ECONOMIC SECURITY ACT

SATURDAY, FEBRUARY 9, 1935

Unrtrep States SENATE CoMMITTEE ON FINANCE,
Washington, D. C.

The committee met pursuant to call, at 10:10 a. m., in the Finance
Committee room, Senate Office Building, Senator Pat Harrison,
chairman, presiding. ,

The CHAIRMAN. I submit for the record a letter from Dr. Witte,
Executive Director Committee on Economic Security, transmitting
for the consideration and study of the Committee two model State
unemployment-insurance bills, suggestions for a State old-age assist-
ance law, and accompanying explanatory statements.

CoMMITTEE ON ECONOMIC SECURITY,
Washington, February 9, 1935.
Hon. PAT HARRISON,
Chairman Finance Commitlee of the United States Senate,
Washington, D. O.

DrAr SENATOR HarRIsON : While Dr. William M. Leiserson, a member of the
technical board of this committee, was testifying on the pending Economic
Security Act, your committee expressed a wish that the model State unem-
ployment-insurance bill which we were preparing should be submitted to your
committee for purposes of the record.

‘We have now completed two model State unemployment-insurance bills, one
for a pool-fund system and the other for a plant account system. These two
bills with an accompanying explanatory statement are enclosed herewith.

‘We have also prepared suggestions for a State old-age-assistance law. This
is, likewise, being transmitted to you herewith.

‘Whether you desire all of this material to be included in the record I do
not know, but as your committee expressed a wish to have this submitted,
I am doing so herewith,

Very truly yours,
CoMMITTEE oN ECONOMIC SECURITY,
Epwin H. WITTE,
Ezecutive Director.

PRELIMINARY DRAFT OF A SUGGESTED STATE UNEMPLOYMENT COMPENSATION ACT
(With completely pooled fund)

The Federal measure for economic security (now pending in Congress) gives
every State both opportunity and urgent reason for enacting a State unemploy-
ment-compensation law in 1935.

The Federal security measure permits employers to credit (against the Fed-
eral pay-roll tax) their contributions under any State unemployment-compen-
sation law which meets certain minimum Federal standards.

Each State which passes such a law promptly will be able to set up a State
unemployment-compensation fund, thus using for State purposes that money
which would otherwise be paid into the Federal Treasury by the State’s
employers. 561
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To assist each State in enacting a suitable law, assuring its employers ox»
the Federal tax credit, the President’s Committee on Hconomic Security has
had two model State bills prepared after months of study and discussion.

These bills are very carefully drafted to meet all the requirements of the
Federal measure, including: (a¢) Standards for granting tax credits to employ-
ers; and (b) standards for granting Federal money to pay the administrative
costs of such State laws.

(1) The attached model bill is of the “ pooled fund” type. Under this type
of bill all contributions are paid into a single, undivided fund (with no segre-
gation of the amounts paid in by each employer). Benefits will be paid from
such pooled fund to any and all eligible employees. Provisions for varying
employer contribution rates to some extent, based on their employment and
benefit experience, may be incorporated in such a bill if the State so desires.

(2) An alternative model bill of the *reserves ” type is being prepared and
will be sent to you shortly. Under this type of bill, part of the total contri-
butions paid into the State fund will be “ pooled ”’; but the major part of each
employer’s contributions will be segregated (within the fund) into separate
employer accounts, and benefits will be paid from an employer’s account only
to his own eligible employees. After several years of contribution and benefit
payments, each employer’s contribution rate will depend on his actual employ-
ment and benefit experience,

Wide latitnde is thus left the several States in many respects (e) as to the
general type of unemployment compensation law to be adopted, with two types
of model bill suggested, and also (b) as to many other important questions
(amount and duration of benefits, etc.).

1t is suggested, however, that each State executive or legislator who plans to
make any change in either of the model bills (prepared by the Committee on
Bconomic Security) might do well to write the committee for advice on the
vital question: “ Would the proposed change prevent the State law from quali-
fying for (a) Federal tax credits to employers, and (b) Federal aid for State
administration?”

By thus writing the Committee on Economic Security, each State can be
advised whether the proposed changes (a) will meet Federal requirements and
(b) are consistent, or conflict with other provisions of the * model bill ” itself.

The Committee’s uddress is 1734 New York Avenue, Washington, D. C.

TOPICAL OUTLINE OF BILL

Section 1. Short title.

Section 2. Declaration of public policy of the State.

Section 3. Deflnitions: (1) Benefit, (2) commission, (3) contributions, (4)
eligibility, (5) employee, (6) employer, (7) employment, (8) employment
office, (9) full-time weekly wage, (a) hourly rate of earnings, (b) full-time
weekly hours, (10) fund, (11) partial unemployment, (12) pay roll, (13)
total unemployment, (14) unemployment administration fund, (15) wages,
(16) waiting-period unit, (17) week, (18) week of employment.

Section 4. Unemployment compensation fund: (1) Fund, (2) withdrawals,
(3) treasurer, (4) deposit.

Section 5. Contributions: (1) Payment, (2) standard rate of contributions,
(8) 1936 and 1987 contribution rates, (4) futuré rates, based on benefit ex-
perience, or (4) study of contribution rates, (5) employee contributions.

Section 6. Benefits: (1) Payment of benefits, (2) weekly benefits for total
unemployment, (3) weekly benefits for partial unemployment, (4) 1-to4
ratio of benefits to employment, (5) maximum weeks of benefit in any year,
(6) lump-snm benefit. option, (7) additional benefits (1-to-20 ratio).

Section 7. Benefit eligibility conditions: (1) Employment requirement, or (1)
probationary-service period. (2) avallability and registration for work, (3)
waiting period, (4) during trade digputes, (5) voluntary leaving, (6) dis-
charge for misconduct, (7) refusal of suitable employment, (8) employees
barred from benefits by wage disqualification,

Section 8. Settlement of benefit claims: (1) Filing, (2) initial determination,
(3) appeals, (4) appeal tribunals, (5) procedure, (6) commission review,
(7) appeal to courts, (8) oaths and witnesses.

Section 9. Court review. (Not drafted because of difference in State courts,
ete.)

Section 10 Unemployment Compensation Commission: (1) Organization, (2)
salaries, (3) gquorum.
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Section 11. Administration: (1) Duties and powers of commission, (2) general
commission rules, (3) publication, (4) personnel, (5) advisory councils, (6)
employment stabilization, (7) records and reports, (8) representation in
court, (9) State-Federal cooperation, (10) employment offices.

Section 12. Acceptance of act of Congress relating to employiment service: (1)
Formal acceptance, (2) State employment service, (3) financing.

Section 13. Reciprocal benetfit arraugement with other States.

Section 14. Protection of rights and benefits: (1) Waiver of rights void, (2)
limitation of fees, (3) no assignment or garnishiment of benefits.

Section 15. Collection of contributions: (1) Interest on tardy payments, (2)
bankruptcy, (3) court action.

Section 16. Penalties.

Section 17. Unemployment administration fund: (1) Special fund, (2) Federal
aids, (3) employment-service account.

Section 18. Appropriations.

Section 19. Saving clause.

Section 20. Separability of provisions.

Section 21. Effective date.

A BirL RELATING T0 UNEMPLOYMENT COMPENSATION PROVIDING PENALTIES AND
MAKING APPROPRIATIONS

SECTION 1. SHORT TITLE

This act shali be known and may be cited as the * Unemployment compensa-
tion law.”

SECTION 2. DECLARATION OF PUBLIC POLICY OF THE STATE

NoteE.—The sponsor of a State bill will probably wish to draft the state-
ment of public policy. The following statement is appropriate and may be
used if desired, but this precise wording is not essential to conform to the
proposed Federal legislation,

As a guide to the interpretation and application of this act, the public policy
of this State is declared to be as follows: Economic insecurity due to unemploy-
ment is a serious menace to the health, morals, and welfare of the people of
this State. Involuntary unemployment is therefore a subject of general interest
and concern which requires appropriate action by the legislature to prevent its
spread and to lighten its burden which now so often falls with crushing force
upon the unemployed worker and his family., Social security reqguires pro-
tection against this greatest hazard of our economic life. This can be provided
only by application of the insurance principle of sharing the risks, and by the
systematic accumulation of funds during periods of employment to provide
benefits for periods of unemployment, thus limiting the serious social conse-
gquences of poor relief assistance. The legislature, therefore, declares that in
its considered judgment the public good, and the general welfare of the workers
of this State require the enactment of this measure for the compulsory setting
aside of unemployment reserves to be used for the benefit of persons unemployed
through no fault of thelr own.

SECTION 3. DEFINITIONS

The following words and phrases, as used in this act, shall have the following
meanings unless the context clearly requires otherwise:
(1) “ Benefit” means the money payable to an employee as compensation for
his wage losses due to unemployment as provided in this act.
(2) “Commission ” means the unemployment compensation commission estab-
lished by this act, or its authorized representative. '
Nore—If another administrative agency than that suggested herein is
used, the name of such agency should be abbreviated and defined, and
when the word ‘ commission” appears, tlle abbreviated name of such
agency should be substituted.
(3) “Contributions” means the money payments to the State unemployment
compensation fund required by this act.
(4) Eligibility.—An employee shall be deemed “eligible” for benefits for
any given week of his partial or total unemployment (occurring subsequent
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to any required waiting period) only when he is not disqualified by any provi-
slon of this act from receiving benefits for such week of unemployment.

(5) ‘“ Employee ” means any person employed by an employer subject to this
dact and in employment subject to this act.

(6) “Employer” means any person, partnership, association, corporation,
whether domestic or foreign, or the legal representative, trustee in bankruptey,
receiver, or trustee thereof, or the legal representative of a deceased person,
including * this State and any municipal corporation or other political subdi-
vision thereof, who or whose agent or predecessor in interest has employed at
least four persons in employment subject to this act within each of 13 or
more calendar weeks in the year 1935 or any subsequent calendar year; pro-
vided that such employment in 1935 shall make an employer subject on January
1, 19386, and such employment in any subsequent calendar year shall make a
newly subject employer subject for all purposes as of January 1 of the calendar
year in which such employment occurs. ln determining whether an employer
(of any person in the State) employs enough persons to be an “employer”
subject hereto, and in determining for what contributions he is: liable here-
under, he shall, whenever he contracts with any coatractor or subcontractor
for any work which is part of his usual trade, occupation, profession, or busi-
ness, be deemed to employ all persons employed by such contractor or sub-
contractor on such work, and he alone shall be liable for the contributions
measured by wages paid to such persons for such work; except as any such
contractor or subcontractor, who would in the absence of the foregoing provi-
sions be liable to pay said contributions, accepts exclusive liability for said
contributions under an agreement with sucli employer made pursuant to gen-
eral commission rules. All persons thus employed by an employer (of any
person) within the State, in all of his several places of employment maintained
within the State, shall be treated as employed by a single “ employer” for
the purposes of this act; provided, moreover, that where any person, partner-
ship, association, corporation, whether domestic or foreign, or the legal repre-
sentative, trustee in bankruptcy, receiver, or trustee thereof, or the legal repre-
sentative of a deceased person, either directly or through a holding company
or otherwise, has a majority control or ownership of otherwise separate busi-
ness enterprises employing persons in the State, all such enterprises shall be
treated as a single *“employer” for the purposes of this act. Any employer
subject to this act shall cease to be subject hereto only upon a written applica-
tion by him and after a finding by the commission that he has not within any
calendar week within the last completed calendar year employed four or more
persons in employment subject hereto. Any employer (of any person within
the State) not otherwise subject to this act shall become fully subject hereto,
upon filing by such employer with the commission of his election to become
fully subject hereto for not less than 2 calendar years, subject to written ap-
proval of such election by the commission.

(7) “ Employment ” means any employment in which all or the greater part
of the person’s work (within the continental United States) is or was custo-
marily performed within this State, under any contract of hire, oral or
written, express or implied, whether such person was hired and paid directly
by the employer or through any other person employed by the employer, pro-
vided the employer had actual or constructive knowledge of such contract.
Such employment shall include the person’s entire employment (in all States,
including the District of Columbia). 1In the case of all other persons employed
partly in this State and partly in other States, the term ‘“ employment” shall
include the employment of such persons to the extent prescribed by general
rules adopted by the commission. Hxcept as provided in any reciprocal benefit
arrangement made pursuant to this act, “ employment” shall not include any
employment included in any unemployment compensation system established by
an act of Congress.

Nor shall the term “ employment” apply to—*

(e¢) Employment on a governmental relief project approved by the com-
mission ;

1 The inclusion of the State and local governments as employers is not required in the
proposed Federal legislation. Congress does not have the power to tax the pay rolls of
State and local governments, and obviously could not require State and local govern-
ments to contribute to a State unemployment compensation act. It is suggesed, however,
that State and local employees be covered, except those in the employmenis exempted in
paragraphs (a) to (d) of the * employment ” detinition below.

2 The last sentence and exemptions (a) to (d) should be omitted if State and local
governments are excluded from the ‘ employer ”’ definition (6) "above,
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(b) Employment as an elected or appointed public officer;

(c¢) Employment by a governmental unit on an annual salary basis;

(d) Employment as a teacher in a public school, college, or university.

(8) “Employment office” means that free public employment office (oper-
ated by the State) or branch thereof nearest to the employee's place of resi-
dence or employment, unless otherwise prescribed by the commission.

(9) An employee’s “ full-time weekly wage ” means the weekly earnings such
employee wonld average from his employment if employed at the * hourly rate
of earnings” and for the “ full-time weekly hours " applicable to such employee.

(a) The applicable “ hourly rate of earnings” shall be determined by aver-
aging the employee’s actual earnings for at least 100 hours of employment by
his most recent employers. .

(b) An employee’s “ full-time weekly hours ” shall mean the standard maxi-
mum weekly hours which can lawfully be worked by the employee (in the
employment in question) under the applicable Federal code of fair competi-
tion or under any applicable State code or law specifying lower maximum
weekly hours. Where there is no code or law applicable, the commission shall
determine the employee’s full-time weekly hours by averaging his weekly hours
for all calendar weeks (in at least the past 3 months) in which he worked 30
hours or more, or by such equitable method as the commission may by general
rule prescribe for determining a full-time standard of not less than 30 weekly
hours for benefit purposes. In the case of any employee who is found by the
cornmission, at the time be becomes eligible for benefits to be unable by reason
of physical disability or by reason of continuing personal obligations (other
than employment) to work half the full-time weekly hours which prevail in
such establishment for full-time employees, the commission shall determine his
full-time weekly hours for benefit purposes by averaging his weekly hours for
all weeks (in at least the past 3 months) in which he worked.

(10) “Fund” means the unemployment compensation fund established by
this act, to which all contributions and from which all benefits reguired under
this act shall be paid.

(11) “Partial unemployment”: An employee shall be deemed *partially
unemployed ” in any calendar week of partial work if he fails to earn in wage
(and/or any other pay for personal services, including net earnings from self-
employment) for such week at least $1 more than the amount of weekly bene-
fits for total unemployment he might receive if totally unemployed and eligible,

(12) “Pay roll” means the total amount of all wages payable by the em-
ployer to his employees, commencing with wages payable for employment occur-
ring after employer becames newly subject to this act.

(13) “Total unemployment’: An employee shall be deemed * totally un-
employed ” in any calendar week in which he performs no wage-earning serv-
ices whatsoever and for which he earns no wages (and no other pay for per-
sonal services, including net earnings from self-employment), and in which
he cannot reasonably return to any self-employment in which he has cus-
tomarily been engaged,

(14) “Unemplovment administration fund” means the unemployment com-
pensation administration fund established by this act.

(15) “ Wages"” means every form of remuneration for employment received
by a person from his employer, whether paid directly or indirectly by the
employer, including salaries, commissions, bonuses, and the reasonable money
value of board, rent, housing, lodging, payments in kind, and similar advantages.

(16) “ Waiting-period unit” means a period (for which no beneflts are pay-
able but during which the employee is in all other respects eligible) consisting
of either 1 week of total unemployment or 2 weeks of partial unemployment,
required as a condition precedent to the receipt of benefits for subsequent
unemployment, as prescribed in this act.

(17) “Week” means calendar week.

(18) “ Werk of employment’ means each calendar week (occurring at least
1 year after contributions first become generally due under this act from em-
ployers then subject hereto and occurring after any probationary period or
periods required hereunder) within which the person in question performed
any employment subject to this act for any employer subject to this act: Pro-
vided, however, That any week (occurring within the customary school vaca-
tion periods) in which an employer employed an employee who attended a
gchool, college, or university in the last preceding school term shall not be
counted as a “ week of- employment ” in determining the benefit rights of such
employee under this act.
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SEC. 4. UNEMPLOYMENT-COMPENSATION FUND

(1) I'und.—There is hereby created the unemployinent-compensation fund,
to be administered by the commission without liability en the part of the State
beyond the amounts paid into and eatrned by the fund. This fund shall consist
of all contributions and money paid into and received by the fund as provided
by this act, of property and securities acquired by and through the use of
moneys belonging to the fund, and of interest earned upon the moneys helonging
to the fund.

(2) Withdrawals.—The fund shall be adpiinistered in trust and used solely
to pay benefits, upon vouchers drawn on the fund by the comnmission pursuant
to general commission rules, and no other disbursement shall be made there-
from. Such rules shall be governed by and consistent with auy applicable
constitutional requirements, but the procedure prescribed by such rules shall
be deemed to satisfy (and shall be in lieu of) any and all statutory require-
ments (for specific appropriation or other formal release by State officers of
State moneys prior to their expenditure) which might otberwise he applicable
to withdrawals from the fund.

Nore—The first sentence of the above subsection is necessary to conform
to the requirement of the Federal bill that the fund be used exclusively for
the payment. of benefits. Administrative expenses will have to be paid
from Federal allotments for this purpose, or from other sources. Attention
is called to the fact that the number of benefit paynients to be made from
the State fund will be extremely large in most States, though the amount
of the individual payments will be small. It is therefore advisable to
utilize a method of withdrawals from the fund which will involve a
niinimum of administrative expense, consistent with adequate protection
of the fund. In some States the custonmary procedure for the payment from
public funds would be unnecessarily expensive.

(3) Treasurer.—The commission shall designate a treasurer of the fund
who shall pay all vouchers duly drawn upon the fund in such manner as the
commission may prescribe. He shall have custody of all moneys belonging
to the fund and not otherwise held or deposited or invested pursuant to this
action, The treasurer shall give bond conditioned on the faithtul performance
of his duties as treasurer of the fund, in a form prescribed by statute or
approved by the attorney general and in an amount specified by the commission
and approved by the governor. All premiums upon bonds required pursuant
to this section when furnished by an authorized surety company or by a duly
constituted governmental bonding fund shall be paid from the unemployment
administration fund. The treasurer shall deposit and/or invest the fund
under the supervision and control of the commission, subject to the provisions
of this act.

(4) Deposit.—All contributions paid under this act shall upon collection be
‘deposited in or invested in the obligations of the unemployment-trust fund of
the United States Government or its authorized agent, so long as said trust
fund exists, notwithstanding any other statutory provision to the contrary.
The commission shall requisition from the unemployment-trust fund necessary
amounts from time to time.

NoteE.—The above subsection (4) is necessary to meet the requirements of
the Federal bill.

The wording of the entire section creating the State unemployment com-
pensation fund is also important, because of constitutional provisions con-
cerning the custody and management of *“ State funds” in several States.
Four States (California, New Mexico, Wyoming, and Michigan) require
the deposit of * State funds” or “ public funds ” in State or national banks.
Since it is anticipated that the United States Treasury will designate banks
within the State to act as its agent, even the constitutional provisions of
these States do not conflict with the requirements of the Federal economic
security bill for the deposit of State unemployment compensation funds
with the unemployment trust fund of the United States.

SECTION 5. CONTRIBUTIONS
(1) Payment—On and after the 1st day of January 1936 contributions shall

accrue and become payable by each employer then subject to this act. There-
after contributions shall accrue and becomme payable by any new employer on
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and after the date on which he becomes newly subject to this Act. The con-
tributions required hereunder shall be paid by each employer in such manner
and at such times as the commission may prescribe.

(2) Standard rate of contributions.—The contributions regularly payable
by each employer shall be an amount equal to 3 percent of his pay roll, except
as otherwise provided in this act.

Nore—The Federal pay-roll tax on employers (under the economic
security bill) will be 3 percent tor the year 1938, and therafter. For
the years 1936 and 1937, however the tax rate (which will depend on a
Federal index of production) may be 3 percent, 2 percent, or 1 percent.
(Of course all provisions of the Federal bill are subject to possible change
by Congress.) Any State which desires to make its 1936 and 1937 con-
tribution rates correspond exactly to the tax-rate clauses of the Federal
security measure (as introduced) can use the following language:

(Optional provision)

(3) 1936 and 193 ; by each
employer for the calendar years 1936 and 1937 shall be determined as follows:
(a) If the Federal Reserve Board’s adjusted index of total industrial production
averages, for the year ending September 30, 1935, not more than 84 percent
of its average for the years 1923-25, inclusive, the commission, shall certify that
fact to the secretary of state, and each employer shall contribute for the calen-
dar year 1936 an amount equal to 1 percent of his pay roll; (b) if such index
averages for such year, more than 84 percent but less than 95 percent of such
earlier average, such fact shall be so certified, and each employer shall con-
tribute for the calendar year 1936 an amount equal to 2 percent of his pay roll;
(0) if such index averages for the year ending September 30, 1936, not more
than 84 percent of such earlier average, such fact shall be so certified, and each
eniployer shall contribute for the calendar year 1937 an amount equal to 1 per-
cent of his pay roll, except that in no event shall the measure of contributions
for the calendar year 1937 be less than the measure of contributions for the
calendar year 1936; (d) if such index averages, for the year ending September
30. 1936, more than 84 percent but less than 95 percent of such earlier average,
such fact shall be so certified and each employer shall contribute for the calen-
dar year 1937 an amount equal to 2 percent of his pay roll, except that in no
event shall the measure of contributions for the calendar year 1937, be less
than the measure of contributions for the calendar year 1936.

NorE—Under the proposed Federal economic security measure a State
may, after 5 years, reduce contribution rates for employers who have shown
a good unemployment compensation experience., Two alternate provisions
are given below for States that may wish to take advantage of this pro-
vision in the Ferderal measure. Both provisions are entirely optional with
the State. !

(Optional provision)

(4) Btudy of contribution rates.—F¥or a period of 3 years after the contribu-
tions accrue and become payable under this act, the commission shall study the
operations of this act relative to the financial aspects and the sufficiency of con-
tributions hereunder, and shall submit a report of its findings and recommenda-
tions thereon to the legislature not later than February 15, 1939.

(Optional provision)

(4) Puture rates, based on benefit experience.—Based on the actual contri-
bution and benefit experience of employers under this act, the commission shall
(in the year 1941 and in each calendar year thereafter) classify employers in
accordance with said experience; and shall determine for each employer the
rate of contributions which shall apply to him throughout the calendar year
pursuant to said experience and classification. The minimum contributions thus
payable to the fund shall in no case amount to less than —® percent on the
employer’s pay roll. and the average contribution rate of all employers shall be
approximately 3 percent (on pay roll) for any calendar year. An employer’s
contribution rate shall in no case be reduced until there has been at least 3
calendar years throughout which his employees received or could have re-

8 This flgure must be at least 1 percent under the pending economic security measure,
but is, of course, subject to final action by Congress,
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ceived' benefits when and if unemployed and eligible. The commission shall
investigate and classify industries, employers, and/or occupations with respect
to the degree of unemployment hazard in each, taking due account of any rele-
vant and measurable factors, and shall have power to apply any form of classi-
fication or rating system which in its judgment is best calculated to rate indi-
vidually the unemployment risk most equitably for each employer or group of
employers and to encourage the stabilization of employment. The general basis
of classification proposed to be used for any calendar year shall be subject to
discussion, adoption, and publication in the manner prescribed in this act for
all general commission rules. :

(Optional provision)

(5) Contributions by employees.—Each employee shall contribute to the fund
1 percent of his wages. Each employer shall be responsible for withholding
such contribution from the wages of his employees, shall show such deduction on
his pay-roll records, and shall transmit all such contributions to the fund
pursuant to general commission rules.

Note—The State is not required to include the above subsection (5).
It is being set forth here for due consideration by each State.

Worker contributions cannot be offset or credited against the Federal
tax on pay rolls, which is payable by employers alone. Hence the inclu-
sion by a State of subsection (5) would not be a substitute for, but rather
an addition to, the contributions above required from employers.

Additional contributions to the fund, from any source, would of course
make possible additional benefits from the fund. (See the * actuarial
memorandum ” as to what benefits could be paid with additional contri-
butions.)

SECTION ¢. BENEFITS

(1) Payment of benefits.—After contributions have been due under this act
for 2 years, benefits shall become payable from the fund to any employee who
thereafter is or becomes unemployed and eligible for benets, based on his
weeks of employment as defined in this act, and shall be paid through the
employment offices at such times and in such manner as the commission may
prescribe.

No1e.—The above provisions should not be altered, since the proposed Fed-
eral bill requires as a condition for the allowance of credit against the
Federal pay-roll tax that payment of all compensation must be made
through the public employment offices in the State and must comfmence 2
years after contributions are first made under the State law.

(2) Weekly benefits for total unemploymeni.—An employee totally unem-
ployed and eligible in any week shall be paid benefits (computed to the nearest
half dollar) at the rate of 50 percent of his full-time weekly wage, with max-
imum benefits of $15 per week, and minimum benefits of $______ * per week.

Note.—The maximum weekly benefit of $15 per week indicated here is
open to change by the State. It is not required by the Federal bill. It
is presumed that each State will desire to fix a maximum which it deems
appropriate In the particular State. Official commissions on unemploy-
ment insurance in New York, Ohio, California, and Virginia have recom-
mended a maximum of $15 per week, while the New Hampshire com-
mission recommended $14. The maximum in the Wisconsin law is $10,
but the contribution rate is 2 percent.

(3) Weekly benefits for partial unemployment.—An employee partially un-
employed and eligible in any week shall be paid sufficient benefits so that his
week’s wages (and/or any other pay for personal services, including net
earnings from self-employment) and his benefits combined will be $1 more than

4 States may also wish to fix a minimum weekly benefit for total unemployment. Senate
bill no, 1 of New York provides a minimum of $5. Few of the proposed unemployment
compensation bills provide for any minimum,

Practically all of the special commissions which have studied unemployment compensa-
tion In this country have recommended that the benefit rates be set at 50 percent of the
full-time weekly earnings. WIith contributions of 3 percent, or even 4 percent, this ig
about the maximum weekly rate of benefit which can be provided, unless the duration of
benefits is shortened. It 1s generally thought advisable to fix the beneflt rates at this
figure, and to adjust the duration of benefits and the walting pertod to meet the
employment experience of the State.
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the weekly benefit to which he would be entitled if totally. unemployed in
that week,

Nore.—The above subsection (3) is open to change by the State. How-
ever, unless larger contributions than a rate of 38 percent are required,
it is suggested that partial benefits should be limited as above provided.
This provision gives only a small advantage in total compensation to the
partially employed person over the totally unemployed person; but it must
be remembered that the person who is drawing partial benefits is not
thereby exhausting his benefit rights as rapidly as the person who is
drawing total benefits. While it would be desirable to provide more 1ib-
eral benefits to partially unemployed persons, it must be recognized that
the primary purpose of the fund i to provide protection to employees
who are totally unemployed. Also, it is desirable to avoid. large numbers
of small claims for small amounts of partial unemployment because of
the excessive administrative costs which would be involved.

(4) One-to-four ratio of benefits to employment.~—The aggregate amount of
benefits an employee may at any time receive shall be limited by the number
of his past weeks of employment against which benefits have not yet been
charged hereunder. Each employee’s benefits shall be thus charged against his
most recent weeks of employment available for this purpose. Each employee
shall receive benpefits in the ratio of one-guarter week of total unemployment
benefits (or an equivalent amount, as determined by general commission rules,
of benefits for partial unemployment or for partial and total unemployment
combined) to each week of employment of such employee occurring within the
104 weeks preceding the close of the employee’s most recent week of
employment.

Nore.—This ratio will serve to guard the fund against excessive pay-
ment of benefits to those with only a limited amount of previous employ-
ment to their eredit. The ratio may be lowered to 1 to 8 if it is desired
to liberalize this provision, or raised to 1 to 5 if it is desired t0 make bene-
fit requirements more stringent; but this would modify the actuarial basis
of this bill to some extent.

(5) Maximum weeks of benefit in any year—Benefits shall be paid each
employee for the weeks during which he is totally or partially unemployed and
eligible for benefits based on his past weeks of employment; but not more
than weeks of total unemployment benefits (or an equivalent total
amount, as determined by commission rules, of benefits for partial unemploy-
ment or for partial and total unemployment combined) shall be paid any em-
ployee for his weeks of unemployment occurring within any 52 consecutive
weeks.

Note.—A maximum duration of 16 weeks has been most discussed, based
on estimates of what could have been provided if an unemployment com-
pensation system embodying the standards contained in this bill had been
in operation from 1922-30 in the United States as a whole during that
period. If a State has had more unemployment than the average for the
United States it would be advisable for such State to provide for a shorter
maximum duration of benefits than 16 weeks. Hach State is advised to
consult the “actuarial memorandum * accompanying this biil to ascertain
the maximum number of weeks of benefits it can safely provide,

(8) Lump-sum benefit option.—In lieu of paying to an eligible employee in
weekly (or other) installments the maximum amount of beneﬁt§ to which his
past weeks of employment might entitle him under this act (in case he re-
mained continuously unemployed and eligible), the commission may discharge
the fund’s entire benefit liability to such employee, based on his past weeks of
employment, by paying him a lump sum equeling not less than 50 percent or
more than 8 percent of said maximum amount of benefits. But Iump-sum pay-
ments shall be thus made only in unusual cases (such as when the employee
has no prospect of securing further employment in the locality, but may secure
employment elsewhere). The commission shall by general rules determine on
what percentage basis and under what unusual conditions such Iump-sum pay-
ments shall be made, and each such case shall be subject to specific approval
by the commission.

Nore—This provision is designed to encourage workers who have no
further prospect of employment {n the community (e. g., because of aban-
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donment of a factory or mine) to seek employment elsewhere, rather than
to remain in the community until their benefit rights are exhausted.

(7) Additional benefits (1 to 20 ratio).—An eligible employee who has re-
ceived the maximum benefits permitted under subsection (5) shall receive
additional benefits in the ratio of 1 week of total unemployment benefit (or its
equivalent) to each unit of 20 aggregate weeks of employment occurring within
the 260 weeks preceding the close of the employee’s most recent week of em-
ployment, and against which benefits have not already been charged under this
act. Such additional benefits shall be charged against the employee's most
recent weeks of employment available for this purpose.

Nore.—The above provision is recommended because foreign experience
indicates that a large proportion of employees will draw no benefits for a
number of years. These employees will have an especially valid claim to
the additional benefits provided here, when because of a depression or
technological change they lose their jobs and are unable to find other
work.

SECTION 7. BENEFIT ELIGIRILITY CONDITIONS

(1) Employment requirement.—An employee shall be deemed eligible for
benefits for any given week of his unemployment only if he has either (a)
accumulated 40 weeks of employment subject hereto within the 104 weeks im-
mediately preceding the date of his application for benefits, or (b) accumulated
26 weeks of employment subject hereto within the 52 weeks immediately pre-
ceding the date of his application for benefits.

Nore.—The above subsection (1) is designed to prevent the payment of
benefits to persons who work only intermittently, spasmodically, or for
brief seasonal periods in insured employment, in order to prevent their
depleting the fund at the expense of the regularly employed worker. The
State may, at its option, modify or even eliminate this provision, but this
would to some extent modify the actuarial basis of this bill.

The following is a possible alternative provision to the above subsection
(1). This substitute would tend to have a rather similar effect, in restrict-
ing benefits to workers making frequent changes in employment.

(1) Required probationary period.—An employee shall be deemed eligible
for benefits, based on his employment by a given employer, only after he
has been employed by such employer within any 2 weeks (subsequent to
the first year of contributions under this act or to any later date on which
the employer in question first becomes subject to this act).

(2) Availability and registration for work~—An employee shall not be eligible
for benefits in any week of his partial or total unemployment unless in such
week he is physically able to work and available for work, whenever duly
called for work through the employment office. 'To prove such availability for
work, every employee partially or totally unemployed shall register for work
and shall file claim for benefits at the employment office, within such time limits
and with such frequency and in such manner (in persen or in writing) as
the commission may by general rule prescribe. No employee shall be eligible
for benefits for any week in which he fails without good cause to comply with
such registration and filing requirements. A copy of the commission’s rules
covering such requirements shall be furnished by it to each employer, who
shall inform his employees of the terms thereof when they become unemployed.

(3) Waiting period.—Benefits shall be payable to an employee only for his
weeks of unemployment occurring subsequent to a *“ waiting period” whose
duration shall in each case be determined as follows. An aggregate of __.___.
waiting-period units shall be required of the employee within the 52 weeks
preceding the start of any given week of unemployment.

There shall not be counted toward an employee’s required waiting period or
periods any week of total or partial unemployment in which he is ineligible for
benefits under subsections (2), (4), (5), (6), or (7) of this section.

Nore.—The Committee on Economic Security takes no position as to
what the length of the waiting period should be. The State may specify
a waiting period of 2, 8, or 4 weeks, or any other period it considers suit-
able. It should be emphasized, however, that a long waiting period will
result in a considerable saving to the fund because of the large amount of
unemployment of 2 or 3 weeks’ duration, and that such saving will
make possible a longer maximum duration of benefits to those unemployed
longer than the waiting period. The *actuarial memorandum ” accoin-
panying this bill should be consulted, and the appropriate adjustment
made in the maximum duration of benefits allowed.
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(4) During trade disputes—An employee shall not be eligible for benefits
for any week in which his total or partial unemployment is directly due to a
labor dispute still in active progress in the establishment in which he is or
was last employed.

(5) Voluntary leaving.—An employee who has left his employment volun-
tarily without good cause connected with such employment shall be ineligible
for benefits for the week in which such leaving occurred and for the 3 next
following weeks; provided, moreover, that such weeks shall be charged (as
if benefits for total unemployment had been paid therefor) against the em-
ployee’s most recent weeks of employment (by the employer in question)
against which benefits have not previously been charged hereunder.

NoTe—The above subsection (5) is considered to be equitable. The
period of disqualification may, of course, be lengthened, or the person
quitting voluntarily without reasonable cause may be entirely disqualified,
if the State so desires.

(6) Discharge for misconduct.—An employee who has been discharged for
proved misconduct connected with his employment shall thereby become ineli-
gible for benefits for the week in which such discharge occurred and for not
less than the 3 nor more than the 6 next following weeks, as determined
by the commission in each individual case; provided, moreover, that the ineligi-
ble weeks thus determined shall be charged (as if benefits for total unem-
ployment had been paid therefor) against the employee’s most recent weeks of
employment (by the discharging employer) against which benefits have not
previously been charged hereunder, and shall also be counted aga.nst his
maximum weeks of benefit per year.

Note.—The above provision leaves desirable flexibility, so that the
peualty can be varied to suit the circumstances of each individual case.

The following is a more rigid (alternative) provision:

(8) Discharge for misconduct.—An employee who has been discharged
for proved misconduct connected with -his employment shall thereby be-
come ineligible for any further benefits based on his past weeks of em-
ployment by the discharging employer, and also inelig:ble for beneflts
(based on other employment) for the week in which such discharge oc-
curred and for the 3 next following weeks; provided, moreover, that
such weeks shall be counted (as if benefits for total unemployment had been
paid therefor) against the employee’s maximum weeks of benefit per year.

(7) Refusal of suitable employment.—If an otherwise eligible employee
fails, without good cause, either to apply for su'table employment when notifled
by the employment office, or to accept suitable employment when offered him,
he shall thereby become ineligible for benefits for the week in which such failure
occurred and for the 3 next following weeks; provided, moreover, that such
weeks shall be charged (as if benefits for total unemployment had been paid
the-efor) against the employee’s most recent weeks of employment against
which benefits have not previously been charged hereunder, and shall also be
counted against h's maximum weeks of benefit per year.

“ Suitable employment” shall mean any employment for which the em-
ployee in question is reasonably fitted, which is located within a reasonable
distance of his residence or last employment, and which is not detrimental to
his health, safety, or morals, No employment shall be deemed su'table, and
benefits shall not be denied under this act to any otherwise eligible employee
for refusing to accept new work, under any of the following conditions: (e¢) If
the position offered is vacant due directly to a strike, lockout, or other labor
dispute; (b) if the wages, hours, and other conditions of the work offered are
less favorable to the employee than those prevailing for similar work in the
local'ty; (e) if acceptance of such employment would either require the em-
ployee to join a company union or would interfere with his joining or retaining
membership in any bona fide labor organization.

NoTe.—The above definition of * suitable employment” is required in the
Flederal bill, and the wording of the entire last sentence should not be
altered.

(Optional provision)

(8) Employees barred from benefits by wage disqualifiation.—An embployee
shall not be eligible for any benefits whatever based on his past weeks of
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employment by a given employer, if he loses his employnfent with such
employer after being regularly employed by him (for at least 20 out of the
last 24 calendar months) on a minimum salary basis (payable and paid, for
each of such 20 months, whether or not the employer had wage-earning work
available for the employee) amounting to at least $ — per month.

NoTe—No State is required to include in its law the above subsection
(8). Any denial of benefits to an employee, because his wages have been
relatively high, is very complicated to administer, and apt to be inequitable
in many cases.

The $15 weekly benefit maximum will in itself result in higher-paid
workers receiving in benefits a relatively lower percentage of their full-time
weekly wages,

If some wage-disqualification is to be used, it should not be based on
mere hourly or weekly wage rates but rather on annual (salary) earning.

Hence, the above subsection is set forth (as the best provision of this
type), without being recommended.

SECTION 8. SETTLEMENT OF BENEFIT CLAIMS

NoTr ON HANDLING CLAIMB.—The following section hag the great advant-
age of leaving the appeal arrangements flexible, so that they can be set
up (and changed) by the administrative authority after further study and
experience, without the necessity of legislative amendments.

(1) Filing.—Benefit claims shall be filed at the employment office, pursuant
to general commission rules.

(2) Initial determination—A deputy designated by the commission shall
promptly determine whether or not the claim is valid, and the amount of
benefits apparently payable thereunder, and shall duly notify the employee and
his most recent employer of such decision. Benefits shall be paid or denied
accordingly, unless either party requests a hearing within § calendar days
after such notification was delivered to him or was mailed to his last known
address.

(3) Appeals—Unless such request for a hearing is withdrawn, the claim
thus disputed shall be promptly decided, after affording both parties reasonable
opportunity to be heard, by such appeal tribunal as the commission may
designate or establish for this purpose. The parties shall be duly notifled of
such tribunal’s decision, which shall be deemed a final decision by the com-
mission except in cases where the commission acts on its own motion or,
pursuant to general rules, permits the parties to initiate further appeal or
review. :

(4) Appeal tribunals~—To hear and decide disputed claims, the commission
may establish one or more appeal tribunals consisting in each case of 1
full-time salaried examiner (or commissioner) who shall serve as chairman,
and of 2 other members, namely an employer or representative of employers
and an employee or representative of employees, who shall each be paid a fee
of not more than $10 per day of active service on such tribunal (plus necessary
expenses) and shall serve until replaced by the commission, except that no
person shall hear any case in which he is a directly interested party. The
chairman of such appeal tribunal may act for it at any session in the absence
of one or both other members, provided they have had due notice of such
session.

(B) Procedure—The manner in which claims shall be presented, the reports
thereon required from the employee and from employers, and the conduct of
hearings and appeals shall be governed by general commission rules (whether
or not they conform to common law or statutory rules of evidence and other
technical rules of procedure) for determining the rights of the parties. A
full and complete record shall be kept of all proceedings in connection with
a disputed claim. All testimony at any hearing shall be taken down by a
stenographer, but need not be transcribed unless the disputed claim is further
appealed.

(8) Commission review.—The commission shall have the power to remove
or transfer the proceedings on any claim pending before a deputyy appeal
tribunal, or commissioner; and may on its own motion (within 10 days after
the date of any decision by a deputy, appeal tribunal, commissioner, or by the
commission as a body) affirm, reverse, change, or set aside any such decision,
on the basis of the evidence previously submitted in such case, or direct the
taking of additional testimony.
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(7) Appeal to courts—Except as thus provided, any decision (unless ap-
pealed pursuant to general commission rules) shall, 10 days after the date of
such decision, become the final decision of the commission, and all findings of
fact made therein shall (in the absence of fraud) be conclusive; and such
decision shall then be subject to judicial review solely on questions of law.
Such judicial review shall be barred unless the plaintiff party has used and
exhausted the remedies provided hereunder and has commenced judicial action
(with notice to the commission) within 10 days after a decision hereunder has
become the final decision of the commission in the disputed case.

(8) Oaths and witnesses.—In the discharge of their duties under this section
any deputy, any member of an appeal tribunal, and any examiner, comuis-
sioner, or duly authorized representative of the comumission shall have power
to administer oaths to persons appearing before them, take depositions, certify
to official acts, and by subpenas (served in the manner in which court sub-
penas are served) to compel attendance of witnesses and the production of
books, papers, documents, and records necessary or convenient to be used by
them in connection with any disputed claim. Witness fees and other expenses
involved in proceedings under this section shall be paid to the extent necessary,
at rates specified Ly general commission rules, from the unemployment admin-
istration tfund.

SECTION 9. COURT REVIEW

(Not drafted because of difference in State courts. ete.)

Each State should draft a section consistent with its judicial structure and
procedure. This section should specify: (1) Type of legal action, (2) the
court or courts to be used, (3) transmission by the commission of the record
in the case, (4) assessment of court costs, etc.

Some States have, under their accident compensation laws, found it desirable
to have a single court handle all such cases, tbereby developing a tribunal
with specialized knowledge and experience in this fleld. Such procedure might
well be followed in the new field of unemployment compensation.

Note on Administrative Orgenization. (Possible types).—The work Involved
in the administration of a State unemployment compensation law will be very
considerable,

The administrative expenses (including the operation of public employment
offices), judging by experience abroad, will be at least 10 pereent of the annual
contributions. For each million of population, if the State’s employment and
wage rates are about the average of the entire country, unemployment com-
pensation contributions (at 3 percent) would average about $3,500,000 annually
under existing conditions, and the administrative expenses (at 10 percent)
would be about $350,000 annually (per million of population) after benefits
start, (Federal grants will cover most of these administration costs, provided
the State administration complies with Federal standards.)

Hence, many States will desire to create a new full-time commission, suitable
for dealing with the many new accounting, legal, and administrative problems.
This bill embodies the organization of such a commission (see sec. 10, below),
briefly as follows:

1. Administration by a new salaried commission of three members, which
will determine the policies, adopt necessary rules and regulations, act as the
board of review for appealed cases, and have general supervision of the routine
administration through a director or a secretary.

However, some States, in the light of their present administrative organiza-
tion or because of a smaller volume of work, may wish to consider the following
alternative plans of organization:

2. Administration under the present labor department, but with a new divi-
sion headed by an executive director in direct charge of administering the
unemployment compensation act and the employment offices. Jf this is done,
a part-time or full-time commission to help in formulating general policies and
to review appealed benefit cases is desirable.

3. A new part-time (per diem) board, with a salaried executive director.
Such a part-time board would review appealed beneflt cases, have jurisdiction
over general policies, pass upon rules and regulations. and be responsible for
the administration, selecting the director who would be subject to the board.
(Such a part-time board should be used in smaller States.)

4. Administration by a single new commissioner, with a part-time (per
diem) board appointed by him. Such a part-time board might well review
appealed benefit cases, and would advise the commissioner on general policies.
(Such part-time board should be used only in smaller States.)

116807—35——39
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BECTION 10. UNEMPLOYMENT COMPENSATION COMMISSION

(1) Organization.—There is hereby created a commission of three members,

to be known as the unemployment-compengation commission of__-_(_gt__t_)_ _____ .
ate

The members of the commission shall be appointed by the Governor within
90 days after the passage of this act. The comimissioners thus appointed shall
serve, as designated by the Governor at the time of appointment, 1 for a term
of 2 years, 1 for a term of 4 years, and 1 for a term of 6 years. At the expi~
ration of such initial terms appointments shall be made for a term of 6 years
in each case. Any appointment to a vacancy shall be for the unexpired term .
in question. No commissioner shall, during his term of office, engage in any
other business, vocation, or employment, or serve as an officer or committee
member of any political party organization. The Governor may at any time,
after public hearing, remove any commissioner for gross inefficiency, neglect of
duty, malfeasance, misfeasance, or nonfeasance in office.

(2) Salariecs—FEach commigsioner shall be paid a fixed monthly salary, at
the rate of_____ thousand dollars per year of service, from the unemploy-
ment administration fund. ’

NoTteE—To secure persons with ability, training, and experience reason-
ably equal to their new and difficult task, the State should expect to pay
each commissioner approximately $2,000 per million of State population,
but not less than $4,000 in any event.

(3) Quorum.—Any two commissioners shall constitute a quorum to transact
business. No vacancy shall impair the right of the remaining commissioners
to exercise all of the powers of the commission, so long as a majority re-
main. The commission shall determine its own organization and methods of
procedure,

(1) Duties and powers of commission.—It shall be the duty of the commis-
sion to administer this act; and it shall have power and authority to adopt
and euforce all reasonable rules and orders necessary or suitable to that end,
and to employ any person, make any expenditures, require any reports, and
take any other action (within its means and consistent with the provisions
of thig act) necessary or suitable to that end. Annually, by the 1st day of
February, the commission shall submit to the Governor a summary report
covering the administration and operation of this act during the preceding
calendar year and making such recommendations as the commission deems
proper. Whenever the commission believes that a change in contribution
and/or benefit rates will become necessary to protect the solvency of the fund
it shall at once inform the Governor and the legislature thereof and make
recommendations accordingly.

(2) General commission rules—General rules, interpreting or applying this
act and affecting all (or classes of) employers, employees, or other persons
or agencies shall be adopted by the commission only after discussion with a
representative State-wide advisory council (constituted as hereinafter de-
scribed) or after public hearing (before the commission) of which notice has
been given through the press. Such general commission rules shall, upon
adoption by a majority of the commission, be duly recorded in its minutes and
be filed with the Secretary of State and shall thereupon take legal effect.
Such rules may be amended in the same manner as is above provided for their
adoption.

(g) Publication.—The commission sball cause to be printed in proper form
for distribution to the public the text of this act, the commission’s general
rules, its annual report to the Governor, and any other material the commis-
sion deems relevant and suitable, and shall furnish the same to any person upon
application therefor; and such printing and availability upon application shall
be deemed a sufficient publication of the same. )

(4) Personnel—The commission ig authorized, within its means, to appoint
and fix the compensation of such officers, accountants, attorneys, experts, and
other persons as are necessary in the execution of its functions. All positions
in the administration of this act shall be filled by persons selected and appointed
on a nonpartisan merit basis, under rules and regulations of the commission.
The commission shall not employ or pay any person who is serving as an officer
or committee member of any political party organization. The commission
shall fix the duties and powers of all persons thus employed and may authorize
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any such person to do any act or acts which could lawfully be done by a com-
missioner. The commission may, in its discretion, bond any person handling:
moneys or signing checks hereunder. '

Nore.—A nonpartisan merit basis must be used to secure any Federal
money for administrative costs.

(5) Advisory councils—The commission shall appoint a State-wide advisory
council and local advisory councils, composed in each case of equal numbers
of employer representatives and employee representatives (namely of persons
who may fairly be regarded as thus representative because of their vocation,
employment, or affiliations), and of such members representing the public gen-
erally as the commission may designate. Such councils shall aid the commis-
gion in formulating policies and discussing problems related to the adminis-
tration of this act and in assuring impartiality, neutrality, and freedom from
political influence in the solution of such problems. Such advisory councils
shall serve without compensation, but shall be reimbursed for any necessary
expenses, .

(8) Employment stabilization.—It shall be one of the purposes of this act
to promote the regularization of employment in enterprises, localities, industries,
and the State. 'The commission, with the advice and aid of its advisory
councils, shall take all appropriate steps within its means to reduce and
prevent unemployment; to encourage and assist in the adoption of practical
methods of vocational training, retraining, and vocational guidance; to investi-
gate, recommend, advise, and assist in the establishment and operation, by
municipalities, counties, and school districts, and the State, of reserves for
public works to be used in times of business depression and unemployment ;
to promote the reemployment of unemployed workers throughout-the State
in every other way that may be feasible; and to these ends to employ experts
and to carry on and publish the results of investigations and research studies.

(7) Records and reports——Every employer (of any person in this State)
shall keep true and accurate employment records of all persons employed by
him, and of the weekly hours worked for him hy each, and of the weekly
wages paid him to each such person. Such records shall be open to inspection
by the commission or its authorized representatives at any reasonable time
and as often as may be necessary. The commission may require from any
employer (of any person in this State) any reports covering persons employed
by him, on employment, wages, hours, unemployment, and related matters,
which the commission deems necessary to the effective administration of this
act. Information thus obtained shall not be published or be open to public
inspection in any manner revealing the employer’s liability, and any commission
employee guilty of violating this provision shall be subject to the penalties
provided in this act.

(8) ‘Representation in court.—On request of the commission the attorney
general shall represent the commission and the State in any court action
relating to this act or to its administration and enforcement, except as special
counsel may be designated by the commission with the approval of the Governor
and except as otherwise provided in this act.

(9) State-Federal cooperation.—The commission is hereby authorized and
directed to cooperate in all necessary respects with the appropriate agencies
and departments of the Federal Government in the administration of this
act and of free public employment offices; and to make all reports thereon
requested by any directly interested Federal agency or department; and to
accept any sums allotted or apportioned to the State for such administration,
and to comply with all reasonable Federal regulations governing the expendi-
tures of such sums,

(10) Employment offices.—The couunission shall establish and maintain such
free public employment offices, including such branch offices, as may be neces-
sary for the proper administration of this act. The commission shall maintain
a division for this purpose. The existing free public employment offices of the
State (if any) shall be transferred to the jurisdiction of such division:; and
upon such transfer all duties and powers conferred by law upon any other
department, agency, or officer relating to the establishment, maintenance, and
operation of free public employment offices shall be vested in such division.
All moneys thereafter made avallable by or received by the State for the State
employment service shall be paid to (and expended from) the unemployment
administration fund, and a special “ employment service account” shall be
maintained for this purpose as a part of said fund.
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BEC. 12, ACCEPTANCE OF ALT OF (ONGRESS RELATING TO EMPLOYMENT SERVICE

(1) Formal ucceptance—The State hLereby accepts the provisions of the
Wagner-Peyser Act, approved June 6, 1933 (48 Stat. 113, U. S. C,, tiile 29,
sec. 49 (e¢)), “An act to provide for the establishment of a national employment
system and for cooperation with the States in the promotion of such system,
and for other purposes”, in conformity with section 4 thereof, and will observe
and comply with the requirements of said act of Congress.

(2) State employment service—There is lLereby created, under the Unem-
ployment Compensation Comimission, a division to be known as the *
State Employwent Service ”, which shall be affiliated with the United States
Employment Service. The said division is hereby designated and constituted
the agents of this State for the purposes of the Wagner-Peyser Act. Tle said
division shall be administered by a full-time salaried director, who is hereby
given full power to cooperate with all authorities of the United States having
powers or duties under the said act of Congress and to do and perform all
things necessary to secure to this State the benefits of the said act of Congress
in the promotion and maintenance of a system of public employment offices.

(3) Financing.—All moneys made available by or receiverl by this State
under said act of Congress shall be paid into a special “ employment service
account” in the unemployment administration fund, and said moneys aure
hereby appropriated and made available to the “— State Employment
Service ” to be expended as provided by this act and by said act of Congress.

Nore.—The Federal econoniic security measure requires that the State
accept the provisions of the Wagner-Peyser Act, for the establishment
of au effective system of public employment offices.

The above section can be used for this purpose, and can properly be
included in this bill even where the State hias already accepted the Wagner-
Peyser Act.

This bill places the State employment service under the commission ad-
ministering the unemployment compensation law, as is proper and vir-
tually necessary for tlie effective operation of both the service and the law.

However, in case a given State does not wish to place its State employ-
ment service under the Unemployment Compensation Commission, then
the above section should be omitted or modified, and subsection (10) of
section 11 should also be modified. The governor or the State’s labor
(lepartment should in that case secure advice from the United States Em-
ployment Service, Department of Labor, Washington, D. C., on the pro-
cedure and changes in this bill which would in that case become necessary.

SECTION 13. RECIPROCAL BENEFIT ARRANGEMENTS WITH OTHER BTATES

The commiission is hereby authorized, subject to approval by the governor,
to enter into reciprocal arrangements with the proper authorities, in the case
of any other unemployment compenastion system established by any State law
or by an act of Congress, as to persons who have (after acquiring rights ta
henefits under this act or under such other system) newly come under this act
or under such other system, whereby such benefits (or substantially equivalent
benefits) shall be paid (or both paid and financed) in whole or in part through
(or by) the fund of the unemployment compensation system newly applicable
to such person., Such reciprocal arrangements shall be adopted and published
by the commission in the same manner as its general rules.

Nore.—The above section is designed to make possible reciprocal arrange-
ments whereby an employee will not lose his benefit rights if he moves
from one State to the other, or from employment covered by a direct act
of Congress. The wording should not be altered.

SECTION 14. PROTECTION OF RIGHTS AND BENEFITS

(1) Waiver of rights void.—No agreement by an employee to walve his right
te benefit or any other right under this act shall be valid. No agreement by
an employee or by employees to pay all or any portion of the contributions
required under this act from employers shall be valid. No employer shall
make or require any deduction from wages to finance the contributions required
of him, or require any waiver by an employee of any right hereunder. Any
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employee claiming a violation of this section may have recourse to the method
set up in this act for deciding benefit claims; and the commission shall have
power to take any steps necessary or suitable to correct and prosecute any
such violation.

(2) Lémitation of fees.—No employee shall be charged fees of any kind by
the commission or its representatives, in any proceeding under this act. Any
cmployee claiming benefits in any proceeding or court action may be repre-
sented by counsel or other duly authorized agent; but no such counsel or
agents shall together charge or receive for such services more than 10 per-
cent of the maximum benefits at issue in such proceeding or court action.

(3) No assignment or garnishment of benefits.—Benefits which are due or
may become due under this act shall not be assignable before payment, but this
provision shall not affect the survival thereof; and when awarded, adjudged,
or paid shall be exempt from all claims of creditors, and from levy, execution,
and attachment or other remedy now or hereafter provided for recovery or
collection of debt, which exemption may not be waived.

SECTION 15. COLLECTION OF CONTRIBUTIONS

(1) Interest on tardy payments.—If any employer fails to maie promptly,
by the date it becomes due hereunder, any payment required te be made by
Iim under this act, he shall be additionally liable (to the unemployment admin-
istration fund) for interest on such payment at the rate of 1 percent per
wonth from the date such payment became due until paid, pursuant to general
commission rules.

(2) Bankruptcy—In the event of an employer’s dissolution, bankruptcy,
adjudicated insolveney, receivership, assignment for benefit of creditors, judi-
cially confirmed extension proposal or composition, or any analoguus situation,
contribution payments then or thereafter due under this aect shall have the
greatest priority (subsequent to taxes, but at least equal to wage clainrs) then,
permitted by law ; but this subsection shall not impair the lien of any judginent
entered upon any award.

(3) Court action.—Upon complaint of the commniission, the attorney-gencral
shall institute and prosecute the necessary actions or proceedings for the
recovery of any contributions or other payments due hereunder:; or, at his
request and under his direction, the prosecuting attorney (of any county in
which the employer has a place of business) shall institute and prosecute the
necessary actions or proceedings for the recovery of any contributions or
other payments due hereunder.

. SECTION 16, PENALTIES

(1) Whoever willfully makes a false statement or representation to obtain or
increase any benefit or other payment under this act, either for himself or for
any other person, shall upon conviction be punished by a fine of not less than
$20 nor more than $50, or by imprisonment in the county jail not longer than
30 days, or by both such fine and imprisonment; and each such false statement
or representation shall constitute a separate and distinct offense.

(2) Any employer (of any person in this State) or his agent, who willtully
makes a false statement or representation to avoid becoming or remaining sub-
ject hereto or to avoid or reduce any contribution or other payment required of
such employer under this act, or who willfully fails or refuses to make any
such contribution or other payment or to furnish any reports duly required
hereunder or to appear or testify or produce records as lawfully required here-
under, or who makes or requires any deduction from wages to pay all or any
portion of the contributions required from employers, or who tries to induce
any employee to waive any right under this aect, shall upon conviction be pun-
ished by a fine of not less than $20 nor more than $200, or by imprisoument in
the county jail not longer than 60 days, or by both such fine and imprisonment;
and each such false statement or representation, and each day of such failure or
refusal, and each such deduction from wages, and each such attempt to induce
shall constitute a separate and distinct offense. If the employer in question
is a corporation, the president, the secretary, and the treasurer, or officers
exercising corresponding functions, shall each be subject to the aforesaid
penalties.
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(3) Any violation, of any provision of this act, for which a penalty is neither
prescribed above nor provided by any other applicable statute, shall be punished
by a ﬁne‘of not less than $20 nor more than $50, or by imprisonment in the
county jail not longer than 30 days, or by both such fine and imprisonment,.

(4) On complaint of the commission the fines specified or provided in this
section may be collected by the State in an action for debt. All fines thus
collected shall be paid to the unemployment administration fund.

SECTION 17. UNEMPLOYMENT ADMINISTRATION FUND

(1) Special fund.—There is hereby created the “ unemployment compensa-
tion administration fund ”, to consist of all moneys received by the State or
by the commission for the administration of this act. This special fund shall
be handled by the State treasurer as other State moneys are handled; but it
shall be expended solely for the purposes herein specified, and its balances
shall not lapse at any time but shall remain continuously available to the com-
mission for expenditure consistent herewith.

(2) Federal aids—All Federal moneys allotted or apportioned to the State
by the Federal Sotial Insurance Board (or other ageney) for the administra-
tion of this act shall be paid into the unemployment administration fund.

(8) Employment service account.—A special “ employment service account”
shall be maintained as a part of said fund.

SECTION 18. APPROPRIATIONS

(1) All moneys in the unemployment administration fund at any time are
hereby appropriated to the unemployment compensation commission, including
its employment service division.

(2) There is hereby appropriated to the employment service account of the
unemployment administration fund, from any money in the State treasury not
otherwise appropriated, on July 1, 1935, and annually thereafter on the 1st
day of July, the sum of $__________. 5

SECTION 19. SAVING CLAUSE

The legislature reserves the right to amend or repeal all or any part of this
act at any time; and there shall be no vested private right of any kind against
such amendment or repeal.

Note.—This provision ig required by the Federal bill as a condition for
the allowance of credits against the Federal pay-roll tax.

SECTION 20. SEPARABILITY OF PROVISIONS

If any provision of this act, or the application thereof to any person or
circumstance, is held invalid, the remainder of the act and the application of
such provision to other persoms or circumstances shall not be affected thereby

SECTION 21, EFFECTIVE DATE

This act shall take effect upon passage.

Nore.—This section should be modified where necessary to conform with
the State’s regular requirements for official publication (etc.) prior to the
taking effect of its State laws.

NoTE.—Any State which desires to do so may of course modify the foregoing
bill (which now provides for a completely pooled fund), to permit certain
employers (or groups) to maintain within the fund:

(1) Separate “ employer accounts” for benefits; and/or

6 This sum should be about 3 cents per capita of the State’s population. (Thus a State
of 1,000,000 inhabitants should make an appropriation of at least $30,000.) This should
insure the State’s receiving its full share of the Federal money now available from the
United States Employment Service under the Wagner-Peyser Act. Any Statc may secure
more exact information on the Federal ‘ matching” requirements from the United States
Employment Service, Washington, D. C.

Such an appropriation will be relatively small, ag compared to the total cost of the
State’s employment service, in view of its enlarged functions under this act. (The bulk
of the cost will be financed from Federal money, raised largely from employers subject to
the Federal pay-roll tax and the State unemployment compensation law. Not only such
employers will benefilt by an effective State-wide employment service, but also the entire
community.) Hence it iIs essential that the State (from general tax funds) appropriate
at least the suggested small fraction of the total cost of its employment service.
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(2) Separate “guaranteed employment accounts.”

The Federal economic security measure includes certain standards which
would apply to any such account permitted under a State law. (The State law
could, however, provide additional standards.) An optional provision for em-
ployer reserve accounts follows herewith. An optional provision, for insertion
if desired, in the foregoing “ pooled “ bill, to permit a guaranteed employment
account will be found at pages 620-632.

Optional provision for employer reserve accounts

NorEs—Any State which desires to do so may include the following
optional provisions:

This provision would permit certain employers, at the discretion of the
administrative agency, to establish special reserve accounts, within the
State unemployment insurance trust fund.

The Federal economic security measure includes certain standards which
would apply to any such account permitted under a State law. (The State
law could, however, provide additional standards.) :

If the following section is inserted in the model State bill, it should be
numbered “section 19” and the present sections 19, 20, and 21 should be
renumbered accordingly.

As noted below, it will also be necessary to add brief provisions to sec-
tions 4 and 5 of the model bill, to cover such employer reserve accounts,
and the required minimum contributions by such employers to the pooled
fund.

SECTION —. EMPLOYHER RESERVE ACCOUNTS

(1) Permisston to establish.—Subject to the requirements of this act, the
Commission may permit any employer to establish within the fund a special
employer reserve account covering all the employer’s employees (except those,
if any, covered under this act by a guaranteed employment plan). As a condi-
tion of permitting and maintaining within the fund such a reserve account,
the commission shall require that the employer furnish such security or such
other assurance that his employees will receive full benefits without drawing
on the fund’s pooled account as the commission deems reasonable.® Whenever
two or more employers file an application to maintain a joint (group) reserve
account in the fund, as if they constituted a single employer, the commission
may permit and maintain such a joint account (as if it were a single employer’s
reserve account), subject to the conditions herein set forth and to any supple-
mentary general rules the commission may prescribe for the conduct and disso-
lution of joint accounts.

Nore.—This section is required by the proposed Federal act.

(2) Crediting of payments.—There shall be credited to an employer’s reserve
account all amounts paid to the fund by the employer, excepting his required
contributions to the fund’s “ pooled accounts.” In determining the year’s record
or status of an employer’s reserve account (as of December 31), benefits shall
be charged against it on the date when paid, and the employer’s contributions
(and any additional voluntary payments) payable for the year shall be credited
if paid no later than February 1 of the succeeding year. Any employer may
at any time make voluntary payments (additional to the contributions required
under this act) to his reserve account in the fund, pursuant to general comn-
mision rules.

(3) Benefit requirements—DBenefits shall be payable from an employer’s
reserve account to each of his employees under the same conditions, and at no
lower rates and for no shorter periods, than apply under this act to benefits
payable to other employees from the fund’s pooled account. The Commission
may adopt any general rules it finds necessary to that end. An employer’s
reserve account shall, unless exhausted, pay in full to his eligible employees
all their benefits duly chargeable under this act against thelr weeks of
employment by such employer. If his reserve account is exhausted, such bene-
fits shall be paid either by the employer directly or by the commission from

¢ Amendments are under consideration to allow the States either to require or not to
require the guarantee of benefits in addition to the maintenance of a specified percentage
of pay roll in reserve.
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the proceeds of any separate security duly required from the employer under
this section. If such benefits cannot thus be paid in full, the balance thereof
shall be paid from the fund’s pooled account.

(4) Contribution requirements.—The total coutribution rate required of each
employer shall (after he has contributed for at least 3 years) be based directly
on the contribution and benefit experience of his reserve account in the fund,
and shall be determined by the commission for each calendar year, at its
beginning, pursuant to all the following conditions:

(@) If the benefits payable from an employer's reserve account within any
calendar year are greater thau his contributions to such account for such year,
Liis contribution rate for the next calendar year shall be increased by 1 percent
of his pay roll, unless his reserve account then equals at-least — percent of
his pay roll for the last completed calendar year, or shall be increased to the
standard rate of contributions, whichever is higher.

(b) No employer’s contribution rare shall be less than the standard rate of
contribution unless he has benefit experience throughout the most recently
cownpleted calendar year, without the benefits payable from his reserve account
within such year being scaled down or paid by the fund's pooled account, and
unless his reserve account at the start ot the calendar year equals at least
—* times the largest amount of benefity paid from such account within any
one of the — ** most recently completed calendar years.

NoTE—Optional provision:

* ¢ pipe’ is suggested at thie point, although this figure is not specified
by the Federal measure as introduced.

** < Phree” is suggested at this second pgint, although this figure is not
specified by the Federal wmeasure as introduced.

(c¢) If an employer’s reserve account at the start of the given calendar year
equals at least —* percent of his pay roll for the preceding calendar year, his
total contribution rate shall be reduced to —** percent of his pay roll through-
out the given calendar year.

NoTE.-—T'his section is required by the proposcd Federal act, which speci-
fles as minimum requirements:

* 15 percent.

** 7 percent.

These figures are subject to fiscal action by Congress. Amendmetts to
lower themn are under consideration. If adopted, a provision along the
following line would be appropriate:

(Alternative provision)
(Not now permitted under rthe Federal bili®

(¢) If an employel’s reserve accouut at the start of the given calendar year
equals at least 10 percent of his pay roll for the preceding calendar year, his
total contribution rate shall be reduced to 114 percent on his pay roll through-
out the given calendar year; and if lLis account thus equals at least 15§ percent
of such preceding pay roll, his total contribution rate shall be reduced to one-
half of 1 percent on his pay roll throughout the given calendar year.

(5) Termination of account.—If any employer maintaining a reserve account
hereunder fails to comply with the applicable requirements of this act, or ter-
minates such reserve account with the comupission’s consent, or has for any
reason ceased to be subject to this act, the commission shall transfer and
credit to the fund’s pooled account any balance then remaiuing in such em-
ployer’s reserve account (except as the commission may apportion to any sue-
cessor employer’s reserve account all or part of the assets and benefit liabilities
in question) ; and in such case all further contributions from such employer
shall be paid to said pooled account, and all further benefits to his employees
shall (with the above exception) be paid pooled account.

(6) Allocation of contributions by employees.—The foregoing requirements
and criteria, on contribution and beunefit paynients by an emiployer lhaving a
reserve account, apply to contributions made by such employer on his own be-
half, and to the benefits to be financed by such contributions, as distinguished
from additional contributions made by employees and additional benefits paid
to employees out of their own contributions. In case any contributions or
other payments are made for benefit purposes by the employees of such
employer, the commission is authorized and directed to assure by any suitable

7 Optional provision: The Federal measure as introduced does not require this pro-
vision or specify any figure but 10 percent is hcre suggested.
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general rules that the employer shall at all times pay benefits out of his own
contributions at least equal to those provided by this aect, and any contributions
by eﬁmployees shall be used solely to provide additional benefits to those provided
by this act. '

Norte.—The above provision should be included, whether or not employee
contributions are required by the bill. It should be noted that employee
contributions create complications if employer regerve acceunts are allowed,
due to the fact that the accounts must be kept in such fashion that the net
amount remaining to the credit of an individual employee (taking into
consideration both the payments he has made and the benefits he has
received) is always determinable,

Note.—Where a State includes the above new section on “ Employer
Reserve Accounts ”, the following new subsections must also be ingerted in
that bill:

Insert at the close of section 4, relating to the Unemployment Compensation
KFund:

(5) Employer reserve accounts, within the fund.—The fund shall be mingled
and undivided, except as separate * reserve accounts” (including guaranteed-
employment accounts, if any) are kept therein under provisions of this act
permitting certain employers to maintain such accounts within the fund.

The entire balance of the fund (exclusive of such reserve accounts) shall
constitute the “ pooled account” ot the fund, to which shall be credited or
charged all payments to and from the fund except as this act specifies other-
wise.

Insert at the close of gection 9, relating to contributions:

( .) Contribution rates, for employers having reserve accounts.—Each em-
ployer for whom a reserve account (and/or guaranteed-employmnent account,
if any) is maintained pursuant to this act shall for each calendar year make
such total contributions to the fund as are then required of him under the ap-
plicable provisions of this act. Of such total contributlons, an amount equaling
—*% per centum of the employer’'s pay roll shall regularly be credited to the
fund’s “ pooled account.” The balance of the employer’s payments to the fund
shall be duly allocated and credited (as may be proper in each case) to his
reserve account (or gnaranteed-employment account, if any).

PRELIMINARY DRAFT OF A SUGGESTED ALTERNATIVE STATE UNEMPLOYMENT CoM-
PENSATION AcT No. 2

(With employer “ reserve’” accounts and partial pooling)

The Federal security measure permits employers to credit (against the Fed-
eral pay-roll tax) their contributlons under any State unemployment compen-
sation law which meets certain minimum Federal standards.

Xach State which passes such a law promptly will be ahle to set up a State
unemployment compensation fund, thus using for State purposes that money
which would otherwise be paid into the Federal Treasury by the State’s
employers.

To assist each State in enacting a suitable law, assuring its employers of the
Federal tax credit, the President’s Committee on Economic Security has had
two model State bills prepared, after months of study and discussion.

These bills are carefully drafted to meet all the requirements of the Federal
measure, including: (a) Standards for granting tax credits to employers;
and (b) standards for granting Federal money to pay the administrative costs
of such State laws,

The attached model bill is of the “reserves” type. Under this type of
bill, part of the total contributions paid into the State fund will be pooled;
but the major part of each employer's contributions will be segregated (within
the fund) into separate employer accounts, and benefits will be paid from an
employer’s account only to his own eligible employees. After several years of
contributions and beunefit payments each employer’s contribution rate will
depend on his actual employment and benefit experience.

s This figure Is fixed at 1 percent in the pending ecounomic security measure, but is
of course subject to final action by Congress.
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Wide latitude is thus left the several States in many respects: (a): As fo
the general type of ucnmployment compensation law to be adopted, with two
types of model bill suggested, and also (b) as to many other important ques-
tions (amount and duration of benefits, ete.).

It is suggested, however, that each State executive or legislator who plans to
make any change in either of the model bills (prepared by the Committee on
Economic Security) might do well to write the committee for advice on the
vital question: “ Would the proposed change prevent the State law from
qualifying for (a) Federal tax credits to employers, and (b) Federal aid for
State administration?”

By thus writing the Committee on Economic Security, each State can be
advised whether the proposed changes: (a) Will meet Federal requirements,
and (b) are consistent, or conflict with other provisions of the model bill itself.

The committee’s address is 1734 New York Avenue, Washington, D. C.

TOPICAL OUTLINE OF BILL

Section 1. Short title.

Section 2, Declaration of the State’s public policy.

Section 8. Deflnitions: (1) Benefit, (2) commission, (3) contributions, (4)
eligibility, (5) employee, (68) employer, (7) employer's reserve account, (8)
employment, (9) employment office, (10) full-time weekly wage, (a) hourly
rate of earnings, (b) full-time weekly hours, (11) fund, (12) partial unem-
ployment, (13) pay roll, (14) pooled account, (15) total unemployment, (16)
unemployment administration fund, (17) wages, (18) waiting-period unit,
(19) week, (20) week of employment.

Section 4. Unemployment compensation fund: (1) Fund, (2) withdrawals, (3)
treasurer, (4) deposit, (5) pooled account, (6) employer accounts.

Section 5. Contributions: (1) Payment, (2) standard rate of contributions,
(3) 1886 and 1937 contribution rates; (4) contributions to pooled acequnt,
(5) future total rates, based on benefit experience, (6) contributions by
employees.!

Section 6. Beneflts: (1) Payment of benefits, (2) weekly benefits for total un-
employment, (3) weekly benefits for partial unemployment, (4) one-to-four
ratio of beneflts to employment, (5) maximum weeks of beneflt in any year,
(6) lump sum benefit option, (7) additional benefits (one-to-twenty ratio).

Section 7. Benefit eligibility conditions: (1) Required probationary period, (2)
availability and registration for work, (3) waiting period? (4) during trade
disputes, (5) voluntary leaving, (6) discharge for misconduct? (7) refusal of
suitablje employment, (8) employees barred from benefits by wage disqualifi-
cation.

Section 8. Settlement of beneflt claims: (1) Filing, (2) initial determination,
(8) appeals, (4) appeal tribunals, (5) procedure, (8) commission review,
(7) appeal to courts, (8) oaths and witnesses.

Section 9. Court Review: (Not drafted, because of differences in State courts,
ete.)

Section 10. Unemployment compensaiion commission: (1) Organization, (2)
salaries, (3) quorum.

Section 11. Administration: (1) Duties and powers of commission, (2) gen-
eral commission rules, (3) publication, (4) personnel, (5) advisory councils,
(6) cmployment stabilization, (7) records and reports, (8) representation in
court, (9) State-Federal cooperation, (10) employment offices.

Section 12. Acceptance of act of Congress, relating to employment service:
(1) Formal acceptance, (2) State employment service, (3) financing.

Section 13. Reciprocal benefit arrangements with other States.

Section 14. Protection of rights and benefits: (1) Waiver of rights void, (2)
limitation of fees, (3) no assignment or garnishment of beneflts.

Section 15. Collection of contributions: (1) Interest on tardy payments, (2)
bankruptey, (3) court action. .

Section 16. Penalties.

Section 17. Unemployment administration fund: (1) Special fund, (2) Federal
aids, (3) employment-service account, :

Section 18. Appropriations.

Section 19. Saving clause.

Section 20. Separability of provisions.

Section 21. Effective date.

1 Indicates a completely optional provision.
2 Two alternative provisions suggested.
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A BiiL RELATING To UNEMPLOYMENT COMPENSATION, PROVIDING PENALTIES AND
MAKING APPROPRIATIONS

SECTION 1. SHORT TITLE

a This act shall be known and may be cited as the “ unemployment compensa-
ion law.”

SECTION 2. DECLARATION OF THE STATE'S PUBLIC POLICY

NoteE—The sponsor of a State bill will probably wish to draft the state-
ment of public policy. The following statement ig appropriate and may
be used if desired, but this precise wording is not essential to conform to
the proposed Federal legislation:

As a guide to the interpretation and application of this act, the public policy
of this State is declared to be as follows: Economic insecurity due to unem-
ployment is a serious menace to the health, morals, and welfare of the people
of this State, Involuntary unemployment is therefore a subject of general
interest and concern which requires appropriate action by the legislature
to prevent its spread and to lighten its burden, which now so often falls with
crushing force upon the unemployed worker and his family. Social security
requires protection against this greatest hazard of our economic life. This
can best be provided by requiring the systematic accumulation by employers of
reserve funds, from which cash benefits can be paid to their workers when
unemployed. A sound unemployment compensation law should help to en-
courage employers to provide more steady work, to maintain the purchasing
power of workers becoming unemployed, and thus to prevent and limit the
serious social consequences of poor relief assistance. The legislature, there-
fore, declares that in its considered judgment the public good and the general
welfare of the workers of this State require the enactment of this measure for
the compulsory setting aside of unemployment reserves to be used for the
benefit of persons unemployed through no fault of their own.

SECTION 3. DEFINITIONS

The following words and phrases as used in this act shall have the following
meanings unless the context clearly requires otherwise:

(1) ‘“ Benefit” means the money payable to an employee as compensation
for his wage losses due to unemployment as provided in this act.

(2) “Commission’” mnieans the Unemployment Compensation Commission
established by this act or its authorized representative.

Note.—If another administrative agency than that suggested herein
is used, the name of such agency should be abbreviated and defined,
and when the word “ commission” appears, the abbreviated name of such
agency should be substituted.

(3) “ Contributions ” means the money payments to the State unemployment
compensation fund pursuant to this act.

(4) Eligibility: An employee shall be deemed “ eligible” for benefits for
any given week of hig partial or total unemployment (occurring subsequent to
any required waiting period) only when he is not disqualified by any provision
of this act from receiving benefits for such week of unemployment.

(5) “Employee” means any person employed by an employer subject to
this act and in employment subject to this act.

(6) “Employer” means any person, partnership, association, corporation,
whether domestic or foreign, or the legal representative, trustee in bankruptey,
receiver, or trustee thereof, or the legal representative of a deceased person,
including this State and any municipal corporation or other political sub-
division thereof,® who or whose agent or predecessor in interest has employed
at least four persons in employment subject to this act within each of 13 or
more calendar weeks in the year 1935 or any subsequent calendar year: Pro-
vided, That such employment in 1935 shall make an employer subject on Jan-
uary 1, 1936, and such employment in any subsequent calendar year shall make

3 The inclusion of the State and local governments as employers is not required in the
proposed Federal legislation., Congress does not have the power to tax the pay rolls of
State and local governments, and obviously could not require State and local govern-
ments to contribute to a State unemployment compensation act. It is suggested, howeyer,
that State and local employees be covered, except those in the employments exempted in
paragraphs (a) to (d) of the * employment " definition below.
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a newly subject employer subject for all purposes as of January 1 of the cal-
endar year in which such employment occurs. In determining whether an
employer (of any person in the State) employs enough persons to be an * em-
ployer ” subject hereto, and in determining for what contributions he is liable
hereunder, he shall, whenever he contracts with any contractor or subcontrac-
tor for any work which is part of his usual trade, occupation profession, or
ibusiness, be deemed to employ all persons employed by such contractor or
:subcontractor on such work, and he alone shall be liable for the contributions
nieasured by wages paid to such persons for such work; except as any such
contractor or subcontractor, who would in the absence of the foregoing pro-
visions be liable to pay said contributions, accepts exclusive liability for said
contributions under an agreement with such employer made pursuant to gen-
eral commission rules. All persons thus employed by an employver (of any
person) within the State, in all of his several places of employment main-
tained within the State, shall be treated as employed by a single “ employer ”
for the purposes of this act: Provided, moreover, That where any person,
partnership. association, corporation, whether domestic or foreign, or the
legal representative, trustee in bankruptcy, receiver, or trustee thereof, or the
legal representative of a deceased person, either directly or through a holding
company or otherwise, has a majority control or ownership of otherwise sepa-
rate business enterprises employing persons in the State, all such enterprises
shall be treated as a single “ employer” for the purposes of this act. Any em-
ployer subject to this act shall cease to be subject hereto only upon a written
application by him and after a finding by the Commission that he has not
within any calerndar week within the last completed calendar year employed
four or more persons in employment subject hereto. Any employer (of any
‘person within the State) not otherwise subject to this act shall become fully
subject hereto, upon filing by such employer with the Commission of his
¢lection to becomne fully subject hereto for not less than 2 calendar years, sub-
ject to written approval of such election by the Commission,.

(7) “ Employer’s reserve account” means a separate benefit reserve account
maintained within the fund for the employer (or group) pursuant to this act.
In determining the year’s record or status of an employer's reserve account
(as of December 31), benefits shall be charged against it on the date when
paid, and the employer's contributions payable for the year shall be credited
if paid no later than February 1 of the succeeding year.

(8) “ Hmployment ” means any employment in_which all or the greater part
-of person’s work (within the continental United States) is or was customarily
performed within this State, under any contract of hire, oral or written, ex-
press or implied, whether such person was hired and paid directly by the
employer or through any other person employed by the employer, provided
the employer had actual or constructive knowledge of such contract. Such
eniployment shall include the person’s entire employment (in all States, in-
<cluding the District of Columbia). In the case of all other persons employed
partly in this State and partly in other States, the term * employment ” shali
include the emplovment of such persons to tlie extent prescribed by general
rules adopted by the commission. HExcept as provided in any reciprocal bene-
fit arrangement made pursuant to this act, ‘ employment” shall not include
any employment included in any unemployment compensation system estab-
lished by an act of Congress.

Nor shall the term “employment” apply to:*

(a) Employment on a governmental relief project approved by the com-
mission.

(b) Employment as an elected or appointed public officer.

(¢) Employment by a governmental unit on an annual salary basis.

(d) Employment as a teacher in a public school, college or university.

(9) “ Employment office ” means that free public employment office (operated
by the State) or branch thereof nearest to the employee's place of residence
.or employment, unless otherwise prescribed by tbe commission.

(10) An employee’s “full-time weekly wage” means the weekly earnings
such employee would average from his employment (by the employer in ques-
tion). if emploved at the *hourly rate of earnings” and for the *‘ full-time
‘weekly hours” applicable to such employee. (Where an employee had or has
concurrent empioyments, they shall be combined in determining his full-time
weekly wage for benefit purposes, pursuant to general commission rules.)

47he last sentence and exemptions (a) to (d) should be omitted if State and local
@overnments are excluded from the * employer” deflnitlon (8) above.
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{(a) The applicable “ hourly rate of earnings” shall be determined by aver-
aging the employee’s actual earnings for at least 100 hours of employment by
the employer, so far as practicable, pursuant to general commission rules.

(b) An employee's * full-time weekly hours” shall mean the standard maxi-
mum weekly hours which can lawfully be worked by the employee (in the
employment in question) under the applicable Federal code of fair competi-
tion or under any applicable State code or law specifying lower maximum
weekly hours. Where there is no code or law applicable, the employee’s full-
time weekly hours shall be determined as follows: There shall be classified
together all those employees usually employed by the employer both at reason-
ably similar work and for substantially the same weekly hours. There shall be
determined the number of weekly hours prevailingly worked by the given class
of employees, for each separate week of the preceding calendar year. There
shall then be averaged such prevailing weekly hours of all weeks in whiclk
such hours were 80 or more. The resulting average shall constitute the full-
time weekly hours applicable to each employee of the given class for benefit
purposes throughout the current calendar year. Where the commission finds
that the above method cannot reasonably and fairly be applied, it may by
general rule or special order prescribe an equitable alternative method for
determining a full-tilne standard of not less than 30 weekly hours for benefit
purposes. In the case of any employee who is found by the commission, at
the time he becomes eligible for benefits, to be unable by reason of physical
disability or by reason of continuing personal obligations (other than employ--
ment) to work half the full-time weekly hours which prevail in such establish-
ment for full-time employees, the commission shall determine his full-time-
weekly hours for benefit purposes by averaging his weekly hours for all weeks-
(in at least the past 3 months) in which he worked.

(11) “Fund” means the unemployment compensation fund established by
this act, to which aill contributions and from which all benefits required under:
this act shall be paid.

(12) “Partial unemployment ”: An employee shall be deemed * partially-
unemployed ” in any calendar week of partial work if he fails to earn in:
wages (and/or any other pay for personal services, including net earnings
from self-employment) for such week at least $1 more than the amount of
weekly benefits for total unemployment he might receive if totally unemployed:
and eligible.

(13) “Pay roll” means the total amount of all wages payable by the em--
ployer to his employees, commencing with wages payable for employment
occurring after the employer becomes newly subject to this act.

(14) *“Pooled account” means that portion of the fund which is mingled
and undivided, as provided in this act.

(15) “Total unemployment”: An employee shall be deemed *totally un-
employed ” in any calendar week in which he performs no wage-earning serv-
ices whatsoever, and for which he earns no wages (and no other pay for
personal services, including net earnings from self-employment), and in which
he cannot reasonably return to any self-employment in which he has cus-
tomarily been engaged.

(18) * Unemployment administration fund® means the unemployment com-
pensation administration fund established by this act.

(17) *Wages” means every form of remuneration for employment rececived
by a person from his employer, whether paid directly or indirectly by the:
employer, including salaries, commissions, bonuses, and the reasonable money
value of board, rent, housing, lodging, payments in kind, and similar advantages.

(18) “Waiting-period unit” means a period (for which no benefits are
payable but during which the employee is in all other respects eligible) con-
sisting of either 1 week of total unemployment or 2 weeks of partial unem--
ployment, required as a conditi®n precedent to the receipt of benefits for
subsequent unemployment, as prescribed in this act.

(19) “Week” means calendar week.

(20) “ Week of employment” means each calendar week (occurring at least
1 year after contributions first become generally due under this act from em-
ployers then subject hereto, and occurring a’ter the probationary period per-
different employer required hereunder) within which the person in question
performed any employment subject to this act for any employer subject to -
this aet: Provided, however, That any week (occurring within the customary
school vacation periods) in which an employer employed an employee who
attended a school, college, or university in the last preceding school term, shall
not be counted as a “ week of employment ” in determining the benefit rights
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of such employee uuder this act. In the case of an employee working for
several employers in the same week, the apportionment for benefit purposes of
such “ week of employment” to one or more of such employers shall be deter-
mined pursuant to general commission rules.

SECTION 4. UNEMPLOYMENT COMPENSATION FUND

(1) Fund.—There is hereby created the unemployment compensation fund,
to be administered by tlie commission without liability on the part of the
State beyond the amounts paid into and earned by the fund. This fund shall
consist of all contributions and money paid into and received by the fund as
provided by this act, of property and securities acquired by and through the
use of moneys belonging to the fund, and of interest earned upon the moneys
belonging to the fund.

(2) Withdrawals.—The fund shall be administered in trust and used solely
to pay benefits, upon vouchers drawn on the fund by the commission pursuant
to general commission rules, and no other disbursement shall be made there-
from. Such rules shall be governed by and consistent with any applicable
constitutional requirements, but tlie procedure preseribed by such rules shall be
deemed to satisfy (and shall be in lieu of) any and all statutory requirements
(for specific appropriation or other formal release by State officers of State
moneys prior to their expenditure) which might otherwise be applicable to
withdrawals from the fund.

NoTtru—The first sentence of the above subsection is necessary to conform
to the requirement of the Federal bill that the fund be used exclusively
for the payment of benefits, Administrative expenses will have to be paid
from Federal allotments for this purpose or from other sources. Attention
is called to the fact that the number of benefit payments to be made from
the State fund will be extremely large in most States, though the amount
of the individual payments will be small. It is therefore advisable to
utilize a method of withdrawals from the fund which will involve a mini-
mum of administrative expense, consistent with adequate protection of
the fund. In some States the customary procedure for the payment from
public funds would be unnecessarily expensive.

(3) Treasurer.—The commission shall designate a treasurer of the fﬁnd,
who shall pay all vouchers duly drawn upon the fund, in such manner as the
commission may prescribe. He shall have custody of all moneys belonging to
the fund and not otherwise held or deposited or invested pursuant to this
action. The treasurer shall give bond conditioned on the faithful performance
of hig duties as treasurer of the fund, in a form prescribed by statute or
approved by the attorney general, and in an amount specified by the com-
mission and approved by the Governor. All premiums upon bonds required
pursuant to this section when furnished by an authorized surety company or by
a duly constituted governmental bonding fund shall be paid from the unemploy-
ment administration fund. The treasurer shall deposit and/or invest the fund
under the supervision and control of the commission, subject to the provisions
of this act,

(4) Deposit—All contributions paid under this act shall upon collection
be deposited in or invested in the obligations of the ‘unemployment trust
fund ¥ of the United States Government or its authorized agent, so long as
said trust fund exists, notwithstanding any other statutory provision to the
contrary. The commigsion shall requisition from the unemployment trust fund
necessary amounts from time to time.

Nore.—The above subsection (4) is necessary to meet the requirements
of the Federal bill.

The wording of the entire section ereating the State unemployment
compensation fund is also important, because of constitutional provisions
concerning the custody and management of ‘ State funds” in several
States. Four States (California, New Mexico, Wyoming, and Michigan)
require the deposit of “ State funds ” or ‘ public funds ” in State or national
banks. Since it is anticipated that the United States Treasury will desig-
nate banks within the State to act as its agent, even the constitutional
provisions of these States do not conflict with the requirements of the
Federal economic security bill for the deposit of State unemployment com-
pensation funds with the unemployment trust fund of the United States.

(5) Pooled account—The commission shall maintain within the fund a

pooled account, in accordance with the following requirements: There shall be
credited to such pooled account (a) the contributions of each employer, to the
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extent of —° percent of his pay roll; and (%) all realizing earnings, gains, or
losses on investments of the funds; and (¢) any balance remaining in the re-
serve account of an employer after he has for any reason ceased to be subject
to this act, except as the commission may in such case apportion (to any suc-
cessor employer’s reserve account) all or part of the assets and benefit lia-
bilities of the reserve account of such former employer.! The fund’s pooled
account, as thus constituted, shall be mingled and undivided. It shall pay
benefits to all eligible employees, but only when (and to the extent that) the
reserve accounts of their employers cannot, because exhausted, pay the benefits
due such employees.

(6) Employer accounts.—The commission shall maintain within the fund a
separate benefit reserve account for each employer; and shall credit to such
account all amounts contributed to the fund by the employer, excepting his
required contributions to the fund’s pooled account. Each employer’s reserve
account shall, unless exhausted, pay to his eligible employees all their benefits
duly chargeable under this act against their weeks of employment by such
employer. In determining when and for how long an employer’s reserve
account is exhausted, the commission shall consider only the employer’s paid
and payable contributions, to the exclusion of any accrued contributions not
yet due for payment. Any employer may at any time make voluntary pay-
ments, additional to the contributions required under this act, to his reserve
account in the fund, pursuant to general commission rules. Whenever two or
more employers file an application to merge their several reserve accounts in a
Jjoint (group) account in the fund, as if they constituted a single employer, the
commission shall maintain such joint account (as if it were a single employer’s
reserve account), subject to such general rules for the conduct and dissolution
of joint accounts as it may prescribe.

SECTION 5. CONTRIBUTIONS

(1) Payment—On and after the 1st day of January 1936, contributions
shall accrue and become payable by each employer then subject to this act.
Thereafter contributions shall accrue and become payable by any new em-
ployer on and after the date on which he becomes newly subject to this act,
The contributions required hereunder shall be paid by each employer in such
manner and at such times as the commission may prescribe.

(2) Standard rate of contributions—'The total contributions regularly pay-
able by each employer shall be an amount equal to 3 percent of his pay roll,
except as otherwise provided in this act.

Nore~—The Federal pay-roll tax on employers (under the economic
security bill) will be 3 percent for the year 1938, and thereafter.

For the years 1936 and 1937, however, the tax rate (which will depend
on a Federal index of production) may be 3 percent, 2 percent, or 1 per-
cent. (Of course all provisions of the Federal bill are subject to possible
change by Congress.)

Any State which desires to make its 1936 and 1937 contribution rates
correspond exactly to the tax-rate clauses, of the Federal security measure
(as introduced) can use the following language:

(Optional provision)

(3) 1936 and 1937 contribution rates.—The total contributions payable by
each employer for the calendar years 1936 and 1937 shall be determined as
tfollows: (@) If the Federal Reserve Board’s adjusted index of total industrial
production averages, for the year ending September 30, 1935, not more than
84 percent of its average for the years 1923-25, inclusive, the commission shall
certify that fact to the secretary of state, and each employer shall contribute
for the calendar year 1936 an amount equal to 1 percent of his pay roll; (b)
if such index averages, for such year, more than 84 percent but less than 95
percent of such earlier average, such fact shall be so certified, and each em-
ployer shall contribute for the calendar year 1936 an amount equal to 2 per-
cent of his pay roll; (e) if such index averages, for the year ending September

5 This figure is 1 percent, in the pending economic security measure, b i
subject to final action bf' Congress. v » but 1s, of course,
¢ Contributions by employees might cause some administrative complications if paid into
separate employer“ accounts, If employee contributions are nevertheless required by a
E;a;gsluvg_ ogf ttllllls : liltesegves " tyé)e, (tlieyhcould‘ bte pgid intodthe fund’s “ pooled account ”’
insertin, e lollowing words (at the point above indicated) : ¢; :
tributions required from employees under this act.” ) P and () all con
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30, 1936, not more than 84 percent of such earlier average, such fact shall be
so certified, and each employer shall contribute for the calendar year 1937
an amount equal to 1 percent of his pay roll, except that in no event shall
the measure of contributions for the calendar year 1937 be less than the
measure of contributions for the calendar year 1936; (d) if such index aver-
ages, for the year ending September 30, 1936, more than 84 percent but less
than 95 percent of such earlier average, such fact shall be so certified, and

- each employer shall contribute for the calendar year 1937 an amount equal to
2 percent of his pay roll, except that in no event shall the measure of contri-
butions for the calendar year 1937, be less than the measure of contributions
for the calendar year 1936.

Nore.—The following provision, for contributions to be paid by all
employers to a “ pooled account ”, will help to assure uniform benefit pro-
tection to all employees, since benefits will be paid from this * equaliza-
tion ” fund to any employee after the reserve account of his employer has
been exhausted.-

(4) Contridbutions to pooled account.—Of his total contributions required
hereunder, each employer shall at all times contribute —" percent on his pay
roll to the fund’'s pooled account.

Note.—The following provisions, which are vital to any measure of the
“reserves” type, are designed: (@) To assure that each employer’s ac-
count will be or become adequate for benefit purposes; and (b) to assure to
each employer in advance a higher or lower contribution rate, based di-
rectly on his own unemployment and benefit experience; and thereby (c¢)
to encourage each employer to provide more steady employment.

(5) Future total rates, based on benefit erperience—The total contribution
rate required of each employer shall (after he has contributed for at least 3
years) be based directly on the contribution and benefit experience of his
reserve account in the fund, and shall be determined by the commission for
each calendar year, at its beginning, pursuant to all the following conditions:

(a) If the bhenefits payable from an employer’s reserve account within
any calendar year are greater than his contributions to such account for
such year, his contribution rate for the next calendar year shall increase 1
percent on his pay roll, unless his reserve account then equals at least —*
percent of his pay roll for the last completed calendar year, or shall be increased
to the standard rate of contributions, whichever is higher,

(b) No employer’s contribution rate shall be less than the standard rate of
contribution unless he has had benefit experience throughout the most recently
completed calendar year without the benefits payable from his reserve account
within such year being scaled down or paid by the fund’s pooled account, and
unless his reserve account at the start of the calendar year equals at least —°
times the largest amount of benefits paid from such account within any of
the —* most recently completed calendar years.

(¢) If an employer’s reserve account at the start of the given calendar year
equals at least — * percent of his pay roll for the preceding calendar year,
his total contribution rate shall be reduced to — ** percent on his pay roll
throughout the given year.

Nore.—This section is required by the proposed Federal act, which
specifies as minimum requirements:

* 15 percent.

** ] percent.
These figures are subject to final action by Congress, amendments to lower
themn are under consideration. If adopted, a provision along the following
line would be appropriate:

(Alternative provision)
(Not now permitted under the Federal bill)

(c) If an employer’s reserve account at the start of the given calendar year
equals at least 7% percent of his pay roll for the preceding calendar year, his
total contribution rate shall be reduced to 11, percent on his pay roll through-

7 This figure is 1 percent, under the pending economic security measure, but is, of course,
subject to final action by Congress. .

8'Optional provision.—The Federal measure as introduced does not require this provision
or specify any figure, but 714 percent is here suggested.

® Optional provision.—The Federal measure as introduced does not specify these figures.
“ Five” is suggested at this point.

10 ¢“ Three* 18 suggested at this second point.
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out the given calendar year; and if his account thus equals at least 12 percent,
of such preceding pay roll, his total contribution rate shall be reduced to.
one-half of 1 percent on his pay roll throughout the given ealendar year.

Note.—Contributions by employees might cause some administrative com-
plications if paid into separate employer accounts. If a State nevertheless
desires to include employee contributions in a bill of this “ reserves® type,
the following subsection (6) could be used:

(Optional provision)

(6) COontributions by employees—Each employee shall contribute to the
fund’s pooled account 1 percent of his wages. Each employer shall be respon-
sible for withholding such contribution from the wages of his employees, shall
show such deduction on his pay-roll records, and shall transmit all such
contributions to the fund pursuant to gemeral commission rules.

Nore—-No State is required to include the foregoing subsection (8). It
is being set forth here for due consideration by each State.

Worker contributions cannot be offset or credited against the Federal
tax on pay rolls, which is payable by employers alone. Hence the inclu-
sion by a State of subsection (6) would not he a substitute for, but rather
an addition to, the contributions above required from employers.

Additional contributions to the fund, from any source, would of course
make possible additional benefits from the fund. (See the *actuarial
memorandum ” as to what benefits could be paid with additional contribu-
tions.)

SECTION 6. BENEFITS

(1) Payments of benefits—After contributions have been due under this
act for 2 years benefits shall became payable from the fund to any employee
who thereafter is or becomes unemployed and ecligible for benetits, based on
his wecks of employment as defined in this act, and shall be paid through the
employment office at such times and in such manner as the commission may
prescribe.

Nore~—The above provisions should not be altered, since the proposed
Federal bill requires as a condition for the allowance of credit against
the Federal pay-roll tax that payment of all compensation must be made
through the public employment offices in the State and must commence
2 years after contributions are first made under the State law.

(2) Weekly benefits for total umemployment—An employee totally unem-
ployed and eligible in any week shall be paid benefits (computed to the nearest
half-dollar) at the rate of 50 per centum of his full-time weekly wage, with
maximum benefits of $15 per week and minimum benefits of $—" per week.

Note~—The maximum weekly benefit of $15 per week indicated here
is.open to change by the State. It is not required by the Federal bill
It is presumed that each State will desire to fix a maximum which it
deems appropriate in the particular State, Official commissions on un-
employment insurance in New York, Ohio, California, and Virginia have
recommended a maximum of $15 per week, while the New Hampshire
commission recommended $14. The maximum in the Wisconsin law is $10,
but the contribution rate is 2 percent.

(83) Weekly benefits for partial unemployment.—An employee partially un-
employed and eligible in any week shall be paid sufficient benefits so that his
week’s wages (and/or any other pay for personal services, including net earn-
nings from self-employment) and his benefits combined will be $1 more than
the weekly benefit to which he would be entitled if totally unemployed in
that week.

Note—The above subsection (8) is open to change by the State. How-
ever, unless larger contributions than a rate of 3 percent are required, it
is suggested that partial benefits should be limited as above provided.
This provision gives only a small advantage in total compensation to the

1 States may also wish to fix & minimum weekly benefit for total unemployment. Senate
bill mo 1 of New York provides a minimum of $56. Few of the proposed unemployment
compengation bills provide for any minimum, Practically all of the special comiissions
which have studied unemnployment compensation in this country have recommended that
the benefit rates be get at 50 percent of the full-time weekly earnings. With contributions
ot 3 percent. or even 4 percent, this is about the maximum weekly rate of benefit which
can be provided, unless the duration of benefits is shortened. It is generally thought
advisable to fix the henefit rates at this figure, and to adjust the duration of benefits and
the walting period to mecet the employment experience of the State,

116807—35~——40
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partially employed person over the totally unemployed person; but it must
be remembered that the person who is drawing partial benefits is not
thereby exhausting his benefit rights as rapidly as the person who is draw-
ing total benefits. While it would be desirable to provide more liberal ben-
efits to partially unemployed persons, it must be recognized that the pri-
mary purpose of the fund is to provide protection to employees who are
totally unemployed. Also, it is desirable to avoid large numbers of small
claims for small amounts of partial unempioyment because of the excessive
administrative costs which would be involved.

(4) One-to-four ratio of benefits to employment—The aggregate amount of
benefits an employee may at any time receive shall be limited by the number
of his past weeks of employment against which benefits have not yet been
charged hereunder. Each employee’s benefits shall be thus charged against
his most recent weeks of employment available for this purpose. Xach em-
ployee shall receive benefits in the ratio of one-quarter week of total unem-
ployment benefits (or an equivalent amount, as determined by general com-
mission rules, of benefits for partial unemployment or for partial and total
unemployment combined) to each week of employment of such employee occur-
ring within the 104 weeks preceding the close of the employee’s most recent
week of employment.

Nore—This ratio will serve to guard the fund against excessive pay-
ment of benefits to those with only a limited amount of previous employ-
nient to their credit. The ratio may be lowered to 1 to 3 if it is desired
to liberalize this provision, or raised to 1 to 5§ if it is desired to make
benefit requirements more stringent; but this would modify the actuarial
basis of this bill to some extent.

(5) Mawimum weeks of benefit in any year—Benefits shall be paid each
employee for the weeks during which he is totally or partially unemployed
and eligible for benefits, based on his past weeks of employment; but not more
than —* weeks of total unemployment benefits (or an equivalent total amount,
as determined by commission rules, or benefits for partial unemployment or for
partial and total unemployment combined) shall be paid any employee for his
weeks of unemployment occurring within any 52 consecutive weeks.

(8) Lump-sum benefit option.—In lieu of paying to an eligible employee
in weekly (or other) installments the maximum amount of benefits to which
his past weeks of employment might entitle him under this act (in case he
remained continuously uhemployed and eligible), the commission may dis-
charge the fund’s entire benefit liability to such employee, based on his past
weeks of employment, by paying him a lump sum equalling not less than 50
percent nor more than 80 percent of said maximum amount of benefits. But
lump-sum payments shall be thus made only in unusual cases (such as when the
employee has no prospect of securing further employment in the loecality, but
may secure employment elsewherej. The eommission shall by general rules de-
termine on what percentage basis and under what unusual conditions such lump-
sum payments shall be made, and each such case shall be subject to specific
approval by the commission.

Norte.—This provision is designed to encourage workers who have no
further prospect of employment in the community (e. g., because of aban-
donment of a factory or mine) to seek employment elsewhere, rather than
to remain in the community until their benefit rights are exhausted.

(7) Additional benefits (1-t0-20 ratio) —An eligible employee who has re-
ceived the maximum benefits permitted under subsection (5) shall receive
additional benefits in the ratio of 1 week of total unemployment benefit (or
its equivalent) to each unit of 20 aggregate weeks of employment occurring
within the 260 weeks preceding the close of the employee’s most recent week
of emplovment, and against which benefits have not already been charged
under this act. Such additional benefits shall be charged against the employee’s
most recent weeks of employment availablel for this purpose.

12 A maximum duration of 16 weeks has been most discussed, based on estimates of what
could have been provided if an unemployment compensation system embodying the stand-
ards contained in this bill had been in operation from 1922-30 in the United States as a
whole during that period. If a State has had more unemployment than the average for
the United States 1t would be advisable for such State to provide for a shorter maximum
duration of benefits than 16 weeks. KEach State is advised to consult the ‘ actuarial
memorandum ”’ accompanying this bill, to ascertain the maximum number of weeks of
benefits it can safely provide.
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Note.—The above provision is recommended becausc foreign experience
indicates that a large proportion of employees will draw no benefits for a
number of years. These employees will have an especially valid claim to
the additional benefits provided here, when because of a depression or
technological change they lose their jobs and are unable to find other work.

SECTION 7. BENEFIT ELIGIBILITY CONDITIONS

(1) Required probationary periods—An employee shall be deemed eligible for
benefits, based on his employment by a given employer, only after he has been
employed by such employer either on a monthly salary basis for 1 month or
within any 4 weeks (subsequent to the first year of contributions under this act
or to any later date on which the employer in question first becomes subject to
this act). Where the commission finds, as to any definitely exceptional class of
employees such as indentured apprentices, that the fitness of the employer to
learn the given type of work cannot reasonably be determined within such 4
weeks or 1 month, the commission may by general rule approve for such class
a longer maximum probationary period (included within 12 or less consecutive
weeks), subject to such restrictions as the commission deems reasonable under
the circumstances.

Note~—The above subsection (1) is designed to restrict benefit payments,
in the case of workers making frequent changes in employment. It also
affords each employer a limited but adequate chance to try out a new
employee, without benefit liability in case the employee proves uunsuited
to the work. The probationary service period (per employer) should not
be lengthened, because that would stimulate irregular, casual hiring and
firing and would run counter to the purposes of the act.

(2) Availability and registration for work.—An employee shall not be eli-
gible for benefits in any week of his partial or total unemployment unless in
such week he is physically able to work and available for work, whenever
duly called for work through the employment office. To prove such availabil-
ity for work, every employee partially or totally unemployed shall register for
work and shall file claim for benefits at the employment office, within such
time limits and with such frequency and in such manner (in person or ing
writing) as the commission may by general rule prescribe. No employee shall
be eligible for benefits for any week in which he fails without good cause to
comply with such registration and filing requirements. A copy of the com-
mission’s rules covering such requirements shall be furnished by it to each
employer, who shall inform his employees of the terms thereof when they
become unemployed.

(3) Waiting period.—Benefits shall be payable to an employee only for his
weeks of unemployment occurring subsequent to a “ waiting period” whose
duration shall in each case be determined as follows:

(Alternative A) : —* waiting-period units shall be required of the employee
per each different employer by whom he has been employed within the 52
weeks preceding the start of such waiting period.

There shall not be counted toward an employee’s required waiting period
any week of total or partial unemployment in which he is ineligible for bene-
fits under subsection (2), (4), (5), (6), or (7) of this section.

(Alternative B) : An aggregate of —* waiting-period units shall be required
of the employee within the 52 weeks preceding the start of any given week
of unemployment.

There shall not be counted toward an employee’s required waiting period
any week of total or partial unemployment in which he is ineligible for bene-
fits under subsection (2), (4), (8), (6), or (7) of this section.

(4) During trade disputes.—An employee shall not be eligible for benecfits
for any week in which his total or partial unemployment is directly due to a

13 In view of the above provision, for a separate waiting period per employer, this figure
should not be set very high. If *“two” were specified above, an employee wWho worked for
2 different employers would serve a 4 weeky' waiting period.

#The Committee on Economic Security takes no position as to what the length of the
waiting period should be. The State may specify a waiting period of 2, 3, or 4 weeks, or
any other period it considers suitable. It should be emphasized, however, that a long
waliting period will result in a considerable saving to the fund because of the large amount
of unemployment of 2 or 3 weeks’ duration, and that such saving will make possible a
longer maximum duration of benefits to those unemployed longer than the waiting period.
The *“Actuarial Memorandum " accompanying this bill should be consulted, and the
appropriate adjustment made In the maximum duration of benefits allowed.
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labor dispute still in active progress in the establishment in which he is or
was last employed.

(5) Voluntary leaving.—An employee who has ieft his employment volun-
tarily without good cause connected with such employment shall be ineligible
for benefits for the week in which such leaving occurred and for the 3 next
following weeks: Provided, moreover, That such weeks shall be charged (as if
benefits for total unemployment had been paid therefor) against the em-
ployee’s most recent weeks of employment (by the employer in question) against
which benefits have not previously been charged hereunder.

Note.—The above subsection (5) is considered to be equitable. The
period of disqualification may, of course, be lengthened, or the person quit-
ting voluntarily without reasonable cause may be entirely disqualified, if
the State so desires,

(6) Discharge for misconduct—An employee who has been discharged for
proved misconduct connected with his employment shall thereby become in-
eligible for benefit for the week in which such discharge occurred and for not
less than the three nor more than the six next following weeks, as determined
by the commission in each individual case: Piovided, moreover, That the ineli-
gible weeks thus determined shall be charged (as if benefits for total unem-
ployment had been paid therefor) against the employee's most recent weeks of
employment (by the discharging employer) against which benefits have not
previously been charged hereunder, and shall also be counted against his maxi-
mum weeks of benefit per year.

Nore.—The above provision leaves desirable fiexibility, so that the penalty
can be varied to snit the circumstances of each individual case.
The following is a more rigid (alternative) provision:

(6) Discharge for miscowduct.—An employee who has been discharged for
proved misconduct connected with his employment shall thereby become ineli-
gible for any further benefits based on his past weeks of employment by the dis-
charging employer, and also ineligible for benefits (based on other employment)
Tor the week in which such diveharge occurred and for the three next following
weeks: Provided, moreveer, That such weeks shall be counted (as if benefits
for total unemployment had been paid therefor) against the employee's maxi-
mum weeks of benefit per year.

(7) Refusal of suitable employment.—If an otherwise eligible employee fails,
without good cause, either to apply for suitable employment when notified by
the employment office, or to accept suitable employment when offered him he
shall thereby become ineligible for benefits for the week in which such failure
occurred and for the 3 next following weeks: Provided, moreover, That such
weeks shall be charged (as if benefits for total unemployment had been paid
therefor) against the employees’ most recent weeks of employment against
which benefits have not previously been charged hereuuder, and shall also be
counted against his maximum weeks of benefit per year.

‘“ Suitable employment ”’ shall mean any employment for which the employee
in question is reasonably fitted, which is located within a reasonable distance
of bis residence or last employment, and which is not detrimental to his health,
safety, or morals. No employment shall be deemed suitable, and benefits shall
not be denied under this act to any otherwise eligible employee for refusing to
accept new work, under any of the following conditions: (a¢) If the position
offered is vacant due directly to a strike, lockout, or other labor dispute; (b) if
the wages, hours, and other conditions of the work offered are less favorable to
the employee than those prevailing for similar work in the locality; (c¢) if
acceptance of such employment would either require the employee to join a
company union or would interfere with his joining or retaining membership in
any bona fide labor organization.

Note—The ahove definition of ‘“suitable employment ” is required in the
Federal bill, and the wording of the entire last sentence should not bhe

altered.
(Optional provision)

(8) BEmployees barred from benefits by wage disqualification.—An employee
shall not be eligible for any benefits whatever based on his past weeks of
employment by a given employer, if he loses his employment with such em-
ployer after being regularly employed by him (for at least 20 out of the last
24 calendar months) on a minimum salary basis (payable and paid, for each
of such 20 months, whether or not the employer had wage-earning work avail-
able for the employee) amounting to at least § per month.
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Nore.—No State is required to include in its law the above subsection
{8). Any denial of benefits to an employee, because his wages have been
relatively high, is very complicated to administer and apt to be inequitable
in many cases,

The $15 weekly benefit maximum will in itself result in higher-paid
workers receiving in benefits a relatively lower percentage of their full-
time weekly wages.

If some wage disqualification is to be used, it should not be based on
mere hourly or weekly wage rates but rather on annual (salary) earnings.

Hence, the above subsection is set forth (as the best provision of this
tvpe) without being recommended.

SECTION 8. SETTLEMENT OF BENKFIT CLAIMS

Nore ow Hanprine CraiMs.~—The following section has the great advan-
tage of leaving the appeal arrangements fiexible, so that they can beé set
up (and changed) by the administrative authority after further study and
experience, without the necessity of legislative amendments,

(1) Filing.—Benefit claims shall be filed at the employment office, pursuant
to general commission rules.

(2) Initial determination.—A deput) desuznatcd by the commission shall
promptly determine whether or not the claim is valid, and the amount of
benefits apparently payable thereunder, and shall duly noti‘fy the employee and
his most recent employer of such decision. Benefits shall be paid or denied
accordingly, unless either party requests a hearing within 5 calendar days after
such notification was delivered to him or was mailed to his last known address.

(3) Appeals.—Unless such request for a hearing is withdrawn, the claim
thus disputed shall be promptly decided, after affording both parties reasonable
opportunity to be heard, by such appeal tribunal as the commission may desig-
nate or establish for this purpose. The parties shall be duly notified of such
tribunal's decision, which shall be deemed a final decision by the commission
except in cases where the commission acts on its own motion or, pursuant to
general rules, permits the parties to initiate further appeal or review.

(4) Appeal tribunals—To hear and decide disputed claims, the commission
may establish one or more appeal tribunals consisting in each case of one full-
time salaried examiner (or commissioner) who shall serve as chalrman, and of
two other members, namely an employer or representative of employers and an
employee or representative of employees, who shall each be paid a fee of not
more than $10 per day of active service on such tribunal (plus necessary
expenses) and shall serve until replaced by the commission, except that no
person shall hear any case in which he is a directly interested party. The
chairman of such appeal tribunal may act for it at any session in the absence
of one or both other members, provided they have had due notice of such
session.

(5) Procedure—The manner in which claims shall be presented, the reports
thereon required from the employee, and from employers, and the conduct of
hearings and appeals shall be governed by general commission rules (whether
or not they conform to common law or statutory rules of evidence and other
technical rules of procedure) for determining the rights of the parties. A full
and complete record shall be kept of all proceedings in connection with a dis-
puted claim. All testimony at any hearing shall be taken down by a stenog-
rapher, but need not be transcribed unless the disputed claim is further
appealed.

(8) Commission review.—The commission shall have the power to remove
or transfer the proceedings on any claim pending before a deputy, appeal
tribunal, or commissioner; and may on its own motion (within 10 days after
the date of any decision by a deputy, appeal tribunal, commissioner, or by
the commission as a body) affirm, reverse, change, or set aside any such deci-
sion, on the basis of the evidence previously submitted in such case, or direct
the taking of additional testimony.

(7) Appeal to courts.—Except as thus provided, any decision (unless ap-
pealed pursuant to general commission rules) shall, 10 days after the date of
such decision, become the final decision of the commisgion, and all findings
of fact made therein shall (in the absence of fraud) be conclusive; and such
decision shall then be subject to judicial review solely on questions of law.
Such judicial review ghall be barred unless the plaintiff party has used and
exhausted the remedies provided hereunder and has commenced judicial action
(with notice to the commission) within 10 days after a decision hereunder
hag become the final decision of the commission in the disputed case.
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(8) Oaths and witnesses.—In the discharge of their duties under this section
any deputy, any member of an appeal tribunal, and any examiner, commis-
gioner, or duly authorized representative of the commission shall have power
to administer oaths to persons appearing before them, take depositions, certify
to official acts, and by subpenas (served in the manner in which court subpenas
are served) to compel attendance of witnesses and the production of books,
papers, documents, and records necessary or convenient to be used by them in
connection with any disputed claim. Witness fees and other expenses involved
in proceedings under this section shall be paid to the extent necessary, at rates
specified by general commission rules, from the unemployment administration
fund.

SEOTTON 9. COURT REVIEW

(Not drafted because of differences in State courts, etc.)

Each State should draft a section consistent with its judicial structure and
procedure, This section should specify: (1) Type of legal action, (2) the
court or courts to be used, (3) transmission by the commission of the record
in the case, (4) assessment of court costs, and so forth.

Some States have, under their accident compensation laws, found it desir-
able to have a single court handle all such cases, thereby developing a tribunal
with specialized knowledge and experience in this field. Such procedure might
well be followed in the new field of unemployment compensation.

Note on administrative organization (possible types).—The work involved
in the administration of a State unemployment compensation law will be very
considerable,

The administrative expenses (including the operation of public employment
offices), judging by experience abroad, will be at least 10 percent of the
annual contributions. For each million of population, if the State’s employ-
ment and wage rates are about the average of the entire country, unemploy-
ment compensation contributions (at 3 percent) would average about $3,500,000
annually under existing conditions, and the administrative expenses (at 10
percent) would be about $350,000 annually (per million of population) after
benefits start. (Federal grants will cover most of these administration costs,
provided the State administration complies with Federal standards.) )

Hence, many States will desire to create a new full-time commission, suitable
for dealing with the many new accounting, legal, and administrative problems.
This bill embodies the organization of such a commission (see sect. 10 below),
briefly as follows:

1. Administration by a new salaried commission of three members, which
will determine the policies, adopt necessary rules and regulations, act as the
board of review for appealed cases, and have general supervision of the routine
administration through a director or a secretary.

However, some States, in the light of their present administrative organiza-
tion or because of a smaller volume of work, may wish to consider the follow-
ing alternative plans of organization:

2. Administration under the present labor department, but with a new divi-
sion headed by an executive director in direct charge of administering the
unemployment compensation act and the employment offices. If this is done,
a part-time or full-time commission to belp in formulating general policies and
to review appealed benefit cases is desirable.

3. A new part-time (per diem) board, with a salaried executive director.
Such a part-time board would review appealed benefit cases, have jurisdiction
over general policies, pass upon rules and regulations, and be responsible for
the administration, selecting the director who would be subject to the board.
(Such a part-time board should be used in smaller States.)

4, Administration by a single new commissioner, with a part-time (per
diem) board appointed by him., Such a part-time board might well review
appealed benefit cases, and would advise the commissioner on general policies.
(Such part-time board should be used only in smaller States.)

SECTION 10. UNEMPLOYMENT COMPENSATION COMMISSION

(1) Organization.—There is hereby created a commission of three members,
to be known as the Unemployment Compensation Commission of ____________,

The members of the commission shall be appointed by the Governor within 90
days after the passage of this act. The commissioners thus appointed shall
serve, as designated by the Governor at the time of appointment, 1 for a term
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of 2 years, 1 for a term of 4 years, and 1 for a term of 6 years. At the expira-
tion of such initial terms appointments shall be made for a term of 6 years in
each case. Any appoiniment to a vacancy shall be for the unexpired term in
question. No commissioner shall, during his term of office, engage in any
other business, vocation, or employment, or serve as an officer or committee
member of any political party organization. The Governor may at any time,
after public hearing, remove any commissioner for gross inefficiency, neglect
of duty, malfeasance, misfeasance, or nonfeasance in office.

(2) Salaries—Each commissioner shall be paid a fixed monthly salary, at
the rate of — thousand dollars per year of service, from the unemployment
administration fund.

Nore—To secure persons with ability, training, and experience reason-
ably equal to their new and difficult task, the State should expect to pay
each commissioner approximately $2,000 per million of State population,
but not less than $4,000 in any event.

(3) Quorum.—Any two commissioners shall constitute a quorum to transact
business. No vacancy shall impair the right of the remaining commissioners
to exercise all of the powers of the commission, so long as a majority remain.
The commisgion ghall determine its own organization and methods of procedure.

SECTION 11, ADMINISTRATION

(1) Duties and powers of commission.—It shall be the duty of the commis-
gion to administer this act; and it shall have power and authority to adopt
and enforce all reasonable rules and orders necessary or suitable to that end,
and to employ any persons, make any expenditures, require any reports, and
take any other action (within its means and consistent with the provisions of
this act) necessary or suitable to that end. Annually, by the 1st day of
February, the commission shall submit to the Governor a summary report cov-
ering the administration and operation of this act during the preceding calendar
year, and making such recommendations as the commission deems proper.
Whenever the commission believes that a change in contribution and/or benefit
rates will become necessary to protect the solvency of the fund, it shall at once
inform the Governor and the leglslature thereof, and make recommendations
accordingly.

(2) General commission rules.—General rules, interpreting or applying this
act and affecting all (or classes of) employers, employees, or other persons or
agencies, shall be adopted by the commission only after discussion with a
representative State-wide advisory council (constituted as hereinafter
described) or after public hearing (before the commission) of which notice
has been given through the press. Such general commission rules shall, upon
adoption by a majority of the commission, be duly recorded in its minutes and
be filed with the secretary of state, and shall thereupon take legal effect. Such
rules may be amended, in the same manner as is above provided for their
adoption.

(8) Publication.—The commission shall cause to be printed in proper form
for distribution to the public the text of this act, the commission’s general rules,
its annual report to the Governor, and any other material the commission deems
relevant and suitable, and shall furnish the same to any person upon applica-
tion therefor; and such printing and availability upon application shall be
deemed a sufficient publication of the same,

(4) Personnel.—The commission is authorized, within its means, to appoint
and fix the compensation of such officers, accountants, attorneys, experts, and
other persons as are necessary in the execution of its functions. All positions
in the administration of this act shall be fllled by persons selected and appointed
on a nonpartisan merit basls, under rules and regulations of the commission.
The commission shall not employ or pay any person who is serving as an officer
or committee member of any political party organization. The commission
shall fix the duties and powers of all persons thus employed, and may authorize
any such person to do any act or acts which could lawfully be done by a
commissioner. The commission may in its discretion bond any person handling
moneys or signing checks hereunder.

Nore.—A nonpartisan merit basis must be used, to secure any Federal
money for administrative costs.

(8) Adwvisory councils—The commission shall appoint a State-wide advisory
council and local advisory councils, composed in each case of equal numbers of
employer representatives and employee representatives (namely of persons who



626 BCONOMIC SECURITY ACT

may fairly be regarded as thus representative because of their voecation, em-
ployment, or affiliations), and of such members representing the public generally
as the commission may designate. Such councils shall aid the commission in
formulating policies and discussing problems related to the administration of
this act and in assuring impartiality, neutrality, and freedom from pelitical
influence in the solution of such problems. Such advisory councils shall serve
without compensation, but shall be reimbursed for any necessary expenses.

(6) Employment stabilization—It shall be one of the purposes of this act
to promote the regularization of employment in enterprises, localties, indus-
tries, and the State. The commission, with the advice and aid of its advisory
councils, shall take all appropriate steps within its means to reduce and pre-
vent unemployment; to encourage and assist in the adoption of practical
methods of voeational training, retraining, and vocational guidance; to investi-
gate, recommend, advigse, and agsist in the establishment and operation, by
municipalities, counties, school districts, and the State, of reserves for public
works to be used in times of business depression and unemployment ; to promote
the reemployment of unemployed workers throughout the State in every other
way that may be feasible; and to these ends to employ experts and to carry
on and publish the results of investigations and research studies.

(7) Records and reports—Every employer (of any person in this State)
shall keep true and accurate emplovinent records of all persons employed
by him, and of the weekly hours worked for him by each, and of the weekly
wages paid by him to each such person. Such records shall be open to
inspection by the commission or its authorized representatives at any reasonable
time and as often as may be necessary. The commission may require from
any employer (of any person in thigs State) any reports covering persons
employed by him, on employment, wages, hours, unemployment and related
matters, which the commission deems necessary to the effective administration
of this act. Information thus obtained shall not be published or be open to
public ingpection in any manner revealing the employer’s identity, and any
commission employee guilty of violating this provision shall be subject to
the penalties provided in this act.

(8) Representation in court—On request of the commission the attorney
general shall represent the commission and the State in any court action
relating to this act or to its administration and enforcement, except as special
counsel may be designated by the commission with the approval of the Governor
and except as otherwise provided in this Act.

(9) State-Federal cooperation.—The commission is hereby authorized and
directed to cooperate in all necessary respects with the appropriate agencies
and departments of the Federal Government, in the administration of this
act and of free public employment offices; and to make all reports thereon
requested by and directly interested Federal agency or department; and
to accept any sums allotted or apportioned to the State for such administra-
tion, and to comply with all reasonable Federal regulations governing the
expenditure of such sums. L

(10) Employment Offices—The commission shall establish and maintain such
free public employment offices, including such branch offices, as _may be
necessary for the proper administration of this act. The commission shall
maintain a division for this purpoge. The existing free public employment
offices of the State (if any) shall be transferred to the jurisdiction of such
division; and upon such transfer all duties and powers conferred by law upon
any other department, agency, or officer relating to the establishment, main-
tenance, and operation of free public employment offices shall be vested in
such division. All moneys thereafter made available by or received by the
State for the State employment service shall be paid to (and expended frox_n)
the unemployment administration fund, and a special “employment service
account ” shall be maintained for this purpose as a part of said fund.

SECTION 12. ACCEPTANCE OF ACT OF CONGRESS, RELATING TGO EMPLOYMENT SERVICE

(1) Formal acceptance—The State hereby accepts the provisions ‘of the
Wagner-Peyser Act approved June 6, 1933 (48 Stat. 113, U. S: C., title 29,
sec. 49 (¢), “An act to provide for the establishment of a natlopal employ-
ment system and for cooperation with the States in t‘he promotion of sugh
system, and for other purposes,” in conformity with section 4 thereof, and will
observe and comply with the requirements of said act of Congress.

(2) State employment service—There is hereby created, under the Unem-
ployment Compensation Cominission, a division to be known as the * ————
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State Employment Service”, whicll shall be affiliated with the United States
Employment Bervice. The said division is hereby designated and con-
stituted the agency of this State for the purposes of the Wagner-Peyser Act.
The said division shall be administered by a full-time salaried director, who
is hereby given full power to cooperate with all authorities of the United
States having powers or duties under the said act of Congress and to do and
perform all things necessary to secure to this State the benefits of the said
act of Congress in the promotion and maintenance of a system of publie
employment offices.

(8) Fimancing—All moneys made available by or received by this State
under said act of Congress shall be paid into a special “ employment service
account” in the unemployment administration fund, and said moneys are
hereby appropriated and made available to the “ ——— — State Employment
Service” to be expended as provided by this act and by said act of Congress.

Nore—The Federal economic security measure requires that the State
accept the provisions of the Wagner-Peyser Act for the establishment of
an etfective system of public employment oflices.

The above section can be used for this purpose and can properly be
included in this bill even where the Staie has already accepted the Wagner-
Peyser Act.

This bill places the State employment service under the comimission
administering the unemployment compensation law, as is proper and vir-
tually necessary for the effective operation of both the service and the law.

However, in case a given State does not wish to place its State employ-
ment service under the Unemployment Compensation Commission, then the
above section should be omitted or modified, and subsection (10) of sec-
tion 11 should also be modified, The Governor or the State's labor depart-
ment should in that case secure advice from the United States Employ-
ment Service, Department of Labor, Washington, D. C., on the procedure
and changes in this bill which would in that case become necessary.

SECTION 13. RECIPROCAL BENEFI1" ARRANGEMENTS WITH OTHER STATES

The commission is hereby authorized, subject to approval by the Governor,
to enter into reciprocal arrangements with the proper authorities, in the case
of any other unemployment compensation system egtablished by any State law
or by an act of Congress, as to persons who have (after acquiring rights to
benefits under this act or under such ether system) mnewly coine under this
act or under such other system, whereby such benefits (or substantially equiv-
alent beunefits) shall be paid (or both paid and financed) in whele or in part
through (or by) the fund of the umemployment compensation system newly
applicable to such person. Such reciprocal arrangements shall be adopted and
published by the commission in the same manner as its general rules.

NoTte.—The above section is designed to make possible reciprocal arrange-
ments whereby an employee will not lose his benefit rights if he moves
from one State to the other, or from employnent covered by a direct aet
of Congress. The wording should not be altered.

SECTION 14. PROTECTION OF RIGHTS AND BENEFITS

(1) Waiver of righits void.—No agreement by an employee to waive his right
to benefit or any other right under this act shall be valid. No agreement by
an employee or by employzes to pay all or any portion of the contributions
required under this act from employers shall be valid. No employer shall
make or require any deduction from wages to finance the coutributions required
of him, or require any waiver by an employee of any right hereunder. Any
employee claiming a violation of this section may have recourse to the method
set up in this act for deciding bemnefit claims; and the commission shall have
power to take any steps necessary or suitable to correct and prosecute any such
violation.

(2) Limitation of fces.-—No employee shall be charged fees of any kind by
the commission or its representatives in any proceeding under this act. Any
employee claiming benefits in any proceeding or court action may be repre-
sented by counsel or other duly authorized agent; but no such counsel or agents
shall together charge or receive for such services more than 10 percent of the
maximum benefits at issue in such proceeding or court action.

(3) No assignment or garnishment of benefits.—Benefits which are due or
may become due under this act shall not be assignable before payment, buat
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this provision shall not affect the survival thereof; and when awarded, adjudged,
or paid shall be exempt from all claims of creditors, and from levy, execution,
and attachment or other remedy now or hereafter provided for recovery or
collection of debt which exemption may not be waived.

SEC. 15. COLLECTION OF CONTRIBUTIONS

(1) Interest on tardy payments—If any employer fails to make promptly,
by the date it becomes due hereunder, any payment required to be made by
him under this act, he shall be additionally liable (to the unemployment admin-
istration fund) for interest on such payment at, the rate of 1 percent per wmonth
from the date such payment became due until paid, pursuant to general com-
mission rules. '

(2) Bamkruptcy.—In the event of an employer’s dissolution, bankruptey,
adjudicated insolvency, receivership, assignment for benefit of creditors, judi-
cially confirmed extension proposal or composition, or any analogous situation,
contribution paynients then and thereafter due under this act shall have the
greatest priority (subsequent to taxes, but at least equal to wage claims) then
permitted by law; but this subsection sliall not impair the lien of any judgment
entered upon any award.

(3) Court action.—Upon complaint of the commission, the attorney general
shall institute and prosecute the necessary actions or proceedings for the re-
covery of any contributions or other payments due hereunder; or, at liis request
and under his direction, the prosecuting attorney (of any county in which the
employer has a place of business) shall institute and prosecute the necessary
actions or proceedings for the recovery of any contributions or other payments
due hereunder.

SECTION 16, PENALTIES

(1) Whoever willfully makes a false statement or representation to obtain
or increase any benefit or other payment under this act, either for himself or
for any other persor, shall upon conviction be punished by a fine of not less than
$20 nor more than $50, or by imprisonment in the ccunty jail not longer than
30 days, or by both such fine and imprisonment; and each such false statement
or representation shall constitute a separate and distinct offense.

(2) Any employer (of any person in this State) or his agent who wilifully
makes a false statement or representation to avoid becoming or remaining sub-
ject hereto, or to avoid or reduce any contribution or other payment required
of such employer under this act, or who willfully fails or refuses to make any
such contribution or other payment or to furnish any reports duly required
hereunder, or to appear or testify or produce records as lawfully required here-
under, or who makes or requires any deduction from wages to pay all or any
portion of the contributions required from employers, or who tries to induce any
employee to waive any right under this act, shall, upon conviction, be punished
by a fine of not less than $20 nor more than $200, or by imprisonment in the county
jail not longer than 60 days, or by both such fine and imprisonment; and each
such false statement or representation, and each day of such failure or refusal,
and each such deduction from wages, and each such attempt to induce shall
constitute a separate and distinct offense. If the employer in question is a
corporation, the president, the secretary, and the treasurer, or officers exercising
corresponding functions, shall each be subject to the aforesaid penalties.

(8) Any violation of any provision of this act for which a penalty is neither
prescribed above nor provided by any other applicable statute, shall be punished
by a fine of not less than $20 nor more than $50, or by imprisonment in the
county jail not longer than 30 days, or by both such fine and imprisonment.

(4) On complaint of the commission the fines specified or provided in this
gsection may be collected by the State in an action for debt. All fines thus
collected shall be paid to the unemployment administration fund.

SECTION 17. UNEMPLOYMENT ADMINISTRATION FUND

(1) Special fund.—There is hereby created the “ Unemployment Compensation
Administration Fund ”, to consist of all moneys received by the State or by
the commmission for the administration of this act. This special fund shall be
handled by the State treasurer as other State moneys are handled; but it shall
be expended solely for the purposes herein specified, and its balances shall not
lapse at any time but shall remain continuously available to the commisgion
for expenditure consistent herewith.
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(2) Federal aids.—All Federal moneys allotted or apportioned to the State
by the Federal Social Insurance Board (or other agency) for the administra-
tion of this act shall be paid into the unemployment administration fund.

(3) Employment service account—A sgpecial “employment service account”
shall be maintained as a part of said fund.

SECTION 18, APPROPRIATIONS

(1) All moneys in the unemployment administration fund at any time are
hereby appropriated to the unemployment compensation commission, including
its employment service division.

(2) There is hereby appropriated, to the employment service account of the
unemployment administration fund, from any money in the State treasury not
-otherwise appropriated, on July 1, 1935, and annually thereafter on the 1st day
of July, the sum of $——-2*

SECTION 19. SAVING CLAUSE -

The legislature reserves the right to amend or repeal all or any part of this
act at any time; and there shall be no vested private right of any kind against
such amendment or repeal.

Nore.—This provision is required by the Federal bill as a condition for
the allowance of credits against the Federal pay-roll tax.

SECTION 20. SEPARABILITY OF PROVISIONS

If any provision of this act, or the application thereof to any person or cir-
<cumstance, is held invalid, the remainder of the act and the application of such
provision to other persons or circumstances shall not be affected thereby.

SECTION 21. EFFECTIVE DATE

This act shall take effect upon passage.

Note.—This section should be modified where necessary to conform with
the State’s regular requirements for official publication, etc., prior to the
taking effect of its State laws.

Norte—Any State which desires to do so may of course modify the foregoing
bill to permit certain employers (or groups) to maintain separate ¢ guaranteed
employment acoounts.” The Federal economic security measure includes certain
standards which would apply to any such account permitted under a State law.
(The State law could, however, provide additional standards.)

Guaranieed employment (optional provision)

{For possible inclusion in either type of model State unemployment compensa-
tion bill)

Norte.—Any State which desires to do so may include the following op-
tional provision, as & new section to be inserted in either of the model
State bills prepared by the President’s Committee on Economic Security.

This provision would permit certain employers, in the discretion of the
administrative agency, to establish special guaranteed employment accounts
within the State unemployment compensation trust fund.

If the following new section 1s inserted in either model State bill (pre-
sumably immediately following the present sec. 18), then the present sec-
tions 19, 20, and 21 should of course be renumbered accordingly.

¥ This sum should be about 3 cents per capita of the State’s population. (Thus, a
‘State of 1,000,000 inhabitants should make an appropriation of at least $30,000.) This
should insure the State’s receiving its full share of the Federal money now available
from the United States Employment Service under the Wagner-Peyser Act. Any State
may secure more exact information on the Federal ‘ matching " requirements from the
United States Employment Service, Washington, D. C. Such an appropriation will be
relatively small, as compared to the total cost of the State’s employment service, in
‘view of its enlarged functions under this act. (The bulk of the cost will be financed
from Federal money, raised largely from employers subject to the Federal pay-roll tax
and the State unemployment compensation law. Not only such emiployers will bene-
fit by an effective State-wide employment service, but also the entire community.)
Hence, it is essential that the State (from general tax funds) appropriate at least
the suggested small fraction of the total cost of its employment service.
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In case the new guaranteed employment section is inserted in the model
bill of the pooled-fund t;pe, without the similarly optional section on
“Kmployer Reserve Accounts” being likewise inserted, then it will be
necessary (as noted below) to add brief provisions to sections 4 aund 5 of
the *‘ pooled fund ™ mmodel bill, to provide for guaranteed-employment ac-
counts, and for the required minimun coutributions by such ewmplovers to
the pooled fund. '

SECTION ——., GUARANTEED EMPLOYAMENT PLANS

(1) Permission to establish—Subject to the rvequirciments of this act, the
commission may permit any employer to establish a guaranteed-employument
plan, covering all lLis ewplovees in one or more distinet estabiishinents, and
to maintain within the fund for the purposes of this section a guaranteed-
employment account, which shall be separate from and additional to any benefit-
reserve account he may have in the fund (covering all his other employees, not
covered under said guaranteed-employment plan). As a condition of permitting
a guaranteed employment plan and of maintaining within the fund a guaran-
teed-employment account, the comnission shall require the employer inn question
to furnish such geparate security (or such other assurance that his employees
will receive the full wages guuaranteed them by the euiployer under such plan)
as the cominission deems reasonable.

(2) Annual waye guaranty.—The commission shall approve and permit a
guaranteed employment plan only when the given employer guarautees in
advance, to all his employees (except as hereinafter provided) in one or more
distinet estublishments, full wages for each of 40 separate calendar weeks
within the calendar year. An ewployer’'s gudaranteed employment plan shall
be subject to approval by the commission and to all applicable geuneral com-
nrission rules, and shall commence for the calendar year 1938 or at such
later date and under such conditions (governing partial transfer of the
employer’s past contributions and all other relevant questions) as the commis-
sion may approve. In the case of an employer commencing his guaranty to
some or all of his employees after the start of a calendar year, four-fitths of
the remaining weeks within suchl year shall be subject to the standard guaranty
of full wages per guarantced weeKk.

Nore.—The foregoing language is in conformity with the propoesed
Federal economic security measure. An amendment is under cousidera-
tion which would require a guarantee of 30 hours wages for 40 weeks
or their equivalent. If adopted, a provision along the following line would
be appropriate :

(Alternative provision)

(Not now permitted under the Federal bill)

(2) Annual wage gucranty—The commission shall approve and perwmit a
guaranteed employnient plan only when the given employer guarantees in
advanece, to all his employees (except as hereinafter provided) in one or more
distinct establishments, 30 hours wages for each of 40 separate calendar
weeks within the calendar year. (Where an employer guarantees to his
employees in advance more than 40 weeks within a calendar year, for each
such extra guaranteed week 1 hour shall be deducted (as to all guaranteed
weeks) from the 30 guaranteed weekly hours otherwise applicable, except that
in no case shall an employel's gunaranty under this section amonnt to less than
20 guaranteed hours per guaranteed week.

An employer’s guaranteed employment plan shall be subject to approval by
the commission and to all applicable general commission rules, and shall com-
mence for the calendar year 1938 or at such later date and under such conditions
(governing partial transfer of the employer’s past contributions and all other
relevant questions) as the commission way approve. In the ecase of an
employer commencing his guaranty to some or all of liis employees after the
start of a calen:!av yeur. four-fifths of the remaining weeks within such year
shall be subject to the standard guaranty of 30 hours’ wages per guaranteed
week.

Nore.—The balance of this provision is applicable whether or uot such
amendment is adopted.

An employer's guaranty shall commence for each employee whenever he has
once completed a probationary period with such employer of 12 weeks of
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employiwent (or any lesser nnmber of wecks of employment inecluded within
12 consecutive calendar weeks) occurring subsequent to January 1, 1937, or
to any later date on which the employver in question first beecomes subject
to this act. The employer’s guaranty to an employee shall specify the wage
rate or basis guaranteed the employee for all work to he done by him for the
employer during the guaranty period and gnaranteed him as a deficiency wage
for each hour short of his number of guaranteed hours in any guaranteed week.
The employer shall not be required to make gooil his guaranty to an emplovee
for any week (within the guaranty period}:

(@) Which would not be counted as a “ week of employment” for benefit
purposes under this act;

(b) In which the employee is physically unable to work:

(¢) Tn which the employee fails without gzood cause to accept suitable
employment when offered him;

(d) In which a lahor dispute is still in active progress in the establishment
in question;

(e) After the employee has left his employment voluntarily without good
cause connected with such employment;

(f) After the employee has been discharged for proved misconduct connected
with his employment.

(3) Benefit requirements—Any employee, emploved in a guarantecd estab-
lishment, but laid off (without commeuncement of guaranty) at or prior to
the closc of his above required probationary period, shall be paid from the
employer's guaranteed-emaployment account the benefits (based on his weeks
of emplovment by such employer) to which he would be entitled under the
standard benefit provisions of this act. In the case of any emplovee laid
off by the employer after fulfillmeut of his guaranty but prior te the comn-
mencement of the next ensuing calendar year, such ewmploveéd shall, while
uncmployed and eligible within such ensuing calendar year, receive from the
employer’s guaranteed-employment account the benefits (based on his weeks
of employment by such employer) to which he would be entitled nnder the
standard benefit provisions of this act.

(4) Payments—There shall be credited to an employer's guaranteed-em-
plovment’ account all amounts paid by him to the fund for such rccount
(exelusive of his required contributions to the fund’s pooled account, and ex-
clusive of all payments based on the wages of employees not employved in
his guaranteed establishment or establishments). Any such employer may
at any time make voluntary payments (additional to the contributions to the
contributions required under this act) to his guaranteed-employment accouut
in the fund, pursuyant to general commission rules. Any deficinecy wages pay-
able hereunder in fulfillment of the employer’s gnaranty to an employee shall
be paid by the employer directly unless the commission finds that the eruployer
is financially unable to fnlfill his guaranty, ih which case they shall be paid
from his guaranteed-employment account. There =hall be payable from the
employver’s guaranteed-employment account the beuefits pavable under this
section to any of his employees (employed in a guaranteed establishment)
whose guaranty is not commenced or renewed, and who is otherwise elizibie
for benefits under this act. If such guaranteed-employment account is ex-
hausted. the balance of any such amounts payable hereunder to emplovees
shall be paid from the fund’s pooled account.

(5Y Contribution requirements.—An emplover's required total contribution
rate (on his gnaranteed establishment pay roll) shall, after he has contributed
for at least 8 years, be based on his guaranteed-employment experience, and
shall be determined by the commission for each calendar year, at its beginning,
pursuant to all the following conditions:

(a) No employer’s contribution rate (based on his guaranteed-establishment
pay roll) shall be reduced unless his employment guaranties for the last com-
pleted calendar vear were fulfilled, without any deficiency wages heing paid
from his guaranteed-employment account, and without any bhenefits payable
from such account within such year being paid from the fund’s pooled aceconnt.

(b) Whenever the employer’s guaranteed-employnient account at the close of
a calendar year equals at least —* percent of his (guaranteed establishment)
pay roll for such year, and at least twice the amount ot deficiency wages and
benefits payable for such year under this section, he shall contribute for the
ensuing calendar year ——** percent of his (guaranteed establishment) pay rol]
to the State pooled fund; provided that under all other conditions he shall
contrihnte on such pay roll at the standard rate providerd in this act.
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Nore.—In the pending economic-security measure, as introduced, the first
figure (*) is 7% percent and the second figure (**) is 1 percent; but these
figures are of course subject to final action by Congress.

Nore—Contributions by employees might cause some complications if
required in connection with guaranteed-employment accounts. If a State
nevertheless desires to include employee contributions, the following sub-
section (6) could be used.

(8) Contributions by employees.—The foregoing requirements and criteria on
contribution and other payments by an employer baving a guaranteed-employ-
ment account, apply to contributions made by such employer on his own behalf,
and to the payments to his employees to be financed by him. In case any con-
tributions or other payments are made for benefit purposes by the covered em-
ployees of such employer, the commission is authorized and directed to assure by
any suitable general rules that the employer shall at all times himself finance
the required deficiency wages, and benefits at least equal to those payable by
other employers contributing under this act to the funds’ pooled account.

(7) Termination of account.—If any employer maintaining a guaranteed-
employment account hereunder fails to comply with the applicable requirements
of this act, or terminates such account with the commission’s consent, or has
for any reason ceased to be subject to this act, the commission shall transfer
and credit to the fund’s pooled account any balance then remaining in such
employer’s reserve account (except as the commission may apportion to that
employer’s or to any successor employer’s reserve account all or part of the
assets and liabilities in question) ; and in such case (with the above exception)
all further contributions from such employer shall be paid to said pooled account
and all further payments to his employees shall be paid from said pooled
account,

NotreE—In case the above-guaranteed employment section is inserted in
the model bill of the pooled-fund type, then the following new subsections
must be inserted in that bill (and substituted for the similar inserts at the
close of the optional section on “ Employer-reserve accounts ” if that section
is also used).

Insert at the close of section 4, relating to the unemployment compensation
fund :

(5) Employer-reserve accounts, within the fund.—The fund shall be mingled
and undivided ; except as separate “ reserve accounts” (mcludmg guaranteed-
employment accounts, if any) are kept therein under provisions of this act
permitting certain employers to maintain such accounts within the fund.

The entire balance of the fund (exclusive of such reserve accounts) shall
constitute the “ pooled account” of the fund, to which shall be credited or
charged all payments to and from the fund except as this act specifies otherwise,

Insert at the close of section 5, relating to contributions:

( ) Contribution rates, for employers having reserve accounts.—Each em-
ployer for whom a reserve account (and/or guaranteed employment account, if
any) is maintained pursuant to this act shall for each calendar year make such
total contributions to the fund as are then required of him under the applicable
provisions of this act. If such total contributions, an amount equaling —
percent of the employer’s pay roll shall regularly be credited to the fund’s
“pooled account.’” The balance of the employer’s payments to the fund shall
be duly allocated and credited (as may be proper in each case) to his reserve
account (or guaranteed-employment account, if any).

*Nore.-—This figure is fixed at 1 percent, in the pending economic-security
measure, but is of course subject to final action by Congress,

MEMORARDUM CONCERNING STATE OLD-AGH ASSISTANCE (PENSION) LFEGISLATION
T0 CONFORM TO THE FEDERAL ECONOMIC SECURITY BILL

{Suggested State act follows on pp. 634-640.)
PURPOSE OF THE FEDERAL ECONOMIC SEQOURITY BILL RELATING TO OLD-AGE ASSISTANCE
The Federal economic security bill provides for Federal grants-in-aid to

the States for old-age assistance of not to exceed 50 percent of the assistance,
under standards and conditions set forth in the bill. This is one of severa)
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provisions designed to provide security for the aged. Other parts of the pro-
gram provide for contributory annuities to be bunilt up by compulsory contribu-
tions of employers and employees, and voluntary annuities for self-employed
persons,

Twenty-eight States have enacted old-age assistance laws, but many of
these laws are optional upon the local units of government, and have been put
into use in only a few counties. In many States the existing old-age assistance
laws are inoperative because of lack ot funds. Federal grants to the States
will not only aid them in providing old-age assistance, but will stimulate the
States and local governments to raise local funds for this purpose.

Federal grants are to be conditioned upon a few standards set forth in the
bill. Many of the State laws contain excessive residence requirements—up to
25 years within the State. Obviously, the Federal Government could not make
grants to State systems with such strict residence requirements, for its obliga-
tions are to all of the citizens of the United States, regardless of how long
they bhave resided in the particular State. Many State laws have other very
restrictive provisions, such as that the applicant shall have been a citizen
of the United States for 15 years. Some States prohibit assistance to persons
who own any property; other States fix a property limit as low as $1,000, or
an income as low as $150 annually,

These and other restrictions in the State laws operate to deny assistance to
old persons in real need, as witnessed by the large numbers on the relief rolls
in States having old-age-assistance laws.

PROVISIONS WHICH MUST BE INCLUDED IN THE STATE LAW TO COMPLY WITH THE
STANDARDS PRESCRIBED IN THE PENDING ECONOMIC SECURITY BILL INTRODUCED
IN BOTH HOUSES OF THE CONGRESS

1. The State plan for old-age assistance must be State-wide and, if admin-
istered by subdivisions of the State, must be mandatory on such subdivisions.
It must also provide for substantial financial participation by the State.

2. A single State agency must be designated or established either to admin
ister or to supervise the administration of the plan in the State. This should
logically be the State welfare department. This department or commission will
be required to make prescribed regular reports to the Federal authority to
qualify for Federal subsidies.

3. Provision must be made that whenever an application for assistance is
denied the applicant has the right of appeal to the State agency.

4. The State plan must not disqualify an aged person who satisfies all of
the following conditions:

(@) Is a citizen of the United States.

(b) Has resided in the State for 5 years or more within the last 10 years
preceding the date of the application for assistance.

(e) Is not an inmate of a public or private institution.

(d) Does not have sufficient income (together with that of his or her
spouse) to provide a reasonable subsistence compatible with decency and health.
(Pending amendments omit this section.)

{(e) Is 65 years of age or older. Assistance may be limited to persons 70
years of age or over until January 1, 1940, but following that date assistance
way not be denied to persons otherwise qualified who are 85 years of age or
over,
NoreE—These qualifications may not be increased by the States. For
example, a State law which requires an applicant to have been a citizen
of the United States for 10 years is contrary to the Federal bill, which
specifies as one condition for receipt of Federal aid that the State law must
not deny assistance to citizens of the United States. Similarly, State laws
requiring residence within the State for a longer period than 5 years are
also in conflict with the Federal bill, The requirement of county residence
ig also contrary to the Federal standards, unless the State makes special
provision to take care of eligible applicants who cannot satisfy the county
residence requirements.

The State laws, however, may be more liberal than these standards.
Assistance. may be granted to other aged persons besides those meeting
these qualifications, and the Federal Government will match on the same
basis the assistance granted to persons who satisfy these qualifications, but
it will not match assistance paid to anyone who is less than 65 years of
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age not to anyone who is an inmate of a public or other charitable insti-
tution. There ig nothing in the Federal bill, lowever, which barg inmates’
of such institutions from making application tor assistance but they cannot
remain inmates after the assistance is granted. The State law should
permit inmates of institutions to make application for assistance.

States may, if they see fit, grant assistance to aged persons who have
resided less than 5 years in the State. They may also provide assistance
to aged residents who are not eitizens, for instance, to those who have
resided in this country for a specitied period of years.

The Federal bill, as introduced, provided that State plans for old-age
assistance, in order to qualify for Federal aid, must not deny assistance

- aged persons whose income “is inadequate to provide a reasonable
subsistence compatible with decency and health”, This section would
probably have made it necessary for States to repeal existing provisions
in their old-age pension laws which prohibit the granting of assistance to a
person lLaving a specifled amount of property or income. This section is
omitted in amendments now under consideration. 1t is suggested, never-
theless, that States may wish to liberalize tlieir present old-age laws by
repe aling the arbitrary property and income limits, and thus make need
the controlling consideration. If thie property and income limitations ave
repealed, the State will doubtless wish to include provisions for recovery
from the estate of recipients of old-age pensions. This is the practice
in a number of States at present. This change in the existing old-age-
assistance laws will probably not be required by Federal legislation, but
may be made if the State wishes to liberalize its law.

. The Fedcral bill provides that the State law must require that at least
so much of the sum paid as ossistance as represents the share of the United
States Government in such assistance, shall be a lien on the estate of the
aged recipient and that the net amount realized by the enforcerient of such
lien shall be deemed to be a part of the State’s allotment from the United
States Government for the year in which such lien is enforeed. It is provided,
however, that no such lien shall be enforced against any real estate of the
recipient while it is occupied by the recipient’s surviving spouse, it the latrer
is not more than 15 years ycunger than the recipient, and does not marry agaiu.

Note—The State law should make provision that on the death of a
person receiving assistance under the act or of the survivor of a married
couple, both of whom were so assisted, the total amount paid as assistance
(with or without interest) shall be allowed and deducted from the estate)
by the court having jurisdiction to settle the estate.

SUGGESTED LANGUAGE OF A STATE OLD-AGE-ASSISTANCE LAW FOR STATES WHICH
HAVE NOT ENACTED SUCH LLAWS OR FOR THE MODIFICATION OF EXISTING STATR
Laws

(Taken largely from eXisting State laws which conform to the proposed
Federal standards for Federal grants-in-aid)

Nore—The following sections have been taken practically verbatim
from existing State old-age-assistance laws, and are believed to conform
to the proposed Federal economic security bill as introduced. Changes in
the following language may be necessary bLecause of amendments to the
Federal bill before enactment. If necessary a supplementary statement
will be issued following enactment, if passed by Congress. A few modi-
fications have been made in the existing language of the State laws cited
where necessary for consistency or to conform to the proposed Federal
standards. Most of the following sections are taken from the New Yovk
law, which most nearly conforms to the proposed Federal act. About
half of the total assistance payments now granted in this country are made
in New York. These sections, if considered by the States, should be modi-
fied to fit local conditions, particularly with regard to the local organiza-
tion which is set up to administer the act. Many of the sections are not
required by the proposed Federal standards but would be appropriate,
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SectioN 1. Persons eligible to receive old-age assistance.—O0ld-age assistance
may be given under this act to any person who—
(1) Has attained the age of 65 years.

Nore.—Federal standards require assistance to be granted to needy old
persons of 65 years or over, but permit States to retain T0-year minimum
until 1940. The,State may provide assistance {o persons under 65 years of
age, but such assistance will not be matched by the Federal Government.

(2) Has income which, when added to the contributions in money, substance,
or service from legally responsible relatives or others, is inadequate to provide
a reasonable subsistence compatible with decency and health.

Nore—~This language is based upon the “needs” standard now used by
several States. It is suggested as preferable to existing provisions in many
States denying old-age assistance to persons having a specified amount of
property or income. The cost of living varies widely in different parts of
the State, and the actual need of the aged person and his circumstances
should be controlling rather than an arbitrary fixed Ilimitation, If
an aged person possesses property or income of small value, it should be
taken into account in the granting of assistance, and the State should recover
the amount of assistance from. the estate upon the death of the persons,
rather than to deny him asgistance. (See appropriate sections below.)

(8) Is a citizen of the United States.

NoTte~The State may, if it wishes, grant assistance to noncitizens.who
have resided in the State for a specified period (Delaware), and such ag-
sistance will be matched by the Federal Government. State laws requiring
an applicant to have been a citizen of the United States for ‘a period of
years are contrary to the Federal bill. e Lo ENU 8

(4) Has been a resident of the State of ——c oo for at least 6 years within
the 10 years immediately preceding his application for old-age assistance,:

Note.—The proposed Federal bill provides a standard of not more than
B years’ residence requirement within the previous 10 years in the Stafte.
The State may require less, but not more. State laws requiring more
than 5 years’ residence in the State will have to be amended to read
“p5 years™ (or lgss). ' : i

(5) Has resided in and been an inhabitant of the (county:or district) in
which application is made for at least 1 year immediately preceding the date
of the application, or has a legal settlement in the ' (county or district) in
which the application is made. - Any person otherwise qualified who has re-
sided in the State for 5 years or more within the 10 years immediately pre-
ceding the application, and who has no legal settlement, shall file his applica-
tion in the (county or district) in which he is residing, and his assistance, if
granted, shall be paid entirely from State funds until he can qualify as having
a legal settlement in the said (county or district). ¥or the purpose of this
act, every person who has resided 1 year or more in any (county or district)
in this State shall thereby acquire a legal settlement in.such (county or dis-
trict), which he shall retain until he has acquired a legal settlement elsewhere,
or until he has been absent voluntarily and continuously for 1 year therefrom.

Note.—The existing strict local residence requirement in.old-age-assist-
ance laws are in confiict with the proposed Federal standards. 'This section
is designed to protect the locality, and at the same time to conform to
the Federal standards. .

(6) Is not at the time of receiving assistance an. inmate, of any public or
private institution, except in the case of temporary medical or surgical care in
a hospital,

(7) Has not made a voluntary assignment or transfer of property for the
purpose of qualifying for such assistance, except as provided in sections 21
and 22 of this act. e ; L - .

(8) -Is not, because of his physical of mental condition; in need of continued
jnstitutional care. (With the exception of subsections.(2) and (5), this sec-
tion is taken from New York Consolidated Laws, Cahill's, 1930, ch, 491, art.
XIV-A, sec. 123.)

116807—356——41
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Seo. 2. Amount of the assistance.—It shall be the duty of the (local old-age-
assistance agency) to provide a reasonable subsistence compatible with de-
cency and health for those eligible for old-age assistance under the provisions
of this act. The amount of the old-age assistance to any such person shall,
subject to rules, regulations, and standards of the State welfare department,
be determined by the (local old-age-assistance agency) with due regard to the
conditions existing in each case. (New York Laws, ibid, partly from sec. 124.)

Sec. 3. Application.—A person requesting old-age assistance under this act
shall make his application therefor to the (local old-age-assistance agency)
of the (county or district) in which the applicant resides or has a legal settle-
ment. An inmate of a public or private institution may make an application
while in such institution, but the assistance, if granted, shall not be paid
until after he ceases to be such an inmate. The application shall be made in
writing or reduced to writing, upon standard forms, prescribed by the State
welfare department. (New York Laws, ibid, sec. 124-a.)

Smc. 4. State edministration—The State welfare department shall supervise
the administration of old-age assistance under this act by the (local old-age-
assistance agencies). The State welfare department shall prescribe the form
of and print and supply to the (local old-age assistance agencies) blanks of
applications, reports, affidavits and such other forms as it may deem advisable.
The State welfare department is hereby authorized to and shall make rules and
regulations necessary for the carrying out of the provisions of this act to the
end that old-age assistance may be administered uniformly throughout the
State, having regard for the varying costs of living in different parts of the State
and that the spirit and purpose of this act may be complied with. All rules
and regulations made by the State welfare department under this act shall be
binding upon the (local old-age-assistance agencies) and the (counties or dis-
tricts). (New York Laws, ibid., see. 124-1.)

Sec. 5. Local administration.—

Note~—This section will have to be prepared to fit the requirements of the
individual State. It is recommended that old-age assistance be admin-
istered by a unified local welfare department, charged with all local welfare
and relief activities. This is the existing practice in several States which
have the most satisfactory welfare administration. The use of special local
hoards for granting old-age assistance has the disadvantage of creating
another local agency charged with welfare functions, whereas the trend is
toward unification and integration of all welfare functions. The use of
separate agencies increases the administrative costs and prevents unified
planning and responsibility. An investigation by a qualified paid investi-
gator of each application before allowance, and periodically thereafter, is
highly advisable, and will probably be necessary to secure Federal aid.

The local welfare unit should be used for administration of old-age
assistance, but the use of units smaller than the county is inadvisable.
Many States have under consideration new public welfare codes which
would revise their old poor laws and set up a unified welfare administra-
tion. Most of the proposed laws permit the use of welfare districts con-
sisting of two or more counties, designed particularly for counties with
small populations. This should be permitted in the old-age assistance act,.

Seo. 6. Local appropriation.—The legislative body of the (county or district)
shall annually appropriate and make available to the order of the (local old-
age-assigtance agency) such a sum as may be needed for old-age assistance, and
include such sum in the taxes to be levied in the territory responsible for such
old-age assistance. Should the sum so appropriated, however, be expended or
exhausted, during the year and for the purpose for which it was appropriated,
additional sums shall be appropriated by such legislative body as occasion
demands to carry out the provisions of this act. (New York Laws, {bid., part
of sec. 124—¢.)

Nore.—It is recommended that the State (with Federsl aid) pay the
entire cost of administration. This will make it possible for the State to
exercise more effective control over standards of personnel and local admin-
istration. The State may, if it wishes, however, require the local unit to
bear & part of the administrative expenses.
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Sec. 7. Reimbursement by the State—The (local old-age-assistance agency)
shall keep such records and accounts in relation to old-age assistance as the
State welfare department shall prescribe. The State shall reimburse each
(county and district) to the extent of ______.___ of the amount expended for:
assistance for each aged person which has been granted under the provisions~
of this act and in accordance with the rules of the State welfare department.

Nore.—Since the Federal aid to the States for old-age assistance will:
probably be about one-half of the amount required, and one of the pre~-
posed Federal standards is “ substantial participation ” by the States, it is-
suggested that the State law might provide for the reimbursement of the-
local units by, say, three-fourths of the total amount. This would reguire-
the State to bear only about one-fourth of the total cost. Some States will
wish to pay a larger share, or even the entire amount matching Fedepal:
aid, This in entirely appropriate. The method of payment contained fw
this section is not required in the Federal bill. Any appropriate method
would conform to the Federal standards. If the State pays the entire
amount, this section and the two following would not be applicable.

Sec. 8. Claims for reimbursement—Claims for State reimbursement under
this act shall be presented by the respective (local old-age-assistance agencies)
to the State welfare department at such times and in such manner as the
department may prescribe, For the purposes of the annual departmental esti-
mates (for the executive budget), the probable amount needed for expenditure
by the State under this act shall be regarded as financial needs of the State
welfare department. (New York Laws, ibid., sec. 124—e.)

SEc. 9. Approval of claims—The approval of such claims shall be made by
the State welfare department to the extent of of the payments made in
accordance with the provisions of this act and the rules of the State welfare
department. The State welfare departmeunt shall certify to the (comptroller)y
the amounts so approved by it, specifying the amount to which each (county
or district) is entitled. The amounts so certified shall be paid from the State
treasury upon the audit and warrant of the (comptroller) to the fiscal officers
of the (counties or districts) entitled thereto from moneys available therefor
hy appropriation. (New York Laws, ibid., sec. 124-f.)

Sec. 10. Investigation of applicant.—Whenever a (local old-age-assistance
agency) receives an application for an old-age-assistance grant, an investiga-
tion and record shall be promptly made of the circumstances of the applicant.
The object of such investigation shall be to ascertain the facts supporting the
application made under this act and such other information as may be re
quired by the rules of the State welfare department. The (local old-age-assist-
ance agency) and the State welfare department shall have the power to isswe
subpenas for witnesses and compel their attendance and the production of
papers and writings, and officers and employees designated by the (local old-
age-assistance agency) or the State welfare department may administer oaths
and examine witnesses under oath. (New York Laws, ibid., partly from see.
124-g.) .

Sec. 11. Granting of assistance.——Upon the completion of such investigatiomr
the (local old-age-assistance agency) shall decide whether the applicant is
eligible for and should receive an old-age-assistance grant under this act, the:
amount of the assistance, and the date on which the assistance shall begin. It
shall make an award which shall be binding upon the (county or district) and’
be complied with by such (county or district) until modified or vacated. It
shall notify the applicant of his decision in writing. If an application is denied¥’
or the grant is deemed inadequate hy the applicant, he may appeal to the State
welfare department. The State welfare department shall upon receipt of such:
an appeal review the case. The State welfare department may also, upon its
own motion, review any decision made by the (local old-age-assistance agency}.
The State welfare department may make such additional investigation as it may
deem necessary, and shall make such decision as to the granting of assistance:
and the amount and nature of assistance to be granted the applicant as in its’
opinion is justified and in conformity with the provisions of this act. All de-
cigions of the State welfare department shall be binding upon the (county or’
district) involved and shall be complied with by the (local old-age-asslstance-
agency.) (New York Laws, ibid., sec. 124-h.)
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Seo. 12. Recipient shall not receive other public assistance—No person re-
ceiving an old-age-assistance grant under this act shall at the same time receive
any other relief from the State, or from any political subdivision thereof, ex-
cept for medical and surgical assistance. (Michigan Public Acts of 1933, Act
No. 237, sec. 25, and other State laws.)

Src. 13. Assistance may be paid to guaerdian.—If the person receiving old-
age assistance is, on the testimony of reputable witnesses, found incapable of
taking care of himself or his money, the State welfare department may direct
the payment of the installments of the old-age assistance to any responsible
{Jerso;n for his benefit. (Michigan Public Act, ibid., sec. 26, and other State
aws,

Sec. 14. Funeral expenses of pensioned person.—On the death of 'the recip-
ient of old-age assistance, reasonable funeral expenses not exceeding $100
may, subject to rules and regulations of the State welfare department, be paid
by the (local old-age-assistance agency) if the estate of the deceased is insuf-
ficient to pay the same and the persons legally responsible for the support of
the deceased are unable to pay the same. (Maine Laws, ibid., sec. 14, and
other State laws.) -

Nore—It ig not certain that Federal ald can be used for this purpose.

Sec. 15. Bubsequent increase of income~—If, at any time during the .con-
tinuance of old-age assistance the recipient thereof or the husband or wife
of the recipient, becomes possessed of any property or income in excess of the
amount enjoyed at the time of the granting of the asisstance, it shall be the
duty of the recipient immediately to notify the (local old-age-assistance agency)
of the receipt and possession of such property or income, and the (local old-
age-assistance ageney) may, on inquiry, either cancel the assistance or vary
the amount thereof in accordance with circumstances, and any excess assist-
ance theretofore paid shall be returned to the State and the (county or

“district) in proportion to the amount of the assistance paid by each respec-
tively, and be recoverable as a debt due the State and the (county or dis-.
triet). (California Acts, ibid., sec. 10, and other State laws.)

SEgo. 16. Revocation of aid.—If at any time the State welfare department has
reason to believe, by reason of a complaint or otherwise, that an old-age-
assistance allowance has been improperly granted, it shall cause an investiga-
tion to be made. If it appears as a result of any such investigation that the
assistance was improperly granted, the State welfare department shall immedi-
ately notify the local old-age-assistance agency that it will not approve any
payment made thereafter. (New York Laws, ibid., part of sec. 1241.) :

Sec. 17. Periodic review of assisiance gramis—All assistance grants under
this act shall be reconsidered from time to time, or as frequently as may be
"required by the rules of the State welfare department. After such further
investigation as the local old-age-assistance agency may deem necessary or
the State welfare department may require, the amount and manner of giving.
the assistance may be changed or the assistance may be withdrawn if such.

agency finds that the recipient’s circumstances have changed sufficiently to

warrant such gction. It shall be within the power of the local old-age-assist-

ance agency at any time to cancel and revoke assistance for cause, and it may

for cause suspend payments for assistance for such periods as it may deem

proper, subject to review by the State welfare department, as provided in:.
gection 11. (New York Laws, ibid., sec. 124-].)

Sec. 18. Change of residence of person. receiving old-age assistamce.—Any
person qualified for and receiving assistance hereunder in any county or
district in this State, who removes to another county or district in the State,
sliall be entitled to receive assistance under the provisions of this act after a
‘1-year residence in the county or district to which such person has removed,:
provided an agreement in writing has been entered into by and between the
‘two counties or districts concerned approving such transfer or removal, and
thereupon the county or district of first residence of such person shall
continue his assistance for 1 year and until the aforesaid residence has been
established by him in the second county or district. (Statutes of California,
1931, ch. 608, sec. 1815.)

Sec. 19. Reporis~—Each local old-age-assistance agency shall make  such.
reports and in such detail as the State welfare department may from time te

1
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time require, and shall transmit to the State welfare department upon its
request copies of the application and any or all other records pertaining to any
.case. The State welfare department ig hereby authorized and directed to

- make such reports and- in such detail as may be required of it to the Federal
Government, Within 90 days after the -close of each calendar year, the State
welfare department shall make a report-to the Governor for the preceding year,
which- ghall include a full account of the administration of this act, the
expenditure of all funds under this act, adequate and complete statistics con-
cerning old-age assistance within the State, and such other information as the
State welfare department may deem advisable.

SEo. 20. Assignability of assistance.—All assistance given under this act
shall be inalienable by any assignment or trangfer and shall be exempt from
levy or execution under the laws of this State, (New York Laws, ibid,, sec.
124-m, and other State laws.)

Seo. 21. Claims against the estate of assisted person.—The total amount paid
in assistance to the recipient of old-age assistance under this act shall be a lien
upon the estate of such recipient. On the death of a person receiving assistance
upder this act, or of the survivor of a married couple, both of whom were as-
sisted, the total amount paid as assistance shall be allowed and deducted from
the estate by the court having jurisdiction to settle the estate, and paid to the
State and the county (or district) 1n proportion to the amount of the assigt-
ance paid by each. The local old-age-assistance agency shall, under rules of
the State welfare department, require as a condition to granting assistance in
any case, that the applicant submit a properly acknowledged agreement to
reimburse the State and the county (or district) for all assistance granted.
In such agreement said applicant shall assign as collateral security for sald
assistapce, such part of his personal property as the local old-age-assistance
agency shall demand. At any time the local old-age-assistance agency may
execute and file with the appropriate local office in charge of public records a
certificate, in form to be prescribed by the State welfare department, showing
the amount of assistance paid to said person, and when so filed each said cer-
tificate shall be a legal claim against both the said person and his estate and
shall have the same force and effect as a judgment at law. The appropriate
local officer in charge of public records shall keep a suitable record of such
certificates without charging any fee therefor, and enter therein an acknowl-
edgement of satisfaction upon receipt of notice thereof from the local old-age-
assistance agency. All funds recovered under these provisions shall be allo-
cated to the county or district and to the State in the same proportion as the
assistance paid by each. No levy or lien shall be enforced against any real
estate of the recipient while it is occupied by the recipient’s surviving spouse
if the latter is not more than 15 years younger than the recipient and does not
marry again.

Sgc. 22. Assignment of property by recipient.—If the (local old-age-assistance
agency) shall deem it necessary, it may with the consent of the State welfare
department, require as a condition to the grant or continuance of assistance
in any case, that all or any part of the property of a person applying for aid
be transferred to said (local old-age-assistance agency). Such property shall
be managed under rules and regulations of the State welfare department by
said (local old-age-assistance agency), which shall pay the net income thereof
to such person; said (local old-age assistance agency) shall have power to sell,
lease, or transfer such property or defend or prosecute all suits concerning it
and pay all just claims against it and to do all things necessary for the pro-
tection, preservation, and mandgement thereof. If the assistance to such
person is discontinued during his lifetime, the property thus transferred to
the (local old-age-assistance agency) shall be returned to him subject to a lien
on such property for any sums paid to him as assistance under this act, or
the remainder of such property after deducting therefrom the sums paid to
him as assistance under this act shall be returned to him. In the event of
his death, the remainder of such property, after deducting therefrom the sums
paid him as assistance under this act, shall be considered as the property of
the beneficiary for proper administrative proceedings. The (local old-age-
assistance agency) shall execute and deliver all necessary instruments to give
effeet to this section. The (proper local public attorney) at the request. of
the (local old-age-assistance agency) shall take the necessary proceedings and
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:represent the (local old-age-assistance agency) in respect to any matters arising
ander sections 21, 22, and 23 of this act.

Note.—Since it is recommended that the State laws should not contain
property limits, these provisions for recovery in cases where there is
property are very important. Substantial amounts are recovered in States
following this procedure. The provisions for recovery will cause many
applicants with substantial property to withdraw their applications, and
since the assistance is recoverable, will avoid criticism of the assistance
to persons with small amounts of property. The Federal bill requires
that so much of the assistance as represents the Federal aid shall be made
a lien upon the estate of the recipient. The State may, if it wishes to
do s0, charge interest upon the amounts advanced as assistance, but this is
not recommended.

Sre. 23. Recovery of assistance payments—If at any time during the con-
‘tinuance of old-age-assistance allowance the (local old-age-assistance agency)
has reason to helieve that a spouse, son, or daughter liable for the support of
the recipient of assistance is reasonably able to assist him, it shall, after
notifying such person of the amount of the assistance granted, be empowered to
bring suit against such spouse, son, or daughter to recover the amount of the
assistance provided under this act subsegquent to such notice, or such part thereof
as such spouse, son, or daughter was reasonably able to have paid.

Note.—Interest may also be charged if desired.

Suc. 24. Expenses of act.—All necessary expenses incurred by a (county or
district) in carrying out the provisions of this act shall be paid by such {county
or district) in the same manner as other expenses of such (county or district)
are paid, subject to reimbursement by the State from appropriations made by
the legislature for this purpose. (New York Laws, ibid., sec. 124-n.)

Smc. 25. Fraudulent acts—Any person who by means of a willfully false
statement or representation, or by impersonation, or other fraudulent device,
obtains, or attempts to obtain, or aids or abets any person to obtain—

(1) Assistance to which he is not entitled ;

(2) Greater assistance than that to which he is justly entitled;

(3) Payment of any forfeited installment grant;

(4) Or aids or abets in buying or in any way disposing of the property of
the recipient of assistance without the consent of the (local old-age-assistance
agency) shall be guilty of a misdemeanor. (Minnesota Acts of 1929, sec. 15,
and other State laws.)

SEc. 26. Limitations of act.—All assistance granted under this act shall be
deemed to be granted and to be held subject to the provisions of any amending
or repealing act that may hereafter be passed, and no recipient shall have any
claim for compensation, or otherwise, by reason of his assistance being affected
in any way by such amending or repealing act. . (Maine Laws, ibid., sec. 22, and
other State laws.)

SEc. 27. Saving clause.—A person 65 years of age or more not receiving old-
age assistance under this act is not by reason of his age debarred from receiving
other public relief and care. (New York Laws, ibid., sec. 124-p.)

Seo. 28, Effective date—

The CuairmanN. The first witness this morning will be Charles H.

Houston, of Washington, D. C., representing the National Associa-
tion for the Advancement of Colored People.

STATEMENT OF CHARLES H. HOUSTON, REPRESENTING THE NA-
TIONAL ASSOCIATION FOR THE ADVANCEMENT OF COLORED
PEOPLE

Mr. HoustoN. Mr. Chairman, the National Association for the Ad-
vancement of Colored People regrets that it cannot support the Wag-
ner economic security bill (S. 1130). Tt approached the bill with
every inclination, if for no other reason than the fact that Senator
Wagner introduced it, to support it, but the more it studied the bill





