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PREFACE

This statement of unemployment insurance legislative policy and recom-
mendations for State legislation is a revision of the 1953 document,
Unemployment Insurance Policy, Benefits - Eligibility. It has been pre-
pared to meet the need for an up-to-date summary of legislative policy.
It is intended primarily as a general policy guide and reference tool
for the use of the staffs of the State employment security agencies and
the Bureau's national and regional offices who are concerned with the
preparation or review of legislative amendments to the benefit and
eligibility provisions of the State employment security laws. It is
hoped that the discussion will be useful also to labor and employer or-
ganizations and to other groups and individuals interested in unemploy-
ment insurance legislation,

A discussion of disqualifying income, which was included in the 1953
document, was not completed in time for release as part of this revised
statement. It will be issued at a later date. Policy statements on
other aspects of the employment security program, such as coverage,
financing, appeals, and administration, also need to be updated. The
Bureau plans to prepare and issue supplementary statements of policy on
these subjects,

Although the Manual of State Employment Security Legislation, revised
September 1950, is still the principal compendium of legislative

language, the illustrative benefit schedules in the commentary of the
Manual are now out of date and no longer suitable for reference purposes.
Accordingly, new benefit schedules and other technical discussions and
illustrations have been included in the Appendix of the revised statement,

Other legislative aids which should be consulted include Unemployment
Insurance Purposes and Principles, issued in December 1950 as 'a guide
for evaluating the main principles of unemployment insurance laws'’;
Adequacy of Benefits Under Unemployment Insurance, BES No. U-70(R),
issued in October 1958; and the Comparison of State Unemployment
Insurance Laws as of January 1, 1962, The first two documents include
criteria for appraising employment security laws; the third document
will supply information on the provisions of the State laws, Copies of
these documents are available from the Bureau of Employment Security,

October 1962
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I. INTRODUCTION

The most important aspects of benefits to a worker are how much does
he get, for how long, and what is required of him to get them. The
States have given diverse answers to these questions but all State
laws vary the weekly benefits with the claimants' prior wages. The
benefit formulas used in the States differ principally in the wage
base used to determine the weekly benefit--high-quarter wages, average
weekly wages, or annual wages. In each type of formula there are
arithmetical differences, i.e., differences in the proportion of wage
loss to be compensated and in the minimum and meximum weekly benefits
payable. With each type of formula, potential duration of benefits
may be uniform for all eligible claimants or may vary with prior
employment or wages; here also there are arithmetical differences in
minimum and maximum weeks and amounts of potential benefits and in
the relation of benefits to qualifying wages.

The policies discussed here concern the base period and benefit year
which constitute the framework of the benefit formula, the formulas
for determining weekly benefits for total and partial unemployment,
dependents’' allowances, duration of benefits, and qualifying wages.
While the various elements of the benefit formula are presented sepa-
rately, the interrelationship of gll elements, especially of the
weekly benefit amount, qualifying wages,and duration of benefits,
must be kept in mind. ]

This discussion of the benefit formula is followed by a discussion of
eligibility for benefits and disqualification from benefits.



II. BASE PERIOD AND BENEFIT YEAR

The base period and benefit year constitute the framework of the benefit
formula. Unemployment insurance can be thought of as term insurance.
Rights are established during the base period by workers in the labor
force, to be used in the event of their unemployment during their benefit
year. The base period is the period of the claimant's previous employ-
ment experience in insured work used as the base for determining if he

is "insured" under the program, his weekly benefit, and maximum annual
benefits. In all States except Wisconsin, the base period is related to
a later period, the benefit year, in which benefit rights based on the
claiment's base-period employment may be used. A base period is fixed
in relation to the beginning of a benefit year; once established, it
remains unchanged for the duration of the benefit year. Under most laws,
a determination of weekly benefit amount and maximum annual benefits,
once made for an individual, remains unchanged throughout the benefit

year.

Types of Periods

Both the base period and the benefit year are of two main types, "individual
and "uniform."

Individual periods.=--The individual benefit year, in most States, is a
l-year period beginning on the day with respect to which an individual
first files a new claim, providing he has sufficient wages to be insured.
In some States however, there are additional requirements a claimant must
meet (see page 5).

A variation which has been used is an individual benefit year beginning
with the calendar quarter in which a valid cleim is filed. Such a pro-
vision is not recommended, since it treats differently claimants whose
unemployment begins early and those whose unemployment begins late in a
calendar quarter. For example, a claimant filing in the last week of a
quarter would have an effective benefit year of 4O, rather than 52, weeks.
This may be an advantage or a disadvantage to a claimant depending on

the chance pattern of his unemployment and reemployment during the benefit
year.

Since the base period is related to the benefit year, an individual base
period is ordinarily related to the beginning of the claimant's unemploy-
ment. It is a characteristic of the individual base period that the
earnings used to compute benefit rights are relatively recent. For this
reason, the Bureau recommends the individual benefit year. The discus-
sion of lag between base period and benefit year (page'h) indicates
various types of individual base periods.



Uniform periods.-~In a few States, the benefit year begins for all eli-
gible claimants on the same day--i.e., the first day or the first Sunday
of a specified month--and continues until the corresponding day in the
next calendar year. A claimant who files a claim near the expiration of
a uniform benefit year does not have any opportunity to draw all the
weeks of benefits to which he may be entitled on the basis of his base-
period employment and wages. However, such e claimant would ordinarily
have benefit rights in the succeeding benefit year and could draw benefits
based on a new determination of his rights.

In the States which use a uniform base period, it is defined as the
calendar year preceding the beginning of the uniform benefit year.

Length of the Base Period and Benefit Year

The base period of 1 year (or 4 quarters or 52 weeks) used in all State
laws at present is recommended. A l-year base period usually reflects

an individual's recent year-round employment pattern. However, under
certain circumstances, it may not be representative of his normal attacn-
ment to the lgbor force. For example, an individual with a long history
of almost full-time employment may experience considerable unemployment
in a l-year period because of illness or recession and may not qualify
for benefits despite his work history and his current attachment. Without
changing the base period, it is possible to admit such an individusl to
benefits under an alternative qualifying requirement that tekes into
account his employment not only in the l-~year base period but also over
a longer period (see pagesp).

Although a number of State laws provide for a 52-week individual benefit
year, this type of period should not be used with a formula which pro-
vides for a h-quarter base period. Since the 52-week period is 1 or 2
days short of a full year, it can result, when one benefit year immedi-
ately follows another, in the inclusion of the same calendar quarter of
wages in each of the two base periods for such benefit years. (For a
further discussion, see page A-l.)

Since the end of a benefit year and the end of a benefit week do not
necessarily coincide, provision should be made for the allocation of
split weeks to a specific benefit year. This may be done by allocating
the weeks to a year by one of the following means: all weeks beginning
in the benefit year, or all weeks ending in the benefit year, or all
weeks of which four or more days fall within the year. Such allocation,
which is made necessary by the fact that the unit of payment in the pro-
gram is a week, should not change the ending or the beginning dates of
benefit years as fixed by statute. It is preferable to provide statutory
authority to handle this by regulation because administrative flexibility
is desirable,



Lag between Base Period and Benefit Year

Since unemployment insurance is designed to compensate wage loss, benefits
should be based upon comparatively recent wages-~i,e,, the lag between the
base period and benefit year should be as short as possible, As illus-
trated in Table 1 (page A-2), the lag varies widely with the type of
period used and the manner in which wage information is obtained. (For
discussion of a system of wage reporting that will permit reduction or
elimination of the lag, see page 6.)

Lag with individusl periods.=--Under the most common definition of an
individual base period (first 4 of the last 5 completed calendar quarters),
the interval between the end of the base period and the beginning of the
benefit year (3 months to 1 day less than 6 months) is intended to allow
time for the recording of all base-period wages prior to the beginning of
a benefit year., Such a provision allows a minimum lag of 1 quarter be-
tween the base period and the benefit year. Since wage reports are
usually received 1 month after the close of a quarter, they must be
processed in the remaining 2 months to be availeble by the beginning of
the quarter in which they may be needed for the computation of benefit
rights.

A few States allow 1 month more for wage processing by defining the base
period as the first 4 of the last 5 completed calendar quarters preceding
a benefit year which begins in the second or third month of any quarter
and the first U of the last 6 calendar quarters preceding a benefit year
which begins in the first month of any quarter. However, this permits

& lag period of T months during 4 months in the year, and a lag period in
excess of 6months is undesirable., For this reason, the Bureau recommends
against such a definition of the base period.

Lag with uniform periods.--The uniform calendar base year and a benefit
yvear beginning April 1 or July 1 involve a lag of 3 or 6 months between
the end of the base period and the beginning of a benefit year. This
means a lag of up to 15 to 18 months between the end of a base period
and the beginning of some claimants' unemployment. When uniform periods
are used, a claimant's weekly benefit may be based. on wages earned as
long as 2 years ago and is, therefore, unlikely to be realistic in terms
of his more recent wages.

In spite of the simplification involved in the use of the same year as
the base period for all claimants who file claims in a corresponding
benefit year, such a uniform period is not recommended for the following
reasons: (15 Wages used in the computation of benefits are more remote
and, therefore, less indicative of the claimants' degree of recent
attachment to the labor force than when a more recent base period is
used; (2) Claimants are affected unevenly, depending upon when their
employment began in relation to the beginning of the base period and
when their unemployment began in relation to the beginning of the benefit
year; (3) New entrants to the labor force must wait longer than when
individual periods are used before they are afforded the protection of



the program; (4) I new entrants earn less than the minimm qualifying
amount in their first uniform base period, these wages are lost for
benefit purposes. Under laws providing for individual periods, these
wages can be used in combination with later earnings as a basis for
benefits.,

Administratively, a uniform base period and benefit year build up a
peak load of claims at the beginning of the benefit year or just before
it. The new claims load goes up because, in addition to claims from
workers just becoming unemployed, the agency gets new claims from claim-
ants receiving benefits at the end of the old benefit year, from those
who exhausted their benefit rights in the o0ld benefit year and have re-
mained unemployed, and from those who were unemployed but not insured
in the old benefit year and may be insured in the new benefit year.

Definition of "Valid Claim" to Begin
an Individual Benefit Year

A valid cleim is a claim which establishes the beginning of an individual
benefit year., In most Stategit is merely a new claim filed by s claimant
who meets the employment and wage qualifications for benefits. The Bureau
recommends this definition of a valid claim under which a determination
of insured status 1s made for any worker - who files a new claim. This
determination is administratively time consuming and should be started

at once if it is to be available when needed for benefit pasyment. Pro-
visions found in some State laws which require that the individual must
meet other tests in addition to the moneteary requirement before he can
establish a benefit year are administratively undesirable, For example,
such a provision would be one requiring that the worker complete a week
of unemployment, that he be available for work, or that he be free from
disqualification. Under any of these provisions, the agency mst defer
action on the monetary determination until the payment is nearly or
already due or it must mske many conditional monetary determinations
that will never be used because, by the time claimants have met these
various requirements, their base periods have changed.

Provisions for Starting a Second Benefit Year

With uniform periods, a potential new benefit year begins for all
claimants receiving benefits at the turn of the benefit year. Eligible
cleimants can draw benefits in the second benefit year without inter-
ruption unless a waiting week is required (see page56). With individual
periods, a second benefit year does not begin until after the end of the
claimant's last preceding benefit year--a year which ordinarily began
with a period of unemployment. Claimants who exhaust their benefits must
wait until the end of the benefit year before they can begin a new benefit
year and draw benefits based on a new base period.

In States which cancel wage credits in certain disqualifying situations

(see page68), there mey be instances in which a benefit year is estab-
lished in which no benefits are psyable because all wage credits have

-5 -



been cancelled. The Bureau recommends that in such instances the
benefit year and base period be cancelled also. Then a new benefit
year can be started as soon as the claimant has sufficient qualifying
wages or employment. Such a provision serves a useful purpose in that
it helps to mitigate the extremely punitive effect of setting up a
period of 1 year in which all benefits are barred.

Request Wage Reporting

A small but increasing number of States have instituted a system of
requesting wage reports from employers for claimants only after they
file a claim. This system is termed "request wage reporting.” This
administrative change, eliminating the receipt of quarterly wage re-
ports from employers, has had far-reaching effects on the benefit
formula. It permits the reduction or elimination of the lag period
between the base period and the benefit year, and eliminates the
necessity of having a formula based on calendar quarters or a calen-
dar year.

The States having this system of reporting use a base period ending
either immediately before the benefit year, or within a short period
prior to it. Some States end the base period with the end of the last
calendar quarter preceding the benefit year (see Table 1, page A-2).
Any one of these definitions of base period has the advantage of using
more recent wage and employment data than would be available under a
system of quarterly wage reports.

The impact of request wage reporting is also felt in other aspects of
the benefit provisions, that is, the qualifying requirement and com-
putation of benefits. In some benefit formulas these provisions are
in terms of the claimant's weeks of employment in the base period (see
pagelli). Benefit formulas requiring data on weeks of employment are
not confined to the States that use a request reporting system. How-
ever, it is easier to obtain data on weeks of employment under such a
reporting system. A number of the "request reporting" States, but not
all, have benefit formulas that use weeks-of-employment data.

Certain concepts have been commonly associated with request reporting
systems but are not inherent in them. One of these is the '"per employer
determination"” system used in several of the States that first adopted
request reporting. Another is the punitive character of the disquali-
fication provisions that generally accompanied adoption of the system.
Still another 1s the postponement of the start of the benefit year
until the claimant is free of disqualification. The Bureau considers
these concepts undesirable and recommends that they be omitted.
Although not inherent, the association of these concepts with request
reporting is not merely coincidental., Under this system, it is easy
to obtain and use separation information concerning employment that is
remote from the current unemployment and its preceding separation from
work. The receipt of a separate report from each employer at the time
the claim is filed, showing both employment and separation informetion,

-6 -



tends to promote the idea of relating the worker to each of his prior
employers in turn as to his work record and the reason for separation,
rather than to his work record as a whole and to the reason for his
current unemployment.

Experience with the system in seversl States has shown that it is feasi-
ble to obtain timely wage information under a request reporting system
from the employers that are correctly listed by the claimant. Examination
of employer records indicates that these reports are ususally correct.
While claimants can generelly identify their base-period employers, it is
more difficult for those who work for many employers in the course of a
year--as, for instence, in the building trades. In these instances,
failure to identify all base-period employers may frequently result in

a loss of benefits, which would not occur under a system of quarterly wage
reporting. With request reporting, such losses cannot be eliminated
entirely, but the number may be reduced by competent claims interviewing.

In order to obtain accurate and timely reports and to reduce the delays
in benefits caused by late reports, the law should provide: (1) That
employers shall furnish each worker, upon separation, with a notice
showing the employer's name, account number, and the address where em-
ployment and wage records are maintained, and advising the worker that

he should keep such information because i1t will be needed when he files

a claim for benefits; (2) That, if the employer fails to file timely
reports, benefits shall be based upon the claimant's statement, supported
by such information as may be reasonably required under the individual
circumstances of the claimant, and that benefits pald on the basis of such
statements, in the absence of fraud, shall not be subject to repayment on
the basis of any redetermination based on later information; and (3) That
employers who fail to file timely reports shall be subject to a money
penalty for each report that is delinquent. In addition, the time limit
for filing reports should be set so that there is sufficient time to
receive the report and meke the determination before benefits are due.

Summary

From time to time, changes are made in State provisions for base period
and benefit year, for substantive or for administrative reasons. In
making such changes, the Bureau recommends:

1. That the lag between the base period and benefit year be as
short as possible, consistent with the benefit formula and
with administrative feasibility.

2. That the definition of a valid claim to begin a benefit year
not include requirements of unemployment, ability to work,
availability for work,or freedom from disqualification.
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That an individual, rather than a uniform, benefit year be
used.

That the benefit year and base period be limited to a year.

Thet under a formula using quarters for the base period the
benefit year be a year period, rather than 52 weeks.

That, when a benefit year is established in which no benefits
are payable because all wage credits have been cancelled

(see page 68), the benefit year and base period be cancelled
also.

That, in States using a system of request reporting, the law
provide (a) that employers be required to furnish separated
workers with written notices which show the employer's firm
name, registration number, and reporting address; (b) that
the time limit for employer reports be set so as to permit
timely benefit payments; (c) that the agency be authorized
to compute and pay benefits on the basis of information fur-
nished by the claimant in cases where an employer's report is
delayed beyond a specified time and that, in the absence of
fraud, repeyment of such benefits not be required; and (d)
that a money penalty be required of employers who do not
furnish wage and employment information promptly.



III. PAYMENTS FOR WEEKS OF TOTAL AND PARTTAL UNEMPLOYMENT

The unit of payment is the benefit for a week of total unemployment.
However, since underemployment as well as total unemployment may result
in serious wage loss, unemployment insurance laws should provide for pay-
ment of benefits for partial as well as for total unemployment.

Definition of Week of Unemployment

The week has been accepted as the period for measuring the existence of
unemployment and for paying benefits for unemployment. Since the dis-
tinction between total and partial unemployment is one of degree, one
definition of a week of unemployment can serve all purposes with no
statutory differentiation between total and partial unemployment. }/

Under most of the current Stale laws, an individual is unemployed in any
week if he meets certain tests: (1) if he does not wark or works less than
full-time work for an employing unit; and (2) if any wages that are pay-
able to him are less than his weekly benefit amount, or less than his
weekly benefit amount plus a specified dollar allowance. This defini-
tion does not distinguish between the individual who is totally unem-
ployed and without wages, the one who has no regular job, but picks up
some work and earnings, and the individual who has not been separated
from his regular employment but has had his hours cut and his wages sub-
stantially reduced. If the claimant's earnings in a week of less than
full-time work are less than the earnings limit specified in the defi-
nition of week of unemployment, he is unemployed and, if he is otherwise
eligible, he will receive a benefit. As soon as his weekly earnings
equal or exceed this earnings limit, he is no longer considered unem-
ployed and, accordingly, no longer entitled to any part of his weekly
benefit.

The earnings 1imit should be set higher than the weekly benefit amount.
The shaxp drop in income that results under the existing partial benefit
formulas, when the earnings limit is set at the claimant's weekly benefit
amount, acts as a deterrent, rather than an incentive, to seek any sub-
stantial emount of part-time work. (See page 12. and illustrations in
Part I, table 2, pages A-4 and A-5.)

In order to achieve the objectives of the partial benefit provisions,
the earnings limit in the definition of week of unemployment should

1/ " Different requirements as to filing claims and registration for work
are necessary in cases of claimants partially unemployed, totally un-
employed, or totally unemployed except for odd Jobs. These, however,
are matters of administrative detalil, in which discretion and flexi-
bility are desirable, and they can be handled more readlly by regula-~
tion than by statute.



(a) be set high enough to give the claimant a real incentive to work as
much as he can, but not so high that he will continue to draw benefits,
however small, when his total income (earnings plus the partial benefit)
approaches too closely his full-time wages; and (b) be related to the
earnings allowance provided in the formula for computing the benefit for
partial unemployment so that, at the cutoff point, the loss in benefit
payment and total income would be small. (see pages 13 to 15 and the
alternative formulas illustrated in table 24, pages A-10 and A-11l. See
also pages 15 and 32 for a discussion of dependents' allowances and
partial benefits.)

Weekly Benefit Amount for Total Unemployment

The weekly benefit amount for total unemployment under all State laws
veries with the claimant's prior wages. It is generally accepted that
weekly benefits should be less than weekly wages--in fact less than take-
home pay--to give clsimants an incentive to return to work. On the other
hand, benefits should be adequate to enable claimants to maintain them-
selves between jobs.

What is an adequate benefit?--If the progrem is to accomplish its purpose
--to provide real security sgainst the hazard of unemployment--the weekly
benefits should be sufficient to cover the basic necessities of most
clainmants and their families without requiring them to resort to relief
or to reduce substantially their level of living while drawing benefits.
Items which must be met, whether or not a worker is employed, are food
and rent, heat and utilities, and medical care. Over short periods, pur-
chase of clothing may be deferred, but claimants cannot be expected to
reduce substantially the amount they spend for food, or to move to less
expensive quarters, or to neglect an illness or injury requiring medical
care, while they are temporarily out of work. The proportion of wages
spent for these items is, of course, higher for workers with low earnings
and for workers with dependents than for high-paid workers and for workers
without dependents. Some benefit formules reflect these facts by giving
low-paid workers a higher proportion of their wages as weekly benefits
and by giving claimants with dependents an allowance for the dependents
in addition to the basic weekly benefit. (See pages 29-34 for a dis-
cussion of dependents' allowances.)

Wage base and wage loss to be compensated.--In the formulas currently
used, the weekly benefit amount is based on the highest quarterly wages
in the base perilod, or on average weekly wages, or on total base-period
wages. The systems are so diverse that they must be discussed separsately
(see pages 17-28). However, all formulas provide a minimm and maximum
weekly benefit for total unemployment. Between thilis minimm and maximm,
the formulas yleld a specified uniform proportion of wages, or propor-
tions varying with wage levels. There is general agreement that weekly
benefits, exclusive of dependents' allowances, should replace at least

50 percent of wages.
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Minimum weekly benefit.--In all systems, the minimum weekly benefit that
any claimant may draw for a week of total unemployment is specified in

the law. The minimum weekly benefit ordinarily represents a larger pro-
portion of the minimum amount of wages required than do the higher amounts.

The minimum puts a floor on benefits. It is important that this floor
should be high enough so that any worker who can qualify for benefits will
recelve a benefit that will be of some real help, even though the effect
of the minimum may be to exclude from benefits some workers who have a
bona fide attachment to the labor force.

The minimum amount should be related to the wage levels in the State and
to the minimum qualifying wages. Because of the wide variation in wage
levels in the various sections of the country, the minimum weekly benefit
amount should vary among the States. A minimum appropriate in a high-
wage State would come too close to full-time weekly earnings of some
beneficiaries in a low-wage State. Moreover, because of the relation-
ship of the minimum weekly benefit amount and the qualifying requirement
in a number of State laws, an unduly high minimum benefit amount might
result in a minimum qualifying requirement which eliminates from benefits
a significant segment of low-wage workers. The minimum should be related
to the weekly wages of the lowest wage groups in the State for which the
unemployment insurance program is considered appropriate. Even at the
minimum, there should be some relationship between the benefit amount and
the earnings of those claimants entitled to it.

Maximum weekly benefit.--The maximum weekly benefit amount payable to any
individual puts a celling on benefits. Where the maximum is set is im~
portant because claimants with wages higher than those required for the
maximunm weekly benefit receive a progressively smaller proportion of
their wage loss. For example, if the maximum benefit is $h0 for wages

of $80 or more, the claimant who barely qualifies for the maximum re-
ceives 50 percent of his wages while one with weekly wages of $100 re-
ceives only 40 percent.

The maximum weekly benefit should be set at a level which will permit

the great majority of workers to receive a weekly benefit amount repre-
senting- that percentage of their wage loss which the formula intends to
compensate. If any worker earning more than the average wage in covered
employment in the State is to be coupersated for 50 percent of his wage
loss, the maximum must be set at a level higher than one-half of such
average wage. A benefit amount of 50 percent for the great majority of
covered workers would be attained if the maximum weekly benefit is set

at an amount equal to two-thirds of the average weelly wage in employment
covered by the State law. Such average weekly wage should be computed by
dividing all wages paid for such covered employment (including amounts not
subject to contributions under the State law) during the most recent 12-
month period for which data are available by a figure representing 52 times
the average of monthly employment reported by employers for the same period.
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In States with dependents' allowances, the allowance should be in addi-
tion to the computed maximum weekly benefit amount.

Flexible maximum benefit.--During the period that unemployment insurance
laws have been operating, wages have increased markedly and it has been
necessary to increase the maximum weekly benefit from time to time merely
to maintain the relationship between the maximum benefit and the wage
levels in the State, as measured by the average weekly wages of covered
workers. Because of this, the Bureau recommends that the State law ex~
press the maximum weekly benefit, not as a stated dollar amount, but as
a fraction of the State average weekly wage in covered employment, to be
recomputed on a specified date at least once each year. Under this type
of provision, the maximum is automatically adjusted to reflect changes
in wage levels and is, therefore, always current without the necessity
of repeatedly seeking remedial legislation.

Rounding of weekly benefit amounts.--Instead of paying benefits in the
amounts actually computed, such as $17.53 or $25.42, most formulas round
fractional dollar amounts to whole dollar amounts, either to the next
higher or to the nearest dollar. Such rounding reduces the number of
different amounts for which checks must be written, and simplifies the
mechanical processing of benefit checks and accounting controls. The
amounts paid still represent an approximation of the percentage of wage
loss compensated. A formula with rounded amounts can be expressed in
tables of weekly benefit amounts by wage brackets, as is done in the
benefit tables in the appendix. Such tables simplify administrative
determinations on claims and make it easier for claimants to understand
their rights and to check their benefit determinations.

Weekly benefit amounts are generally rounded to one-dollar intervals.
Intervals of less than one dollar do not permit the maximum administra-
tive advantages of rounding. Intervals of more than two dollars are not
desirable since they accentuate wide differences in weekly benefits pay-
able to workers with only slight differences in their earnings. Ordi-
narily, rounding the computed weekly benefit amount to the next higher
dollar instead of the next lower or the nearest dollar is desirable be-
cause then no claimant has his computed benefit amount reduced by the
rounding.

Payments for Weeks of Less than Total Unemployment

The partial benefit provisions are intended not only to provide a measure
of income maintenance for claimants who are employed at less than full
time through no fault of their own, but also to give them an incentive
to take less than full-time work. The Bureau's previous recommendations
and the various State provisions for partial benefits fail to provide an
adequate incentive for seeking and retaining part-time work.
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Characteristics of existing formulas.--The failure of the existing formulas
is due primarily to the fact that each dollar of earnings in excess of

the partial earnings allowance (the amount of earnings disregarded in
computing the partial benefit) is deducted from the claimant's weekly bene-
fit amount. This dollar~for-dollar reduction results in two situations
that reduce the incentive to seek any substantial amount of part-time work.
First, as soon as the claimant earns the amount of the earnings allowance,
his total income (partial benefit plus earnings in part-time work) remains
unchanged, despite additional part-time earnings, until he ceases to be
unemployed and is no longer eligible for any benefit. Second, when he
ceases to be unemployed because his part-time earnings have reached his
weekly benefit amount, his total income drops sharply.

These two features of the present partial benefit formulas are illustra-
ted in the following examples (taken from table 2, pages A-L to A-6) in
which the claimant's weekly benefit amount is $40. In illustration I(a),
the claimant's total income increases with each dollar of earnings until
he earns $10 (the amount of the earnings allowance); thereafter his income
remains fixed at $50, until he earns $40 in part-time work, at which point
he ceases to be unemployed. At this point, an additional dollar of earn-
ings results8 in a loss of $10 in income.

When the earnings allowance is set at one-half of the weekly benefit
amount, as in illustration I(b), the claimant's total income rises to
$60 ($40 plus $20) and then remains fixed at $60 until he ceases to be
unemployed because his earnings equal his weekly benefit amount. At this
point, one additional dollar of earnings resultg in the loss of $20 in
income. Thus, under this type of formula, the more liberal the earnings
allowance, the greater the drop in income when the claimant ceases to be
eligible for a partial benefit.

A third type of formula (shown in illustration I(c) in table 2, page A-5)
provides benefits only in amounts of one-half of the weekly benefit (if
part-time earnings exceed one-half weekly benefit'amount) or the full
weekly benefit (if part-time earnings are less than one-half weekly bene-
fit amount). This formula results in a sharp decline in total income at
two points: when the part-time earnings reach one-half the weekly bene-
fit amount and again when they reach the full weekly benefit amount, at
which point the claimant is no longer unemployed.

The sharp decline in income when the claimant ceases to be unemployed
does not occur in all of the existing formulas. For example, in illus-
trations II(a) and II(b), table 2 (page A-6), the decline in income has
been eliminated by providing, in the definition of unemployment, that an
individual is unemployed as long as his earnings in part-time work are
less than his weekly benefit amount plus the amount of the partial earn-
ings allowance. However, as in most of the other formulas, because each
additional dollar of earnings is deducted from the weekly benefit amount,
his income remains unchanged from the time his earnings equal the amount
of his earnings allowance until he ceases to be unemployed.
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For a detailed analysis of the various types of formulas for computing
partial benefits, see pages A-3 to A-13.

A new type of partial benefit formula.--A more effective incentive for
claimants to accept part-time work is provided when the amount of earnings
to be disregarded in computing the partial benefit is stated as a fraction
of earnings or, preferably, a fraction of earnings in excess of & small
initial earnings allowance. For instance, as shown in Example I, below,
if one-third of earnings is disregarded, as the worker's earnings rise,
the benefits decrease gradually, until the earnings are approximately
1-1/2 times the worker's weekly benefit amount (or, assuming that the
weekly benefit amount represents half of the claimant's normal weekly
wages, three-quarters of his weekly wages) .

EXAMPLE T
Part-time earnings 0 $9 $18 $27 $36  $45  $54  $60
Weekly benefit payment $40 3k 28 22 16 10 L 0
Total income $40 $43  $h6 49 $52  $55 $58  $60

A variation of the foregoing formula combines the advantages of the flat
earnings allowance with those of a fraction of earnings. For example,

as shown in the following illustration, if the partial benefit is conm-
puted by disregarding the first $5 of part-time earnings plus one-fourth
of earnings in excess of $5, the partial benefit decreases gradually as
total income rises, up to the point at which the claimant is no longer
unemployed~-in this instance, approximately 1-1/2 times his weekly benefit
amount .

EXAMPLE II
Part-time earnings 0O $9 $18 $27 $36 $h5  $54  $60
Weekly benefit payment $4O 37 31 ol 17 10 L 0
Total income L0 $h6  $ho  $51  $53  $55 $58  $60

This type of formula has an administrative advantage over the formula

in Example I because it disregards negligible amounts of wages. By dis-
regarding the first few dollars of wages, it also provides a greater ini-
tial incentive for the claimant to start looking for part-time work. For
instance, in Example I, $6 of the first $9 of earnings is deducted from
the weekly benefit amount, whereas in Example II only $3 of the first $9
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is deducted. Correspondingly, of the first $18 earned in part-time work,
the formula in Example I would deduct $12, and, in Example II, only $9
would be deducted. The deductions in Example II increase graduzlly as
part-time earnings increase, so that at the higher amounts, the partial
benefit would be the same under both formulas. (See table 2A, Parts I
and II, pages A-10 and A-11.)

To assure that total income will increase gradually and that at no point
will additional earnings result in a substantial loss in income, the
formula must relate the initial earnings allowance and the fraction of
earnings to be disregarded to the point at which the worker ceases to

be unemployed. A simple equation for achieving the necessary balance
between these two factors is described in the appendix (pages A-9 and
A-12). By means of this equation, States considering this new type of
partial benefit formula can experiment with different initial earnings
allowances, different fractions of earnings to be disregarded over and
above the initial earnings allowance, and different levels of income at
which the claimant would cease to be considered unemployed--the so-called
"partial earnings limit."

The partial earnings limit in the definition of week of unemployment
should be established at substantially more than the claimant's weekly
benefit amount but, at the same time, sufficiently below his usual full-
time earnings that it will provide an incentive to seek full-time work.

In selecting the partial earnings limit, particular attention must be
given to the extent to which the weekly benefit amount for total unem~
ployment represents more than one-half of the claimant's full-time weekly
vages~~either because of the fraction of wages that has been used in com-
puting the benefit amount or because of the addition of dependents' allow-
ances (see discussion below and on page 32).

In constructing a formula for computing partial benefits, consideration
should also be given to the wage and employment patterns in the industries
and occupations in which workers who are normally employed in full-time
work may, when unemployed, seek part-time employment, and the possible
effect of the formulas under consideration on the incentive of such workers
to seek part-time work. The State will wish also to weigh the administra-
tive considerations of the various alternative formulas. ’

Partial benefits and dependents' allowances.--Whether or not dependents’
allowances are included in the benefit formula, a week of unemployment
should be defined as a week in which the claimant's earnings are less

than a stated multiple of his basic weekly benefit amount. (See page 32.)
Then all claimants with the same wage and employment history will have

the same partial earnings limit, regardless of the number of their de-
rendents. However, to the extent that the dependents' allowance results

in a weekly benefit amount that approaches too closely the claimant's full-
time weekly pay, a provision for dependents' allowances may impede the
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adoption of an effective formula for determining partial benefits. It
may be necessary in this situation to make a choice between (l) limiting
the amount of the dependents' allowance when the part-time earnings get
t0o close to the partial earnings limit or (2) setting a lower partial
earnings limit for all claimants. From the standpoint of equity and an
effective benefit formula, the former choice would seem more appropriate.

Summaxry
The Bureau recommends:

1. That the minimum weekly benefit be related to the weekly wages
of the lowest wage group in the State for which the unemployment
insurance program is considered appropriate.

2. That the maximum weekly benefit be set at a level at which the
great majority of workers would be compensated for 50 percent
of their wages; a maximum equal to'2/3 of the average weekly
wage in covered employment in the State would achieve this
objective.

3. That the maximum weekly benefit be defined by statute as 2/3
of the average weekly wage in covered employment in the State,
so that it will change automatically with changes in the average
weekly wage increases, i.e., a "flexible maximum."

. That statutory provision be made for rounding to the next
higher dollar weekly benefits for total and partial unemploy-
ment which are not whole dollar amounts.

5. That "week of unemployment"” be defined in terms of less than
full-time work with earnings less than a stated multiple of the
claimant's weekly benefit amount.

6. That the earnings allowance in the partial benefit formula
provide an effective incentive to work by allowing total income
to increase gradually as the claiment's part-time earnings in-
crease up to and including the point at which he ceases to be
unemployed..
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IV. HIGH-QUARTER-WAGE FORMULA

Early unemployment insurance laws in this country based the weekly
benefit amount on full-time weekly wages. Because of administrative
complications in obtaining and processing reports of wages and hours
week by week, and of determining each ¢lsimant's full-time wage, the
high-quarter formula was developed on the theory that a fraction of
wages 1n the high quarter approximates a full-time weekly wage. Most
of the States continue to use the high-quarter benefit formules. Many
features of these formulas have become "set" and in diverse patternms.
In some States, there are proposals for supplanting high-quarter formu-
las with others. However, many of the criticisms made of the high-
quarter formulas are not criticisms of the formula itself; they are
more concerned with such items as inadequate qualifying requirements
or long lag between base period and benefit year, which can be changed
without changing the type of formula.

The calendar quarter was selected as the base for determining weekly
benefits largely because it could take sdvantage of the quarterly pat-
tern of wage reporting previously established for tax purposes for both
the unemployment insurance and the Federal old-age and survivors insur-
ance programs. The unemployment benefit is based on that quarter of the
base period in which wages were highest, which is generally assumed to
represent a quarter of full or nearly full employment for most insured
workers.

The calendar quarter of highest earnings, however, does not always
reflect a worker's full-time weekly wage. Many workers experience some
unemployment in the quarter, either because of general economic condition
or condlitions in given industries and geographical areas; others lose
wages because of personal interruptions of work by illness or family
responsibilities. This fact of unemployment within the high quarter
must be given consideration in determining what fraction of high-quarter
wages should constitute the benefit payment. The weekly benefit amount
should not be determined on the assumption that all clsimants have had
full employment during their high quarter; i.e., the average weekly wage
should not necessarily be assumed to be 1/13 of high-querter wages.

It should be clear that the high-quarter formula does not attempt to
base benefits on the individual claimant's average weekly wage in weeks
worked within the high quarter. It seeks to approximate a benefit based
on full-time weekly wages by basing each claimant's benefits on the best
quarter's experlence in his base period.

Relation of High-Quarter Provisions to
Other Elements in the Benefit Formula

With the high-quarter-wage benefit formulas, either individusl or uniform
base periods and benefit years (see page 2) can be used. Virtually all
high-quarter States now use the individual base period and benefit year.
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Although the high-quarter formule w3 originally devised to utilize
quarterly wage reports, it can also be used with a system in which wage
information is requested from employers only as needed for benefit de-
terminations (see page 6). A few high-quarter States now obtain wage
reports on a request basis to reduce the lag between the base period
and benefit year.

High-quarter formulas may use any type of qualifying wage requirement--
a specified number of weeks of employment in the base period, a flat
dollar amount, a multiple of the weekly benefit, a multiple of high-
quarter wages, or a combination of these requirements--as a prerequisite
for benefits (see page 44). The formulas that require wages in more
than one calendar quarter are preferable to flat amount qualifying wage
requirements.

The duration of benefits may be uniform for all eligible claimants or
maximum potential benefits in a benefit year may be limited to a propor-
tion of the claimant's base-period wages (see page 36).

Construction of High-Quarter Formulas

Weekly benefits under these formulas ordinarily asre computed directly
from high-quarter wages, without computing the weekly wage in the high
quarter. The first high-quarter formulas computed weekly benefits as
1/26 of high-quarter wages on the assumption that the high-quarter wages
represent 13 weeks of employment and the weekly benefit amount should be
half of weekly wages. Obviously many claimants do not have 13 weeks of
employment in their high quarter. Hence many States have used fractions
more liberal than 1/26 or have developed weighted schedules. A high-
quarter formulas does not purport to give all claimants the same propor-
tion of their average weekly wage in weeks worked. It can be devised to
provide at least a minimum percentage of weekly wages for all claimants
having at least some specific number of weeks of employment. As shown
in the following tabulation, a 1/20 formula will give 50 percent or more
of weekly wages to all claimants who had 10 or more weeks of employment
in their high quarter. A 1/26 fraction will give 50 percent of weekly
wages only to claimants who had full 13 weeks of employment intheir best
quarter and only 38 percent of weekly wages to a claimant who had only
10 weeks of work.

Claimant's weeks Weekly benefit amount expressed as a percent
of employment in of claimant's weekly wage in high quarter, in
high quarter formula with high-quarter fraction of:
1/20 1/23 1/ 1/26
10 50 43 Lo 38
12 60 52 50 L6
13 65 o7 5k 50
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The weighted high-quarter formula, which is used by a number of States,
is based on the rationale that claimants with low earnings in their
high quarter need a more generous benefit in relation to their earnings.
The larger fraction for low income workers recognizes that a larger
proportion of earnings is needed at these levels, whether the low level
was due to underemployment or to low wage rates. When the low earnings
are due to low wage rates, a larger proportion is needed for nondefer-
rable expenses. When the low earnings are due to underemployment, a
higher fraction of the high-quarter earnings is needed to arrive at the
desired fraction of weekly wages.

The weighted schedules are so designed that the high-quarter fraction
decreases gradually as the quarterly wages increase from a liberal
fraction, usually 1/20 or more at the lowest wage bracket, dropped to
1/24 or 1/26 at the highest wage bracket.

In proposals extending a weighted benefit schedule to provide a higher
maximum weekly benefit amount, there sometimes is a tendency toward
progressively smaller fractions in the high wage brackets. The high-
quarter fraction should be maintained at not less than 1/26 at all
wage brackets. A smaller fraction, such as 1/28, is undesirable be-
cause it can yield a weekly benefit equal to 50 percent of normal
weekly wages only for those few workers whose reported high-quarter
wages include pay checks for 14 weeks of work or unusually high earn-
ings because of substantial amounts of overtime pay. It cannot be
assumed that the high-quarter earnings of claimants at the higher bene-
fit levels are inflated. Reducing the high-quarter fraction for all
workers in the higher wage brackets is not justified by the fact that
workers in some industries or occupations receive extra pay from time
to time.

Some Recommended Schedules

High-quarter formulas illustrating the principles accepted by the
Bureau are shown in Tables 3 and 4 of the Appendix.

Formula A gives all claimants with weekly benefit amounts between the
minimum and maximum the same proportion of their high-quarter wages
(1/20). Formula B illustrates the weighted schedule, with the weekly
benefit varying from approximately 1/18 of high-quarter wages for the
lower benefit amounts to 1/24k for the maximm benefit. '

For purposes of illustration, the maximum benefit in these schedules
has been set at two-thirds of the U. S. average weekly wage in covered
employment during 1961 ($95.53). The same relationship should be main-
tained in adjusting the maximum benefit to the average weekly wage of
the State for which the formula is being adapted. The minimum benefit
of $10, which has been used in each of the schedules, is the minimum
amount currently provided in most of the States. It, too, should be
adjusted upward or downward in relation to the weekly earnings and
employment patterns of the lowest wage earners the program intends to
protect.
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Summary

The Bureau recommends, as a guide in considering legislative proposals
on the high-quarter-wage formila:

1. That evaluation of State experience under the formuls be based
on a study of the entire benefit formula, i.e., the interrela-
tionship between the fraction of high-quarter wages used in
computing the weekly benefit, qualifying requirements at all
levels, duration of benefits, length of the lag between the
base period and benefit year, and the effectiveness of the
various elements in meeting the objectives of the State
program,

2. That, instead of substituting another type of benefit formla
because of the ineffectiveness of one or more of its elements,
the necessary changes be made in such elements.

3. That, in recommending amendments, attention be given to assure
that the changes will result in a formula that is internally
consistent.

L, That, in extending weighted formulas to provide higher maximum
weekly benefit amounts, the fraction used in computing the bene-
fit amounts be maintained at not less than 1/26.

5. That changes in the benefit formla be governed by their effec-
tiveness in advancing the objectives of the program.
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V. AVERAGE-WEEKLY-WAGE FORMULA

An sverage-weekly-wage formula, which is in use in a small but increas-
ing number of States, bases weekly benefits on actual average weekly
wages in the weeks worked during the base period or some part of it.
This formula does not attempt to base benefits on full-time weekly wages.
It does, as a general rule, eliminate weeks of inconsequential work and
earnings so that the average weekly wage may more nearly approach the
claimant's normal weekly wage. Whether these formulas yield an adequate
benefit in relation to the reguler weekly earnings of all groups of
claimants depends on the basic elements of the formula--the definition
of week of employment, the method of computing average weekly wage, and
the percentage of the average weekly wage used to compute the weekly
benefit. The various ways in which States using the average-weekly-wage
formula have defined these elements and the effect of these definitions
on the weekly benefit are discussed n the following sections.

Relation of the Average-Weekly-Wage Provisioné
to Other Elements in the Benefit Formula

The average-weekly-wage formula uses an individual base period and bene-
fit year (see page 2). The base period is generally the 52-week period
ending not more than a week or two prior to the beginning of the benefit
year. However, a k-quarter base period can be used,and in this instence
a full year, rather than 52 weeks, should be used #8 a benefit year

(Por a discussion of the effect of a 52-week benefit year, see page 3.

The duration of benefits may be uniform for all eligible claimants or
may vary in proportion to the number of weeks of employment in the base
period (see pages 36 and 37 ). In States using the "per-employer" system
of benefit determination, the duration of benefits varies with the number
of weeks of employment with each employer (see page23).

All these formulas take into account employment and wages with all base-
period employers in determining whether claimants meet the qualifying
requirement. This requirement is usually expressed in terms of weeks of
employment excluding those weeks in which wages fall below a specified
level (see page 45).

Construction of the Average-Weekly-Wsge Formuls

The method of deriving the average weekly wage varies. As illustrated
in the following discussion of the several patterns for computing the
average weekly wage which have been used by the States, the extent to
which weeks of low earnings are included in the computation is an
important factor.

Average weekly wage in the base period.--This method of camputation
produces an average weekly wage that is representative of the individ-
ual's earnings history over the entire 52-week base period, excluding




weeks in which he earned less than the specified minimum amount. In
periods of declining business activity, averaging wages over the most
recent l-year period can lead to depressed benefit amounts, reflecting
considerable underemployment. If the claimant had many weeks of low
earnings, his average would be considerably less than his normal weekly
wage. For example, a claimant who had 20 weeks of work at a full-time
weekly wage of $80, plus only 2 more weeks of work, but at half-time
pay, would have an average weekly wage of $76.36; but an individual with
the same number of weeks at the same full-time wages, who was kept on at
half pay during the remainder of his 52-week base period, would have an
average weekly wage of only $55.38.

One definition of average weekly wage eliminates as "credit weeks,"

that is, weeks to be used in the computation, those weeks in which
earnings are below the specified minimum amount, but includes the dol-
lar amount of earnings in such weeks in the computation. The average
weekly wage is obtained by dividing total base-period wages by the num-
ber of credit weeks. This definition of average weekly wage can give

8. result that is unrealistic and it is not recommended. The wages in
those weeks of low earnings that are excluded from the count of weeks
should also be excluded from the dollar total of earnings. The follow-
ing exsmple illustrates the undesirable result that could come from

this definition: Where "credit week"” is defined as a week of employment
with earnings of at least $20, an individual qualifying on the basis of
20 credit weeks and earnings of $50 a week may also have 32 weeks of $15
a week; his aversge weekly wage would be computed by dividing his total
annual earnings ($1,480) by his credit weeks (20) and would have an aver-
age weekly wage of $74 although he never earned more than $50 in any week
of employment.

Average weekly wage with the last employer.--Another method computes the
claimant's average weekly wage with the last employer who employed him
for at least the number of weeks required to qualify for benefits. In
this type of formula, a claiment who has less than the specified amount
of employment with his most recent employer has his weekly benefit
determined on the basis of all his base-period employment and wages.

Computing the average weekly wage with the last employer is advantageous
to the claimant during periods of rising wages and low unemployment.
However, it tends to be disadvantageous when unemployment is high in the
latter part of the base period and workers are forced to accept work at
lower weekly wages. Another disadvantage is that a claimant who worked
concurrently for two employers during his base period for at least the
specified number of weeks and is then laid off by both employers is
allowed a benefit based only on the wages with the employer who laid
him off last., The benefit in such cases does not reflect his normal
weekly esarnings. This defect makes this method of computing the average
wage distinctly disadvantageous during a period when many workers work
concurrently for two or more employers.
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Average weekly wage in weeks worked in high quarter.--This method of
computing the average weekly wage uses only the weeks worked in that
quarter of the base perlod in which the claimant received the most
wages. Since high-quarter earnings generally represent the individual's
highest weekly earnings and fullest employment, a weekly benefit computed
as one-half or more of such an average weekly wage will usually yield a
more liberal benefit than that provided in most of the other formulas.
By using the guarter of highest earnings, the method eliminates the need
to exclude weeks of inconsequential earnings because the number of such
weeks in an individual's quarter of highest earnings is likely to be
small. However, for purposes of the qualifying requirement--as well as
for duration of benefits unless uniform duration is provided--some type
of earnings limitation should be included in the definition of "week of
employment."

Average weekly wage with each employer: '"per-employer determination.”--
Under a system of per-employer determinations, an average weekly wage is
computed for each base-period employer, and both a benefit amount and a
duration are computed on the basis of earnings and weeks of employment
with each employer. These determinations are made successively, begin-
ning with the last employer. The claimant first draws all the benefits
to which he 1s entitled on the basis of his record with the last base-
period employer. For subsequent weeks of unemployment, the weekly bene-
fit amount and the duration of payments at that amount are computed on
the basis of his earnings and weeks of employment with the next preceding
employer. Weekly benefits for some claimants will vary several times
within a single spell of unemployment. The benefit formula and the exper-
ience-rating formula are interrelated so that the limit of what may be
charged to an employer's experience-rating account also sets the limit of
what may be paid to the worker. Thus, the benefit formula as well as the
eligibility and disqualification provisions is made dependent on the
experience-rating formula. (For discussion of the relationship to the
eligibility and disqualification provisions, see page 67.)

The system of per-employer determination of weekly benefits and of dura-
tion of benefits does not seem appropriate in a pooled-fund system of
unemployment insurance in which all money in the unemployment fund is
"commingled and undivided" snd benefits are paid to any eligible cleimant
as long as there is money in the State fund, regardless of the balance in
the experience-rating account of the employer to be charged.

Obviously a system of per-employer determinations raises no special prob-
lems for the claiments who had only one employer and does not differ, for
these claiments, from other average-weekly-wage formulas. However, many
claimants have two or more employers and, for these, the following disad-
vantages are cited:

Benefit rights for each claimsnt who had employment with more than
one base~period employer must be separately computed for each base-
period employer until the claimant has drawn the maximum potential
benefits. Some claimants will have two or more different weekly
benefit amounts during a single spell of unemployment.

663575 O - 62 - 3
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The weekly benefit is not based on the concept of compensating the
claimant for a portion of current wage loss since the benefit can
vary even within a single spell of unemployment for causes unrelated
to wage loss. That a claimant should receive $30 for one week of
unemployment and $40 for the immediately following week makes clear
the fact that the concept underlying the formula is governed by
considerations other than benefit payment. The benefit formula
does, however, fit the experience-rating formula precisely. Since
the fundsmental purpose of the program 1s payment of benefits, the
benefit formula should be based on benefit considerations and not
on convenience for experience rating.

The close relationships maintained between a claimant and several
different employers has led to the denial of benefits for causes
unrelsted to the current unemployment. For each employer in the
base period the claimant is treated as if his current unemployment
were attributable to that employer. This ignores the principle
that unemployment due to lack of work is to be compensated and
looks to other concepts, such as the justice or inJjustice of charg-
ing a particular employer, as the basis for allowing or denying
benefits.

Proportion of Wages Compensated

Generally the average-weekly-wage States use weighted schedules which
provide benefits ranging from approximately two-thirds of the average
weekly wage at the minimum benefit amount to approximstely one-half at
the meximum amount. Where the weekly benefit is one-half of the average
wage at all benefit levels, other factors in the formula have tended to
increase the weekly psyments--by providing an allowance for dependents
or by computing the average weekly wage on earnings in weeks worked in
the high quarter.

A weighted schedule, allowing a benefit equal to two-thirds of the aver-
age wage at the lowest bracket and decreasing gradually to somewhat more
than one-half at the maximum smount, appears, in general, to be the most
appropriate for the average-weekly-wage formula. It recognizes that,
even though some weeks of inconsequential earnings are excluded, average
weekly wages may reflect underemployment and the formula should compen-
sate for this fact.

Suggested Average-Weekly-Wage Formula

Formula C, which provides & welghted schedule of benefits based on the
claimant's average weekly wage in the base period (Table 5, page A-17)
illustrates the principles accepted by the Bureau. The average weekly
wage 1s computed by dividing the number of weeks in which the claimant
earned at least $15 (the amount required for the minimum weekly benefit)
into the total amount earned in such weeks. The weekly benefit varies
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from approximately two-thirds of the average weekly wages required
for the lowest weekly benefit amounts to somewhat more than one-half
at the upper end of the schedule.

Summary

The Bureau recommends as a guide in considering legislation for an
average-weekly-wage formula:

l.

That, as a basis for computing the average weekly wage, a
claimant's experience over an entire year be used, either by
using the entire year's employment experlence or by selecting
from the year the quarter in which wages were highest.

That the formula compensate claimants in an amount equal to
two-thirds of the average weekly wage at the lowest wage
bracket, decreasing gradually to somewhat more than one-half
at the meximum weekly benefit amount.

That one determination be made for each claimant based on his
relevant experience with wages or weeks of employment with all
employers rather than separate determinations based on his
experience with each employer.

That the benefit formula be designed for benefit payment pur-

poses rather than be made dependent on the experience-rating
formula.
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VI. ANNUAL-WAGE FORMULA

An annual-wage formula which bases weekly benefits on aggregate annual
earnings is used in a few States. A system which determines weekly bene-
fits solely from annual wages without information on the number of weeks
worked in the year yields benefits which bear only a chance relation to
actual wages in weeks worked.

Since an annual-wage formula is not recommended, the discussion here is
in terms of the few existing annual-wage laws.

Problems in the Relation of Weekly
Benefits to Weekly Wages

The first annual-wage formula which was proposed allowed 1 percent of
annual earnings as the weekly benefit amount. Such a formula would
yield benefits equal to 50 percent of full-time wages only for workers
who had 50 weeks of full-time work in the year. Obviously, many workers,
especially those with low annual earnings, do not have 50 weeks of work
in a year.

The present annual-wage formulas are based on the assumption that, in
general, workers with low annual earnings have fewer weeks of work than
those with higher annual wages; they, therefore, allow a more liberal
percentage in computing benefits at the lower wage brackets. On the
average, claimants who barely qualify for the minimum weekly amount re-
ceive a weekly benefit equal to a little more than 2 percent of their
annual wages, as compared with slightly more than 1 percent for those
who have just enough wages to qualify for the maximum weekly benefit.
(See Table 6, page A-19.)

No amount of annual wages, however, can represent even approximately the
same number of weeks of work for all workers. For example, a worker who
earned $500 in his base period qualifies for a $10 weekly benefit at 2
percent of annual wages. He would be compensated at 50 percent of his
weekly wages only if the $500 represented 25 weeks of work. If he had
worked more than 25 weeks to earn the $500, his benefit would be more
than half of his weekly wages, while if he had earned the money in

fewer weeks, his benefit would be a smaller percent of his weekly wages.
Similarly, a $30 weekly benefit, computed as 1 percent of $3,000, is

50 percent of normal weekly earnings only for the worker who earned

such wages in 50 weeks. (For illustration of the number of weeks of
work required to receive a weekly benefit equal to 50 percent of weekly
wages, see table 7, page A-19.)

It is possible to mske an annual-wage formula more or less generous, as
is illustrated by the percentages in Table 6 (page A-19) but it is im-

possible to devise one that will provide a reasonable relation between

weekly benefits and normal weekly wages. If the formula is generous
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enough at any benefit level to provide weekly benefits bearing a reason-
able relation to normal weekly wages for claimants who have suffered a
significant number of weeks of unemployment during their base years, the
benefits paysble to claimants who had full-time employment may approach
or even exceed their full-time earnings. I, on the other hand, the
formula allows the desired percent of weekly wages only to claimants who
had relatively full employment in their base periods, benefits will be
inadequate in relation to normal wages for claimants who had a substan-
tial period of unemployment during their base periods.

Relation of Annual-Wage Provisions to
Other Elements in the Benefit Formula

Annual-wage formulas are now used with either individual or uniform
base periods.

The flat qualifying requirement is characteristic of annual-wage formulas.
Minimum qualifying wages qualify the worker only for the minimum weekly
benefit. To get the maximum weekly benefit in annual-wage States re-
quires annual wages of $2,900 to $4,000. No other formula requires such
high annual wages for maximum weekly benefits.

The provisions for partial benefits in these States follow the usual
pattern, with the existence of partial unemployment defined in terms of
the weekly benefit amount. Since the annual-wage formula may yield
weekly benefits which have no relation to the claimant's weekly wages,
the weekly benefit amount is an unsatisfactory messure of partial unem-
ployment. When the weekly benefit amount is unreasonably high in rela-
tion to full-time earnings, the definition of partial unemployment may
be made more realistic by adding another factor--that the claimant is
working less than a given percent of his customary full-time hours.
This device will prevent the payment of partial benefits to claimants
who are at or near full employment.

Duration of Benefits Under Annual-Waege Formulas

Some of the existing annual-wage formulas provide uniform potential dura-
tion. Only the weekly benefit amount varies with differences in annmual
earnings. In only a few States with other types of formulas, all with
variable duration, are the annual esrnings required for meximum annusl
benefits as high as in these annmal wage States.

If both the weekly benefit amount and maximum weeks of benefits vary with
the amount of anmual earnings, claimants eligible for the minimum weekly
benefit can never qualify for maximm duration.

It is possible to devise an annual-wage formula under which s8ll claim-
ants can receive as benefits the same proportion, for example 1/3, of
their base-period wages. However, use of a uniform fraction will tend
to counteract the effect of using a weighted percent in computing the
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weekly benefit.amount. (For a fuller discussion of the relation between
weighted benefit schedules and the duration fraction, see page 40.)

Summary

If the State law includes an annual-wage formula, consideration should be
given to changing to a formula which relates the weekly benefit to the
claimant's weekly wages. If, however, the annual-wage formula is being
retained, emphasis should be placed on safeguards and improvements that
would meke the formula more effective.

The Bureau recommends, as a guide in considering legislative proposals
on the annual-wage formuls:

1. That benefits be provided under a weighted schedule that will
yield weekly benefits at the lower wage levels higher in
proportion to annuel wages than at the higher wage levels.

2. That the weekly benefit amount at the highest wage brackets
equal at least 1 percent of annual wages.

3. That uniform potential duration be provided, so that claimants
at all benefit levels can qualify for maximum duration.

Lk, That the definition of week of partial unemployment include

a time concept, to offset weekly benefit amounts which may
be unrealistically high.
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VII. DEPENDENTS' ALILOWANCES

Increasing the weekly payment by the addition of weekly allowances for
claimants' dependents is one approach to the problem of unemployed workers
with families whose nondeferrable expenditures presumably represent a
relatively high proportion of their wages. Dependents' allowances should
not be used as & substitute for an adequate basic benefit formula.

In drafting or considering a provision for dependents' allowances, atten-
tion should be given to the definition of compensable dependents, the

form and amount of the allowance, the relation of such allowances to other
elements in the benefit formula, and the administrative aspects.

Definition of Compensable Dependent

The definition of dependent should include the claimant's immediate family,
i.e., unmarried children under 18 and nonwerking wives, who can be pre-
sumed to be dependent entirely on the basis of their legel relationship
to the claimant. However, many other relations (parents, handicapped
older children, etc.) might also depend upon a claimant for their sup-
port. Excluding this second group from the definition of compensable
dependent discriminates against the claimants who carry the responsi-
bility for their support. Because they are not immediastely identifiable
by their legal relationship as dependents, some kind of factual investi-
getion is necessary to verify that the claimant does, in fact, support
them. :

The definition of dependent should, therefore, include:

(1) A wife vho is not regularly engaged in gainful work and
unmarried children under the age of 18, including step-
children and adopted children;

(2) Other children under 18, whether or not related, who are
living with the claimant and receiving regular support
from him; and any individual for whom the claimant is
entitled to an exemption under the Federal income tax law.

Form and Amount of Dependents' Allowances

Dependents' allowances may be expressed as a flat amount or as a per-
centage of the weekly benefit for each of a specified number of depend-
ents. The allowances may also be included as part of a benefit schedule
which provides, for each wage bracket, a basic weekly benefit amount

(the weekly benefit fer claimants without dependents) and augmented
weekly benefit amounts (the basic benefit plus the dependents' allowance)
vhich vary with the number of dependents. Table 8 (page A-20) illustrates
this type of benefit schedule.
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It is necessary to put an over-all limit on the weekly allowance which
may be paid to any claimant so that the total payment does not approach
too closely his wages when employed. Such a limit is usually stated in
terms of (1) the number of compensable dependents; or (2) a percent of
the claimant's basic weekly benefit amount; or (3) a percent of his aver-
age weekly wages; or (4) a percent of his high-quarter wages.

A flat allowance.--While a flat amount for each dependent has the advan-
tage of simplicity, it also has serious disadvantages. A flet allowance
represents a greater proportion of the basic weekly benefit amount at
the lower benefit levels than at the higher ones. If the low-wage
claimant has the maximum number of compensable dependents, the addition
of dependents' allowances may cause total weekly payments to be too high
in relation to his weekly wages while employed; at the same time, the
maximun allowance may represent no more than a token payment for claim-
ants gt higher wage levels. This disparity is even more pronounced when
the basic benefit at the lower wage brackets is computed as a larger
fraction of wages than at the higher wage brackets.

Amounts varying with the benefit level.--For the foregoing reasons, it

is desirable to state both the allowance for each dependent and the limit
on the maximum allowance for dependents as & percent of the basic weekly
benefit. If a narrow definition of dependent is used, it may be desirable
to make a larger allowance for the first dependent in a family than for
additional dependents. If dependents are limited to children, a larger
allcwance for the first dependent is particularly desirable, since most
claimants with one or more dependent children also have a dependent

wife or must pay someone to take care of thenm.

In Benefit Formula D, illustrated in Table 8 (page A-20), the basic
weekly bpenefit is computed as 1/25 of high-quarter wages and augmented
benefits are provided varying with the number of dependents up to a max-
imum of three. Allowances for the dependents are computed as a percent
of the basic benefit: 20 percent for the first dependent and 10 percent
each for the second and third dependents. At the minimum wage bracket,
an allowance of $2 is added to the $10 basic benefit for the claimant
with one dependent; $3 is added for two dependents, and $4 for three
dependents. At the maximum wage bracket, the allowance for the first
dependent is $13; an additional $6 is allowed for the second dependent
and $7 for the third dependent, bringing the maximum augmented benefit
amount for the claimant with meximum compensable dependents to $90.

The basic weekly benefit amount at all wage levels up to the maximum is
equal approximately to 50 percent of wages for claimants who had 12%
weeks of work in their high quarter, and it is augmented by 20, 30, or

4O percent, according to the number of dependents. In relation to weekly
wages, the augmented weekly benefit amounts would thus represent 60, 65,
and TO percent for one, two, and three dependents, respectively.
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Allowances for claimants with maximum basic weekly benefit.--The usual
benefit formule that augments the basic benefit for claimants with depend-
ents requires the same amount of wages for the maximum weekly benefit,
regardless of the existence of or the number of dependents. In Formula D,
for example, the dependents' allowance is available to claimants at all
benefit levels; and, at any benefit level, the allowance is increased for
additional dependents up to the maximum number compensated under the
formula. A benefit formula which deviates from this pattern provides what
night be called a "variable” meximum weekly benefit for individuals who
have dependents and also have wages in excess of those required for the
maximum basic weekly benefit. There are two variations of this type of
benefit schedule: Under one, dependents' allowances are available only
to claimants with such excess wages; under the other, claimants at lower
wage levels also receive added payments for dependents. Under either
variation, the maximum weekly benefit for claimants with no dependents is
established at a low. level, somevhere between 27 and 36 percent of the
average veekly wage in covered employment in the State. The benefit
schedule is extended up to provide a maximum weekly benefit that is be-
tween 35 and 44 percent of the State average weekly wage for claimants
with one dependent child. The brackets applicable to claimants with two,
three, and four dependent children are extended in a similar fashion to
provide progressively higher benefits for progressively higher wages.

The maximum weekly benefit payable to a claimant with four dependent
children represents between 50 and 56 percent of the State average

weekly wage.

These "variasble" maximum amounts do not meet the program objective dis-
cussed on page ll. Moreover, they allow the claimants with dependents

vho qualify for the higher weekly payments a smaller proportion of their
earnings than is allowed to claimsnts at the lower end of the benefit
schedule. For example, a benefit schedule that allows basic weekly bene-
fits equal to 1/20 (5.0 percent) of high-quarter wages will suddenly
widen the high-quarter wage brackets at the upper end that are reserved
for claimants with dependents. This has the effect of yielding weekly
benefit amounts that are a progressively smaller proportion of the claim-
ants' high-quarter earnings, as follows: approximately 1/23 (4.4t percent)
for the claimant with one dependent; approximately 1/2k for twe dependents
(4.2 percent) and three dependents (4.1 percent); and 1/25 (4.0 percent)
for four dependents. This is the reverse of the usual type of formula
with dependents' allowances, which allows a larger percentage of earnings
to claimants with compensable dependents and increases the percentage as
the number of such dependents increases. (See page 30.)

For illustrative purposes only, an analysis of & hypothetical benefit
schedule is presented in Table 9 (page A-22), as a guide for analyzing
proposals incorporating the principle of "varisble" maximum weekly
benefit amounts.

Before considering proposals for extending the benefit schedule to pro-

vide "variable" maximum weekly benefits, consideration should be given
to the composition of the work force, the wage levels in the State, and
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the formula for basic benefits. If a "variable" maximum is considered,
the maximum basic benefit should be set at two-thirds of the average
weekly wage in the State (see pages 11 and 12).

Relation of Dependents' Allowances to
Other Elements in the Benefit Formuls

The formula for dependents' allowances is largely independent of the
type of formula for basic benefits. Dependents' allowances are cur-
rently used to supplement weekly benefits computed under all three types
of benefit formulas. Because the weekly benefit provided by an annusl-
wage formula is not relasted to the weekly wages of the claimant, the
addition of dependents' allowances increases the problems inherent in
that formula and, therefore, is not recommended for adoption by States
with this type of formula.

The formula for basic weekly benefits should be such that the allowances
for dependents can be more than token allowances without the augmented
benefits approaching weekly wages. A $1 or $2 allowance does not seem
adequate for a claimant entitled to the State's maximm weekly benefit.
A provision that the maximum weekly benefit is the same for claimants
with or without dependents' allowances defests the purposes of the al-
"lowance. The claimants who are most likely to have the maximum number
of dependents--the mature higher wage-earners--are denied any allowance.

Care must be taken that the qualifying requirements do not operate to the
disadvantage of claimants with dependents. If the qualifying wage re-
quirement is a multiple of the weekly benefit, 1t should be in terms of
basic, not augmented, weekly benefit amounts.

Dependents' allowances and duration of benefits.--A provision for
dependents’ allowances should not reduce the number of weeks of benefits
payable to claimants who have dependents. Instead, the duration for
vhich all claimants are eligible should be determined entirely by their
basic benefit eligibillity. Dependents' allowances should be in eddition
to the unemployment benefits otherwise payable, and should be added to
each week of the claimant's basic duration eligibility.

Dependents' allowances and partial benefits.--If the partial earnings
1imit for determining the existence of partial unemployment is related to
the weekly benefit amount, it should be in terms of the basic weekly
benefit, excluding the dependents' allowances. To use the augmented
payment as the partial earnings limit would permit a claimant with depen-
dents who had only a slight drop in hours of work to qualify for partial
benefits; this does not appear to be equitable or reasonable.

Under the usual formula for partial benefits, when benefits are paid to
a partially unemployed worker with dependents, the full allowance for
dependents should be added to the partial benefit, but only up to the
amount of his potential annual benefits including dependents' allowances.
Without such a limit, partially unemployed cleimants with dependents who
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exhaust their benefits in a benefit year could draw more dependents' al-
lowances than claimants who draw all their benefits in weeks of total
unemployment.

If the partial earnings provision recommended on pages li- 15 is adopted,
the dependents' allowances allowed to claimants with partial earnings
should be reduced sufficiently to prevent the claimant's total income
(partial benefits plus earnings in part-time work plus partial depen-
dents' allowance) from approaching too closely his base-period average
weekly wage (see page 15).

Administrative Aspects of
Dependents' Allowances

A system of dependents' allowances does not in itself introduce a needs
test in unemployment insurance. It presumes that the nondeferrable ex-
penses of claimants with dependents are greater than those of claimants
without dependents and pays depeéendents' allowances as a matter of right
to all claimants with dependents as defined in the State law.

The number of a claimant's dependents may change during a benefit year.
However, the statute should make it unnecessary to check on the number of
dependents for each compensaeble week. The law should establish the period
for which the initial finding on the number of dependents is considered
valid. For administrative reasons, it is recommended that & determination
of the number of dependents made at the beginning of a benefit year should
remgin in effect throughout the benefit year.

Summaxry

In adopting or smending dependents' allowance provisions, the Bureau
recommends :

1. That the definition of "dependent" include, in addition to
children, other family members who receive regular support
from the working member of the family.

2. That the weekly benefit, plus dependents' allowances for the
maximum number of dependents, not spproach too closely weekly
earnings at any benefit level.

3. That allowances be paysble at all benefit levels.
k. That the qualifying wage required at any benefit level be the

same for all claiments, regerdless of the existence or number
of compensable dependents.

5. That the maximum number of weeks be stated in terms of the
augmented benefit.



That under the usual formule for partial benefits, when bene-
fits are paid to a partially unemployed claimant with depen-
dents, the full allowance for dependents should be added to
the partial benefit, but only up to the amount of potential
annual benefits including dependents' allowances.

That a schedule providing "variable'" maximum benefit amounts
not be considered unless the maximum besic benefit amount is
set at two-thirds of the average weekly wage in the State.



VIII. MAXIMUM POTENTIAL DURATION OF BENEFITS IN A BENEFIT YEAR

The number of weeks for which benefits are paysble to any claimant in

a benefit year is limited for actuarial reasons and for reasons of policy.
At the outset of the program the duration of benefits was established at
a low level because of financial considerations and the lack of informa-
tion on the character and extent of unemployment for which benefits could
reasonably be provided. Today, ageinst a background of 25 years of
experience and a general recognition of the program's contribution

toward maintaining individual and community purchasing power, it 1is pos-
sible to establish duration provisions that will achieve the objectives
of the program. The program is intended to provide benefits for a suf-
ficiently long period that, under reasonably normal business conditions
and during short periods of recession, & high proportion of claimants

can continue to receive benefits until they are called back to work or
find other work. '

Since the program was designed to protect the worker against temporary
unemployment, it cannot carry the burden of the full duration of each
insured worker's unemployment in a major depression; other programs are
needed at such a time. Moreover, unemployment benefits, by themselves,
are not a satisfactory solution to the problems of the individual worker
whose unemployment in normal times continues for long periods. Some pro-
gram other than, or in addition to, unemployment insurance is needed to
sustain the income and morale of such workers. A program of retraining,
or one designed to increase the geographic mobility of the unemployed,
as well as other measures to increase work opportunities, might contri-
bute to a more satisfactory solution to the problem of these workers.

Unemployment insurance, then, is designed to protect the worker during
periods of temporary unemployment between jobs. In the pest, the main
emphasis of policy concerning the duration of benefits needed to achieve
this objective has been directed towards periods of generally favorable
economic activity. The 1958 recession initiated a masjor reevaluation of
this policy. Experience during prior recessions had shown that a large
number of workers were not able to find reemployment for periods extend-
ing well beyond 26 weeks. When the recessions ended, however, most of
these workers soon returned to their former jobs or found other work.
While the duration of their unemployment extended beyond 26 weeks, it
was still of a temporery neture, and, if the unemployment insurance
program had achieved 1ts objective, these workers would have had bene-
fits available as long as they were unemployed. Recognition of the
inadequacy of 26 weeks of benefits during the 1958 recession led to
Federal legislation providing a temporary emergency program of extended
benefits for those who had exhausted their benefit entitlement equal to
50 percent of their original duration. Several States passed legisla-
tion providing permanent programe that made extrs weeks of benefits
temporarily aveilable for recession periods. Other States extended the
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basic -maximum duration available at all times to more than 26 weeks

(from 28 to 39 weeks), although these longer durations were usually

accompanied by qualifying requirements that made them aveilable only
to a limited number of claimants.

Maximum potential duration is set in all State laws either on the Dbasis
of uniform potential duration for all eligible claiments or of duration
varying in relation to base-period employment or earnings. In States
with variable duration, a minimum period of benefits is specified in the
State law, or it is determined by applying the duration formula to the
minimum qualifying employment or wages.

Uniform Potential Duration for All Eligible Claimants

The potential number of weeks of total unemployment which are compensa-
ble should preferably be uniform for all insured workers. The length of
unemployment which claimants experience does not necessarily vary directly
with the continuity of their past employment or with their past earnings.
Indeed, claiments who have had less steady employment in their base per-
iod are likely to be unemployed as long as, or longer than, claimants
who had little or no unemployment in their base period, and thus have no
lesser need for protection. Uniform potential duration for all workers
favors the eligible claimant who is currently in greatest need of the
protection of the program, regardless of the extent of his past employ-
ment, and becsuse it provides an equal meximum period of payment to
workers at all wage levels, it is equitable to all workers.

Period of uniform duration.--The potential duration not only should be
uniform; under reasonebly normal conditions, it should also be long
enough to permit the payment of benefits to a high proportion of claim-
ants for the full duration of their unemployment. Experience has shown
that, during ordinary times, a duration of 26 weeks is necessary to
meet this objective. Further studies may show that a longer duration
of regular benefits 1s desirable in some States. Ordinarily benefit
costs do not increase proportionately as statutory duration is increased
since most workers are unemployed for short--rather than for long--
periods of time. As the statutory maximum duration is increased, each
added week results in the addition of a smaller proportion of total
benefit costs.

Since the total dollar amount paysble to claimants during a benefit year
varies with their weekly benefits, the amount of meximum annual benefits
is usually expressed in terms of the number of weeks of total unemploy-
ment during which a claimant can continue to draw benefits if he remains
unemployed and is otherwise eligible, i.e., a specified multiple of his
weekly benefit amount. In practice, claimants who are partiaslly unem-
ployed for some weeks may draw benefits for a longer period.
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Qualifying employment or wages for uniform duration.--To justify a
substantial uniform duration, the qualifying employment or wage re-
quirement should be sufficient to indicate materiasl attachment to the
labor force. A requirement of 20 weeks of employment or an equivalent
amount of wages is considered sufficient to support a uniform duration
of 26 weeks.

Varieble Duration

Some States prefer to vary duration in relation to base-period employ-
ment or wages and to provide a minimum duration of benefits to workers
who barely meet the minimum qualifying employment or wage requirement.
This is done by providing maximum potentisl benefits equal to a speci-~
fied proportion of weeks of employment in the base period or of base-
period wages up to a specified maximum number of weeks of benefits for
total unemployment. 1In providing variable durstion of benefits, it is
important that the minimum qualifying requirement and the duration
fraction be so related that they provide adequate minimum duration,
preferably 20 weeks.

Maximum duration.--When the duration of benefits is limited to a frac-
tion of the individual's base-period employment or wages, the maximm
should be set high enough sc that claimants meeting the requirements
for more than the minimum weeks of benefits may be better protected
against the hazards of unemployment even during the prolonged unemploy-
ment experienced in a business recession, or in a depressed area, or as
a8 result of marked industrial change. Experience has shown that, to
provide such protection, the maximum duration should be at least 30
weeks. When the existing statutory maximum number of weeks provided
under a variable duration schedule is increased, the potential duration
of all claimants should also be increased, including those eligible for
less than the maximum durstion.

In devising a formula for variable duration, attention should be given
not only to the desired limit on maximum duration of benefits but also

to the interrelationship of the various elements of the benefit formula--
the duration fraction, the qualifying requirement, and the formula for
computing the weekly benefit amount.

Duration fraction.--When the weekly benefit is based on high-quarter
wages, the effective limit on duration for many claimsnts is usually
a fraction of base-period weges; with an average-weekly-wage formuls,
it 1s generally a fraction of the number of weeks of employment in the
base period.

Three-fifths or two-thirds of base-period wages 1is the smallest fraction
that should be used to determine maximum annual benefits. As shown in
Table 10 (page A-24k), a fraction of 2/3 would permit 39 weeks of bene-
fits for claimants whose base-period earnings are as much as three times
their high-quarter earnings.
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Table 10 was developed solely as an aid in the analysis of variable
duration provisions; duration fractions and high-quarter formulas that
are not recommended have been included solely for purposes of illus-
tration. The table shows, for example, the inadequacy of a 1/3 duration
fraction--the one most used by States providing variable duration. With
a 1/3 duration fraction and a 1/20 high-quarter tormula, few claimants
would be eligible even for 26 weeks of benefits, i.e., only those who
had such steady employment that their base-period wages were U4 times
their high-quarter wages (unless they had high-quarter wages in excess
of the amount necessary to qualify for maximum weekly benefits).

With an average-weekly-wage formula, at least one week of benefits
should be provided for each week of employment in the base period up
to the desired maximum; for example, 20 weeks of benefits for claimants
who meet a qualifying requirement of 20 weeks of employment and one
additional week of benefits for each additional week of base-period
employment, up to the maximum number of weeks of benefits provided.

Minimum duration.-~In most States, the minimum number of weeks for
which a claimant may draw benefits depends on the qualifying employment
or wage requirement. If the qualifying requirement is related to the
weekly benefit or high-quarter wages (see page U4 6), it will yield the
same duration for claiments at all weekly benefit levels who earned no
more than the wages required to qualify for their weekly benefit amount.
For example, under a formulas using a high-quarter fraction of l/2h, a
duration fraction of 2/3, and & qualifying requirement of 1-1/4 times
high-quarter wages, a claiment with high-quarter wages of $240 and base-
period wages of $300 (1-1/4 times $240) would qualify for a weekly bene-
fit of $10 for 20 weeks ($200 or 2/3 of $300). Similarly, a claiment
with high-quarter wages of $720, base-period wages of $900 (1-1/4 times
$720) would qualify for a weekly benefit amount of $30 for 20 weeks
($600 or 2/3 of $900).

If a flat emount of wages qualifies a claimant for benefits, it has the
disadvantege that workers whose earnings are no greater than this amount
will heve a shorter or longer potential duration, depending on their
weekly benefit amount. In turn, this will depend on the concentration
of their wages within one or more calendar quarters. For exasmple, with
flat qualifying wages of $600, a weekly benefit computed as 1/20 of
high-quarter wages, and a duration fraction of 2/3, the potential bene-
fits of $400 would, except for the maximum limit, represent 40 weeks of
benefits for a claimant with the minimum $10 benefit smount (who had
received no more than $200 of his wages in his high quarter) but less
then 14 weeks of benefits for a claimant with $600 in his high quarter
and a weekly benefit of $30.

The minimum durstion for any eligible claimant should be substantial

enough to justify bringing him into the system. Substantial minimum
duration may be achieved by glving each claimant total benefits equal
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to an adequate fraction of his base-period wages--at least 3/5--1f
the minimum qualifying wages are set in appropriate relation to the
wage levels in the State and to the minimum weekly benefit amount.

A statutory provision specifying the minimum number of weeks of bene-
fits may be a useful device to provide longer duration for claimants
who barely meet the qualifying requirement. However, it is not a
satisfactory substitute for an adequate duration fraction and qualify-
ing wage requirement. Claimants with ample wages in the base period
will receive in benefits a smaller proportion of such wages, as com-
pared with claimants who have just enough wages to meet the qualifying
requirement. The equitable solution to this situation is to provide

a duration fraction that will yield the desired minimum duration and
use it in determining the potential annual benefits for all claeimants.

Maximum duration attainable at all benefit levels,--It is important
that the maximum potential number of weeks should be attainable by
claimants at every weekly benefit level. Furthermore, the maximum
should not be attainable only by claimants who had full employment
throughout their base period. Under some duration formulas, the only
claimants who can receive the statutory maximum weeks of benefits

are those whose base-period earnings are more than four times the
high-quarter wages required for the maximum benefit amount. Under
other formulas, an individual below the maximum weekly benefit amount,
whose benefit represents 50 percent of his weekly earnings, would need
47-52 weeks of base-period employment to receive maximum duration.
Under these formulas, the statutory maximum is a nominal one; the
effective maximum will be considerably below the statutory figure.

Such formulas should be examined in their entirety and should be amend-
ed to make the statutory maximum attainable at all wage levels and with
less than full employment.

When a State is increasing the maximum number of weeks payable, it
should consider the whole benefit formula. The more liberal the high-
quarter fraction, the smaller the number of weeks which the duration
fraction will yield. For example, if the weekly benefit is 1/23 of
high-quarter wages and the duration fraction is 1/3 of the base-
period wages, 4 times high-quarter wages will yield less than 31
weeks of benefits (see Column E of Table 10). If the weekly benefit
is 1/25 of high-quarter wages, e 1/3 durastion fraction will give 33
weeks only to the claimants with such full employment in his base
period that he has four equally high quarters of wages (or four times
the high-quarter wages required for the weekly benefit).

The use of schedules in connection with variable duration.--A few high-
quarter States and almost all of the annual-wage States specify the
meximum amount of benefits payable in a benefit year in the form of a
tabular schedule. In some of the laws, the duration schedule 1s sepa-
rate from the weekly benefit schedule, so that the interrelationships
of the benefit formula are not readily apparent. For example, in some
schedules, it is not clear that claimants eligible for less than the

663575 O - 62 - 4

- 39 -



maximum weekly benefit can qualify for meximum weeks of benefits only
if they had almost full employment throughout their base period.

In another type of duration schedule, a specified number of weeks of
benefits is provided for base-period wages equal to a specified multi-
ple of high-quarter wages. For example, the duration schedule might
provide 20 weeks of benefits for claimants whose base-period wages

equal 1.5, but less than 1.6, times their high-quarter wages; and 21
weeks of benefits for a multiple of 1.6, but less than 1l.7; and increas-
ingly longer duration, up to the maximum, for progressively larger multi-
ples of high-quarter wages.

With this type of duration provision, maximum duration is attainable
at all weekly benefit levels and the same proportion of wages outside
the high quarter is required at each level, including the maximum.

Under an annual-wage formula, variable duration usually means that only
those claimants who are eligible for the maximum or nearly the maximum
weekly ?enefit amount can quelify for maximum weeks of benefits (see
page 27).

Variable duration with a weighted high-quarter schedule.--When the
weekly benefit is determined by a weighted schedule of high-quarter
wages, as illustrated in Table 11 (page A-25), duration should also be
determined by a weighted schedule. If total benefits in a benefit year
for each weekly benefit level are msintained as a fixed fraction of
base-~-period earnings, increasing the fraction of high-quarter earnings
used to compute weekly benefits at the lower end of the schedule will
reduce the duration allowed to these claimants. In other words, the
claimants at the lower end of the schedule will be allowed & larger
percent of their weekly earnings for the weekly benefit amount, but
they will not be allowed a larger percent of their total earnings.
Therefore, the more liberal weekly benefit amount allowed them tends

to be offset by the shorter duration. For example, if a duration frac-
tion of 2/3 were used with Benefit Formule E, illustrsted in Table 11,
the claimant with the $60 weekly benefit amount and base-period wages
equal to twice his high-quarter wages ($2,875) could draw almost 29
weeks of benefits, but the claimant with the $11 weekly benefit and
base-period wages equal to twice his high-quarter wages ($425) could
draw only 23 weeks of benefits.

The schedule illustrated in Table 11 is weighted to allow claimants at
all weekly benefit levels to draw a minimum of 20 weeks of benefits;
this is done by computing the amount of benefits in a benefit year as
a larger percent of the qualifying wages required for the lower weekly
benefit amounts than of those required for the higher weekly benefit
amounts. For example, at the $11 weekly benefit amount, 20 weeks of
benefits represent 69.2 percent of qualifying wages while, at the $64
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weekly benefit, 20 weeks of benefits represent 55.5 percent of quali-
fying wages (see Column D of Table 11). The percentage indicated at
each weekly benefit level is used to compute the potential emount of
benefits paysble to the claimants who are eligible for longer dura-
tion, up to the statutory maximum specified in the law.

The use of these percentages is illustrated in Teble 12 (page A-27).
This table supplies, in abbreviated form, a tabular schedule for
administrative use in determining claimants' weekly benefit amounts
and duration of benefits. The percentages shown in Column D of Table
11 have been used to compute the amount of base-period wages required
for the specified number of weeks of benefits. At the minimum weekly
level, for example, $477 in base-period wages will allow 30 weeks of
benefits at $11 ($330), or 69.2 percent of base-period wages, the same
percentage as at the minimum 20-week duration. At the maximum weekly
benefit smount, $3,459 in base-period wages will allow 30 weeks of
benefits at $64 ($1,920), or 55.5 percent of base-period wages.

Variable duration of benefits computed under a weighted benefit for-
mulae is usually provided in a benefit schedule which shows--in addi-
tion to high-quarter wages, weekly benefit amount and minimum qualify-
ing wages--the amount of base-period wages required for each number of
weeks of benefits up to the maximum provided. These schedules can
become unwieldy for inclusion in the statute, as the number of columns
is increased to provide for longer duration of benefits. Table 1l
shows an alternate method for presenting variable duration in a
weighted benefit schedule.

Varigble duration and dependents' allowances.--Dependents' allowances
should be excluded from the computation of variable duration, so that
their payment does not reduce the number of weeks for which benefits
are payable (see page 32). The duration fraction should be used to
determine the emount (end weeks) of basic benefits to which a claimant
is entitled and dependents' allowances should then be added.

Rounding of duration.--With duration limited to a fraction or percent
of base-period wages, maximum potential benefits in a benefit year may
be in uneven amounts, with the result that payment for the last com-
pensable week of unemployment of claimants exhausting benefits may be
an emount equal to $1 or less. To prevent payment of inconsequential
or uneven smounts and to make the formula easier to explain to claim-
ants, rounding of maximum potential benefits in a benefit year to the
next higher multiple of the weekly benefit amount is recommended. Such
rounding will simplify administration and will permit presentation of
the duration provisions in tabular form.

Rounding maximum duration to units of 2 or more weeks of benefits is
unnecessary and undesirable. $Since benefits are payable in units of
1 week, that is, a weekly benefit amount for a week of unemployment,
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it does not seem reasonable to express benefit entitlement in units
of 2 or more times the weekly benefit amount. Moreover, rounding
meximum potential benefits to units of 2 or more times the weekly
benefit can result in too large a difference in benefit entitlement
for a very small difference in base-period wages. For example, in
one duration schedule, a dollar of base-period wages can make a
difference of $80 in benefit entitlement (2 weeks of benefits at
$40); in another schedule, a dollar of base-period wages can make &
difference of as much as $252 in benefit entitlement (6 weeks of
benefits at $42). The Bureau recommends that rounding of maximum
potential benefits be limited to single units of the weekly benefit
amount.

Additional limitations on duration.--A few States linclude an addi-
tional restriction on variable duration by limiting wege credits per
quarter to an arbitrary dollar amount. Such provisions reduce the
weeks of benefits otherwise payable to claimants in the higher wage
breckets. Provisions of this kind result in inequitable treatment

of claiments and are an unnecessary complication in computing benefits.

Summary

One of the primary objectives of the unemployment insurance program is
to protect the worker who is temporarily unemployed for the entire
duration of his unemployment. If this objective is to be achieved,
potential duration of benefits should be long enough to protect those
temporarily unemployed in recession periods and in areas or industries
characterized by extended unemployment when labor-market conditions in
the rest of the State are favorable. Toward the realization of this
objective, the Bureau recommends:

1. That all eligible claimants be allowed a uniform potential
duration of at least 26 weeks of benefits.

2. That, if a State considers that it must vary duration in rela-
tion to base-period employment or wages,

(a) the varisble potentisl duration should range from a mini-
mum of 20 weeks to a maximum of at least 30 weeks;

(b) the duration fraction used with a high-quarter-wage for-
mula should make maximum potential duration attainable
at all benefit levels and without requiring full employ-
ment throughout the base period;

(c) a weighted schedule should be used for duration of benefits

if a weighted high-quarter-wage schedule is used for the
weekly benefits;
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(a)

(e)

there should be no artificial restriction in the
variable duration provision, such as a limitation on
the amount of quarterly wages that mey be credited for
duration purposes; and

maximum potential benefits for each claimant should be

rounded to the next higher multiple of the weekly bene-
fit amount, if the claiment's computed dollar amount is
not a whole multiple of the weekly benefit; but maximum
potential benefits should not be provided only in units
of 2 or more times the weekly benefit amount.
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IX. QUALIFYING EMPLOYMENT OR WAGE REQUIREMENT

Prior experience in covered employment is used to test attachment to

the covered lsbor force. Use of such experience is based on the assump-
tion that those who have been in the labor market as evidenced by sub-
stantial past employment continue to be in the labor market when unem-
ployed unless there is evidence to the contrary. The qualifying require-
ment and the requirement that claimants be able and available for work
are the two halves of a single requirement that protection be limited to
unemployed members of the labor force. The qualifying requirement is the
mechanical portion of this test. It is needed because it is & simple,
objective way of eliminating from the program most persons who are un-
able to work or are unavailable for work. It should have only the one
purpose because any effort to use it to accomplish additional purposes
will distort it as a test of labor market attachment. It should be
designed with care because, like mechanical tests in general, it can
only achieve rough Jjustice and an error in constructing it can megnify
its deficiencies.

Form of the Qualifying Requirement

To demonstrate attachment to the labor force, State laws require a mini-
mum smount of covered employment or wages in & specified prior period,
usually the base period. The requirement may be expressed as a number

of weeks of employment in the base period, a flat dollar amount of weges,
an amount of wages varying with the individual's weekly benefit amount,

a specified distribution of earnings over the quarters of the base period,
or a combination of these requirements. Since the period during which the
claimant has worked is the best measure of his prior attachment to the
covered labor force, the quaelifying formules which are expressed in terms
of wages should attempt to approximaste the length of employment which it
has been decided will indicate attachment to the labor force and will mske
eligible for benefits only workers who are suffering a real wage loss by
reason of their unemployment. A qualifying provision in terms of weeks

of employment, rather than wages, is the most direct approach to a measure
of past employment and is, therefore, recommended over other methods.

The form of the qualifying requirement varies with the type of formula
as indicated below. It is related to the base-period and benefit-year
provisions and to the wage-reporting procedures. The recency of the
qualifying wages depends upon the lag between the base period and the
benefit year (see Table 1, page A-2).

Weeks of employment.--A weeks-of-employment qualifying requirement is
used by a small but increasing number of States. A specified number of
weeks of employment is the most appropriate type of qualifying require-
ment with the average-weekly-wage formula. It is also used in some
States with a high-quarter formula to reinforce a requirement of a
minimum amount of qualifying wages.
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Request wage reporting is generally used to obtain weeks-of-employment
information, because most of the States with this type of qualifying
requirement also have a base period ending less than 3 months before
the beginning of the benefit year (see page 6). However, a few States
with a lag of 3 or more months before the benefit year have found it
administratively feasible to obtain information on number of weeks
worked, along with their regular quarterly wage reports. In defining
weeks of employment, the agency must consider the ease with which em-
ployers can supply the necessary information, as well as the need to
combine information in reports for claimants with two or more employers
in the same week.

In principle, a weeks-of-employment qualifying requirement is equitable
in that workers at all wage levels must have the same amount of employ-
ment to qualify for benefits. It is necessary, however, to set a mini-
mum level of employment in a week--either in terms of hours or wages or
an average wage in weeks worked, or a total amount of wages in the base
period--so that claimants cannot qualify on weeks of inconsequential
employment. A definition of week of employment in terms of weekly hours
would be more equitable than one in terms of wages but it has rarely been
used because employers' records, especially in some industries, do not
always include information on hours worked. However, a survey of present-
day practices in maintaining payroll records may prove that the large

- majority of employers can report the number of weeks of employment in
which the employee worked at least the specified number of hours; and,
for industries where workers are paid on a piece rate, it may be fea-
sible to devise an alternate reporting requirement that would produce

an adequate approximation of hours worked.

A qualifying requirement of a specified number of weeks with a minimum
amount of wages in each week gives reasonable assurance that no week of
inconsequential employment can be used to qualify for benefits. However,
it is more difficult for low-wage claimants to meet this requirement than
for those at higher rates of pay. For the low-wage claimant, underemploy-
ment in any week is more likely to result in the elimination of such week
and in failure to meet the qualifying requirement. Conversely, while a
claimant with normal weekly wages well above the wage limit can more easily
earn the minimum amount required for a week of employment, his advantage
is partly offset in States with an average-weekly-wage formula by the
greater reduction in his average weekly wage because of the inclusion of
weeks of low earnings. For example, in the following illustration of two
claimants with 40 weeks of work, inclusion of 20 weeks of work with earn-
ings of $15 results in a reduction of 4O percent in the average weekly
wage of Claimant A, who normally earns $75 a week, as compared with a
reduction of 25 percent in the average weekly wage of Claimant B, whose
normal weekly earnings are $30.
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Claimant A Claimant B

Normal weekly wage $75 $30
Weeks of work at normal weekly wage 20 20
Weeks of work at $15 20 20
Average weekly wage $45.00 $22.50
Percent reduction in wage iTe} 25

A qualifying requirement of a specified number of weeks of employment

with a minimm amount of earnings in each week can exclude some claim-
ants with a firm attachment to the covered work force who, for reasons
beyond their control, are underemployed in enough weeks that they fail
to meet the work test. For this reason, as well as for reasons of ad-
ministrative feasibility, a State may find it preferable to state the

qualifying requirement as a specified number of weeks of employment in
which the claimant's earnings averaged a specified minimum amount.

Multiple of high-quarter wages or of weekly benefit amount.--A qualify-
ing requirement related to the claimant's high quarter is used with a
high-quarter benefit formula in many States. For claimants with more
than 1 quarter's employment in the base period, the high quarter is
ordinarily a quarter of substantial employment. For most claimants a
qualifying requirement expressed as a multiple of high-quarter wages

or a miltiple of a benefit amount based on high-quarter wages serves

as a fair test of length of employment.

In a formula that computes the weekly benefit as the same fraction of
high-quarter wages at all benefit levels, a qualifying requirement in-
terms of either a multiple of high-quarter wages or a multiple of the
weekly benefit amount is appropriate; either multiple requires a given
proportion of wages outside the high quarter. For example, a qualifying
provision of base-period wages equal to 1-1/2 times the individual's
high-quarter wages requires all eligible claimants to have had employment
outside their high quarter approximately equivalent to half their high-
quarter employment. A multiple of 30 times the claimant's weekly benefit
amount has the same result (at all benefit levels except the maximum), if
combined with a high-quarter fraction of 1/20; e.g., a claimant with $500
in high-quarter wages and a weekly benefit of $25 would need $750 in base-
period wages, or 1-1/2 times high-quarter wages.

The maximum weekly benefit level 1s different from the lower benefit
levels in that a claimant eligible for the maximum can have enough wages
in 1 calendar quarter to meet a requirement of total base-period earnings
stated as a multiple of the weekly benefit amount. This is also true of

a multiple of high-quarter wages when a dollar amount is computed for each
benefit level (either at the midpoint or the upper or lower limit of the
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wage bracket) and included in the benefit schedule (see tables 3 and L,
pages A-l4 to A-17). To remedy this situation, many high-quarter States
have a requirement that all insured claimants must have earned wages in

at least 2 quarters of the base period. Under such a provision, hovever,
it is possible to qualify for the maximum weekly benefit with only a nominal
amount of wages outside the high quarter. A more effective provision is
suggested in Formules A and B (tables 3 and 4). For example, Formula A,
which includes in the benefit schedule a qualifying provision of 1-1/2
times high-quarter wages (computed at the upper limit of the wage bracket),
requires that insured claimants at all weekly benefit levels, including
the maximum, have wages outside the high quarter equal to 1/3 of the base-
period wages required to qualify for the benefit amount. Thus, an indi-
vidual who earned in his high quarter wages far in excess of the $1,920
required to qualify for the $6U4 maximum weekly benefit amount must have
additional earnings of at least $640 outside his high quarter.

A multiple of the weekly benefit amount should not be used with a formula
that computes the weekly benefits of low-wage claimants as a larger frac-
tion of high-quarter wages than at the higher weekly benefit levels, be-
cause it would require a larger proportion of high-guarter wages outside
that quarter for claimants at low benefit levels than for those at the
higher benefit levels. If, for example, a 30-times-the-weekly-benefit
requirement were applied to Formula B (table L), $330 would be required
for the $11 weekly benefit (instead of $318) and $1,770 for the $59 weekly
benefit (instead of $2,118). The $11 claimant at the top of the bracket
would have to have earnings of $117.50 outside the high quarter, or 55
percent of his high-quarter wages, while the $59 claimant at the top of
the bracket would have to have additional wages ($357.50) equal to only

25 percent of his high-quarter wages. Thus, the $11 claimant would need
1.6 times his high-quarter wages to qualify for benefits, while the $59
claimant would qualify with only 1.3 times. The nmultiple of high-quarter
wages, such ag that used in Formula B, automatically extends the weighting
of the high-quarter fraction to the qualifying requirement, and applies
equitably at all benefit levels by requiring all eligible claimants to
have earnings outside the high quarter equal to approximately one~half

of their high-quarter wages.

A flat qualifying amount.--A flat qualifying amount is typical of the
annual-wage formula, but is used also with some high-quarter formulas.
Ixcept in the States with annual-wage formulas, such a qualifying re-
quirenent is used only with variable duration. A flat qualifying re-
quirement is simple to understand. It seems equitable in that all
claimants with the specified minimum amount of base-period wages qualify
for some benefits. However, a requirement of, say, $400, is inequitable
as between low-wage and high-wage claimants since it may require only a
few weeks of employment for high-paid workers to qualify and many weeks
for low-paid workers.
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Because a flat amount of wages may be earned in only a few weeks, most

of the high-quarter formulas that have retained the flat qualifying re-
quirement have added provisions requiring a specified amount of wages in

a quarter other than the high quarter. Usually the additional requirement
is also stated as a flat dollar amount. This results in the same inequity,
as between low-wage and high-wage claimants, as the flat qualifying require-
ment itself; low-wage workers must have more weeks of employment outside
their high quarter to meet the additional requirement than those at the
higher wage levels.

Amount of Employment or Wages Required

It is generally accepted that a qualifying requirement of 1% to 20 weeks
of employment in the base period--or the equivalent of such weeks stated
in terms of a multiple of high-quarter wages or of the weekly benefit
amount--represents sufficient attachment to the covered work force to
admit a worker to benefits under the unemployment insurance program.
Where a significant number of workers are paid benefits on the basis of
earnings in one calendar quarter (at the maximun weekly benefit level)
or of less than 14 weeks of work, there is a danger that the State is
admitting to benefits individuals who are habitually employed only in
seasonal or casual work. UWhere a State requires more than 20 weeks of
work or the equivalent in wages, it should examine the employment and
earnings patterns of its covered work force to determine the extent to
which its requirement is excluding from benefits groups of workers who
are ordinarily attached to the covered work force and who depend upon
wages for their livelihood. Precisely how many weeks of work within the
range of 1k to 20 weeks (or the equivalent in wages) is an adequate test
of labor-force attachment depends on the employment and earnings patterns
of the covered workers in the State.

In considering a qualifying wage provision expressed in terms of a mul-
tiple of high-quarter wages or of the weekly benefit amount, it is nec-
essary to take account of the interrelation of the qualifying requirement
with the other parts of the benefit formula and the effect on the number
of weeks of work required to meet the provision. For example, a qualify-
ing requirement of 1-1/2 times high-quarter wages means that an individual
who had 10 weeks of work in his high quarter must have had base-period
employment equivalent to 15 weeks at the same weekly rate of pay as in

his high guarter; for a claimant with 13 weeks of work in the high quarter,
it will require 19-1/2 weeks of employment at the high-quarter rate of pay.
(see pages A-28 and A-29 for an explanation of the construction of quali-
fying-wage requirements expressed as a multiple of high-quarter wages or
of the weekly benefit amount.)

A qualifying requirement of 35 times the weeldy benefit amount computed

as 1/25 of high-quarter wages means that an individual who had 10 weeks
of work in his high quarter must have had total base-period employment
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equivalent to 14 weeks of employment at the same weekly rate of pay as
in his high quarter; for a claimant with 13 weeks of work in the high
quarter, it will require 18.2 weeks of employment at his high-quarter
rate of pay.

In considering the various multiples of high-quarter wages or of the
weekly benefit amount, it should be remenmbered that many claimants do
not earn the same weekly wages throughout the base period, particularly
if it was a period of high unemployment. Uages in weeks worked outside
the high guarter are frequently lower than the weekly wages during the
high gquarter. Thus, to the extent that an individuval's weekly earnings
outside the high quarter were lower than during such quarter, the number
of weeks of work required in the preceding examples would be larger.

Modification of Qualifying Requirements

Step~-down provisions.--With a high-quarter formula, the rigidities arising
from the division of earnings into calendar quarters may result in making
some workers eligible and others ineligible although they had the same
amount of base~-period wages and the same number of weeks of employment.

If the quarter of highest wages includes unusual wage payments such as
annual bonuses or extensive overtime, a qualifying requirement based on
high-quarter wages directly (e.g., 1-1/2 times such wages) or indirectly
(through a multiple of the weekly benefit amount) may be high in relation
to normal earnings and may exclude from benefits individuals with consid-
erable employment outside the high quarter.

Accordingly, the Bureau recommends a corrective device that has been adopted
by some States to permit claimants to qualify for a lower weelly benefit
than that to which their high-quarter wages would ordinarily entitle them,
when their high-quarter wages are disproportionately high or when rounding
of their weekly Dbenefit to the next higher dollar raises the qualifying
wages so that they are not eligible. Under such a "step-down" provision,

an individual who is found ineligible under the normal qualifying require-
ment for his weekly benefit may be found eligible for a lower weekly benefit
if his base-period earnings equal or exceed those required for the lower
benefit. A claimant who has not earned, for example, 30 times his rounded
benefit amount may be found to have earned 30 times the next lower benefit
amount .

The Bureau recommends that the step-down provision permit dropping back
no more than one or two benefit levels. Further step-down is undesirable
if it allows claimants to qualify for benefits with only a negligible
amount of employment outside the high quarter. An unlimited step-down
provigsion is not recommended; it makes the minimum qualifying requirement
a Tlat requirement that can be met by 1 gquarter's employment. Unlike a
flat qualifying requirement, however, it reduces the weekly benefit for
claimants who do not meet the normal requirement of the specified multiple
of the weekly benefit which the high-quarter wages would yield.
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When the qualifying requirement for the maximum weekly benefit amount
includes a provision that a given proportion of total base-period wages
must have been paid outside the high quarter (see page 47 and footnote 2
of tables 3 and 4), the step-down provision should also include a similar
provision. Otherwise, the step-down provision might allow a claimant with
high earnings in 1 quarter to qualify for a lower weekly benefit although
he had no earnings outside the high quarter. TFor example, under Formula A
(table 3), a claimant with total base-period wages of $1,750, earned in
only 1 quarter, could meet the qualifying requirement for the $58 weekly
benefit amount($1l,TH0) unless the step-down provision clearly requires
that at least 1/3 of the amount of base-period wages required for such
lowver amount must have been earned outside the high quarter.

Additional qualifying requirements.--Secondary qualifying requirements
included in a State law or in a proposed amendment should be examined from
both substantive and administrative points of view. ZILvery additional re-
gquirement creates more borderline cases of claimants who meet part of the
requirement and feel that they should be entitled to benefits. ILvery ad-
ditional requirement involves its own reporting problem. Some provision
that results in requiring a fraction of base-period wages outside the high
quarter is desirable, but rigidities in the distribution of such wages
should be avoided. For instance, a provision requiring wages outside the
high quarter equal to a specified dollar amcunt or to 1/3 of total base-~
period wages (which is the same as requiring 1-1/2 times high-quarter wages)
should not be accompanied by a requirement that such wages be earned in the
last 2 quarters of the base period. The effect of such a provision may be
to postpone the beginning of the benefit year and the loss of wage credits
earned in an earlier calendar quarter. (For an explanation of the effect
of this provision, see page A-30.)

Another type of special qualifying provision used by some high-quarter
States is applicable only to the minimum weekly benefit amount. In addi-
tion to requiring a minimum amount of wages in the base period to qualify
for the minimum weekly benefit, these States require a minimum amount of
wages in the high quarter, usuvally equal to 1/2 to 2/3 of the minimum
qualifying wage. The Bureau recommends that the lower limit of the lowest
wage bracket be set at 1/4 of the minimum qualifying amount, so that no
worker who meets the minimum wage requirement will be denied benefits
solely because his base-period earnings were distributed evenly among the
L4 quarters of the base period.

Although few claimants receive the minimum weekly benefit and still fewer
qualify on the basis of the minimum base-period wages required for such
amount, it is important from the standpoint of social policy that the
qualifying requirements be equitable to claimants and, at the same time,
consistent with the objectives of the benefit formula. When as much as
1/2 or 2/3 of the minimum qualifying wages must have been earned in the
high quarter, a worker may be ineligible for benefits because of insuf-
ficient high-quarter wages, even though he had well in excess of the
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minimum base-period wages required. For example, in a State with a
minimum qualifying requirement of $300 and a minimum high-querter-wage
requirement of $200, a claimant with base-period wages of $750 would be
ineligible for any benefit if his wages were so distributed among the L
quarters that he did not have $200 in any one quarter.

If a State is unwilling to lower its minimum high-quarter wage to 1/4
of the minimum qualifying wage, it should consider lowering it at least
to 1/3 of base-period wages or to 10 times the minimum weekly benefit
amount, preferably the latter. A minimum high-quarter wage equal to 10
times the minimum weekly benefit would compensate for one-half of the
assumed weekly wage of a claimant who had 5 weeks of work in the high
quarter (and not more than 20 weeks of work in the base period).

Requalifying provisions for a second benefit year.--These provisions have
been adopted by some of the States where, because of the lag between the
base period and benefit year, it would otherwise be possible for a claim-
ant to draw benefits in 2 successive benefit years following a single
separation from work. This situation is most likely to occur in States
with a uniform base period and benefit year and a flat qualifying wage
requirement. In these States the 3 to 6 months between the first base
period and the first benefit year--which are inecluded in the base period
of the next benefit year--allow the claimant sufficient time to earn
enough wages to qualify for benefits in the next benefit year, with no
further employment since the beginning of the first benefit year. This
situation may also occur, even in a State with an individual base period
and benefit year and an adequate qualifying requirement, if the lag period
is more than 3 months--particularly if the claimant happens to become un-
employed and start his benefit year toward the end of a calendar quarter.
Data supplied by several States with such base periods (either uniform
or individuel, with a lag of 3 or more months) indicate that, in general,
about 5 percent or less of all claimants apply for benefits solely on the
basis of wages earned before the beginning of a preceding benefit year.

Although the Bureau's basic recommendation in this respect is elimination

of the lag period or reduction to less than 3 months, some States may
find, for administrative or other reasons, this to be not feasible. In

such States, additional emphasis should be placed upon the need to establish
qualifying requirements, such as have been recommended by the Bureau, that
require substantial employment in more than 1 calendar quarter. Since the
purpose of requalifying requirements is to test the claimant's continued
attachment to the labor force, the Bureau recommends that States which
require requalifying employment for a second benefit year do not limit

such employment to covered work.

Alternative qualifying requirements.--Alternative qualifying provisions
have been used in only a few States and have usually been limited to
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variations of a flat amount of wages in the base period. For the reasons
discussed in pages 47 and L8, these provisions are not recommended, either
as a regular qualifying requirement or an alternative provision.

Another type of alternative qualifying provision takes account of the
claimant's work history during not only the regular base period but also
a longer period that includes the regular base period. For example, under
one such provision, a claimant who has less than the required 20 weeks of
employment in the regular base period (52 weeks immediately preceding the
benefit year) is allowed benefits if he had at least 15 weeks of employ-
ment in the regular base period and a total of at least 4O weeks of em~
ployment in the 1Oh-week period preceding the benefit year. In other
words, if a claimant had 15 weeks of employment in the regular base pe-
riod, but was found to have had at least 25 weeks of employment in the
preceding 52-week pericd, he would be eligible for benefits; or, if he
had 19 weelks in the regular base period, he must have at least 21 weeks
in the preceding 52 weeks. However, his benefit rights would be based
solely on his wages in the regular base period.

An alternative qualifying requirement of this type may be a useful de-
vice for providing benefits for workers who have evidenced a strong at-
tachment to the covered work force in past years but whose employment
during the base period was disrupted by a recession or other conditions
beyond their control. Its use would be limited, however, to workers
wvhose base~period employment failed to meet the regular qualifying pro-
vision by only a small margin. Moreover, the alternative provision can
be effective for only 1 benefit year because the prior period in which
the claimant had substantial employment will have expired and can no
longer be included in the period under consideration in establishing a
subsequent benefit year. Thus, this type of alternative qualifying pro-
vision offers no solution to a State that is faced with the problem of
an unduly large number of claimants who are unable to qualify for bene-
fits because of a considerable amount of unemployment in the preceding

1l or 2 years. In such a situation, the alternative qualifying provision
would have little effect unless it took into account the claimant's work
history over a longer period, say, 3 to 5 years.

This type of alternative qualifying provision can be adapted for use with
a regular qualifying provision expressed in terms of wages. IHowever, it
may have some undesirable effects because a specified amount of wages,
even vhen related to earnings in the high quarter, does not represent

the same number of weeks of work for all claimants (see page 48). Thus,
reducing the regular qualifying requirement to a point that it will be
effective for individuals with a substantial past attachment to the
covered work force may admit many others whose past and current attach-
ment is far less certain. For example, with a regular qualifying re-
quirenent of 1.5 times high-quarter wages, an alternative provision re-
quiring earnings of 1.1 times high-quarter wapges in the regular hk-quarter
base period and total earnings of 3.0 times high-quarter wages in an ©-
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gquarter period would require a claimant with 13 weeks of work in his high
quarter to have 14.3 weeks of work in the regular H—quarter base period
and 24.7 weeks in the preceding 4 quarters. However, for a claimant who
had 10 weeks of work in his high quarter, it would require only 11 weeks
of work in the regular L-quarter period and only 19 weeks in the preceding
I quarters, which means that he did not have earnings eqpivalent to as
much as 20 weeks of work in either h-quarter period. Moreover, an al-
ternative qualifying requirement, coupled with a base period ending at
least 3 months before the beginning of the benefit year, would increase
the number of claimants who are able to meet the qualifying requirement
solely on the basis of wages earned before the beginning of a preceding
benefit year (see page 51).

Duration of benefits for claimants who become eligible under the alter-
native qualifying provision is another factor that must be considered.

If uniform duration of benefits is provided, all claimants would, of course,
be entitled to the same number of weel:s of benefits, regardless of vhether
they qualified under the regular qualifying provision or the alternative
provision. However, if duration of benefits varies with the claimant's
weeks of employment or amount of wages, the State must consider what modi-
Tications of the duration formula should be made to provide adequate bene-
Tits for individuals who qualify under the alternative provision. If it
wishes to utilize the claimant's wage credits that have not already been
used for payment of benefits in a preceding benefit year, it must consider
the complications of such a provision, particularly if its experience-
rating formula is based on a system of benefit charges. On the other hand,
if benefits in the current benefit year are to be based solely on weeks of
employment or wages in the regular base period, the regular duration frac-
tion will yield a lower minirmun duration than that provided by the regular
qualifying requirement unless some special provision is made.

If an alternative qualifying provision encompassing a period longer than
the usual base period is under consideration, it should be weighed care-
fully against other modifications of the benefit formula that may be a
more appropriate solution to the problems facing the State. TFor example,
a longer duration of regular benefits or a program of extended benefits
may be more effective than an alternative qualifying requirement in pro-
viding benefits for workers with long attachment to the covered work
Torce who have experienced an unusual amount of unemployment during the
past year.

sSwmnary

As a basis Tor providing adequate benefits for workers who have a sub-
stantial attachment to the covered work force, the Bureau recommends:

1. That the qualifying provision require the same amount of em-

ployment at all benefit levels-~preferably a specified number
of weeks of employment, within a range of 14 to 20 weeks.
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10.

That weeks of inconsequential employment be excluded when the
qualifying requirement is in terms of weeks of employment.

That, if the qualifying requirement is in terms of wages, it
be stated as a multiple of high-quarter wages or of the weekly
benefit amount that would be equivalent to 14 to 20 weeks of
employment.

That the amount of wages required outside the high quarter at
all benefit levels, including the maximum, be the same pro-
portion of the required high-quarter wages (see, for example,
Benefit Formulas A and B).

That the qualifying wage requirement be appropriate to the
rest of the benefit formula, e.g., a multiple of high-quarter
wages be used with a weighted high-quarter benefit schedule.

That a "step-down" provision, limited to not more than two
steps, be included with a qualifying requirement stated in
terms of a multiple of high-quarter wages or of the weekly
benefit amount.

That the qualifying wage requirement not be stated as a flat
dollar amount; however, if a flat amount is used, it require
wages outside the high quarter equal to a specified proportion
of the required high-quarter wages, rather than a flat amount.

That no limitation be placed on the calendar quarters (other
than the high quarter) in which the required base-period
wages must be earned.

That the minimum amount of high-quarter wages required for
the minimum weekly benefit be set at a reasonable fraction
of the minimum qualifying wages--preferably 1/4 but, at the
most, not more than 1/3 of such wages--or 10 times the mini-
mum weekly benefit amount.

That to prevent eligibility for benefits in a second benefit
year based solely on employment before the beginning of a
previous benefit year, provisions be adopted either (a) by
means of request wage reporting, to reduce the lag period to
less than 3 months; or (b) to require substantial employment
in two calendar quarters, as a qualifying requirement appli-
cable to all benefit levels.
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X. ELIGIBILITY FOR BENEFITS AND DISQUALIFICATION FROM BENEFITS

No area of unemployment insurance is more controversial than the pro-
visions which govern eligibility and disqualification. While it is
important to limit the payment of benefits to that unemployment which
is within the program's intended scope, the unemployment insurance
system should give insured workers confidence that they will receive
benefits during periods of involuntary unemployment. This confidence
may be undermined if the system's guarantee is unduly qualified by
conditions and restrictions.

The eligibility and disqualification provisions delineate the risk which
is intended to be insured. Because they usually involve judgmental con-
sideration of subjective factors, they cannot be as precise as the provi-
sions for weekly benefits, duration of benefits, qualifying wages, and
other monetary determinations discussed in prior chapters. Provisions,
for example, on ability to work, availability for work, voluntary leav-
ing without good cause, and refusal of suitable work require day-to-day
interpretation. The effective law on eligibility for benefits and dis-
qualification from benefits is thus the statute as it is applied to
individual claims through the State's administrative and appellate
machinery. In some cases, although identical statutory language is
found in the laws of different States, it is interpreted differently.
Only the statutory provisions are considered here, but any State should
consider the interpretations of its present law in assessing the desir-
ability of amending it to carry out the objectives of the program.

Purpose of Eligibility and
Disqualification Provisions

The eligibility and disqualification provisions aid in defining what
unemployment is to be compensated under the system. Unemployment which
the system intends to compensate is limited, in general, to the unem-
ployment of workers who are bona fide members of the labor force and who
are unemployed because there 1s no suitable work available to them. As
positive conditions for the receipt of benefits for each week of unem-
ployment, a claimant must be able to work and available for work. As a
negative condition, he must not be disqualified for reasons arising out
of the circumstances of his leaving work or of his continued unemploy-
ment. A determination of ability to work and availability for work
must be made for each week of unemployment for which benefits are
claimed. A determination of disqualification spplies for a longer peri-
od of time, as will be shown below.

The various eligibility and disqualification provisions are interrelated.
A claimant may demonstrate unavailability for work by refusals of suit-
able work; a claimant who has left a job with good personal cause may not
be immediately available for work.

663575 O - 62 - §
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Waiting Period

In most States a claimant is not eligible for benefits until he has
served a walting period of uncompensated unemployment in which he was
otherwise eligible for benefits.

A waiting period was included in the early unemployment insurance laws
for two reasons: (1) to allow time for meking determinations and for
contesting them prior to the end of a compensable week; and (2) to pre-
serve the fund for long-duration unemployment by not paying for very
short periods of unemployment. The experience of a few States which
have repealed the waiting-week provisions indicates that there is not
necessarily an administrative need for a waiting week. TIn most States,
fund protection alone does not justify the retention of the walting
week. However, the elimination of the waiting week should not be sub-
stituted for improvements in the weekly benefit amount or the duration
of benefits.

Where a waiting period is retained, 1 week of either total or partial
unemployment in a benefit year is adequate.

The waiting week usually is the first week of unemployment ocecurring
in a benefit year. There are, however, two types of situations in
which exceptions should be made. The first occurs when a claimant is
unemployed and receiving beneflts for a period of unemployment at the
end of a benefit year. If his period of unemployment extends into the
new benefit year, he should not be required to serve a waiting period
for the second benefit year, either at this time or later in the new
benefit year. It is inequitable to the claimant to interrupt the pay-
ment of benefits for consecutive weeks of unemployment merely to make
him serve a waiting period. The administrative problems of assuring
that such claimant is required to serve a waiting period should he have
a subsequent period of unemployment in the second benefit year are out
of proportion to any saving in the funds.

Also, special provisions should be made to allow claimants to serve a
vaiting period in the last week (or weeks) prior to the beginning of

a benefit year. Such a provision would be advantageous to claimants
who had exhsusted benefit rights and remained unemployed or agein be-
came unemployed before the beginning of a new benefit year, as well as
to new entrants to the labor force who will not be entitled to benefits
until a specified date. These provisions are especially needed with a
uniform benefit year under which claimants are more likely to be unem-
ployed at the turn of a benefit year than with an individual benefit
year related to the claimant's unemployment. Without the provision
that claimants may carry into the new benefit year credit for a waiting
period served at the end of the prior benefit year, claimants becoming
unemployed in the last week of a uniform benefit year have no credit
for such a week of unemployment.
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Ability to Work and Availability for Work

The qualifying wage or employment requirement limits unemployment bene-
fits to claimants who have been working in covered employment. The able-
to-work and available-for-work requirements are designed to demonstrate
whether the claimant is currently attached to the labor force. When a
claimant is physically or mentally incapacitated for work, benefits are
not payable because he is unable to work. In several States eligible claim-
ants do not become ineligible because of illness or disability occurring
after they have filed a claim and registered for wo.k as long as they have
not refused an offer of work which would have been suitable except for the
disability. In such cases the cause of the unemployment is considered the
original lack of work rather than the intervening inability to work.

A claimant's registration for work at the employment office affirms that
he is in the labor forece and wishes to remain there and that he is avail-
able for work. His refusal of work may demonstrate that he is not avail-
able for work. Unavailability for work may also be shown in other ways.
If a claimant's personal circumstances prevent him from accepting work,
benefits are not payable because he is not available for work. Semi- .
larly, he would be held unavailable for work if he shows that he is
unwilling to work, or if he fails to make such efforts to find suitable
work as are reasonable in his circumstances, or if he so restricts the
work, working conditions or locality of work which he will accept that
no substantial market exists for his services.

Availasble for suitable work.--The law should provide explicitly that a
claimant need be available for suitable work only. In the absence of

such a provision, the work refusal provision may be circumvented and a
claimant held unavailable because he has refused offers of unsuitable

work or has stated that he would not accept types of work which were,

under the law, unsuitable for him.

The avallability requirement means that the claimant must be available
for suitable work which is ordinarily performed in his chosen locality
in sufficient amount to constitute a substantial labor market for his
services.. A claiment does not satisfy the requirement by being avall-
able for an insignificant amount of work. Ordinarily, for example, a
concert pianist in a rural area who limits his availability to concert
vwork in that area is not available for enough suitable work to meet the
requirement.

By the same token, the availability requirement does not mean that a
claimant who is avallable for a substantial amount of work must be
available for all work that is suitable for him. Thus, in most urban
localities a person who was qualified both as & radio and television
repalir man and as an automobile mechanic could limit himself to one of
these occupations and yet be available for a substantial amount of
work, sufficient to meet the availability requirement. However, the
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fact that an individual may meet the availability requirement, although
limiting his availsbility to less than all the work that is suitable for
him, is not in itself good cause for refusing an actual offer of a suit-
able job.

A broad availability provision.--The aveilability provision should be
vritten in broad terms because it must be applied under changing labor
market conditions and to individual claimants seeking work under varied
circumstances. Therefore, there should be no specific requirement that
claimants be actively seeking work or unable to find work, or be avail-
able for a particular kind of job or in a particular kind of locality.

A general availability provision permits an agency to use any reasonable
tests of availability which it finds necessary under the particular cir-
cumstances of each case, including a requirement that a claimant make
such efforts to obtain work on his own behalf as are appropriate under
the labor market conditions applicable to his occupation in the locality
and in view of his particular circumstances. Thus, it permits. the agency
t0 require certain claimants to expend reasonable efforts on their own
initiative to obtain suitable work, for example, in isolated areas, while
recognizing the futility of such efforts under other conditions, for
example, in a one-industry town. Proof that a claimant has actively
sought work may be an empty gesture, demoralizing to the claimant and a
nuisance to employers when no work is .available in an area. Such proof
should not be required of all claimants by statute. While claimants
should be active candidates for jobs as a condition for receiving bene-
fits, the test of availability should be realistic, taking into consid-
eration such factors as business conditions, the penetration of the
employment service, the hiring methods in the industry in which the
claimant is seeking work, and the claimant's individual circumstances.
Where there is a substantial lapse of time between the last day the
claimant has worked and the day he files his claim, his availability
should be closely examined and a determination made whether he is in

the labor market, ready, willing, and able to work.

Availability for work may be more difficult to prove when a claimant

‘has moved from a locality in which he has worked in covered employment.
However, it is undesirable to write into the law any requirement that a
claimant must be available for work "in a locality where his base-period
wages were earned or in a locality where similar work is aveilable."

Such a restrictive provision would require the disqualification, for
example, of an auto worker who had moved to a new locality for his health
or the health of his wife, when he was genulnely available for many types
of work which were performed there in other manufacturing industries. It
would also require the disqualification of a claimant from a declining
industry, such as the coal mines, who moved to another area to look for
some other type of work. The detalled provision is not necessary since
the broad availability provision could eliminate a claimant who has
moved into a community in which work which he is both qualified to do

and willing to accept is not performed.
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Eligibility of approved trainees.--The Bureau recommends that the
unemployment insurance law permit the payment of benefits to other-
wise eligible claimants who are taking needed vocational retraining
courses, provided certain conditions have been met. The Bureau also
recommends that the number of compensable weeks ordinarily payable

to an otherwise eligible claimant-trainee be extended for a limited
period in order to facilitate the completion of the claiment's train-
ing.

As our economy grows, changes take place in its industrial make-up
making old skills obsolete. Technological advances cause us to use
proportionately fewer workers to produce the goods we need while more
workers are needed to produce the increasing services required as our
standard of living goes up. In addition, illness, injury or advanced
age often prevent a worker from utillzing his skills and compel him
to seek work in some other cccupation. Thus, an increasing number of
insured workers are finding that future as well as present needs for
thelir particular skills are rapidly diminishing and that employment
opportunities for them in their own labor market areas are becoming
minimal or nonexistent and are likely to remain so. If these workers
are to realize any substantial improvement in their prospects for
securing more stable employment in their own or in any other labor
market, it would seem that they first would have to acquire new and
more marketable skills. For many claimants in this situation the
most practical method of acquiring such skills is to complete a suit-
able vocational retraining course.

The payment of unemployment insurance benefits to these claimant-
trainees is consistent with the unemployment insurance program. Unem-
ployment insurance is designed to provide protection to workers who
ordinarily are employed but who are currently unemployed due to lack
of suitable work, and who are ready, willing and able to work. Paying
benefits to these otherwise eligible claimants, while they are taking
suitable vocational retraining, does more to meet the program's pur-
poses and objectives than any increase in the usual efforts to find a
suitable job. Under most unemployment insurance laws containing con-
ventional provisions as to availability, work search, and refusals,

the very conditions that ordinarily would lead to approvable vocational
retraining would also support the conclusion that the claimant's bene-
fit eligibility continue without disqualification. For example, given
obsolescense in the worker's occupation coupled with retraining in an
active occupation, it is reasonable to conclude that the worker is
demonstrating his availability and active search for work. Furthermore,
such a claimant-trainee should not be discouraged from completing an
approved training course; his training should be good cause for his
refusal of work that would prevent its completion. States with laws
or interpretations that preclude such results should change their laws.
Several States alresdy have enacted such changes.
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Not all claimants, however, may care to participate in a training
program. In the event a claimant refuses, without good cause, the
direction of the employment service to take a particular training
course, such refusal would be a factor to be considered in determining
his availability.

In many instances the claimants may be directed by the employment ser-
vice to take free vocational retraining shortly before or even after
they have exhasusted their benefit rights. Some provision should be
made to continue unemployment insurance benefit payments to these
claimant-trainees in order to facilitate the taking or the completion
of the training program that is so essential to their reemployment.

In the States which use an experience-rating system based upon benefit
charges, these added training benefits may be '"moncharged" to the
employer's account.

The following safeguards would have to be maintained if the objectives
of this vocational retraining are to coincide with the objectives of
the unemployment program:

1. The claimant's skills must be either obsolete or, for some
other reason, such that employment opportunities for him in
that labor market are minimal and are not likely to improve.

2. The claimant must possess aptitudes or skills which can be
usefully supplemented within a short time by retraining.

3. The training must be for an occupation for which there is a
substantial and recurring demand.

4., The training must be approved by the State employment security
agency.

5. The claimant must be enrolled in a training institution approved
by the State employment security agency.

6. The claimant must produce evidence of continued attendance and
satlisfactory progress.

Special availability requirements for special groups of workers.--Legis-
lative enactments holding students unavailable for work,. or pregnant
women unable to work, or women who leave work to marry ineligible for
benefits, are generally unnecessary as well as undesirable. These cir-
cumstances can all be dealt with equitably by administrative determina-
tions under the general availability provisions, teking into account the
facts in each case. Such special provisions lump together all individ-
uals similarly circumstanced in one respect and fail to recognize that
not all of them are, in fact, unavailable or outside the intended scope
of the program. Moreover, these provisions limit the agency in its
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administration of the law. If a claimant technically falls within
the scope of such a provision, the sanctions must be applied regard-
less of other facts that affirm the individual's actual and continued
ability to work and availability for work. Yet the provisions do not
eliminate the individual consideration of the circumstances of these
claimants by the local office personnel to determine whether the
special provisions are applicable. A State is generally in a better
position to handle equiltably the questions of availability if it
relies upon the general test of eligibility, implemented by guiding
principles issued to the personnel who make the availability deter-
minations.

If a State feels compelled to include a provision governing the eligi-
bility of pregnant women, such & provision should be drafted in terms
of a rebuttable presumption of unavailability during a stated period.
It could specify that a woman would be considered unable to work for

a specified period, such as from 4 weeks before the anticipated date

of childbirth to 4 weeks after childbirth, unless it is shown that she
is able to work during such period by a doctor's certificate, or by her
record of work during previous pregnancies.

Before and after this period, the agency would continue to determine
ability to work under the normal provision, judging each claimant upon
the particular facts presented. The period during which a pregnant
women who claims benefits 1s responsible for submitting special proof
of her ability to work should be set in relation to the State labor
laws or regulations dealing with the employment of pregnant women.

Major Causes for Disqualification from Benefits

The three principal causes of disqualification are voluntary leaving
without good cause, discharge for misconduct connected with the work,
and refusal of suiltable work. Disqualifications for these causes are
intended to eliminate from the insurance program weeks of unemployment
which are caused by certain acts of the claimant. In addition to the
special problems that are involved with respect to each of these dis-
qualifications, there are some considerations that would apply more
generally, i.e., length of disqualification, the imposition of penal-
ties such as cancellation of benefit rights, and disqualification for
other than the most recent separation from work.

Disqualifications when unemployment is due to a labor dispute, for
fraudulent misrepresentation, and for the recelpt of disqualifying
income follow different patterns.

Voluntarily leaving sultable work.--The unemployment that immediately
follows voluntary separation from suitable work 1is subject to disquali-
fication unless "good cause" exists for the separation. After a period
the continued unemployment of a claimant who quit his job and who 1s
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able to work and available for work is attributable to economic fac-
tors rather than to his voluntarily leaving work; such subsequent
unemployment should be compensable. (For discussion of the period of
disqualification, see page 65.) The disqualification should be limi-
ted to voluntary separations from suitable work. It 1s not reasonable
to disqualify a claimant for leaving work which would not be considered
suitable for him if he refused to accept it while unenmployed.

Good cause for voluntary leaving should not be limited to causes con-
nected with the work or attributable to the employer. It should
include good personal cause, such as a better job, illness of the
claimant, or in the claimant's family. Such an unrestricted "good
cause" provision reflects the concept that the only unemployment whose
cost industry should not be called upon to bear is unemployment which
is the worker's fault, i.e., unemployment caused by the worker's own
unreasonable act, rather than the concept that industry should pay
merely for the unemployment which is due to the action of the employer.
To restrict good cause to cases which come within the concept of "the
employer's fault" bars consideration of many valid personal and eco-
nomic reasons which prompt the ordinary reasonable worker to change his
job or to leave his job temporarily. Restricted "good cause' provisions
conflict with accepted concepts of personal and social rights and obli-
gations. They tend to restrict the mobility of labor and to destroy
workers' initiative in improving their economic status.

Obviously many claimants who leave work for good personal cause cannot
receive benefits immediately because they are not available for work;
for example, a women who left work because arrangements for the care

of her children had broken down and she had been unable to work out
substitute arrangements while employed. Until she can again make ade-
quate provision for her children, she cannot be considered available

for work and eligible for benefits. In such cases, the difference in
effect between a voluntary leaving provision with unrestricted good
cause .and one requiring that good cause be connected with the work is
that, under the unrestricted good cause provision, no disqualification
results and benefits are denied only for the weeks for which the
unavailability continues; the restricted good cause disqualification for
voluntary leaving would result in the postponement of benefits for the
number of weeks of disqualification specified in the statute, regard-
less of whether the individual becomes availeble for work before the end
of that statutory period.

Discharge for misconduct.--Unemployment immediately following a discharge
or suspension for misconduct connected with the work is also subject to
disqualification. Unlike the voluntary leaving disqualification, the
misconduct disqualification should be limited to misconduct connected
with the work, for the program is not and should not be concerned with
the conduct of workers unrelated to the job. The agency is in no posi-
tion to admeasure varying lengths of unemployment which might be decemed
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to be directly proportionate to the degrees of seriousness in the
misconduct. Therefore, the period of disqualification should be
fixed by statute. If the facts presented by the claimant and his
employer are considered by the agency as proving a deliberate act or
omission by the worker which constitutes a material breach of his
obligations under his contract of employment in disregard of his
employer's interest, he should receive no benefits for the period
specified in the law (for discussion of the length of the period, see
page 65 ); however, if the agency mskes no such finding, the claimant,
if otherwise eligible, should receive benefits.

As an adjunct to the misconduct disqualification provision, some State
laws impose a penalty upon a claimant who is discharged from his last
job for misconduct connected with his work whenever the misconduct is
"aggravated." These have had very limited application. Since the
penalty or punishment imposed in these circumstances represents a
direct financial loss to the claimasnt that is comparable to fines that
are imposed upon individuals who are tried and convicted for a criminal
act, this aggravated misconduct provision should limit its application
to criminal acts by the claimsnt for which he was tried and convicted
by a court of law or upon his written admission of the crime.

Refusal of suitable work.--The provision for the imposition of a dis-
qualification for a specified period after a claimant has refused
suitable work reinforces the requirement that a claimant be available
for work. To justify the agency's finding of disqualification, the
work refused must be suitable as defined in the law and the refusal
must be without good cause. Moreover, the disqualification should be
limited in application, as it is in most States, to refusals of work
by individuals in claimant status.

What is suitable work?--Suitable work, as used in the available-for-
sultable work requirement and in the disqualifiecations for voluntary
leaving of suitable work and for refusal of suitable work, should be
defined in the law and interpreted from day to day in benefit decisions.

The statute must include the standards required by section 3304(a)(5)
of the Internal Revenue Code of 1954, if employers covered by the
State law are to credit their State contributions against the Federal
tax. These standards are designed to protect a claiment from a denial
of benefits for refusing to accept new work "if (A) the position
offered 1s vacant due directly to a strike, lockout, or other labor
dispute; (B) if the wages, hours, or other conditions of the work
offered are substantially less favorable to the claimant than those
prevailing for similar work in the locality; and (c) if, as a condition
of being employed, the individual would be required to join a company
union or to resign from or refrain from joining eny bona fide labor
organization.”

- 63 -



In addition, State laws should include, as most of them do, additional
criteria to be considered in any determinstion of what work is sult-
able for any individual. These criteria are designed to help stabi-
lize employment, to promote maximum utilization of existing skills in
the lebor force and otherwise to promote the public interest as well

as to contain those factors that the ordinary reasonable worker would
consider when deciding whether to accept or retain a particular job.
They include such factors as a claimant's physical fitness for the work;
his prior training and experience; his prior earnings; the length of his
unemployment; his prospects for obtaining work at his highest skill; his
prospects for obtaining local work; the distance of available work from
his residence; the risk to his health, safety and morals; and the effect
the acceptance of the job would have upon his occupational status, upon
his union standing, and upon his opportunity to get work at his highest
skill. These criteris emphasize that "suitasble work" has meaning only
in relation to a particular individual and a particular job and to some
extent, to the nature of the local lsbor market. Work which may be
sultable for claiment A may be utterly unsuited to B's skill or circum-
stances.

In the definition of suitable work, the concept to be kept in mind is
the suitabllity of the work for the individual, not of the individual
for the job. To determine suiltability solely on the basis of whether
the worker is reasonably able to do the job, or of whether the job pays
more than his weekly benefit amount, would be to down-grade skills.

Under the recommended criteria, "suitable work" for—an—individual may
change as his period of unemployment lengthens.

Provisions on suitable work in a few State laws tend to tie claimants
to the locality where they have worked by providing that no work is
unsuitable because of distance if it is in substantially the same
locality as the claimant's last regular employment snd if he left that
employment without good cause connected with it. Such provisions are
undesirable. They would work to the disadvantage, for example, of a
claimant who had left one locality because his health required him to
live elsewhere, and who could not immediately find work for himself.

If his former employer offered him his old job, he would be disqualified
for not accepting it, though he was genuinely available for a type of
work normally performed in the new locality. To place a pensalty on
labor mobility not only is a limitation on the workers' traditional
freedom of movement but may hamper the efforts of new or expanding
industries, including those necessary for the national defense program,
to obtain necessary additional labor supply. It also discourages the
movement of insured workers from areas of labor surplus, where they may
become a drain on community resources, to areas where they have better
prospects for employment.



Effect of Disqualification on Claimants

The Bureau has long urged that disqualifications should not be con-
sidered penalties, although even a postponement of benefits for a few
weeks seems a penalty to the unemployed worker who is disqualified.
The purpose of disqualification is not to punish anyone, but to limit
payment of benefits to weeks of unemployment during which the benefi-
ciaries are currently in the labor force and are unemployed because
they are unable to find suitable work. For this reason, the Bureau
has urged that disqualication for the major causes be limited to
postponement of benefits for a fixed period, not for the duration of
the unemployment; that disqualification be limited so as to relate
only to separation from the most recent employment; and that benefit
rights not be cancelled or reduced. These recommendations are dis-
cussed below.

Period of disqualification.--The length of any period of disqualifi-
cation should be reasonably limited to the period during which the
unemployment originating from the claiment's own sction continues to
be due to that action. It should be fixesd by statute in accordance
with the average length of time ordinarily required for an employable
worker to find sulteble work in a normal labor market. Existing
national data on duration of insured unemployment reveal that 6 weeks
is the average number of weeks claimed per spell of unemployment.

The disqualified claimant, like any other claimant, reasonably should
expect to spend about 6 weeks looking for work before finding a suit-
able job. This initial period of unemployment would seem to be the
direct result of his disqualifying act and, therefore, not a risk that
is intended to be compensated by unemployment insurance. The contin-
ued unemployment of the disqualified claimant beyond this period is no
longer due to his disqualifying act, but to the condition of the labor
market and the lack of suitable work. Thus, 1t should become compensa-
ble as the risk the unemployment insurance program is intended to insure.

The Bureau recommends that the ﬁeriod of disqualification for unemploy-
ment due to voluntary leaving, discharge for misconduct, and refusal of
suitable work be limited to a period of 6 weeks immediately following
the week of the disqualifying act or to the period of the claimant's
unemployment immediately following the disqualifying act, whichever

is the shorter. Some States may wish to fix the length of the disquali-
fication on the basis of State data. In this case, the period should be
based on State data over a number of years showing the average number of
weeks claimed per spell of unemployment.

Since the period of disqualification represents the period of unemploy-
ment that 1s caused by the cleimant's disqualifying act, any bona fide
intervening employment that the claimant might obtain during this
period of disqualification terminates the causal relationship between
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any unemployment subsequent to hi. new job and his prior disqualify-

ing act and thus terminates the disqualification. Should the claimant
lose his new job, his ensuing unemployment would be due to the fallure
of the new job to provide him with continued employment rather than to
his prior disqualifying act. In other words, notwithstanding the claim-
ant's prior disqualifying act, he still would have been employed but for
the loss of his new job. His right to benefits, thus, should now depend
upon the circumstances surrounding the separation from his new job.

The length of the disqualification period should be the same for all of
the three major causes. If the disqualification period differs for each
of the major causes, there can be no assurance that the insurance pro-
tection given workers will be equitable. For example, it is frequently
difficult to determine whether a given separation is a quit or a dise
charge. If a more prolonged period of disquallification is imposed for

a discharge for misconduct, the worker may try to prove that he left his
job of his own volition while the employer may maintain that the separa-
tion was due to a discharge. The task of the agency is simplified and
equity is achieved in such cases if such conflicting pressures on the
agency are removed by provision for equal periods of disqualification
for the two ceuses. Similarly, the situations which lead to a voluntary
separation and a refusal of suitable work are frequently identical;
accordingly, the period of disqualification for these two causes should
be the same.

Variable vs. flat periods.--Variable periods of disquelification for

any one of these three causes are not recommended beceause they are dif-
ficult to apply wniformly throughout the State, because they tend to
assume the character of penalties, and because the determination of the
length of the disqualification in a particular case is often based on
irrelevant factors. Flat periods of disqualification are more consist-
ent than variable periods with the function of the disqualification to
delineate the risk insured. They represent a practical decision as to
the point at which continued unemployment is no longer considered the
result of the original disquelifying act. Some States with variable
provisions have falled to use the flexibility which such provisions per-
mit and have tended to set the period of disqualification at the maximum
which is frequently a period in excess of the period during which his
unemployment 1s due to the disqualifying act. Fixed periods of disquali-
fication ensure the uniform treatment of all disqualified claimants
throughout the Jurisdiction and eliminate one issue which must be decided
by the agency or the appeal body. Once it is established that the rea-
son for the separation or refusal of work is a disqualifying one, the
length of the period of disqualification is automatically determined.

When varisble periods are used, the maximum period should be a reasonsble
one. The maximum period should not be the maximum period of benefit
duration, increased whenever the duration of benefits is incressed by
statute.
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Disqualification for the duration of the unemployment.--Provisions for
disqualification for the duration of the unemployment following or due
to a disqualifying act are not recommended. A disqualification provid-
ing that "a claimant shall be ineligible for benefits for any week in
which his unemployment 1s due to voluntarily leaving work without good
cause" means a disqualification for the duration of the unemployment.
Some State legislatures have added a requirement that the disqu-lifica-
tion is not terminated until a claimant has been reemployed anc e vned
wages equal to 8, 10, or 20 times his weekly benefit amount or i - had
wages for a specified number of days or weeks. Such provisions m:an
that a claimant i1s eligible for benefits in a benefit year only i1f he
has a second spell of unemployment and then only if his intervening
employment was long enough to meet the additional earnings requirement.
The effect of such a provision is most serious in a period when jobs
are scarce and unemployment may be prolonged.

Disqualification for separation from other than the most recent employ-
ment.--Disqualifications should be assessed, as they are in most States,
in accordance with circumstances of the separation from the most recent
employment. The weeks of disqualification should start with the week
in which the claiment quit work voluntarily, for example, and continue
for the period of unemployment which immediately follows the disquali-
fying act. Tying the period of disqualification to the date of the
claimant's act simplifies claim determinations; the agency is required
to look only to the cause of the current separation or suspension or
refusal of work offers. Since the disqualification is limited to the
unemployment immediately following the disqualifying act, any bona fide
employment terminates the disqualification. Any subsequent unemploy-
ment would be due to a new set of circumstances and no longer to the
prior disqualifying act. If a worker's new employment terminates for
lack of work before the end of the original period of disqualification,
he may receive benefits during the new spell of unemployment.

With provisions which disqualify for a specified number of calendar
weeks, employment does not terminate the disqualification. If the
period of disqualification is not long and if disquelification is
limited to separation from the most recent work by language such as
"hes left his most recent work without good cause,” the effect on
claiments will not be too harsh.

The States which compute weekly benefits and duration separately for
each employer to be charged teke a different spproach. (For discus-
sion of per-employer determinations, see page 23.) They consider the
reason for separation from each employer in inverse chronological order
vhen his account becomes chargeable and cancel all wage credits with
any employer if the separation was a disqualifying one. A small but
increasing number of States without per-employer determinations have
enacted provisions with a similar result. Thelr laws provide that all
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potentially disqualifying acts which happened within a specified period
must be taken into consideration when the initial determination of bene-
fit entitlement is made. Several States must examine all separations
since the beginning of the base period and cancel wage credits from any
employer whom a claiment left under disquelifying circumstances. Under
such provisions a claimant who left a job for a better job may have his
wage credits cancelled months later when he loses that job for lack of
work. The severlty of the effect of cancellation of wage credits de-
pends on the base perliod, the length of the claimant's employment in
the base period with the employer concerned, and the amount of wage
credits with other employers. However, 1t seems inequitable that dis-
qualification may apply to unemployment occurring long after the act
which brought about the claimant's disqualification--unemployment that
is obviously not due to the act which occurred before he was employed
by his most recent employer. Such provisions cannot be justified under
the purposes of disqualification. They are a penalty on disqualified
workers enacted to protect their employer's account against charges for
unemployment for which the employer does not accept responsibility.

Provision for cancellation of benefit rights.--Provisions for (1) reduc-
ing rights as if they had been paid during s period of disqualification
or (2) cancelling benefit credits earned with the separating employer
or with all employers prior to a voluntary quit or a discharge for mis-
conduct may result in a denial of benefits to the end of a benefit year
or even longer. ©Such harsh results seem contrary to the purposes of the
program as expressed in the Declaration of State Public Policy in the
preamble to most State acts. The effects of such provisions will vary
according to the circumstances.

Reducing benefits by the amount that a claimant would have drawn in the
weeks for which he was disqualified may leave him some benefits when
those weeks have expired, depending on the potential duration of his
benefits and the length of his disqualification. If he was disquali-
fied for his potential duration of benefits and the reduction was equal
to the benefits for these weeks (as is possible under some laws), he
obviously has no benefits for the remainder of the benefit year.

If benefit rights based on any work left under disqualifying circum-
stances are cancelled, the effect of the cancellation depends on the
proportion of his base-period wages earned from that job. If it was
the claimant's only base-period job, he has no benefit rights for the
benefit year. Thus, a disqualified claiment whose prior work history
as a steady worker would indicate that he is a good risk for unemploy-
ment insurance, 1s likely to suffer the heaviest penalty by such can-
cellation. Not only does he lose more wage credits than a disqualified
casual or Intermittent worker whose wage credits with his last employer
have been cancelled, but he is also apt to have lost all of his wage
credits whereas the casual or Intermittent worker usually still has
some left that he had earned with his other base-period employers. In

some cases, the effects of such cancellation extend into the next bene-
fit year.
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If the State law provides for cancellation of wage credits, provision
should also be made for cancellation of the benefit year and base
period (see page 6). Under such a provision, the disqualified cleaim-
ant can start a new benefit year as soon as he has sufficient quali-
fying wages or employment.

Noncharging of Benefits to Employers' Accounts

The pressures for limiting good cause for voluntary leaving to causes
attributable to the employer, for extending disqualification to other
than the last separation, for imposing disqualifications for the dura-
tion of the unemployment, and for cancelling wage credits arise from
the employers' desire to avoid charges to their experience-rating
accounts for unemployment of workers they did not lay off. Some States
have sought to mitigate the effect on individual employers' tax rates
of payment of benefits under these circumstances by holding that the
benefits paid may reasonably be considered not to reflect the employ-
er's experience with the risk of unemployment and providing that bene-
fits paid under certain circumstances shall not be charged to any
employer's account. For example, charges may be omitted for benefits
paid following a period of disqualification for voluntary leaving of
suitable work, provided the leaving was without good cause attributable
to the employer. In other States, the reasons for separation from base-
period employers are determinant of whether benefits will be charged,
but are not relevant to a determination of whether benefits will be

paid.l/

Since omission of charges for benefits in certain circumstances has
been found consistent with the provisions of section 3303(a)(l) of
the Internal Revenue Code of l95h,§/ restrictive disqualification
provisions are not necessary to prevent the charging of benefits to
employers' accounts.

Noncharging of benefits in a given situation should be comsidered in

the light of the particular provisions of the law the effects of which
it is desired to smeliorate and the decisions which the State appeals
tribunals are issuing under the law. In some States emendments which
have made possible payment of benefits under certain circumstances with-
out charges to employers have lncreased benefit payments but have not
decreased the contests on disqualification issues. In fact, they have
added & large administrative load of noncharging determinations.

}/ In some States, when benefits are paid without disqualification,
benefits may be noncharged to some base-period employers because of
the reason for separation from their employment.

g/ See Employment Security Manual, Part V, section 3780, for discussion

' of some situations in which benefit charges may be omitted within
the requirements of Federal law provided the benefits which are
charged assure a reasonable measure of employers' comparative exper-
ience with unemployment risk.
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Disqualification Because of a Labor Dispute

The labor-dispute disqualification differs from disqualification for
the three major causes because the former affects groups of workers
rather than individuals, and because the employment relationship is
not severed as it is with voluntary quitting and discharge. The peri-
od of the disqualification for labor disputes involves problems dif-
ferent from those involved in the period of disqualification for
voluntary leaving or discharge for misconduct. Some States have had,
and two still have, a limited disqualification period for unemployment
due to a labor dispute. Since most disputes do not last as long as
the 6 or 7 weeks plus waiting period specified ia these State laws,
such provisions have little effect on the length of the disqualifica-
tion. However, the payment of benefits to strikers represents a
departure from the program's traditional policy of neutrality in
labor disputes. The Bureau recommends that the labor-dispute dis-
qualification continue, in general, as long as the labor dispute
causes a substantial stoppage of the employer's work.

The Bureau recommends that the disqualification end whenever a stop-
page of the employer's work due to a labor dispute comes to an end or
the stoppage of the employer's work ceases to be due to the labor dis-
pute. An alternative provision of ineligibility for benefits for unem-
ployment due to & '"labor dispute in active progress" is not recommended
because "a dispute in active progress" is very difficult of precise
determinstion. Whether a stoppage of the employer's work exists can be
determined by relatively objective standards.

The labor-dispute disqualification provision should be so drafted as to
confine its operation to the workers who are actuslly concerned in the
dispute, and to protect other workers from loss of benefits due to a
strike that affects their work only indirectly. It should not apply
for any week unless all of the following conditions obtain during the
week: (1) a stoppage of the employer's work exists at the premises at
which the individual is or was last employed; (2) the stoppage is due
to a labor dispute at such premises; (3) the individual's unemployment
is due to the stoppage; and (4) the individual is not relieved of dis-
qualificaetion under the "escape clasuses." ’

The so-called "escape clauses' protect workers who are employed in the
establishment in which the dispute occurs but are not taking part in
the dispute, are not directly interested in it, and do not belong to

a grade or class of workers which is participating in or interested in
the dispute. A vprovision which would result in disqualifying individ-
uals who are finencing a labor dispute is not recommended since it may
operate to deny benefits to individuals whose only connection with the
dispute is thelr payment of dues to the union that is conducting the
strike.
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Disqualification for Fraudulent Misrepresentation

From the beginning, the laws have contained provisions for criminal
penalties for fraudulent misrepresentation to obtain benefits, as well
as for recovery or recoupment of benefits improperly paid. However,
these provisions were not always adequate because of the difficulty
of obtaining prosecutions. Therefore, the Bureau recommends an admin-
istrative disqualification for fraud when criminal sction is deemed
inadvisable.

Such & provision should be drafted and applied with great care. No
person should be disqualified from receiving benefits under such a
provision unless there is clear-cut evidence that he knowingly made

a false statement or representation of a material fact or knowingly
failed to disclose a material fact with the intent to defraud. There
must be evidence of intention to defraud, the act must be wilful and
knowing, and the misrepresentation must involve material facts before

a determination of fraudulent misrepresentation or nondisclosure can

be made. In order to provide adequate protection of claimants' rights
to benefits, claimants should have the right to appeal an adverse
administrative determination by the local office or by the fraud inves-
tigation section to the initial appeals authority and have the right to
appeal an adverse decision by such appeals authority to a higher appeals
authority, with a subsequent right to appeal further to the court.
Moreover, no disqualification should be imposed if proceedings have
been undertaken against the claimant under the criminal penalty provi-
sion and no fine or imprisonment should be imposed in any case in which
disqualification has been assessed for fraudulent misrepresentation.

It should be noted also that it is not necessary for a claimant to
have received any benefits under fraudulent conditions to be disquali-
fied for fraud. If it is found that a claimant intended to obtain
benefits through fraudulent means, the disqualification is applicable
whether or not any payments were made as a result of the fraud.

There is a substantial difference in philosophy between a disqualifi-
cation for fraudulent misrepresentation and a disqualification for any
other cause. This difference results in differences in the nature of
the disqualifications, in the starting date of the disqualification
period, and in the length of the period. The disqualification for
fraudulent misrepresentation is punitive. It is intended to deny bene-
fits to the claimant as punishment for his fraudulent act and does not
require any causal relationship between the claimant's unemployment and
his fraudulent act. The disqualifications for voluntary leaving, dis-
charge for misconduct, and refusal of suitable work, on the other hand,
are not punitive since they merely delineate uninsured unemployment
from unemployment that is intended to be insured. They are designed to
limit the payment of benefits to the involuntary unemployment of claim-
ants who are able to work, available for work, and willing to work.

663575 O - 62 - 6
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Consequently, these disqualifications, which take the form of a post-
ponement of benefits for a stated number of weeks, begin with the date
of the disqualifying act. Since the fraudulent act is not the cause
of the claimant's unemployment, and since the existence of the fraud
frequently is not discovered until some time after the act was commit-
ted, the period of disqualification for fraud should not begin either
with the date when the claimant became unemployed or with the date when
the fraud was committed. A disqualification beginning with either of
these dates can be wiped out by the passage of time before the fraud is
discovered.

Back-dating the disqualification, moreover, converts a series of pay-
ments that were properly made into overpayments which must be recovered
whenever the claimant has filed for benefits between the date the fraud-
ulent act was committed and the date it was discovered. This adds un-
necessarily to the administrative burden in computing and collecting
overpayments and tends to inflate the total of overpayments being re-
ported. It is more appropriate that the disqualification begin with the
date of the final determination that fraud has been committed. Such a
provision is also more analogous to the method of applying criminal
penalties. Since the disqualification is penal in nature, its severity
should be proportioneste to the claimant's fraudulent behavior. Accord-
ingly, the Bureau recommends a disqualification of 4 to 52 otherwise
compensable weeks. The local office or fraud investigation section can
then weigh the gravity of the fraudulent act or acts and the consequences
and set the length of the disqualification, within the range provided by
law, at the number of weeks that seem appropriate to the circumstances
of the individual case. In view of the remedial nature of the unemploy-
ment insurance law, however, the Bureau recommends that the disqualifi-
cation be terminated by the end of the 24-month period beginning with
the date of the determination.

The cancellation of all prior wage credits or benefit rights should not
be included in the administrative penalty for fraud since it is not an
equitable penalty because it is not uniformly effective. It permits a
claimant who files one or more fraudulent claims to suffer no subse-
quent penalty if he has exhausted his claim, or if the benefit year has
expired prior to detection. In addition, the penalty varies for indi-
viduals depending upon when the fraud is detected and upon the amount
of benefits remaining. The severity of the penalty thus is apt to bear
no relationship to the weeks of benefits the claiment has fraudulently
claimed or received. A reduction of the claimant's wage credits or of
his total benefit amount for freudulent misrepresentation could be made
fairly equitable, however, if it were limited to the specific amount
that otherwise would have been pald to him as benefits for the period
of the disqualification.
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The time within which the determination of fraud may be made for the
administrative penalty, or prosecution instituted for criminal penal-
ties, should be limited to 2 years (24 months) after the week in which
the fraudulent act was committed. Such limitation is necessary because
a longer period would put a claimant at a greater disadvantage in
obtaining evidence and witnesses, and because, for administrative,
reasons, it is not practicable for a State agency to go back to past
records for more than 2 years.

Summaxry

The Bureau recommends:

1. That, if a waiting period is required, it be not longer than
1 week of total or partial unemployment in a benefit year.

2. That claimants receiving benefits at the turn of a benefit
year be relieved of the requirement of a waiting period in
the new benefit year; that other claimants unemployed at the
turn of a benefit year be permitted to serve the waiting
period in the last week (or weeks) before a benefit year.

3. That the period of disqualification apply immediately after
the week of the disqualifying act.

L, That the period of disqualification be limited to the length
of time ordinarily required for an employable worker to find
suitable work in a reasonably normal labor market; on the
basis of national experience, this period would be 6 weeks.

5. That disqualification based upon the circumstances surrounding
the claimant's separation from his employment be limited to
the separation from his most recent employment.

6. That, to help determine what is suitable work, specific cri-
teris be provided to relate the suitability of the job in
question to the individusl circumstances of the claimant in-
volved, and that these criteria contain the factors the
ordinary reasonable worker would consider when deciding
whether a particular job was suitable work for him.

7. That the eligibility and disqualification provisions permit
the payment of benefits to otherwise eligible claimants who
are taking approved vocational retraining courses, provided
certain conditions have been met.

8. That claimants be required to be available only for suitable
work.
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10.

11.

12.

13.

1k,

15.

That claimants be disqualified only if some unreasonable act
on their part was the immediate cause of their unemployment.

That no provision should be made for cancellation of wage
credits.

That disqualifications should not be for the duration of the
unemployment. )

That good cause for voluntary leaving work should not be
limited to good cause attributable to the employer or con-
nected with the work.

That an actively-seeking-work requirement should not be put
into the statute.

That special availability requirements or disqualification
provisions for special groups of workers should not be put
into the law.

That an administrative penalty for fraudulent misrepresenta-
tion be provided, under which the claimant would be disquali-
fied for 4 to 52 otherwise compensable weeks, according to the
gravity of his offense, within the 24-month period beginning
with the date of determination.
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PROBLEMS ARISING FROM A 52-WEEK BENEFIT YEAR OR FROM OTHER
VARIATIONS FROM A FULL YEAR

For States having an individual benefit year and a h-quarter base period,
if the benefit year is defined as any period short of a full year, if
even by a day or so, it is possible for the base periods of a claimant

to overlap when one benefit year is immediately followed by a second.
States that define the benefit year as a 52-week period or that terminate
the benefit year for claimants in active claim status with the end of the
last full claim week within the year period, suffer from the same problem
of overlapping base periods. For example, the quarter, July-September,
1960, appesrs in both base periods of a claimant who establishes the
benefit year, January 1, 1961-December 30, 1961, with a base period
October 1, 1959-September 30, 1960 and follows it immediately with
another benefit year December 31, 1961-December 29, 1962, with a base
period July 1, 1960-June 30, 1961.

An alternative definition of "base period" that will prevent such over-
lapping provides that, under such special circumstances, the base period
shall be the last 4 quarter period immediately preceding the benefit
year. This creates administrative problems, however, in wage reporting
and claims processing, and, if the same situation exists for a third and
fourth benefit year, the claimant would continue to have the 4 calendar
quarters immedlately preceding each benefit year as his base period.

If the ending date of the benefit year is extended beyond a full l-year
period, as will occur under some circumstances if the allocation of a
week to a benefit year is allowed to affect the benefit year ending date,
the claimant may lose a quarter of wage credits. For example, the wage
credits earned in the calendar quarter October-December 1959 will be un-
available to a claimant who estsblished a benefit year March 27, 1960-
March 26, 1961, if the benefit year is extended to April 1, 1961, because
the claim week ending April 1, 1961, is included in that year. This
extension will delay his next benefit year to April 2, 1960, and make his
next succeeding base period the calendar year 1960.



Table 1.~-Lag between end of base period and beginning of benefit
year and, in States with uniform periods, date of new
claim based on wages in such base period, October 1962

Lag from end of base period to:

Beginning
Type of base period, in relation of benefit
to benefit year, and number of States year

Date of new claim
based on wages in
such hase period

INDIVIDUAL PERIODS
52 weeks immediately preceding

benefit year (6 States 1/) 2/ . .. .0 -
Last 4 completed calendar
quarters (5 States 1/). . . . . . . . O - 3 mos.

First 4 of last 5 completed calendar
@arters (33 St&’be:g . » ] . . » . . 3 - 6 mos.

First 4 of last 6 completed calendar
quarters, if benefit year starts
in first month of calendar quarter;

otherwise, first 4 of last 5

(3%%%5............. 4 - T mos.
First 4 of last 6 completed calendar

quarters (1 State) . . . . . . . .. 6 - 9 mos.

UNIFORM PERIODS

Calendar year preceding benefit
year starting next April 1
(2states) . . . . v 0o e . 3 mos.

Calendar year preceding benefit
year starting next July 1
(28tates) .« v v ¢ 4 v e b e e e .. 6 mos.

2 weeks gy

Same

Same

Same

Same

Same

3 - 15 mos.

6 - 18 mos.

1/ States that obtain wage reports on request basis.

g/ Variations of this definition in New York, New Jersey, and Rhode
Island provide a base period of 52 calendar weeks ending with the
first or second week immediately preceding the week in which the
benefit year begins; thus, in these States, the lag is 1 or 2
weeks, respectively. The laeg in Massachusetts, Michigan, and

Wisconsin is zero.



ANALYSIS OF PARTIAL BENEFIT FORMULAS

Under the usual formuls for computing partiasl benefits, part-time earn-
ings up to a flat dollar amount or a fraction of the claimant's weekly
benefit amount are disregerded; if the earnings do not exceed this amount
or fraction, the claimant receives his full weekly benefit amount. If
his earnings exceed the amount of the "earnings allowance," each dollar
in excess of the allowence is deducted from the weekly benefit amount.
As the claimant's earnings increase up to the point at which he is no
longer unemployed within the meaning of the definition of week of unem-
ployment, his weekly benefit payment decreases until he is no longer
eligible for any benefit. At this point, the claimant's total income
(earnings in part-time work plus the weekly benefit payment) depends on
another element in the benefit formula--the definition of week of unem-
ployment.

Because the monetary incentive to seek and continue in part-time work is
influenced to a considerasble degree by the definition of "week of unem-
ployment," the several formulas for camputing partisl benefits are
analyzed in the following discussion and illustrated in Table 2 in
relation to the limits placed on the amount of wages that a claimant
may earn in a week of less than full-time work before he ceases to be
eligible for benefits.

Partial Earnings Limit: Less
than Weekly Benefit Amount

The definition of week of unemployment recommended by the Bureau in past
years and in use in most of the States limits the amount of wages that
an eligible claimant may earn in a week of less than full-time work to
less than his weekly benefit amount. This definition, in combination
with a flat earnings allowance, is used by the States more frequently
than any other formula to determine when & cleimant is entitled to par-
tial benefits and the amount of his weekly benefit payment. Increases
in the flat earnings allowance in recent years--in a few States to as
much as $10 or $12--reflect the rising wage levels, higher transporta-
tion costs and other expenses incidental to employment, and the neces-

sity to provide more adequate incentives for seeking and retaining part-
time work.

Flat earnings allowance.--As shown in illustration I(a), a flat earnings
allowance provides an incentive to earn up to the amount of the allowance,
but not beyond that smount. Each dollar of earnings up to $10 serves to
increase the claimant's total income; however, as soon as his earnings
reach $lO, his total income remains fixed at $50 because, for each addi-
tional dollar of earnings, his weekly benefit payment is reduced by one
dollar. He will receive no more income for working 19 hours (assuming
an hourly rate of pay of $2, or total earnings of $38) than he does for
5 hours and, besides, he would have to spend more money for lunch and
carfare 1f he works the additional days. Unless it is likely that the
part-time work would develop into 4 or, possibly, 5 days' employment,
this claimant would have no immediate monetary incentive to earn more
than the earnings allowance.
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Table 2,=-~Partial Benefits and Total Income~~Illustrations of
Various Types of State Formilas and Definitions of
"Week of Unemployment"

Part I, Partial Barnings Limit: Less than Weekly Benefit Amount ;/

i 4
Earnings in i Deductiblé*} Partial §Total Income 2/
Part-time Work |  Amount | Benefit i

|

ILLUSTRATION I(a) - Flat Earnings Allowance 3/

$1 0 $4o } $lu1
9 0 46 89
10 0 ko —50 |
11 $1 39 50
lé é 3i 56 No increase
20 10 30 50 in income
21 11 29 50
39 29 1 50
4o Not un- L0 -Sharp drop in income
ployed

ILLUSTRATION I(b) = Earnings Allowance Set at a Fraction of WBA 3/

$1 0 $L40 $h

9 0 40 49

10 0 Lo 50

11 0 4o 51

19 0 %0 59

20 0 Lo 60

21 $1 39 60 Wo increase
. . N . in income
39 19 o1 6

¥o) Not un- JiTy) Sharp drop in income

ployed
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Teble 2,=-continued

Part I. Partial Earnings Limit: Less than Weekly Benefit Amount 1/ -

continued
Earnings in Deductible | Partial [fotal Income 2/
Part-time Work Amount | Benefit

ILLUSTRATION I(c) - Partial benefits payeble only in units of full
or half weekly benefit amount L/

$1 0 $l4o $u1
9 o] Lo Lo
10 0 Lo 50
11 0] Lo 51
19 0 10 59
20 20 20 }0===eSharp drop in income
21 20 20 I
39 20 20 59
ko Not un- 4Q~ww-Sharp drop in income
ployed

1/ In illustrations I(a), I(b), and I(c), the claimant's weekly benefit
is $h0 and, assuming that his benefit represents one-half of his
full-time earnings %ho hours week), his hourly rate of pay is $2.

g/ Earnings in pert-time work plus the weekly benefit payment.

Earnings allowance in illustration I(a) is $10; in illustation

I(b), one-half of the claimant's weekly benefit amount, or $20. The
artial benefit is obtained by subtracting the deductible amount

(garnings in excess of the earnings allowance) from the weekly benefit
amount .

L, In illustration I(c) no deduction is made from the weekly benefit
amount until earnings in part-time work equal one-half of the weekly
benefit amount; thereafter, the deductible amount is one-half of the
weekly benefit amount. Total income increases as earnings increase,
up to one~half of the weekly benefit amount when it drops sharply;
total income again increases until earnings reach the weekly benefit
amount, when it again drops sharply.



Teble 2.--continued

Part 1I, Pertisl Earnings Limit: Weekly Benefit Amount Plus the Amount
of the Earnings Allowance 1/
Earn-~ (a) WBA plus Flat Dollar (b) WBA pilus Flat Dollar Amount
ings Amount 2/ or Fraction of WBA, Which~-
in | ever is Greater
Part- Peduct- ucte
time ible Partial| Total ible Partial | Total
Work Amount | Benefit| Income Amount | Benefit | Income 3/
$1 0 $ho $h1 ) $Lo $u1
9 o] 4o kg 0 7] 49
10 0 Lo |TB0 0 Lo 50
1 $1 39 50 0 40 51
12 2 38 50 0 iTe} 57
13 3 37 50 2 $1 39 52
. O
19 9 31 50 § 7 33 52
20 10 30 50 {° 8 32 52 §
21 11 29 50 | 5 9 31 52 | g
. [0 Ll
. @ 5
39 29 11 50 | & 27 13 o2
L0 30 10 50 8 28 12 52 | &
] 31 9 50 | 29 11 52 §
. ‘ é g
. o
Lo 39 1 50 37 3 52 | o
50 Not unemployed| 50 38 2 52 | &
51 51 39 1 52
52 Not unemployed 52

1/ 1In illustrations II(a) and II(b), the claimant's weekly benefit is
$40 and, assuming that his benefit represents one-half of his full-
time earnings (40-hour week), his hourly rate of pay is $2.

2/

earnings limit is $50,

In illustration II(a), the earnings allowance is $10 and the partial

In illustration II(b), the earnings allow=-
ance is $6 or 3/10 of the claimant's weekly benefit amount, which-
ever is greater--in this case, $12; the partial earnings limit is $52.
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Furthermore, the flat earnings allowance does not provide the same in-
centive to a worker who can earn $10 in 4 or 5 hours' work as it does
a worker for whom $10 represents 8 or 10 hours of work.

Barnings sllowsnce set at fraction of weekly benefit smount.--To equal-
1ze the incentive &8 between high-wage and low-wage claimants, some
formulas set the earnings allowsnce at a fraction of the claimant's
weekly benefit amount, as in illustration I(b), Teble 2 (page A-4).

1f, for example, the earnings allowance is one-half of the claiment's
weekly benefit asmount, the claimant with a $20 weekly benefit amount

cen earn $10 or less and still receive his full weekly benefit--a total
income of as much as $30. The claimant with a $40 weekly benefit amount
would have a monetary incentive to earn up to $20, or a total income of
$60. Assuming that the weekly benefit amounts of these claiments repre-
sent 50 percent of their full-time wages (U40-hour week), both would have
to work the same length of time--20 hours-- to earn the amount of their
earnings allowance. However, as in the case of the flat allowance, once
their wages reach the earnings allowance, their total income would re-
main fixed at $30 and $60, respectively, and the incentive to seek
further part-time work would be weakened.

Sharp decreasse in weekly benefit payment and total income.--Both of the
formulas illustrated 1 [(a) and % {(b) result in a sharp decrease in the
benefit payment and in total income as soon as the claimant's part-time
earnings equal his weekly benefit amount. The amount of this decrease
is the same as the earnings allowance--$10 and $20, respectively. This
decresse is due to the féct t&i&, although earnings up to the amount of
the @athings allowahée &re dlsdigirded in computing the weekly benefit
payment, they are not disr&gar@ﬁ& in determining vhen the individual
ceaseés to be unemployed.

Partial benefit in units of full or half weekly benefit amount.--The
sharp decline in the weekly benefit payment occurs twice in a third type
of formula which is illustrated in I(c), Table 2 (page A-5). This
formula mekes no deduction if the worker earns less than one-half of the
weekly benefit amount; if he earns as much as one-hslf, but less than his
full, weekly benefit amount, he receives a partial benefit equal to one-
half of his weekly benefit amount. This type of formula has an adminis-
trative advantage in that benefit payments are made only at the full
benefit rate or at one-half of such rate. However, as shown im illustra-
tion I(c), earnings above the allowance cause a sharp drop in income.
For exsmple, the claimant receives his full $40 weekly benefit rate if
he earns $19 or less; as soon as he earns $20, the benefit payment drops
to $20 and his total income declines from $59 to $40. If he continues
in part-time work until he earns $39, his total income again reaches $59.
Once more, however, an additional dollar of earnings csuses his total
income to decline by $19. Such a formuls, then, provides no immediate
monetary incentive for a claimant to continue in part-time work beyond
the point at which wages equal one dollar less than one-half of the
weekly benefit amount or one dollar less than his full weekly benefit
amount.
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Partial Earnings Limit: Weekly Benefit
Amount Plus the Earnings Allowance

To overcome the sharp decline in earnings and to encourage workers to
seek more part-time work, the week of unemployment can be defined as a
week of less than full-time work in which the individual earns less than
his weekly benefit amount plus the amount of the earnings allowance. An
increasing number of States have adopted this definition in recent years.

In illustration II(2), Table 2 (page A-6), the partial earnings limit is
the weekly benefit amount plus $10. However, such an earnings limit al-
lows the low-wage claiment to approach more nearly his full-time earnings
than a worker with a high rate of pay. For example, a $20 partial earn-
ings limit ($10 weekly benefit smount plus $10) may represent the claim
ant's full-time wage, whereas a $50 limit ($40 weekly benefit amount plus
$l?))would represent 5/8 of full-time wages for the worker in illustration
IT(a).

To make the definition of week of unemployment more equitable as between
low-wage and high-wage claimants, some formulas set the partial earnings
limit at the weekly benefit emount plus a flat dollar amount or a frac-
tion of the weekly benefit amount, whichever is greater. Thus, in
illustration II(b), where the earnings limit is the weekly benefit amount
plus $6 or 3/10 of the weekly benefit amount, whichever is greater, a
claimant with a $4O weekly benefit would be considered partially unem-
ployed until he earns $52 ($40 + $12) or approximately 65 percent of his
full-time wages. Under this formula; claimants with a weekly benefit of
$20 or less would have a flat earnings allowance of $6.

In illustrations II(a) and II(b), whether the partial earnings limit is
set at the weekly benefit amount plus a flat amount or plus a fraction
of the weekly benefit amount, the total income remains fixed at the
amount of the weekly benefit plus the earnings allowance ($50 and $52,
respectively) as soon as the claimant earns the amount of his partial
earnings allowance. (See discussion on page 13.)

This type of formula is an improvement over the formulas illustrated
in I(a) and I(b) because it eliminates the sharp decline in income
wvhen earnings equal the partial earnings limit. However, it too falls
short of providing an incentive to earn more than the partial earnings
allowance because total income remains unchanged.

Construction of New Type of Partial Benefit Formula

In constructing a partiasl benefit formula of the type illustrated in
Parts I and II of Table 2A, a State may wish to experiment with various
fractions of earnings to be disregarded and various levels of income at
which to cut off the partial benefit entitlement. In order to assure
that income will increase graduslly and that no substantial loss of in-
come will result when the claimant's part-time earnings reach the desired
partial earnings limit, it is necessary to find the fraction of earnings
to be deducted so that the partial benefit will be progressively reduced
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until it equals zero at exactly the same time that the claimant is no
longer unemployed under the terms of the definition of week of unemploy-
ment. The method for achieving this result is demonstrated in the fol-
lowing description of the development of the formmlas illustrated in
Parts I and II of table 2A;

Alternative Illustrated in Part I, taeble 2A,--In this formla it was
decided to cut off benefits at the point at which total income equals
approximately three-quarters of the claimant's regular full-time wages.
Assuming that the weekly benefit amount for total unemployment repre-
sents 50 percent of the claimant's regular weekly wages, three-quarters
of such wages would be equivalent to 1-1/2 times the weekly benefit
amount, Starting with the basic equation:

Partial benefit = weekly benefit amount less deductible smount

in which the deductible amount is expressed in terms of remuneration for
part-time work (R), the equation for the formula in Part I, table 24,°
was developed as follows:

Partial benefit = WBA - R

When R increases to the point at which the partial benefit is zero--
which we wish to coincide with the partial earnings limit in the defini-
tion of week of unemployment, in this case, 1-1/2 WBA or 3/2 WBA--the
equation would become:

0 = 3/2 WBA - R
or
3/2 WBA = R

When the deductible amount equals the weekly benefit amount (resulting in
a partial benefit of zero) the equation would be:

WBA = 2/3 R

Thus, the fraction of part-time earnings to be deducted would be 2/3, as
ilJustrated in Part I of table 2A,

The following language, petterned after the language used in the Manual
of State Employment Security Legislation, Revised September 1950, pro-
vides the definitions for the formula presented in Part I of table 2A:

2(t) - "'Week of unemployment' with respect to an individual
means any week during which he performs less than full-time
work for any employing unit if the wages payable to him with
respect to such week are less than one-half times his weekly
benefit amount,"
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Teble 2A,-~Partisl Benefits and Total Income, Computed under Alternative
Types of Formulas Designed to Provide Progressively Higher
Income (earnings in part-time work plus partial benefits)

Part I. Partial earnings limit set at a multiple of weekly benefit
amount and partial eernings allowance defined as a fraction
of earnings 1/

Earnings {Deduct- | Claimant with $10 WBA Claimant with $40 WBA
in Part- | ible | Partial Totel Partial Total
time Work | Amount Benefit Income Benefit Income
{Col, 1) [(Col. 2)] (Col. 3) (Col. k) (Col. 5) (Cal, 6)
$ 1 0 $10 $11 $4o $h1
2 1 9 11 39 41
3 2 8 1 38 41
4 2 12 38 42
5 3 7 12 37 Lo
6 L 6 12 36 42
T i 6 13 36 43
8 5 5 13 35 43
9 6 L 13 3k L3
10 6 L 1k 34 Ll
1 7 3 14 33 Ll
12 8 2 1k 32 i
13 8 2 15 30 L5
1k 9 1 15 31 45
15 10 Not unem- 15 30 L5
. . ployed . .
57 38 2 59
58 38 2 60
59 39 1 60
60 Lo Not unem- 60
ployed

1/ The partial earnings limit is 1-1/2 times the claimant's weekly
benefit amount and the partial earnings allowance is 1/3 of earnings,
rounded to higher whole dollar., The deductible amount is the differ
ence between the earnings and the earnings allowance,
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Table 2A.--continued

Part II. Partial earnings limit set at a multiple of weekly benefit
amount plus a flat dollar amount and partial earnings allow-
ance defined as a flat dollar esmount plus a fraction of
earnings in excess of such flat dollar amount 1/

Barnings Deduct- | Claimant with $10 WBA Claimant with $40 WBA

in part- ible Partial Total Partial Total

time work| amount | benefit income benefit income

(Col. 1) (Col. 2)] (Col. 3) [(Col. M) (Col. 5) (Col. 6)
$1 0 $10 $11 $40 $41

5 0 10 15 Lo 4g
6 0 10 16 ko )
T 1 9 16 39 L6
8 2 8 16 38 46
9 3 T 16 37 L6
10 3 7 17 37 L7
11 L 6 17 36 L7
12 5 5 17 35 b7
13 6 b 17 34 L7
17 9 1 18 31 L8
18 9 Not unem- 18 31 L9
19 10 ployed - 30 To)
20 11 29 L9
21 12 28 kg
55 37 3 58
56 38 2 58
ST 39 1 58
58 39 1 29
59 Not unem- 59
ployed

1/ The partial earnings limit is 1-1/3 times the claimant's weekly
benefit amount plus $5; the partial earnings allowance is $5 plus
25 percent of earnings in excess of $5, rounded to the higher
dollar. The deductible amount is the difference between the earn-
ings and the earnings allowance.

663575 O -62 -7
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3(d) - "Any insured worker who is unemployed in any week as defined
in section 2(t) and who meets the conditions of eligibility for
benefits .+ « o shall be paid with respect to such week an amount
equal to his weekly benefit amount less two-thirds of the wages (if
any) payable to him with respect to such week. Such benefits, if
not$a miltiple of $1, shall be computed to the next higher multiple
of $1."

Alternative illustrated in Part II, table 2A,--In this formula, it was
decided to disregard the first $5 of part-time earnings and to maintain
the partial earnings limit at not more than 1-1/2 times the $40 weekly
benefit. Because of the flat $5 allowance the miltiple of the weekly
benefit amount was set at l~l/3, in order to maintain total income within
three-quarters of the claimant's regular weekly wages (using the same
assumptions as in the formula in Part I). The formulas was then developed
as follows:

Partial benefit = 1-1/3 WBA - (R - $5)
or
Partial benefit = 4/3 WBA - (R ~ $5)

When R increases to the point at which the partial benefit is zero, the
equation would become:

0=U4/3WBA - (R - $5)
or
L/3 WBA = R ~ $5

When the deductible amount equals the weekly benefit amount (resulting in
a partial benefit of zero) the equation would be:

WBA = 3/ (R - $5)

Thus, the fraction of part-time earnings in excess of $5 would be 3/,
as illustrated in Part II of table 2A,

The following language, patterned after the languege used in the Manual
of State Employment Security Legislation, Revised September 1950, pro-
vides the definitions for the formla presented in Part II of table 2A:

2(t) - "'Week of unemployment' with respect to an individual

means any week during which he performs less than full-time work
for any employing unit if the wages payable to him with respect to
such week are less than $5 plus one and one-third times his weekly
benefit amount."”

3(d) - "Any insured worker who is unemployed in any week as

defined in section 2(t) and who meets the conditions of eligi-
bility for benefits . . . shall be paid with respect to such week
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an amount equal to his weekly benefit amount less 75 percent of

that part of wages (if any) paysble to him with respect to such
week which is in excess of $5. Such benefits, 1if not a multiple

of $1, shall be computed to the next higher multiple of $1."
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Table 3. Formula A: - Weekly benefit amount figured as
one-twentieth 1/ of high-quarter wages and
qualifying wages computed as one and one-half
times high-quarter wages 2/

Weekly Minimum

High-quarter benefit qualifying
wages amount 1/ wages 2/

(Column A) (Column B) (Column C)
$ T75.00 - 200.00 $ 10 $ 300
200,01 - 220.00 11 330
220.01 - 240.00 12 360
240.01 - 260.00 13 390
260.01 - 280.00 14 L20
280.01 - 300.00 15 450
300.01 - 320.00 16 480
320,01 - 340.00 17 510
340.01 - 360.00 18 540
360.01 - 380.00 19 570
380.01 - 400.00 20 600
L400.01 - L420.00 21 630
420.01 - 440.00 22 660
440,01 - 460.00 23 690
4L60.01 - 480.00 2k 720
480.01 - 500.00 25 750
500.01 - 520.00 26 T80
520.01 - 540.00 27 810
540.01 - 560.00 28 840
560.01 - 580.00 29 870
580.01 - 600.00 30 900
600.01 - 620.00 31 930
620.01 - 640.00 32 960
640.01 - 660.00 33 990
660.01 ~ 680.00 34 1,020
680.01 - T00.00 35 1,050
700.01 - 720.00 36 1,080
720.01 - T4O.0O 37 1,110
740.01 - T60.00 38 1,140
T60.01 - 780.00 39 1,170
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Table 3. Formula A: - (continued)

Weekly Minimum
High-quarter benefit qualifying
wages amount ;/ wages gy
(Column A) (Column B) (Column C)
80.01 -  800.00 $ 4o $ 1,200
00.01 - 820.00 L1 1,230
820.01 - 840.00 Lo 1,260
840,01 -  860.00 43 1,290
860.01 -  880.00 L 1,320
880.01 - 900.00 45 1,350
000.01 - 920.00 hg 1,380
920.01 -  940.00 L7 1,410
940,01 -  960.00 48 1,440
960.01 -  980.00 4o 1,470
980.01 - 1,000,00 50 1,500
1,000.01 - 1,020.00 51 1,530
1,020.01 - 1,040.00 52 1,560
1,040.01 - 1,060.00 53 1,590
1,060.01 - 1,080.00 sh 1,620
1,080.01 - 1,100.00 55 1,650
1,100.01 - 1,120.00 56 1,680
1,120.01 - 1,140.00 57 1,710
1,140.01 - 1,160.00 58 1,7ho
1,160.01 - 1,180.00 59 1,770
1,180.01 - 1,200.00 60 1,800
1,200.01 - 1,220.00 61 1,830
1,220.01 - 1,240.00 62 1,860
1,2k0.01 - 1,260.00 63 1,890
1,260.01 and over an 2/ 1,920
1/ Rounded to higher $1.
gy Computed at upper limit of high-quarter wage bracket; at the
highest wage bracket, $1,920, or $640 in addition to the
individual's high-quarter earnings, whichever is higher. In

adapting this formula for State use, step-down provision,
limited to 2 steps, should be included.

663575 O - 62 - 8
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Teble L.

Formula B: - Weekly benefit amount figured from
weighted schedule of high-quarter wages 1/ and
qualifying wages computed as one and one-half

times high-quarter wages _2/
Weekly Minimm
High~quarter benefit qualifying
wages amount 1/ wages 2/
(Column A) (Column B) (Column C)
$ 75.00 - 212.50 $ 11 $ 318
212.51 - 237.50 12 356
237.51 - 262.50 13 393
262.51 - 287.50 1k 431
287.51 - 312.50 15 468
312.51 - 337.50 16 506
337.51 - 362.50 17 543
362.51 - 387.50 18 581
387.51 - 412.50 19 618
hio.s1 - 437.50 20 656
437.51 - 462.50 21 693
462,51 - 487.50 22 731
487.51 - 512.50 23 768
512.51 - 537.50 2l 806
537.51 - 562.50 25 843
562.51 - 587.50 26 881
587.51 - 612.50 27 918
612.51 - 637.50 28 956
637.51 - 662.50 29 993
662.51 - 687.50 30 1,031
687.51 - T12.50 31 1,068
T12.51 - T37.50 32 1,106
737.51 - 762.50 33 1,143
762.51 - 787.50 34 1,181
787.51 - 812.50 35 1,281
812.51 - 837.50 36 1,256
837.51 - 862.50 37 1,293
862.51 - 887.50 38 1,331
887.51 - 912.50 39 1,368
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Teble 4.

Formula B: - (continued)

Weekly Minimum
High-guarter benefit qualifying
wages amount 1/ wages 2/
(Column A) (Column B) (Column C)
912.51 -  937.50 $ bo $ 1,406
937451 - 962.50 b1 1,443
962.51 -  987.50 ko 1,481
987.51 - 1,012.50 43 1,518
1,012.51 - 1,037.50 Ly 1,556
1,037.51 - 1,062.50 45 1,593
1,062.51 - 1,087.50 L6 1,631
1,087.51 - 1,112.50 b7 1,668
1,112,51 - 1,137.50 48 1,706
1,137.51 -~ 1,162.50 Lo 1,743
1,162.51 - 1,187.50 50 1,781
1,187.51 - 1,212.50 51 1,818
1,212.51 - 1,237.50 52 1,856
1,237.51 - 1,262.50 53 1,893
1,262.51 - 1,287.50 54 1,931
1,287.51 - 1,312.50 55 1,968
1,312.51 - 1,337.50 56 2,006
1,337.51 - 1,362.50 o1 2,043
1,362.51 - 1,387.50 58 2,081
1,387.51 - 1,412.50 59 2,118
1,k12.51 - 1,437.50 60 2,156
1,437.51 - 1,462.50 61 2,193
1,462.51 - 1,487.50 62 2,231
1,487.51 - 1,512.50 63 2,268
1,512.51 and over 64 2/ 2,306

1/ Computed as 1/18 - 1/2k of high-quarter wages; for purposes of
machine operation, 1/25 plus $2.50, rounded to higher $1.

g/ One and one-half times upper limit of high-quarter wage bracket,
rounded to lower $1; at highest wage bracket, $2,306, or $769 in
addition to the individual's high-quarter earnings, whichever is

In adapting this formula for State use, step-down pro-

higher.
vision, limited to 2 steps should be included.

A-1T7



Table 5.

Formuls C: - Weekly benefit amount figured from

weighted schedule of average weekly wage

Average Weekly Average ‘Weekly
weekly benefit weekly benefit
wege amount 1/ wage amount 1/
$ 15.00 $ 10 $ 73.01 - 75.00 $ %o
15.01 - 17.00 11 75.01 - T7.00 k1
17.01 - 19.00 12 T7.01 - 79.00 ko
19.01 - 21.00 13 79.01 - 81.00 43
21.01 - 23.00 1k 81.01 - 83.00 Ly
23.01 - 25,00 15 83.01 - 85.00 45
25.01 - 27.00 16 85.01 - 87.00 46
27.01 - 29.00 17 87.01 - 89,00 g
29.01 - 31.00 18 89.01 - 91.00 48
31.01 - 33.00 19 91.01 - 93.00 ko
33.01 - 35.00 20 93.01 - 95.00 50
35.01 - 37.00 21 95.01 - 97.00 51
37.01 - 39.00 22 97.01 - 99.00 52
39.01 - k1.00 23 99.01 -101.00 53
41.01 - 43.00 2k 101.01 -103.00 54
43.01 - 45.00 25 103.01 -105.00 55
k5,01 - 47.00 26 105.01 -107.00 56
47,01 - 49.00 o7 107.01 -109.00 5T
. 49.01 - 51.00 28 109.01 -111.00 58
51.01 - 53.00 29 111.01 -113.00 59
113.01-115.00 60
53.01 - 55.00 30 115.01-117.00 61
55.01 - 57.00 31 117.01-119.00 62
57.01 - 59.00 32 119.01-121.00 63
59.01 - 61.00 33 121.01 and over 64
61.01 - 63.00 3k
63.01 - 65.00 35
65.01 - 67.00 36 -
67.01 - 69.00 37
69.01 - T1.00 38
T71.01 - T3.00 39

1/ Weekly benefit amounts, computed at the mid-point of lowest and
highest wage brackets, represent approximately 69 to 53 percent,
respectively, of average weekly wages; for purpose of machine
operations, 50 percent of average weekly wages, plus $2.50,

rounded to the next higher dollar.
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Table 6. Minimum and meximum weekly and annual benefits as
percent of minimum qualifying wages at each level,
7 States with annual wage formulas, October 1962

Weekly benefit amount 1/ Annual benefits 2/
State Minimum Maximum Minimum  Maximum
Percent of annual easrnings
Alaska.eseeeseees 2.00 1.13 30 29
Maine..eceeeees. 2.25 1.17 59 30
Minnesota....... 2.31 1.27 k2 33
New Hampshire... 2.00 1.33 52 35
North Carolina.. 2.18 0.97 57 25
Washington...... 2.13 1.07 33 32
West Virginia... 2.00 1.00 52 26

1/ Additional amounts, provided for dependents in Alaska, are not in-
cluded in the computation.

g/ Uniform durstion of benefits provided in Maine, New Hampshire,
North Carolins, and West Virginia.

Table T compares the seven annual-wage formulas in terms of the number of
weeks that an individual must work to receive a weekly benefit equal to
one-half of his regular weekly earnings. For example, in Washington a
worker earning $’+O a week must have worked between 29.3 and 32.4 weeks to
earn the $3,675.00 to $3,799.99 required for a weekly benefit of $20. The
number of weeks of work at wages of twice the benefit amount needed to
obtain a $30 weekly benefit amount varies from 36 to 50 weeks among the
seven States; for the meximum weekly benefit amount, 39 to 51 weeks are
needed.

Teble 7. Minimum and maximum weekly benefit amounts and minimum weeks
of work required at specified levels to qualify for a weekly
benefit equal to 50 percent of average weekly wages in base
period; 7 States with annual-wage formulas, October 1962

Weekly Weeks of work(at earnings equal to twice the
State benefit specified weekly benefit) needed to obtain:
Mini- Maxi- Mini- Maxi-
mm  mum mum $20 $30 $40 mum
Alaska.seees....$10% Lok 25.0 37.5 41.6 k3.7 NN
Maine.....ec.... 9 3k 22,2 1 38.3 -— 42,6
Minnesota....... 12 38 21.6 28.7 35.8 - 39.4
New Hampshire... 12 Lo 25.0 35.0 38.3 37.5 37.5
North Carolina.. 12 35 22.9 34.8 Ly 7 ——- 51.4
Washington...... 17 Lo 23.5 29.3 4o.3 45.9 W6.7
West Virginia... 10 32 25.0 43.8 50.0 -—- 50.0

* Excluding dependents' allowances.
1./ No provision made for a $20 weekly benefit amount.
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Table 8. Formule D - Basic weekly benefit amount figured as one
twenty-fifth of high-quarter wages, with augmented
benefits 1/ for claimant with one, two, and three or
more dependents, and qualifying wages computed as one
and one-half times high-quarter wages 2/

Basic Augmented weekly benefit amount 3/  Minimm

High-quarter VFeekly 1 depen- 2 depen- 3 or more quali
ghwngs begjf it dent dents dependents wages 2
$ 93.75-262.50  $10 $12 $13 $1h $ 375
262.51-287.50 11 13 14 15 413
287.51-312.50 12 14 16 17 450
312.51-337.50 13 16 17 18 488
337.51-362.50 14 17 18 20 525
362.51-387.50 15 18 20 21 563
387.51-412.50 16 19 21 22 600
412.51-437.50 17 20 22 2 638
437.51-462.50 18 22 23 25 675
462.51-487.50 19 23 25 27 713
487.51-512.50 20 - 24 26 28 750
512.51-537.50 21 25 27 29 788
537.51-562. 50 22 26 29 31 825
562.51-58T.50 23 28 30 32 863
587.51-612.50 2l 29 31 3k 900
612.51-63T.50 25 30 33 35 938
637.51-662.50 26 31 3k 36 975
662.51-68T.50 o7 32 35 38 1,013
687.51-712.50 28 3k 36 39 1,050
T712.51-T37.50 29 35 38 k1 1,088
737.51-762.50 30 36 39 L2 1,125
762.51-787.50 31 37 4o 43 1,163
787.51-812.50 32 38 ko L5 1,200
812.51-837.50 33 4o 43 L6 1,238
837.51-862.50 34 41 Ly 48 1,275
862.51-887.50 35 42 46 ko 1,313
887.51-912.50 36 43 My d 50 1,350
912.51-937.50 37 L 48 52 1,388
937.51-962. 50 38 46 Lo 53 1,425
962.51-987.50 39 b7 51 55 1,463
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Table 8.

Formula D (continued)

Basic

High-quarter weekly  Augmented weekly benefit amountj[ Minimgm

wages benefit 1 depen- 2 depen- 3 or more qualiPyl

dent dents dependents wages 2

$ 987.51-1,012.50 $ 4o $ 48 & 52 $ 56 $ 1,500
1,012.51-1,037.50 b3 Lo 53 57 1,538
1,037.51-1,062.50 ho 50 55 59 1,575
1,062.51-1,087.50 43 52 56 60 1,613
1,087.51~-1,112.50 Ly 53 57 62 1,650
1,112.51-1,137.50 Ls 54 59 63 1,688
1,137.51-1,162.50 L6 55 60 6l 1,725
1,162.51-1,187.50 g 56 61 66 1,763
1,187.51-1,212.50 L8 58 62 67 1,800
1,212.51-1,237.50 4o 59 6l 69 1,838
1,237.51-1,262.50 50 60 65 70 1,875
1,262.51-1,287.50 51 61 66 71 1,913
1,287.51-1,312.50 52 62 6T 72 1,950
1,312.51-1,337.50 53 64 69 s 1,988
1,337.51-1,362.50 5k 65 70 15 2,025
1,362.51-1,387.50 55 66 72 78 2,063
1,387.51-1,412.50 56 67 73 79 2,100
1,412.51-1,437.50 57 68 ™" 80 2,138
1,437.51-1,462.50 58 70 76 82 2,175
1,462.51-1,487.50 59 71 7 83 2,213
1,487.51-1,512.50 60 T2 78 8L 2,250
1,512.51-1,537.50 61 73 79 85 2,288
1,537.51-1,562.50 62 " 81 87 2,325
1,562.51-1,587.50 63 T6 82 88 2,363
1,587.51 and over 64 7 83 90 2,400

1/ Basic weekly benefit amount, plus dependents' allowances computed as
20 percent of basic benefit for one dependent, 30 percent for two
dependents, and 40 percent for three or more dependents.

2/ Computed at midpoint of high-quarter wage bracket; at the highest
wage bracket $2,400, or $800 in addition to the individual's high-

quarter earnings, whichever is higher.

In adapting this formula

for State use, step-down provision, limited to 2 steps, should be
included.

3/ Rounded to nearer dollar.
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Table 9. Analysis of hypothetical benefit schedule providing
"varigble" maximm benefit amounts for claimants
with one, two, and three or more dependents. 1/

Weekly benefit amount stated as

Weekly Percent of Percent of Weekly
High-quarter benefit high-quarter State aversge benefit ap-
wages amount _§_/ wages 3/ weekly wage I/ plicable to:
(Col. A) (Col. B (Col. C) (Co1l. D) (Col. E)
‘ A1l
- ——- ——- - claimants,
-——- -— - -——- regardless
$ 648.00- 672.00 § 28 4.2 31.1 of
672.01- 696.00 29 k.2 32.2 dependents
696.01- T24,00 30 4,2 33.3
724.01- 756.00 31 h.2 3h.4
756.01- 788.00 32 4,1 35.6 Claimant
788.01- 820.00 33 L.1 36.7 with at
820.01- 852.00 34 k.1 37.8 least one
852.01- 884.00 35 4.0 38.9 dependent
884.01- 916.00 36 k.0 40.0 Claimant
916.01- 948.00 37 4.0 hi.1 with at
ok8.01- 980.00 38 3.9 k2,2 least 2
980.01-1,012.00 39 3.9 43.3 dependents
1,012,01-1,046.00 4o 349 L.y Claimant
1,046.01-1,078.00 L1 3.9 4s5.6 with at
1,078.01-1,110.00 42 3.8 LW6.7 least 3
dependents
1,110.01-1,1k2.00 43 3.8 h7.8 Claimant
1,142,01-1,174.00 Ly 3.8 48.9 with at least
1,174.01 or more 4s -——- 50.0 4 depen-
dents

1/ Table shows only as much of the benefit schedule as needed to il-
lustrate the effect of the "variable" maximum benefit amounts.
2/ Computed as 1/24 of the high-quarter wages at upper limit of wage
bracket. Because this fraction is lower than that used in the
States that have adopted "variable" maximum benefit amounts, the
percentages shown in Column (C) are correspondingly lower than
those indicated in the discussion on page 3l.
Computed at midpoint of high-quarter-wage bracket.
Assumed to be $90.
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Table 10. Variable duration of benefits--number of weeks resulting from
specified duration fractions and amounts of base-period wages
(expressed as multiples of high-quarter wages) under five
high-quarter formulas 1/

Duration fraction and
high-quarter fractions

Potential weeks of benefits for claimants
with base-period wages equal to specified
multiples of high-quarter wages:

-1/ 1-1/2 ) 3 I

Duration fraction of 1/4 and

high-quarter fraction of:
1/20. iiiiinnnnananns
1/23 i ianennnnnnnnnns
1/2k i
1/ 25 ieentnannneannn
1/26. . iieiiinnnnanens

Duration fraction of 1/3 and

high-quarter fraction of:
1/20 0t iiieennnnnnnn.
1/23 . iecieienecnnnss
1/2h. i,
1/25 ceetietnnnnnnnns
1260 iiiiiinnennnn.

Duration fraction of 2/5 and

high-quarter fraction of:
1/200 0 ieeeennnnennnss
1/23 cietiecinncennan
/20 i iiiiiieiiinnnn
125 e ietannananennns
1/260 e eiiiennnnnennns

Duration fraction of 1/2 and

high-quarter fraction of:
1/200 e iieiiinnnnnnnns
1/23 i ieeeeinnnnennns
1/ M e
125 iiinnnnnnnennns
1/26. i iiiinnennns

Duration fraction of 3/5 and

high-quarter fraction of:
1/20..... ceeans ceeens
1/23 e eiiiinnnnnnns
1/2h ...

1/25¢0 ... cereeeisenas
1426.................

Continued on next page.

Col. A Col. B Col. C Col. D Col.E

6.3 7.5 10.0 15.0 20.0
7.2 8.6 11.5 17.3 23.0
7.5 9.0 12.0 18.0 24,0
7.8 9.4 12.5 18.8 25.0
8.1 9.8 13.0 19.5 26.0
8.3 10.0 13.5 20.0 26.7
9.6 11.5 15.3 23.0 30.7
10.0 12.0 16.0 24,0 32.0
10.4 12.5 16.7 25.0 33.3
10.8 13.0 17.3 26.0 34T
10.0 12.0 16.0 24,0 32.0
11.5 13.8 18.4 o276 36.8
12.0 k4.4 19.2 28.8 38.4
12.5 15.0 20.0 30.0 *
13.0 15.6 20.8 31.2 *
12.5 15.0 20.0 30.0 *
4.4 17.3 23.0 3k.5 *
15.0 18.0 24,0 36. *
15.6 18.8 25.0 37.5 *
16.3 19.5 26.0 39.0 *
15.0 18.0 eh.g 36.0 *
17.2 20. . * *
1%.0 21.% 35.8 * *
18.8 22, 30.0 * *
19.5 23, 31.2 * *



Table 10. Variable duration of benefits--number of weeks resulting from
specified duration fraction and amounts of base-period wages
(expressed as multiples of high-quarter wages) under five
high-quarter formulas 1/ (continued)

Potential weeks of benefits for clailmants

Duration fraction and with base-period wages equal to specified
high-quarter fractions multiples of high-quarter wages:
1-1/b 1-1/2 2 3 4

Col. A Col. B Col. C Col. D Col. E

Duration fraction of 2/3 and
high-quarter fraction of:

1/200eieeiennnenenes  16.7 20.0 26.7 * *
1/23 eeiieecnnnnnnee. 19,2 23.0 30.7 * *
/2% iieieiiinnenne. 20.0 24,0 32.0 * *
1/25.eeeceencneneees 20.8 25.0 33.3 * *
1/26.ceeeeieennnenees 217 26.0 34.6 * *
Duration fraction of 3/4 and
high-quarter fraction of:
1/200.ceerenecennees. 18.8 22.5 30.0 * *
1/23 ieeneeennneneess  21.6 25.9 34.5 * *
1/ eieeeenneenanes 22,5 27.0 36.0 * *
1/25.eeenennnennnees  23.h 28.1 37.5 * *
1/26.iieennaneeenees  2hh 29.3 39.0 * *
Duration fraction.of 4/5 and
high-quarter fraction of:
1/200eeeeeennnnnnnes 20,0 24,0 32.0 * *
1/230eeieeseneecacees 23,0 27.6 36.8 * *
/24, ieeeiiienienes. 24,0 28.8 38.4 * *
1/25. ceiiineennnnnnns 250 30.0 * * *
1/26. 0 iieiiennnennees 26,0 31.2 * * *

1/ Where the number of weeks shown exceeds the desired maximum limit,
entitlement is reduced to such limit. ,
%  More than 39 weeks. .

A-2h4



Teble 11. Benefit Formula E: Weighted high-quarter schedule with
variable duration of benefits; qualifying wages computed
as one and one-half times high-quarter wages; maximum
potential benefits computed as specified percent of base-
period wages, or (the statutory meximum) times the weekly
benefit amount, whichever is the lesser.

Maximum potential benefits equal
to specified percent of wages in
insured work in base period, or

High- Weekly Minimum /statutory maximm/ times weekly
gquarter benefit qualifying benefit amount, whichever is the
wages amount 1/ wage 2/ lesser.
(Column A) (Column B) (Column C) (Column D)
$ 75.00-212.50 $ 11 $ 318 69.2
212.51-237.50 12 356 67.4
237.51-262.50 13 393 66.2
262.51-287.50 14 431 65.0
287.51-312.50 15 468 64,1
312.51-337.50 16 506 63.2
337.51-362.50 S 17 543 62.6
362.51-387.50 18 581 62.0
387.51-412.50 19 618 61.5
h12,51-437.50 20 656 61.0
437.51-462,50 21 693 60.6
462.51-487.50 22 731 60.2
487.51-512.50 23 768 59.9
512.51-537.50 ol 806 59.6
537.51-562. 50 25 843 59.3
562.51-58T.50 26 881 59.0
587.51-612.50 27 918 58.8
612.51-63T7.50 28 956 58.6
637.51-662.50 29 993 58.4
662.51-687.50 30 1,031 58.2
687.51-712.50 31 1,068 58.1
712.51-T737.50 32 1,106 5T.9
737.51-762.50 33 1 1h3 57.T
762.51-78T7.50 3k 1,181 57.6
787.51-812.50 35 1,218 57.5
812.51-837.50 36 1,256 57.3
837.51-862.50 37 1,293 57.2
862.51~887.50 38 1,331 57.1
887.51-912.50 39 1,368 57.0

Continued on page A-26.
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Table 11. Benefit Formula E:

whichever is the lesser.

Waighted high-quarter schedule with vari-
able duration of benefits; qualifying wages computed as one
and one-half times high-quarter wages; maximum potential bene-
fits computed as specified percent of base-period wages, or
(the statutory maximum) times the weekly benefit amount,

(continued)

\

Minimum

Maximum potential benefits equal
to specified percent of wages in

High- Weekly insured work in base period, or
quarter benefit qualifying /stetutory maximum/ times weekly
wages amount ;/ wage g/ benefit amount, whichever is the
lesser
(Column A) (Column B) (Column C) (Column D)
937.51- 962.50 hi 1,443 56.8
962.51- 987.50 42 1,481 56.7
987.51-1,012,50 43 1,518 56.7
1,012,51-1,037.50 by 1,556 56.6
1,037.51-1,062.50 45 1,593 56.5
1,062.51-1,087.50 L6 1,631 56.4
1,087.51-1,112,50 L 1,668 56.4
1,112.51-1,137.50 L8 1,706 56.3
1,137.51-1,162.50 kg 1,743 56.2
1,162.51-1,187.50 50 1,781 56.1
1,187.51-1,212.50 51 1,818 56.1
1,212.51-1,237.50 52 1,856 56.0
1,237.51-1,262.50 53 1,893 56.0
1,262.51-1,287.50 54 1,931 55.9
1,287.51-1,312.50 55 1,968 55.9
1,312.51-1,337.50 56 2,006 55.8
1,337.51-1,362.50 57 2,043 55.8
1,362.51-1,387.50 58 2,081 55.7
1,387.51-1,412.50 59 2,118 55.7
1,412.51-1,437.50 €0 2,156 55.7
1,437.51-1,462.50 61 2,193 55.6
1,462.51-1,487.50 62 2,231 55.6
1,487.51-1,512.50 63 2,268 55.6
1,512.51 and over o 2,306 55.5

1/ Computed as 1/18-1/2h of high-quarter wages; for purposes of machine
operation, 1/25 plus $2.50, rounded to higher $1.

g/ One and one-half times upper limit of high-quarter wage bracket, rounded
to lower $1; at highest wage bracket, $2,306 or $769 in addition to the
individual's high-quarter wages, whichever is higher. In adapting this
formuls for State use, step-down provision, limited to 2 steps, should

be included.

In addition to the tabular schedule, the statute should provide the pro-
cedure for computing the maximum potential benefits in a benefit year.
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The following language, patterned after the language used in the

Manual of State Employment Security Legislation, Revised September 1950,
explains the method of computing the maximum potential beneraits aua pro-
vides for rounding:

"The maximm potential benefits of any insured worker in a
benefit year shall be the amount equal to whichever is the
lesser of (1) _[Ehe statutory maximug times his weekly bene-
fit amount and (2) the product obtained by multiplying his
wages in insured work paid during his base period by the per-
centage in Column D of the table on the line on which, in
Column B, there appears his weekly benefit amount; Provided,
that if such total amount of benefits is not a multiple of
his weekly benefit amount, it shall be computed to the next
higher multiple of such amount."

Table 12. Benefit Formula E: Abbreviated tabulation illustrating
welghted benefit and duration schedule for administrative
use in determining weekly benefit amount and maximum
potential benefits

(Part A) (Part B) (Part C)

Base-period wages required for weeks
High- Weesk of benefits below and weekly benefit
e ey emount specified in Part B 1/
wages amount Weeks of benefits for total unemployment

20 21 22 cess 28 29 30
$ T5.00- 212.50 $ 11 $ 318 $33F $350 .... PLus L6 $ATT
212.51- 237.50 12 356 374 392 .... 499 516 534
237.51- 262.50 13 393 k12 432 ... 550 569 589

se0 000 e o808 0 L Y L s 00 LAY es s [ s s LI 3
s e o0 s 00000 s e LI} L) LAY LRI s ee s 06 e e
sesvee ses 05 eve s s e LAY LI LI Y L) s a0 e e

1,462.51-1,487.50 62 2,231 2,342 2,453 .... 3,122 3,234 3,345
1,487.51-1,512.50 63 2,268 2,379 2,493 .... 3,172 3,286 3,399
1,512.51 and over 6:: 2,306 2,422 2,537 ee.e 3,229 3,34 3,459

y“ Only Jower limit of each base-period wage bracket is shown; upper
1limit of bracket is one cent less than lower 1imit of next higher
bracket.



ANALYSIS OF QUALIFYING WAGE REQUIREMENTS STATED AS A MULTIPLE
OF HIGH-QUARTER WAGES OR OF THE WEEKLY BENEFIT AMOUNT

An understanding of the methods for converting a qualifying wage require-
ment expressed in terms of a multiple of high-quarter wages or a multiple
of the weekly benefit amount is useful in analyzing benefit formulas and
proposed smendments.

Multiple of High-Quarter Wages

To get the number of weeks of work equivalent to any given multiple of
high-quarter wages, simply multiply the number of weeks of work in the
high quarter by the multiple, For example, if the high-gquarter formule
assumes that, on the average, workers had 12 weeks of work in their
quarter of highest earnings (1/24 high-quarter fraction), a qualifying
requirement 1-1/4 times high-quarter wages would mean that, on the aver-
age, claimants would be required to have 15 weeks of employment. If the
multiple is 1-1/2 times high-quarter wages, it would require 18 weeks of
employment. This assumes, of course, that the wages outside the high
quarter are gt the same weekly rate as: in the high quarter. If, as is
often the case, weekly wages outside the high quarter are lower, it would
require more weeks of employment than those indicated in the above
exanples.

Also, although the high-quarter fraction assumes 12 weeks of work in the
high quarter, many claimants will have more or less than this number of
weeks of employment. For example, a claimant with a $20 weekly benefit
(1/24 of $480) based on 10 weeks of work at $48 a week would need only
12-1/2 or 15 weeks of work under the multiples used in the above illus-
trations. Another claimant with a $20 weekly benefit based on 13 weeks
of work in his high quarter would need 16-1/4 and 19-1/2 weeks, respec=
tively, under a requirement of 1-1/4 and 1-1/2 times high-quarter wages,

Multiple of the Weekly Benefit Amount

To get the number of weeks of employment equivalent to any given multi-
ple of the weekly benefit is equally simple for individuals who are com-
pensated for one-half of their weekly wage in the high quarter. Since,
for these individuals, the weekly benefit represents one-half week of
work, the number of weeks of work required by a multiple of the weekly
benefit amount would be one-half of such multiple. For example, a
qualifying requirement of 30 times the weekly benefit amount represents
15 weeks of work for claimants who are compensated for one-half of their
weekly wages; a multiple of 36 times the weekly beneflt amount represents
18 weeks of work.
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While, in the short-cut method used above, it is not necessary to know
the high-quarter fraction used in computing the weekly benefit amount or
the number of weeks of work in the high quarter, these factors must be
considered in computing the weeks of work required in cases where the
claimant is not compensated for exactly one-half of his weekly wage. The
computation in such cases is as shown in the following equation. The
symbols in the equation represent the following factors: "W", weeks of
base-period employment required by the qualifying provision; "M", the
multiple of the weekly benefit amount; "F", the high-quarter fraction
used in computing the weekly benefit amount; and "w", the number of
weeks of work in the high quarter.

W
w

i

M times F times w, or
M P w

The following examples illustrate the computation of the number of weeks
of work required under a benefit formula with l/Eh high-quarter fraction
and two different qualifying wage requirements (30 and 36 times the weekly
benefit amount), for Claimants A and B whose weeks of work in the high
quarter were 10 and 13 weeks, respectively.

Example 1 (30 times weekly benefit amount)

Claimant A: W = 30 x 1 x 10=300
2k ok

[}

12-1/2 weeks

16-1/4 weeks

Claimant B: W =30 x 1 x 13=390
2L ok

Example 2 (36 times weekly benefit amount)

Claimant A: W =36 x1 x 10 =360 = 15 weeks

2L 2
Claimant B: W =36 x 1 x 13 = 468 = 19-1/2 weeks
2h 2k
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ARALYSIS OF PROVISIONS REQUIRING WAGES WITHIN THE LAST
TWO CALENDAR QUARTERS OF THE BASE PERIOD

A few States require a specified dollar amount of weges or a specified
fraction of total base-period wages in the last 2 quarters of the base
period. This requirement is ususlly stated as a part of the regular

" qualifying requirement but is sometimes applicable only to claims to
establish a new benefit year following expliration of a preceding
benefit year.

These provisions are more restrictive and inquitable than the usual type
of provision designed to limit the use of lag-period wages (see page ).
Requiring a specified amount of wages in the last 2 calendsr quarters of
the base period can result in an anomalous situation where an individual
has recent, substantial earnings to prove his attachment to the labor
force but, because they are not yet included in the base period, he can
not establish a benefit year and must wait until the next calendar quarter
when such earnings will become avallable to him.

1960, JuJ-y' - Septenber sesseces e Wages r@orted
October - December ........ Wages reported; individual laid
off November 30, 1960

1961, January - March ........... No wages reported
April - June ..eeeeeecs.... No wages reported
July - September .......... Wages reported
October - December ........ Wages reported; individual laid
off November 30, 1961

A claim filed in December 1961 to establish the second benefit year,
based on earnings in the July 1, 1960 - June 30, 1961 base period is
denied because of no earnings in the last 2 quarters, If still unem-
ployed, claimant can file a claim to establish a benefit year beginning
in the January - March 1962 quarter, based on earnings in the base
period, October 1, 1960 - September 30, 1961; however, his wage credits
in the July-September 1960 quarter will have expired and no longer be
availsble for benefit purposes.
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