

INTERNATIONAL BROTHERHOOD OF ELECTRICAL WORKERS,
Wa8hington, D.C., July 21,1966.

Hon. RUSSELL B. LONG,
Ch a irman, Committee on FPinance,
U.S. Senate,
Washington, D.C.

DEAR SENATOR. LONG: This Is to state the position of the IBEW, which repre-
sents more than 820,000 members, on the very Important Unemployment Com-
pensation Issues now before your Finance Committee. Members of the IBEW
have not been exempt from the excessive unemployment that has plagued our
country in the last several years. Many of them, faced suddenly with loss of
employment, have been hard put to support their families on the totally inade-
quate Unemployment Compensation benefits available to them in their states.
And in too many cases, even these Inadequate benefits have been exhausted before
they were able to return to work.

On their behalf and on behalf of all working men and women I want to make
this statement In strong support of a meaningful Unemployment Compensation
bill, such as S. 1991, which will provide a fair measure of protection for the
unemployed. I ask that this communication be made part of the record of the
Committee hearings now in progress.

First, we favor the broader coverage in the bill which would extend protection
to five million workers now denied any Unemployment Compensation benefits
at all. ,

We urge approval of uniform Federal standards providing minimum benefits
equal to two-thirds of the state's average weekly wage for not less than 26 weeks,
plus an additional 26 weeks of extended Federal benefits for the long4erm
unemployed with a record of firm attachment to the labor force. Federal stand-
ards will put 'the states on a more even basis. Workers'in similar situations will
be treated more equitably regardless of which state they live hi. And the
difference in state tax rates due to the uneven quality of state laws would be
narrowed. This would discourage states from trying tod Improve their position
for industrial development by sacrificing their unemployment insurance systems.

We feel the tax base should be raised substantially, since It now covers only
about half of payrolls. One reason the unemployment Insurance system is short
of funds Is because of the out-dated taxable wage base, which has not been
changed since 1939.

Finally, we feel that states Should not be allowed to withhold benefits longer
than six weeks in cases of disqualifying acts. After that time they should have
to reexamine the case to see if the worker Is still voluntarily unemployed. If he
Is able to work, available for work and seeking work, he should then be entitled
to benefits.

The provisions of S. 1991 are long overdue amendments necessary to strengthen
the unemployment insurance program. Because of all the present limitations In
coverage, benefits and eligibility we feel that our members do not have as good
protection now as they did many years ago when this program was in Its infancy.
Wage Insurance today compensates a much smaller proportion of the unem-
ployed worker's wage loss than it once did.
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We are pleased that your Committee is making a review of these developments.
We strongly and sincerely urge Committee approval of the provisions of S. 1991.

Thank you forthis opportunity to submit our views.
Very truly yours,

GORDON M. FREEMAN,
International President.

NEW YoRK STATE AFL-CIO,
Albany, N.Y., July 22!, 1966.

Senator RUSSELL B. LONo,
Chairtnan, Senate Committee on Finance,
U.8. Senate, Washington, D.C.

DEAR SIR: The New York State AFL-CIO representing more than two million
organized workers in New York state wishes to go on record in support of amend-
ments to the Federal unemployment compensation program as embodied in the
bills S. 1991 and HR 8282.

It is our position that such legislation is badly needed to correct inequities
and failures in the New York unemployment insurance system. It takes but the
simplest arithmetic to realize that this system falls far short of the needs of our
economy and our under-employed:

1. According to most recent statistics published by the New York State Divi-
sion of Employment (Employment Trends, May, 1966) the total unemployment
in May 1966 amounted to 325,000 or 4.1% of the state's labor force. This figure
is obviously too optimistic since it fails to reflect an invisible army of unemployed
composed of those people who were forced out of the labor market some time
ago, who are willing and able to work but have become too discouraged to search
for a job. Adding this "invisible army" to the official statistics would raise the
unemployed to some 500,000 or 6% of the total labor force. However, in the same
month of May, 1966, only 132,500 persons received unemployment insurance
benefits, thus leaving some 60% of the unemployed entirely outside the protec-
tion of the law. This is due to a number of reasons: lack of coverage of many
workers, exhaustion of benefits, harsh eligibility and disqualification rules, to
mention only a few.

2. The erosion of our unemployment insurance program is especially visible
in the area of benefits. In 1939, the national average weekly wage in jobs
covered by unemployment compensation was a little over $25. Most states-and
New York was among them-provided maximum benefits of $15, which was then
60% of the average weekly wage. The weekly wage loss suffered by the unem-
ployed person receiving the benefit was about $10 a week.

In 1965, the New York State average weekly wage in covered employment was
about $120. Thus, the maximum benefit of $55 is only 46% of the average
weekly wage as contrasted to 60% in 1939. The unemployed worker who is
fortunate enough to receive the maximum benefit still will suffer a weekly wage
loss of $65 or more, as contrasted with a $10 loss in 1939.

Neither does our unemployment insurance system adequately meet its proper
role as a preventive of poverty. The war oi poverty has used a rough average
of $3,000 a year for a family of four as the pivotal measure below which poverty
should be assumed." Reduced to a weekly figure, this would reluire an income
of more than $57 a week for the elimination or prevention of poverty. -However,
the average full-week unemployment benefit In May, 1966, was only $41.49 (New
York State Division of Employment, Operations. May.' 196, p. 19). which is fa r
below the out-of-poverty level for the overwhelming majority of the unemployed,
especially in view of the fact that in that month only 32% of new beneficiaries
were eligible for the maximum rate of $55 (Division of Employment, Weekly
Summary of Key Statistics, July 7, 1966).

3. The New York State unemployment insurance law is one of the harshest
in the nation with respect to depriving workers of benefits through disqualiflea-
lion procedures. In cases of voluntary separation without good cause, refusal,
of suitable work or misconduct, the payment of benefits is stopped until'lfter
the particular worker either works for at least three days in each of four (lftr-
eat weeks or else until he earns at least $200.

Thus this harsh, abrasive and vindictive provision of ihe law pu i.bhe.q the
employed worker even when his continued unemployment ceases to be a matter
of his own doing and becomes the result of economic dislocations over vhich he'
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has no control. No wonder that the number of disqualifications increased in
New York state from 385,871 in 1959 preceding the year when the new dig-
qualification provisions of 1960 were put Into effect, to 428,987 in 1965, which is
Utterly inconsistent and inappropriate to a sound social security program.

4. The present structure of the New York state provision for 26 weeks of
maximum duration of benefits is clearly inadequate. The bills S. 1991 and iR
8282 provide a minimum of 26 weeks of benefits with 20 weeks of employment and
a maximum of 26 weeks of federal benefits to supplement those provided by the
states. These changes are necessary to reduce the excessive number of ex-
haustees which totaled 17.4% of all beneficiaries in 1965.

The continuing large number of persons exhausting benefit rlghts--121,218 in
1965, 152,208 in 1964, 166,945 in 1963, 153,000 in 1962 and 207,000 in 1961--.learly
Justifies the extension of benefits.

The proposal to establish Federal unemployment adjustment benefits is ur-
gently needed to deal with the problem of long-term unemployment, especially
in areas of substantial and/or persistent unemployment. According to most
recent official statistics of the U.S. Bureau of Employment Security (Area Trends
in Employment and Unemployment, March, 1966), there are in New York four
labor areas of substantial unemployment and eight areas of persistent unemploy-
ment. The impact of technological and economic changes on these areas is such
that 26 weeks of benefits are not sufficient to enable displaced workers to find
alternative employment. A U.S. Department of Labor study of claimants who
exhausted benefits under the TEUC program, 1961-62 (Special TEUC Report
No. 2 BES No. U-225--2, Feb., 1965) found that in New York state 72% of the
exhaustees were still unemployed after exhaustion of extended benefits under
the TEUC program.

Clearly, a period of 26 weeks in addition to the duration by state law is essen-
tial to provide the measure of protection which the long-term unemployed need
to help meet the difficulties facing areas where alternative jobs are difficult if
not impossible to secure.

In view of all these and other shortcomings of our state unemployment insur-
ance system, we most emphatically favor the intent and provisions of the bill
S. 1991. It will extend protection to thousands of workers not now covered,
establish a Federal program for the long-term unemployed, provide minimum
standards for benefits and duration, set up uniform standards for eligibility and
disqualifications, Increase the taxable wage base so as to obtain a more equitable
and adequate financing of the system and provide additional Federal funds to
assist the states.

Unfortunately the bill HR 15119 which passed the House of Representatives
does not meet the objectives of the original bill to extend apd improve the un-
employment compensation program. For that bill fails to provide for Federal
unemployment compensation standards, reduces the number of employees to
whom new coverage would be extended, cuts the original wage base proposal
from $5,600 in 1967 and $6,600 in 1971 to $3,900 In 1969 and $4,200 In 1970 and
does not contain the supplemental benefits provision which would extend benefits
for an additional 26 weeks and Instead provides for only 13 additional weeks
restricted to times of unusually high national unemployment.

We therefore earnestly urge this committee to report a bill to the floor of the
Senate which would restore the objectives of the original bill and make our un-
employment insurance system responsive to the needs of our times.

We also respectfully request that this statement be made a part of the hearing
record on the respective bills before your committee.

Sincerely yours,
RAYMOND . CORBETT, President.

HAWAII STATE FEDERATION or LABOR, AFL-CIO,
Honolulu, Hawaii, July 20,1966.HOn. RUSSELL B. LONG,

Chairman, Committee on Finanwe,
U.S. Senate,
Washington, D.C.

DEAR SENATOR LONgO: On behalf of more than 30,000 members of the AFL-CIO
in the State of Hawaii, I would like to express our feelings on H.R. 8282 and S.
1991-IUnemployment Compensation
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The Hawaii State Federation of Labor, AFL-CIO wholeheartedly endorses the
above two bills. The State of Hawaii is most fortunate that it currently enjoys
the lowest unemployment percentage in the United States. However, many of
our working men and women have experienced hardship and personal embar-
rassment in trying to receive unemployment compensation which is justly due
them.

It is most difficult to explain to children in our State or any of our Sister States
why there is no meat or bread to go along with rice or potatoes. When the need
arises for a member of the rank and file to depend on the benefits of the UC
program, it matters little what part of the country you live in. We cannot stress
too strongly the need for uniform federal standards for the amount of weekly
benefits; the duration of weekly benefits; uniform disqualification penalties; and
a minimum of twenty-six weeks of extended Federal UC benefits.

We feel that implementation of a strong and just UC program would strongly
enhance the President's Poverty Program, which we strongly endorse.

We would like to emphasize the point that in any legislation passed regarding
UC programs, that any new federal legislation must not reduce the standards
established by a State when that State's UC program is higher than the minimum
payment program established by Congress.

We respectfully request that our position on H.R. 8282 and S. 1991 be printed
in the record of your Senate Finance Committee.

Sincerely,
Goiwor H. BvAcH,

EBeoutive Secretary-Treasurer.

NEW MEXIcO STATE AFL-CIO,
Albuquerque, N. Mex., July 20, 1966.

Hon. RUSSELL B. LONG,
Chairman, Committee on Finance,
U.S. Senate,
Washington, D.C.

DEAR SENATOR LONG: It is my understanding that the Committee on Finance
will be meeting soon concerning Unemployment Compensation.

Some of the problems that we run Into in the State of New Mexico concern
denial of payment to a claimant for sundry reasons, therefore, forcing the
claimant to go to an Appeal Board. In some cases it has been felt that the hear-
ing officers or possibly the judges do not hear the case of the claimant with an
open mind, rather, that they are "Employer Orientated".

It is the feeling that possibly some broader rules to collect payment could be
effected. Our minimum rate in our State Is $36.00 per week, with a maximum of
$1080.00 or thirty weeks.

We feel it Imperative that these rates be brought up, however, this is a matter
for State Legislature to act upon.

If it would be possible for the Federal Government to subsidize in weekly bene-
fits and also in length of benefits it certainly would be to the advantage of the
working man, because the way that benefits stand today and the concern of this
nation and the poverty program, we can certainly see that these benefits put the
worker and his family In a substandard poverty program.

It is our sincere desire that your Committee would be able to make great
strides in improvement of Unemployment Compensation.

I would request that this letter be printed in the record of Committee hearings
and If there should be any further information that we could give you from this
office, please do not hesitate to advise.

Sincerely, -MO
- (Mrs.) BILLIE. L. SPONSELLF_ , President.
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VIRGINIA STATE AFI,-CIO.
Richmond, I'a., July 20, 1966.

Mr. ToM VAIL,
General Counsel, Senate Finance Committee,
Senate Oflee Building,
Washington, D.C.

DE., MR. VAIL: On behalf of the Virginia State AFL-CIO I would like to
submit for the record the following statement In support of S.B. 1991. I might
say that a similar statement was made by me before the I-louse Ways and Means
Committee where a record is available of my statement.

We support the purposes and provisions of H.B. 1911, and I will describe some
of the experiences we have had in Virginia that have led us to this position.

First, I would like you to direct your attention to the climate of feeling and
concern that settles over a state legislature when it grapples with such matters
as state protective labor legislation. At such times there are many concerns
that rise to the surface in addition to the objectives of the law under considera-
tion. The state, rather than thinking itself one of many, becomes Insular, self.
preoccupied, and concerned with Its competitive position. It has been pointed
out to your committee that this preoccupation is what inhibited states from
venturinginto the field of unemployment insurance In the first place-a hesitancy
that was not broken until Congress paved the way with the Social Security Act.

From your vantage point of concern with national problems, it may seem
difficult td understand, but I assure you from my experience with state legisla-
tion that these pressures are still with us year after year. Every time the
question of unemployment benefits for workers comes before the legislature, there
arises a smokescreen of concern over the effect any changes will have on employer
tax rates, over the state's industrial climate, over business incentive to enter
and expand in Virginia. With this line of reasoning, It is possible to justify
the weakest benefit provisions. the tightest eligibility requirements, the most
severe disqualifications. The state officials who are responsible for the adminis-
tration of the program seem to us, in their re(onunendatons to the legislature,
more concerned with low tax rates than with the plight of unemployed workers
who come through their doors. By their standards, it should be a matter for
Joyous -celebration that we have now the lowest unemployment Insurance tax
rate of any state in the United States.

It Is true that Virginia Is enjoying relatively good times, and we have no
objection to. lower tax rates when the full standard 'rate is no required for
funding purposes. But It should be a matter of concern to officials In Virginia
that the rapidly disappearing unemployment Insurance tax is not only a reflection
of employment levels, but Is also a reflection of our benefit structure. Our
weekly benefits are among the lowest in the country; the duration of our benefits
Is among the shortest of all the states; our disqualification penalties rank with
the most severe In the United States; and our test of attachment to the labor
force has the distinction of being the most limited and restrictive of all.

I do not see any prospects for change in this situation so long as the test for
success is "how much cheaper can we make the Virginia law than that in any
other state?" By such a test our law Is a complete success. Unless the Congress
defines what the objectives of the program are, benefit adequacy will have little
influence on the public policy in our state, being completely subordinated to these
other considerations.

I do not want to leave the Impression that this attitude toward unemployment
insurance Is of recent origin. It has not been invented suddenly. It has been
made operative in little bits and pieces over the course of many years. When
the Virginia State AFL-CIO points out that benefits are falling far behind the
movement in wages, an accommodation is worked out in iilhch a small and
insufficient adjustment in the maximum is made but at the same time a more
restrictive wage qualifying requirement or disiialifi.atim provision is also
added. There is no doul)t that our law has evolved; It has changed with the
times. It ha,; changed so that benefits have become a smaller and smaller l)art
of wages lost and fewer and fewer people can qualify for benefits.

In the beginning the maximum in Virginia was only $15 but this was 74 pox-
cent of the average weekly wage in the state. Yes, the maximum has been
adjusted upward six times until it is now $42, but that $42 is only 46 percent of
the average wage. The measure of decline in our benefits as wage insurance is
from 74 to 46 percent.

We urge the committee to enact the benefit provisions of S.B. 1991. By setting
the maxinmin at two-thirds of the average weekly wage, this bill will go a
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long way-not all the way-but a long way toward restoring the original wage
insurance principle that has all but disal)pearedl in Virginia.

A great deal is currently being made of the prosperity in Virginia and when
many people are working there Is a general feeling of well-being. However, this
feeling is not shared by all and we cannot forget that last year almost 15,000 peo-
ple among the unemployed, who had been fortunate enough to establish their
eligibility for benefits, still could not find a job before their benefits ran out.
A major reason for this is simply that the benefit duration Is too short-in our
state we cut off benefits as early as the two or three states with the most
restrictive duration provisions in the United States. The typical worker who
uses up all his benefits has been cut off after 16 weeks. It is true that some
workers can qualify for 26 weeks, but there is another provision that limits total
benefits to only one-fourth of base period earnings, and it is this formula that
cuts many workers off with less than 26 weeks. We urge your support of the
duration standard in S.B. 1991 because it will require that our law be brought
more in line with others that provide 26 weeks of benefits for most of their
eligible claimants.

I know personally a lot of workers in Virginia who have tried to make out on
unemployment insurance which averages about $27 a week. I can assure the
committee that when you have tried to keep body and soul and family together
on that little for 18 or 19 weeks, and then you have your benefits cut off
altogether, you are well on your way to the poorhouse. You are getting ready to
join the poverty war on the wrong side of the battle line.

I must again repeat that despite this sorry record of performance, the unem-
ploymepmt Insurance program in Virginia is widely regarded as a success because
the only tRat of -success that is being applied to it is how little does it coet?

In 1964 a whole series of amendments were offered and the package, as. a
whole, was about typical: a two dollar raise in the maximum, and two week raise
in the duration for some persons. Offsetting this, however, were provisions
that dropped lower paid workers at the bottom of the benefit schedule, and other
provisions that tightened the wage qualifying requirement so that many people-,-
we were never told how many-would not be able to qualify for benefits. The
effect of those last two requirements was to eliminate from entitlement workers
in whole segments of our economy.

Virginia went further than any other state, possibly excepting Wyoming, in
limiting the definition of who is in the work force. The law was amended to
require that base period earnings be as high as 46 times the weekly benefit
amount. It hasn't taken long for the effect of those changes to become apparent,
and I must emphasize that these changes had the support of the state officials
who administer the system.

One group of workers knocked out of the program were those in the tobacco
fields. Most of them do not have any opportunities for employment except work-
ing in tobacco. They work two or three quarters of their base year in tobacco
and make anywhere from $700 to $1500. This is their income for the year.
Thata is why they are poor people from any definition of poverty that has been
developed by the Council of Economic Advisors, the Office of Economic Oppor-
tunity. or the Social Security Administration. At the very time when we are
concentrating nationally on the problems of poverty, the state of Virginia set
about, without making explicit even its objective, to eliminate these people from
any claim on unemployment insurance.

I have submitted to the Ways and Means Committee of the House of Repre-
sentatives. many copies of claims of these people from time neighborhood of Dan-
ville, Virginia. They used to draw benefit . but now, thanks to the requirement
that their bmse year earnings be 46 times their weekly benefit amount, they are
denied benefits. Here are four examples for your records:

Earnings Base period
earnings

Name required to
High quarter Total base qualify

period

. 0. Stokes ---------.--------------------------------------- $,560.98 $1,012.68 $1.05.8
M. M. Hampton -------------------------------------------- 685. 05 1,190.00 1,298
L. M. Fltrgerald -------------------------------------------- 81.54 1,429.00 1,518

. Peters ----------.----------------------------------- 77F, 49 1,471.47 1.47"2
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In every case the worker has earnings in three quarters. In every single one
of these cases the worker cannot qualify in Virginia but lie could qualify in all
surrounding states and in most other states of the United States. To disqualify
workers with this amount of earnings, spread over so large a part of the year, is
to make a mockery of unemployment insurance. I hope the committee will study
these records because they show clearly the need for federal standards on the
earnings qualifying requirements. In all these cases if S.B. 1991 had been in
effect and Virginia were in compliance, these individuals would have qualified
for benefits, as indeed they should under any fair definition of attachment to
the labor force.

In closing may I thank this committee for allowing us to submit this statement
in support of Senate Bill 1991.

Sincerely yours,
I. B. BoYD, Progident.

WEST VIRGINIA LAnOR FEDERATION, AFL-CIO,
Charleston, W. Va., July 21,1966.

Hon. RUSSELL B. LONG,
C6havirman, Committee on Finanwe, U.S. Senate,
Washington, D.C.

DE&R SENATOR LONG: On behalf of. the workers of West Virginia, I want to
briefly plead the case for realistic and much needed reforms to the Unemploy-
ment Compensatica Act. I know of no other piece of state legislation which so
vitally affects wage earners and to which this Federation has directed more
effort toward trying to improve over the past ten years than unemployment
compensation; yet, as the record will show, to little avail.

What began as a wage-related benefit has now become little more than a
token effort to replace a minor percentage of the worker's wage. The follow-
Ing table Is ample proof of the deteriorating quality of the wage loss concept
In West Virginia since 1940.

Average weekly wage replaced by maximum unemployment compensation weekly
beiwflt-1940 to 1965 in 5-year inorements

Maximum
weekly Percent of

Year Average unemploy- wages
weekly wage ment corn- replaced

pensation
benefit

1940 .......................................................... $25.78 $15 8.2
1945 --------------------------------------------------------- 43.92 20 45.5
19050 --------------------------------------------------------- 8.78 25 46.8
15- .......................................................... 78.22 80 38.4
1960 .......................................................... 91.06 30 32.9
1965 .......................................................... M.82 8 2 4

It is quite evident from these figures that the percentage of average weekly
wages replaced by the maximum weekly benefit has decreased bt 25.8 percent in
the past twenty-five years. If the current average weekly benefit of approxi-
mately $24 is used in this computation, then the decrease would obviously be much
more severe.

Needless to say, the average wbrker who is laid off through no fault of his
own can expect to decrease his living standard and that of his family by a
staggering 67.8 percent. We believe this sacrifice is too great for innocent vic-
tims of a fluctuating economy or technological change to endure. In addition,
It fails to provide the buying power that may be badly needed to bolster a
sagging economy was the case in West Virginia in the late fifties and early
sixties.

The second point which vitally affects the workers in our state is duration
of benefits. Currently, the state act provides for twenty-six weeks at the bene-
fit level for which the worker qualifies. Under the conditions which prevol
in West Virginia and throughout most of Appalachia, this time is simply not
adequate to provide protection against the economic hazards of unemployment.
The changing technology of old established industries and the technical and
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skill requirements of new industries in our state frequently deprive older workers
with an obsolete skill and young workers with no skill of employment opportu-
nities for many months and years. Thus, many proud workmen who have made
a substantial contribution to the economic development of the state and nation
are forced to accept Jobs below their capabilities or depend on gratuitous help.
Such alternatives offer little hope to either the old or the young and certainly
cannot in the long run be good for the economy. More time is needed for workers
in this category to develop their own alternatives or for the economy to re-
spond to other factors and forces.

The third point on which I would like to comment is the extension of cov-
erage to thousands of workers in West Virginia not now covered. Over the
years, hundreds of calls have been received In my office by workers who had
been denied benefits because their employers were not covered. There can be
no sound social or economic reason for denying coverage to any worker who is
part of the permanent workforce and who depends on his wages to feed, clothe
and house his family. The time for relegating these workers to second class
citizenship Is long passed and we would hope that Congress, in its wisdom, will
end this Inequitable condition.

There are other sections of the proposed legislation dealing with funding,
disqualification, etc. which, if enacted, will correct several inequitable and un-
realistic provisions of the West Virginia Act. We would urge favorable con-
sideration of these proposals also.

We respectfully request that the Committee give every consideration to the
humane aspects of this legislation as well as the economic and that this letter
be made a part of the record of the Commitee hearings.

Very sincerely,
MILES 0. STANLEY, President.

MISSOURI STATE LAJiOR COUNCIL AFL-CIO,
Jeff eron tty, Mo., Jily 20, 1966.

Hon. RussELL LONG,
Chairman, Committee on Finances,
U.S. Senate,
Senate Office Building,
Washington, D.O.

DEAR SENATOR Lono: In behalf of the membership of the AFL-CIO amd other
trade unionists In Missouri, we desire to express some opinions on and improve-
ments in the unemployment compensation program. We hope that you will
incorporate provisions In the bill before your Committee that will improve the
program of employment security throughout the several states.

First, we think there is a definite need for some uniform standards that will
provide at least a minimum of assurance to unemployed persons that when they
are out of work, through no fault of their own, and actively and earnestly seek-
ing work, they would receive benefits during the period of their unemployment
and related to their earnings while employed. Unfortunately, unemployment
benefits in Missouri do not bear much resemblance to the earnings of the
worker.

Secondly, we think the present program should eliminate a fixed dollar ceiling
and replace that with a variable benefit formula bayed on a percentage of the
worker's earnings. We think this percentage should be 06 percent. Average
weekly wages in Missouri under employment security is !11.39. We have a
ceiling of $45, but the average weekly benefit paid is less than $38, slightly
more than 33%. percent of the average weekly earnings.

Third, we think there should be a uniform duration of weekly benefits.
Fourth, we think there should be an extension of benefits mau!o possible

through a federal fund, beginning with the 27th week of uneinploympi.t that
would extend to the 52nd week of unemployment. Such long term benefits, are
necessary where Jobs disappear through automation, or plant transfer. Farther
they would be helpful to the economy in recession periods.

We earnestly hope that your Committee will give serious consideration to the
above subject matter by incorporating same in a bill.

With best wishes, I am
Respectfully yours,

JOHN I. RoLLINOS, President.
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STATEMENT OF TriYE TAYLOR, GENERAL COUNSEL OF THE SOUTHERN STATES
INDUSTRIAL COUN 9IL

At a meeting held at Sea Island, Georgia, on May 23-25, 1960, the Board of
Directors of the Council unanimously reaffirmed ' the following statement:

"Unemployment and Workmen's Compensation. The states should have lati.
tude in the solution of unemployment problems peoullar to their localities. The
Council strongly opposes any federalization of the unemployment program or
Workmen's Compensation program, including federal payment of benefits or
the imposition of Federal standards for the payment thereof."

We should like to concede at the outset that the bill passed by the House
(H.R. 15119) represents many and great improvements over the administration
bill (H.R. 8282). For example:

The administration bill would have established .Federal benefit standards,
both with respect to amount and duration, to which all state systems would have
been required to conform.

The administration bill would have prohibited a state from disqualifying a
worker from receiving benefits for a period longer thai 6 weeks, except for ex-
treme cases, limited to the filing of a fraudulent uitemployment insurance
claim, the conviction of a crime in connection with his work, or a labor dispute.
A worker could no longer have been disquallied from benefits for misconduct
on the Job, voluntarily leaving his job, or a refusal to accept suitable work.
In such cases, the maximum penalty was a suspension of benefits for 6 weeks.

In the administration's bill the, experience rating system--essential to the
insurance concept-would no longer have been required as a basis for granting
the credit against the federal tax.

All of these proposed changes were rejected by the House. 11.11. 15119 does
not prescribe benefit standards, or make any substantial change in the provl-
sions with respect to disqualification. States are permitted to etsablish benefit
and eligibility standards without federal control. The experience rating con-
cept is retained.

For workers who exhausted 26 weeks of state benefits, the administration's
bill automatically provided an additional 26 weeks of benefits irrestpective of
the state of the economy. For 20 weeks of work, a worker could receive 52
weeks of unemployment compensation. The unemployment insurance system
would have been converted from an insurance program-where benefits are
related to the amount of covered wages--into a welfare program, The Corn.
mittee bill provides for 13 weeks of extended unemployment compensation
during periods of recession, either within the state or nationality.

Perhaps the most constructive departure of all from the administration's
bill is the provision for judicial review of determinations by the Secretary
of Labor with respect to the qualifications of state plans of unemployment Insur-
ance. For the first time a state, threatened with the loss of the tax credit by
arbitrary action on the part of the secretary, is permitted to appeal to the courts.

Having said this much in favor of H.R 15119, It may strike some as mere
nit-picking to call attention to some of its infirmatives--or possible infirmltives.

One of these--at least in our view-is the provision-also contained in the
administration's bill-making it apply to employers of one or more employees
(present federal law applies only to those employer& who have 4 or more workers
in their employ in 20 weeks in a calendar year). Small business has enough
trouble staying in business under the most favorable conditions. We do not
think it will be helped any by imposing this additional burden and expense.

The administration bill would have increased the taxable wage base from
$3,000 under existing law to $6,600 by 1971. Under the House bill, the wage base
is increased to $3,900 beginning in 199 and to $4,200 beginning In 1970. In his
dissenting views Representative Thomas B. Curtis (R. Mo.) said:

"I think the financing of H.R. 15119 gives too much money to the federal ad-
ministration under guidelines entirely too lose. Although I favor some increase
in the tax base to facilitate a better experience rating system on the part of the
states, the increase in the base provided by H.R. 15119 Is entirely too much." We
have no way of knowing whether Mr. Curtis' suspicion Is well founded, but we
hope this committee will find out.

In conclusion, I wish to quote from a statement made by the Council to the
House Ways and Means Committee last year:

"I should like to reiterate and underscore what, to the Council at least, is by
far the most cogent and, under existing circumstances, relevant argument that
can be made against federalization of the unemployment insurance system. This
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is that the Federal Establishment Is already too big and costly and cumbersome
without adding anything to it. The concept-first enunciated in 1869 by the
Supreme Court in the case of Texas vs. White, 7 Wall. 200-of an indestructible
union of indestructible states is being eroded at an ever-accelerating rate at the
expense of the states and the aggrandizement of the Central Government."

Thank you.

INTERNATIONAL CHEMICAL WORKERS UNION,
Akron, Ohio, July 21, 1966.

lon. RUSSELL B. LONG,
Chairman, CJommittee on Finance,
U.S. Senate,
Washington, D.C.

DAR SENATOR LONG: The chemical industries rapid implementation of auto-
mated production and other similar "labor savings" devices has created several
serious adjustments and other work problems for many of our workers and their
families.

In recent years, we have been confronted with nany thousands of cases of
unemployment caused primarily by plant closings due to a variety of special cir-
cuinstances. You are aware, I am certain, of the increasing industry trend
toward closing organized plants in order to take advantage of lower taxes and
cheaper labor to be found in other states. In most every case of resulting unew-
ployment, the chief complaint from those who are affected by the shut down was
one of inadequate compensation during the time they were actively pursuing
other work.

Our Union firmly believes the McCarthy Bill (S 1991) will do much to alleviate
many of the difficulties experienced by the family bread winner who has lost his
job through no fault of his own. Further, the bill will do much to restore the
original principles of job insurance protection by emphasizing the need for uni-
form federal standards, both for the duration of their weekly benefits, plus a
minimum of 26 weeks of federal unemployment compensation benefits.

We are wholeheartedly in accord with both items and we also support the bflI
attempt to broaden coverage to some five million more persons through the pro-
posed small increase in the tax rate to pay for necessary implementation.

I am most concerned that our position on the bill be recorded and ask that you
have this letter printed in the record of the committee hearings.

Sincerely yours,
WALTER L. MITOHELL, President.

STATEMENT OF CLIFFORD W. SHRADER, PRESIDENT, SOUT DAKOTA STATE
FEDERATION OF LABOR, AFL-0IO

My name is Clifford W. Shrader and I am the President and Legislative Rep-
resentative of the South Dakota State Federation of Labor AFL-CIO with offices
located at 101 So. Fairfax Avenue, Sioux Falls, South Dakota. In addition, I am
ain employee representative of the Advisory Committee of the South Dakota
Employment Security Departnent.

The following statement is in support of unemployment compensation reform
legislation patterned after the McCarthy bill, S. 1991, and It is respectfully're-
quested that the statement be printed in the record of the Committee hearings.

,During he six years 1 have held my present position, and during the years
I have been an officer of the South Dakota AFL-CIO, I have witnessed a gradual
but steady deterioration of the unemployment insurance program in South Da-
kota as a result of an almost continuous attack against the program on the part
of certain employer groups and individuals who proudly proclaim to be ultra-
conservative by nature and strongly opposed to any form of social legislation.
Were it not for our efforts and the efforts of our friends, the unemployment in-
surance program in South Dakota would be even more inadeo.uate than it is at the
present time.

To illustrate my assertion that the unemployment compensation program has
been under severe attack in South Dakota, permit nie to cite just a few cases
which have occurred during my six years as a legislative representative for
South Dakota organized labor:
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1. Legislation was passed by the South Dakota Legislature designed to reduce
the benefit amount of claimants with prior annual earnings of $6,000 or more.
This was later held to be in non-compliance by Secretary of Labor Willard Wirtz.

2. The following session of the Legislature passed a bill designed to dras-
tically reduce the benefits of some claimants and completely disqualify others by
requiring that the claimants show proof of earnings in the corresponding calen.
dar quarter of the prior year. We were able to defeat this measure on a referen-
dum vote.

3. A bill to reduce the benefits of eligible claimants who left the state in search
for employment was rejected by the Legislature, but only because they were fear-
ful of a non-compliance ruling.

4. Although it had the support of the administration, a bill to require female
workers who became pregnant to show proof of earnings equal to four times
their weekly benefit before becoming eligible for unemployment compensation
was rejected by the Legislature by a narrow margin.

5. Bills were passed by the Legislature drastically extending the disqualifica-
tion periods of claimants who were deemed to have quit without just cause, dis-
charged for just cause, etc., some disqualifications extending for the entire benefit
year.

6. A. Statement of Policy was issued to South Dakota employers on November
8, 1965 to the effect that retirees would no longer be considered as being on the
labor market and consequently would not be considered eligible for unemployment
benefits. This statement of policy was Issued by the S. D. Employment Security
Department and was withdrawn after we filed a strong protest to same.

To farther complicate our efforts to maintain a reasonably adequate unemploy-
ment insurance program In South Dakota, we have from time to time requested
and received the assistance of the Employment Security Department In properly
drafting legislative bills, only to have a high ranking official of the department
make it a point to inform the legislators In advance of our proposals and recom-
mend to those legislators that our proposed legislation be rejected or drastically
reduced. Therefore, we not only must contend with the opposition of the em-
ployer groups and Individuals mentioned earlier, but also the opposition of the
administration and the Employment Security Department.

The fact that It has almost become an impossibility to achieve improvements
In the South Dakota unemployment insurance program is reflected by the $36
maximum weekly benefit provided and the maximum of 24 weeks of benefits in
a benefit year. Only seven (7) states provide a lower maximum weekly benefit
amount than South Dakota, and I believe only one other state restricts the
maximum duration of weekly benefits to 24 weeks in benefit year with no pro-
vision for extension.

Time after time instances have been brought to our attention where claimants
have been required to file for appeal hearings In cases where there seemed to be
no justification for the claim to be held up, and in some cases where the local em-
ployment office found it difficult to understand the reason for the claims to be
questioned. We have come to the conclusion that the delay In processing these
claims which appear to be as clear-cut as claims can be with regard to eligibility
and compliance constitute a deliberate attempt on the part of someone to make it
as difficult as possible for a claimant to qualify for benefits they are entitled to.

In a final analysis, and facing the situation squarely and honestly in South
Dakota, neither the administration of South Dakota or the administrator of the
South Dakota Unemployment Insurance Law are interested in the law being a
good law. Their Interest has been, and will continue to be, the lowest possible
tax rates for the employers and the lowest possible benefits for the unemployed,
and it is they and. their kind that have promoted the passage of HR 15119 as a
poor substitute for HR 8282 after their own indifference to adequate unemploy-
ment insurance laws has made it obvious that standards must be established and
maintained by federal legislation.

I am confident that I speak for the 17,000 union members in South Dakota and
all of the working people In the state when I solicit your support of adequate
unemployment compensation reform legislation designed to reinstate and main-
tain standards that are in keeping with the original concept of uuemph'.Vment
insurance.
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PACIFIC AMERICAN STEAMSnIP ASSOCIATION,
San Francisco, OaUl., July 81, 1966.

Re H.R. 15119 unemployment compensation.
Hon. RUSSELL B. LONG,
Chairman,, Committee on Finance,
U.S. Selatc,
WaVshington, D.C.

DEAR MR. CHAIRMAN: As spokesman for the West Coast maritime Industry,
I am asked to convey to the Senate Finance Committee our endorsement of the
House-passed version of the Administration's bill to modernize the Federal un-
employment statutes.

We are not convinced that the Federal Government's responsibility in this
field should be increased; however, if this must be, H.R. 15119 brings it about
with a minimum of dislocation of historic Federal/State relationships.

Very truly yours,
RAI.PH B. DEWEY, President.

STATEMENT OF WILFRED H1. HALL, FiECUTIVEZ VICE PRZSIDENT OF T= NATIONAL
OIL ioBmBEs CouxcM

My name is Wilfred H. Hall. I am submitting for the record the following
statement on behalf of the National Oil Jobbers Council. My position is that
of E executive Vice President of the National 011 Jobbers Council, with offices at
1701 K Street, N.W., Washington, D.C.

The National Oil Jobbers Council wishes to go on record as supporting the
ni if,cations in Federal Unemployment Compensation Programs approved by.the
House in its H.R. 15119 with certAtin alterations. We offer this statement as
constructive suggestions which will help keep our Nation strong and flexible.

The National Oil Jobbers Council represents the Nations approximate 12,000
independent oil distributors through amalgamation of 34 state or regional orga-
nizations. A list of these associations is appended. Surveys show that over
half of these small businessmen sell under 1 million gallons of gasoline or fuel
oil per annum. This would indicate gross sales of under $200,000 a year, mostly
at wholesale. Operating results surveys, attached) illustrate that the cost of
product runs about 81%, leaving a gross before expenses of less than $38,000,
f,,-om which labor, truck expense, rent, etc, must be taken. Profits for this group
run 3-60% before taxes, or $6,000 to $12,000 annually, from which new eqjipinent
and growth capital must be provided. These 6,000 oil firms are typical of
thousands of small businessmen in other lines of endeavor whose interest the
Congress should carefully consider. Both large and small Jobbers have a direct
interest in 141,000 service station outlets through which they sell petroleum
products, We feel that the newer House version (H.R. 15119) alleviates most
objections that the larger wholesalers had to the earlier H.R. 8282 (and . 1991).

For simplicity, we should like to express ourselves in two areas. First, why
we feel the Senate should consider modifications made in the House, and sec,
ondly, we should like to suggest modifications which might be made to further
improve -the Bill.
1. Features which we feel should be considered favorably

a. Retention of experience rating system.-I'rhis feature encourages continuing. iplioymaent of an Individual, and serves as a small reward to firms 'wh6',gear
their businesses to full year employment. Though the oil business is seasolial by
nature, Jobbers have thus far successfully provided full time employment in most
cases. We feel that they should be encouraged to do so by a continuatofi of thq
experience rating which lowers contribution by those employers who make the
effort and keep individuals from the necessity of becoming unemployed.

b. Retention of the disqualification of benefits to those persons who quit wo?
without good ease, are fired for misconduct or who refuse to take stoitiible work
offered.-Employees who receive benefits from the Federal (or State) Govern-
ment as a result of their dishonesty, miscondut or false pride encourage these
qualities in others. A law designed to reward these actions has the potential of
undermining morality itself. Expansion of theft and dishonesty and ai inordi-
nate increased cost resulting from fraudulent claims for unemployment bene-
fits are bound to result from Allowances of this proposal. The present system of
disqualif.ving persons from benefits who fall into these categories Is Just and
proper, we feel.
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c. Payment of claimni should be limited to recession perfods..-Pre'sently, un-
employment is,,at its lowest level in years. Job retraining, relocation, and op-
portunities for service and education are available to nearly all who wish to avail
themselves of opportunity. It would appear ill-advised to desigLn a system to
compensate those who appear to be without motive or desire to Improve them
selves and/or seek employment. If Federal benefits are to be extended, the pay-
ments into the fund in periods of high and full employment can cushion the af.
fects of any future reession, thereby helping citizens and businesses unable
to cooe with any deep and wide recessional period.

d. Pap/n unts and ience benefits should niot be doubled beeause of the effcets
on busiviesses.-Doubling of the total wage, while increasing the rate of payment
in order to provide 26 weeks of U.C. benefits would place undue burden on small
bufine+wnen.' While some argue that this would force more rural states to pro-
vide benefits-not now given, the effect In all states would be to place a heavy
burden on small businessmen who typIcally are not effected greatly by swings
in the economy, nor move their business from one region to another. Als0, an
oiljobber with a handful of employees keeps his employees year-round, does not
ordinarily vacillate his work force with auto production swings, etc. Hence, the
smaller businessman will in effect be paying significantly into a purse which will
be drawn upon principally by large manufacturers. The small businessman
shoiild inot be imposed -upon with significantly higher payments principally be-
cause his employees will take ielatlvelyl fewer dollars from the fund.

2. Desirable alterations in present proposals
Under existing law, the Congress in Its wisdom, excluded firms with fewer than

four employees from Federal unemployment reporting and contributions. We
feel that this was and is desirable. Present legislative proposals before the Con-
gress would erase this exclusion so that an employer hiring one or more persons
would fall under the act.

This extension of coverage is undesirable for several reasons but before exam-
ining these reasons, however, let us define who would become newly covered by
this change.

Dry cleaners, service stations, retail specialty stores, fuel oil dealers, barbers,
tree surgeons, sporting goods stores, drug stores, pet shops, tailor shops and
similar retail establishments are in the service sector. The "U.S. Retail Census of
Trade" of 1958 listed nearly 1.8 million businesses In these areas. They hired
7.9 million employees, or an average of 4.3 employees per business establishment
Obviously, many of the 1.8 million fall below the 4.3 employee per business aver-
age. In some industries the variation in number of employees being predomi-
nantly under 4 is clear. For example, this same census indicated 211,473 serv-
ice station establishments employing 519,812 people or on the average of 2.5 per-
sons per establishment. Thus, the majority of service station establishments are
typical of thousands of similar service groups to be brought under the present
proposals.

In dealing with these truly small businesses, it should be understood that
record keeping is a problem. Usually a wife or the owner himself may devote
a portion of his or her time to this activity. When the owner takes his time for
bookkeeping, he is in a real sense, non-productive so far as his business income is
concerned. Typically, an accountant comes In annually to draw a statenftit
since the business often runs on a month-to-month cash basis. When we burden
this mall, often family operated business entity with a new form to fill out, this
is frequently not a simple matter for this firm to reckon with.

Often those in the newly-established small enterprise elect to take low wages, no
overtime and few, if any, side benefits Just to get the business going. Thus, they
build capital, credit, and confidence. If we insist that they pay themselves over-
time, and contribute to unemplayment compensation plans not designed for them,
etc., we may materially reduce their ability to survive in the formative years of
their business Providing exclusion to the business with under 4 employees
merely allows it to grow to a size where it will have more than 4 employees, at
which time it will be included under the system.

It should be pointed out that the small business must compete somehow for
employees. Also, that a worker for this snall enterprise has complete freedom
to work where be will.

Thus, unless some special reason, such as growth or experience is present, an
employee would not work for the small establishment without fringe benefits as
contrasted, to say, General Motors. If we over-burden this small business



UNEMPLOYMENT INSURANCE AMENDMENTS OF 1966 739

establishment with taxes which it cannot absorb, we may dry up the little man's
ability to find workers, or the opportunity employees presently find at this level.
The very small. firm cannot be a training ground, build equity and grow if it
can't be competitive. And by the very nature of size, this small business can't
efficiently do these small bookkeeping chores. 'Thus, special privilege is in order.

Secondly, we are in the midst of a "service" shortage. It is forecasted that
the service sector of our business economy will grow faster than manufacturing,
as our population increases. Thus, with growth forecast and a current shortage,
we must not further discourage an individual from starting or operating his own
small business.

Finally, increasing social security expenses via medicare, together with wage
and hour regulations already well -underway, will make the small entrepreneur's
life more difficult. Will the addition of federal unemployment compensation
costs now be added? Who is to say that this may not be the straw that makes
the new entrepreneur decide that it's easier to work for a giant corporation.
Is this what we desire?

The argument that this proposed increased cost is non-inflationary is ques-
tionable. If we force a significant sector of tur business economy to begin to
pay unemployment taxes, regardless-of how small the iniividual payment may
be, the total amount is still staggering and ultimately will have to be added
to the cost of the service provided, thus causing higher prices.

Hence, for these reasons, we plead tr continuation of exclusion for those
establishments with fewer than 4 employees from any future unemployment
compensation proposed,

The following is a list of the membership of the National Oil Jobbers Council:
Alabama Petroleum Jobbers Association, Inc.
Arkansas Oil Marketers Association, Inc.
California Oil Jobbers Association.
Colorado Petroleum Association.
Connecticut Petroleum Association.
Empire State Petroleum and Fuel Merchants Association, Inc.
Florida Petroleum Marketers Association, Inc.
Miel Merchants Association of New Jersey (Jobber Division).
Georgia Oil Jobbers Association.
Illinois Petroleum Marketers Association.
Independent Oil Marketers Association of Indiana, Inc.
Intermountain Oil Marketers Association (Idaho,,Nevada & Utah).
Iowa Independent Oil JobbersAssociation, Inc.
Kentucky Petroleum Marketers Associatlomi (Jobber Division),
Louisiana Oil Marketers Association (Jobber Division).
Michigan Petroleum Association.
Mississippi Oil Jobbers Association.
Misaukt Oil Jobbers Association.
Nebraska Petroleum Marketers Association, Inc.
Independent Oil Men's Association of New England (Maine, Massachusetts,

New Ham)shire, Rhode Island and Vermont.
New Mexico Petroleum Marketers Association (Jobber Division).
North Carolina Oil Jobbers Association.
Northwest Petroleum Association (Minnesota and North Dakota).
Oklahoma Oil Jobbers Association.
Oregon OAl Jobbers Association.
Pennsylvania Petroleum Association, Inc.
South Carolina Oil Jobbers Association.
South Dakota Independent Oil Men's Association.
Tennessee. Oil Men's Association.
Texas Oil Jobbers Association.
Virginia Petroleum Jobbers Association.
Washington Oil Marketers Association.
Wisconsin Petroleum Association.
Wyoming Oil Jobbers Association.
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CHICAGO FEDERATION OF LABOR AND
INDUSTRIAL UNION COUNCIL AFL-CIO,

Chicago, July 21, 1966.
Hon. RUSSELL LONG,
Chairman, Senate Finance Committee,
Senate Offle Building,
Washington, D.C.

DEAR SENATOR LONG: The Chicago Federation of Labor and Industrial Union
Council (AFL-CIO), which represents over 500,000 families in the Chicago area,
is deeply interested In the enactment of a strong bill to reform the unemploy-
ment compensation system.

Accordingly, we are actively supporting the unemployment compensation
program as originally proposed by President Johnson and outlined In S. 1991.

The inadequacy of unemployment legislation in Illinois requires periodic ef-
forts by labor to secure upward adjustments In benefits and coverage. Our
General Assembly has not kept pace with the advances necessary to make our
unemployment compensation legislation the kind of measure that will genuinely
reinforce the basic living standards of jobless vvorkers. For example, while our
average factory wage Is about $115.00 per week, unemployment compensation
benefits are about $41.00 per week, or about 30 percent of the wage. Workers
in the highly skilled trades get a much smaller percentage of their pay in un-
employment compensation when they are out of work. This is especially serious
In the seasonal industries, such as construction.

We endorse the provisions of S. 1991, which would establish federal standards
In the benefit structure, adjust benefits for the long-term unempoyed, provide
uniform disqualification penalties and modernize the financial foundation of the
unemployment compensation system.

Those of us in urban, Industrial centers realize that unemployment pays no
attention to state boundaries Unemployment's causes and remedies are national
in scope. The benefits system for the Jobless should have national standards.

We would appreciate the inclusion of this statement in the record of the hear-
ings of the Senate Finance Committee.

Sincerely yours,
WnLuAm A. Liz, Pre8ident.

STATEMENT OF JAMES F. MALONE, PRESIDENT, PENNSYLVANIA MANUFACTURERS'
AsSOCIATION, PENNSYLVANIA MANUFACTURERS' ASSOCIATION INSURANCE COM-
PANY, PHILADELPHIA, PENNSYLVANIA

Pennsylvania Manufacturers' Association is a'vluutary employer association
representing business and industry in the Commonwealth of Pennsylvania. We
represent 9700 members of which some 7900 employ less than 100 employees
We are more representative of the smaller employer rather than the giant
corporations.

The Pennsylvania Manufacturers' Association insurance Company .s a cas-
ualty insurance company licensed in Pennsylvania to write'all lines of casualty
insurance.

INTENT OF CONGRESS

The Social Security Act of 19W5 left entirely' to 'the States td hoose the
benefit, eligibility and disqualification provisions' in unempklymclnt cymnensa-
tion. '

While the federal tax has been increased, coverage requli-~ments 'changed
from eight employes to four or more, the taxable' vag'bas6'held at $3000,t lere
has been no change to dictate to the States concerning benefits, eligibility and
disqualifications. ..

There have been suggestions from the -federal government including a' Repub-
lican and several Democratic Presidents-t4b up-date State UC laws-som6 with
more force than others--by introducing federal standards bill h t0 the Congress
from time to time. Then twice we have had federal recessioili m'easurs of
extended benefIt--1958 and '1961. Pennsylvania was a party to both programs
and stIll paying off the cost of the earlier one.

Since we have a federal-state program which is exclusively supported by
employer tax money-and not from either general state or federal treasury
money, employers feel-and rightfully so-that problems of benefits, eligibility,
disquallileations-and yes, taxing of their payrolls is a matter to be settled in
the respective States.



UNEMPLOYMENT INSURANCE AMENDMENTS OF 19066 741

It was clearly the intent of Congress when the original legislation was en-
acted that since the states were to be given the responsibility for the financing
and payment of benefits, they should have complete discretion In determining
who should be eligible for benefits and for setting benefit levels. Some advo-
cating federal standards become concerned because there are disparities between
states as to terms and conditions under which workers become eligible for un-
employment compensation and as to the amount and duration of such benefits.

Congress on the other hand has always recognized that the problem of unem-
ployment varied with the degree and nature of industrial development. An
adequate program in an agricultural state is not wholly adequate In an indus-
trial state. Alaska whose economy probably depends largely upon one or two
major industries and these mostly seasonal, is certainly much different than
Pennsylvania. Hence, the Unemployment Compensation Laws of all states will
vary according to the need.

Arguments have been advanced that the reason for federal standards or
eventual nationalization of unemployment compensation is because the states
do not[ react fast enough or not at all In liberalizing their respective UC laws.
Therefore, to bring them up to a national pattern of respectability, the only
way to do this is by federal standards.

EMPLOYER COST

Let me make it clear once more, it is direct employer taxes that support the
present state programs and all of its administration-including the adminis-
tration on the federal end at Washington. Pennsylvania employers at the
present time pay $33-34 million each year as their federal unemployment tax
requirements.

Some $30 million is returned for salaries of 5000 Pennsylvania Bureau of Em-
ployment Security personnel and for buildings, travel, heat, light and mainte-
nance. I presume the other $3-4 million is used for federal administration and
perhaps to assist some other states who do not produce, sufficient revenue to
cover cost of administration.

At the same time, Pennsylvania employers are shouldering a state UC tax that
this year will produce $300 million for benefits for unemployed workers. The
Pennsylvania UC Fund which in 1959 and 1960 was almost bankrupt and caused
us to borrow $112 million from the federal government, has now passed the $500
million mark. However, we still owe the federal government $91.5 million be-
cause of the 1959 loan and cost of the federal extended benefits program of 1958.
Thus we are rapidly rebuilding the Fund and liquidating our federal debts.
No one told us how to do it but ourselves.

How Pennsylvania bounced back from the brink of fiscal disaster under an
unemployment compensation program 'that was liberalized along the lines of
the proposed federal benefit standards under H.R. 8282, makes 'The' Pennsyl-
vania UC Story" as dramatic as some fiction novels.

While benefits were increased and a recessionary extended benefits program
adopted, a corresponding tightening Up in qualifications for benefits was insti-
tuted and employer taxes- increased to pay for the increased benefits and to
rebuild the Fund.

PMA SUPPORS H.R. 151i19

It is a matter of record that PMA recognizing the federal-state relationship
in this program, supports" the right of the federal government to draw certain
guidelines in the non-benefit area, but strongly resists' any 'federal tampering
with benefits, eligibility and disqualification provisions.

PMA supports the additional coverage of employees who heretofore have been
excluded from protection of the act. It should be pointed out that Pennsylvania
Law has included coverage of one or more employees since the' law was passed
December 5, 1936. The addition of 'certain agricultural processing" workers,
other employees who under common law rules were previously excluded should
present no real problems. Coverage extended to non-profit organizations gen-
erally (including institutions of higher learning) should likewise offer no prob-
lems.' We are not so sure about hospitals (state or private) here labor turn-
over has been quite high in the service and maintenance occupations.

PMA smvpports the Work requirement test before an Individual may file for
a second consecutive year of benefits (prohibiting the so-called "double dip"
without intervening employment).

65-902-66 - 48
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PMA 8upports the non-cancellation of benefit ,rights except in cases of mis-
conduct, connected with an individual's wor4 or fraud involving a claim for
benefits.' In the case of pension payment i, vacation pay, separation allowances
aid bollday pay, deduction of siuch aipounts frmIbenefitS should be applied. Dis-
qualification of an individual who voluntarily, quits without good cause or refuses
suitable employment should be for the period of unemployment, but benefit
rights would not be disturbed,

'PMA 8upportS, the individual who avails, himself a training opportunity to
help himself optgin gainful employment .and agrees 'that benefits should not be
denied while be isin such training.

.PMA always has believed that a claimant conscientiously seeking employment
whether In bis labor market area or elsewhere should, be paid his state benefit
rate so long a's he follows theoprescrlbed, procedures.

PMAI hats advocated for years judicial revic'm Of the Secretary of Labior's
"conformity" or "administrative decisions" which may adversely affect any
state in the application of its UC law.

PMA supportsan extended benefits program in times of Individual state reces-
sion or a natio i-wide recession period. Pennsylvania adopted a state recession-
ary extended benefits program in 1964. While, the program for the states seem to
"trigger in" at an exceedingly low 3 per cent of unemployment with certain other
conditions which must be met, nevertheless In the interest of some "norm" that
had to be found, we support the proposal.

PMA support8 the increase in federal :tax from 3.1 per cent to 8.3 per
cent (net tax from 0.4% to 0,60%) recognizing that costs generally whether for

* salaries, buildings, maintenance or travel, have been rising in both governmental
and private enterprise. While we still feelthat any additional, revenue needed
should primarily be obtained from a tax rate increase rather than a sizable hike
of the tax base (from $3000 to $3900 in 1969; $4200 in 1972 and thereafter), we
will support the wage bise increases in the spirit of cooperation.

PMA- OPPOSED TO FEDERAL BENEFIT STANDARDS,

It is no secret that the Administration and OragInzed Labor will press the
Senate' Finance Coiiinittee' to amend HR 15119 s th4t federal benefit standards
as in S. 1091 W!ri be Included in the bill to be reported t k the Senate.,'

Proponent 'of'federal benefit standards argue that the states will not face
up to the need fri 1gher benefits, longer' duration and less drastic disqualifica-
tion ]procedures.

Yet, in most .stte s benefits have continue t seI.'easonae n
in duration of benefits." Disqualifications qA the other hand are viewed by, the
public as npt drastic enough.

Since the House passed bill includes recession extended beneflWt9 on a national
state basis, no further comment need be made.

..,EftTS 4AN!)V4LOXBWT.T ,

H.R. 8282 (S. 1991 companion bill) include:"
a), Fedeiral Unemployment Adjustmen Benefits of 26 *eeks frr the wo-called

long term unemployed. - -
b) 26 weeks of regular state benefits for all 6laimants even with as little as

20 weeks of work.
e) Weekly 'eneflt amount of 50% of, an,I tndviduai's average weekly gross

Wage with taixlmumi'weekly benefits' of 5o, 60% and finally, 66%% of the
average weekly 'goss wages in covered employment in the res~pedtve states.
PMA rejected the long term FUAB, proposal as unsound, discriminatory and

not, the sole responsibility of employers. Where additional need of assistane to
the long term unemployed Is demonstrated then all taxpayers must shoulder
such' expenditur6s. 'However, we did support the need for a, re .s lonary ex-
tended benefits' program.
PMA rejected the proposal of 26 weeks of regular state benefits for all claim-

ants with at least 20 weeks of employment One of the reasons ,or the near
collapse of the Pennsylvania, UC program prior to 19604 when corrections were
made, was the 30 weeks uniform duration of benefits. Here a claimant at the
low end of the benefit scale could receive $300 in benefits for $320 of baise year
wages or a 94%, return; and at to top of the scale$1825 in base year wages paid
$1200 in benefits or a return of 66% ... ... ,
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The original federal proposal in H.R. 8282 completely disregarded any cfn-
cept of weeks 'of work In' relation to weeks of benefits, exactly as wvas, done
previously In Pennsylvania.

JIMA rejected the fantastic proposal Increasing the state maximum weekly
benefit amount in steps to' 600%% of the average state-wide weekly wage.
Applied to the entire federal benefit proposals made in H.R. 8282 ($. 1991), an
Individual qualifying for the maxinim benefit and the 52 week period (federal
and state), would receive $82 a' week In Pennsylvania or $4,264 tax free for
doing nothing. This Is over $2 per hour..

We still argue that each individual state Is best qualified to determine eligi-
bility requirements and proper benefit amount and duration of benefits for its
citizens who become unemployed through no fault of their own.

DISQUALIFICATIONS

PMA rejected the proposal that claimants who by their own actions cause
their own unemployment be limiteO to It six weeks postponement of benefits.

Those persons who champion such a proposal argue that any penalties beyond
six weeks becomes a punitive measure. Their theory is that if an unemployed
person does not secure employment In six weeks time, then the labor market has
failed to provide employment opportunities. Thus, the reason for any continued
unemployment is no longer the clalh ui alalt.

Employers do not acept theory. EmpTyr believe -and the general
public se~ma ns to cnctt "to many Individuals are d unemployment insur-
ance who are not de ng of Its, benefits. Employ e o cause their own
unemployment sh be disciplined in some manner forth action. This the
states have don eeording to the best J nt Of their res tive state legis-
latures. To had over such pow to th fed vernment to te a federal
standard we beat trvet ce.

, '' • , I MENDIO

PMA th refore suppo pa unemplo, me t compen tion bill
HR. 1519 and.recommends It wI end nt to he nate Fina ce On-
mitee for their consider-ation.

DAHO ST r AFI o I
80 Id h~o, ju.11i 2 9,6d.

Hon. Ru .T B. Lo ,

U7.S ona e, I
Wcuhitgt , D.0.

'DEARD 9 iAtoR LoN would 11 yo to 'work r a stron et Unem-
PlOyment C pensation bill than thbl seed y the H of Repr entatives.
I would lik to urge that Fed eza. wee y ben t stan a be p I d In this
bill of at le two-thirds Vera W a in the st . involved.
Idaho now ha 62 % of a Wekly wage, w h makes tl p** rate
$50 per week,' the benefit a out 25 to 80% of arera$e wages
paid In the con tI o and lumber Ind tries.

It 16 my firm opt n that one qualifyng period should stndrd for every
StAte in the Unio, 6,s entl* in i daho the only sur nding State that hal
the same qualifig ta dih6' 1I "Wisbngtgn. ese different qualifying
times have the effect of kneck workers eitUre '0dut o;'unem-
ployment Insurance,

I believe there should be a standard disqualification established for workers
who quit the job or Are discharged for cause so that some penalty is established.
In Idaho if a worker is distualifled for some reason, he has to earn 8 times Us
weekly benefit to qualify. In Idaho this i tantamount to knocking him out ,of
work for long periodi of time, beuse It he Is disqualified In the fall when the
weather Is closing many jobs' dowin, he 'has no chance to qualify again until
the spring of the year. . * ' i " t"

• I alpo would urge you to Include in, this new bill the raising of taxable wages
to the full amount of wages paid 'in covered employment. In Idaho the tax is
paid on the first $8,600.00 of wages earned, and this figure is unrealistic to the
amount of benefit. being presently paid., - .. ' .' '
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I would also urge your cothmittee to include in the bill extended benefits
to be applied to unemployed workers after 26 weeks of unemployment up to a full
year so that these workers will not be in poverty.

I am hopeful your committee will give my recommendations your fullest con-
sideration, and that you would include them in the record of the committee.

Sincerely yours,
DARRELL II. DORMAN, President.

UNITED ASSJCiWTION OF JOURNEYMEN AND APPRENTICES
OF THE PLUMBING AND PIPEFITTING

INDUSTRY IN TiE UNITED STATES AND CANADA,
Wash ington, D.C., July 22, 1966.

Hon. RUSSELL B. LONG,
Chairman, Committee on Finance,
U.S. Senate,
Washington, D.C.

DEAR SENATOR LONG: This is in regard to the unemployment compensation
legislation now before the Senate Finance Committee.

As General President of the United Association, representing a membership of
more than 270,000, I should like to go on record in supportt of the statement made
by AFL-CIO President George Meany before your committee earlier this week.

The House-passed unemployment compensation bill simply does not do the Job
that must be done if unemployment Insurance Is to be brought up to date so as
to provide wage and salary employees with the kind of protection needed today.

We hope that your committee will support unemployment compensation reform
along the lines of the McCarthy bill, S. 1991, and give the whole Senate an oppor-
tunity to act on it in this session of Congress.

Sincerely yours,
PETnu T. SOHOEMANN,

General President.

WASHINGTON STATE LABOR COUNCIL, AFL-CIO,
Seattle, Wash., July 21, 1966.

Senator RUSSELL B. LONG,
Chairman, Committee on Finance,
U.S. Senate,
Washington, D.C.

DEAR SMNATORALONG: The statement accompanying this letter reflects the views
of the Washington State Labor Council, AFL-CIO, on the need of reform of
Unemployment Compensation in the State of Washington.

We believe that strong federal standards for Unemployment Compensation are
necessary in order to improve the Jobless benefits for unemployed workers in this
state, in fact the entire nation.

This statement does not pretend to be a detailed analysis of every problem
encountered in Washington State's Unemployment Compensation program of ben-
efits and financing. Rather it is designed to show some of the reasons why we
believe new federal standards are needed to make unemployment Compensatlm
do the Job it originally was designed to do.

We respectfully ask that the statement accompanying this letter be entered
into the record of the Senate Finance Committee hearings on reform of Unem-
ployment Compensation.

Very sincerely yours, :MAaVZN L. WTLLums,

, eoretary.Treamurer.

STATEMENT OF MARVIN L. WILLIAMS, SEORETARY-TREASUBEi, WASHINGTON STATE
LABOR COUNCIL, AFL-CIO

The Washington State Labor Council, AFL-CIO, officers and members fully
support Unemployment Compensation reform as set forth in the McCarthy bill,
S. 1991. We are disappointed at the weak and inadequate U.O. bill passed by the
House of Representatives.

The U.C. bill, as passed by the House, would do little in this rapidly developing
state to help involuntarily unemployed workers.
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Unemployment Compensation benefits have not been raised by the Washington
State Legislature since 1959. For the past seven years the maximum Unemtploy-
ment Compensation weekly benefit has been set at $42. The minimum benefit is
set at $17 per week and the average Unemployment Compensation benefit is at or
near $35 per week.

The average U.C. payment in the State of Washington is only 30 per cent of the
state's average weekly wage. This figure is so low that it makes a mockery of
the Unemployment Compensation program In this state.

During the past three sessions of the Washington State Legislature the Wash.
ington State Labor Council, AFL-CIO, and other inlependent labor organizations
have repeatedly pleaded with our legislators to modernize our stagnated U.C.
benefits and financing program. Industry has fought this to a standstill and the
unemployed worker has been hurt.

Since 1940 the State of Washington has taxed only the first $3.000 of payroll
per individual for this program. As individual wages have risen the $3,000 tax
base has become a smaller and smaller proportion of the total wage for industry
to pay tax upon. This has meant a steady "erosion" of tax support, and a grow-
Ing "dividend" to industry.

Strong federal standards for Unemployment Compensation would solve many
of the problems now encountered by unemployed workers in Washington State.
The actual operation of the Unemployment Compensation program has been gen-
erally good due in no small part to the fact that federal standards prescribe its
operation. But a well functioning staff is meaningless when U.C. benefits fall to
keep pace with economic conditions. Under the present system Jobless benefits
become a political football on the state level and again the unemployed worker is
the loser as well as society.

Unemployment Compensation was a bold program when Congress enacted it in
1935. If the protection that U.C. was designed to give to the unemployed worker
and society is not to decay further then the time has come for courageous Con-
gressional action to strengthen U.C. through the approach outlined in S. 1991.

Uniform federal standards for the amount of weekly benefits as well as uni-
form duration of weekly benefits are sorely needed. No Industry should be lured
from one state to another-causing hardship and dislocation for thousands of
workers-simply because one state can "advertise" to industry that its U.C. pro-
gram is cheaper than any other state's U.C. program. We believe it is also vital
that a minimum of 26 weeks of extended federal U.C. benefits be provided by fed.
eral law as well as extension of coverage.

OFFICE & PROFESSIONAL EMPLOYEES INTERNATIONAL UNIoN,
July 21, 1966.

lion. RUSSELL B. Loxa,
Chaitrnan, ommittee on Finance,
U.S. Senate, Va8hington, D.C.

TONORABLE AND DEAR SIR: It Is the firm conviction of the officers and mem-
bers of the Office and Professional Employees International Union, AFrC-IO
that the present provisions of the Unemployment Compensation system should
be reformed and revised by Congressional action.

The basic program of Unemployment Compensation. established by Congress
in Its wisdom in 1935, was established to alleviate the crushing financial burdens
of unemployment experienced by the Individual citizen, and to protect the
economy from the spiraling adverse economic effects of unemployment.

These alms the UTnenmplymcnt Compensation program has accomplished to
an Increasingly diminished degree since the program was established.

Acutely needed today are a number of revisions which would enable the
Unemployment Compensation program to effectively fulfill the goals for which
it was originally established.

The Office and Professional Employees International Union urgently recom-
mends strong and prompt action by the 89th Congress to revise and reform
the present system of Unemployment Compensation.

This Union recommends specifically that the distinguished members of the
Senate Finance Committee give favorable consideration to the provisions pro-
posed by the Honorable Eugene McCarthy and other distinguished Senators as
Senate Bill 1991. and that Congress promptly enact the provisions of both this
bill and I.R. 8282 Introduced by the Honorable Wilbur Mills.



746 UNrEUPLOYMENT INSURANCE AMENDI)ENI1 OF 1966

It is our considered opinion that the revisions proposed in these resolutions
will effectively restore the original principles of job insurance protection, as
adequate protection for both the unemployed citizen and for the economy as a
whole.

It is requested that this statement, made on behalf of the 70,000 members of
the Office and Professional Employees International Union, working In 43
states, be printed in the record of the Hearings of the Senate Finance Committee.

Sincerely,
HowARD COUGULIN, President.

GADEN, AzA., July 22, 1966.
ion. RUssELL LONG,
Senate Office Building,
Washington, D.C.:

By direction of the members of Local Union 2176, United Steel Workers of
America, AFL-CIO, Gadsden, Ala. I urge you to vote for and support the un-
employment compensation bill.

Respectfully submitted.
AFFORD BREWSTER,

Recording Secretary.

ARIZONA STATE AFI-OIO,
Phoenix, Ariz., July 21, 1966.

Senator RUSSELT. LONG,
Chairman, Senate linanme eommittcc,
New Senate Building, Washington, D.C.

DEAR SENATOR LONo: On behalf of the Arizona State AFL-CIO Executive
Board I would like to express our very deep concern over II.R. 15119 jproposing
certain changes In the unemployment compensation law.

We regard the present bill as shockingly Inadequate. We favor the provisions
of the original H.R. 8282: particularly the provisloas raising the base andpro-
viding federal standards for payments.

Sir, it Is my desire that this letter be Included In the records on the matter
of Unemployment Compensation Federal Benefit standards.

Yours sincerely,
JoHN E. EVANS,
fteoretary-Treasurer.

WYomxNo STATE. AFL-CIO,
Cheyenne, Wyo., July 22, 1966.

Hon. RUSSELL LONG,
Senator from Louisiana,
New Senate Offloe Building, Washington, D.C.

DEAR SENATOR LONG: We in Wyoming are very much concerned about the
weak unemployment compensation bill passed by the House.

We hope that the U.S. Senate will strengthen this bill in many areas; but, most
of all, In setting Federal standards requiring each state to pay at least half of
its average weekly wage with the level moving periodically up to two-thirds
over a period of time. Too many times, the states think much more about pro-
tecting the funds than paying unemployment benefits to the people. The only
way that working people can be assured fair and equal protection in each state
is by the Senate establishing federal standards.

In the state of Wyoming, restrictions have been so severely tightened that our
people can't draw benefits.

Attached is a review of September 1964 experience showvrg the typical pat-
tern for those found ineligible under the monetary determinations made by the
Wyoming State Employment Security Agency.

We urge that you do all within your power to place a strong f&Aeral benefit
standard into this bill. AVo, we urge that you have this letter rcad into the
Congressional Record.

Sincerely,
JOHN D. HOLADAY,

Exeeutive Secretary.
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A review of September 1904 experience showing the typical pattern for those
found ineligible under the monetary determinations made by the Wyoming
State Employment Security Agency
Total monetary determinations ------------------------ 336 (100 percent)
Eligible ---------------------------------------- 234 (69. 6 percent)
Ineligible ---------------------------- 10'2 (80.4 percent)

Of those found Ineligible:

18 (17.0 percent) Had no record of covered wages in the base period.
8 ( 7. 8 percent) Had less than $250 earnings in the high quarter of the

base period.
18 (17. 6 percent) Had total base period earnings of less than 1/s times the

high quarter.
41 (40.3 percent) Did not have 26 weeks employment at $18.00 and 24 hours.
17 (16.7 percent) Ineligible because of insufficient information given by

claimant, had not worked in covered employment, mis-
statement of fact and other reasons.

UNITED RUBBER, CoRx, LTNOLEXM AND
PLASTIC WouxRsS OF AMERICA,

Arkon, Ohio, July 21, 1966.
Hion. Russm.L B. Loxo,
Chairman, Committee on Finance,
U.S. Senate,
WasIhington, D.C.

DEAR SENATOR LONG: Remedial action by the Congress on our national unem-
ployment compensation system has been long overdue. In state legislatures all
over the country, AFL-CIO state and city councils have been urging on their
elected representatives that the time to modernize the state's UC Program is
now-whil unemployment is relatively low, and the impact on the state's
unempioyment insurance fund therefore minimal.

Labor's spokesmen have been saying that sound social and economic policy
in this area calls for building up reserves and raising benefit levels In periods
of prosperity-against the day when the business climate changes, when we shall
need the cushion of a realistic and comprehensive income maintenance program
to provide adequate support for those out of work through no fault of their
own.

In the meantime, labor has argued, it is nothing less than a mockery of the
principles of the Social Security Act, through which our UC system was estab-
lished, to permit benefit levels and duration of eligibility to fall further and
further behind.

We are thus penalizing most unfairly those who are sharing least in this
country's current affluence--that 4.0% of our civilian labor force unable to find
a Job, plus the uncounted hundreds of thousands more who are underemployed
because of short work weeks, or who have dropped out of the labor market be-
cause of discouragement and disillusionment.

7he response from our state legislators, Senator Long, has been consistent,
almost without exception, on its indifference to the problem and in its refusal to
tale meaningful action. Labor, therefore, turns to the Congress with hope and
with expectation, urging that Washington do what the state capitols have so
callously refused to do.

On behalf of more than 160,000 members of the United Rubber Workers
throughout the United States, I therefore want to register our most emphatic
support for modernization of the Federal-state UC system, as provided in Senator
Eugene McCarthy's Bill, S. 1091, now before your committee.

:( would emphasize three areas in this Bill of particular concern to URW mem-
bers and their families:

t'1) A uniform standard for mafirnum weeklyl beneftta established at two-
thirds of each state's average weekly wage.-The raising of benefit levels
which would thus be accomplished would, at long last, bring our U0 system
sulistantlally closer to the principle to which it was originally geared1.

Federal standards on benefit levels would quite obviously represent a major
ste', forward in eliminating competition between the states for "cut-rate"
U 0 programs.
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Federal standards would, ix the case of the URW, ellinalte an Inequity
within those coulpainywide agreements legotiated by our Union whichI include
provisions for Supplementairy Unenployinent Benefits. As our SU 1 programs
operate now, the plants located In those states Which provide tile lowest weekly
benefit levels are actually being subsidized by the workers in states where UC
benefit levels represent a higher prolm)rtion of wage moke-up.

The inequity, in terms of disproportionate burden on the companywide SUB
fund front plants in low-benefit states, occirs because all eligible employees laid
off (from plants covered by the SUB agreement) are assured a weekly regular
benefit in the form of a uniforia percentage of their straight-tile weekly
earnings. 'he lower the UC payment which such lail-off employees draw, the
higher the SUB benefit they are entitled to (up to a fixed maximumn benefitamount)...

Thus, even under the most advanced collective bargaining techilues, we
are forced to "dig deeper" to offset the recalcitrance of those states which
have done the least in meeting the benefit level objectives of our UC system.

(2) A uniform standard for duration of benefits at the state level, coupled
w'ith an additional 26 wneek benefit programs under Federal funding.-There is
nearly as great a disparity in the number of weeks for which a laid-off employee
may claim benefits as there is in the level of ITC payments which the various
states provide. Such variations occur both because of statutory limitations on
weeks of benefits and because of stringencies in earnings and eligibility re-
quirements. It is our observation that the low-benetit states tend also to be
illiberal in covering the full duration of a worker's layoff.

A federally-financed extended benefits program has already been tested-ix
a somewhat different form-during the recession of 1959-60. We wholeheartedly
subscribe to that section of S. 1991 which would make an additional 26 weeks
of UC benefits available to those suffering longer tern unemployment, to be
funded through an increase in the Federal portion of the employer's UC con-
tribution.

(3) Broader U( coverage to include workers not nono protected under the
laiv.-The United Rubber Workers firmly support the inclusion under the um-
brella of UC protection of all workers who have a regular employment rela-
tionship with their employer. We believe that there is no longer Justification
in logic or in equity for excluding any regularly-employed person from, the
assurance of income maintenanee for himself and his family in the extent that
he loses is job through no fault of his own.

We are aware of the fact that the House of Representatives has already
acted on a bill dealing with some of the shortcomings of our present ITC system.
We feel that the House bill is seriously inadequate, particularly in the areas
edited above.

We urge that the Finance Committee and the Senate as a whole take bold and
affirmative advantage of the opportunity which Is now theirs-by raising the
sights of our national unemployment insurance program to the needs of 1o6.

We respectfully request that this statement be printed In the record of the
Finance Conunittee hearings.

Very truly yours,
(GEOROFE I111R1ON,

"International President.

SEA'TL, WAsr., July 23, 1966.
Hon. RussuLL B. LONe,
Chairman., ommltteo on Finance,
U.S. Senate Office Building, Washington, D.C.:

The King County 'Labor Council of Washington urges your support of a
stronger unemployment compensation reform bill with uniform federal stand-
ards for the amount of weekly benefits and for the duration of weekly benefits
plus a minimum of 26 weeks of extended federal ITC benefits also the support of
H.R. 8282. We also request that this telegram be recorded in the committee
hearings. KING Count LAnes Counox,

C. W. RAMAGE.
l,xcca tive Secretary.
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ILLINOIS STATE FEDERATION OF LABOR AND
CONGRESS OF INDUSTRIAL ORGANIZATION,

ohicago, July 20, 1966.
lIon. RIussr.T. 1. LONG,
U.S. Renatar,
Chairm an of the Scnate Finance Committce,
Ncw Senate Office Building,
lVashington, D.C.

DEAR SENATOR LONG" Much information and misinformation has been pre-
sented by various groups in Illinois relative to Federal Standards for Unem-
ployment Compensation. We understand that some statements have indicated
that Organized Labor in Illinois is satisfied with the status quo.

On behalf of the 1,000,000 AFL-CIO Members in Illinois, we wish to emphasize
that is not true. As spokesman on legislative matters for the AFL-CIO member-
ship, we have sought to broaden the coverage, raise the benefits and revise the
eligibility provisions. While the weekly benefits have Increased, we are sorry
to report that coverage is lessened due to provisions which narrow the eligibility.

The average weekly wage in Illinois (not including Building Tradesmen, which
is $160.00 plus) is approximately $114.00. The Illinois average weekly benefit of
Unemployment Compensation Insurance was $41.33 during June, 19606.

Because employment and unemployment are affected by policies and economics
nationally rather than statewide, we have supported and requested that good
Federal Standards be applicable to every state. We have been whipsawed far
too log over what other states do or do not do. We understand our colleagues in
these states have the same problems when the endeavor Is made to upgrade U.C.

We think the goals of the original HI.. 8282 and S. 1991 should be revived by
the U.S. Senate. We would hope that your Finance Committee will recommend
to the full Senate a measure which will end hypocrisy in U.C., and one which will
buttress the economy of each community when unemployment occurs. Our Na-
tion will be the real beneficiary of a realistic U.C. program. The unemployed
spend the weekly benefit Immediately. The direct impact on the business com-
munity is very effective. Privately, business interests tell us of the wonderful
Impact of even the present U.C. Publicly, the spokesmen for employers decry
U.C., and some even would like to eliminate U.C.

We have consistently ported the position of time National AFL-CIO on U.C.
We would appreciate. the inclusion of these comments into your Committee

Records. We purposely were very brief. If you need our personal testimony,
please feel free to let us know when you would wish us to appear.

May your Committee report out a proposal of worthwhile standards, and the
best of wishes to all.

Sincerely yours,
RonET G. GInsoN,

Secretary-Treasurer.
STANLEY L. JOHNSON,
Executive Vioc-Preefdent.

MIcHIGAN STATE A.F.L.-C.I.O.,
Detroit, Mich., July 28, 1966.

Hon. RussELL B. LONG,
Chairman, Committee on Fittance,
U.S. Senate, Washington, D.C.

DEAR SENATOR LoNG: Your committee has before it the matter of federal stand-
ards for unemployment compensation.

We strongly favor the principles of the McCarthy bill S. 1991.
There are three basic reasons we favor improved federal standards for unem-

ployment compensation.
The first is the need of our members and other workers to adequate compen-

sation when they are laid off from work. We are sure your committee has before
It many examples of workers and their families who are in dire need of Income
who find either that unemployment compensation benefits are Inadequate, that
they are denied coverage for some technical reason, or that they are not entitled
to any further compensation because they have exhausted their benefits under
the existing state law while they are still unemployed.

The second reason Is that during times of widespread unemployment, the
economy needs the substantial aid that can be created by filling the gap of
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supplying purchasing power to workers through dispensation of unemlloyment
compensation benefits. If these benefits on a national basis are adequate in
amount anld duration, a state and even a national crisis may be averted.

The third reason we need federal standards is to prevent the ('ut-throat coin-
petition among states to see which one can "attract industry" by having the most
Inadequate compensation system.

The labor movement in Michigan as in other states has pressed hard for sub.
stantlal improvements in unemlloyment compensation.

Time and again in hearings before legislative committees we hav convinced
legislators of the needs for improved compensation only to be asked the question:
"If we improve Michigan's compensation above that of other states, won't it
liut Michigan industry at a competitive disadvantage and drive industry from
the shtie?" It is our experience that even though the cost factor of improved
unemployment compensation is very small-often less than a penny an hour-the
subtle and persistent effect of the charge of "competitive disadvantage" Inhibits
the development of needed legislation.

For example, corporations which pay the federal government over 50% of
their I)roflt.4 in h federal corporation tax never threaten to move form one state
to another for that reason because the federal corporation profits tax is uniforii
on all states.

The same principle applies to unemployment compensation. Once there is a
firmly established federal minimum standard which Is fairly adequate, industry
will realize that unemployment costs will be practically identical regardless of
which sta0 they operate in.

The result oif such uniformity can then be to further encourage Industry, labor,
and government to reduce unemployment compensation costs in the only sound
way which is to solve the, basic problem'of providing full employment and Job
opportunities on a national basis Instead of arguing about "competitive (tax)
disadvantages" In the various states.

We sincerely believe that to' the extent your committee and the senate es-
tablish non-competitive, sound standards for unemployment compensation on a
national basis,-you will be acting in a humanitarian manner, and at the same
tiae will focus the attention of our society on the need to reduce unemployment
compensation costs by attacking the root problem of providing full employment.

I would like to request that my statement be printed in the records of the
Committee's hearings.

Very sincerely yours,
', UUT SCHOLTE, Presidentt.

ST. Louis LAnoa CoUNcir; AFL-CIO
St. Lo1is. M6.. Ju 1Y 1. 1966.lon. Ru~ssELi, LoNe,

('hi1r-man, Vommttee on Finance, U.S. Senate, Senate Office Building, Wa.h-
ington, D.O.

DEAR SENATO'R LoNe: in behalf of the members of the AFlr-CIO in the St. Louis
area we desire to express some thoughts on improvements in the unemployment
compensation program which is now before your committee.

We endorse Senate Bill 1991 as introduced by Senator McCarthy of Michigan
with otmer Senators. We believe there is a need for broader coverage for work-
ers who are not now covered, such as employees, in non-profit institutions, hos-
pitals, foundations, universities, etc., and workers with regular employee
relationship.

We believe that improvement Is needed in weekly benefits paid as in our area
we find that In the service trades and textile industries most of the wage earners
draw less than the maximum benefits because of the wage scales that prevail in
some industries. Upon investigation we have found that many people in this
category are being subsidized by food stamps in the City of St. Louis and surplus
comumoditles in St. Louis County. Itis our opinion that raising the benefits to at
least two-thirds of the State's average weekly wage would be of great benefit to
these people.

Many are unskilled workers who are unable to find employment for long periods
of time and feel that a Federal fund extending the benefits beginning with the
27th week would be beneficial'to these workers and to the economy of our area.
At the present time workers in this category are not eligible for any relief under
the State Statutes. The only remedy'that would be available to them would be
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food stamps if they have money to purchase then and those who live it the St.
Louis County would still get surplus commodities if they could travel to the
disbursing depot. either by car or laxi cab because there Is a lack of public
ir 1* 9 si t lit loll.

We believe that there should he uniform disujuallilcation penalties, as iii our
Stlute the Penalty for a person discharged for misconduct Is disquallilcation for
linoilts for I he entire year.

We ilncereiy holIe that your committee will give serious consideration to the
above subject matter by incorporating provisions, of Senate 13111 191 into your
report.

It. would be appreciated If this communication, Is inserted into the record.
Respectfully yours,

JOSE41It P. CLAIK, President.

MIN NFRSOTA TIETAIL FEDERATION, INC.,

Minneapolls, Minn., July Z1, 1960.

AN OPEN LETTER TO .EMBERS OF TilE SENATE F INANE COMMITTEE

S. 1091, IM.R. 15119-TUNEMPLOYMENT COMPENSATION

The Minnesota Retail Federation, Inc. is a trade association of Minnesota
1-tall merchants, most of them small stores in hundreds of communities. Several
large nerchandising firms arc also members.
.T.he Fedention has consistently opposed federalization of unemployment
compensation. It has consistently hoped that power and aut!,,- rity would remain
In state legislatures fix this and countless other fields. It has been astonished
at tie constant federal grab forpower. It fears that state powers, authority and
prerogatives are about to be downed in the Potomac.

Minnesota has a new and progressive unemployment compensation law. It
helps the unfortunate employee during his unemployment period. It denies some
('Qulnlsation to the undeserving wrongdoer. It rewards the employer who main-
tainus a good employment record. It levies a high tax on employers, a levy
sufficient to build and maintain a solvent fund. By and large it Is a good law.

We feel that the House showed courage in rejecting many of the shockingly
bad features of 1.1. 8282 and thnt 1.1t. 15119 went a long way toward preserva-
tion of the rights'of the states to I9gIslate in this field. (Thousands of small ema-
ployers were stunned by House action forcing coverage down to employers, of
one employee. They hope you will restore the four-or-more provisions.)

During the campaigns in 1960. in 968 and beyond we expect to hear calidte's'
it the local, Atate and national levels espouse the virtues of small business and
the ;ieed for Its protection. We are prepared to test these avowals for elements
of sin('erity or hogwash. Your reftisal to steal unemployment legislation from
the states will be evidence of sincerity; your approval of S. 1991 or other legisla-
tion like it will be evidence of Insincerity.

, The small b)usjnessman may have seemed unimportant in the past. He knows
be does not have the strident voices of the George Meanys and Jimmy Horfas.
But he's wiser now. He's learning to use his voice and his vote. He wants a
nioratoriuin on federal seizure of power over hini and his state.
,If you lisist on injecting the federal government further into the ineiu

l)loyment compensation field, we plead with you, to approve H.R. 15119 (with-
out the one-or-more provision) or legislation like it and to bury S. 1991" and
others like it.

Respectfully, Ts Ho NTiTOMAS H., HODGSON,
Execu tive Vioo President.

STATEMENT OF RUSSELL I. M1UFLLE, MANAOINO DIR OrOP, ON IEALF Or
NATIONAL RETAIL IARi)WARS ASSOCIATION

The National Retail Hlardware Association has a membership of more than
20,000 hiardwp.re dealers located in communities throughout the United States.
Theoe hardware retailers maintain Independently owned and operated estab-
lishments. More than one-half of these stores are located In towns With lead
than 10,000 population.



752 UNEMPLOYMENT INSURAN)CE, AMENDMENTS Or 1000o

We are particularly concerned about the proposal to cover an employer who
employs one or more persons. A number of states at the present time exemlipt
employers with less than four employees. This has been done lit many states
where in smaller communities, particularly lit rural areas, local conditions make
the need for the protection unnecessary. It Is unfair and hltoses a burden onl
small and tiny business establishments to require this tax and the accompanying
reeord-keeping requirements.

In Minnesota, for example, special exemptions are provided for busimntses
with less than four employees located In towns with less than 10,(00 population.
More than sixty percent of the small Independent hardware stores in Minnesota
arm so located. Time Legislature of that State has considered this matter at every
session for several years and has each time discovered there was no need for
such coverage in these areas. Furthermore, the Legislature of Minnesota found
that It would Impose an unfair burden on real small employers where history
demonstrated that layoffs were almost non-existent.

The National Retail Hardware Association urges the retention of the "four
or more" test for coverage, leaving to the states the right to lower the coverage to
one or more if and when needed.

STATEMENT OF MARK E. RICIARDRON, EXECUTIVE VIE PRFI8DENT,

Nmw YORK CHAMBER OF COMMERCE

1. SUMMARY OF COMMENTS AND RIWOMMENI)ATIONS

The New York Chamber of Conmnlerce opposes the enactment of 1.R. 8282 for-
the following reasons:

a. The ultimate nationalization of the entire unemployment comp nsation
system Is signaled by the forcing of benefit standards on the States.

b. Benefit levels have been kept abreast of the needs of the Jobless by
the States within limitations Imposed by local economic conditions.

c. The theory of cost equalization is Incompatible with experience rating
which must be preserved in the interests of economy and stable employment.

d. The drastic Increase in payroll tax costs, when added to those already
scheduled under recent OASDI amendments, will retard job growth.

e. There Is a serious question as to the constitutionality of Section 20D(c).
f. The powers assumed by the Federal Oovernment with respect to eligi-

bility for benefits will bc both punitive and dictatorial.
The New York Chamber of Commerce recommends and supports the

continuance of:
a. The present Federal-State division of authority over the program.
b. State determination of benefits and benefit financing.
c. Benefits averaging 50 percent wage replacement, as currently holds

true in all but two States.
d. Individual employer experience rating.

2. PRINCIPLE OF UNIFORM RNEPIT ,tJQVIRM5NNTA UNDER SECTION 200 (0) OF TITLE IZ

While the New York Chamber of Commerce endorses the principle of benefit
adequacy in unemployment compensation and the elimination of abuses as to
eligibility for benefits, ends which purportedly are the explanation for I.R.
8282, it must, nevertheless, express strong disapproval of the means to be em-
ployed; that is, the forcing of Federal standards upon the States. From its
earliest history as a depression measure the unemployment compensation system
has been conducted on a cooperative basis, with the principle of maximum State
discretion as to benefit payments and benefit financing regarded in a very special
light. The Chamber believes this principle must be held inviolate if the present
program is to remain State-oriented as the framers intended. Once accepted,
even in a limited sense, Federal Standards will lead inevitably to complete
centralization of authority over all aspects of the system in Washington. There-
fore, the Chamber must oppose H.R. 8282 at the cost of rejecting several fea-
tures that, standing alone, would be most attractive to our membership. The
economic and social diversity between States is so-marked as to make a com-
pletely Federalized system unworkable. Indeed, it was because of this diversity
that the framers rejected arguments to centralize authority, as was done In the
OASDI program enacted concurrently with unemployment compensation.
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Basic to this entire controversy is the issue of State competency to conduct

u101 'Ployment compensation programs In keeping with the neeils of the jobless,
within iltuitatioms imposl by the local economy and employer ability to pay the
costs. The States have met their obligations; certainly no one has made a case
to show otherwise. Yet from the very beginning forces have been at work to
undermine the State-oriented principle h favor of centraliiAd authority-this
wouhl semn to be the motivation for H.R. 8282, not a desire to "modernize"
the system. This Chamber does not accept the unsupported notion that local
government Is unequal to the task. Until someone can develop facts and figures
(lmoumenting State derelleton there is no justification for further Federalization
of the program.

To be sure the proposals to bar claims of employees on strike and pensioners
and the elimination of the "double dip" are very tempting to employers
many of whon- have long ben working for the adoption of similar prohibitions
In their respective States. We firmly believe, however, that these questions
should be left to the State legislatures to determine; If they have merit, tis we
feel they have, then State action will be forthcoming at an opportune time,
Much though we oppose abuses of the benefit structure we abhor even more the
double-edged sword of Federal standards.

The requirements which would be Imposed by Section 209(c) mark a radical
change In Federal control. The Internal Revenue Code of 1954 currently makes
provision for approval of State Unemployment Compensation Laws by the Secre-
tary of Labor, pursuant to Section 8304 (a), The requirements there set forth
are principally aimed at Insuring the payment of unemployment compensation
benefits in accordance with required procedures, such as the payment of benefits
through public employment offices and the payment by State of monies received
in State funds to the Federal Unemployment Trust Mund, etc.

The effect of Section 20(c) of H.R. 8282 would be to compel the States to
adopt Unemployment Compensation Laws, which satisfy Federal standards as
to the amount of benefits to be paid, the duration for their payment and the
qualifying unemployment period for unemployment benefits. In effect, the new
statute would legislate for various States the Unemployment Compensation bene.
fits to be paid by States and make no allowances for differences in local employ.
meant and economic conditions.

If Congress were to specifically require each State to adopt a State Unemploy.
ment Compensation law. which contained the provisions set forth In Section
209(c) of H.R. 8282, such legislation would raise the question as to whether it
would contravene the constitutional rights of the State under the Tenth Amend.
ment of the Federal Constitution. In this respect there is a serious question
as to whether the proposed law would be constitutional because in effect it seems
to accomplish indirectly that which cannot be done directly.

S. BENEFIT STANDARDS SOUGHT TO ui IMPOSED nY SECTION 209 ARE ARBITRARY

Experts have for some time been propounding 50 percent of net wages payable
for 26 weeks as a reliable Index of benefit adequacy, and we would agree with
these figures. But only two States today pay benefits that average less than
50 percent of gross wages avd only three have less than 26 weeks duration.
In brief, the States have already accomplished two of the major objectives
sought by those closet to the program. Present State limits on maximum bene-
fits enable a great majority of claimants to collect at least 50 percent of their
take-home pay. A study released last month by Unemployment Benefit Advisors
Inc. reveals facts that deserve the careful attention of Congress. On the basis
of evidence submitted by six key States it appears that the relationship between
present maximum benefit amounts and take-home pay of claimants, a much more
significant figure than the pay Of, covered workers relied upon by the Labor
Department, stands well over 60 percent in many cases and over 70 percent in
some Instances. In New York in 1964, almost 64 percent of beneficiaries were
receiving at least 50 percent of wages.

It can also be shown that benefits have grown faster than average wages over
recent years; during the period 1958-08 wages Increased 8W5 percent while
benefits rose 43.4 percent.

Considering the importance of the State systems surely Congress will demand
better evidence of shortcomings before embarking on a course that involves
their ultimate destruction.
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4. THE DESIRABILITY OF RETAINING "EXPERIENCE RATING" AS APPLIED UNDER
DIFFERENT STATE LAWS

We take particular exception to the proposed creation of a Federal "equaliza.
tion" fund from which grants would be made to those States with above average
benefit costs. Proponents insist that unemployment Is a national problems,
not within the power of individual States to influence, and that all benefit cost
differentials between the SRates should, therefore, be leveled. But benefits are
paid for by employers, not the States, and between these employers there is
competition for favorable tax rates encouraged by experience rating, the in-
centive to stabilize employment which is so essential to a sound economy and a
workable unemployment compensation system. It Is clear that "equalization"
an( experience rating are conflicting principles; they cannot exist side by side.
Thus acceptance of cost equalization as a desirable goal will mean tile ultimate
destruction of experience rating and, along with it, any remaining incentive
to stabilize employment. Proponents know that true equalization can never be
realized until all employers are paying a uniform tax. Organized labor has
long espoused the uniform tax as a necessary precedent to attainment of Its
objectives with regard to benefits; 100 percent wage replacement for as long
as an individual is out of work.

Those who advocate centralization and standardization mintini that the
exerience-rated State programs are a source of harmful competition for bls-
ness Investment at the expense of those on the benefit rolls. But unemployment
compensation outlays are only a tingle factor In the array of prodution costs.
Much more significant, and as yet beyond the reach of "equalization". areM such
factors as State and lo(ial corporate Income, taxes and wage levels In general.

5. FINANCING

Although the New York State Chamber of Commerce is basically opposed to
H.R. 8282, our comments on linancing are both practical and academic. The
proposed increases In the taxable wage base to $5,600 for calendar years 1967
through 1970 and $6,00 for calendar year 1971 and thereafter have implications
that need emphasizing.

Estimates by the Division of Employment of the N.Y. Department of Labor
show that estimated Federal laws will be increaked from $61.8 million to $67.7
million under II.R. 8282 in 196 alone--a 10% increase. However, In 1971 this
would be increased further by almost $100 million to $165.2 million-an increase
of 154.9 percent.

Undesirable as it is to tell the States they must pay certain benefits, It Is
doubly injurious to dictate how they shall raise the necessary revenues. It the
Federal government needs more money for administrative expenses it is well
within its rights to schedule an appropriate increase in the tax rate. A forced
increase in the tax base, however, has a decided impact on the all-important
experience rating device and for that reason should remain a State prerogative.
In financing benefits some States have chosen to Increase the tax bmse above
$8,000 and have made corresponding adjustments In their experience rating pro.
grams. Other States have chosen to raise tax rates-the more desirable alterna-
tive in our view-thereby preserving the significance of experience rating. We
urge that State discretion as to benefit financing be protected in any and all
events, including the adoption of Federal benefit standards; this was the approach
taken in the Mills-Byrnes measures introduced for discussion purposes at the
close of the last season.

6. CONOLUSION

Enforcement of Federal standards on State unemployment complensailon sys-
tems would create a centralized Federal system contrary to the original concept
of State enacted unemployment benefit laws geared to local employment and
economic conditions.

The 10th Amendment of the U.S. C institution provides that "the powers not
delegated to the United States by the Constitution, nor prohibited by it to the
States are reserved to th, States respectively, or to the People". fI.R. 8282 would
seem to disregard tile basic principle of this amendment.

We submit that serious consideration of the implications and cost of this
proposed bill will justify Its rejection.
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STATEMENT SUBMITTED By LouIs STULBEnO, PRESIDENT AND GENERAL SECRE-
TARY-TUREASURER, INTERNATIONAL LADIES GARMENT WORKERS' UNION (AFL,-

CIO)
INTRODUOTION

'hils statement is filed in support of S. 1991 on behalf of tihe International
Ladies' Garment Workers' Union and its 425,W0 members in 38 States and
Puerto Rico. The overwhelming proportion of our membership are women most
of whom depend on their earnings for their and their dependents' support. Un-
employment is an ever-present threat to the garment worker. On behalf of our
Union I wish therefore to express gratification to your Committee for it.4 current
review of legislation designed to improve the unenmlployiment compensation
system throughout the United Stntes.

Your committeee has before it at the present time two key bills--S. 1991
originally endorsed by the Administration and I.R. 15119 recently pmited by
the House of Representatives. There is no doubt that both bills move in the
same direction. However, the provisions of I.R. 15119 are inadequate-they
fail to provide many of the reforms long reognized as essential to bring the
nation's unemployment Insurance system up-to-date. Many of the delilciencles
of I.1t. 15119 are avoided in S. 1991, but even that bill requires a certain amount
of imloiflcation. For this reason, S. 1991 rather than 1.1t. 15119 was taken as
a point of departure in this statement.

FEDERAL BENEFITS STANI)AHDS

The provisions of S. 1991 with regard to federal benefit standards are eminently
sound.

In the first Instance, the Senate bill seeks to assure that the unemployed be
compensated during periods of unemployment commensurately with the inagni-
tude of the wage loss. It does this by providing that the maximum unemploy-
ument benefits under state laws be set for the present at not less than 50 percent
of the statewide average wage and subsequently at not less than two-thirdIs of
such wage. This provision Is a must desirable one. It has been long recognized
that the ininiure standards for wage-related unemployment compensation should
not be set at less than 50 percent of the worker's weekly earnings. However,
in view of the rising wage levels, the imposition of an arbitrary ceiling on maxi-
mum benefits serves to deprive an ever increasing number of workers of benefits
at the 50 percent rate. The adoption of a federal standard for the determination
of maximum benefit rates provides an. automatic mechanism to modify such
maxinums in line with changing wage levels in the different states. III this
way most workers will be assured that their benefits will not be less than 50
percent of -their wage loss.

Secondly, the Senate bill proavdes a minimum standard of eligibility as well
as a provision that benefits be paid up to 26 weeks once the eligibility standard
is met. This is essential. Even in good times, many workers need uniemploy-
Bient insurance protection for at least 20 weeks either because they can only
obtain intermittent employment or else. because activity In their line of work is
slow. The situation is even worse when times are bad. And yet, even though
all buit 2 States and Puerto Rico provide benefits up to 26 weeks, other llinita-
tions in the statutes limit workers to fewer weeks of benefits, particularly if
they are ira the lower wage brackets. The proposed federal standard would
'emedy the anomalies in existing state legislation.

In dealing with eligibility requirements, S. 1991 provides that weeks in which
the individual earns at least 25 percent of the statewide average weekly wage
mut be counted in determining whether he hia 20 weeks of employment in his
baqe period. While obviously designed to prevent unwarranted exclusion of
weeks of lower earnings in determining eligibility for benefits, this provision is
unduly harsh and discriminates against persons in the lower-wage lndustrles or
occupations. As a matter of fact, all but one of the states that currently elimi-
nate sonme weeks of employmentt in such determinations include earnings that
are much lower than the proposed federal standard while 4 states count all weeks
in which a person works. In light of existing practices, the federal standard
should provide that all weeks of employment in which workers had earnings In
excess of 15 per cent of statewide average weekly wage should be counted as
weeks of employment. (Similarly in the states relying on high quarter wages in
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the base period ,to determine eligibility, the proposed standard calling for base
period wages to equal 5 times the statewide average weekly wage is more
stringent than in most states and should be reduced.)

In the third instance, the Senate bill seeks to codify standards for disqualifica-
tion of workers in cases of improper refusal of employment, voluntary quits and
misconduct. Unfortunately, over the years, a number of inconsistent and unduly
harsh penalties have crept into some of the statutes, with penalties incommen-
surate with the nature of the offense. Penalties should be reasonable and should
not extend beyond, that portion of the unemployment perld which could be
deemed to be directly brought about by the offending action. Such a period has
been estimated by responsible agencies (such as the Federal Advisory Council
on Employment Security and the Burea a of Employment Security) to be 6 weeks.
The Senate bill takes this recommendation as the standard for penalties for the
above-named offenses. The bill also prohibits reduction or cancellation of future
benefit rights or wage credits irrespective of the nature of the offense.The establishment of uniform federal benefit standards has become necessary
and essential because most states have been unable ox unwilling to take suitable
action to improve the benefit structure. Indeed, without such federal standards
there is a built-in'incentive to hold on to inadequate programs and even seek to
gain an unfair competitive advantage over states where higher standards prevail.
Such practices go counter to sound public policy.

Unemployment compensation serves to alleviate hardships suffered by persons
out of work with partial wage replacement. As such this helps to reduce income
fluctuations in the economy. In turn, higher unemployment compensation pay-
ments during periods of low business activity and smaller benefit disbursements
during periods, of prosperity :provide an anti-cyclical influence and act as an
economic stabilizer. The inadequacies of oux unemployment insurance system
weaken the stabilizing impact that these programs could achieve in reducing eco-
nomic fluctuations. The federal standards embodied in S. 1991, with the modifica-
tions suggested above, would not only help the' unemployed but also bring greater
stability to the nation's economy.

LONG-TFRIK 1UNFMPIPYMENT

Federal standards for state unemployment Insurance leg slation, set forth in
Title Two of S. 1991, deal with a benefit duration of 26 weka in a benefit year.
It is, however, generally recognized that lo niumexous situations bona-fide unem-
ployment outlasts'26 weeks in a single year. This holds true of many workers
in good times and of many more when busineseLi poor. Thus there is a decided
need to assist workerss suffering from a longe' impact of unemployment. This
has been recognized by the Congress on at least two different occasions when
states were assisted financially to meet the cost of additional benefits. It is also
recognized that typically longer unemployment is brought about by other than
local conditions. It is, therefore, a cost for which the entire nation must accept
responsibility.

S. 1991 establishes a program of federal 'unemployment adjustment benefits
to deal'with longer unemployment. Benefits lp to a maximum of additional
26 weeks over a 3-year period are, offered to -workers who worked for at least
28 weeks in the base year and 78 weeks ii the 3-year period preceding, their
Initial claim for benefits. However, this is unduly stringent.', Under the other
provisions of a. 1991, workers could qualify for 26 weeks of benefits if they
had 20 weeks of employmeit'in their base year. To the extent that adjustment
benefits are to be provided for persons with, longer attachmeit to 'the' labor
force, it would be sound to require a similar showing over the 3 preceding years
to the Initial benefit claim, i.e. by showing that the individual had at least 60
weeks of employment in this 'period. This would more than adequately demon-
strate the worker's attachment to the labor force over a longer period of time
and should suffice as an eligibility standard for adjustment benefits.

Even then, this particular provision does not fully meet the needs of the
long-term unemployed. It may prove fairly satisfactory in periods of com-
parative prosperity. But it decidedly will not do so during periods of poor
business, when unemployment is more serious and Jobs 'are harder to find. , At
Such times, the ranks of the unemployed are swelled also by additional workers
who are materially affected by lack of Job' opportunities. As. distinct from
S. 1991, H.R. 15119 sought to deal only with this facet of the problem' by
providing extended unemployment compensation payable under the state laws
whenever unemployment and/or benefit exhaustions exceeded stated percentages.
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Extended benefits under this provision would be payable without additional
qualification requirements so long as the eligible workers otherwise exhaust
their state rights in a particular benefit year.

What is actually needed ls a combination of the provisions now contained in
S. 1991, with modifications suggested above, and those contained in Title Two
of H.R. 15119 to provide a more comprehensive system of protection against
wage loss caused by unemployment of longer duration and should be adopted
by the Committee.

HIGHER TAX BASE

The proposals contained in S. 1991 regarding the increase in the tax base
for. the purpose of unemployment insurance financing are eminently sound.

When the federal unemployment contributions were first considered by the
Congress, it was planned to tax the entire covered payroll. However, con-
tributions for Old Age and Survivors' Insurance- were limited to the first $3,000
earnings of covered workers, a level which at that time encompassed the over-
whelming proportion of covered. workers' earnings. Accordingly, the same
standard was applied to.unemployment insurance, Thereafter, wages have ad-
vanced materially and, correspondingly, the base.,for Old Age and Survivors'.
Insurance has been periodically increased and is now set at $6,600. However,
the taxable, base for unemployment compensation remained at $3,000.

The. retention of an outdated tax base creates numerous anomalies in the
tax structure. Employers in the lowet-wage'industries, for example, are taxed
on a greater proportion of their payrolls than those in the higher-wage indus-
tries. Since wages tend to be lower in smaller firms, small business is forced
to pay unemploynent insurance' taxes on a greater faction of its payrolls than
its bigger competitors. As a result, unemployment Insursnce taxeo weigh more,
heavily'on the smaller firm than on big business and 'further hamper-the efforts
of the smaller firm to compete. . I ;: 1.... 1 . •

The unrealistic tax base also distorts state'experience rating system which
seek to relate tax rates to the degree of employment' stability. EVen though
they aim at lower tax rates for employers 'with good experience, .the reverse
effect may result. If, for example, an unstable higher-wage employer is assessed
a 3 percent tax rate it may only cost him 1.2 percent of this total -payroll 'if his
taxable payroll accounts for 40 percent of his totalwage bill. ' A stable, lower-
wage employer, on the other hand, who is assessed at the rate of 2 percent may
pay 1.6 percent of his total wage bill If his taxable payroll euals 80 percent of
the total payroll. This illustrates that an unrealistic tax wage base may permit
unstable employers to enjoy• lower unemployment insurance' oots per dollar of
payroll -than that paid by' the more stable employers. It is Obvious that a low
tax base defeats the very purpose that experience rating hopes'to attain.

There is no doubt that the same revenue can, be raised irrespective of the
portion' of the total payroll that is taxed. Theoretically, this can be done merely
by taxinig a small fraction of the payroll at very high rates 'to produce the needed
revenue. In practice, the reluctance to do this, aside from the side effects touched
upon earlier, has led to inadequate financing of state unemployment insurance
systems, and in turn retarded the, enatment of needed improvements in' benefit'
levels and duration. .

From the point of view of equity,' adequate financing, and administrative'
efficiency and simplicity, the tax base for unemployment compensation purposes
should be aligned with, the tax base used for other' social security programs.,' In
unemployment insurance such a tax base may have ,to be~attained, 'as a matter of'
practical'consideration, over several years. This is what S. 1991 seeks to accom-
plish-an ultimate establishment of a uniform tai' base for all social insurance
purposes. This is a reasonable approach.

'ObrOP8rO T ATE LAf 5 '*! .

We support the provision of S,. 1901 which disallows ,the right ,of: a state
to -deny or reduce benefits because. aOclaimant filedan ,/out-of-state claim for
benefits. We must preserve the fredomnof an individual to move from one ,!rea to
another. The mere fact of such mobility, so long as the individual remolas in
the labor force, should not affect his right to the same benefits that he would
have obtained were his residence in a particular state to continue. The bill,
however, fails to deal with an important facet of the problem brought about
by mobility of our population. A person's work activity during a base period
may take place in more than one state. Were all such work performed in a

66-992-O6------49
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single Jurisdiction, that person would have qualified for benefits on becoming
unemployed; inasmuch as his earnings were derived in more than one state, he
may not have sufficient credits to qualify in either of them. Thus there is a
decided need to remedy this defect and to provide, by federal rule, that employ-
ment experience in several states be combined for the purpose of determining
eligibility for and amount of benefits.

IN CONCLUSION

Except for specific modifications suggested above, we are in substantial agree-
ment with the unemployment insurance amendments set forth in S. 1991. We are
also in basic agreement with the position presented to your Committee by Presi-
dent George Meany on behalf of the AFL-CIO.

We strongly urge your Committee, and through you the Senate of the United
States, to modernize the unemployment insurance law. Such action is needed to
extend protection to millions of workers not now covered, to establish federal
standards for unemployment benefits, to institute a program for the long-term
unemployed, and to provide improvements in unemployment insurance financing.
These measures are long overdue.

STATEMENT OF KARL F. FELLER, INTERNATIONAL PRESIDENT, INTERNATIONAL UNION
OF UNITED BREWERY, FLOUR, CEREAL, SOFT DRINK AND DISTILLERY WORKERS OF
AM-4RICA, AFL-CIO--STATEMENT CONCERNING UNEMPLOYMENT COMP NSATION
REFORM

The Brewery Workers International Union submits this statement concern-
ing unemployment compensation reform for your kind consideration. We
strongly support unemployment compensation reform along the lines of the Mc-
Carthy Bill, S. 1991.

Many of our rank and file members have spoken to the undersigned personally
and to our field representatives about the extreme difficulty of supporting a
family on present unemployment benefit levels during periods of seasonal layoff.,
When a plant is shut down, or when machines replace men, long-term unem-
ployment and serious hardship are often the result.

The present hodgepodge of. unemployment compensation systems in effect
today, are doing less to relieve this hardship than ever before. When unem-
ployment compensation came into effect in the 1930's, wage earners received
greater relative benefits than they do today. In every state, the maximum
weekly benefit is smaller, relative to wages, than it was in 1939.

It is clear that the states have failed to meet the responsibility of providing
an adequate Income floor %for a wage earner who Is unemployed for causes
beyond his control. Today, states compete for industry by reducing the cost,
and consequently the benefits, of unemployment compensation programs. Wage
earning families subsidize this destructive competition. Only a Federal law
which makes unemployment compensation benefits uniform and adequate can
prevent the continuing erosion of state unemployment compensation programs.
Unemployment is a national problem; it requires a National answer.

The McCarthy Bill goes much further than the Bill enacted by the House,
H.R. 15119, toward a national solution. Keeping in mind that the tWo, most
important factors in any unemployment compensation program are adequacy
and uniformity of benefits, let us briefly compare the primary provisions of the
McCarthy Bill and the House Bill.

WEEKLY BENEFITS

M'CARTHY BILL HOUSE BILL

Maximum benefits are gradually No provision is made for improvement
raised t(, % of a state's average weekly of present state benefits, under which
wage, with minimum benefits equal to most workers qualify for less than
1/2 the worker's weekly wage.- and some for as little as / or ' of,

their weekly wage loss.



UNEMPLOYMENT INSURANCE AMENDMENTSh OF 1966

DISQUALIFICATION

M'CARTHY BILL

States are prohibited from imposing
a disqualification for more than 6 weeks,
except in the case of lubor disputes,
fraud, or conviction of a crime in con-
nection with the claimant's work.
States are still free to refine their dis-
qualifications.

COVE
M'OARTHY BILL

5 million workers not now protected
would be brought under the law, Includ-
ing workers in small establishments
with one or more employees, workers in
non-profit institutions, employees of
large farms and other employees with a
regular employment relationship. With
these additions, unemployment insur-
ance would cover about 85% of all wage
earners.
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HOUSE BILL

There is no maximum disqualification
period. Compensation cannot be de-
nied for any cause other than discharge
for misconduct, fraud or receipt of dis-
qualifying income. States are still free
to define their disqualifications.

RAGE

HOUSE BILL

Approximately 3.5 million workers
not now protected would be brought
under the law. Unemployment insur-
ance would cover about 82% of all wrge
earners.

ADJUSTMENT BENEFITS FOR LONG-TERM UNEMPLOYED

M'CARTHY BILL

26 additional weeks of benefits are
provided for unemployed workers who
have exhausted regular benefits and
who have been unemployed at least 6
months. Payment is made by the Fed-
eral Government, and extended benefits
are payable regardless of economic con-
ditions.

HOUSE BILL

Extended unemployment compensa-
tion is available to Individuals who have
exhausted all rights to regular compen-
sation under state law for a period not
to exceed 26 weeks. Benefits are pay-
able only during periods of high un-
employment. The Federal Government
pays to each state an amount equal to
1/2 the extended compensation benefits.

FINANCING

Neither Bill eliminates the experience rating which is undermining the
financial base of the unemployment compensation system as the result of state
competition for industry.

The House Bill is seriously inadequate. Although it contains many needed
improvements, it does not eliminate the basic faults of the present unemployment
compensation systems: inadequate coverage, inadequate benefits, and lack of
national uniformity.

We respectfully urge your serious consideration of the McCarthy Bill. We
suggest that enactment of a Bill along the lines of the McCarthy Bill would
benefit industry, as well as wage earners, by stabilizing the purchasing power of
wage earning families.

Respectfully submitted.
KARL F. FELLER,

International President."

BIRMINGHAM, ALA., July 25, 1966.Senator RUSSEL L B. LONG,
Chairman, (JoAmnittee of Finance,
U.S. Senate,
lVa8hington, D.C.:

Birmingham Labor Council AFL-CIO urge you and committee to support
uniform Federal standards for amount of week benefits and for minimum of
26 Weeks of, extended benefits in Federal unemployment (copy sent Se;-atora
Sparkman and Hill).'

D)ONALD ,., STAF.OR ,
Preldnt Birnngqm~a~r.c~oenilAFL-CIO.'
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STATEMENT PaICSENTEDI TO TlHE SICNATE FINANCei COMMITTEES ON BlIIAAF OF TilE
RHODE LAND AFL-CIO nIy THOMAS F. POI.iVA1TRO, 1'RESIDI)NT

The Rhode Island AFL-CI(O urges the Senate Finance Commlnittee to recoin-
miend passage by the Senate of uneinployienit coinljtisatio legislation along
the fhies proposed In Senator McCarthy's Bill, S. 199i)1.

The Rhode Iflitud AFL-CIO believes that Modernization of the federal
standards for unemployment compensation are long overdue.

The unemployment copentllsatiotn legislation recently passed by the House of
Representatives falls far short of meeting the ieeds of the unemployed. It
would be a disservice to the workers of this country if the House IBill was
enacted Into law.
Tils nation has had thirty years experience with the operation of our eim-

ploynent security system. Very few chatiges have beein ade over the years
that would keep federal standards up to date. Usually, C ougress ,is called
upon to take action. whei it Is of ai emergency nature. On these occasions,
Congress has responded. During the Depressions of 195i8 and 1961, Congt'ess
met the needs by enacting emergency temporary unemnployinent compensa lon
programs. However, these actions were under pressure and were for short tern
situations. There is no emergency pressure on Conizress at this time. ' Our
nation Is enjoying unprecedented prosperity. Therefore, the Senate Finatnce
Connittee had a golden opportunity to build In better federal standards Iiat
vill protect the program in the years allied. Now I(A the proper time to update
our antiquated federal standards for unemployed eonapensaton. Over t he
thirty year life of our Social Security System, enuploynent security has Ieen
the ugly duckling of the Social Security family.

On two occasions. Its constitutionality has been eluillenged. It has been under
continuous attack by the Natlonnl Assovlatlon of Manufacturers, and other tMu-
ployer groups ; the Interstate Conference of Inpll,)iytent Security Agencies; The
Tax Foundatton; Reader's Digest and otlier publications.

Unfortufintely, these are the elements in our colintry who refuse to CCollt the
fact that all segments of the Social Security family have bee6me nii Integtnl
part of the American eeononile and social system. They are built in fixtures
of our economy and are firmly rooted In outr society.

Ilowever. the Oplponents of It Aond emuploytnent security system cont tine their
devious methods fi trying to destroy or severely cripple an essential l program.

The ittaeks upon the employment security system have beei nunerouis. Theiy
have also been inoccutrate and uninformed. These unrelentiless i ticks hovy b1een
designed to confuse the public and the legislators. To a great degree, they htve
been successful.

The opponents of employment security have direc-ted tl-ir atitcks I t-i ds
financing. They attenipt to starve the program through under-fliancing. They
seek unrealistic disqulaflaentiol provisions. They. would prefer to hive the un-
enpllcyed on the relief rolls rather than ,pay inemployinent benefits. They
hive uised the merit rating provisions its' blt to pirate ilustry front one
contunutnity to anot hier.Thirty years ago, whe i federal standards were tirst promulgated. there was
some reason for setting them at such a low level. The economic nature of our
states varied greatly. Since that time, our nintion's economy has undergone
considerable change. No longer do we have the wide ecoiiic difference be-
tween so called agriculture ttnd Industrial states. J.ust about ill the states of
our nation hiive become more uniformly industrial. We feel that tie federal
standards for unemployment security should be updated Correspondingly.

Rhode Island Is a gographically sirnali state. Our working eltizenta are reg-
ularlY confronted with confusing experiences with employment security laws.,
Tils Is brought about becnuse thousands of our people live III Rhode Island
auid work fit nearby Connecticut or Massachusetts.

The basic standards of the laws In the three states vary to a, hi gh degree.,
Therefore, if federal standards were nodertnized, many of these confu Ingexjslrleies vol'ld disappear. '" . .. .

'One of the areas where federal standards should be ujldated, is in' the Hin ttr'
of disqualiflentlons. More reallitle federal standards should'be eitablshed aid"
duration of penalties be made uniform.

Another role for federal standards is the matter of processing of Interstate
claims.6 Many of oi. uneuijloyed hawv been forced to undergo unnecessary

hardships because some states are dilatory about proeesing interstate claims.
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The Senate Finance Committee should look into the matter of adequacy of
benefits. Experience has shown that benefits have lagged seriously behind.
The l'prqortlon of benefits to wages has gone down. An unemployed worker can
no longer provide the necessities of life from his unemployment benefits. As a
matter or fact, unemployment benefits in most instances, are 'below tlie poverty
level set by federal government, agencies. Therefore, adequacy of benefits should
be raised and where possible, tied to a percentage of his average weekly wage.

In Rhode Island we have worked hard to keep our employment security law
mrallel with the times. However, we feel that our unemployed and our em-
ployers ha-e been placed at a disadvantage because other states and the fAderal
govenimenc, have not kept their standards In conformity with the thmes. We
feel that some state administrators and state legislatures are unconcerned about
the original concept and Intent of the law.
In addition to urging the Finance Committee to recommend to the Senate

le'gIslationl along the lines of 81991, we feel that the Committee should consider
other features that wouhl give a higher degree of protection to the person so
unfortunate ius to become unemployed through no fault of lls own. Therefore,
we further rocomnmenid that federal stnidards be extended to provide unelim-
phloynient hen.otits to those who are unemployed beearise of sickness. Four
states already are experiencing such a desirable feature and Congress should
encourage it in the other 46 states.

Also. as to adequacy of benefits, we feel that Congre.s should take steps in
providing incroased benefits for the family breadwier. Congress should
require thut benefits also be )rovlded for dependent&

In addition, we believe that the limitation placed on the taxable wages should
be removed. One of the ginnicks used by the opponents of employment security,
is -to starve the program. This is done by establishing a low tax ceiling and a
merit rating systomi that gives preferential treatment of favored employers.

We greatly appreciate this opportunity to lend our support to the passage
of legislation along the lines of Senator MeCarthy's Bill, 81991.

We feel very strongly that Congress must enact uniform federal standards
for the amount of weekly benefits for the unemployed.

Also, C3ongrems should enact provisions that a minimum of 20 weeks of extended
federal unemployment compensation benefits be provided.

In addition, we request that the House Bill amending the federal standards
for Unemployment Compensation, not be enacted.

BUILDING AND CONSTRUCTION TitADES DaPAIITMENT.W~ashington, 0.1., Julgj 5, 1966.

Hor. Rvssi.u, B. Loma,
chluff (ruft, Senate inanee 0011111it tee,
U.S. Altenate,
Nviov Senati O e Buitdling,
1l'aos hipton, D.Ci.
)UAR MR. CHAIItMAN: May I take this opportunity to express the views of

the Building and Construetion Trades Department concerning lelslation to
prove our Federal.State Unenuploymnent Insurance systeni which is pending

before your Committee. The Department is eolnpoilsM of eighteeni National and
International Unions, representing approximately four million building trades-
men throughout the country y.

We In tbe Building, and Construction Trades Department feel tNint the
kFederal-State Unemployment Insurance systiin must be brought up to date and
that this Is a nntter highly deserving of the close, careful and iuniediate atten-
tioft of the Congress. This attention nuft turn itself to a farsighted and long-
reaching solution to the existing problems.

Duo to' seasonal emiloyient and the unique nature of our Industry, the
building trades have the highest rate of unemployaent of any industry through.
out the country. We are deeply concerned tiat adequate legislation be enacted
in order to meet the needs of ile present unenlploylent situation.,

As we see It, the Maint problenim are: (1) the Inadequacy of benefits presently
being paid arid their luk of uniformity among the states; (2) the vast gap
between the number of people drawing unemployment insurance benefits and
tho total number of people who are actually unemployed. A little over 800,000
persons draw benefits, ooery week, whlN over 3 million tire currently unemployed.
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The question is why this gap exists. This question must be looked at very
searchingly.

Another point that is acute and that must be attended to is the fact that
there are approximately 15 million people working in jobs where they have no
protection. Should any of these people become Jobless, they receive no help
whatsoever. These 15 million represent about 25 percent of the working force.
This is bard to -believe and should be corrected Immediately.

You have had extensive testimony from many expert witnesses on this
measure. Among others, Secretary of Labor Wirtz and President Meany have
given the Committee careful analyses of the overall scope of the existing problem.
1 will not impose on the Committee by repeating or reexamining the great volume
of technical detail involved In this legislation. However, I would like to pin.
point the two basic areas in which action Is direly needed. Before doing so, I
wish to advise that the Building and Construction Trades Department whole.
heartedly supports the recommendations of the AFL-CIO as presented by
President Meany before the Committee on July 21, 1966.

In explaining the amount and extent of the benefits of unemployment insurance,
I shall be very brief. Back In 1939, the Unemployment Insurance benefits were
very close to 65% of the average weekly wage. Today, that ratio has dropped to
42%. To me this indicates that the program is sadly out of date. As far as the
extent of benefits Is concerned, there are today about 17,000 persons a week who
do not find work before their benefits run out. This clearly Illustrates the length
of benefits should be extended.

The second point is coverage. I have said that about 15 million people are
not now covered. In the House bill (H.R. 15119) about 3 million will be placed
under coverage. Under the Senate bill, S. 1991, an additional 5 million will be
covered. We thus much prefer the Senate bill because it provides greater
coverage.

In addition to wider expanded coverage, we feel that S. 1991 is superior and
thus preferable. It would allow a maximum benefit of half the average weekly
wage which we feel is at least a step in the right direction.

I said earlier that what is needed is a comprehensive, farsighted and long-
reaching solution to these problems which I have outlined only briefly. We do not
feel that H.R. 15119 provides such a solution. It does not even ccratch the sur-
face. An historical look at Unemployment Insurance in this country shows that
Congress has up to now taken emergency measures aimed at specific problems as
they arose-such as In times of depression or recession. What Is needed is an
overall, ongoing program that will eliminate not only those problems which exist
today but will also be tailored so that it may apply to the problems of the future.

May I respectfully request' that this letter be incorporated in the proceedings
of the hearings on this subject.

In the firm hope and belief that the Committee will arrive at a strong and
farseeing solution to this problem, I am

Sincerely,
C. J. HAGGERTY, Presfdcnt.

STATEMENT OF FRANK L. KING, EXECUTIVE VICE PRESIDENT, WRITING INsTRUMENT
MANUFACTURERS AssN.,, INc.

Gentlemen: This Is an Association of eighty-three manufacturers of writing
instruments and their suppliers and represents a quarter-of-a-billion-dollar il-
dustry employing approximately 20,000 persons and accounting for the livelihood
of about 75,000 Americans.

We have taken a keen Interest in unemployment compensation legislation be-
cause we are deeply aware of the possible impact which changes in the law would
have on our members' operations and their cost of doing business. As business-
men, we are particularly concerned with the additional cost that H.R. 15119
will have on us and what it will mean in terms of employment conditions for
both employee and employer.

We have noted with satisfaction that the House Wa's and Means Committee
approved a measure, later referred to your committee, which will not disturb
the present Federal-state relationship. We have been fearful of the program
originally proposed to federalize unemployment compensation benefits. We do
not believe that a revision of the Federal-state relationship now in effect would
I beneficial and, in fact, we can see great harm flowing from such a change,

The performance of our Unemployment Compensation program during the
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past two recessions has been outstanding. We understand that in the most
recent recession period of 1960-1962 nearly 9 billion dollars, of jobless- benefits
were paid to unemployed claimants. Even in 1964, a year of record employment
and prosperity, when higher weekly benefits were the rule, the system paid out a
total of 2M billion dollars In benefits to Unemployment Compensation claimants.
All of these funds consisted of moneys paid solely by employers.

We can not agree with a Department of Labor assertion that state systems
have not been kept up to date. Since the original enactment of our Unemployment
Compensation laws, the states have frequently increased weekly benefit pay-
ments, extended the duration of benefits, changed qualifications as conditions
seemed to warrant, extended coverage, and also increased tax rates on employers
to pay for the higher cost and increased coverage Last year alone, twenty
states increased benefits and during the past several years all fifty states have
made improvements In their unemployment compensation laws. It would seem
that whatever deficiencies might exist in the various states might be more easily
and equitably remedied by state action rather than by Federal approach.

We believe that the Bill, H.R. 15119, as enacted by the House of Representa-
tives, is a fair and workable law, which will neither weaken nor compromise the
role presently exerted by the states in this field. We favor approval of the bill
as passed by the House.

FRANK L. KING,
Executive Vice President.

STATEMENT OF RUDOLPH T. DANSTEDT, DInEcToB, WASHINGTON OFFIcE, NATIONAL
AssocIATION OF SOCIAL WOnKRs

Mr. Chairman and members of the committee, the National Association of
Social Workers welcomes this opportunity to register its general support for the
proposals contained in the Administration's blU-S. 1991 introduced last year by
Senator Eugene R. McCarthy.

The National Association of Social Workers is a professional organization with
45,000 members employed in governmental and voluntary health, welfare and
recreational organizations. We believe we are particularly cognizant, because
of the nature of the employment of many of our members, of the need for up-
dating and improving this 30-year-old program of protecting individuals against
loss of Income because of unemployment.

At several Delegate Assemblies of our Association we have repeatedly endorsed
proposals that would widen the coverage of unemployment insurance, provide
benefit levels which reflect the increases in thewage levels and extend benefit
periods to meet realistic unemployment situations as they exist in many localities.

Inadequacieg of H.R. 15119
While H.R. 15119, recently passed by the House does broaden covexpge and in

other areas provides some token improvement it is basically an inadequate pro-
posal. While H.R. 15119 could be improved by the reinstatement of federal
standards our decided preference is for the sort of balanced and progresive
legislation represented by the administration's original proposal-S. 1991.

Need for increase in benefits
While the great majority of unemployment'coimpensation beneficiaries when

employed earn wages substantially above the poverty level of $3,000 a year set
by the Council of Economic Advisers as a guideline for the War on Poverty,
they immediately fall below this guideline when they begin receiving unemploy-
ment compensation benefits. In some States, the benefits on an annual basis go
down to only slightly more than one-half of this $3,000 a year guideline. Since
the average annual earnings in even a highly industrialized State such as New
York, for example, is only about $6,000, it seems obvious that there is practically
no leeway for the unemployed head of 4, family and only a few weeks of unem-
ployment is needed to put that family Into the poverty category. "

Our Association, as one of its major social action objectives this year, urged
that every effort be put forth to provide a level of benefits under income main,
tenance programns--Social Security, public assistance, and unemployment com-
pensation-that would assure at least the floor of $3,000 a year to a family. We
were delighted at the action taken by the Congress last year in increasing Social
Security benefits and public assistance payments and further supplementing the
income of older people by providing them with hospital and medical care, even
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though the increases In the Social Security benefits and public assistance pay-
ments still left tens of thousands of families and couples well below the poverty
level.

We support strongly, therefore, the provisions In S. 1991 which establish
requirements for the amount and duration of, and eligibility for benefits to be
provided under State laws as a condition of full -tax credit. We would urge
that consideration be given to a more rapid acceleration of the requirement in
the bill that, In five years, the State nmximum initially set at a level represent-
Ing 50 percent of the State-wide average weekly wage move up to 66% percent.

We welcome particularly the provision in S. 1991 that provides for a Federal
extended program for workers with a solid record of past work experience thus
eliminating the necessity for special congressional enactments as has been true
on two occasions in the past for dealing with problems of serious long-term
unemployment.

The combined effects of these two provisions of this legislation should con-
tribute imup)rtautly to bolstering the standard of living and purchasing ability
of the unemployed, provide for a period of transition during periods of economic
or technical readjustment and prevent for many thousands of families the neces-
sity for applying for public assistance.

Broadcn ing coverage required
Our Association has urged for a long time that employees in small firms, non-

profit organizations and large firms be covered by unemployment compensation.
The services industry Is represented extensively by smaller establishments mild
represent a growing area of employment opportunities. Employees of such small
firms are entitled to protection against the risks of unemnploynient and as a
matter of fact have been covered for a long time under the Social Security Act.

We have supported consistently and support now the inclusion of employees
of non-profit organizations and accept the special financing provided for such
non-profit organizations which would permit States to limit the cost of employing
organizations to the actual benefits extended to their own workers.

For the record, we would like to note that the National Association of Social
Workers has been covered under the Employment Security Act for a number
of years under the same terms as other private employers.

Iniportance of Fedcral lcadcrsbip
Although it is the judgment of the National Association of Social Workers

that a Federal system of unemployment insurance is a desirable objective, we
recognize -that a Federa'-State partnership was chosen 30 years ago when the
unemployment insurance system was established and is likely to continue short
of some crisis.

We believe that the establishment of Federal standards and the provisions
for extended unemployment insurance provided for in S. 1991 are constructive
and forward-looking steps. We applaud ithe provisions in this legislation which
provide for improved administration, federally financed training for those ad-
ministrating unemployment compensation, limitations on the range of disquali-
fications that may be applied by a State, the prohibition of discrimination
against inter-state claimants, and the requirement that State laws must provide
that compensation not be denied to an individual because he is attending training
with the approval of the State agency.
Financing the program

We support increasing the amount of worker's taxable wages from the out-date
$3,000 level to $5,600 upon enactment and to $6,600-the wage base provided for
in the Social Security Amendments of 1965-n 1971 and thereafter. Again, we
raise the question as to whether it is not possible to accelerate the date on which
wage base comparable to the Social Security Act would be achieved. We support
further the Federal contribution from general revenues matching an employer
tax rate to finance the program of Federal extended benefits and to make grants
to States with excess benefit costs.

In conclusion we welcome the opportunity to present this statement for the
National Association of Social Workers. We urge support and early action on
this legislation.,
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LABORERS' INTERNATIONAL U N ION OF NORTi AMERICA,
Wa8hington, D.C., July 25, 1966.

Hon. RUSSELL B. LONG,
Chairman, Committee on Finance,
U.S. Senate, Washington, D.C.

DEAR SENATOR LONG: We would like it to appear in the record of the Finance
Committee that our union is strongly committed to basic Improvements in the
federal-state unemployment compensation systein.

Our members work in all the states and feel keenly some of the extreme
variations, inadequacies, and discrepancies in state unemployment insurance
programs.

For these reasons, we strongly support the enactment of minimum benefit
standards in the unemployment insurance bill currently before your Committee.

In general, we feel that coverage should be extended to employees In small
companies, in nonprofit institutions and on large farms. We understand that
some 15 million workers are not covered and that it should be possible at this
time to include about one-third of these, or 5 million, in the unemployment
insurance program.

Even more important, the federal government should define the weekly mini-
mum benefit amounts and the number of weeks of duration. There certainly
is no reason why the average worker should not get a benefit equal to at least
one-half his own weekly wage. This is now impossible in almost every state
because the maximum benefits are so low relative to prevailing wage levels.
The benefit standards in S. 1991 should receive, we think, careful consideration
by your Committee. This bill would require the states to set the maximum
at two-thirds of each state's average weekly wage.

For those whose state benefits run out before they find a Job. we urge addi-
tional payments for 26 weeks as provided in S. 1991. This Is for those who have
a record of firm attachment to the labor force.

The long-term beLefits provided would help those whose Jobs disappear for
whatever reason.

We feel strongly that states should not be allowed to withhold benefits longer
than six weeks in cases of disqualifying acts. After that time, they should
have to reexamine the case to see whether the worker is still voluntarily un-
employed. If he is able to work, available for work and seeking work, he
should then be entitled to benefits.

In conclusion, we feel that when our members become unemployed through
ao fault of their own, they should receive benefits appropriate to the stand-
ards of living of 1966, not the standard of living in some bygone year. We urge
your Committee to update and modernize the unemployment insurance system
so it will help unemployed workers meet their family and financial obligations
with dignity and respect.

Sincerely yours,
JOs. V. MORESCHI.

acnral President.

NORTM DAKOTA AFL-CIO FEDERATION OF LABOR,
Bi8marck, N. Dak., July 22,1966.

Hon. RUSSELL B. LONG,
Committee on Finance,
Washington, D.C.

DEAR SENATOR: I am respectfully submitting the following recommendation on
Unemployment Compensation reform bill S. 1991. May I request that our state-
ment be printed in the record of the Committee hearings.

CONTENTS
Coverage

Perhaps the one most outstanding feature of the legislation proposed to up-
date the Unemployment Insurance Program nationally, is the provision that
would extend coverage to protect those workers of firms employing less than
four employees. The arbitrarily arrived at discrimination currently provided
in the stature, providing unemployment insurance protection only for employees
of firms with four or more employees, has long since served its usefulness.
Some 15,000 North Dakotans employed by smaller firms, as well as over 20,000
state, county and municipal government employees, are entitled to and should
be provided the full protection of the Unemployment Insurance Program.
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Entitlement to 5Q% of average weekly wage
We strongly endorse the formula to provide that each claimant for un-

employment insurance benefits be entitled to a payment of 50% of his weekly
wage up to at least 50% of the State average weekly wage, as was adopted
by the legislature of North Dakota in 1963. We also support a graduated
schedule to bring this to 2 of the average weekly wage. This is a reasonable
approach to the problem of weekly benefit amount and automatically provides
the same ratio of benefits to, wages year after year as the State average
weekly wage rises or' falls. It Is unconceivable that some States should be
allowed to continue to legislate Inadequate benefit payment schedules merely
for the purpose of creating or maintaining a favorable tax climate to compete
with neighboring states, sacrificing the intent of the original program and
seriously curtailing its ability to maintain a reasonable portion of the workers
lost wages, during a period of involuntary unemployment.
.Extended benefits

The extended benefit provisions contained in H.R. 15119 do not provide any
meaningful protection for the long term unemployed. "Triggering in" on a
State or on a national basis when the insured unemployment rate or the ex-
haustion rate reaches a predetermined level may provide increased purchasing
power during periods of high unemployment but it will not provide the needed
protection for the individual worker for whom the unemployment insurance
was originally intended.

The consequences of a layoff of 50 workers can be as severe for a small city
as a layoff of 10,000 workers would be in a large industrial city. Whenever
a layoff is large in comparison to the local labor force, the time needed to again
absorb these unemployed workers into the local labor force Is extended con-
siderably. In a situation like this, the problems faced by the workers and
the community will be very severe regardless of the overall rate of unem-
ployment in the state or In the nation as a whole.-

With technological change, changes in consumer demands and plant relocations
continuing at a rapid rate, mass layoffs will continue to be part of our economy
regardless of the overall level of business activity. Many of these layoffs in-
volve workers who have worked many years for a firm that suddenly moves or
goes out of business. These workers, and their communities when the lay-
offs involve a large number of workers, face a long and difficult transition. An
extended benefit program that would only "trigger in" on a statewide basis
would be of little value in a situation like this.

We need a continuous extended benefits program like the one contained In
S.B. 1991. An extended benefits program that would meet the needs of those
workers with a strong attachment to the labor force when they experience their
own "recession periods." In our dynamic and changing economy, long term
unemployment due to technological change, changes in consumer demands and
plant relocations will continue to create "recession periods" for individuals and
for communities. An extended benefits program based solely on statewide or
national conditions will not meet the needs created by these situations.

Disqualificatione
We strongly urge that legislation incorporate features which will prevent

the cancellation of benefits, except in instances of fraud in connection with
claims.

Interstate clahmns
H.R. 15119 does not permit a State to reduce a claimant's benefit payments

merely because he moved to another State. We concur with this provision of
the Bill. Canada was excluded from this interstate arrangement and which we
believe to be a grave error as border States, such as North Dakota, could en-
counter some difficulty in job preference shown to workers across the border.

Payments during training
While the North Dakota Act permits the payment of benefits to claimants

attending agency approved training, we feel that this has a positive place in the
legislation you axe considering and surely, in those cases where MDTA or other
training allowances are not available; and State unemployment insurance bene-
fits are payable, it would be unrealistic to demand that a claimant forego training
to maintain his, eligibility for benefits and, thus not be permitted the very training
which would be most apt to shorten his period of -unenployment.
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Coverage for" farm workers
For some reason the feeling seems to exist that the farm worker does not need

or is not entitled to the income protection provided by the unemployment insqr-
once program. Yet farm workers, as a group, are more vulnerable to unemploy-
ment and as a result are most in need of this protection.
* Employment patterns vary from state to state but farm employment is, at best,
highly seasonal and unpredictable. Droughts, cold weather and many other
natural causes can result In unemployment for the faxm worker who usually
works year round as well as for the seasonal worker. The effects of unemploy-
hent for the farm worker is more severe than fo the industrial worked. Wages
palid to farm workers are usually very low and as a result he has less to fall back
on when he does become unemployed. Like any other worker, he and his family
still have to eat.North Dakota has made some progress In the coverage of farm workers. The
state legislature passed a provision in our law that allows farmers to voluntarily
elect coverage under the Unemployment Insurance Program. Very few farmers
have taken advantage of this. However, the limited experience gained with the
farm workers who have been covered under this provision point out the dramatic
need the farm worker has for some type of unemployment Insurance protection.
Figures provided by the North Dakota Employment Security Bureau show that
the farm worker's earnings are much lower than those of nbn-farm workers.
In 1965, the average annual wage for non-farmn workers covered by the North
Dakota Unemployment Compensation Law was $4,755. The' average annual
wage for farm workers covered by the same Law was only $2.527. The average
dii ration of unemployment for the farm worker was also higher, further pointing
out the need for this protection.
We favor the adoption of the proposal of Secretary Wirtz which would extend

coverage to farm unit-s with 50 or woo.re workers with the coverage applying only
to those workers who earn more than $300 in a quarter. This proposal does not
go far enough but it does represent a start. Eventually coverage should be made
available to nearly all farm workers on the same basis as for non-farm workers.
The limited amount of experience in this area does make it necessary to take
a cautious approach.

The extension of coverage to employers with 1 or more workersshould reduce
the costs of farm coverage somewhat. The farm worker would be able to use
the wage credits he earns in the small town businesses during the off-season.
This would have the effect of spreading out the costs of the program.

The farm worker needs some cash payment when he is unemployed, his com-
munity needs the continued purchasing power and the farmer needs to keep his
workers in the area during slack periods so that they will be available to him
when he again has work for them. Most important, eligibility for unemployment
benefits would safeguard the pride and freedom of the farm worker by keeping
lilim off the relief rolls when he does become unemployed.
Miscellaneous

1. It is our opinion that the new starting date should be no later than January
1, 1968.

2. It is our belief that the taxable wage base should be increased gradually
and that the first increase should be to $4,500 per year and eventually providing
for a tax base of $6,600.

3. We agree that the "Reed Act" funds should be available to the States for
at least another five years.

4. We urge that the program be adequately financed and that such funds be
used only for the proper and efficient administration of the State Employment
Service and the Unemployment Compenseation Program.

May your distinguished Senate Finance Committee give all due consideration
to these comments. Updating and uniformity of the economy stabilizing unem-
ployment compensation program is long overdue.

Respectfully yours,
WA ZACE J. DO0KTER. President.

STATEMENT OF MARSHALL G. ANTLER, BUREAU OF SALESMEN'S 'NATIONAL
ASSOCIATIONS

This statement Is made on behalf of the Bureau of Salesmen's National Asso-
ciations to express the view of 40.000 salesmen in the apparel industry respect-
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ing I.R. 15119 and S. 1991 pending measures to extend Federal unemployment
coverage and benefits.

The Bureau enthusiastically supports efforts to extend coverage under the
Federal Unemployment Tax Act. Of the two Bills under consideration the
Bureau would prefer to se6 the enactment into law of S. 1991. However, the
Bureau is not opposed to H.R. 15119.

We are particularly interested in the extension of coverage in the Federal
Unemployment Tax Act, in effect, to those same persons who are currently
covered under the'Social Security Act, Thus, the definition of "employee" for
purposes of unemployment taxes would be applicable to the many commission
salesmen who are not considered employees under the more restrictive common
law rules.

In an era when a need for adequate social legislation has become increasingly
recognized, it is mandatory that those normal benefits of the employer-employee
relationship be extended to all persons who are in fact dependent upon another
for their employment. While this need has been previously recognized under
the Social Security Act, it has not been recognized insofar as the benefits of
unemployment compensation are concerned. It Is essential that such benefits
be extended to those same persons now covered by other social legislation. For
an Individual salesman in the apparel industry who must often look to another
for his livelihood without the normal job security which employee groups have
generally been able to achlve, the prospect of being deprived of that livelihood
without unemployment compensation benefits simply aggravates an existing
social and economic problem of the industry. Unemployment compensation is
necessary not only to help the salesman breach the gap between jobs but to,
An some measure, increase the economic onus falling on the apparel manufacturer
who discharges him for little or no cause.

Therefore, we strongly endorse the speedy enactment into law of S. 1991 in its
present form.

STATEMENT OF LARRY 'BLACKMON, NATIONAL ASSOCIATION OF HoME BUILDERS OF
THE UNITED STATES

The National Association of Home Builders of the United States (hereinafter
referred to as the Association) Is the trade association of the home building
industry with more than 43,000 members organized in 387 local and state
affiliated associations in all fifty states and in Puerto Rico and the Virgin
Islands.

This statement Is submitted on behalf of the Association to express the views
.f its members respecting HI.R. 15119 and S. 1991, pending measures to extend
federal unemployment compensation coverage and benefits.

The Association supports H.R. 15119 as a reasonable attempt to solve some
of the present ills of the unemployment compensation system. At the same
time, tho Association strongly urges this Committee to reject S. 1991, the counter-
part of II.R. 8282. The Association would like to single out a few of the
objectionable features of S. 1991.

JUDICIAL REVIEW

Under present law, In the absence of a specific provision, the decisions of
the Secretary of Labor as to whether or not a state law conforms to the
requirements of federal law are final. S. 1991 does not provide for Jvdicial
review of determinations to be made under the bill by the Secretary of Labor.

The right to judicial review of administrative action is necessary to protect
against unreasonable or arbitrary interpretation or application of law. T.R.
15119 fills this need by furnishing the state with a procedure for appealing the
decisions of the Secretary of Labor.

BENEFITS

S. 1991 would provide extended benefits for an additional 26 weeks without
regard to economic conditions. The extension of benefits for prolonged periods
of time does not reach the heart of the problem-providing new jobs for the
unemployed. Moreover, It would encourage those who have jobs available to
them to continue In an unemployed status. H.R. 15119's restriction of extended
benefits to a maximum of 13 weeks and only during "recession periods" as defined
under the bill gears such benefits to cases of special need.
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FINANCING

S. 1991 would increase the present wage base of $3.0(0 to $6,600 by 1971.
This increase has been Justified on the grounds that it will bring the wage
base for unemployment compensation in line with social s.urity. However,
social security benefits bear a direct relation to the wage base, whereas unemploy-
ment compensation benefits do not.

Increased spending in one type of social legislation does not justify compar-
able spending in all other types of social legislation. More realistically, large
increases In one program decrease tie ability of those who must pay for such
benefits to absorb the costs of other programs.

The modest increases in the wage base of $3,000 per year to $3,900 per year,
effective with respect to wages paid in calendar year 199 through 1971 and to
$4,200 beginning in 1974 and thereafter are more reasonable than S. 1991's attempt
to place the unemployment compensation wage base on a par with the social
security wage base regardless of the cost.

In conclusion, the Association endorses the enactment into law of H.R. 15119
and urges the Committee to reject S. 1991.

ANMERICAN BAKERY & CONFECTIONERY WORKERS'
INTERNATIONAL UNION AFL-CIO,

I1asliington, D.C. July 22, 1966.
I1n. Ru1 SELL B. LONG,
Chairman, Coninittee on Fin <4.c,
U.S. Ren atc, "1Washington. D.C.

DEAR Sit: In behalf of the membership of the American Bakery and Confec-
tionery Workers' International Union, AFL-CIO whom 1 have the honor to serve,
I wish to present the attached statement for inclusion in the record of the Hearings
now being held by the Senate Finance Committee on proposed measures to reform
the unemployment compensation "System" by establishing federal minimum
standards.

The membership of our International Union numbers approximately 90,000 men
and women who are employed in almost every state of the Union and in the
District of Columbia.

Recognizing the crowded hearing schedule which your Copmittee faces. I am
not asking for time to appear peronally in order to testify, .1 am asking that the
statement be made part of the record. I have full conlid(,nce in the members
of the Committee and I am firm in tile belief that they will give as full weight
to the statement attached hereto as ,they would had I appeared in person.

Very sincerely yours,
DANIEL E. CONWAY,
International President.

STATEMENT OF DANIEL E. CONWAY, INTERNATIONAL PRESIDENT, AMERICAN BAKERY
AND CONFECTIONERY WORKERS' INTERNATIONAL UNION, AFL-CIO

Mr. Chairman and members of the committee, because the House of Repre-
sentatives has failed to pass legislation whicl would bring about the long over-
due recasting of our Unemployment Insurance system, the members of the
American Bokery and Confectionery Workers' International Union, in whose
behalf I present this statement, look to you to present and recommend to the
U.S. Senate such legislation as would bring about the much needed reform of
our chaotic unemployment compensation "system."

Our concern Is far from academic. The baking industry is one which is
undergoing radical change. Technological change, among other developments,
inlcuding the increasing pace of automation, has been taking its tofl of jobs
and job opportunities of our members.

Over the past 48 months, 227 plant closings, department shut-downs and
small retail shop closings have deprived 5,802 members of their jobs. In aidi-
tion, roughly 3,000 jobs have been eliminated by the Introduction of new pro-,
duction machinery and changes in produetiontechniques. Our Union has a
membership of approximately 90,000 workers and the loss of 8,800 Jobs brings.
this loss to close to 10 percent of our current membership.

These workers, deprived of their livelihoods through no fault of their own,
are dependent upon unemployment compensation to tide them over their period
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of unemployment. They do not look upon unemployment compensation as an
adequate substitute for Jobs. They do expect that unemployment insurance
would be available to them in an amount sufficient to enable them to meet the
needs of their families while they are engaged in finding employment And since
their search for employment in their chosen craft is a difficult one, the com-
parative brevity of the period during which they receive unemployment com-
pensation creates a hardship difficult to describe.

What are we to say then about our members who lose their jobs as a result
of the closing of a small hand-shop production unit-the small retail bakery
where the baker craftsman bakes bread, cake, rolls, etc., on the premises.,-
This type of operation is generally exempt from required participation in the,:
unemployment compensation "system" and our members cannot qualify to
receive unemployment compensation. Surely equity and justice requires that
the tasic federal law be changed to provide for their coverage. The exemption
of such enterprises, if continued, would only serve to prolong, the suffering- and
discrimination which have plagued these workers for far too long. : '

In using the term "system" to describe the various unemployment compen-
sation arrangements which exist, I Would not want the Committee to; think
that either I or the members of the Union I represent have the mistaken idea
that there are uniform requirements, uniform insurance payments, uniform
disqualification provisions, or uniform duration periods in all the 50 states.
With membership in 42 of the 50 states we are very much aware of the lack
of system, the lack of standards--in short-we are aware of the hodge-podge
patchwork, of 50 different arrangements that exist.

Some order ought to be brought out of such chaos.
As each year passes, and as the cost of living rises, the fallur to establish'

federal minimum standards for unemployment compensation ih terms of pay.
ments, duration, and extension of coverage, increases the hardships and reduces
the meaning of unemployment compensation.

,The benefit levels, while they were initially geared to approach two-thirds
of the averagewages in a given state have hardly kept pace with the realities'
of life. The initial rationale has been forgotten or ignored. There is immediate
need to restore the benefit levels to the levels originally intended. Only in'
this way can the unemployed worker meet the needs of his family and only
in this way can the unemployment compensation arrangemnent provide the
maintenance of purchasing power 'in the community which provides business
with the customers they depend upon.

So far removed from the original intention of the framers of' the legislation
when it-was, first introduced and passed thirty years ago, that in al too niany
instances unemployment compensation payments are well below, the level of
welfare relief payments. Our members do not want to become' recipients of
welfare relief. They want Jobs and they need the type of' Insurance payments
which will enable, them to continue their search for Jobs without facing the
prospect of becoming welfare recipients.

We appeal to, the Senate Finance Conunittee to provide the needed federal
minimum standards. We have too long gone along with minimum federal
standards and this has not proven to be satisfactory. The House of Repre-
sentatives has continued the unacceptable approach of minimum federal stand-
ards-therefore we lok to you to approve the list of standards, federal mini-
mum standards, as'contaIned in S. 1991. '

Only through action In the Federal legislature 'can we overcome the tendency
in 'the various states 'to look upon the unemployment compen'Sation systenimas a- 
program which must be tailored t6-fieef the' demands oftbusInessmen vho
complain of thO 'taxes they must pjAy In 6rder' to' fund the state system in Which
they participate.' The o)Ject of unemployment compensation is to provide sun-
employed workers with temporary support and' not to provide btislneSses with it
minimum of tax contributions. '' '

It is our opinion that' the payments of employers into the unempleiYment
Insurance funds are. premium paynients similar to what:they would be required
to pay for any insurance program. Their payments into 'the unemployment
funds are as much a standing cost of doing business as is their fire insurance,
burglary insurance, or any other form of standing andiregulr expense they
must face in the conduct of business. ,The system wAso'nt ostabflshed loi'
their convenience, it was established to meet a pressing sodial'-and 'ecOnbilc -
need.' ''
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Only through action by your Committee can we see any possibility of restoringthe unemployment compensation arrangement Into a semblance of rational order

and put an erid to its deterioration at the hands of various state legislatures
We urge that you recommend S. 1991.

AMEEWAN PETROLEUM INSTITUTE,
New York, NI.Y., July 25,1966.

Re H.R. 15119.
Hon. RussElLi B. Loio,
Ohairm4; Committee on FAn4swe,
Senate of the Utn4tet State, Wahington, D.C.

]Pi" MR, CuAmMu.i, Attached f a .atement submitted In behalf of the,Ameri.an Petroleum, Institu te, thep, Indeend qt Petrpleum Association f Amer-ie, Mld-Contn ent Ol & 0as Aasocatton, the New, MexIco Oil & Gas, Association,
the Rocky Mountain 0h and Oas AsociatIqa, and tW6 Weste- 0il and GasAssociation, whIch represents the position of the petroleum industry, on H.R.15119, Unemployment insurance Amendments of, 1,-.* ln r .y yo1u .... ,0  . .. . ... .. .. • ... .. .

STATEMENT IN ijEHALI4 QOW AMZJ CAI PETEjauM XNTTUE K wXo N V;INDEPENDENT. PETROLEiUM ASSOow.oN, OF. AMENIc, TULOA, OKLA;, NE'W
MEXICO OI & A's AssoI 4TOxN, SANTA to, N, MEL;, ROCKY MOUNTAIN; 01 AN'l)
0A somnis CA.F -1,14 .~,'AS, A8QA~W o

The Unemployment Insurance Amendments of 1966, H.R. 15119, would makethree, major ,revisions in the, existing. Federtl-state system of .unemploymentcompensation-, These revision* are1(1) a provision for court of review of deci-sions'by the Secretary of, Labor concerned with determuiattona.Of state conform-,.
Ity and complalice (2)' A Federal-state, program of, extended, benefltsfor. personswho h aveexk.aUSted their tate_ benefit entitlement, 4ud (3) upward ,adjustmentsi nte _eO4ralj Iaiable wage base and in the Fedfral t4ux- ra, The, bill would'
also mi4e. several other, less: Important changes in the law.

The f4lowng. paragraphs of this st.ment 'will present, first, a comment. onthe above enumexated three major revisions that Would be; provided by H.R.15119. This will be followed by a brief reference to some of the lesj iuportant
changes that would be made under the bill. The concldinn port, n, of the state-ment will discuss some of the Issues pe.r.ted* by .PO, Ihat are being. urgedas amendments. to the House-passed bill. These #nuenoatory ,prppo!Mls wouldprovide Federal etandards In regard to benefits, eligibIlIty, lwd emplqyer experi-ence rati nd, wpuld provide a new program o 4 federal " efits '

IQPMUENT.OX M*JOEt REV8ISION5,N H. 111

In providing for judkclal review of decisions by ile Scretaxr o9 Lbor ruling.
on the queslton'of whether or not a skte law 6fnA. the admlnliith nof the lawconform to the requirements of FedernRl law, the' bill ,woud permit aniimpartia ,determInation with zespect o areaO of dIs pwme ttiyeen te st~te and
FederAl governments,. tep ,n e t s a

Under present' law' absence 'of opportunity for courtt review itas forcedthe States into, immediate compliance ,with rullngs' ,f ,the, Secretary, eventhough the states had valid'reasons to consider the position they matntated on,a point In controversy to be the correct one. Any state tIat does not complywith the Secretary's rulings under exilstifig law is In danger of losing the offsettax credit and Federal, reimbursement. of ,administrative costg, -The-proposal;
in the bill to grant judicial review is meritorous.,Ee~tenced bertefltplrograin " . . .': . . ... . . :; :'' ., ,.

The Federal-State Extended Unemplymeot Compensation Prograw thaitwould,be fiitiated under the bill 'would provide a permanent nea0;tie dealing' withbenefit exhaustions arising In peiods of "economic dowituril, u O'two 0ceasions,in the past when beneit exhaustlns had reached high l#vel , ,the Cogres
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neted to hlisitit e xtended bel itlt progranis to deal with the pllicular sit iia 1olls
t1oul exIst Iig.

It would 4velil desirahe to lav'e i pe'lliolneit, piograll i t dell wltl this proh-
lill, 1111( the hill meets that lieed by, il effect, reiulrlsg the Stites to pay 4\,X-
telided belillt s equtll to half of fill Iidlual's regular siate hellltis when those
stat e llts hlvt heenl exlustwed d-ilg pierloil of Iighitr it i linil uei-
iltiyliitelt. The Ietdoral tlovermtet would rtlitilirse tile states for ho 11' tihe
cost of these extended benellts. I tuder tho 11111, etedlet Ielelt s would he
hmab'ili, Inl ill sites whiell tihe rate of lsitred utemployunont Intloillaty IN
lvet pIr'ent or above, id tie rate of' hienllit exlitaistlon, latlonally equlils or
tbXetls olle liertelit of covered empihloynment. Tie oxteiided blneflt progrtmi
would also provide for fhe Ioniyent of extelided heletlts Ili an 1Idilvldual Stute,
t\'at'ii thoigh the otitonlltnlel(,ttorm would not trigger it ntttia lrogramit, It' It-
slied llit'npllloyllient. li the Ntate lius, for it 13-onseetit Ive-week period, equaled
or exeeded' 120 peree1it (if the IliiIred ntlnllploylielit withill tt' Stte (it'rlg
te . mt' period 1i the two Iumedlately precedllig talhmlar years, provided
that the rate of Insured unemployment li thte state kI at least, three perteilt.
The lill also provltdes criteria. for terulinatlng eltlter the national or stae
extehod belltefit period Ill Wiiet Ilybient woul be ilde.Wh11lh, tills extended hellefit program IIllm it gap lit uuenifloytuent eompe, Uma-
ttou lu'foet Iol, Iwo trif ohservatlous might, ie usde with resptet to Mivelel'
elItirli au lltltatlius oitalutied lit tho bill. First, tili erIterla under whlleb
flit' hpymett of extended beiieflts would be triggered woli seem to lie some-
whit low. ,teoudly, there are iimOuind litltatis It tie lbill which wonld
lreelude state front wlthhholdhg elIgibIlIty for extended heeflts from erlithn
clategorles of claimants (e.g. seasonal workers, ete.) whose uneiploylneut IN
not caused by the prevailling economic eoudittItons.

Tar adjustm¢nt
The Iterea,e 1i1 tax burden provided nufdtr the lill would Iculea)o tile rate of

the Federal Uienlployntent Tax from Its prese 'nt level of 3,1 ltvre(et to 38 per
cent effetlve Jannary 1, 19117, wIth no change It the 2.7 pereeiit offset thx credit,
11i1d the taixable wage halse would le Iniereiased fTrot Its present level of $3.1)0 to
$3,9MO beglmlng lit the calndar year 1141l aid to $4,200 begimilug It 1972 antI
thereafter. lin evaluating the signlleftinee of theme tax e1uingeS, it should le noted
that wlen tite Inereases heconie fully effeIvl\'e hi 1072, the level of Pederal Uneni.
iloyilleit 'ax eolleetitli will le more than double what It otherw-Ise would have
been under existing law.

Additional Federal Unemploynment.yl Tax 'eVelle obviously will I)e rteuiretd to
Ilissinee the Federal share of the extended bit1eilt progru um nti to Imert u'l-,llg
administrat l'e eosts: however, It would ls moreo equltable to rale tMIN atdlt hlail
revenno by an tterease in the tax rate without, any it('eaw it Il tie taxable wage
base. Sinee there Is uio correlation between the level of wages paid by ail il-
luoyer and state program administrative costs or the IP'edentl share of tile eost
of extended lenetlts, aliy neetsary adtdltotill tx'vesnits s houhl he raised by
adjusting the Federal tax rate. The ineroase iii the taxable wage base places
a dlsproportioate shairo of the burden of theme coSI oil emuiployerm wio troy high
wages aud provide steady employment.

In addition, InereasIng the )Federal tax bMse will force most of the A1t114s to
make a siilar upward adjustnment In their taxable wage base. 'l'lii, lhe stites
generally will lie eoupelled to shlft drastically froi tlbidr ttiditlonal itpproaeh
it) unenploymuit eonllmnsatQ.n flnanclg, which laced pi 'lial rellanee on
adjustuents hi1 tax rates to secure eqnltahle dlstribittin of the cost, of the state
uliemploynient coil-lpeasat:lon program among (,niloyerst. This sHI1ft hi lbtaiig

e'ipltask will adversely ifluence the effeetivenes of the expiseriencee rating
I Ueelt lye.

OMMEiNT ON 'rlitEi REVXIONS IN 11.11, 15 110

With respect to the ehnnges that would lie made by tic bill thnt are of relative
lesser Imlortanc , It may h worth noting that somie of them have the ePIWt of
imipxAslg F federal standards |in aresis i which Federal renltireituts do not nlow
exist, Wlile theoe are not of sueh Imlortanee as to merlt detailed refereite,
the'oibervatlolt can be mde that In prInuIple the expauslon of Feteral eri'it'ri
should be iidertaken onmly upon a elepar showlngf O K4 ned aiitl of refusal on itle
Imrt of the states to act.

The prolfsal Ill 1.1. il119 to itiate a to1tlnuhig program of research nhd
factual Stitfly to evaliate the Utnempiloylment col ipe'lsat ltll system has the pteii-
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11111 for Whdig 1i ('0I~e~Rui'1V4' 514') towii'e proi'4igIVs Ine cecee ieileiiiig gEileICI IItoi-
(d111 s taite 1ut1ill loy It'J t, cU1Iil'tllo1)1iN)k l p iog es. NlHiiee ny. thlt prov ialoit of
fiiiti1s fo4r truitiilig jkmrs()Ilel II l eceeiels 111 it 81-11ouk of Ilee Iheu'enlcioyewet (m)U-
peiksittIon programs toe mserietorious. Themo two prov'it~ioes s'hoibi 11111 e eetiiiig-
feel voiitrI'lbt 14)1 to thle olJijot.vo of it st rongi aned vital uncemel)loyb'dut ('ocmletesa-

t~oN IINT ON PRI4OONED AMICNI)MNTS TO4 11.11, JblIii TO 1M1'OsK MIISIAI. NTANDAIII)5
AND FED)ERiAL IIENKITi'

1 )ue'l'g tilt) dellberaion bcy the Cocueeueltteo onl lileie onl the seliljeet of 1mietil
ilolOdiei't C~oiI11IIt Iit IICI, cousde'at 111 will W~ glvtml to ot lier iroiumeilK I ht ucre
liei're thei Conlitelittee eliter lie 1b111 former tk i Adml~ist rittioti rovoeiitimiluidalt ons,
W Ii0 woul ) Ollhiv e thle effect of inieosing Vi)'etre st anidairds ii (feet lug biutitm,
('Ilgllellit3', aced theo experience ratting, mien whIe would ervtt new Po~ierail le'e
1i0S. Tuell iieueptloll of thleme proposal.s will likely he' urged ees iiceeniiceetm to til4,

lletes~la~e4il vrson of lilt, 15110. The btilanoe of this nieceoe'eldnin will Iir.
tolit to tieseo prolltmitls for "federaiisieig" tleike ie&liet MA - 1 lile0lyeec
'oilceikt1tioni Rysteeil,

Oct iliy 18, 11M11, th'll A41iiiiiiist ritl loll Helt, to) ti'e (eC11910141 its iereileflMASl foer
feeeidieeilenieel eiiiiiege' IIeI the lietilera-st ate, unt-eeepoYccent. symti'ci. rhio Ail.
inist rittlou's 144'ounI~iIndf)101 IlesWere'4111U( enioIlke i eCec1e10ei101 bills. S. 11191 tinld

11.11. 8$.It is S. 1)1 Uneit is likely to bo under coumeietoretion tIn eolecil
Wit01 work oct 1.11. 15111). Tleo itihinvo of this coeccneet will essentially pertain
it) proleomell scehi. ats cire (?cntained lit H. 11)91. Aside from Its tax priovisionIs,
the major coutnute of this lill arP ats follows:

1. Imeleoso F5ederl lihetit, durationi, eligileli ity, IHII e fit-Altte' foilciand Ilnanelecg
Standaehirds i thle stat (i uecicloyiet colIHnseio p1 rograms.'5

2. Pr'ovie mix eeoetiis of Pedeiii uniiempl~oymt'et leieii'm (enIled P~edera I
l'iemcloymii)It Adljustmcient lBenits) to liermiNl whoe leave collectede mtate utiI
teloyeynt ceneelits fecr six ntoulths antd who arte still uenemloeyied.

3. Provide Fieelc gratt to any stuet4' where tile ceeeeiolply litelit eoeecpeeeeei
tion benefits pid out exceed two percent of tile total covered payroll lit thle
8111t10.

Neietenzt: of Pieeral Matenie much as conctained lin 8. 11101 niot onliy wotild
Sift irect le'gtiativye control Over imeeleloyent. comtiittli 14 from tilt sat te.-4
toe the Pt'eiril, (hevernent, It alsoi voeil draestic'ally eleaeego tle fundlaental
Jll ilomolely upol Wilht 11ueeeciepioyeeeeeut (1oceu10IS11eesc Iois eIISeei. Uuulynu
i't'leniesuiit beis it spial Pili'i4r5om programeo; It wets demiglied te) provide tem.~
ioi'eu'y protecti10n during tle erleod (if iem~lile)Y nit thact noermcally occurs witeu
it worker hase been hlid off from C jot) aund Is seairchlig for aneothiere. Tile
Vi'dei al 111em~ployeet: bleeetitea tha~t weuceh be provided by 84. 11)) would extendi
et ite leieploymnt beeeetlt. (it t ion so far Mlat thle program would luivocmui
closely aikn to a national gcartntei'd aecimill wige lan.

ontgremg establ islied tile Ireseit V~ederal-state imeeuilovekut comnsat~iton
system it '101S,5 lit dloinig soe, after neirefeul coeesideitlon, It. delibeerately i'hoeue
to) allow each "tate to di'termille thle subStantive% provisions of the stlito's lit-
eciipioycueet ('ocipijmati lollla. The respeonsibility phiedo one each state to pro.
VWlIi afi unlemplioymenelt ecmpen)sation11 program theit w~ould maeet: the needs of
lice- peolo of that state And tle authority to carry ouit that obeligationc were for till
pleitieaU pui*P05em icceiicni1ted. That Congressloiot deelmsii, wifh iN thle key.
Stole of thle 1ncceinp1loyciieet compenisaione systeliet Olet country has been re.
tiffircuedi, dire(etly or luicerectly, by each ineeedeg Couegreees, Nevertheles,
lile) dveeison has beene ottacketi contiuu sly. Tlimne after tie efforts haeie
been inade to persuaded Conegress to reverse INt decision and strip the states oef
ell but tokent responsibility for their ucimelhoylciect, comepenesaion lergrumec.
'rhee ailvates of "teoleritlirlitg" thle 1111etelielet) eit ('omeiio 1l1 system are
cigini confronting tho C1ongress witil tiets fueeunlenetid Issue Muell each1 state
gieverumut control its tilceenjooyueent. comeneesationt prograine or olhall. (ls re.
sieinsltelllty )'n takenc a~way from tlie steiteg and d~reCt, legislative control over
cull M3 slate pr~a sh're-emenl d bey t lee Federai a(overnenea Tbies Issueo
is biasic to auey consideration of Imeposeing sweeping Federal Atandards etiid now
Federal bletelt.

If the Conamrss Is coenvinced by thle factit that the states heave failed tt 'rovide
IIIeeoll)loy teent cocnpeeeseet bee proegramcs tlit itro reasonably lin accordl with thle
eceeds oIf their citizeis, If It Is demonstrated that thle states hlove ll~ derelict
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in meeting the obligation placed upon them by Congress, then indeed, tile most
serious consideration should be given to the fundamental change in Federal.
state relationships that would be made by the Administration's recommendations
as embodied in S. 1991. If. however, the advocates of Federal standards are
unable to demonstrate that the states have failed to maintain unertiployment
compensation programs that are reasonably in accord with the needs of their
citizens, the Congress should find no more reason than did prior Congresses
for altering in any basic sense the long-established Federal-State relationship
in the field of unemployment compensation.

Basic argumets of the advocates of Federal standard
The advocates of Federal standards claim that the state unemployment com.

pensation programs provide "inadequate" benefits, impose "harsh" penalties on
some claimants and are "unsoundly" financed. They say these "weaknesses"
occur because each state tries to hold its unemployment compensation taxes down
in order to induce industry to locate new plants in the state. The Department
of Labor refers to this as "interstate tax competition." In order to solve the
problems caused by "interstate tax competition" the proponents of Federal
standards say the Federal Government must decide what unemployment bone-
fits each state shall pay, to whom these benefits shall be paid, and how the
benefits are to be financed.

General rebuttal of arguments for Federal standards
It is significant that none of these criticisms of the state unemployment coin-

pensation programs is iow--each complaint has been advanced time after timu,
to a succession of Congresses. It is even more significant that the "solutions"
now proposed are not new. They are in fact the same doctrinaire solutions that
were offered to Congress in the 1930's, in the 1940's, in the 1950's, and earlier
in this decade. The adviwates of S. 1991 propose to "modernize" the state un-
employment compensation programs by the same method that was initially
offered more than a quarter of a century ago and which subsequently was
unsuccessfully proposed decade after decade in depression, in recession and in
boom, in hot war, in cold war and in peace, to Democratic and Republican-
controlled Congresses, to Republican and Democratic Administrations. To
contend that concepts advanced in the 1930's will, if adopted, "modernize" to.
day's state unemployment compensation programs seems singularly uni.ealistic
considering the extent to which the state programs of 1966 differ from the
programs in effect in 1939.

Benefit adequacy standards
The Congress has already received from many groups-some representing a

segment of industry, some speaking for organized labor, and some claiming to
be totally devoid of self-interest-all the statistics needed to determine whether
the states have increased weekly benefits enough to offset the rlse in price
levels that has occurred over the last quarter century. The data will show
that in most instances the states have more than met this test. The Membership
of the Committee on Finance knows that maximum benefit entitlement In every
state now is several times what it was in 1939, that the extended waiting pe-
riods that claimants once had to serve before collecting benefits have been re-
duced or eliminated by every state, and that the average weekly benefit paid
today will buy more than the average benefit did 10 or 20 years ago despite
the inflation that has occurred. The Committee certainly has been told by
others who oppose Federal standards that the state unemployment compensa-
tion programs have not remained static, that they have been continuously
improved and strengthened over, the past three decades. Such statemuepts ore
not mere self-serving declarations or unfounded claims. By any reasonable test
the state unemployment compensation programs have more than kept pace
with the changes in the economy from 1939 to 1966 and are far more effective
today than they were then. In this regard, It should be noted that maximum
weekly benefits were increased In 21 states last year and, although 1966 is an
off year for most state legislatures, six states have increased their maximum
weekly benefit amounts so far this year. Accordingly, it is contended that state
benefits in the main are adequhte today and, furthermore, that there is every
reason to believe that the states will continue to improve benefits for those
who become involuntarily unemployed in the future.



UNEMPLOYMENT INSURANCE AMENDMENTS OF 1966 775

Diiqnalification 8tandards
S. 1991 would limit the penalty that a state eould impose on an individual who

brought about his own unemployment, for example, an individual who volun-
tarily quit work or who was discharged for misconduct. The maximum pen-
alty permitted would be the postponement of benefits for a period of six weeks.
This is one of .the most deleterious provisions advanced in the Administration's
bill. S. 1991. Most employers today are interested in maintaining sound state
unemployment compensation programs. In state after state employers have
supported reasonable increases in weekly benefit amounts and in benefit dura-
tion; they also have supported higher taxes to pay for those benefits. Em-
ployers generally do not question the payment of unemployment benefits to
Individuals who are involuntary unemployed. But employers object strenuously
to paying benefits to individuals who are voluntarily unemployed. In today's
economy, when almost every conceivable skill is in demand, when unemploy-
meat.is at the lowest level reached in years, when the number of voluntary
quits In manufacturing alpreciably exceeds the number of layoffs, the dis-
quialiication standard proposed in S. 1991 is totally unrealistic. It cannot
validly be argued that the disqualification provisions 'currently: in use are
"harsh." Indeed, as ,benefit amounts ,are increased it ought to be made more
difficult for those who cause their own unemployment to collect benefits.

It is probable that the imposition of this Federal disqualification standard
would do more to destroy the willingness and the desire of employers to help
maintain an effective unemployment compensation program than would any
other single provision in S. 1991. Additionally, it could have the effect of dis-
couraging employees from taking and holding jobs.

Experience rating
The advocates of expanded Federal standards would modify the employer

experience rating in such a fashion as to lead to its virtual elimination. If
experience rating is eliminated, employer Interest in unemployment compensa-
tion will be destroyed. Incentives in present law to provide stable employment
and to contest improper claims for benefits would be weakened. Without active
employer interest and participation, it would be impossible effectively to
police and administer the unemployment compensation program in a state.
This is the conclusion that has been reached by those who are directly re-
sponmsible for the successful operation of the state unemployment compensa-
ion programs--the state Administrators. Time after time these public servants

have indicated that their efforts to improve the operation of the state programs
are in large part dependent upon informed and active participation by employers.
The state Administrators also have made absolutely clear their belief that such
participation is directly dependent upon an effective employer experience rating
I)rovision in the law.

An indirect assault on experience rating is carried out by the sole provision
contained In S. 1991 that would seem to expand the freedom of the states. Under
the proposed experience rating "standard" each state would be authorized to
determine unemployment compensation' tax rates for employers In that state
by any method it chose. Instead of assigning each employer a tax rate that
reflected the amount of benefits paid to his former employees, a state could
simply require all employers to pay at the saine rate. This could tend to
produce a result whereby those employers in the state who are assigned con-
paratively high tax rates will combine forces with other proponents to per-
suade the state legislature to eliminate experience rating. It is clear that
those employers who provide steady work and 1vho pay high wages would
bear much more of the cost of unemployment compensation if the experlen*
rating concept is lost.

Interstate tax competition th eory--"fnadequ ate" benefits
The Department of Labor has claimed that the states have not provided

"adequate" benefits because of the "fear" of Interstate tax competition. States
hold their unemployment compensation program costs down, according to this
theory, in order to induce industry to locate new plants in the state. Just how
significant a competitive factor is a state's unemployment compensation tax cost
when compared with stateto-state differences in wage patterns, the availability
of trained labor, other state taxes such as income and franchise taxe imposed
on business, ad Infinitum? An article, "The South: Stagnation or'Progress",
that appeared in the AFL-CIO American Federa~lonist reported on an "ex-
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haustive survey" that revealed the reasons wihy Industry expailig or locating
in the State of Indiana selected that State. To quote the l.'oft-rtion ,it:

"In order of importance, these were t he reasons cited:
1. Proximity of established markets and potential of local markets.
2. Supply of skilled labor and favorable euployer-employee relations.
3. Access to raw material.
4. Occupancy costs, Including availability of Industrial sites.
5. Taxes and government.
6. Availability and cost of electric power and fuel, including gas, oil,

and coal.
7. Living conditions, Including housing and cost of living, schools and

religious facilities, community development."
The Federatlonibt also cited as authoritative a study which Indlicated that

"45 percent of the new plants locating ill the South during post-war years were
Interested in the increased consumer market of tMe region and another 30 IRr-
cent chose that area because they were interested in eleali eleetire poWert,
natural gas, forest products and minerals." It was pointed out that these mar-
ket-oriented employers "produce such things as automobiles. farm equipment,
electrical supplies, machinery, rubber products and building materials. They
build the largest plants, employ the most loiople and pay the highest wages."
In short, these are exactly the kinds of business every state would like to
have come In and set up operations. Nowhere In the Fcderationlst artlh, is
there indication that state unemployment compensation taxes .have any il-
fluence on such decisions.

Interstate tax competition-Eq1taliZation grants
The "interstate tax competition" theory is advanced as the Justification for

another major element of S. 1991-the "matching grants for excess benlclt costs."
Purportedly, such grants would equalize unemployment colpensatlion costs
among the states and keep any state front obtaining a competitive advantage
InK the interstate contest for new industry. The fact that the "Interstate tax
competition" theory is a chimera has already been esablished and no further
comment is necessary at this point.

The proponents of equalization grants also assert that It is inequitable to
Impose upon employers in a state, such as Michigan, California, or New York,
the full burden of that state's "disproportionately high" unemployment coill-
pensation costs, arguing that "such costs are largely beyond state control and
result from the influence of national factors in the economy." 'hat argument
must be accepted on faith, if It Is to be accepted at all, shice no facts are
offered to support it. Even the naked assertion would be more persuasive if it
were advanced by the employers who are subjected to this "Inequitale" Ireat-
ment: to (late. however, there has ben noI outcry froin employers in any state
pleading for Federal rescue from inequitable state uneiployeni conipeilsa-
tion tax costs.

Federal uminmploymea t adju.tmentit benefltR
The Department of Labor says that a "major weakness" of the unwmlloy-

meat comlpensation systeill is its "failure" to provide ieciefits for claimnts
who are unemployed longer than six illointhis. Such lengthy ulldOllyltient,
according to the Department, "is attributable to such factors ias autollallion

and other technological developments, shifts in defense product ion, and geo-
graphical movements of industry-factors not restricted to state boundaries"
and it ('an be "adequately and equitably C'olapensated only by a 1l0t1al

programi"
The implication that all unemployment lasting more than six months Is due

to "national forces" clearly Is fallacious. Many Individuals who are unemployed
six months have withdrawn front the labor market. Many are retirees, miany
are women who have taken on the obligation of hoimemakin, many are secondary
wage earners, many are seasonal workers. Clearly there Is no justitleation for
paying Federal or state unemployment benefits in sucl eases. On the othei'
hand, those relatively few individuals who are out of work due to technological
developments, etc., ought not to be placed on a Federal dole. Such persons are
precisely those who imeed to be retrained if they are to have any real chance of
re-entering the labor market effectively. The assistance whih such individuals
need should not be made a part of the unemployment comnemisitioni system;
the assistance should be training-orlented not benetit-oriented. It should be
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related to the Manpower Development and Training Program, the Area Redo.
el'hpnment Program, or other governmental programs ained at the real crux

of (ihe problem-the Individual's lack of a marketable skill and the necessity
to develop one. These Individuals need counseling, education, training, and
real motivation to overcome the debilitating effects of prolonged unemployment-
a Federal dole Is not tin acceptable substitute.

,'cderal illemployont compl)ffal8tiof taui base and rate
5. 11)91 would raise the Federal unemployment compensation tax le to

$6,600 and the tax rate to 3.25 percent in order to finance proposals in the bill
for Federal Unemnploynent Adjustment Benefits and equalization grants. If
those lrop)osals are rejected l)y the Congress, and they should be, the only
Justification for in(,reasing Fedoral Uneniployment Tax revenues would be to
finance the Federal share of the cost of the extended benefit program incorpo-
rated hi the Iouse-lpssod version of I.HR. 15119 and to finance additional
adminlttratlve costs. As previously indicated, any funds required for those
ln1uris-es Hliouh|l be obtained solely through an Increase In the Federal Unem-
ployment Tax rate.

The Department of Labor, however, argues that an Increase In the tax base
Is also needed because of "declining state reserves." The implications are (1)
that state reserves have fallen to uncomfortably low levels and (2) that the
states will not raise enough taxes to assure tihe safety of their unemployment
compensation programs unless they are compelled to (1 so by the Federal
governmentnt . State unemnloyment conilmensation reserves exceed $8 billion;
this is more than three times the total amount of uneniploynient benefits paid
by all the states during 1965. By comparison the Federal Social Security
reserves only nmoestly exceeded the aniount of Social Security benefits paid out
In 165. It should be noted that 22 states provide tax rates higher than the
so.called standard Federal rate of 2,7 percent; three States provide a tax base
higher than the $3,000 Federal unemployment compensation tax base; 15 states
have tax rates higher than 2.7 percent and a tax base higher than $3,000. In
nil, t0 states voluntarily and without any Federal compulsion have improved the
financial soundness of their employment compensation programs. In most
cases the broader tax structures were enacted with the active support of em-
Iiloyers. The remaining states can be expected to take shuilar action if it
becomes desirable to do so.

The other arguments advanced by the Department of Lalbr for increasing
the unemployment compensation tax base to $1,600 are as subject to criticism
as their "declining state reserves" argument. For example, the Delmrtment
notes that the OASDI tax base and the unemployment tax base were each
$3.000 in 1931) and argues that "it is appropriate to bring the two into agreement
again." The OAS1I tax baso serves two purposes: It limits the amount of
wage that is subject to taxation, and it establishes the maximum niothly retire-
ment benefit. The nmaxinum nmon,thly retirement benefit cannot be raised
exeehpt by raising the tax base. It. was appropriate, therefore, to raise that tax
base its wages rose in order to maintain a reasonable relation between wages
and benefits. On the other hand, while ,the unenil)loynent,,compensation tax
base lilits the amionnt of wage that is subject to taxation, it has absolutely
no connection with the inax nium weekly unemployment benefit pald In any
state. The maximum weekly unemployment benefit in every state can be In-
(reased and, in favt, has been increased repeatedly in every state, without
raising the state tax base and without raising the Federal tax base. Because
the OASI)I tax base has been raised Ini order to provide higher ol-age benefits
Is scarcely a valid reasm for raising, the Federal unemployment compensation
tax base.
''ar eoxf-eenomfe Imoaet

State and Federal unemployment compensation taxes now amount to more
than $3.5 billion annually. The added tax cost-both Federal and state-that
would result from enactment of S. 1991 cannot be determined wlt i any accuracy
Nweause the Department of Labor does not yet have tivalInblo infoi-nintloih needed
to inmake that determinatloi. Judging by previous bills sililar to, but less ex-
tenqive than S. 1991. the added annual cost could be well In excess of $2 billion.
Thiq would be a significant additional burden on business mid almost certainly
would have an adverse effect on the rate of Investment in job producing facilities
mid operations. Considering the anticipated growth on the number of young
workers who will enter the labor force during the next 10 years, deterrents to
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industrial expansion should be avoided whenever possible to assure that these
youths will have opportunity to find useful and remunerative employment. An
additional payroll tax burden of $2 billion or more a year, following on the heels
of the increased payroll tax load resulting from the recently enacted liberali-
zations In the Social Security Program, should be carefully appraised for its
potential impact on economic development and expansion of improved employ-
ment opportunities.

CONCLUSION

The House-passed version of H.R. 15119 would make worthwhile and construe.
tive improvements in the existing Federal-state unemployment compensation
system. For the reasons expressed in this statement, it is respectfully urged
that proposals to amend H.R. 15119 that would seriously damage the system by
imposing new Federal standards and by establishing a program of new Federal
benefits should be rejected if offered as amendments to the bill during the Senate
consideration of the "Unemployment Insurance Amendments of 1966."

CONNECTICUT STATE LABOR COUNCIL, AFL-CIO,
Waterbury, Con., July 22, 1196.

Hon. RussEL B. Lo.xo,
Chairman, Coommittee on Finance, U.S. Senate,
Washington, D.C.

DEAR SENATOR LONG: On behalf of the 660 locol unions affiliated with our
State Labor Council, I wish to go on record as being In support of 8eiate
Bill 1991. This measure would go far toward removing an unfair element of
competition among the several states: a competition based on the privation
and hardships imposed on the victims of' unemployment.

We are especially in favor of the establishment of minimum standards for
the payment of benefits to those unemployed through no fault of their own. It
is the absence of such standards which permits some states to maintain lnade-
quate levels of payments, and thus maintain a lower rate of taxes than other
states like Connecticut. The benefit schedule in Connecticut, while not yet
sufficient for a decent living standard for the unemployed, is very much better
than those of many other states.

We have seen a number of the larger corporations move' operations from
Connecticut to these states with lower tax rates for unemployment compensa-
tion. This means the loss of jobs to workers who have built up long service
records, and whose age will usually prevent them from obtaining other emuploy-
ment. Two recent examples which have come to my personal attention are
the Scovill Manufacturing Co., which is moving about 200 jobs to Virginia;
and the National Distillers Corp., which is ending 250 Jobs in its Bridgeport
Brass plant and setting them up in another Virginia location.

It is significant that the National Distillers' local management gave the local
union representing the Bridgeport employees a chart showing the lower costs
of operation in' Virginia which included lower taxes for unemployment com-
pensation.

I have no doubt that the same factor influenced the management of the Scovill
Manufacturing Company; because the current average UC tax in Virginia is
one-third that for the state of Connecticut. The Virginia tax is only 7/1o of 1
percent (.007) of payroll, compared to 2.1 percent in our state.

The difference in favor of corporations operating in Virginia, 1.4 percent of
payroll, Is a considerable factor to the modern cost-conscious management.
It is a factor which should not be permitted to continue when it is based, as
this is, on wholly inadequate standards of benefits in one state as against
another.

I request that this letter be made a part of the record of the hearings before
your committee on this legislation.

Respectfully yours,
JOHn, J. DnIsCOLL, President.
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AMALGAMATED TRANSIT UNION,
Washington, D.C., July 26,1966.

Senator RUSSELL B. LONe,
Chairman, Committee on Finance,
U.S. Solete,
Washington, D.C.

DEAR SENATOR LONG: Our organization firmly believes that the present federal-
state unemployment compensation system urgently requires revision to make
it more responsive to the needs of the unemployed tnder modern conditions.

We support the reforms proposed by the Administration in the McCarthy bill,
S. 1991, as a means of strengthening this program. These reforms would pro-
vide minimum federal standards for benefits, duration, eligibility and disqualifi-
cation; broaden coverage; improve financing; establish an extended benefits
program of an additional 26 weeks for long-term unemployed; and institute
a cost-equalization formula to minimize disparities between the states.

As shown by the testimony before your Committee, our present program of
unemployment insurance is not fulfilling its purpose of assuring to every unem-
ployed worker in every state an objectively determined Income, which, related
to his former wage, will carry him through a period of joblessness without re-
(luiring him to apply for welfare assistance or to make drastic alterations in
his way of life.

There are still many workers among our 125,000 members employed in the bus
and transit Industry who have either experienced periods of Inadequately com-
pensated unemployment or who have found themselves totally without coverage.
To meet the goal of the unemployment insurance system of assuring to unem-
ployed workers weekly benefit amounts of at least 50% of their average weekly
wage, It is essential that federal minimum standards be enacted along the
lines proposed by the bill. These will Increase the maximum benefit amounts
in three stages to keep pace with the rising level of wages, so that all except
perhaps ten to fifteen percent of the highest paid workers will be entitled to
benefits of half their own weekly wage.

We believe the broadening of the program, as envisioned by this bill, to cover
approximately five million additional workers, is a step in the right direction.
Our system should move as rapidly as possible, however, toward the ultimate
protection of the total working force.. In this respect, we deeply regret that the
bill provides no protection for the nearly seven million non-covered jobs In state
and local government employment. Many thousands of our members In the local
transit Industry are municipal employees and thus excluded from coverage.
We would like to suggest that. If the Constitution prohibits coverage for these
employees on a mandatory basis, the Committee consider the problems of these
workers and find alternative means of at least urging the states to exten-I un-
employment compensation to all public employees within their juriSdiction
on a voluntary basis.

The need for federal action to establish uniform standards in benefits, dura-
tion, eligibility and disqualification can be graphically illustrated by reference
to the situation confronting our members In the over-the-reed bus systems such
as Greyhound and Trailways. Many of these workers regularly experience
periods of short-term frictional employment resflting from seasonal fluctuations.
In another type of case virtually the entire working force of an interstate bus
company was recently discharged for alleged misconduct relating to their work.
All of these employees worked for the same company, were subject to the same
pay and conditions, and were separated from their employment under exactly
the same combination of circumstances. Yet, under the many variations of the
different state systems governing their claims, some drew benefits While others
were disqualified. The level and duration of benefits paid also varied, depend-
Ing on the state. To bring at least some logic and equity into our 51 separate
federal-state systems. the states must be required to adopt certain minimal
standards for providing benefits which should be uniform nationally. Perhaps
of greatest importance among these is the provision of the bill limiting the
penalty for a disqualifying act, such as where the worker quit voluntarily, was
discharged for misconduct, or refused suitable work. to a 6-week period, without
any reduction in the total benefit eligibility. This provision would bring about
a notable improvement in the many states which have imposed draQtic disq(Iuall-
flcation requirements as a means of holding down the cost of providing benefits.

Federal l-rfslative action to broaden the taxable wage base from the present
level of $3,000 Is clearly desirable to maintain a reasonable relationship between
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taxable and total wages. Although we support the bill's proposal to increase
the taxable wage base to $5,600 and eventually to $6,600, we would go further
and advocate taxing total payrolls as the broadest and most equitable tax base.

Variations in the extent and degree of unemployment from state to state make
it highly desirable that the federal government share at least some of the costs
of benefits In high-cost states. A plan, along the lines proposed by the Adilnits.
tration, to equalize costs to some extent between the states, should be adoptedI
to make it easier for states with highievels of unemployment to have both ade.
quate financing and adequate benefits,

Finally, we support the idea of a continuing program of federal adjustment
benefits of an additional 20 weeks for those who have exhausted their state
benefits. This program, In our view, is far superior to the proposals contained
In the bill passed by the House, H.R. 15119, whihli provides for the occasiolal
extension of benefits in a statewide or national ,recession period, the extensions
to be triggered on and off as determined by statistical averages. The triggering
method provides no opportunity for planning. We submit that the federal
adjustment allowance for the longer term unemployed will be most useful if it
applies to anyone so affected whether in good times or bad, and if it Is keyed to
other federal and state programs of vocational testing, counselling, training,
and re-location.

We wish to thank you for this opportunity to present our views in support of
S. 1991. If it is yet possible to do so, we would also greatly appreciate having
this statement made a part of the printed record of the Committee's proceedings.

Sincerely yours, JOHN M. ELMXOTr,
International President.

NEVADA STATE AFL-CIO,July 22, 1966.

Ilon. RUSSELL B. LONG,
(ha irman, Committee on Finance,
'.8. ,e0ate,

Washington, D.C.
DEAR SENATOR. LONo: Nevada is in need of a Federal Unemployment Compen-

sation reform law. In our State, we have over 25% of the workers who have
exhausted their benefits. Many of our people are out of work today because of
a slow down in Home Construction, which over the last five years employed 35%
of our construction workers.

Their benefits will be exhausted this winter, when they are needed. The
average weekly wage of our state ranks 4th in the Nation, or $120.00 per week.
The average weekly unemployment check Is $89.00 per week.

Here is an example of our law, In order for a worker to draw $16.00 per week,
for 11 weeks, he must earn $528.00 in his base period, to receive $16.00 for 2(0
weeks, he nst earn $1284.00 In base period. To draw $150.00 per week, for 11
weeks, a worker must earn $1650.00 in base period. To draw $50.00 per week
for 20 weeks, a worker must earn $3900.00 in base period.

The base period Is the first four of the last 5S completed calendar quarters mi-
mediately preceding the quarter in which a new clain is filed.

In 1939, Nevada paid 57% of the state's average weekly wage, today tile
workers receive ,34% of the State's weekly wage. Nevada over the years has not
kept pace in paying benefits, Labor In the State of Nevada has over the yar.
pleaded with the State Legislature for greater benefits. In 1957. the weekly
benefit for a single person was $37.50 per week. Eight years later, It was
raised to $41.00 per week for a single person. In 1965. the worker had to accept
n backward step to Have their benefits raised. They had to accept an amended
law which allowed the Department to disqualify more workers.

Basic reform Is needed to brinw Jobless benefits up to where they were many
years ago. The officers and the members of the Nevada State AFL-CIO support
the program of our National AFL-CIO, on Unemployment Compensation, and
request your support and cooperation toward the pasage of this vital legislation.

I would appreciate it Senator, If the above statement be printed In the record
of Committee Hearings.

Sincerely yours,, Leus PATEY,
F4 e~t Eve /eertarg.Treasrcr.
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NEWAic, N.J., July 25, 1966.
Ion. RussELr. B. LoNG,
('hairtian, Committee on Finattce,
U.S. Senate,
Washington, D.C.:

New Jersey State AFL-CIO untnniiously supports unemployment compensa-
tion reform along the lines of the McCarthy bill.

We strongly favor higher ceilings on the amount of benefits at least twenty-
six weeks of state benefits with a federally financed extension for persons with
steady work history, limits on disqualification, and a major expansion of cover-
age with adequate financing.

We wholeheartedly concur in your statement that Congress sets standards
that States must meet for virtually every other federally financed program
and find it Inconsistent that U.C. insurance be the exception.

Uniform Federal standards are most necessary.
We would greatly appreciate that our communication be printed in the Record

of committee hearings.
CHARMS H.IMAUCIANTE,ceta rj.2'r'easurer.

NEw Youxc, N.Y., July 2 ,f 1966.
Ion. RUSSrr.IL Ti. LONG,'

ChaIrman, Comm ittee on Pinance,
U.S. Senate,
Wa8littg/ton, D.C.:

National Marlne Engineers Benieflcial Association, AFL-CIO which, represents
virtually 95% of licensed marine engineers in the country.fully supi rts AFL-
CIO Preslew.ft George Meany In urging unemployment compensation reform
along the lines of the McCarthy bill, S. 1191 now under consideraotln by your
honorable Comomittee on Finance, A national adequate unemployment compen.
station system with fair minimuin federal standards applicable to all states is
of particular ilportan(e to the' members of our union who, while serving in the
mattion's merchant nmrine have their residences in states throughout the nation,
andwhen unemployed are subjected to confusing, contradictory and wholely
inadequate standards for unemployment compensation. We support the Me-
Carthy bill concept of broader coverage, uniform and fair weekly benefits, uni-
form disqualification penalties and a modern and sound system of fina icing.
The McCarthy bill offers a national approach to a complex problem, cutting as it
does through the present jungle of differences in the requirements of the various
states, and providing a national unemployment compensation system which will
benefit not only those who suffer the blight of loss of employment bit. the
economy of the nation as well.

I respectfully urge that the statement be incorporated in the Record of the
hearings before your Committee on Finance.

JssA M. CALHOON,
President, National Marine Engineers Beneficial Association AFL-CIO.

.PENNSYLVANIA STATE CHAMBER OF COMMERCE,

Harrisburg, July 22, 1966.
ion. RUSSELrL LONe,
Chairman, Senate Finance Commnttee,
New Scnato Oflcc Building,
Wao8hington, D.C.

I)EAR SENATOR LoNe: The following statement, offered on behalf of the Penn-
sylvania State Chanmber of Commerce, is submitted for the record of the hear-
ings of the Senate Finance Committee on H.R. 15110, the bill to amerd the
unemployment compensation system. My name is Carl F. Schatz, and I am
Treasurer of the 0. 0. Murphy Company, Chairman of the Pennsylvania Cham,
bear's Social Legislation Committee, and a member of the Chamber's Board of
Directors.. 1 1 - I , -

H.R. 15110 is generally endorsed by the Pennsylvania Chamber. There' are
several of its provisions which we would rather have omitted, or, which we would
have preferred to see drafted in somewhat different form, but we recognize
that an element of compromise is that neither party is entirely satisfied.
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Our endorsement of H.R. 15119 is conditional upon its adoption in its present
form. Should tLe Senate amend it, to restore any of the undesirable features of
previous bills, we will oppose the amendments.

We particularly would oppose any of the following provisions:
1. Any Federal benefit period to be available in periods of strong economic

activity as well as in recessions.
2. Any weakening or eroding of experience rating.,
3. Any attempt to dictate to the States the amount or duration of unemploy.

ment benefits.
4. Standards for the eligibility or conditions for disqualification of claimants

other than those already incorporated in H.R. 15119.
In general we approve H.R. 15119, although we would qualify our approval in

some respects.
We approve the proposal to extend the duration of benefits in recessionary

periods. We do not specifically endorse the triggers set in H.R. 15119, par.
ticularly the trigger for extension in individual States. It would have been
a much better proposal if each State were permitted to adopt its own definition
of recession. Pennsylvania and other States have already adopted programs
of extended duration, and the different approaches made to the problem would
have provided valuable experience in discovering the most helpful definition.

In any case, a trigger for benefit extension based on the relationship of in.
sured unemployment at a given time to the level of unemployment in previous
years is too variable to be satisfactory. We find that if this law had been in
effect in Pennsylvania during recent years, in some calendar quarters we would
have had an extension of benefits with an unemployment rate of 3.4% ; In other
quarters a rate of nearly 9% would have been insufficient to trigger an extension.

The proposed increase in Federal unemployment tax is acceptable to the
extent that it is necessary for administrative purposes and to fund the Federal
share of extended benefits. We believe, however, that a Federal tax base of
$3600 would have been preferable to the $3900 and $4200 specified in the bill.
Antincrease in the Federal tax base automatically increases the tax base for
the State systems, and a sharp increase In the base for State taxes causes a
dislocation in the impact on the individual employers.We regret that the House has found it necessary to impose restrictions on
the State laws, by prohibiting the so-called 'double dip', by ensuring that
claimants in approved training courses are not thereby disqualified, by forbidding
the States to cancel wage credits for voluntary quits, and by forbidding dis-
crimination against out-of-State claimants. The last two restrictions do not
apply to Pennsylvania, and the first two are already a part of our law, but we
would prefer to see the States given maximum latitude to establish their own
system.

With these qualifications, we endorse H.R. 15119, and recommend the Senate
Finance Committee report it favorably. CARL F. SCHATZ,

Chairman, Social Legislation Committee.

STATEMENT OF JOHN C. HAVEN, VICE PRESIDENT, GOVERNMENT, NATIONAL

RETAIL MERCHANTS AssOCIATIoN

INTRODUCTION

The National Retail Merchants Association is a voluntary non-proflt organiza-
tion serving, in a research capacity, retail, department, and women's specialty
stores. Its membership embraces more than 13,000 individual retail stores
located in every state in the union and in 46 countries abroad. Memb-ra of the
Association, hereafter referred to as NRMA, employ approximately 1 million
persons, and do a combined annual sales volume of $21 billion. The Association,
therefore, has a very substantial and direct interest In any proposed amend-
ments to the present Unemployment Insurance Program as conducted by the
various states throughout the country.

The NRMA for many years has supported, through the action of Its Board
of Directors and at annual meetings of its membership, the principle of unem-
ployment insurance as a means of security for the wage earner who, through
no fault of his own, Is unable to find work. The Association has consistently
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contended that since employment varies substantially state by state, that the
most effective administration of a sound Unemployment Compensation Program
is best accomplished through the state system rather than by Federalization.

CURRENT LEGISLATION

Your Committee has before it for consideration .1991 which sets forth the
Administration's proposals as introduced in May, 1905. It also has before it
H.R. 15119 as developed by the House Ways and Means Committee, and as
approved by an overwhelming majority in the House of Representatives.

Our basic position is that no Federal amendment to existing Unemployment
Compensation Insurance is needed at this time. The record demonstrates that
the various states have made substantial and meaningful progress in liberaliz-
Ing their respective Unemployment Compensation benefits. We believe that the
states can be relied upon to continue to efficiently liberalize the Administration
of their respective programs as dictated by economic conditions.

We believe it to be true that the retail trade has paid considerably more money
into unemployment compensation programs than the benefits which have been
paid out to its employees who suffered a loss of employment through no fault
of their own. Retailing, by the nature of the unpredictable fluctuating cus-
tomer traffic, and the need of providing maximum shopping hours, must rely
heavily on part-time or short-hour employees such as house wives and students
who are not truly in the full-time labor market and who, for the most part, are
secondary wage earners and not the sole head of a household. These employees
generally are not, eligible for unemployment benefits, and gain nothing from the
unemployment tax paid by their employers. This places an added burden on
the retail employer as compared to employers in other industries who operate
basically with a regular full-time employee staff.

However, if in the wisdom of Congress, and now particularly the Senate, legis-
lation is deemed necessary at this time, we believe the Senate should support
the adoption of H.Rl. 15119 without amendment,

The House Ways and Means Committee had before it, the Administration's
1)i11 H.R. 8282-a companion bill to the Senate S. 1991. NRMA vigorously op-
posed H.R. 8282 on behalf of its members. It filed a detailed statement with
the House Ways and Means Committee dated August 25, 1965. A copy of this
statement is enclosed. Rather than repeating here the argliments it contains,
we respectfully request each member of the Senate Finance Committee to study
this statement carefully. This House bill, had it been enacted, would have ffb-
stantially Federalized our state systems of Unemployment Conipensation as
would Senate bill S. 1991, now before your Committee.

The House Ways and Means Committee, guided by Its Chairman, Wilbur D.
Mills of Arkansas, held extensive hearings on H.R. 8282, and spent a consider-
able amount of time in executive sessions before reporting out its own Com
mittee bill, H.R. 15119 (and an identical bill H.R. 15120 by the ranking minority
leader of the Ways and Means Committee, John W. Byrnes of Wisconsin). It
represents a reasonable and workmanlike compromise to the Administration's
proposals and to the views expressed by the AFL-CIO. The House, bill, as
passed, reflects the best thinking and judgment of a majority of the state Un-
employment Compensation Supervisorsi who must cope with their respective
states' unemployment problems.

We believe that on balance the provisions in the House bill pertaining to the
increase in the tax rate, the extension of coverage, the increase in the base rate
for tax purposes and the eligibility for benefits, while' lmpo§Ing an additional
burden on the retail industry, are workable, even Ithough costly to our members.
We do not believe the views expressed to your Committee by Mr. W. Willard
Wirtz. Secretary of Labor, on July 13, are in the best interest of the States' In-
surance Program, or that his recommendations for more Federal controls are
neeled or warranted.

In conclusion, and to repeat, if Congrmss believes amended Unemployment
Compensation legislation is needed, the House bill H.R. 15119 is a workable
compromise to the Administration's proposal and warrants the, Senate accept-
ance without any change whatsoever. Certainly the House Ways and Means
Committee Is a most competent body, it has given intensive 'consideration to
this very Important problem and the acceptability of its recommendations is cer-
toinly demonotrnted by the overwhelming majority vote it received in the House
of Representatives.
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'kITATEMENT OF THE NATIONAL RETAIL MERCHANTSTLASOCIATION ' 
ON H.R. 8282 AND

'RELATED LEGISLATION TO AMEND T I FEDERAL UNEMPLOYMENT TAX ACT BEFORE
.THE HousE WAYS AND MEANS COMMITTEEE A7uGST:25" 1965

INTRODUCTION'

*The National Retail Merchants Association is a non-profit -membership corpo-
ration with a membership of over 13,750 stores located In every state in the
Union and in forty-six countries abroad. ' Members of the National Retail Mer-
chants Association provide employment for approximately-1,000,000 persons and
do an annual volume of business of about $21 billion. Because of the large
number of wage-earners employed In the retail industry, our Interest In proposed
revisions of the unemployment insurance statutes Is manifest; Indeed, as our
statement hereafter will reveal; the impact on retailing will be of, extremely
serious proportions. .

GENERAL STATEMENT OF"PRINOIPLES,

In keeping with the Ways and Means Cominittee's expressed desire to avoid
repetition of testimony, the National RetallMerchants Association's statement
will focus attention on the effect that H.R. 8282 will have on department, chain
and specialty stores who comprise the membership 'of our Association. For the
recor,, NRMA states its, fundamental policy with respect to H.R. 8282 and ,uu.-
employment compensation generally, as approved by the Board of Directors and
at Annual ,Meetings of the membership..

. ,NRMA supports, the. principle of unemployment insurance as a means of
security for the wage-earner who,, through no fault of his own, is unable to
find work. I1, .. ..

2. In the establishment of the Unemployment, Compensation Act in 1935,
Congress recognized that unemployment conditions and needs varied greatly
in the various states. For this reason, Congress rejected a single Federal
system of unemployment insurance .and determined, that the interest of the
unemployed and the nation could best be served by administering the unemploy-
ment compensation prograra through the several states., The state system of
unemploymentAnsurance haso In practice, worked successfully and the Individ-
ual states have given recognition to individual needs of its citizens through
sharply increased benefits over the years, by periodic Increases in maximum
entitlements as well as through the liberalization of requirements necessary to
qualify for benefits. Accordingly, we see no need for and oppose that portion
of H.R, 8282, that would impose so-called "Federal benefit standards" and,
for all practical purposes,. Federalize the state unemployment systems of the
states. ,.. ,

3. The Unemployment -Compensation Act, since its inception has embodied
the principle of "merit rating' whereby the financial burden of unemployment
insurance was apportioned among employers on the basis of their employee
turnover. This principle encouraged employers- to maintain a stable work force
in the interests of our nation's workingman and the welfare of the country
as a whole. -The abanrlaino n of the "'merit rating" principle, in fact, by H.R
8282, if not in express language, will remove any Incentive that exists for
employers to stablize employment and convert the benefits program into a form
of dole system.

PRINCIPLE OBJECTIONS TO H.R. 8252

We oppose'the enactment of HI.R. 8282 for the following reasons, among others:
1. It xill have a seiious Impact on retailers' profits; and if they are to

survive the heavy increased cost, it must be passed on to, the consumers in the
form of higher prices.

2. It will have a serious Impact on retailers' ability to recruit and retain
employees needed.

3. It will encourage, employees, particularly "secondary wage-earners" to
withdraw from the' labor market to receive benefits.

4. The disqualification standards proposed are unrealistic and would inflate
unemployment claims.

5. It would be unduly burdensome on the smaller retailer.
6. It would, for all practical purposes, eliminate "experience rating".
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TWE IMPACT THAT H.R. 8282, WILL HAVE ON DEPARTMENT, CHAIN AND SPECIALTY,
1 OTORES

1. Impact on consumers and retaiors generally
Retailing is primarily a service industry. According to authoritative figures

published by the Qoptrollers' Congress, NRMA, covering results of department
stores in 1963 (the last year in whi6h final figures are available),' wages made up
about 60% of the total operating costs of department stores. It Is estimated that
about 60% of department, store payrolls are presently subject to tax for unem-
ploynlent insurance tax purposes. IChe increase of the wage tax base from $3,000
to $5,600 from 1967 thru 1970 and $6,600 thereafter as contemplated by H.R. 8282
(and possibly immediately:to $6,600 as proposed by Secretary Wirtz in testimony,
before the Committee) will raise the tax base to a minimum.of 90% of deport-
ment store industry payroll, and possibly higher, both as to Federal as well as the,
state unemployment compensation taxes. Moreover, It is likely that thesmaller
retailer, usually a single proprietor, will have his entire payroll subject to both
the Federal and state unemployment compensation tax. .The increase in the wage
base subject to unemployment insurance tax, coupled with the increase :in the
tax rate itself, will approximately double the Federal unemploymentc tax' pay-
able by department stores.; State unemployment taxes, with the ultimate elim-
ination,of the merit rating credit, could increase even, more.. . - : - ,

I1o understand and underscore the impact of H.R. 8282, NRMA, has made esti-
mates of the additional cost to our members and, related this additional cost to
the department store profit figures as a whole. These estimates indicate that
department store profits will be reduced b# a minimum of 15c% on an industry-
wide basis after taxes with the likelihood that smaller store owners' profits will
be reduced as much as 25%. This does *ot reflect the effect H.R. 8282 would have
on the cost of the goods and se-vices that retailers themselves purchase from
others. Moreover, this does not include the effect that increased unemployment
taxes would have on the retailer's Inventory which represents about 60% .of
total expenditures by retailer By adding together the direct impact on oper-
nting costs with the additional costs of goods and services purchased, the profit
impact could be reduced by another 15l% or 30% in total. These figure* have
profound signifieance to the American public and the Ceovgress because the
meager net profit return presently "enjoyed" by retailers will leave them. little
or no alteriiative but to pass the additional costs on to consumers in the. form of
higher prices.

Set ot below are the net profits earned by department and specialty stores
during 1.63. together with the direct, correlative effect that H.R. 8282 would
have on such earningsF:

Net profit of department and specialty stores (after Federal income taires),1963

fiscal year

AdJustment
103 for H.R. 8282

All stores ............--- - , -----------.--------.---------------------- 2.20 1.95,
$1,000,000 to $2,000,000 sales volume----..-------.---------------_---- 1.35 1.15
$2,000,000 to $5,000.000 sales volume ------------------------------------ ----- 1.37 1.33
K ,000,000 to $10.000.000 sales volume ---------------------------- ----- 1.62 1.38
•$10.09l0.O to $20.000,fl0 sales -volume- . ------- . ... .-- ....... --- 1.26 1.07,
$20.000.000 to $60.000.000 sales volume -------- - 1.91 , 1. 02.
$1,000.000 to $5,000,000 sales volume (specialty sto1es)....---------------------1,11 .04
Over $5,000,000shles volume (specialty stores) ---------- ...... 11.3

I Reflects 15-percent reduction or estimated reduction based on additional unemployment compensation
taxes contemplated by H.R. 8282. It does not reflect additional cost of goods and services that may slmt-
larly, be affected by H.R. 8282. .

Source: Operating Results of Department and Specialty Stores In 1963, published by the Controllers'
Congress, National Retail Merchants Association.

It will be observed that the general pattern Is that tIe smaller retailer earns
far less after-tax-dollars. than does his larger store competitor., indeed, profit
figures for stores within less than$1 million volume, if &yallable, would un-
doubtedly show a net roflt percentage far less than 1.35% earned by d6part-
mpnt stores in the $1 to $5 million volume category. F'or many, If not piost.
of these retailers, the add4l tax costs could well represent the difftience be-
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tweon staying afloat or going out of business. For those retailers who are able
to survive, the only alternative may be to Increase prices to consumers. For
retailers to absorb such costs, in the light ofthe slim profit margins indicated
previously, seems highly improbable. Therefore, if Oongress sees lit to enact
IT.R. 8$82 in its present form, it matst be prepared to accept the consequences of
a strong impetus to the inftationary spiral and the already hi h, cost of living.

2. Impact on recruitment of em ployees
An additional problem presented by the enactment of H.R. 8282 relates to em-

ployee recruitment. The retail Industry is a stable industry in terms of em-
ployee work force. Most retailers maintain a regular, permanent staff of em.
ployce who can count on continuing, steady work the year-round. However,
retailing is seasonal in the sense that a higher level of business is transacted
during the Christmas season, at EAster time, around Mother's and lather's
Days and at special sales events. Moreover, retail stores, to meet the shopping
needs of their customers, typically stay open several nights each week. In addi.
tion, the typical retailer's day is characterized by a fluctuating flow of customers.
At certain hours of the day the store is extremely busy while at other hours the
store is relatively quiet. All these factors have made it necessary and economical
for retailers to supplement their full-time work force by the use of part-time
employees who work a regular schedule but less hours than the full-time em-
ployee. These persons are permanently employed, but work a limited number
of hours per day. For example, an employee may work four hours per day for
five days a week from eleven o'clock in the morning until 8 P.M. to cover thei
heavy customer traffic during the middle of the day or she may work three
evenings each week during those days that the store is open evenings. In addi-
tion, a substantial number of individuals are employed at periodic intervals
to meet special departmental needs.

It is estimated that the typical department store employs approximately 60%
of its total employee work force either at periodic intervals or less titan a
regular work week. It is also estimated that of the total employee work force
(full-time employees and part-timers) approximately 70% can be classified as
"secondary wage-earners", that is, employees who are married women with Is-
bands regularly employee or children living at home. The fact that the re-
tail industry employs a large percentage of part-timers and "secondary wage-
earners" accounts in large measure for the relatively high turnover of this class
of employees. These types of claimants do not have the same incentive to con-
tinue or find employment as prinmry wage earners. Unemployed "secondary
wage earners", with short base period employment and with benefits below ite
maximum, receive benefits for a longer period of time and a higher proportion
exhaust benefits than workers with long-bae period employment and higher
benefit rates.

S. Problems of the secondary wage earner
A large number of nc.rsonnel who leave retailing, of course, do so of their

own accord or rptlra front the labor market so that unemployment benefits are
not involved in these cases. However, the turnover factor makes the retail
industry vulnerable to claims for unemployment insurance on the lart of former
employees, usually "secondary wage-earners", who no longer wish to work.
have no desire to become re-employed and who seek to take undue advantage of
unemployment compensation. H.R. 8282 provides that eligible employees who
meet the propos(-d requirement of 20 weeks of prior employment (or its equiva-
lent) must have a potential duration of 20 weeks. In about half the states
who do not now meet this proposed standard, we predict that if Hl.R. 8282 is
enacted that part time and extra employees would find work for at least 20
weeks in order to obtain 26 weeks of unemployment benefits. In those staten
that meet the proposed requirement, a large number only work the minimum
period of 20 weeks or its equivalent in order that they may obtain the maximum
duration of benefits.

There can be no doubt that ith the additional entlcement of higher state
benefits, plus the cake frosting of 26 additional weeks of Federal benc fits sinlcr
H.R. 828,, will make it extremely difficult, if tot impossible, for the retail in-,
dustry to recruit competent part-time employees that will be neceseary to conduct
a retail business efficiently in the interests of its customers.

The following example drawn from an actual case history, based on the
1001-02 experience under the Temporay Emergency Unemployment Conpensa-
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tion Act, illustrates the "opportunities" that H1.R. 8282 would provide a person
dlooirous of taking advantage of its benefits:

1. May 4 through August 19, 1961-14 weeks of benefits received (waiting
week served).

2. August 21 to September 16, 1961-worked and layed off on September 10.
3. September 17 to October 28, 19061-6 wetks of 14'Iiellt5 rcelved.
4. Job offer made October 80, 1001-refused because of Illness-held not able

to work week ending November 4.
5. November 5 to November 25-3 weeks of benefits received.
6. Job offer made for week of November 27 to December 2-refused-held

not available because went out of town with husband.
7. December 4 to December 16-2 weeks of benefits received.
8. Job offer for December 17 to December 30, 9061-refused Job because

she had to take care of children during Christmas holidays. Held unavailable
for these two weeks.

9. Week of January 1 thru January 6, 1962--one week of benefits received.
Exhausted 26 weeks of state benefits.

10. January 6, 19062 to April 7, 19062-received 13 weeks of TEUC benefits;
no job offer made during this period because store did not know she was
unemployed.
11. April 9, 1902-called in and asked for job.
The foregoing example could easily be re-enacted mnder 11.R. 8282. Ob-

viously, personsk AWho are, "secondary wage-earners" would find it just as
madva antageous, or nearly so, to draw tax free benefits than to work. It is true
fliat the failure to accept employment -without cause would disqualify the
claimant for benefits, but H.R. 8282 would limit this disqualification to six
weeks during the benefit period. After this period is exhausted, it is likely
that the claimant would be ruled entitled to benefits. Retailers need this type
of person in their business. There must be an Incentive to encourage them to
take employment and not draw benefits. The extended benefit program could
be a road block to get them back in the labor market.

4. Dfequalification etan4ards-t-unroalitio impact on retailing
11.1t. 8282 provides for "standards" that must be embodied in the state unem-

jployment compensation statutes in determining qualification for employment
benefits:

A. VoluntarV Quittig.-A maximum six weeks disqualification period would
hW provided in the case of voluntary leaving employment without good cause
after which benefits would be lyable. We believe that limiting the postpone-
mient of benefits for such a short period, of time after a vountary qutting will
undoubtedly encourage many persons to leave their employment and apply for
benefits.

An actual illustration of the effect of a limited time disqualification follows:
A claimant, a married woman 32 years of age, employed September 17, 1902,

resigned from the company's employ on October 1, 1904 because her husband
(11d not wish her to work. On November 24, 1904, five weeks and three days
after her resignation, this person filed a claim for benefits. The claimant re-
ceived benefits commencing November 30, 1964, for a total of 20 weeks at $38.00
- cer week. The Notice of Determination by the State of Now Jersey to the
employer reads as follows: The claimant Is eligible for benefits without dis-
qualification from November 30, 1964 because the maximum legal penalty
of five calendar weeks which could be Imposed has elapsed between the time
tie claimant resigned and the date she filed her clam.

Had 11.1t. 8282 been in effect at this time, this claimant could qualify for an
additional 20 weeks in benefits under the Federal law. The total benefits paid
for a 52 week period would amount to approximately 72% of the claimant's
.early take-home salary.

It Is a well-known fact that in those states where 'the six weks' disqualifica-
tion period applies, voluntary quits are usually highest ili the late spring in
irdor that benefits may be commenced with the beginning of the summer mouths

when children are out of school. Some state legislatures have since realized
that there are many persons who are willing to forego the receipt of benefits
for a short period in order to take advantage of unemployment insurance benefits
for a far longer period.
Tit proof of this fact can bo demonstrated by eomalmring (1) benefits paid

-o former employees of numlti-state employers for the smme month operating
iii a state where the six weeks' provision is effective with (2) benefits paid
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In a state where re-employment and actual earning of wages is a condition to
obtaining benets. For example, the New York ulenployment insurance statute
provides that a voluntary quit cannot file for unemployment benefits unless and
until the claimant has subsequently worked at least three days in each of four
weeks or earned at least $200. In addition, the New York unemployment
insurance requires that such claimant shall have left it l.e juent employment
for a bona fide reason. On the other hand, In New Jersey, a voluntary quit may
apply for benefits after a six weeks' period, including the one week waiting
period, as long as he is available for work.

Now York New Jersey

Total number persons who loft payroll ...................................... 11 13
Claims filed................................................................. 4 10
Received benefits (total) .......-........................................ 3 9
Benefits received-no disqualification ........................................ 3 3
Amount of clabuspold ...................................................... $1,030 $1,789
Amount of benefits received after disqualification ......................................... , 2181

Total amounts paid ................................................... 1,030 3,976

B. Misconduct in Connectimn trlth Work.-A maximum disqualification of
six weeks would be provided an individual who is dis-harged for misconduct
in connection with work. The effect of such a time disqualification from an
actual case history front New Jersey where the maximum disqualification is
five weeks follows;

The claimant, a cashier, employed on October 10, 1964 Nas disharged from
the company's employ on April 17, 1065 for violation of i)osted company rules
which is considered misconduct.

On May 13, 1965, this person filed an unemployment eolnpensation claim for
benefits and was deternlned by the Claims Deputy to be eligible under the law
without disqualification. The employer appealed and the decision of the Clainms
Deputy was reversed ,by the Referee and the claimant was disqualified for
benefits for a period of five weeks from May 13, 1M06 to June 19, 1965 and is
now receiving benefits after serving statutory waiting week.

With H.R. 8282 in effect, this claimant could collect benefits froni June 20,
1905 to June 19, 1966 at a rate of $50.00 per week. This would amount to ap-
proximately 77% of the claimant's yearly take-home salary.

0. tefusal of Suitable Work.-A maximum disqualification of six weeks would
be provided for an Individual refusing work without good cause. A postpone-
ment for such -a short period of time could encourage many of the type of
claimants who had employment with department stores to refuse employment
when they know they can obtain fthe maximum duration of benefits after serving
a six week disqualification period. 'Such claimants would usually be extra emn-
ployees who usually work during seasonal and sale periods to obtain 20 or 26
weeks of employment and part-tille employees who have worked -a limited iunln-
ber of hours during the middle of the day.

Many of the extra employees having minimum employment to be eligible for
benefits are laid off after Christmas and then draw benefits. In states having
a six week disqualification, Job offers are made for the Easter season aud
claimants have refused without good cause and are disqualified for six weeks.
The season is over after this claimant has served this disqualification period
and thereafter the claimant again drawa benefits. By refusing work without
good cause, claimant's attachment to the labor market Is liglhly questlolltble ,
To test this 'attachment to the labor market, a re-employment test such as In
New York and other states is required.

Another illustration Is a married person with children who works part time
selling dresses from: 11 to 3. For marital reasons, site leaves employment with
good cause and files a claim for benefits a llonth later. Shortly thereafter she
is offered precisely the same Job at the time and prior wages. A refusal of this
job results in a six week disqualification and thereafter she drew benefits for
a number of weeks, She was then offered a job front 9:30 to 2:80 but refuid
it with good cause. Jobs at the precise hours for the type of selling s1e does are
not always available and a long duration of benefits results. A re-emiployment
test is necessary to ascertain if such a claimantis really in the labor market.
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D. ConvictLon of a Crime.-A maximum disqualification period of 52 weeks

is provided under H.R. 8282, commencing from the date of conviction of a crime
arising in connection with his work., Employee pilferage of a type that would
constitute a crime on the laws of most states, is a serious and continuing problem
in retail stores. Except in rare instances, it is not practicable for stores to press
criminal charges against such employees, but in almost all cases, the offenders
are discharged. Under the terms of H.R. 8282 that condition disqualification
on "conviction of a crime", the claimant would be in the position of being able
to collect benefits at once because of his availability for work, but unlikelihood
of being immediately reemployed.

Even if a serious crime were committed by anl employee and an arrest resulted,
the employee could still collect 52 weeks of benefits, after a six week time
disqualitication. More than 52 weekswould pass before a conviction and/or
an aflirmance of the conviction by an appellate court.

5. Impact on the smaller retailer
The NRMA numbers among its members, small retail stores that are owned

by a single proprietor or by an owner and his wife and/or family. Known in
the retail trade as the "mama-papa" store, the business is usually operated by
members of the family. During busy times, such as Saturdays or during the
(hristmas season, the owner may engage the services of a student, a relative
or a person who is not in the labor market during other times of the year.
Under present Federal law and most state laws, a minimum of four employees
is needed to become subject to unemployment insurance taxes. However,
H.R. 8282 would reduce the requirement to one or more employees at any time.
Consequently, the proposed statute would extend the unemployment insurance
tax to the "mama-papa" store hitherto exempt from the tax.

While the proposal to extend the benefits of the unemployment insurance
law to all employees, regardless of the size of the employer, Is sound in principle,
it seems inequitable to ask such smaller employers to pay taxes in respect to
workers who, in most cases, would not be eligible for benefits. Thus, the prac-
t-ical effect would be that the tax payments of the "manma-papa" store will be
used to subsidize the benefits of other and larger employers. Aside from the
additional taxes that must be paid Is the burden of the additional accounting
work necessary to file the additional tax forms.

In order to relieve these smaller merchants from the burden of the tax, it
is suggested that coverage be limited to employers of one or more who have a
payroll of, say, $300 in any calendar quarter. Such a limitation would exempt
the store owner who employs casual labor, but include smaller merchants who
engage the services of employees on a permanent basis.

6. Enliinition of expertwe rating-Impact on retailing
As Indicated previously, the retail industry is a very stable industry in terms

of employee work force. In fact, in most states, the retail industry is one of the
most stable of industries in this result. This fact has made it possible for
retailers to obtain substantial reductions in state unemployment insurance taxes
through the operation of the experience rating system that provides the indi-
vidual employer a tax rate computed on the basis of his record of employment
stability. Experience rating has proved to be a tremendous incentive to encour-
age business organizations to maintain steady year-round employment for their
workers,

Through prudent management and careful planning, many retailers have har-
monized their storehours and work flow so as to maintain a maximmn, perma-
nent staff of employees on the payroll. In so doing, the number of employees
who would otherwise be dropped from store payroll and thus added to the unem-
ployment rolls has been drastically reduced. Retailers have been induced to do
so, in large measure, by the incentive of merit rating that has reduced their
unemployment tax rate significantly. However, if experience rating is elimi-
nated, as appears to be the practical and ultimate consequence of H.R. 8282, a
strong incentive for retailers to maintain such programs of permanent employ.
ment would be removed. Moreover, the incentive on the part of retail employers
to contest unjustified unemployment insurance claims would also be eliminated.
Thus, the amount of claims allowed can be expected to rise enormously with the
result of substantially increased tax costs the inevitable consequence.

With ,the practical elimination of experience rating, it is exlctel that the
states will eventually substitute a fiat rate that would be applicable to all
employers regardless of their, stability of employment or the lack of it. Alterna-
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tively, the states might substitute a favorable rate to encourage new industry
to locate in the states or the rate might be adjusted in response to the real or
alleged needs of particular industries. If this should happen, retailers and
others who have established patterns of stable employment can be expected
to pay the excess benefit costs. For these reasons, we urge the retention
of the experience rating system in its present form that gives specific recog-
nition of the employer's record of stability of employment and provides a
built-in incentive for keeping workers on the payroll on a permaneat basis.
Otherwise, unemployment costs could "skyrocket" and the additional tax bii-
den as shown heretofore will have to be added to the price o: goods soid to
consumers.

We appreciate the opportunity afforded us in presenting this statement and
request that it be included as part of the record of this hearing.

SUMMARY AND CONCLUSIONS

1. NRMA supports tihe principle of unemployment insurance as a basis of
providing security for the wage-earner who Is unable to find work through no
fault of his own.

2. Conditions of unemployment and the need for some form of insurance
varies greatly from state to state. Tils is the reason why the unemployment
insurance program, from its incepi lon has been administered on a state by state
basis. This approach ha4 worked most satisfactorily, the individual states
have given recognition to the nel for changes through liberalizing legisla-
tion on benefits, eligibility, etc. and thus we see no need for the establish-
iment of s)-called Federal benefit standards proposed by H.R. 8282.

3. II.R. 8282, by requiring that Federal benefits provided under the bill be
financed in part by the Federal Treasury, would add substantially to the present
U.S. debt and further imbalance the nation's budgetary deficit.

4. Retailing presently and for years past has been a low profit Industry.
The average depart mnt store earned less than 21/% of sales in 1963. Smaller
stores earn less than the larger .tores. We estimate that if II.R. 8282 Is
enacted, profits based on the 11(,3 figures will be reduced by about 15%. This
does not include the additional unemployment compensation costs involved in
the gootls and services purchased by retailers from others. Thus, the entire
cost couhl possibly represent a 30% re auction i net profits of retailers based
on the 191.(1 figures. Because of the low earnings of retailers, there would ap-
pear to be no alternative but to pass the additional cost along to consumers
through higher prices or go out of business.

5. Retailing Is a stable industry in terms of employee work force. However,
it is highly seasonal and even each day of business is marked by a fluctuating
flow of customers. Night openings are commonplace. All these factors make it
necessary to employ large numbers of workers at periodic intervals or less than
a regular work week. It is these workers who make retailing vulnerable to
claims for unemployment insurance and who can be expected to take the most
advantage of the Increased benefits and liberalized eligibility provisions of H.IL
8282. Consequently, retailers will find It difficult to recruit ,ompetent part-time
employees necessary to conduct business efficiently and in the Interest of Its
customers.

6. H.R. 8282 sets up unrealistic criteria of standards for disqualification that
must be incorl)orated in the wnmployment compenation laws of the state.
They Include a maximum six weeks waiting period In the case of (1) a voluntary
quit (2) refusal of suitable work (3) discharge for misconduct and (4) a maxi-
mum disqualification of 52 weeks where convicted of a crime. The requirement
of conviction permits benefit payments (except for six weeks waiting period)
after arrest and discharge where criminal proceedings ae not instituted. All
of these criteria are unrealistic and open the door to a tremendous Increase In
benefit payments to claimants who are, In effect, out of the labor market.

7. H.R. 8282 would extend coverage to an employer having one or more em-
ployees at any time. The effect of this provision will be to apply the UC tax to
the smaller "niama and papa" retailer where in most cases neither he nor his
employees will be eligible for benefits. Thus, the smaller retailer will be under-
writing benefits for the larger employers.

8. The ultimate effect of H.R. 8282 will be to eliminate experience rating.
Historically, retailing has been a stable Industry and thus through the years has
been able to earn lower TIC rates. This means that the impact on retailing
from the loss of experience rating will be far greater on retailing than most other
Industries.
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COUNCIL ON E4AMPLOYEE BENEFITS,
July 22, 1966.

Hon. RusSEiLL, B. IANG,
Chairman, S iate Finanee Con m ittece,
Washington, D.C.

DEAR SENATOR LONG: On behalf of tite Council on Employee Benefits, now an
organization of 123 large U.S. corporations with over 41/ million employees, we
wish to go on record hi support of H.R. 15119, the "Unemployment Insurance
Amendments of 1966," as a signfleant modernization of the unemployment coi-
pensation program.H.R. 15119 resulted from a most searching and intensive review of the federal-
state unemployment compensation system by the House Ways and Means Com-
inittee. After its full and complete consideration of the Administration's pro-
posals to amend the Federal Unemployment Compensation laws as set forth In
H.R. 8282, the "Employment Security Amendments of 1905", the House Ways
and Means Committee reported IR. 15119 to the house. II.R. 15119 was ulti-
niately passed by the House almost unanimously.

The Council on Employee Benefits presented extensive and detailed testimony
in opposition to H.R. 8282 to the House Ways and Means Committee on August
13, 1965. A copy of our testimony is attached to this statement along with a
listing of the member companies of the Council and their total emlployment.
We respectfully request that it be placed on the record, particularly in view of
the testimony of the Secretary of Labor to your Committee.

The Council subscribes to an unemployment benefit system based on sound
Insurance principles and closely geared to the specific lo(1 needs and situations
of the states affected. We believe that II.R. 15119 follows these basic principles
and makes all important contribution to the unemployment insurance program.
Althotigh we are not In complete agreement .with all of the provisions of the bill,
as can be seen from an examination of our testimony before the House Ways and
Means Committee, we have no further reconInendations at, this time and we
urge you to approve this bill.

We respectfully request you to advise the other members of your Coamnittee
of the Council's position on this matter and to place this statement in the
record.

Very truly yours,
WALTER E. KLINT, Tristee0.

Member coipates, Council oni Eiployec Bciwflt
1 tm er of

Company CfmloprlIes
Aetna Life Affiliated Co.'s ------------------------------------------ 18, 500
Air Products and Chemicals, Inc --------..------------------------- 5, 000
Allis-Chalmers Manufacturing Co ---------------------------------- 37,7,6
Aluminum Co. of America ------------------------------------------- 43, 200
American Airlines, Inc -------------------------------------------- 25,919
Abex Corp ..------------------------------------------------------ 8, 844
American Can Co -------------------------------------------------- 48,000
American Cyanamid Co -------------------------------------------- 25, 700
American District Telegraph Co ----------------------------------- :, 00
American Electric Power Service Corp -------------------------- 1,027
American Machine & Foundry Co ----------------------------------- 16, 226
American Radiator & Standard Sanitary Corp ------------------------- 16, 000
American Smelting and Refining Co --------------------------------- 12, 901
The Atlantic Refining Co ---------------------------------------- 1 616
The Babcock & Wilcox Co ----------------------------------- 27,828
Beech-Nut Life Savers, Inc --------------------------------- ------- 6, 500
The Boeing Co -------------------------------------------- 89,78,5
The Borden Co ------------------------------------------- 37,000
Bristol-Myers Co ------------------------------------------- 4, 800
George B. Buck ---------------------------------------------- 195
The Budd Co --------------------------------------------- 16,700
Canadian National Ry's -------------------------------------------- 92, 000
Celanese Corp. of America ----------------------------------- 24,000
The Chase Manhattan Bank ---------------------------------- 15,128
The Cleveland Twist Drill Co -------------- --------------------- 1,825
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Member companlee, Oounol on Employee Beneit8-Continued
Number of

Jomnpay employees
Clevlte Corp ---------------------------------------------- 0. 128
The Coca-Cola Co ................................ 6,328
Colonial Stores, Inc ---------------------------------------- 13, 000
Combustion Engineering, Inc --------------------------------- 15,220
Consolidated Edison Employee's Mutual Aid Society ---------------- 23, 700
Container Corp. of America ----------------------------------- 20,986
Continental Can Co., Inc ------------------------------------ 47,081
Continental Oil Co ----------------------------------------- 17, 679
Corn Products Co ------------------------------------------ 14, 000
Crown Zellerbach Corp -------------------------------------- 20, 239
Crucible Steel Co. of America --------------------------------- 12, 000
A B Dick Co ---------------------------------------------- 3,000
Dravo Corp ------------------------------------------------ 6,189
Eastman Kodak Co --------------------------------------- 5,000
The Equitable Life Assurance Society --------------------------- 11,900
Federated Department Stores, Inc ------------- ---------------- 55,000
First National Bank of Toledo ----------------------------------- 320
General Aniline & Film Corp ----------------------------------- 8,000
General Dynamics Corp ------------------------------------ 105,000
General Electric Co ---------------------------------------- 271,000
General Foods Corp ---------------------------------------- 19, 575
General Mills, Inc ------------------------------------------- 9,012
General Motors Corp --------------------------------------- 548, 368
The General Tire & Rubber Co -------------------------------- 42,633
Gillette Safety Razor Co -------------------------------------- 3, 049
The Glidden Co --------------------------------------------- 9,300
The Goodyear Relief Association ------------------------------- 46, 000
Arthur Stedry Hansen ----------------------------------------- 175
Hewitt Associates --------------------------------------------- 60
Honeywell, Inc -------------------------------------------- 54,600
Hunt Foods and Industries, Inc -------------------------------- 9,835
Interchemical Corp ------------------------------------------ 9,400
International Business Machines Corp -------------------------- 114,500
Irving Trust Co -------------------------------------------- 3,500
Jewel Tea Co --------------------------------------------- 12,789
Johns-Manville Corp ---------------------------------------- 21,350
Henry J. Kaiser Co ----------------------------------------- 76,000
Kennecott Copper Corp -------------------------------------- 25,000
Koppers Co., Inc ------------------------------------------ 12,213
The Kroger Co -------------------------------------------- 40,000
Lever Brothers Co ---------------------------------- --------- 7,900
Ell Lilly & Co --------------------------------------------- 9,827
Thomas J. Lipton, Inc ---------------------------------------- 2,400
Litton Industries, In ---------------------------------------- 5,000
Manufacturers HanoN er Trust Co ------------------ ------------- 10, 000
Marathon Oil Co -------------------------------------------- 7,397
McGraw-Hill, Inc -------------------------------------------- 7, 795
McKesson & Robbins, Inc ------------------------------------- 9,400
Metropolitan Life Insurance Co ------------------------------- 70, 000
Minnesota Mining & Manufacturing Co --------------------------- 25,000
Monsanto Co -------------------------------------------- 18,774
Montgomery Ward & Co., Inc --------------------------------- 72,000
Morgan Guaranty Trust Co. of New York ------------------------- 5,199
Morton International, Inc ------------------------------------ 36, 000
Motorola, Inc --------------------------------------------- 36, 000
The National Biscuit Co ------------------------------------- 23,400
The National Cash Register Co -------------------------------- 25,000
New Jersey State Division of Pensions -------------------------- 180,000
New York State Department of Civil Service ---------- -------------- 127,000
North American Aviation, Inc- ------ ------------ ---- 97,000
Norton Co ------------------------- --- ---------------- 4,700
Olin Mathieson Chemical Corp-*'--------------------86,70
Otis Elevhtor Co---------- . --. .------------------- - . 00
Owens-Illinois Glass Co -------------------------------------- 85,887
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Member companies, (Jounoll on Rmployee Beoflt8s-Continued Number of

ompa .... employees
J. C. Penney Co., Inc 55,000
Chas, Pfizer & Co., Inc -------------------------------------- 11,574
The Pillsbury Co -------------------------------------------- 6,600
Pittsburgh National Bank ------------------------------------ 2,285
Prentice-Hall, Inc ------------------------------------------- 2,000
The Prudential Insurance Co. of America ----------------------- 56, 000
The Quaker Oats Co ----------------------------------------- 6,000
Rexall DMug and Chemical Co -------------------------------- 18, 885
Reynolds Metals Co ---------------------------- -------------------- 27,000
Richardson-Merrell, Inc --------------------------------------- 4, 784
John B. St. John ---------------------------------------------- 2
Scott Paper Co -------------------------------------------- 12, 570
Sears, Roebuck and Co ------------------------------------- 280,000
Shell Oil Co ---------------------------------------------- 33,692
Sperry Rand Corp., Univac Division ---------------------------- 30,000
A. E. Staley Mfg. Co --------------------------------------------- 2,030
Standard Oil Co. of California -------------------------------- 37,800
Sterling Drug. Inc ------------ ------------------------------ 6,419
Stouffer Foods Corp -- -------------------------------------- 6, 6W0
Sylvania Electric Products, Inc ------------------------------- 35,000
Textile Employees' Benefit Association ------------------------------ 4,232
Towers, Perrin, Forster & Crosby, Inc ----------------------------- 880
The Travelers Insurance Co ---------------------------------- 22,293
Union Bag-Camp Paper Corp --------------------------------- 12,157
Union Carbide Corp ---------------------------------------- 70,279
United States Steel & Carnegie Pension Fund -------------------- 187,000
The Upjohn Co --------------------------------------------- 6,014
Warner-Lambert Pharmaceutical Co ------------------------------- 6,974
Western Electric Co., Inc ------------------------------------ 166, 695
Western Union Telegraph Co --------------------------------- 27,000
Westinghouse Air Brake Co --------------------------------- 8,050
Westinghouse Electric Corp --------------------------------- 122,000
Whirlpool Corp -------------------------------------------- 17,500
Wisconsin Electric Power Co --------------------------------------- 5,267

Total member companies, 123; total employees, 4,550,300.

SUMMARY or TESTIMONY OF WALTER E. KLINT, COUNCIL ON EMPLOYEE BENEFITS

ThQ Council on Employee Benefits representing a major cross section of Amer-
ican industry and over 31/ million employees, strongly opposes H.R. 8282 for
the following reasons:

1. The constantly improving state benefit formulas are more than adequate to
provide a claimant with at least 50% of his average gross pay and in most cases
provide well in excess of 50% of his "take-home" pay.

2. The proposed maximums of 50%-66%% of statewide average gross pay
are far in excess of any necessary to meet generally accepted norms for a maxi-
mum-and would invite over-utilization of benefits.

3. There has not been the claimed erosion of benefits over the years under
present state laws because the purchasing power of average unemployment bene-
fits has greatly increased since 1939.

4. A uniform 26 weeks of benefits upon initial qualification is unsound and
unnecessary; no real reason has been shown by the administration for eliminat-
ing variable state durations based on claimant work history.

5. The removal of the presently accepted disqualifying provisions of state laws
opens the door to abuses by malingerers and others not really actively attached
to the labor market and sincerely seeking work.

6. The proposal to increase the tax base to $6,600 pre-empts the states' rights
to determine how to raise whatever revenue it feels is required to finance its own
unemployment compensation program and more than doubles the present federal
base.
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7. The proposed tax base increase will sorely tempt states to have a uniform
tax rate somewhere below 2.7, which in effect will eliminate the merit rating
system and penalize stable high employment companies to the benefit of marginal
employers with negative state fund balances.

.8. The proposed concept of "matching grants" changes the concept of luneni-
ployment compensation from one of sound insurance principles to one of a fed-
erally subsidized program initially with the inevitable "'nvitation to full federal
control.
9. Finally, the proposed Federal Unemployment Adjustment Benefits would

further Impose a quasi-welfare program on top of existing state unemployment
insurance programs, leading to the general erosion of state insurance programs
as we now know them.

TESTIMONY OF THE COUNCIL ON EMPLOYEE BENEFITS ON EDIMRAL UNEMPLOYMENT
COMPENSATiON LEGISLATION, H.R. 8282, COMMiTTE O WAYS AND M INqs
Uouse or REPRESENTATIVES, WASHINOTON, D.C., AUGUST 13, 1005

Mr. Chairman, members of the Committee:
My name is Walter E. Klint and I am Director of Employee Benefit Programs

of Continental Can Company, I am appearing on behalf of the Council on
Employee Benefits, in opposition to the proposed Unemployment Compensation
changes set forth in H.R. 8282. 1 1

The Council on Employee Benefits, of which I am a Trustee and a past Presi-
•dent, makes up a significant cross-section of American industry. We consist of
110 companies having a common interest in sound employee benefit planning.
These include such well-known firms as American Airlines, Continental 011,
Eastman Kodak, General Dynamics, General Electric, General Motors, Goodyear,
International Business Machines, RCA-Whirlpool, Reynolds Metals, Sears Roe-
buck and United States Steel. Our member companies are of all sizes and repre-
sent every major industry. They employ more than 8% million people-an
appreciable percentage of the nation's work force. We have employees in every
state of the union, with a heavy concentration in populous industrial areas.

A list of our membership is attached to this written testimony. One most
hnportant aim of the Council is to foster effective benefit programs for family
protection and financial security. Despite differences in present tax rates, cover-
age and utilization among our member companies, wo as a group subscribe to
an unemployment benefit system based on sound insurance principles and closely
geared to the specific local needs and situations of those affected.

Our organization strongly opposes, therefore, the proposal to "federalize" un-
employment compensation because we feel that it:

(a) is basically unfair to a large segment of the business community,
(b) is not sufficiently responsive to economic and employment differences

within the states.
(c) further encroaches on the state's respimsibility and initiative for deter-

mining, providing and financing these benefits,
(d) undermines the basic Insurance concepts on which the present system

rests, and
(e) was developed without the aid or approval of the Labor I)epartment's

Advisory Committee--and then surprisingly calls for creation of another
Advisory Committee.

We would like to document our overall opposition to H.R. 8282 by citing a
number of specific objections to key provisions. In total, they sustain our posi-
tion against the two principal dangers we see inherent in this Bill.

1. The Increasing "federalloation" of present state systems through Im-
position of unnecessary, undesirable and inflexible standards for both financing
and benefits.

2, The trend to "welfarizatn" of our unemployment system in the form of
larger checks, for longer periods, to more people, for less work-largely at
the expense of the responsible businessman and individual taxpayer.

It would be impossible to present all of our testimony on each provision the
Council opposes in the time alloted to me. And, since I am sure other groups
will speak in support of many of our points, I will only highlight some of then
in my verbal testimony. More detail and supporting tables appear in the written
version supplied to this Committee.
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Let us firat look at benefits, including unnecessary regulation of the minimum,
some myths about the maximum, and the dangers of prolonged duration when
coupled with much looser qualificatton and sharply limited dt~qualiflcation
provisions.

Then we will review flaws in the financing aspects of the Bill, Including the
inequty of the giant jump in the tax base, instead of a more logical increase In
tax rate by the states when and if necessary-plus the unfair and undesirable
strangling of America's unique contribution to the war on unemployment; namely,
experience rating.

Finally, I would like to point out why we feel the F ederal unemployment ad-
justment benefits are the wrong way to reach a right goal, what the goal might
be, and perhaps a better way of attaining it.

Let's take up the points one by one, starting with four in the area of amounts
of benefits:

1. STATE MINIMUMS AND BENEFIT FORMULAS ARE DOING THE JOB

H.R. 8282 proposes that the minimum weekly benefit amount be at least 50%
of the claimant's average gross weekly wage (up to the proposed higher maxi-
mum limit). We concur with this generally recognized and desirable benefit
level-but wish to emphasize that a more meaningful measure is the ratio of
tax free benefits to a claimant's niet "takne-home" income, rather than gross
pay-and that we are therefore talking about a minimum that is a good (teal
more than 50%.

This means that in any objective attempt to ineasun'e the adequacy of benefit
amounts for comparative Iurposes, they should be relied to the claimant's net
weekly wage after Income and Social Security taxei. When present state
benefits, which are tax free, are compared oil this basis with net "take-home"
pay of those receiving them, their adequacy in actual-not hypothetical-terima
becomes apparent.

We fail to see, therefore, why any legislation is needed on this point at all,
when state benefit formulas in 48 states do meet or exceed 50% of a claimant's
gross wages, and the formula amount in the other two cant be more than 50%,
depending on his work and earnings history. In fact, the Labor Department's
own figures show that formulas in 89 states can produce benefits In excess of
50% of gross claimant wages. We will also show later that present state maxi-
mum amounts do not seriously impair the application of these formulas.,

In addition, we submit that the states themselves are the most sensitive and
responsible source of further improvements in benefit levels. Determining the
weekly benefit formula lies at the heart of our state Insurance programs--and be-
longs there. State administrators and legislatures are keenly aware of benefit
conditions within their respective states, as are both employers and employee or-
ganizations. In his background information to the Committee, the Secretary of
Labor acknowledges that benefit changes have been and are under consideration
in a number of states. This is, and should rightly be, a regular occurrence when-
ever state legislative bodies meet and air the views of different groups on that
state's particular situation.

Under these circumstances, we see no necessity for the imposition of a federal
minimum. Federal standards In this area are a direct intervention in the rights
and prerogatives of Individual states. More importantly, they represent a "foot-
in-the-door" approach susceptible to even more unjustified and costly liberaliza-
tion in the future, as a result of political expediency and the pressures of social
planners.

2. THE PROPOSED 66%% MAXIMUM Is FAR Too HIoH

We submit that maximum weekly amounts have been considered and recon-
sidered by many states, especially in recent years, and that where Increases in
the maximum are needed they are or will be made without federal dictation.
Table I shows that 38 states have adjusted their maximums in the last three
years. In all such states, the average adjustment was upwards at a rate of19.4%.

In addition, some fifteen states now have escalator provisions which adjust
maximum amounts automatically, usually at 50% of the average weekly wage
level, since this has proven to provide an adequate maximum, In relation to
actual claimant spendable Income.

Basic Insurance principles demand that reasonable maximum limits be placed
on weekly benefit amounts. Income replacement requirements decline, per-



796 UNEMPLOYMENT INSURANCE AMNDUM ' OF 1986

centagewise, as gross wages increase. Consequently, a sound insurance program
requires appropriate maximums, to prevent any inducement for those insured
to voluntarily cause the insured event-in this case unemployment!

Based on realistic work and earnings history requirements to qualify for
maximum benefits, therefore, each state has determined a maximum appropriate
for it. These state maximums have not nearly approached the greatly increased
federal maximum suggested by H.R. 8282. Since 52 taxing authorities have
made such determinations, 38 of them being revised in the last three years, it
is evident that this Bill introduces an entirely new approach to benefit maxi.
mums which constitutes a radical departure from established and prudent in-
surance principles. For example, the Bill's % maximum would provide a
New York employee without dependents, who is entitled to maximum benefits,
tax-free payments of $78 weekly or $338 a month-based on the state's 1964
average weekly wage. We submit that benefits of this magnitude for a single
employee provide a substantial inducement for voluntary and prolonged unem-
ployment at taxpayer expense.

The Labor Department has stated that a maximum benefit of 50% of gross
"average weekly wage" for all covered employees in a state denies too large a
segment of the unemployed from receiving benefits equal to 50% of their own
"average weekly wages".

We maintain that this statement is. incorrect. In Its material on H.R. 8282
published July 30, 1965, the Department of Labor, states that "Nationally, 46%
of the new insured claimants in 194 were either eligible for or limited by the
maximum benefit in their State." This statement then also means that for 54%
of claimants, the mawimunts did not prevent them from receiving regular benefit
amounts.

Based on data furnished in that publication, we calculated the current maxi-
mum benefits in all states as a percentage of their average weekly wage. When
weighted for distribution of covered workers among the states, the average
maximum benefit is 41.3% of the gross average weekly covered wage-and as
mentioned earlier,, a substantially, larger percent of most claimants' actual
wages, and an even higher proportion of their net take-home pay.

Since 54% of new claimants' benefits are not limited by this 41.3% maximum,
we could also ask: What percentage of claimants could receive benefits unaffected
by a 50% maximum?

The answer to these questions depends on the distribution of Income among
the work force, The most accurate data to use would be statistics on the
proportion of covered workers receiving various amounts of weekly wages.
Since this data was not avAilable to us, asiA conservative substitute we con-
structed distribution curves from aii analysis of 1960 Census figures of the
Distribution of Income (in various brackets) among Family Units.

On the basis of this information and the Department of Labor's own data,
we estimate that:

(1) a 50% maximum would leave 65% of all claimants unaffected.
Furthermore, if current maximum benefits really limit "'too large a segment"

of claimants to less than 50% of their pay, as the Bill's proponents charge, it
implies that average olaimant wages would be roughly similar to average covered
worker *ages. In fact, a recent study of six states shows'exactly the contrary.

Here are the figures: ,,.

°A verafge wages :aOltmants vs. covered Worers..." "

Average weekly wage

State Period covered Clamants (percent)

workers

(leorgis ----- -------------- February 1965...... $86 $67 7
New Jersey ------- --------- February 1964 ---------- 114 91 - 80
NeW York;,. ... Februaryl.l1 07 82 77
Pennsylvania. .... ... February 1 -64. . . - 101 72 71
Texas.do -- -- . .................. . 94 78
Vlrg~ivl:. -'-_. . . .. O1tobbrl063-(S6Vteftber '  , c-'88 67 , 76

1964.

-' Aveage -77
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In all of these states, which represent one-third of the U.S. work force,
claimant wages are far below the state average, and in total are only 77% as
inuch. The following table shows that a 50% maximum would be far in excess
of 50% of average claimant wages. Unfortunately, the Labor Department does
not provide this meaningful data on claimant wages, so we could not extend
this study to the other % of the work force.

Average benefits vs. actual and hypothetical maaimunis

Applicable Weekly 50 percent of
State benefit benefit of 50 average

Maximum percent of weekly
claimant pay wage

Georgia --------------------------------------------------- $35 $34 $43
New Jersey ----.--------------------------------------------- 0 46 57
New York --------------------------------------------------- 50 41 54
Pennsylvania ------------------------------------------------ 40 36 51
Texas -------------------------------------------------------- 37 39 47
Virginia ----------------------------------------------------- 34 34 44

This analysis abundantly supports our contention that tMe average claimant is
not restricted by the current maximum limits, and on a "take-home" pay basis
receives well in excess of 50% of his spendable income. We can only conclude
that present benefit formulas and maximums are fully meeting generally accepted
principles of adequacy-particularly the widely used norm that "the maxi-
mitumia benefit should be high enough to allow at least a majority of primary
workers to receive at least 50% of their 'take-home' wages."

Further, present benefit amounts are far more adequate in the terms of pur-
chasing power than they were in 1939. Taking the Consumer Price Index then
as 100, in 19064 It was 224, an increase of 124%. Corresponding to a 1939 Uneni-
ploynment Compensation average benefit of $10.66 is a 19G4 average equal to $35.96
-an& increase of 237%. Comparing this 237% benefit increase with the 124%
cost of living increase shows that today's benefits are worth 50% cmorc in pr-
chasing power than those in 1939. We submit that the Department of Labor's
claims of benefit inadequacy and the need for a high federal maximum are with-
out foundation when the real facts are uncovered and examined.

3. UNIFORM WEEKLY BENEFIT DURATION IS INEQUITABLE

H.R. 8282 would require a uniform 26 weeks duration for any claimant who
initially qualifies for benefits. This is another proposal at variance with the
soundly-based system carefully worked out by the states. Forty-three states and
the District of Columbia use a variable duration related to the clainmant's work
and earnings history. In most states the maximum duration is at least 26 weeks.
In nine states, benefits can be payable for even longer.

States have based the duration of weekly benefits, as well as their amounts, upon
the employment history of the claimant, in keeping with sound insurance princi-
ples. Under these, the duration of benefits should reflect the length and degree
of attachment to the labor force. A greatly expanded uniform minimume dura-
tion, for all who meet relaxed qualifying standards, indicates that "welfare"
principles are being substituted for those of true unemployment insurance.
Thus, the Bill in one stroke would dispense with the present system, so carefully
conceived and written into law over a quarter century.

Furthermore, it is clear that such changes would result in substantially in-
creased costs, without adequate justification either in equity or reason. In most
states the maximum duration would be available after a much shorter work his-
tory than is now required.

Finally, there are material differences in the nature of the work force between
the various states. The relative amounts of agriculture, industry, service em-
ployment, manufacturing, etc., and seasonal as well as cyclical employment
conditions, vary substantially among the states. These significant differences
would no longer be recognized under uniform minimum benefit duration and
work-week requirements.

65-092-60----52
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4. STANDARD DISQUALIFYING PROVISIONS INVITE COSTLY ABUSES

H.R. 8282 would provide virtually no disqualification at all, and only a naxi-
uin postponlenlflt of benefits for six weeks, except for unemployment due to

fraud, conviction of a crime in connection with work, or a labor dispute.
In contrast to these dangerously oversimplified controls-or lack of them-

tihe states have very carefully developed proper eligibility provisions, which
have been reviewed and interpreted over the years In a substantial volume of
administrative and case law. The state system is built upon procedures closely
involving the employee and his company in proper claims determination. The
provisions for hearings and appeals are models of the workings of administra-
tive law. Neither Congress nor any federal administrator should attempt to
impose uniform standards, nor be expected to master the minutest details of
a system which has been carefully worked out to provide equity to employees
and employers alike.

Furthermore, elimination of this system Is certain to open the door to abuse
(-f the state programs and to increase costs for all employers. For example, at
the present time almost all states disqualify or limit benefits to voluntary retirees
receiving pensions from private retirement plans and/or Social Security along
with employees who voluntarily quit their jobs or who are discharged. These
necessary and desirable control provisions would be tossed out the window in
favor of a federal standard that benefits cannot be cancelled or limited, and
that disqualification cannot exceed 6 weeks.

This is the same approach to mass liberalization of benefit eligibility as was
tried In Canada, where rules pertaining to pregnant women were cancelled,
regular benefits were given to retirees, and other qualifications loosened-
mainly, it seems, because the fund showed a healthy balance at the time. This
soon led to financial disaster for the Canadian system, as I will touch upon
again later.

Where benefit amounts are liberal, appropriate eligibility and disqualifying
provisions must be enforced in order to have a sound insurance system. 1I.R.
8282 would eliminate most of the long-aecepted conditions posed by many
states, while at the same time greatly liberalizing benefits-so we would soon
reach the point where more and more people, with fewer and fewer qualifica-
tions. will be getting larger benefits lasting for a longer time.

Now we would like to move from BENEFIT provisions to those relating to
FINANCING, the second part of our testimony.

As you know, the original Federal law, in supplying the impetus for action
by Individual states In adopting Unemployment Compensation programs, also
provided for state experience rating systems. It also set up a net federal tax
in pay much of the expense of state administration, and provided for loans
to state systems as a safeguard against Insolvency. Ea9eh state was allowed
to determine its own maximum tax base, tax rate, tax schedules and system of
experience rating. 14.R. 8282, by forcing drastic increases in the taxable wage
base In nearly every state, would eliminate much of each stite's prerogative
as to alternative metf.ods of providing necessary revenue-that is, by variations
in tax rates, schedules. wage bases or any combination Vereof. Furthermore,
we are convinced that I-.R. 8282 would gradually destroy the uninne and proven
experience rating system which has flourished In this country. Here are some
reasons

1. NO NEED TO INMORE 'TIIAN DOUBLE PISENT TAX BASE

The proposed Increase in the federal tax base (220% of Its present amount)

would result in substantially Increasing the taxable wage base for all states ex-
cept Alaska, and would pre-empt each state's right to raise revenue as It deems
best. This would be especially unnecessary for many states which have recently
considered their revenue requirements, and adjusted their wage base, tax rate
or tax schedules accordingly.

At the present time, for example, the 18 states shown on Table 11 have adopted
wage bases In excess of $3,000. The fact that In only one Is the maximum any-
where near $6,600 Is clear evidence that nowhere near so large an Increase 1t
either desirable or necessary. S

. If the federal tax base Were increased to $6,600, states would soon be forced
to raise their bases to this level; or face the penalty of loss of tak credits and
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other sanctions. Also, many states as an alternative to experience rating would
now probably adopt a uniform tax rate for all employers somewhere below 2.7%.
This would impose a "double penalty" on industries and companies providing
year-round stable employment, as compared to employers using the labor market
on a seasonable or sporadic basis. In the first place, the stable employer would
have to pay the same tax rate as the unstable employer. In the second place,
he would have to pay the same tax rate on a nuch higher average earnings ba.,e
and therefore a far larger tax amount. Thirdly, employers with negative bal-
ances could pay even less than at present and would cause greater drains on the
state funds due to higher benefits.

Let's take an example of how an increase in actual taxes could hide behind a
lowcr tax rate. A tax rate of 1.4% on a wage base of $6,600 will provide more
dollar revenue than a tax rate of 3% on a wage base of $3,000. We submit that
if a uniform lower tax rate resulted from using a mandatory $6,600 wage base,
this would inevitably lead to seemingly innocuous future increases in the tax
rate, which would then be used to provide even larger benefits, under more re-
laxed eligibilty qualifications.

In addition, we would like to point out that in order to provide sufficient re-
serves and appropriate benefits at the state level, there is no need whatsoever to
inere-ise the present tax base in the federal law. The history of the sub.ieet
abundantly shows that this has been most adequately handled by the various
state agencies, either by revising their present tax rates on existing base wages.
or modest revisions in tax bases in an amount necessary only to provide needed
additional revenue, or a combination of both.

In both their explanatory statement filed with the Committee and the testi-
mony of Secretary Wirtz, the Department of Labor feels there is justifleation
for a tax base increase because (1) unemployment taxes represent a lower
proportion of total payroll at present than in 1939 and (2) the increase would
permit States to improve the operation of their experience rating systems! We
will demonstrate later that the Bill will in all probability eliminate experience
or merit rating systems. The test should not be whether or not the unemploy-
ment compensation tax is a certain proportion of payroll, but whether or not
the State funds demand such an increase to pay benefits. I believe we have
shown present benefit levels to be more than adequate and nothing has been in-
troduced to show that the vast majority of State funds are in any way inade-

Finally, the need and desirability advanced by the Labor Departmeat for
gearing the unemployment compensation tax base to Social Security is com-
pletely fallacious, since no direct relationship whatsoever exists between the two
types of benefits. Social Security benefits are directly related to the wage base;
Unemployment Compensation is not.

2. NEEDED REVENUE BEST RAISED BY TAX RATES SET BY STATES

Under HII.R. 8282 revenue from an increase of .15% in the federal tax rate would
go into a new Federal Unemployment Adjustment Account. Such revenue, to-
gether with an equal direct appropriation from the Treasury, would be used
for Federal Unemployment Adjustment Benefits and so-called "Matching Grants".
We rve opposed to any increase In federal tax rates for such purposes because
we are opposed to both these proposals, for reasons we touch upon later.

The Council on Employee Benefits believes instead in state-determined tax
rates to provide state-determined benefits. We believe that the states are in the
only position to judge the best means of raising necessary revenues for their own
programs. The flexibility of choice between alternative tax bases, rates and
schedules would be substantially restricted, and perhaps eventually eliminated,
under the proposed tax base Increase. To claim that intervention is needed due
to inaction at the state level is not valid. For example, four states are adjust-
ing their taxable wage bases and six states are adjusting their tax rates, this
year alone. Two of these states are adjusting both. The present variance in
maximum ttate tax rates is reflected in Table III ..

3. UNIFORM FLAT TAX lEIICTIONS WOULD WIPE OUT MERr n&TING

This projosaI marks an abrupt Ichange in philosophy from, ;the concept of, an
insR'ance programn with individual employer accountability, to one of permitting
and indirectly encouraging'Unemployment Compensation to become a socializ'ei
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welfare program. The provision in section 208(c) of the Bill which for tle first
tinie in history permits uniform tax5 rate reductions without experience rating
would undermine a basic cornerstone of the Unemployment Compensation system
throughout this country! By this I mean the merit or experience rating concept
which encourages and rewards employers for promoting stable employment,
lower turnover and therefore higher average earnings for their employees.

Make no mistake about it. A direct attack on experience rating is being made
by proponents of this Bill. Although they state that its Intent is merely to pro.
vide flexibility for each state to grant reduced rates, their arguments only thinly
veil the real thrust at the very heart of our present system of tax credits and
reserves geared to an employer's actual clain experience.

For example, the I)epartment of Labor's background information furnished
this Committee on July 26th devoted only three sentences to this vital subject.
It gave no hint of the fact that H.R. 8282 proposes a basic conceptual change
in our U.C. system. The Departnment's only statement was that this provision
would give States complete freedom in revising tax rates to LJt the proposed
base and would facilitate adjustments in schedules. A layman could not pos-
sibly have recognized its cleverly concealed stand on the controversy which has
raged behind such proposals for 30 years.

In his testimony the Secretary of Labor advances that benefits have been held
down by interstate competition In rates. and therefore by experience rating.
Although benefit amounts and conditions do affect rates in states, a much more
significant factor is the nature of the industry there. The Secretary's argument
is an old and weak one and has been answered many times heretofore.

The importance of this Bill cannot be over-emphasized. Since under present
law an Advisory Council Is supposed to assist the Secretary In reviewing Un-
employment Compensation matters-such as the necessity of changes in the
law-one can only speculate why the Secretary did not obtain the advice of
the Council long before this Bill wias Introduced. The fact that in spite of this
the Bill itself would establish another advisory group causes us some concern
about how to interpret the Department's statement that "The proposed amend-
ments will kmot change the program's basic Federal-State character." We can
hardly help but arrive at exactly the opposite conclusion and wonder if this state-
meat may not, perhaps Inadvertently, serve as a smoke screen to hide the true
nature of the Bill's objectives.

Our organization has polled its member companies for information to demon-
strate the effect of merit rating over the last 10 years. Actual unemployment
compensation tax payments and credits were tabulated both for the year 1964
and for the 10-year period 1955-1964. Table IV contains the highlights of this
study.

Member companies of the Council paid estimated Federal Unemployment
Compensation taxes in this ten-year period of almost $400 million, and estimated
Btate Unemployment Compensation taxes of about $13/. billion. State reserves
attributable to member companies as of the end of 1964, were estimated to be
over $700 million.

The states have had, and still have, the use of this reserve money, usually
without interest. These sizeable reserves-and all others presently earmarked
for responsible employers with good unemployment experience--could In effect he
"commandeered" anti dissipated for general benefit handout under time proposed
provisions.

Merit rating systems have resulted In tax credits to member Companies of
the Council of an estimated $1.2 billion over this 10-year period. These credits
have resulted from the accumulation of substantial reserves In the state fumds
by the member companies, based on their favorable experience In combatting
the causes of unemployment which are within their power to influence; for
example model design and change-over, inventory fluctuations, seasonal in-
employment, etc.

If merit rating Is something the Department of Labor would like to see re-
tained In the State systems, may I respectfully ask why, then, will It no longer
be required to have such a system under Section 208 of H.R. 8282?

We strongly feel that merit rating has a stabilizing effect on employment
and substantially reduces potential unemployment. The abolition of merit
rating In favor of a uniform flat reduction in rates would soon end the concept
of insurance based on Individual employer responsibility. After 25 years of
results with a system originally encouraged by federal law, and which has
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abundantly fulfilled its purposes, should we now legislate it out of existence
through H.R. 8282? Make no mistake, gentlemen: the elimination of the neces-
sity for merit rating would be a clear victory for its opponents and an Invitation
for many "pressure groups" to get rid of it on a state by state basis.

The end of experience rating would not only hit hardest the very employers
who have done the most to further it, that is, those who have acted to curtail
unemployment and who have established large reserves in the state funds; but
it would also tragically spread the disease we are trying so hard to cure, by
removing one of our most effective curbs on unemployment-the incentive for
states and employers to Join forces in keeping it to a minimum.

4. MATCHING PAYMENTS CONCEPT SUBSIDIZES OVER-ALL BENEFITS

The brand-new concept of matching payments built into II.R. 8282 invites
liberalization of benefit payments beyond the triggering cost point of 2% of
total covered wages, and points us directly toward a socialized welfare-type
system. It does this by subsidization of any excess cost at the expense of
emlpoyers and the general public, through financing from the federal portion
of the tax and direct Treasury appmropriations. It is not true "matching", in
that the Federal government will pay two-thirds of the cost to the state's one-
third-a tempting plum that could be hard to resist.

The clear trend of any such breakdown in individual state responsibility for
its own financing, and the attendant dependence on the "dole" of federal grants,
would ultimately mean the complete federalizing and welfarization of the entire
Unemployment Compensation system in this country.

We maintain, therefore, that the door should not be opened to federal financiing
of state benefits through tile medium of "fool's gol" grants. The states should
continue to be fully responsible for providing the revenue for their own pro-
grais. If an emergency does arise in any state, in which its reserves become
depleted, that state may under present law obtain advances from Title X1I
federal funds to temporarily finance its benefits. The amounts borrowed are
then restored in succeeding taxable years. We assert that the availability of
such loans is a sufficient federal safeguard against insolvency of state pro-
grams-with time possible exception of unusual circumstances of dire urgency, in
which case special legislation for a type of inter-state temporary risk-sharing
ail to a hard hit area could always be enacted. At the present time, however,
we do not see that a permanent matchling-grant provision Is in any way necessary
or Justifiable.

The third and final part of my testimony relates to the FEDEIAL UNEM-
PLOYMENT A DJUS'IMENT BENEITS proposed by H.R. 8282.

On the whole, time members of the Council on Employee Benefits subscribe to tlhe
principle of Extended Duration of Benefits, available under proper controls,
during periods of unusual and prolonged unemployment in certain areas of our
country or economy. However, we believe strongly that the proposed program
goes much too far beyond the actual problem, and is a radical departure from all
prior precedents. We see no need to superimpose what is essentially a federal
system of quasi-welfare benefits on what would be a severely hamstrung state
unemployment insurance system.

1. DANGERS INHERENT IN A VAST NEW FEDERAL PROGRAM[

Federal Unemployment Adjustment Benefits are another brand-new concept
which upsets the traditional balances in the federal-state-unemployment insur-
ance system. Under this radical proposal the federal government would make
payments to states for Federal Unemployment Adjustment Benefits. Refinancing
would come only from increased federal taxes and direct Treasury appropria-
tions--which is an entirely new way to provide unemployment benefits. In
short, this is entirely a federal program, except for the states serving principally
as administrative and paying agents.

Much has been made of the desirability of standby disaster-type extended
unemployment benefits. Federal Unemployment Adlustment Benefits would he
available at all times, however, based purely on claimant exhaustion of benefits.
Amounts are equivalent to the state benefit, continued up to a fiat maximum of 26
additional weeks.
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Tile basis of this proposal is that certain types of unemployment, such as
those due to automation, lack of skills and training, etc. can continue for loig
periods for the persons involved, and call exist irrespective of general un'ellploy.
ment conditions. We agree with the objectives to educate and train such un-
eumployed workers and to have unemployment benefits available to them l during
such periods of training, under proper safeguards as to potential abuse, but
here agaii at the State level.

1However, we (1o not believe that extended unemployment comI)ensation, as
such, should be paid during other than periods of s(ovcrc gcnerat unemployment.
Als, such conditions should be determined on a state by state basis, tailore(I
to take care of any substantial pockets of unemployment existing either through-
out a state, or even in a particular industry or locality when due to tie factors
just mentioned.

Uneniployiaent insurance Is not intended to deal with isolated individuals in
otherwise prosperous communities. This is a problem for local welftire pro-
grais. These welfare objectives, if we attempt to write them into unemployment
insurance systems, are sure to result in a general loosening of the system and a
deterloria~tlon of unemployment insurance principles. Liberal lieneft anotulis
will be an hinucemnent to abuse tile system for those not intended to be helped.
I'niformly long duration available to everyone Is also a lure to laziness, and is
not ju.-tilied by the now relatively small percentage of claimants, who exhaust
present limits.

There will always be benefit exiaustees. At what point will the problem ever
be solved, If we keep on extending the durations as a general right. The ! tepart-
mant of Labor's testimony on this fails to bring out that the rates and nunubers
of exhaustces have hven decrea.Ping every year siUce 1961.

2. CANADIAN DISASTER PROVES OUlt STATE SYSTEM 1I SAFEIL

A program of extended benefits, to tie in properly with the existing state in-
surance system andi meet real local needs, should be triggered by state unenmploy-
lent conditions, and should give each state the primary responsibility for
fluamicig and setting (o0(dili ns for benefits. Any attempt to provide extended
aid during prolonged individual and personal employment problems by oulding
maximum benefit durations throughout the entire nation, cannot help but lead
to the welfarization and destruction of the state unemployment insurance system
as we know it. The experience of Canada should be a warning for those who
would try to combine sound Insurance principles with broad welfare .liris.

Through relaxation of eligibility requirements, increases In beInetit entitlement,
and creation of a suplementary or seasonal benefit, Canada substantially re-
imoved the concept of an insurable risk and changed original unemployment
insurance principles to meet welfare objectives--with catastrophic rcsult8I 1i.R.
8282 contains certain similar features. For example, Canada removed special
rules for pregnant women and Ilo longer disqualified or restricted retirees from
receiving benefits. As a result, reserves created prior to such changes in the
program totalling approximately 880 million dollars in 1957 were dissipated to
approximately 15 million dollars within a 6 year period. A special Committee
of Inquiry at this point recommended that the basic unemployment Insurance
program in Canada be revised to rc-cMablish the original unemployment insutr-
ance principles, and that any payments beyond the regular benefits under tile
unemployment Insurance prograni be financed through a separate welfare plan
to be supported from general taxation.

To prove that only this makes economic sense let me cite just one specific case
turned up by the Canadiau Committee. The point was reached where seasonal
fishermen for whom $2.9 million had been contributed to the fund, had drawn
benefits of .$20.7 million-roughy 9 dollars out for every dollar In !

I am afraid that if we In the United States allow ourselves to start down this
path of federal welfarization, the handwriting is on the wall!

This completes our testimony on what we believe are the unsound provisions
in H.R. 8282. We do not deny that there are also meritorious features which
could Improve the generally effective workings of our present State-focused Un-
employment Compensation Systems. Better trained state administrative staffs.
extension of coverage to additional employee groups, workers retraining without
loss of eligibility for unemployment benefits. standby 1)rovislon for extended
benefits and financing triggered by severe general unemployment conditions-
tire all desirable objectives. But they can and should be attained at tle state
level without the mass of federal-oriented provisions built into this Bill. We do
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oppose the meaningless mininltum, the over-liberal maximum, the more-than-
double tax base, the dangerous precedent of financing from general revenues, the
far-reaching federalization of matching grants and extended adjustment benefits,
the relaxed rules for benefit qualification--all for reasons already noted. We
feel that each is either an unnecessary Intervention in a system soundly con-
(,eved and sensitive to its own needs, or an unwarranted Step toward a massive
federalized welfare program .

Most plartleularly, the members of the Council on Employee Benefits deplore
fhe uniform tax credit and other provisions aimed at destroying the merit rating
system. It is our firn condition that this basic principle, built into our unem-
lfoynment Colmensation systems from the beginning, is the most important con-
st ructive feature we have.

Merit rating enlists employers in a concerted effort to reduce unemployment.
1I.R. 8282 is geared instead to paying a bigger premium for it-and so to that
,xtent cncowr-aing it. One tends to curb the disease-the other only alleviates
I he symptonts.

Our present state systems )rovide Incentive and tangible rewards for Increas-
i.g and stabilizing cmplolmintt-the proposed federal program substitutes In-
creased subsidization of uttemplolmcnit.

Gentlemen. in the final analysis the choice is clear: Are we more Interested in
providiing jobs-or benefits?

'rAItIE I.-.ahrimum weekly bepicfit amounts (as of 1/1/62 mid a8 of 7/1/65)

Maximum weeklv amounts
as of - Pecrcent 2

Jan 1, 19;2 Silly 1, 1I5

Arizona _ --.------ ---.--------------------------------- $35.00 $13 22.9
\r t--l--a- -- 30. EM3 26. 7
Calirortia ---------- . ...-----------------------------. 5.5 00 65 18.2
Colorado.... . . .. .. ... .. ... .. ... .. ... .. ... .. $47.00- 59. M 51 8. 5
( onaectcuit ..................................... ........ .15. 00- 67. 00E $50- 75 II. 1
I )letr0-t of C,jlhmhia------ ------------------ 30. 00 M'3 76.7
lam-al .---------.------------------------ _----- _...... 535 C3 14.5
11a1o .--------- _--- --.... ......-..-..... ...... 43. () 48 11. A
u(htillE ------------- ----------.---------------------- 26. 00 40)- 43 ]1. 1

Iowa ............... -- .---- --------------.- 30.00- 41.0X) 49 3.3
--- -- --- -- -- --- -- -- ----------. 44.00 47 3. 8

K(1t:,eky ...... ------------------------------- - 37. () 40 8.1
Tluisiavn _ ...................... ------- -------- 35. (K) 4(0 14.3
Nt ((14. . .. - - -- - - 3 0K0 44M 3
Marylad............----------------------------- 35.00- 413.00 48 37. 1
Ma1sach1etts ........------------------------------------- 40 00 t45 12.5
.Michian------------------------- ------------- 30.00- 5,5. 00 43- 72 43.3
M tnn(,snt: ..... ..... .... .... ...... . ... ......... 3R. M-- 147 23.7
Mionr.. . . . . . . ..---------------------------------------- 40.00 45 12.5
No-rask ... ....------------------------------- 34.(X) 40 17.1
Nvi)da . . . . . . ..--------- 37. 50- 57..5o 41- 61 9.3
New 1lamapshire-- --------.------.------------------- 40. N) 49 2?. 5
New York ------------------------------------------------ 50. 00 55 10.0
Nortlh (arolhr .-------------------------------------...... 36. 00 42 20. 0
North )akota ---------------------------------............ 36. 00 44 22.2
Orego- .......----------------------------------- 40 00 44 10.0
P1E1Ivivai ---. ..------------------------------------------- 40.0) 45 12.5
'uerto Pico .-----------_----_-------.------------- 16.00 2) 25. 0

Rhtole Tsland --------------------------------------------- 36. 0- 48. 00 47- 59 30. 6
Smith Carolina --------.----------------------- ----- -- 34.00 40 17.6
Sooth l)akot ---------------------.---------------------- 33.00 36 9.1
''ei,,,e ....................-------------------------- 32.00 ?A 18.8
Utah .--_----------------------.------------------------ 43.00 48 11.6
Vermont .......------------------------- _----------------- 40. 00 45 12.5
Virgin I .--------------------------------------............ 32.00 36 P.15
West Virginia-- _ .----------------------------------- 32.00 3.5 0.4
wlsOni . . . ..------------------.---------------------- 50.00 56 12 0
Wyoming ..............................................----- 49. 00-- 55.00 47 -4.1

A verge ch ige 138 States) (percent) -------------------- --- -----. -4-

I Where 2 allOmoints are shown thp higher inelhdts denendent atlowanees. In Mamsachmsets the maxi-
m1,1n with detw I'le-It8; i not r'cdlflei vtid cohild g,) as hlg'i as 100 percent of tho average, weekly wage.

Percent inereme at Iowor aloiltlts shown for each State.
a Effective Janarv 1966.

Effective April 196.
3 Effective July 11)66.
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TABLE II.-State8 with taxable wage ba8es in excess of $3,000

Taxable
States: wage base

Alaska ------------------ $7, 200
Arizona ------------------ 3, 600
California ............. . 4, 100
Delaware ----------------- 3, 600
Ilawall ------------------- 4, 200
Idaho -------------------- 3, 600
Massachusetts. ------------ 3, 600
Milchligall ----------------- 3, 000
Minnesota --------------- '4,800

3 1905 legislative change.

TABLE III.-States with maximum n

Tax rte.q
above .. 7

State: percent
Alaska -------------------- 4.0
Arkansas ------------------.
Callfornlh ----------------- 3. 5
Delaware ------------------ 3. .
Florida -------------------- 4. 0
Georgia -------------------- 4.2
Hawaii -------------------- 3.0
Idaho --------------------- 4.5
Illinois -------------------- 4. 0
Kentucky ------------------ 4.0
Maryland ------------------- 4.2
Massachusetts -------------- 3. 9
Mi1chigan ------------------ 4. 61
Minnesota -----------------. 3.0
Missouri ------------------ 3.6
Nevada ------------------- 3. 0

Taxable
States-Continued waoe base

Nevada ------------------ 33, 800
Oregon ------------------- 3, 600
Pelllsylvailia ------------- 3. 600
Rhode Island ------------- 3,6(00
Tennessee ---------------- 3, .300
Utah --------------------- 4, 20
Vermont ------------------- :, 600
West Virginia ...------------ 3, (4)
Wisconsin ---------------- 3, 100

tax rates in excess of 2.7 percent i

Ti'ax ,-at,'q
above' 2?.7

State-Conllthttd percent
New Hampshire ------------- 4.0
New Jersey ---------------- 3. ii
New Mexico --------------- 3. 0
New York ------------------ -. 2
North Carolina ------------ 3. 7
North Dakota .------------- 7. 0
Ohio ---------------------- 4.7
Pennsylvania -------------- 4.0
Puerto Rico --------------- . 1
South Carolina .------------ 4.1
South Dakota '-------------3. 6
Tennessee -----------------. 1. 0
Vermont ------------------- 4.1
Wisconsin .----------------- 4.45
W'yoIlllig-------------------3. 2

I Maximum irtes assigned to employers thus far during calendar year 1965.

TABLE 1.-Consolidatcd summary Survcy of liemploymnlt compensation data

[Compiled from 110 member companies of the Council on Employee Benefits representing 3% million
employees]

Item A mount Percent
(estimated)

A. 10-year period 1955 through 1064:
1. Total Federal unemployment compensation taxes paid ----------- .$395,152, 00 .........
2. Total State unemployment compensation taxes paid ------------ 1,744,490, 000 40
3. Total State maximum payable -------------------.-------------- 2,916, 804, 0(X) 100
4. Total tax credits (3 minus 2) -------------------------------------- 1, 172,314, 000 40
5. Total State reserves ---------------------------------------------- 706,158,000 ............

1. For calendar year 1964 alone:
1. Total Federal unemployment compensation taxes )aid ------------ 47, 548, 000 ............
2. Total State unemployment compensation taxes paid----------- 255, 628, 000 69
3. Total State maximum payal)le ......------------------------------ 371,048, 000 100
4. Total tax credits (3 minus 2) -------.------------------------------ I I, 020, 000 31
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INTERNATIONAL UNION,
ALLIED INDUSTRIAL WORKERS or AM ERICA,

Milwaukee, 1IS., July 22, 1966.
le S. 191.
1loio. ItTSSE.l.L B. LONG,
('ha(irnia , Coimnittee on Finance,
United states Se.nate,
11'ashington, D.C.

)ID:Aa SENFAOR: While we are aware that a tremendous amount of material
relating to the hearings on unemployed compensation reform, and in particular
S. 11 I), have been called to your attention, we feel that the problem presented
to your Committee Is of such far-reaching significance that we take the liberty
of adding our views to the many already expressed.

We are particularly concerned about the present lack of uniform federal
standards, both in terms of the amount of weekly benefits and the duration of
weekly benefits, as well as the lack of additional unemployment benefits from
the federal government.

Ours is an international union. We have members in many states and we
have contracts with large corporations which operate in many states. Accord-
ingly, we are often confronted with the serious and contradictory situation in
which our members who are employed at separate plants of the same employer
and doing essentially the same type of work are laid off about the same time but,
only because of an invisible state line, do not receive uniformity of treatment in
their uneml)loyment compensation benefits. For example, our members in the
midwest area of our country, if on layoff at the same time from the same em-
ployer but at different plants in different states, can receive as low as $33.00
a week, or less than 1/1 of their average weekly wage, in Michigan (exclusive
oif dependency benefits) to as high as $55.00 a week, or more than '/A of their
average weekly wage, in the State of Wisconsin. The benefits in between will
range at levels of $38.00 in Illinois ; $40.00 in Indiana ; and $42.00 in Ohio. ill of
which will be a different percentage of the average weekly wage. It is our
uiderstanding that under the federal standard proposed by the McCarthy Bill
(S. 1991) the above figures will be adjusted to result in a minimum weekly
benefit of $70.00 In Wisconsin to a maximum of $83.00 in Michigan. with $73.00
in Indiana, $76.00 in Illinois, and $75.00 in Ohio. The important factor here is
not so much the increase In benefits as it is that the benefits under the McCarthy
Bill will all bear the same ratio to the average weekly wage, which will mean
that all the employees will be treated alike in that respect.

In addition to the obvious inequity In the amounts of unemployment coi-
pensation in the states we have used as an example, there is also a very serious
Inequity in the duration of such benefits. While in all of the states mentioned
the maximum duration may be set by statute at 26 weeks, the variation in the
eligibility requirements for the maximum duration are such that employees
working for the same employer but in different states will not receive the full
benefit for 26 weeks.

And, of course, tie provision of the McCarthy Bill which will permit addl-
tional federal unemployment compensation benefits after the 26 weeks would
pick up the economic slack resulting from longer periods of unemployment.

While we have emphasized in this letter the need for greater uniformity in
the eompatation of benefits, as well as in duration, we also subscribe to the pro-
visions of the Bill which will require broader coverage of unemployment
Coillpensat ion.

We are enclosing herewith a fact sheet which was published for our member-
ship in our monthly magazine, The Allied Industrial Worker, for July 1966.
We would appreciate your making that fact sheet, together with this letter,
a part of the records of the hearings before this Committee.

We earnestly urge that your Committee give the fullest and most sympathetic
consideration to the McCarthy Bill because of its great forward step in elimi-
tinting the economic distortions, as well as the personal suffering caused by
unemployment.

Very truly yours,
CARL W. GRIEPENTROG, International President.
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,EFrom the Allied Industrial Worker]

NO FEDERAL STANDARDS-SENATE ONLY HOPE AFrEIt HOUSE KILLS JOBLESS PAY
REFORMS

W'ASHINGTON.-When all but 10 members of the House of Representatives
votes for improvementss" in unemployment couipens'tion, it's a safe bet that
the improvements will be strictly limited.

This was precisely the case when, by a 374 to 10 vote. it approved a jobless
pay amendment denuded of its most vital provisions-federal standards-whi.h
was knocked out in the House Ways and Means Committee. Supporting the
watered-down measure were Some of the louse's most ultra counservatlves.

Organized labor and the Administration are now looking to the Senate to
restore this provision aPl othr meaningful changes.

The bill, as passed by the House, would broaden unemployment compensation
by bringing in 3.5 million additional workers. The Adlministration an(l orgaa.
sized labor had asked extension of coverage to 5 million more. Tie bill would pro-
vide 13 weeks of extended jobless Insurance paymo;nts during periods of re.es-
sicn. The Administration and organized! labor favored an additional 26 weeks of
such extended benefits.

Prior to the Iouse vote, Rep. Jeffery Cohelan (D-Calif.) said he was particu-
larly distressed that the bill "ignores the plight of America's farm workers by
refusing to l)ring even a limited number' of them under the act."

Rp. William F. Ryan (D-N.Y.), expressing views of both the Administration
and organized labor, listed four major resileis in which the bill falls short :

"The most Important shortcoming is iAs failue ko provide for Federal unem-
l)hymept compensation stand ds. The Adwiuistr.ttions' measure would have

required the states to meet miiminum staula.(s of cu'mpensation-5(0 per cent of
wages, duration at least 26 weqls-an(! qualification. Thus. unemployment
Compensation would be l)ropplvd up in those states which have programs that do
not meet these standards, and the whole system would be more uniformly
b~eneficial.

"Secoad, the committee reduced the number of employees to whom new cover-
age would be extended. Under II.R. 8282, 5 million workers would have luen
able to receive for the first time the benefits of unemn ployment compensation.
Under I.R. 15119, the revised bill, only 3.5 million new workers will enjoy these,
benefitss.

"Thirdly, under the Aduministrationi's proposal, the wage base would have risen
to $5,600 in 1967 and $6,600 by 1971. I might point out that the 'ilge base has
not been increased in the Federal law since the inception of the program 30
years ago. Eight(en states have already adopted a wage base well in excess of
$3,000. Yet the committee saw fit to cut the wage base proposal. The present
$3,000 figure will remain in effect until 1969, when it will rise to $3,900, eventually
rising to $4,200 in 1970.

"Finally, the committee did not adopt the supplemental benefits -irovision,
which would have provided extended benefits for an additional 26 wcks after
an unemployed worker exhausted his regular 26 wee.s of )ayment. Ilnstaad, it
has provided for 13 additional weeks, and also restricted the extended 'ogram
to times of unusually high national unemployment. This is a revers.1i of the
original objective of this provision."

STATE UC SYSTEM P"ROvIDEs LITTLE PROTECTION FOR MkoST

America's unemployment insurance system is a patchwork of state programs
in which jobless workers In some states, clearly, have far less protection than
in others.

To bring about some unlformity-to treat ail workers approximately the
same-the Johnson Administration has proposed that federal standards be estab-
lished. This proposal has the solid endorsement of organized labor.

Federal standards were included in II.R. 8282, Introduced by Chairman Wilbur
Mills, (D-Ark.), of the House Ways and Means Committee and introduced as
S. 1991 in the Senate by Senator Eugene McCarthy (D-Minn.) and 15 other
Senators.

There were provisions in the bill other than federal standards but the principle
of federal standards was the heart of the proposal.
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So, when the Ways and Means Committee turned down federal standards, it
removed the heart of the plan to modernize Jobless pay. Organized labor is
now looking to the Senate to restore this "heart" If unemployment compensation
reforms are to have any real meaning.

The colap8e of benefit ccilhtg8

N.lulfwr of States
Maximum benefits s percent of average w(4ekly wagfo

1965

Over 70..................... ..- - - --................- _---- - -- 0
GO1 to 69---------------------------------... - _- --- --.- I
r(1 to 5 ) .... . ....... .. . ...................---.-- - ............. .- - _ -- -- - - 7 8
40 t) 19 -........ ............ 2........................ _-.......... 25
Under 10 --------------------- ------------------------------------- I 18

Federal standards, its proposed, would cover these arets
increased Iie_,eits--li higher weekly allioints would Ie required of the states.

[ixiniinIuis lis.-t ie rai.t'( In steps until they reach two-thirds of each state's
average we(,kly wage. ]eitei floor will Ibe half of each inelnhloyed worker's
weekly wnue1 los sUbjeCt to the ianlaXililluilS.

J U |(dl i a jtI~t 11) I' it'll .... I . lg-ler llaijl) tllnenlt lble:it' would -it to I t.se who use
lip all their stale allowancie. I aylnients would coldinue at the st,,,te's weekly
amllolint for mix moore llmnths, if neede(l. so long as the unenployed worker inill-n
laills his eligibility. Benefits are also payable duItring an approved training

p~eriod.
1 )i iiq(-t il iWoullli1 les---Sh! l vowid be allowed to wIthhold benlfilts ill) to

six weeks--the average duration of a spell of involuntary unewpl(ynient-in cases
wv'here le wvorker quits vohuntarily, was discharged for nismiditli. or refused
s5iitable work. Local einployitent offices could withhold longer, however, if there
was evi(te( e of continued violations.

To most people this would seem to be reasonable and enllht(,ned legislation
in line witl other socially progressive legislation )ssed ln recent yenrs.

Opponents. however, charge that the bill is "a shocking grab for federal power"
and "nothimug less than total revolution in our system for giving beneilts to the
tiivinployed :" This Is the contention of the ultra conservative leader's Digest
magazine.

Rep. Charles Vanik (D-Ohio) has answered this charge fully. lie says
"There is no 'g-rab' for federal power, and M1.R. 8282 is not a revolutionary

federalization of the unemployment compensation system. The system was creat-
ed not by the states but by the taxing power of the Congress when it passed the
Social Security Act of 1935 . . .

"There have always been certain standards in the federal statute that state
laws must Ineet, for employers in that state to receive almost t9 percent credit
against the federal tax. H.R. 8282 would now provide some additional standards
that state laws must meet in the future for full credit to be allowed . . .

"The bill Imposes no penalties-it just contains revisionss for tax credit. And
as several independent scholars have pointed out, the federal government must
be able to use sonic incentive to encourage the states to make needed adjustmients
within it reasonable length of time. And it should be noted that the new federal
'standards' allow, as of now, great initiative and variation to be made by the
states."

Opponents of federal standards also claim that employers would be saddled
with an estimated increase of 60 percent or more In payroll taxes.

Vanik, however, points out that In 1965 the total cost of jobless pay was about
$2.2 billion. Proposed ImprovemenIs would have added less than another half
a billion dollars.
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If the proposed federal standards were written into the law it would make
considerable difference in the benefits received by jobless workers. Here are
some examples of the maximum weekly benefits in some states:
Alabama-from $32 to $58; California-from $55 to $80; Colorado-from $50 to
$68; District of Columbia-from $53 to $70; Illinois-from $38 to $76; Indiana-
from $40 to $73; Michigan-from $33 to $83; Minnesota-from $38 to $67; Mis-
souri-from $40 to $69; New Jersey-from $50 to $75; New York-from $50
to $76; Ohio-from $42 to $75; Oregon-from $44 to $69; Pennsylvania-from
$45 to $67 and Wisconsin-from $55 to $70.

The difference between the present maximiuns and proposed maximums Is,
unquestionably, the difference between not being able to provide for your family
and being able to provide; to live in poverty and not live in poverty when you
are out of work. A myth has been built up that hundreds of thousands of
workers are receiving unemployment compensation illegally, getting something
for nothing rather than working for it. Proposed legislation would In no way
limit a state's ability to detect, prosecute and obtain criminal convictions for
fraud. The important thing is that in the America of today, adequate Jobless
insurance is imperative. And if we are going to get it, the Senate of the U.S.
now holds the key.
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c OSIN! 'THE, BNEFTS
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STATEMENT OF J. BILL BECKER, PRESIDENT, ARKANSAS STATE AFL-CIO

My name is J. Bill Becker, and I am President of the Arkansas State AFl-
CIO. On behalf of my organization and the working people of Arkansas I want
to thank the Committee for considering our views in the interests of necessary
and meaningful improvements in our unemployment insurance system. We sup-
port the general broad goals of S. 1991, but I will confine my statement to cer-
tal features with which we have had experience in Arkansas.

BENEFITS

The benefit provisions of the Act which would require that the state maximuni
be increased to 662/% percent would greatly improve the present law, although
we are disappointed that you would wait until 1971 to accomplish what needs
to be done now. The maximum unemployment benefits are now limited to one-
half of the state average weekly wage for Insured employment for the previous
year. With an average wage of $76, our maximum is now $38 weekly and will be
adjusted each year. This provision was adopted in the Arkansas Legislative Ses-
sion of 1963. It was the first time our maximum benefits had reached 50 percent
since 1950. In 1939, a unemployed worker received a benefit of half his weekly
wage, up to a maximum of $15.00.' The average weekly wage in Arkansas was
then $16.00. Therefore, virtually all workers were able to receive benefits of
half their weekly wage as our law originally intended. In 1964, however, there
were over 29 percent of our claimants who drew the maximum rate; most did
not get 50 percent of their wage loss; this is better than in some states, but It
does not yet provide the great majority with 50 percent of their wage loss. It
is discrimination. Justice and equity demand equal treatment for all workers.
There is no valid economic reason why employees whose earnings tre over $76
a week, with the possible exception of the highest paid, should get less than 50
percent of their wage loss restored when unemployment strikes.

Because of their higher wage, these workers have attained a higher standard
of living and greater financial obligations. Although Arkansas average hourly
earnings are 75 cents per hour below the United States average, thousands in
our labor force make fairly decent wages. As a mater of fact, two industries.
paper and allied products and chemicals and allied products, have earnings
higher than the United States average.'

We still have a lot of catching up to do. The average weekly benefit amount
for total unemployment in 1964 was only $26.49. Of 44,594 persons receiving
one or more payments in 1964, 11,461 claimants exhausted their benefits. The
average duration of benefits was 11.6 weeks. A standard calling for 26 weeks
of benefits, if a worker has 20 weeks of employment in his base year, would
certainly help stabilize the Arkansas economy and provide needed subsist ;uce
for many families.

FINANCING

At the same time that Arkansas workers benefited from the 1968'-Ieglslatlon,
the stabilization rates were revised downward so that, in effect, &K percent of
the employers in the state received a tax break. These were emljloyera vho
had a good experience rating. The old law in Arkansas provided that when
the unemployment Fund level reached two times the previous year's benefit pay-
ment, all rates below 2 percent would rise to 2 percent until the Fund was
stabilized. In addition, a "floor" was set In the event the Fund continued to fall;
If the Fund equalled the previous year's benefit payments, an emergency feature
provided that all rates would automatically go to 2.7 percent. Administration
officials estimated that the 2 percent trigger point would be reached by 1964
unless the rate schedule was changed. There was an Imminent 2 percent tax
rate minimum facing the employers. The law changed the rate schedule so
that when the trigger points were reached, the tax rate would go up by only two-
tenths of a percent. We estimate that In 1963 one utility alone saved some
$80,000 In unemployment Insurfinee taxes. The emergency trigger point, or
"floor", was removed entirely and it is quite possible, under the present Arkansas
law, that if the FPund keeps falling it could conceivably, In a period of high
unemployment, go down to zero.

'Average Hourly Earnings in Arkansas, Publication H-10a, Industrial Resparch and
Extension Center, College of Business Administration, University of Arkansas, May 1365,
Table 2.
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While most employers received what amounted to a tax break, 15 percent of
all employers with negative balances were assigned a penalty rate of 4 percent.
Whereas the negative balance employer formerly had a tax rate of 2.7 percent
of payrolls-rega rdless of how much they were overdrawn-the new statute
iereased their maximum rate to 3 percent on April 1, 1963; to 3.3 percent on
.1'anuary 1, 19064; to 3.6 percent on January 1, 1965; and will go to 4 percent on
January 1, 1906. It hardly seems fair that these employers-the least able to
pay-who have poor experience ratings, largely as a result of the economic
nature of their business, should be punished.

Experience rating has resulted in the underfinancing of our program. Since
1938, employers have been taxed an ever smaller proportion of their payrolls.
A contributing factor, of course, has been our low tax base of $3,000. The 1904
year-end balance (of our Trust Fund) was at the lowest level since the end
of 1944. In the last 11 years, since 1953, the Fund balance has dropped $17,213,-
885. In each of these years, benefit payments have exceeded employer contribu-
tions-the excess totaling $25,591,792 during the 11 year period.2 In spite of
the advances in experience rates in the past two years, Arkansas still has a low
average rate in comparison with most other states.' The 1964 average tax rate
was 1.41). Twenty-six percent of our employers had a rate of 0.3 percent; twenty-
four percent of our employers had a rate ranging from 0.5 percent to 1.1 percent.
See Exhibit 1. These experience rating provisions have resulted in savings to
employers of almost $150 million since the provisions first became effective in
1942.'

Unemployment insurance is not, as many employers believe, a system for keep-
ing their taxes and costs down. It is designed to keep purchasing power up.
We have high hope that Congress will help us solve this very serious problem
of underfinaneing that plagues our state program. We are fearful today that
'n effort might be made to freeze our present 50 percent escalator clause at its
present maximum of $38 a week unless our Fund is properly financed. We do
not believe that we can maintain an adequate level of benefits unless Congresi
sets a floor under benefits and at the sane time substantially increases the tax
base.

1965 ARKANSAS LEGISLATIVE EXPERIENCE

The close relationship between the employer's financial interest in his tax
rate reflects directly on eligibility and disqualifications. At the very first op-
portunity, the employer groups moved to protect their low tax rate at the
expense of the unemployed. The 19065 Session of the Arkansas Legislature
passed ameneilments to the Employment Security Law that would have meant
"total disqualitication" for voluntary quits, simple discharge and refusal of
suitable work. For example, a discharged worker would need to requalify by
having earnings equal to six times his weekly benefit amount. The penalty was
eight weeks. In my opinion, this feature would have given an incentive to
employers to fire people rather than lay them off so that the more severe penalty
would be assessed. The bill (J.B. 340) placed unfair disqualifications on
pregnancy, w-omen who follow their husbands to other places of employment,
and workers who quit employment to attend school or become self-employed.
It also would have disqualified many seasonal workers in construction, nleedle
trades, lumber, food processing, and other industries that have irregular em-
ployment. Originally, Arkansas law provided that you needed earnings in one
quarter of your base period; then it was altered so that you needed some
earnings in at least two quarters; now it was proposed that you must have
earnings equal to six times your weekly benefit amount in the last two quarters
of your base period. Please see Exhits 2 and 1 . . , 1

The motivation behind the passage of this drastic law was that our Trust
Fund needed stabilization. This motive cannot be denied. In an exchange
on the floor of the house of Representatives during a debate on the measure,
a Representative from Garland County asked the author of the bill, "Isn't it
true that this would build up the Fund at the expenses of the workers'?" The
reply was a candid "Yes.".

In addition, it was argued in the Legislature and before the Coimittee han-
dling the bill, that Arkansas needed to keep its tax rate low o 'that industry

9Arkansas Employmnt Security Division 25th Annual Report, 1964, Pare 84.
- Memorandum to All Arkansas Employers from Arkansas Employment Security Division,'

February 10. 1965.
4 Arkansas Employment Security Division 28th Annual Report, 1964, Page 36.
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would be attracted to our state. We have long felt, and I hope you will agree,
that efforts to attract industry or competition between companies in the same
industry should be based on factors other than low wages or tax rates that
result in substandard benefits.

The Employment Security Division and its administrator supported the bill.
Fortunately, this restrictive legislation was vetoed by the Governor, as being
"too stringent." Had this law not been vetoed, a worker would have been
punished for the fact that no jobs were available at that time, or in his oc-
cupation. He would have been punished by the job market situation rather
than protected from it, which is supposed to be the purpose of the law. It
would have caused penalties that are irregular and arbitrary in their length.

During a recession, a worker would bave been punished more than at other
times. Two persons with different occupations would have received different
penalties, depending upon the availability of a job in their skill. Too, it is
morally and socially wrong to stabilize the Trust Fund by denying benefits to
unemployed workers.

ELIGIBILITY AND DISQUALIFICATIONS

Fede) al standards need to be set on disqualification penalties so that the Xim-
ploymetit Security Division will be relieved of employer pressures to deny bene-
fits to otherwise eligible workers and so that more severe penalties will not be
imposed in order to save the employers tax money. In appealed cases, the
worker is at a distinct disadvantage. lie usually cannot afford an attorney
and lie is up against either a company lawyer or management personnel who
are experienced in these matters.

Liberalization under the present law in Arkansas is needed. The minimum
definite disqualification period is eight weeks. Moreover, an employee can be
(and regularly is) disqualified for an indefinite period of time (until he has
become requalifled by having insured employment for ten weeks) if his employer
reports he was discharged for misconduct on account of dishonesty, drinking,
or willful violations of rules or customs of the employer pertaining to the safety
of fellow employees or company property. Disqualifications for indefinite peri-
ods are also Imposed on women employees who quit work to marry, perform
customary household duties, or who a,!e separated because of pregnancy. Like-
wise, an employee is disqualified for an indefinite period of time if he quits
wo:k to attend school or become self-employed. (The employee must have
thirty days paid work to requalify for benefits In these latter instances.)

EXTEN DED COVERAGE

The extended coverage afforded by Title II of the proposed legislation will
be a most welcome blessing for employees of non-profit organizations. Tie
present Arkansas law exempts these workers. It will extend coverage to some
7,000 employees of non-profit religious, charitable, educational, and humane
organizations and would provide benefits to those In our labor force who are
traditionally in low wage employment and are the least able to build up any
savings or reserves for periods of unemployment. The most recent estimate
by the Statistician of the Employment Security Division is that we now have
9,800 of these employees in this category and by 1967 will have 12,600.

An event reported by the Arkamas Gazette, Monday, June 21, 1965, dramatizes
the pressing need for extending coverage to these disadvantaged workers. After
an efficiency study conducted by a management consultant team to streamline
the operations and reduce costs of two Little Rock hospitals a number of em-
ployees were laid off and found to be In "a plight of human misery and despair"
and "impending poverty." Please see Exhibit 4.

CONCLUSION

A report of the Employment Security Division in 1954 said: "Since the
enactment of the original law each biennial meeting of the Arkansas General
Assembly with the exception of one, has made amendments to the law. These
amendments have: (1) reduced contribution rates; (2) increased benefit amounts;
and (3) tightened eligibility and disqualification provisions." 5 May I cite just

GArkansas Employment Security Division, Financing Unemployment Insurance in Ar-
kansas, October 1954, Page 5.
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one example. In 1949, the legislature changed the declaration of state public
policy and statutory construction. Before 1949, the Act read, "This Act shall be
liberally construed to accomplish its purpose to promote employment security,
etc." By the 1949 amendments, the word "liberally" was removed. The ad-
ministering agency and the courts got the message, became more conservative,
thus making it harder for a jobless worker to qualify for benefits.

Obviously, it is Impossible to reduce rates and increase benefits unless
eligibility and disqualification features are made so tough that workers will be

unable to draw benefits justly due them. The thrust of this approach is a
narrowing of the base of those covered by uneinploymnent insurance. This trend
has continued; It is a vicious cycle and will not be reversed unless Congress
acts.

My work brings me in contact with many of our members, and non-members
too, I might add, who are unemployed. Most of what they earn is immediately
spent, and when they are jobless they face a serious crisis. Whatever savings
they have managed to accumulate quickly vanish.

Gentlemen, we are talking about basic necessities-food for their table and
shelter for their children and families. Arkansas workers are conscientious,
sincere and productive; they are independent and don't want something for
nothing. But, they need adequate protection against the unfortunate time
when they are out of work so that they can maintain their self respect and so
that their incentive to seek work is not impaired. We all have a responsibility
to the unemployed. This is a well established principle in our society, but as our
state makes progress our unemployment insurance program must keep abreast
of this progress. Our only hope for decent protection and dignity for our
workers is in legislation like S. 1991.

Thank you.

65-992-06-----53
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E&JInJ

Source: Arkansas Employment Security Division
28th Annual Report, 1964
Page 39

S DISTRIBUTION Of EMPLOYER BY CONTRIBUlTION RATE |11964
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ExnImlT 2

lIoW IIB 340, PASSED nY TIE AIlANSAS LEGISLATURE BUT VETOI'D) BY GOVEINOIR
LAURUS, 'WOUI1D A AFFE ELIGIBILITY AND DISQUALIFICATION S

HB 340 CHANGES

Voluntarily quit is disqualified until he
becomes employed and earns 6 times his
weekly benefit aniount.
I)ischarged worker. whether fired justly
or unjustly, is disqualified until h- goes
to work and has earnings equal to 6
times his weekly benefit amount.
Ifa worker falls to accept suitable work
le is disqualified until he earns 6 times
his weekly benefit amount,
Pregnant womana disqualified until she
earn (; times her weekly benefit amount.
A female who leaves work to accompany
or join her husband In a new place of
residence must have paid work equal to
6 times her weekly benefit amount.
Also applies to female who quits to
marry or perform household duties.
Worker who quits employment to attend
school or self-employed is disqualified
and treated as a new worker entering
labor market.

PRESENT LAW

Voluntarily quit is eligible after a penal-
ty period of 8 weeks.

Discharged worker qualifies after serv-
Ing 8 week penalty.

Eligible after serving 8 week penalty
period.

Pregnant woman disqualified until she
has 30 days of paid work.
Female who leaves work to accompany
or join her husband in a new place of
residence is not subject to any disquali-
fication.
Female who quits to marry disqualified
until she has 30 days of paid work.
Worker who quits employment to attend
school or self-employed Is disqualified
until he has 30 days paid work.



EXHIBIT 3

HOW HB 340, PASSED BY THE ARKANSAS LEGISLATURE BUT VETOED BY GOVERNOR FAUBUS,

WOULD HAVE AFFECTED THOUSANDS OF SEASONAL WORKERS

2nd Quarter

April
May
June

EARNED
$520.00

3rd Quarter

July
August
September

EARNED
$ 50.00

4th Quarter

October
November
December

EARNED
$ 50.00

only only

BASE PERIOD (First 4 of 5 Quarters)

$ 520.00
520.00
50.00
50.00

Sth Quarter

January
February
March

EARNED
$520.00

NOT COUNTED IN
FIGURING BENEFITS

CALLED LAG
QUARTER

APRIL

LAID OFF FOR LACK OF WORK

UNDER PRESENT LAW CLAIMANT
WOULD GET $20.00 WEEK.

NEED SOME EARNINGS IN LAST
2 QUARTERS

UNDER HB 340 CLAIMANT WOULD
GET NOTHING BECAUSE DID NOT
HAVE EARNINGS EQUAL TO 6 TIMES
HIS WEEKLY BENEFIT AMOUNT IN
LAST 2 QUARTERS.

$1,140.00 BASE PERIOD EARNINGS

Weekly benefit amount Is figured as 1/26 of Highest Quarter earnings ( 1/26 of $520.00= $20.00 Benefit ) and during Base Period has
been paid wages 30 times his weekly amount ( $20 x 30 $600.00 )

* Typical example from ESD schedule of benefits

1st Quarter

January
February
March

-EARNED
* $520.00
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Exmnir 4

.[From the Arkansas Gazette, Monday, June 21, 1965]

HOSPITAL LAYOFFS SiioW NEED FOR JOBLESS PLAN, ALLEN SAYS

The executive secretary of the Arkansas Council of Churches said Sunday that
interviews with several persons who were dismissed recently from Arkansas
Baptist Hospital underscored a need for unemployment compensation programs
at hospitals to protect employes.

Rev. Sam J. Allen said he interviewed six employes who were laid off work at
Baptist Hospital in January and April as part of the Council's program against
poverty and found "a plight of human misery and despair" and "Impending
poverty."

"One [eninloyee] said that she went into a state of despair and depression after
her layoff because she had given many years of her life to the hospital and loved
the work of humanitarian service and was now over the age of 45, which is inak-
ing it impossible for her to find other employment," Mr. Allen said in a statement,
which did not mention the hospital by name.

lie said the six he interviewed reported that others who were laid off at the
same time were facing a similar situation.

About 75 of the nearly 1,000 employes at Baptist Hospital have been laid off
during an efficiency study conducted by a management consultant team to stream-
line the operation of the Hospltal and reduce costs. Most of the layoffs have been
in the housekeeping, kitchen and laundry departments and reportedly have low-
ered morale anong the Hospital personnel.

About five persons have been lail off in a similar study at St. Vincent In-
firnary. Neither hospital has made layoffs among technical and professional
workers.

None of those laid off at either hospital may draw unemployment pay because
neither hospital has an unemployment compensation program. Hospitals, as
charitable institutions, are not required by law to participate in the unemploy-
ment Insurance program and generally do not.

A hospital administrator said this was so because usually 70 per cent of a hos-
pital's Income goes for )ayrolls and because hospitals generally have excellent
fringe benefit programs.

"Managem~ent should be encouraged always In its attempt to streamline opera-
tions and cut costs," Mr. Allen said, "but In doing so it should make every possible
effort to insure that layoffs are made fairly and that those to be laid off will not
be put out on the street with no place to go for protection from poverty."

lie said if an unemployment compensation program were in effect, it would
tide dismissed employes over until they find another Job.

Mr. Allen said the Missouri Pacific Hlospital "has had no serious problems In
making employee adjustments in streamlining and updating their operations and
in spite of some layoffs emlloye morale remained high."

He said lie called Carl E. Rels of St. Louis, executive secretary of the Missouri
Pacific hospital system, to find out why. Reis told im, Mr. Allen said, that the
main reason for Missouri Puci ,'s success was the work done by the Hospital,
Hotel, Motel and Restaurant Worker.' Union, whieh represents the employes there,
to shift employes fairly and according 1,t" seniority to other parts of the hospital,
to hell) those whose Jobs were eliminated L,, iud temporary employment outside
the hospital before they were laid off and to give them the right of resuming work
at the hospital as soon as a new Job epening came.

Earl F. Yeargan, international representative of the union, said last week that
ninny of the employes at Baptist Hospital had come to him and that he had begun
a union campaign at the Hospital. The Missouri Pacific Hospital Is the only one
relpreseited by his union iii Arkansas. The Missouri Pacific Hospital also doesn't
have an unemployment compensation program, Yeargan said.

"Let the hospitals streamline and cut cots wherever this can be done, but lct
them also express their humanitarianism to their employes as well as the pa-
tients," Mr. Allen said.
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Ile said that several former employes at the hospitals had given from 12 to 18
years of service to the hospital and expressed disbelief when their jobs were elim-
inated with no advance notice. Two had received flive-year pins and reported
that they were not given seniority consideration, he said.

Ac'rors EQxUITY ASSO(IATION,
X'ew IYork. N.Y., Jutyl 21, 1966.

1ion. IIliMAN E. TALMADGE,
Senate OffleeBJufddtng,
Wash 1figtonl, D.C.

MY DPAt SENATOR TAT.MADGE: During the (.oirse of iy appearance lnlfore the
Senalte FinanceeCommittee ol 'ionday. July 18, 19i1 it) colliectioll with 11.11.
1,119, you raised it question as to the possibility of jilt incployed worker
cialhing in nmre than one State if the amendment suggesiel by Actors' Eluity
Association were incorporated In the bill.
Iam most happy to clarify this as follows:
Whon a claim is liled il which covered employment ill more than 0110 State

ks cited , thf, State in Whiel c1t1n is led-which will become the "paying" tate
if Qhe claim is valldated-must contact all of the States III which employment
o(clrrel and request a transfer of \age( credits.% Emch lparticipatiog St:ito
processes such request III acorlance with its own iadividual sht+u tos miad
regulatiOls anid transfers wage credits olly wiieil earlin, an 1(1 covell ' go haIve
ben voritled, and, under present law, wileil the ellployllotllt fthlh within the
individual base period i siile( State. It may take its Imay Is sIx to (4ghlt weeks
for the processing to le ,omploted, during whii.hl tille the 0.1111i:l 1t jOust coot inue
to ineet reporting reqlilr o iints iIl the StateI in which li, Iles. O11- any wage
cro4lit i* transferred to the paying State 1111d ii (.aluI 1 validated, the elliiloyorS
account 15 charged tin ac('ordaine with the indivhh2l1 Stntes pirocedures, and the
employment cannot legally be cited on a further claim.

Accordingly, assmnig It \-we.' lillysieally piossiblle for a clainiant to file in a
secod State whIle still mevetig reporting requirmoonts it tho first, it woil,
lie impossible for him to validate his (ihtill as Ilie wage credits would in) loa)ger
be available.
The alicdnient whieb Actors' Ewqulit y A'so'vhItio1n sllggep| t would ro(IuIr-e merely

that the base period criteria aplitd fi transferring any ulnusld wage, credits be
that of the paying rather than the transferring States, aud that mll States par-
icipate. It wolihl Wot ill n ayway lter or seek to niter miy oth er ('lteriO allied

by the individual States or the general l'. r(,dures now followed in processing
combined and extended Oii lis intd t ransferri ug wage credits.

Once again, I wish to thanlik yoi for all the ourtesies e\teded to us, and
respectfully request that You have this letter Inserted in the record of the com-
mittee hearing together with my t estimnony.

Sincerely yours,

BU.hcss epC),-c(tatilrC.

GENERAL, EI.EyrloI Co..
EMIO(iYERE RELATIONS SEvIVE.

Nem York, N.Y., Jitly 26, 1966.
Hon. R1;SSELL B. LoNo,
Reno te Financc Corlan ittce, U.S. Sena to,
Seolate Offlee Building, Washington, D.C.

DEAt SFNATOn LONG: On behalf of the General Electric Company, I should like
to outline for the record our comments on II.R. 1511--"UTnemnploytnent Insur-
ance Amendments of 1960"-now before your Committee. Additionally, and
for the reasons to be explained, General Electric wishes to endorse II.R. 15111)
and to urge that your Committee report it favorably to the Senate for early
enactment.

At the outset, you should know that the General Electric Company continues
to support the present, soundly-conceived Federal-State unemployment compell-
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satilon system. Wlthli the framework of that system, we have made suggestions
as to how it could be Improved to work better."

I.R. 15111), we believe, contains many positive steps, improving the unem-
ployntiont compensation system.

Specifically, we commend for your approval the concept found in MR. 15110,
which extends the normal duration of state benefits from twenty-six weeks to
thirty-nine weeks only during periods of recession as determined within each
state. An extended duration system, which operates only when Jobs are inore
difficult to find, makes far greater sense-both economically and sotally-
than any permanent extension of benefits, expending valuable reserve funds
during better times when jobs are easier to find.

We would hope that Congress, at some future (late would recognize the merits
of financing this program 100 percent within the existing state arrangements
in place of the shared 50 l)ercent federal-50 percent state linanling contained InI.R. 115119.'

We also commend for your approval the provisions of II.R. 15119, which
broaden the coverage of unemploynnt compensation. It Is desirable and
appropriate to cover bona fide employers who have one or more employees--
not four or more as at I)resent under Federal law.

The bill before your Committee deserves special merit for what it does
not: contain, as well as for what It contains. Signillcantly, as a substitute or
alternative to IT.R. 8282, the bill falls to incorporate, and thus wisely rejects,
the more questionable features contained in H.R. 8282.

In this ('onecelion, we would hope that you would concur In maintaining the
deletion of all those sections of II.R. 8282, which would have. In effect, albol-
ished the sound experience-rating provisions of state laws. Experlence-ratin g
is a keystone of tie systemim, rewarding employers with lower tax' rates if they
stabilize employment. as well as equitably allocating tie costs of the program.

Additionally. we trust that you will share the opinion of the bipartisan
sl on, old's of the 1I.1. 1511M--that the states merit" the continued confidence
that they call keep their benefit protection up to date without the imposition
of Federal hoeneit Standards. As noted In our earlier testimony.. General
Electric supports, within the linlts of a public program, the 50 percent wage-
replacement concept. It supports as well the general concept that the state
maxitauta weekly henietit s should be adjusted periodically by the states, so that
at least the majority of claimants can receive 50 percent of their wages. Indeed,
the record still clearly (leionstrates that the states, by and large, have dis-
charged reasonably well their responsibility here, even though lii some states
further a(ljustinent Is appropriate and is now under current consideration.

Furthermore, we can see no need or Justlicit lton for any planl too su)sidize
with Federal funds those states meeting suggested Federal benefit levels, This
would be the same as imposing Federal benefit standards under another name
and could only have a harmful effect upon the progress now being made at the
state level.

There has been dramatic improvement in state benefit protection over the past
few years. It is incontrovertible that the current average weekly Ibenefit
check will buy over 54 percent more goods and services-measured In constant
dollars-that its 1939 counterpart. That progress should not be hampered by
Federal "standards."

Ii connection with this subject, we are still somewhat concerned that the
record glade in the House (lid not, Ili our opinion, adequately reflect the need to
obtain better data as to how the state system is operating-particularly as to
the extent tlat actual beneficiaries receive 50 percent of their nornial wages
in benefits. While the best data available generally indicates that at least
a majority of beneficiaries are receiving at least 50 percent of their wages,
this point can and should be verified directly. Perhaps your Committee may
desire to explore with the Department of Labor and the state agencies tile
desirability of obtaining more significant and specific data In this vital area.

Ini conclusion, General Electric believes that H.R. 15119 illakes a positive
contribution to the continuation of a sound and workable unemployiati, tcnlpen-
sation system, not only for what It contains, but also for what it rejects. It merits
your support, and we are pleased to support Its elactmllent.Sincerely,

•g. S. WU.L1S, .age-."

" Most recently see General Electric testimony--August 18, 1005-pages 943-968 of tile
nouse Hearings on M1.R. 8282,
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WHIRLPOOL Cor. STATMM ENT ON U EMPLOY MENT COMPENSATION BILL

Whirlpool Corporation supports the Federal-State Unemployment Compensa-
tion System as it exists today--designed to financially assist the worker who be-
comes jobless through no fault of his own. This assistance should be temporary
until new employment is obtained.

The current Unemployment Compensation System continues to encourage em-
ployers to stabilize employment. Whirlpool's employment records at its major
facilities in Michigan, Minnesota, Indiana, and Ohio are testimony to the effec-
tiveness of the present system. A prime reason for our careful planning of job-
stabilizing measures is due to the financial incentives Inspired by the present
Unemployment Compensation System. These job-stabilizing measures generally
affect as many as 1,000 employees a year. One division has not had a layoff in
six years; another division in nearly three years. Another division reduced lay-
offs from about 50% in 1957 to about 6.5% in 1961, and since 19064 there have been
no layoffs. Meanwhile, still another manufacturing division reduced layoffs from
13.2% in 1061 to 4.9% in 195.

As time progresses, revisions are necessary to keep programs of social legisla-
tion-such as the Federal-State Unemployment Compensation System-in tune
with economic progress and modern needs.

II.R. 15119 supplies needed Improvements to the present Unemployment Coin-
pensation S. stem. [n. general, Whirlpool cntdorses and trges support of H.R.
15119, with only limited reservation8.

Whirlpool agrees with these provisions of 1I.R. 15119:
1. Experience Rating System is retained, thus encouraging employers to stabi-

lize employment and reduce layoffs.
2. The net Federal unemaploymnemit tax rate increase of .2% is adequate to meet

present and anticipated expenses.
3. Eligibility standards retain reasonable individual incentives.
4. The Judicial Review Clause would give a State a justifiable recourse to ap-

peal the Secretary of Labor's decision regarding its conformity to Federal law.
5. The Unemployment Compensation program continues to be administered by

the States, thus permitting each State to apply its exlrience to best meet its
individual needs whether it be an agricultural economy or an industrial economy
with varying work forces, cost s-of-living, seasonal productivity cycles, ilconie
levels, etc.

Whirlpool continues to maintain that the Unemployment Compensation System
could be more fairly improved if the tax rate-not the tax base--were to be
increased or decreased according to the revenue needed to support the program.
Increased IC tax rates would mean that employers with high layoff records
would contribute a fairer amount. Since a considerable number of employers pay
employees less than the proposed taxable wage base, Whirlpool therefore does
not endorse any increase of taxable wage base which would add unnecessary
financial burdens on, or discriminate against, employers who pay higher wages.

CONCLUSION

In general, Whirlpool endorses and urges support of I.R. 15119. with only
limited reservations.

Il reference to attempts to federalize the IC System. Whirlpool strongly
opposes any consideration of S. 1991 which embodies all objectionable features of
the former proposal known as MR. 8282.

A. J. TACACS.

RESEARCH & NEFOTIATING SERVICE.Lou Isvilhe, Ky., ,J uly 22, 1966.
ion. RUsSSFLL B. LONo,

(71w ir , Commlittco on Finance,
U.S. Senate, Washington, D.C.

Silt: I am writing at the behest of Mr. Richard Miller, Secretary Treasurer of
the Greater Louisville Labor Council AFL-CIO. Will you please include the
following comments on S. 1991 the Unemployment Insurance reform bill. in the
printed record of your committee hearings:
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It is little realized that the present Federal Social Security law and regula-
tions enabling the wide divergence among the fifty, separate state Unemployment
Insurance programs is analogous to, and has the same impact as allowing the
several states to enact so-called "right to work" legislation. For under the pres-
ent federal standards are built-in inducements which encourage a state to enact
and promulgate unemployment insurance programs with limited coverage, diffi-
cult eligibility requirements and low benefits. And such states advertise their
low standards--a promise of a lower cost of doing business-as an inducement
to attract new industry. Sanction for this unfair wage competition Is found in
the federal standards allowing for experience ce ratings. That Is, the rate of annual
insurance premiums paid into the state unemployment insurance fund is deter-
mined by the Employer's experience-layoffs; terminations; quits; etc.-with his
workforce. Therefore, an Employer is encouraged to challenge, and try to limit
the number of his former employees trying to exercise their right to unemploy-
mient insurance benelts, regardless of the merits of the particular employment
separation. It might he conceded that the Employer has the right to police " a
program for which he pays most of the cost, but there is often the further ad-
vantage in that unfair rules find regulations require the state agency administer-
ing the program to act as yet another agent of the Employer.

Of course, S. 1991 does not eliminate the experience rating, but it does allow
the individual states to correct the matter if they wish-a small step in the right
direction. Further, the bilk establishes uniform disqualification penalties allow-
Ing a state to withhold benefits up to six weeks instead of indefinitely as is the
present case in the low standards stat". And another provision in the measure
which would also tend to eliminate unfair wage competition is the gradual rais-
Ing of benefits until the weekly amount is equal to one-half the worker's former
weekly wage. Enough cannot Ie said of the present inadequacy of tile benefit
payment, but what is of equal importance is the provision to include additional
workers under the programs, many of whom are employed in tile vital hospital
and medical care industry, and other service trades.

Thank you for your thoughtful consideration of this testimony.
Very truly yours,

RESEARCHr & NEGOTIATING SERVICE,
Titos. BOND, Jr.

U.S. SENATE,
CONMITTFE ON COMMERCE.111ainh ingtont, D.C., -fitly 1-6, 1,946.

Ilo. RUTsse.T, . LONO,
Chairman, Committee on Finance,
U.S. Senate, Washington, D.C.

DEAR MR. CIIAIRMAN: Enclosed is a copy of a letter I have received from
Governor William Egan analyzing the impact of I1.R. 15119 on the state of
Alaska. I would appreciate your making this letter a part of the hearing
record.

Sincerely yours,
E. L. BARTLETT.

STATE OF ALASKA,
OFFICE OF THlE GOVtRNOR.
Juneau, Alaska, July 19, 19616.

loni. HI. L. BARTLETT,
U.S. Senate, Senate Offlec Building,
lVashington, D.C.

DEAR BoB: We have completed our preliminary analysis of IHR 15119 relating
to unemployment compensation.

Although the federal standards which would have resulted in large increases
in our benefit costs have been removed from the revved version of the original
bill. the prohibition against payment of reduced benefits to interstate claimants
remains.

As you way know, Alaska imposes an interstate reduction of benefits in order
to maintain some semblance of control over the migratory nature of our seasonal
work force, particularly in the food processing and logging and lumbering in-
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dustries. About one-fourth of those who claim benefits In these Industries are
presently interstate claimants. It is feared that significantly larger proportions
will outmigrate seasonally because of higher benefit entitlement, causing seasonal
delays at spring startup while eniployers attempt to round up an adequate work
force. Qualified loggers of all types are always in short supply.

Passage of Amended Section-3304(a) (10) will result in a significant iucrease
In Alaska's program costs.- It Is estimated that costs for interstate claims will
rise by at least 9.6 per cent. Our present cost rate, including (he recently en-
acted benefit Increases, will be 2.99 per cent of taxable wages. This will rise to
3.28 per cent if the provision is enacted. Thus, our margin of reserve accunmu-
lation will be reduced significantly. I

The provision for extended benefits during state and national recession has
not as yet been fully evaluated. We favor the general concept, but have not as
yet evaluated the full impact as considerable latitude is provided for in regard
to the claimant's eligibility for extended benefits.

Kindest regards.
Sincerely,

WILU, IAr A. EOAN, GoITIrn10r.

INTERNATIONAL ORGANIZATION O 'MASTERS. MATES & PILO'rS,
New York. N.Y.. Jll1 22, t966.

lion. RUSSELL B. LONG,
Cl, airman, Coin ittee on Finance,
U.S. Senate,
11a.Mington, D.C.

DEAR IR. CITAInMAN: The International Organization of Masters, Mates and
Pilots wishes to record its support of the subject McCarthy bill seeking several
very important unemployment compensation reforms that directly affect our
membership.

I. 1991, by providing additional payments for 26 weeks from a Federal fund
after Unemployment Compensation benefits have ended, would surely soften any
hardship regularly employed licensed deck officers may face in the event of a
long-term depression of this vital industry. In so doing. highly skilled Com-
nanders and Oflicers would be less likely to leave the sea for more stable em-
ployment ashore. The manpower crisis in this industry is especially critical
now, as you are aware.

Adjustment of the benefit level to that outlined In 8. 1991 is an indispensible
companion feature of the extended payments for the same reason. Seagoing
Officers, Mr. Chairman, cannot be trained overnight, and it is surely in the in-
terest of our defense posture to maintain the skilled and unskilled manpower
requirements for our Fourth Arm of Defense.

You are at liberty to include these observations on Senator McCarthy's bill In
the Committee's record.

Respectfully,
Capt. LLOYD W. SmELDON.

International President.

INDUSTRIAL UNION DEPARTMENT.
Washington, D.C., July 27, 1966.

Ion. RUSSELL LONG,
Chairman, Coninzittee oan Finance,
U.S. Senate,
Washington, D.C.

DEAR MNR. CHAIRMAN: I regret very much that pressing matters prevented my
appearing before your Committee to testify on unemployment compensation
legislation, because I believe that action Is urgently needed to prevent our
federal-state unemployment compensation system from becoming ineffectlve and
obsolete.
IThe unemployment compensation bill which was passed by the JIou-e of Rep-

resentatives and which is now before your Committee Is totally inadequate to
meet modern needs. In Its present form, 11.R. 15119 wilt.dlscourage states fropp
making improvement In their own laws. " .
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The provisions of S. 1991 would provide federal standards to assure most un-

employed workers benefits equal to half their wage, to eliminate certain restric-
tive disqualiications, and would have provided a state-federal duration period
of 52 weeks.

On behalf of the seven million members of the Industrial-Union Department,
I urge you to vote to restore these provisions to the Finance Committee bill.

Sincerely yours, WALTE R P. REUTILER

Pre dont.

AMiEnIcA,,s TRUCKING AsSOCIATIONs, INC.
Wash tgton, D.C., July 27, 1966.

1lon. RUSSELL B. LONG,
chairmann , Coininittee on Finance,
U.S. Senate, Wash ington, D.C.
MY DEAR MR. CHAIRMAN: The American Trucking Associations, Inc., wishes

to be recorded in opposition to S. 1991. the Bill to provide for the establishment
of federal standards for unemployment compensation. We also speak against
proposals to write such federal standards back into the House-passed bill H.R.
15119.
In general we are, among other things, opposed to--

(1) Federal encroachment on state control over a matter traditionally
within the province of the states.

(2) Liberalizing the amount and duration of benefits so as to provide
an incentive not to work.

(3) Increasing costs resulting from the imposition of Federal standards.
(4) Extending the coverage to every employer without exception.

In keeping with your Committee's wish that those having like interests should
designate a common spokesman, we authorize the U.S. Chamber of Commerce to
amiplify on our reasons for not further liberalizing the House-passed bill.

Sincerely yours,
W. A. BRESNAHAN.

AMIERICAN NA'rIO N .l CATTLEMEN's ASSOCIATIOx.
Denver, Colo, July 26, 1966.

Ion. RUSSFLL B. LONe,
airmanma, Senate Finance Committce,
Senate Office Building, Washington, D.C.

DEAR SENATOi LONG: As representatives of the beef cattle industry in the
major cattle producing states of the nation, we are concerned and perplexed by
some proposed amendments to the Federal Unemployment Compensation laws.

From the average sized beef cattle producer standpoint, the proposed amend-
mnents would not aid his occasional and seasonal workers. . . virtually the only
labor hired outside the family. Instead. it would only serve to inflict longer
evening hours of bookkeeping upon the rancher's wife and build a fund of no
benefit to anyone involved.

It appears to us that the proposal to include seasonal workers under unem-
ployment provisions is a further invitation to automate cattle operators that
can only result in another nose-dive in farm labor employment, and still further
depres-sion of rural areas. i I

First, few persons are employed on a regular basis on smsil and medium sized
ranches today outside the family. We do not have full figures on just the ranch
segment of agriculture, but USDA reports show that the total farm labor (aver-
age) employment is now only 1,604,000 compared with 2,679,000 in 1940-one
million less in 25 years and the trend is continuing.

S,-condly, while ranchers hire very few migratory workers they do employ
local youths of upper high school and college age during summer months.
These young people would have no opportunity to collect benefits because they
would not have worked sufficient number of days to qualify, but most important
they would be returning to school rather than trying for another job.
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Where seasonable labor would come under the regulations, it could only mean
more book work for the ranch family, and little or no value to the employee
who generally Is not a part of the regular work force of a community. Logi-
cally, persons regularly employed are not available for part-time summer jobs.

Relative to full-time labor there is a shortage of even semi-skilled agricul-
tural workers. These people have no concern for unemployment. They can and
do move from one job immediately to another If at all qualified.

It would appear to be contradictory policy on the part of our government to
pour millions of dollars into rural areas for redevelopment from one hand, while
with the other hand it cuts still further into income of local residents--partic-
ularly for the young people who might otherwise have employment at home dur-
ing the summer months or other vacation periods.

For these reasons we strongly protest to the inclusion of agricultural workers
directly involved in production In provisions of the federal unemployment coin-
pensation statutes, and ask that H.R. 1.5119 be accepted as passed by the House.

We respectfully request that this letter be included in the hearing record dur-
ing current consideration by the Senate Finance Committee of the unemployment
compensation amendments of 1966.

Thank you.
Cordially,

C. W. M dILLAN.

NORTiiWEST CANNERS & FREEZERS AsSOCIATION.
Portland, Oreg., July 22, 1966.

Hon. RuSSELL B. LorN,
Chairman, Senate Committee on Finance,
Senate Office Building, Wa8hington., D.C.

DEAR SENATOR LoNs,: We are advised that hearings by your Committee on the
House-passed unemployment compensation bill, H.R. 15119. were opened July 13th.
We did not find It practicable to. ask for time to appear before you In person to
express our views, and we therefore respectfully request that this statement of
our views be accepted in lieu of such appearance, and if possible at this date,
made a part of the record of the hearings.

The Northwest Canners and Freezers Association is a trade association of
canners and freezers of fruits and vegetables in the states of Oregon, Washington
and Idaho. Its members, numbering 55 companies, account for approximately
85 to 90 percent of the total production of such products in these states. You will
find attached to this letter a 'ist of the present members of the Association.

The members of the Association by unanimous vote at their annual meeting
held April 15, 1966 adopted a resolution (see copy attached) opposing the pro-
posed federalization and centralization of the present Federal-State Unemploy-
ment Compensation system and urging its rejection by the Congress. Fortunately,
the House of Representatives, In Its wisdom, was quite similarly persuaded, and
the bill as finally passed contained modified language which substantially re-
moved most of our major objections to the original proposal (H.R. 8282). H.R.
15119 as passed by the House is regarded by us as a basically good bill, and we
are opposed to restoration of any of the controversial sections of H.R. 8282 which
were removed in the House.

Thank you for your consideration of our views.
Respectfully submitted.
By Legislative Coordinating Committee.

L. V. WIsE,
Chairman, Cai fornia Packing Corp.

Attest:
C. R. TULLEY,

Exeeutive Vice President.
N. W. MERRILL,

Blue Lack Packers, Inc.
F. M. Moss,

Idaho Canning Co.
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MEMBERSiiIP LiST OF THE NORTHWEST CANNERS & FREEZERS ASSOCIATION

Listed below are the names and mailing addresses of fruit and vegetable
canners and freezers in Oregon, Washington and Idaho who are members of the
Northwest Canners and Freezers Association:
Albany Frozen Foods, Inc., P.O. Box 609, Albany, Oregon 97321
Allen Fruit Company, Inc., P.O. Box 352, Newberg, Oregon 97132
Bagley Canning Company, P.O. Box 405, Ashland, Oregon 97520
Berryland Packers, Inc., P.O. Box 26, Snohomish, Washington 98290
Berry Valley Farm Pak, Inc., Route 1, Lake Stevens, Washington 98258
Blue Lake Packers, Inc., P.O. Box 5038, Salem, Oregon 97304

Blue Lake Packers, Inc., 637 N. Ninth St., Corvallis, Oregon 97330
Blue Ribbon-Big Y Growers, P.O. Box 1587, Yakima, Washington 98901
Bradley's Frozen Foods, Inc., P.O. Box 34, McMinnville, Oregon 97128
California Packing Corporation, 215 Fremont St., San Franciswo. Calif. 94105 2

California Packing Corp., P.O. Box 2109. Portland, Oregon 97214 '
California Packing Corp., P.O. Box 790, Salem, Oregon 97308
('alifornia Packing Corp., P.O. Box 71, Toppenish, Washington 98948
California Packing Corp., P.O. Box 150, Vancouver, Washington 98660
California Packing Corp., P.O. Box 1528, Yakima, Washington 98901

Canby Fruit Packers, Rt. 1, Box 144A, Canby, Oregon 97013
Centralia Farms, Inc., Rt. 1, Box 345, Centralia, Washington 98531
Columbia Fruit Growers, P.O. Box 539, The Dalles, Oregon 97058
Conroy Packing Company, P.O. Box 211, Woodburn, Oregon 97071
Corvallis Packing Company, P.O. Box 607, Corvallis, Oregon 97330
Country Gardens, Inc., P.O. Box 706, Warden, Washington 98857
Diamond Fruit Growers, Inc., P.O. Box 180, IIood River, Oregon 97031
Dole Company, P.O. Box 245, San Jose, California 95103 2

Dole Connpany, P.O. Box 351, Salem, Oregon 97308
Eugene Fruit Growers Assn., P.O. Box 1266, Eugene, Oregon 97401

Eugene Fruit Growers Assn., Junction City, Oregon 97448
Fruitland Canning Assn., Inc., P.O. Box 268, Fruitland, Idaho 83619
Gem Canning Company, P.O. Box 98, Emmett, Idaho 83617
Green Giant Company, LeSueur, Minnesota 56058 2

Green Giant Company, Dayton, Washington 99328
Green Giant Company, Wait4burg. Washington 99361
Green Giant Company, Buhl, Idaho 83316

Idaho Canning Company, P.O. Box 160, Payette, Idaho 83661
Idaho Canning Company, Nyssa, Oregon 97913

Idaho Potato Growers, Inc., P.O. Box 978, Idaho Falls, Idaho 83402
Kale, C. S., Canning Company, P.O. Box 228, Everson, Washington 98247
Kolstad Canneries, Inc., P.O. Box 67, Silverton, Oregon 97381

Kolstad Canneries, Inc., P.O. Box 26, Dallas, Oregon 97338
Lamb-Weston, Inc., P.O. Box 12145, Portland. Oregon 97212 2

Lamb-Weston, Inc., P.O. Box 428, American Falls, Idaho 83211
Lamb-Weston, Inc., P.O. Box 118, Weston, Oregon 97886

Libby, McNeill & Libby, 200 S. Michigan St., Chicago, Ill. 60604'
Libby, McNeill & Libby, 455 Beach St., San Francisco, Calif. 94119'
Libby, MeNelli & Libby, P.O. Box 400, Grandview, Wash. 98930
Libby, McNeill & Libby, Fourth Ave. & Shinn, Kent, Wash. 98031
Libby MeNeill & Libby, P.O. Box 170, Mt. Vernon, Wash. 98273
Libby, McNeill & Libby, 3625 S.E. 26th, Portland, Oregon 97202
Libby, McNeill & Libby, Walla Walla, Washington 99362
Libby, McNeill & Libby, 901 N. First St., Yakima, Washington 98901

Lynden Berry Growers, P.O. Bok 487, Bellingham, Wash. 98225
National Fruit Canning Company, P.O. Box 9366, Seattle, Washington 98109'

National Fruit Canning Company, P.O. Box 447, Burlington, Washington
98233

National Fruit Canning Company, P.O. Box 479, Chehalis, Washington 98532

1 Birds Eye Div. Gen. Foods Corp., Walla Walla, Washington 99362.
Birds Eye Dlv., Nampa, Idaho 83651,
Birds Eye Dlv., Woodburn, Oregon 97071.
Birds Eye Dlv., Hillsboro, Oregon 97123.

2 Administrative Offices Only.
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North Marion Fruit Company, Inc., :10 N. First Street, Woodburn, Oregon 97071
Northwest Berry Packers. Inc., 3510 -Magnolia 1lvd.,. Seattle, Wash. 98199 1

Northwest Berry Packers, Inc., P.O. Box 456. Winslow. Waslihigton 98110
Northwest Packing Company. P.O. Box 11126. Portland, Oregon 97211
Ore-Ida Foods, Inc., P.O. Box 60, Ontario, Oregon 97914

Ore-Ida Foods, Inc.. Burley, Idaho 8,3318
Othello Packers, Inc., 925 N, Broadway, Othello, Washlpgton 99344
Portland Canning Company, Inc., Suite 303 E., Pan Am Bldg., N.Y., N.Y. 10017 2

Portland Canning Company. Inc.. P.O. Box 368, Sherwpod, Oregon 97140
Prosser Packers, Inc, 1001 Bennett, Prosser, Washington 99350
Robinson. C. A., Cold Storage, Inc., Rt. 1. Box 602, Ridgefield, Washington 9.1642
Rogers Walla Walla Canning Company, P.O. Box 1002, Walla Walla, Washington
99362

Rogers Walla Walia Canning Co., P.O. Box 5. Milton-Freewater, Ore. 97862
Rogers Walla Walla Canning Co., Atheia, Oregon 97813

Rogue River Packing Coyporation, 149 Calif. St., San Fran., Calif. 94111.
Rogue River Packing Corporation. P.O. Box 408, Medford, Oregon 97501

San Juan Islands Cannery, P.O. Box 335, LaConner, Washington 98257
Seabrook Farms Company, Seabrook. New Jersey 08303 '

Seabrook Farms Company, P.O. Box 647, Lewiston, Idaho 83501
Seiter's, Inc., P.O. 218, Post Falls, Idaho 8.3854
Simplot, .1. R., Company. P.O. Box 51, Caldwell, Idaho 83605

Simplot, .. R., Company, Heyburn, Idaho 83336
Smucker, The J. M.. Company, P.O. Box 87, Oregon City, Oregon 97045

Smucker. The J. M., Company, Woodburn, Oregon 97071
Starr Foods, Inc., 303 Columbus Ave., San Fran., Calif. 941332

Starr Foods, Inc., P.O. Box 749, Salem, Oregon 97301
Stayton Canning Company Co-op., Stayton, Oregon 9738

Stayton Canning Company Co-op., Dayton, Oregon 97114
Stokely-Van Camp, Inc., 5625 E. 14th Oakland, California 94621 2

Stokely-Van Camp, Inc., Albany, Oregon 97321
Stokely-Van Camp, Inc., P.O. Box 141, Bellingham, Washington 98225
Stokely-Van Camp, Inc., P.O. Box 427, Kent. Washington 98031
Stokely-Van Camp, Inc., P.O. Box 61. Mt. Vernon, Washington 98273
Stokely-Van Camp, Inc., P.O. Box 252, Stanwood. Washington 98292
Stokely-Van Camp, Inc., P.O. Box 308. Zillah, Washington 98953

Symons Frozen Foods. Inc., P.O. Box 97, Sumner, Washington 98390
Symons Frozen Foods, Inc.. Ridgefield, Washington 98642

U'matilla Canning Company, P.O. Box 26, Milton-Freewater, Ore. 97862
United Elav-R-Pac Growers, Inc., P.O. Box 3288, Salem, Oregon 97302

United-Flav-R-Pac Growers, Inc., P.O. Box 589. Gresham, Oregon 97030
United Flav-R-Pac Growers, Inc., P.O. Box 310, Newberg, Oregon 97132

U.S.P. Corporation, P.O. Box 230, San Jose, California 95103 2
U.S..P. Corporation, P.O. Box .309, Salem, Oregon 97308

Washington Canners Co-op, P.O. Box 30, Vancouver, Washington 98660
Washington Canners Co-op., P.O. Box 1342, Yakima, Washington 98901

Washington Rhubarb Growers Assn. P.O. Box 535, Sumner, Washington 98390
Western Oregon Packing Corp., 0.37 N. Ninth St., Corvallis. Oregon 973.30
Puyallup & Sumner Sales Corp., P.O. Box 393, Puyallup, Washington 98372

RESOLUTION RE UNEMPLOYMENT COMPENSATION ADOPTED AT ANNUAL MEETING
or NORTHWEST CANNERS & FREEzERs ASSOCIATION, APRIL 15, 1966

Whereas the existing Federal-State Unemployment Compensation system has
demonstrated over many years that it provides an effective and fully responsible
means of solving the problems of Involuntary industrial unemployment; aihd

Whereas the existing system properly places primary responsibility with the
states to tailor their unemployment compensation laws and regulators to the

needs and conditions of their own industries, labor forces, and over-all economies;
and

Whereas current proposals In Congress to effect sweeping changes in this
system would violate sound principles of Unemployment Compensation theory
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and practice, as above specified, and would create unprecedented new Federal
authority at the expense of the ability and right of each state to meet its own
unemployment problems in a responsible and efficient manner: Now therefore

Rcsolvcd by the mnember8 of the Northwest C.aCnucr8 and Frcczcrs Association,
in mceting assembled t0i8 15th day of April, 1966, That we deplore such proposals
to federalize and centralize the present Federal-State Unemployment Compensa-
tion system and urge their rejection by the Congress.

(Whereupon, at 11:10 a.m., the committee adjourned to reconvene
at 10 W.m., Wednesday, Jufly 27, 1966, in executive session.)
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