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SUPPLEMENTARY REPORT OF THE SPECIAL 
COMMISSION RELATIVE TO THE EMPLOY
MENT SECURITY LAW.

Boston, April 26, 194S.

To the General Court of the Commonwealth.

The special Commission on the Employment Security 
Law, created by chapter 16 of the Resolves of 1947, has 
made a report in House 1764 of 1947. The Commission 
was revived by chapter 19 of the Resolves of 1948.

Because of the scope of subject matters assigned to the 
Commission by chapters 16, 59 and 62 of the Resolves of 
1947, and the inability of the Commission to complete 
its investigation and study within the time originally 
assigned, the Commission in the interim of time since 
the filing of its primary report and the date of this sup
plementary report, although officially not existing, con
tinued its investigation and stud}' and has since its 
revival reached certain conclusions thereon and makes 
this supplementary report to the General Court of 1948.

In its prior report (House, No. 1764), the Commission 
recommended legislation, as follows:
Appendix B. — An Act relative to Claims for Compensation and the 

Notice Thereof required to be given to Employers under the Em
ployment Security Law.

Appendix C. — An Act limiting the Disqualification for Benefits, or 
Service of a Waiting Period in Cases of Pregnancy under the Em
ployment Security Law.

Appendix D. —  An Act to Amend the Employment Security Law by 
Striking out Provisions as to Discretionary Powers of Director to 
disqualify Claimants for Benefits furnishing Inaccurate Informa
tion.

These bills have been heard and formally reported upon 
by the Joint Committee on Labor and Industries and 
are now pending in the General Court.
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The Commission also listed in its prior report various 
issues raised principally by employer and employee 
groups ; also certain issues raised by the Advisory Council 
of the State Division of Employment Security in Senate, 
No. 225 of 1947; also certain other miscellaneous issues. 
These issues are all within the scope of subject matters 
assigned for study and report thereon by the legislative 
mandate ordering the inquiry, and together with recom
mendations thereon are hereinafter listed.

Appended to the report are a statement of the state 
and federal legislative background of the unemployment 
compensation system, also charts and data pertinent to 
the context of this report, and legislation recommended.

Issue Affecting the Financial Structure.
Merit Rating.

It is contended by the Massachusetts C. I. O. Indus
trial Council and by the Massachusetts State Federation 
of Labor that “ merit” or “ experience” rating should be 
abolished. The Commission herewith submits a review 
of the legislative background of merit rating from both 
state and national viewpoints, together with comment 
upon the formula by which employers’ contributions are 
established. The Commission holds that current con
tributions to the fund should meet current benefits es
tablished in accordance with accepted principles as to 
unemployment insurance. The Commission also submits 
certain appendices, explanatory of the merit-rating for
mula, comparative financial data of the Massachusetts 
fund as to the funds of other States, and suggests further 
legislative consideration of merit-rating plans in other 
States and territories before any radical changes are made 
or contemplated in the Massachusetts system. The 
Commission is in favor of retention of the merit rating 
system.

Legislative Background.
(a) Nationally considered. — Merit rating was endorsed 

in principle by President Roosevelt in his message trans
mitting recommendations for legislation on economic



1948.] HOUSE — No. 2175. 5

security to the Congress. In this message he said (Janu
ary 17, 1935):

An employment compensation system should be constructed in 
such a way as to afford every practicable aid and incentive toward 
the larger purpose of employment stabilization in order to encourage 
the stabilization of private employment. Federal legislation should 
not foreclose the States from establishing means for inducing indus
tries to afford an even greater stabilization of employment.

The Social Security bill, as reported by the Committee 
on Ways and Means in April, 1935, and as passed by the 
House of Representatives, would not have permitted 
any merit rating in state Unemployment Compensation 
laws. The bill as finally passed by Congress, however, 
contained authorization for merit rating.

In reporting out an amendment to the House bill in 
this regard, the Senate Committee on Finance stated:

As we deem it desirable to permit the States freedom of choice in 
this respect, we also believe that the federal law should provide for 
recognition of credits allowed by the States to employers who have 
regularized their employment. All unemployment cannot be pre
vented by many employers, but many employers can do much more 
than they have done in the past to regularize employment.

The laws of all States but one contain merit rating 
provisions which permit rates below the usual standard 
of 2.7 per cent, on the basis of experience with unem
ployment as measured by a factor or factors specified 
in the laws. These reduced rates under state laws would 
be meaningless, however, unless they were recognized and 
allowed as additional credit against the federal unem
ployment tax. The federal tax does grant additional 
credits to employers who pay reduced rates under a 
state law, provided the state law meets certain federal 
standards and has been so certified by the Social Security 
Administration. In order that employers may qualify for 
additional credit allowance with respect to a reduced rate 
of contribution permitted by a state law, the state law 
must provide as follows in cases of pooled funds, as in 
Massachusetts:

No reduced rate of contributions to a pooled fund or to a partially 
pooled account is permitted to a person (or group of persons) having
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individuals in his (or then-) employ except on the basis of his (or their) 
experience with respect to unemployment or other factors bearing a 
direct relation to unemployment risk during not less than the three 
consecutive years immediately preceding the computation date.

(b) State Legislative Background. —  The first enact
ments of the Massachusetts Unemployment Compensa
tion law in 1935 provided in part as follows :

Section 4. The commission shall, for the year nineteen hundred 
and forty-one, and for each calendar year thereafter, classify em
ployers in accordance with their actual experience in the payment of 
contributions on their own behalf and with respect to benefits charged 
against their accounts, with a view to fixing such contribution rates 
as will reflect such experience. The commission shall determine the 
contribution rate of each employer in accordance with such rules and 
regulations as the general court may prescribe.

Section 5. The commission shall investigate and report upon the 
approximate degree of unemployment hazard in the various industries, 
occupations and employments and their cost to the fund. It shall 
recommend to employers, in industries, occupations or employments 
showing an excessive cost to the fund, measures for stabilizing em
ployment therein. It shall also, if it deems necessary, recommend to 
the general court a higher rate of contributions for any classification 
of industries, occupations or employments in which unemployment 
is excessive or chronic.

A brief review of the administrative recommendations 
and the recommendation of the then Governor and of 
the legislative situation immediately prior to the enact
ment of merit rating provisions as contained in chap
ter 490 of the Acts of 1939 is in order as indicative of 
the several viewpoints and of the legislative intent at 
that time.

On July 31, 1939, Governor Saltonstall forwarded to 
the General Court a communication from J. Edward 
Doyle, the then Director of the Unemployment Com
pensation Commission, as to a proposed system of merit 
rating (House, No. 2319). This message also referred to 
House, No. 1641 of 1939, accompanying petition of 
Edward F. Connelly on behalf of the Associated Indus
tries of Massachusetts. Mr. Doyle’s communication re
ferred to the lack of progress in congressional procedure 
as to a plan for a state merit rating (providing for a
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uniform reduced rate to all employers in the State under 
certain prescribed conditions), which plan was then 
pending in Congress, sponsored by the Advisory Council 
and by the Governor and advocated by Congressman 
John W. McCormack. In lieu of the plan for a state 
merit rating system, a different rating plan substantially 
as subsequently enacted in said chapter 490 of the Acts 
of 1939 (approved August 12, 1939) was proposed by 
Governor Saltonstall.

This enactment of 1939 with certain later amendments 
(having to do principally with questions of transference 
of merit rating from predecessor to successor employing 
units) is now substantially as contained in section 14 of 
the Employment Security Law.

It is noted that in the communication of Director 
Doyle, which was transmitted by Governor Saltonstall 
to the General Court, the following points were stressed 
in favor of the proposed “ merit” rating legislation:

1. As of July 1, 1939, the state unemployment trust fund approxi
mated $61,000,000.

2. In 1938, $28,000,000 had been paid in benefits as against con
tributions of $34,000,000.

3. The purpose of merit rating was to encourage stabilization of 
employment.

4. In no case would the employers’ contribution rate as proposed 
be over 2.7 per cent and not less than .5 per cent.

5. “ It is estimated that the proposed merit-rating plan will, with 
experience, permit the contributions to be approximately the yearly 
expenditures, thereby preventing further accumulation in Wash
ington.”

6. The proposed plan was not ideal, but was in keeping with the 
type of plan permitted under provisions of federal law.

Merit rating, although enacted in 1939, became opera
tive, in so far as reduced rates to employers were actually 
in effect, as of January 1, 1942. The point of view of 
1939 was one of complete satisfaction if receipts of con
tributions would equal outgo in form of unemployment 
benefits. As a matter of fact, the fund which, as of July 
1, 1939, was approximately $61,000,000 (without em
ployee contributions and with reduced employer con
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tribution rates for the period subsequent to January 1, 
1942) amounted to $213,000,000 as of January 1, 1946.

It is also a fact that despite the excess of benefit pay
ments over contribution receipts during 1946 and 1947, 
the fund as of January 1, 1948, was almost $180,000,000, 
about three times the size of the fund when merit rating 
was first enacted in 1939. It is also true that merit rating 
did save employers sums of money that would have 
otherwise gone into a fund earmarked for benefits, which 
fund would be far in excess of any contemporaneous or 
then current demand for benefits. Further, this Com
mission regards it as indisputable that merit rating did 
contribute to the public good as an effective aid to the 
regularization of employment. This aid cannot well be 
stated in statistical form, but eliminating from considera
tion those industries where steady employment is the 
usual order and expected thing, and eliminating, also, 
defence industries with their high level of employment 
during the war years, it is our opinion that the increase 
in the payment of wages by employers resulting from 
their direct efforts at stabilization of employment has 
since the enactment of merit rating in 1939 to the present 
date far exceeded any financial saving made by the same 
employers by way of reduced contributions occasioned 
by the operation of “ merit” rating.

As stated in our previous report, a comparison of the 
money in unemployment compensation funds of the 
several States for the payment of benefits places Mas
sachusetts in an unfavorable position.

We append to this report certain charts and tables 
showing the relative situation of Massachusetts with 
fifteen other States having large taxable pay rolls subject 
to unemployment compensation laws.

These charts and tables are appended for what factual 
value they may possess, and not for the purpose of advo
cating a state unemployment fund disproportionate to 
the legitimate purpose for which it was established, — 
the payment of benefits in appropriate rates and amounts 
to the involuntarily unemployed. To repeat the citation
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of Chief Justice Rugg in Howes Brothers v. The Unem
ployment Commission:

The contributions . . . are raised by the Commonwealth for a 
particular purpose through the exercise of its police power. They 
cannot rightly and in good conscience be directed to any other pur
poses.

Further, under the provisions of the Social Security 
act, in order for a taxpayer to get credit for his contribu
tion against his federal unemployment tax, all funds 
withdrawn from an unemployment compensation fund 
must, be for benefit payments (excepting employee con
tributions may be used for disability insurance).

An excessive fund specifically earmarked is not to 
the advantage of the Commonwealth. What, however, 
has greatly concerned this Commission has been the 
shrinkage from $213,000,000, as of January 1, 1946, to 
$177,000,000 as of March 31, 1948, — approximately 
$36,000,000 in a period of twenty-seven months. Under 
recent employment conditions benefits paid should not 
have exceeded the total of contributions received plus 
interest accretions to the fund. This particularly in 
periods of high employment. Some of this shrinkage of 
the fund is due to the benefit status having been in 
many cases (as, for example, involving in certain in
stances dependency allowances) made more attractive 
than a program of steady work to the individual. This 
is an evil thing of itself, entirely irrespective of the effect 
on the fund. Another cause of the shrinkage is due to 
the workings of the formula establishing the employers’ 
rate; as, for example, the benefit payments in two suc
cessive years, in 1943 and 1944 and first half of 1945, 
being of such negligible amounts had under existing 
law a perhaps undue influence on the state experience 
factor and consequently too great an effect upon lowering 
employer contribution rates in 1945, 1946 and 1947. 
This Commission does favor the retention of a system 
of “ experience” or “ merit” rating. It prevails in all 
States but Mississippi. These state systems as a practical
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matter must conform to the federal requirements of 
three years, as stated above, but otherwise the state 
systems, although they may be classified in groups, are 
extremely varied, based on apparently different con
cepts as to merit rating, have been enacted at separate 
dates, and have been productive of widely different 
financial results as to the state unemployment com
pensation funds. Under the workings of the Massa
chusetts formula it now appears that for the calendar 
year 1948 the experience rates of man}' thousands of 
employers have been advanced. (For example of work
ing of this formula, see Appendix E, page 67.)

Current Financial Situation.
As of March 31, 1948, the Massachusetts Fund 

amounted to 8176,997,497 for the first quarter of 1948; 
the receipts (contributions plus interest accrued to the 
fund) amounted to $9,003,093. Benefits paid during 
this first quarter of 1948 were $11,836,530, showing for 
the said quarter an excess of payments over receipts 
amounting to $2,833,437.

It is to be noted that contributions due subsequent to 
April 1, 1948, on wages for the current year will, under 
the operation of the formula contained in Section 14, be 
on the newly declared rates for 1948.

Due to a slight increase in the state experience factor 
(from 16 per cent in 1947 to 17 per cent in 1948) plus in
creases in the benefit wage ratios of many employers, the 
rates of thousands of employers have increased on their 
pay rolls as of January 1, 1948. The average rate which 
in 1947 was 1.1 per cent will be in 1948 I V2 to 2 per cent. 
The taxable pay roll (wages of $3,000 or less subject to 
contribution payments) in the State is presently $3,100,- 
000,000. In the present era of high wages this may and 
probably will increase during 1948.

Assuming a pay roll of $3,200,000,000 and an average 
contribution rate of 1§ per cent, the income contributions 
on wages for calendar year 1948 should approximate 
$48,000,000. Interest on the fund will add a sum of 
about Q/2  million dollars.
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The total benefit payments in 1947 were $53,471,309. 
It is fair to assume that given a continuance of existing 
conditions, income will equal expenses in the current bene
fit year, and though it is not to be assumed that current 
favorable employment conditions will continue in the 
years immediately ahead, it is reasonable to advise the 
General Court not to act hastily on legislation affecting 
the existing formula.

In making this recommendation the Commission takes 
into consideration the following facts:

1. That the effective date of any enactment affecting 
contribution rates should be approximately April 1 of a 
given year.

2. That in view of anticipated receipts and expenses 
for the benefit year commencing April 1, 1948, there does 
not appear to be an urgent present legislative situation.

3. That thousands of employers of less than four indi
viduals are for the first time awarded “ merit”  rating in 
the current year, after a period of approximately five 
years of employment experience.

4. That a vast volume of merit rating laws has been 
enacted in 47 States; that these laws are of varied con
cepts and based on different policies and principles and 
have produced state funds of greatly differing amounts, 
and these as well as the existing present Massachusetts 
system should be the occasion for further consideration 
before any material changes in the formula or amendment 
to the law is made, except, however, in the following 
particular, which may well be made in the current ses
sion of the General Court.

Proposed Amendment.
Subsection 14 (d) of the present law provides that if 

the fund “ becomes less than the amount of the benefit 
expenses in that year of the most recent calendar years 
not exceeding ten” the reduced contribution rates shall 
be advanced (the lower rates of Yi, 1, 1JA and 2 per cent 
each advanced Yi per cent, and the rate of 2.5 per cent 
advanced to 2.7 per cent). The Commission proposes 
that the above provision of the law be amended if and
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when the fund becomes less than one and one half times 
said benefit expense.

Under the present provisions of the law, an increase in 
reduced contribution rates to employers would become 
operative when the fund reached a low level of $53,500,000. 
Under the proposed amendment the increase would be
come operative when the fund reached a low level of 
approximately $80,000,000. (See Appendix B, page 57.)

B (1). Issues Affecting Claimants.
It has been proposed by employer organizations that 

an individual shall not be entitled to draw benefits of 
his minimum earnings in his base period on $500 or 
less. Present provisions are as follows:
In section 24 an individual, in order to be eligible for 

benefits under this chapter, shall “ (a) Have been paid 
wages in his base period of not less than one hundred 
and fifty dollars.”

It is the opinion of this Commission that the present 
provisions as to minimum base period wages or earnings 
under existing conditions are too low to qualify an indi
vidual for eligibility for benefits. Ordinarily a person 
who earns but $150 in a calendar year can hardly be said 
to be attached to the labor market.

It is considered that an increase in base period earnings 
is in order, and the Commission proposes an increase from 
the existing $150 to $300 as an essential qualification to 
entitle a claimant to draw benefits for unemployment.

As stated elsewhere, the special commission favors a 
change in the context of subsection 24 (a) from “ paid 
wages”  to “ earnings” in the base period.

If the law is amended as herein suggested, an individual 
earning $300 in covered employment in a “ base” (or 
calendar) year would be entitled to benefits of $90 in a 
succeeding benefit year. (See section 6, Appendix C, 
page 62.)

B (2).
Require that an applicant must “ by active solicita

tion”  seek work in order to be eligible for benefits. At 
present an applicant must be available for and unable
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to obtain work in his own or other suitable occupation
(proposed by employer organizations).
The law now provides in section 24 (6) that an indi

vidual in order to be eligible for benefits under the Em
ployment Security Law shall be capable of and available 
for work and unable to obtain work in his usual occupa
tion or any other occupation for which he is reasonably 
fitted. The policy of the Division is to interpret the term 
“ unable to obtain work” as inclusive of the fact that the 
individual must have sought work, otherwise he would not 
be able to testify he was unable to obtain work.

At the time the individual files his first claim the Divi
sion accepts a statement that he is unable to obtain work 
as indicative that he has sought work, and the Division 
pays benefits on such statement to the claimant if he is 
otherwise eligible. After the individual has drawn bene
fits for successive weeks of unemployment, he is interro
gated as to what methods he has used to seek work on his 
own initiative other than by mere registration at his local 
public employment office. In the absence of exceptional 
circumstances, if the claimant has not sought work he is 
generally found to be ineligible for benefits because of his 
failure so to do.

The interpretation that the Division has placed on this 
clause is that the legislative intent is that the first obliga
tion to place an unemployed individual back at work rests 
with the individual himself; that the first purpose of the 
Employment Security Law is to assist the involuntarily 
unemployed individual in his efforts to find work; and 
that- it cannot be said that an individual actively sought 
work merely because he has registered in the public em
ployment office and filed a claim for benefits.

This Commission concurs in the administrative policy of 
the Director, that an essential part of unemployment 
compensation is the payment of benefits ' 1 to workmen who 
lose their position when employment slackens and who 
cannot find other work.” To quote a distinguished for
eign observer:

Another principle of American society that one must never lose 
sight of: Each individual being the most competent judge of his own
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interest, society must not push too far its solicitude for him, for fear 
that he will end by counting on society and will load it thus with a 
task which it is incapable of performing. (Alexis de Tocqueville, 1831.)

In the opinion of this Commission the proposed legis
lation is not necessary.

B (3).
Require proof from a physician or an impartial board 

of an applicant’s claim that he quit his job because of 
illness or incapacity related to his work (proposed by 
employer organizations).
The above proposal would require proof from a physi

cian in each instance where a claimant left his job because 
of illness or incapacity relating to his particular job, 
although able to do other suitable work. In such cases 
the claimant if otherwise eligible is entitled to benefits. 
In many instances the employer is in agreement with the 
claimant as to his inability to do the particular job. As
sume that a worker employed at a job that required him 
to stand all day developed varicose veins. Both he and 
the employer agreed that he was no longer able to per
form that particular work. However, he may be capable 
of performing other suitable work.

This Commission is informed, however, that a physi
cian’s certificate is required in another type of case, as, 
for example, where a claimant states he has left his work 
because of illness, and later, having recovered and being 
unemployed, files his claim for benefits.

It does not appear to the Commission that the legisla
tion requested is necessary.

B (4).
(a) Require that a voluntary quit shall be ineligible 

for benefits unless he submits a proof that he was sub
sequently employed in covered employment for at least 
ten weeks. “ This should prevent possible collusion, 
through which a claimant might be discharged from a 
short-term job after a previous voluntary quit.”

(b) Similarly, those discharged for misconduct or 
other proper cause should not receive benefits until
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after a minimum number of weeks in covered employ
ment thereafter.

(c) Those suspended from employment for cause, like 
those discharged, should not receive benefits during 
suspension (proposed by employer organizations).

The present provisions of the law are:
Section 25. No waiting period shall be allowed and no benefits 

shall be paid to an individual under this chapter for . . .
(e) The period of unemployment next ensuing after an individual 

has left his employment —-
(1) Voluntarily without good cause attributable to the employing 

unit or its agent; or
(2) By discharge shown to the satisfaction of the director to be 

attributable solely to deliberate misconduct in wilful disregard of the 
employing unit’s interest.

Under statutory provisions the Director has issued the 
following orders:

Procedural Order No. 1.

When a claimant has been disqualified because of voluntary quittance 
or discharge attributable to wilful misconduct, his disqualification will 
not be removed until such time as he has had full-time employment 
in a calendar week or has earned wages in an amount at least equal to 
his benefit rate at less than full-time employment in a single calendar 
week.

Procedural Order No. 3.

When an individual has been offered new employment and has 
accepted such offer of employment and as a result of such acceptance 
voluntarily quits his old employing unit, if after reporting for work 
as agreed, the new employing unit refuses to supply full-time work 
to the individual, the employing unit which offered him the new job 
shall be considered to be his last employing unit (even though the 
individual has performed no services other than reporting for work at 
the time and place specified) and it shall be considered that there is 
no question of voluntary quittance. Evidence satisfactory to the 
Director that a contract for employment existed between the new 
employing unit and such individual will be required.

It appears to the Commission that much of the com
plaint of employers on the above subject matter had to 
do with “ charge backs” as affecting their merit rating
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in such cases where an individual had voluntarily left or 
had been discharged by employer, and after a subsequent 
employment by another employer, “ B ” , such individual 
registered for benefits, the first employer’s (“ A ” ) con
tribution rate being adversely affected thereby, 'this 
situation has been remedied by legislation proposed in 
Appendix B of House, No. 1764 (being substituted for 
House, No. 2099 of 1947 (bill accompanying petition of 
the Massachusetts State Chamber of Commerce, Mr. 
Dwight McCormack, Attorney). It is true that collusions 
may and probably do occur which may have an adverse 
effect upon the unemployment compensation fund, but in 
the view of major issues elsewhere considered in this 
report, it is not considered by the Commission to be of 
sufficient consequence for legislative consideration by the 
present session of the General Court.

B (5).
Benefits should not be paid to employees when an 

employing unit shuts down for a period of not more 
than two weeks.

It is contended in brief for the Associated Industries
of Massachusetts as follows:

It is the intention of the law following its sound pur
pose to exclude from benefits individuals who are not 
available for employment. Some problems in this re
spect arise where a plant or a department shuts down 
for a vacation period. Section 25 should so be amended 
to provide that no waiting period can be served and no 
benefits paid during any period, not in excess of two 
weeks, wherein the department of the employing unit 
in which the individual has an opportunity to return to 
work.

The pertinent provisions of the law are as follows:

S e c t i o n  25. No waiting period shall be allowed and no benefits 
shall be paid to an individual under this chapter for —

(d) Any period with respect to which he is receiving or has received 
or is about to receive remuneration in the form of —

( 1) .........................................................................
(2) Vacation allowances.
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Vacation and vacation allowances, including qualifica
tions for the extent of vacations, the periods during which 
vacations shall be scheduled, time of payment of allow
ance, etc., are a common subject matter of contractual 
agreements between employers and employees.

Shut-down periods may also be provided for in such 
agreements. The question of benefit payments is then 
dependent upon contractual interpretations of the agree
ment.

If an employer (without a contract or agreement) 
closes down on his own initiative, then, irrespective of 
what he terms the “ shut down,” the claimant if other
wise eligible is entitled to benefits.

This Commission takes occasion to make the observa
tion that the Employment Security Division with its 
trained personnel devoting all its time to highly specialized 
subject matters has within its administrative area op
portunities for close attention to the technical aspects 
of its problems hardly possible to the legislative body.

We believe that the determination of what constitutes 
a vacation or a vacation allowance is a subject matter 
for contractual treatment between employer and em
ployee, subject also to an honest decision of the facts 
and fair and impartial administration of the law involved 
by the Director. To quote Chief Justice Qua in a recent 
case and on a somewhat similar issue {i.e., the determina
tion by the Director as to what constitutes “ suitable 
employment” ) :

The Commonwealth has entrusted to the Division of Employment 
Security the delicate task of administering the law with fairness to 
the employee on the one hand, while faithfully preserving the safe
guards of the law on the other hand. (Pacific Mills v. Director of the 
Division of Employment Security and another. 1948 Advance Sheets, 
page 185. February 4, 1948.)

This Commission sees no need for the legislation 
requested.

B (6).

An individual should serve a one-week waiting period
during each term of unemployment in order to be eli-
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gible for benefits. “ At present a single one-week wait
ing period permits receipt of benefits during all periods 
of unemployment within a benefit year, thus encour
aging alternate working and loafing periods.”

It is contended by the Associated Industries of Massa
chusetts as follows:

The evil of staggered employment is rising in the 
Commonwealth. It is a planned program whereby in
dividuals work a period of time and then loaf a period 
of time. It is a situation which is a flagrant abuse of 
the purposes of the law', but one out of which, under 
the existing law, individuals can receive benefits. This 
abuse must be corrected. If every employer attempted 
the same procedure, a 12 to 15 per cent pay roll tax 
would not be sufficient to maintain the system. It is 
therefore necessary to amend the Massachusetts Em
ployment Security Law so as to provide that individuals 
must serve a one-week waiting period during each 
period of unemployment in order to be eligible for 
benefits. Under the present law an individual need 
serve a waiting period of only one week of total unem
ployment during the benefit year. There appears to 
be no other way to meet, in practical fashion, this evil 
of planned staggered employment.
It is true that by planned programs or agreements 

between certain employer and employee groups arrange
ments are effected whereby alternate periods of em
ployment and unemployment are arranged and benefits 
are paid in planned weeks of unemployment. It appears 
that this practice more or less prevails in certain indus
tries where married women work for a period, a week or 
two, in the mill alternating with weekly periods or so in 
household work or duties. This in effect amounts to a 
subsidy to regular wages. It is not appropriate to a 
system of unemployment insurance. How extensive the 
practice is, is a matter not easy of determination. The 
Commission, however, has noted that in one particular 
public employment office in the years 1943 and 1944 the 
amount of benefit payments was approximately 20 per 
cent of the total payments made in the Commonwealth 
for those years. An appropriate percentage for benefit 
payments for the office in question would have been
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3Ja> per cent. It may be remarked that the years 1943 
and 1944 were years of very low totals of benefit payments 
throughout the State. The Commission believes that 
in the particular section of the State served by the em
ployment office in question, the large amount of benefit 
payments in 1943 and 1944 was due in part to the agree
ments above referred to. However, upon further inquiry 
as to benefit payments in subsequent years, it was found 
that the total payments for the office in question de
clined in 1945 to 9.2 per cent, in 1946 to 2.5 per cent, and 
in 1947 to 3.2 per cent. The 1946 and 1947 percentages 
for said offices were less in proportion to its percentage 
of the whole State (3.5 per cent) than would have been 
justified by the earnings of covered workers in the dis
trict served by the office. On the whole, these figures, 
although showing a situation of planned staggered em
ployment in 1943 and 1944, do not denote a chronic 
situation persisting through later years of 1946 and 1947.

Another practice brought to the attention of the Com
mission is, where production declines certain employers 
split their working forces with each portion of the forces 
working alternate weeks. This arrangement gives cer
tain advantage to employer and employee alike. The 
employee earns full wages one week, gets his benefits the 
next week. The employer has his staff of workers avail
able when production steps up.

There is grave question, however, as to the propriety 
of the remedy proposed, namely, the insertion in the law 
of a one-week waiting period during each term of unem
ployment in order to be eligible for benefits. This would 
penalize the great body of workers, including those who 
have no arrangements as above outlined. It does, how
ever, raise questions ds to whether employers who oper
ate under planned arrangements whereby excessive 
benefit payments are made should not pay contribution 
rates commensurate thereto, and which in certain given 
cases would be in excess of the present maximum con
tribution rate of 2.7 per cent.

It is to be noted that under the provisions of the Mas
sachusetts merit-rating formula an employer’s account
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is not charged the actual amount of benefits paid to his 
employees under the formula contained in section 14. 
He is charged “ worker’s benefit wages” up to the total of 
wages in a base period not to exceed $1,900. (The figure 
of $1,900 benefit wages is arrived at because the maxi
mum amount of benefits an eligible individual can receive 
in a benefit year represents 30 per cent of the total wages 
of $1,916, which for convenience of the formula is fixed at 
$1,900.) The reason for the use of the factor “ worker’s 
benefit wages” instead of actual benefits paid is primarily 
because of administrative difficulties, and the volume of 
work that would be required to record in detail the total 
amounts of benefit payments to such employee and 
former employee of an employer. The attempt by the 
use of “ benefit wages”  is to approximate an employer 
experience ratio modified by a state-wide experience 
factor. So the charge to the employer is the worker’s 
benefit wage for a base period (calendar year), and this 
is irrespective of whether the claimant is paid one week’s 
benefit or 23 weeks’ benefits. This does cause certain 
inequalities. Planned arrangements of staggered em
ployment with alternate weeks of work and of idleness 
with the benefit status gives an undue advantage to the 
parties to such plans, and is at the cost of the general 
employer and to the detriment of the unemployment 
compensation fund. The Commission does not suggest 
legislation for the current session of the General Court 
on this subject matter. The practice, however, is a 
matter for continued and watchful legislative concern 
and possible future enactment of law.

B (7).

Benefits not to be paid to an individual for any week 
in a benefit year subsequent to the date on which he 
has been determined a dependent child of a claimant 
(section 9 of Senate, No. 225 of 1947).

This Commission concurs in the above proposed legis
lation.
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B (8). Elimination of Waiting Period.

(a) General Statement.
Unemployment insurance system of all States, except

ing Maryland, include a waiting period — an uncom
pensated period of unemployment — before benefits are 
payable. The purposes of the waiting period have been 
stated as follows:

(1) To eliminate payments to claimants unemployed 
for inconsequential periods of time, and thus conserve 
funds for benefits to claimants suffering longer unemploy
ment ; and

(2) To give time for administrative determination of 
the claimant’s eligibility and the amount of his benefit 
rights so that benefits payable can be paid without undue 
time lapse.

Today 37 state unemployment compensation laws pro
vide a one-week initial waiting period, and 28 of these 
States require only one week of total or partial unem
ployment in the benefit year. Under present operating 
procedures an initial waiting period of one week gives the 
agency sufficient time to make a determination on all but 
the exceptional initial claims. All but three States have 
eliminated the requirements for an additional waiting 
period after an interruption in the benefit period.

(6) Successive Reductions as to Duration of Waiting 
Period in Massachusetts since 1935.

When originally enacted in 1935 the law provided for 
a waiting period of four successive weeks after registra
tion as unemployed. This was changed to three consecu
tive weeks, effective as of July 1, 1938; then two weeks 
(cumulative), as of August 13, 1939; and finally, effective 
as of April 1, 1942, to one week (two weeks of partial 
unemployment constituting one week total unemploy
ment.)

(c) Cost of Elimination of Waiting Period.
It is estimated that the elimination of waiting period 

at current status of unemployment would cost the fund
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an annual amount of $3,650,000. (This figure was arrived 
at by estimating the number of valid waiting claims 
received during the twelve-month period ending August 
31, 1947, from claimants not exhausting their maximum 
benefit credit and multiplying it by the amount of the 
average check.)
(d) Elimination of Waiting Period would not speed up 

Benefit Payments.
The administrative task and legal requirements of 

processing claims for benefits are such that an elimination 
of the waiting period would not place benefit checks in 
the possession of claimants at any appreciable earlier 
time than under existing practice.

This Commission is not in favor of elimination of wait
ing period.

B (9).
Striking out provisions as to grade or class of workers 

in paragraph 25 (5) (2) of the Employment Security 
Law. Stoppage of work because of labor dispute (fav
ored by Massachusetts C. I. O. Industrial Council and 
Massachusetts State Federation of Labor).

As originally enacted in 1935, the law provided as 
follows:

Section 19. (a) No benefits shall be paid to an employee under 
this chapter for any week in which his unemployment is directly due 
to a strike, lockout or other trade dispute still in active progress in 
the establishment where he was last employed.

It is to be noted that the provisions as to “ stoppage of 
work” were not contained in the original enactment of 
1935.

The existing provisions of the law as appearing in 
section 25 (6) (1) and (2) (substantially the same as con
tained in section 26 (1) and (2) of the British Unemploy
ment Insurance Acts of 1935) are as follows:

Section 25. No waiting period shall be allowed and no benefits 
shall be paid to an individual under this chapter for —

(6) Any week with respect to which the director finds that his 
unemployment is due to a stoppage of work which exists because of a
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labor dispute at the factory, establishment or other premises at which 
he was last employed; provided, that this subsection shall not apply 
if it is shown to the satisfaction of the director that —

(1) He is not participating in or financing or directly interested in 
the labor dispute which caused the stoppage of work; and that —

(2) He does not belong to a grade or class of workers of which 
immediately before the commencement of the stoppage, there were 
members employed at the premises at which the stoppage occurs, 
any of whom are participating in or financing or directly interested in 
the dispute; provided, that if, in any case, separate branches of work 
which are commonly conducted as separate businesses in separate 
premises are conducted in separate departments of the same premises, 
each such department may, for the purpose of this subsection, be 
deemed a separate factory, establishment or other premises.

(3) For the purposes of this chapter, the payment of regular union 
dues or assessments shall not be construed as participating in or 
financing or being directly interested in a labor dispute.

There is a vast body of decisions by the English Referee 
and by Appellate Boards and Boards of Review of this 
and other States on this most controversial issue of grade 
or class.

We observe that, generally speaking, where the workers 
are all production workers, working under the same general 
conditions and management, whose operations are mutu
ally dependent, and one department cannot function 
separate and apart from another department, so that 
the striking of employees in one department results in 
a stoppage of work in the other departments, such workers 
are deemed under the interpretation by the Director 
and his representatives and by decisions of the Board 
of Review to be of the same grade or class.

Examples.
An office worker not eligible for membership in the union to which 

the striking factory' production workers belonged rvas held not in the 
same grade or class.

Clerks, office workers, supervisors and others who neither belonged 
to the union involved in the labor dispute, nor were members of the 
bargaining unit in the plant, who were not interested in any way in 
the demands of the strikers and who were told to go home and not 
attempt to cross the picket lines by the representative of the em
ployer, due to extreme desire to avoid any violence, were found eligible 
for benefits because they were not interested, did not participate, did 
not help to finance, and were not members of the same grade or class.



A freight elevator operator was held not in the same grade and 
class as striking rubber workers in a rubber factory.

A supervisor in a shoe factory whose services were classed with 
management was held not in the same grade and class with striking 
production workers.

We further note that the claimant as well as the em
ployer has rights of appeal from the Director to the 
Board of Review, which is an independent tribunal, 
and from the latter, to the courts.

This Commission is in favor of continuing provisions 
of present law.

B (10).

Vacations — amendment of law to allow service of 
waiting period or payment of benefits in cases where 
claimant receives no vacation pay because of his in
sufficient prior employment.

Vacations. — The matter of vacation pay is a common 
subject matter of agreement between employers and 
employees. The Commission does not see the occasion 
for the proposed legislation.

B (11). Coverage of Maritime Workers.

The Pocahontas Steamship Company (820 Statler 
Building, Boston) has filed a statement requesting 
amendment of State Employment Security Law to 
cover maritime employees, assigning therefor the fol
lowing reasons:
At the present time this company, like many others in Massachu

setts, is paying a tax to the federal government amounting to 3 per 
cent of the taxable wages of its maritime employees. These employees, 
however, are not eligible for unemployment benefits, so that the tax 
on their wages is going for other purposes. Presently, the federal 
government is providing, through Massachusetts and other States, 
for payment of unemployment benefits for the “ Reconversion Period” 
ending June, 1949, to certain seamen who had employment with the 
United States through the U. S. War Shipping Administration or the 
U. S. Maritime Commission. This is only a temporary thing and 
does not apply to our present or former employees nor to many others 
who are and were in private maritime employment. In order that a 
large group of individuals whose wages are being charged with un
employment tax may not be deprived of unemployment benefits, you
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are urgently, if belatedly, requested to include in your report a recom
mendation for coverage of maritime employees.

Prior to a recent decision of the United States Supreme 
Court (Standard Dredging Corporative v. Michael J. 
Murphy, May 24, 1943, 319 U. S. 306), it had been 
generally considered that the States were barred from 
including maritime service within the provisions of State 
Unemployment Compensation laws, because of the 
admiralty clause of the U. S. Constitution, whereby the 
judicial power of the United States is declared to extend 
“ to all cases of admiralty and maritime jurisdiction.” 
The decision above cited held that “ Employers of mari
time workers otherwise subject to state unemployment 
insurance taxing acts are not excluded from the coverage 
of such acts either by article 3, paragraph 2, of the United 
States Constitution, or by congressional enactments.” 
Subsequent to this decision Congress amended the In
ternal Revenue Code to authorize the several States to 
require contributions from, and to include within the 
provisions of their unemployment compensation laws 
(subject to certain specified limitations and conditions), 
maritime employers, officers and crews of American 
vessels (subsection 1606 of the Internal Revenue Code).

In like manner Congress also amended the Federal 
Unemployment Tax Act to include wrages for maritime 
service for employers of eight or more performed after 
June 30, 1946, “ by an employee for the person em
ploying him, irrespective of citizenship or residence of 
either the employee or the employer, in connection 
with an American vessel under a contract of service 
which is entered into within the United States or during 
the performance of which the vessel touches at a port 
in the United States, if the employee is employed on 
and in connection with such vessel when outside the 
United States.”

Massachusetts Law does not Cover Maritime Em
ployers. — Under provisions of Massachusetts law (sub
section 6 (c) of Employment Security Law as contained 
in chapter 685 of the Acts of 1941), fishermen (excepting
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in vessels of less than 10 net tons) are within the coverage 
of the law; maritime employees are not so covered.

Maritime employers do not pay contributions to the 
Massachusetts Unemployment Fund. They do, however, 
pay the federal excise tax of three tenths per cent, and in 
many instances they pay contributions to States other 
than Massachusetts. The federal government in 1939 
very properly made railroad unemployment compensa
tion a federal system, and Congress declared that the 
application of State Unemployment Compensation laws 
after June 30, 1939, as to railroad employment as defined 
in the Railroad Unemployment Insurance Act, “ would 
constitute an undue burden upon and an undue inter
ference with the effective regulation of interstate 
commerce.”

It seems to this special Commission that coverage of 
maritime workers is properly a federal function, and that 
the mere fact of the decision above referred to does not 
warrant the imposition of the burden of administration 
thereof upon the several States.

The Pocahontas Coal Company, which has presented 
the issue to this Commission, is a carrier of coal with 
ports of call from Norfolk, Virginia, to Searsport, Maine, 
with general offices in New York City. This Commission 
recognizes there may be some inequities involved as a 
result of federal legislation. It feels, however, that there 
is a limit to the complexities that may be required of 
a state administrative body.

It may be observed that by the terms of the Railroad 
Unemployment Insurance Act the Congress very properly 
declared that “ the application of state unemployment 
laws after June 30, 1939, would constitute an undue 
burden upon, and an undue interference with, the effective 
regulation of interstate commerce.” Similarly it may 
well be said that the coverage of maritime workers by 
state law places an undue administrative burden on the 
state agency. We quote in part from the report of Ad
visory Council of the Division (House, No. 752 of 1947):

Factors involved in the complicated administrative problems in 
this area are —
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Coverage. — The subjectivity of an employer is determined under 
existing statutes by the employment of individuals in “ covered’ ’ 
employment. The test is whether services are performed by an indi
vidual within or without the Commonwealth, or whether there is a 
constructive performance of said services within the Commonwealth. 
The performance of services, either actual or constructive, in covered 
employment, determines the subjectivity of the person or entity 
employing the individual. It would appear impossible to apply the 
present formula to officers and members of vessels plying in navigable 
waters.

In the case of maritime coverage, the present application of the law 
would necessarily have to be reversed, and the subjectivity of the 
employer would have to be determined on an entirely different basis. 
Instead of using the test of services performed by an individual as a 
determining factor, some other criterion would necessarily have to be 
established. Ownership, citizenship and residence of the owner, 
place of business in Massachusetts, direction and control from Massa
chusetts, registration of the vessel in Massachusetts, could all be 
considered as criteria. And if the vessel was owned or supervised, 
managed, directed or controlled by any of the above-named indi
viduals, or from any such office, the vessel would be construed part 
of the Commonwealth, to the extent that services performed on such 
vessel might be construed as performed within the Commonwealth.

Any and all of these criteria and any combination of them will 
immediately raise acute administrative problems because of the 
mobility of vessels,—  divided supervision, management, direction; 
conflict with laws of other States and of foreign governments. A 
vessel plying in and out of a Massachusetts port could be owned by a 
Massachusetts resident, an American citizen, or a non-citizen. It 
would be registered as either a domestic or foreign vessel, and still 
leave Boston and never return thereto. Likewise a foreign vessel 
owned by a foreign corporation could be operated, managed and 
directed from a Massachusetts office exclusively, or could be partially 
controlled from a Massachusetts office and equally controlled in any 
number of offices of a large corporation located in other States or in 
foreign lands.

The problem of determining which of the crew members or officers 
of any of these vessels are to be insured under the Massachusetts 
Employment Security Law, the laws of any other State, or the laws 
of any other country would not only present a very acute problem 
as to the insurance of the workers, but also a very acute problem in 
determining to which State or country contributions must be paid 
by the employer.

This Commission does not favor the proposed 
legislation.
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B (12).
Increase of total to 35 per cent of wages in base 

period of 26 times the benefit rate instead of present 
provisions of 30 per cent or 23 times benefit rate which
ever is lesser. (See House, No. 637 of 1947, favored by 
Massachusetts C. I. O. Industrial Council and Massa
chusetts State A. F. of L.)

The Commission is in favor of increasing the duration 
total amount of benefits an individual may receive dur
ing his benefit year to an amount equal to 26 times his 
benefit rate, or 30 per cent of his wages in the base period, 
whichever is the lesser, contingent, however, upon the 
enactment of the weekly rate of benefits as elsewhere 
recommended in this report in lieu of present provisions 
of the law. (See section 2, Appendix C, page 60.)

B (13).
Provide that an individual may not receive more than 

23 weeks of benefits during any twelve-month period; 
or that after benefits have been exhausted under original 
application, additional benefits shall not be paid until 
applicant has worked at least five weeks. (Issue stated 
by employer organizations.)

The law as to the total benefit payments made to an 
individual in a benefit year is as follows:

Section 31. (a) An individual who on April first of any year is or 
was serving a waiting period or who is receiving consecutive pay
ments for compensable weeks shall be paid benefits if otherwise en
titled thereto in accordance with the law in effect at the time the 
individual registered until such time as the individual becomes re
employed or has exhausted his benefits or otherwise becomes ineligible. 
When such an individual has become re-employed or exhausted his 
benefits or become otherwise ineligible, he shall thereafter be ineligi
ble for benefits until he shall have again registered and served a 
ivaiting period as provided herein.

(6) If such individual shall register and serve a waiting period and 
again become eligible for benefits, there shall be deducted from the 
aggregate amount of benefits to which he would be entitled during 
the current benefit year the amount of benefits previously paid to 
him for weeks of unemployment during the current benefit year. In 
no event shall an individual be entitled to receive within any benefit 
year benefits in excess of the amount set forth in section thirty.
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The above statutory provisions were enacted by sec
tion 14 of chapter 490 of the Acts of 1939, at which time 
a fixed benefit year (April 1 to March 31 succeeding) was 
established for all claimants in lieu of a previous benefit 
period that had relation to the individual’s date of regis
tration as unemployed. The proposed amendment would 
limit the total amount of benefits in any twelve-month 
period. This Commission believes that the present 
limitation as contained in the law is proper and is con
sistent with legislation in other States and territories 
and consistent with general intent and purpose as to 
unemployment compensation laws.

B (14).
Limit the weekly benefit rate to a maximum of 

50 per cent of average weekly earnings in the two 
highest quarters in the base period. (Issued as stated 
by employer organizations.)
What was formerly a 50 per cent concept of a claimant’s 

average weekly earnings in the highest quarter has since 
1943 (because of legislation then enacted) become a 67 
per cent concept except for workers qualifying for the 
higher rates. The legislation in 1946 as to dependents’ 
allowances has further aggravated the situation by per
mitting benefits with additional allowances up to average 
weekly wage of two highest quarters in base period.

This Commission recommends legislation limiting —
1. The weekly benefit rate to a maximum of 50 per cent 

of the average weekly earnings in the two highest quar
ters; provided, however, that if the payment of depend
ents’ allowances is to continue as part of the Unemploy
ment Compensation Program, the law should be amended 
to —

2. Include the payment of dependency allowances to 
claimants who are partially employed instead of being 
limited to total unemployment as at present.

3. “ Set the maximum which a claimant with allow
ances for dependents might collect during any given week 
to an amount not to exceed 80 per cent of the weekly wage 
of the claimant.”  (See sections 1 and 4 of Appendix C, 
pages 59, 61.)
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4. An extension of the duration of period to which a 
claimant may receive benefits, if eligible thereto (see 
Appendix C, page 61), from present 23 weeks to 26 
weeks.

5. Require that an individual in order to be eligible 
for benefits shall have earned wages in his base period of 
not less than $300.

B (15).
(a) Repeal provisions to pay additional benefits of 

$2 per week for each dependent child.
(b) Limiting the weekly rate of payment of regular 

unemployment benefits and the additional amount 
allotted for dependents to not more than 80 per cent 
of weekly wage in two highest quarters of base period. 
(If wages reported are for only one quarter, then 
weekly wage deemed to be one thirteenth of said 
quarter.) (Section 9 of Senate, No. 225 of 1947. Bill 
of Advisory Council.)

By provisions of chapter 611 of the Acts of 1946, it is 
provided that a totally unemployed individual, otherwise 
eligible, shall be paid for each week of unemployment 
$2 for each dependent child under age eighteen, in addi
tion to the regular amount payable to him under other 
provisions of the Employment Security Law.

It is further provided that, “ In no instance shall the 
regular unemployment benefits and the additional amount 
allotted for dependency be more than his weekly wage. 
For the purposes of this subsection his weekly wage 
shall be deemed to be an amount equal to one twenty- 
sixth of the total wages reported for him in the two 
highest quarters of his base period; provided, that if 
wages reported include not more than one quarter in said 
base period, his weekly wage shall be deemed to be one 
thirteenth of the total reported for such quarter. If such 
weekly wage includes a fractional part of a dollar it shall 
be raised to the next highest dollar.”

In the administration of the above cited dependency 
provisions, the Director has interpreted the law as follows:
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A. The parent who has legal responsibility for the care and main
tenance of the child may claim and receive dependency 
allowances.

1. The father in absence of evidence to the contrary is presumed
to be the person primarily responsible for care and mainte
nance, and as such is entitled to such pajunent.

2. The mother is entitled to such payment if —
(a) The father is deceased; or
(b) Permanently and totally disabled, and unable to support

the child; or
(c) Child is illegitimate and its paternity is not established

or its father is not required by court order to provide 
for its support; or

(d) Parents are divorced and the court has given custody to
the mother, without having ordered the father to pro
vide for its support ; or

(e) Father is incarcerated for a long term.
B. The earnings of a child who has not been emancipated belong to

the parent responsible for its care, and do not affect its 
dependency status.

C. Even though a child may possess an estate in his own right, unless
emancipated his care and maintenance is still the responsi
bility of the parent, and his dependency status under the 
provisions of the 1946 amendment is not affected.

D. Receipt of payments from welfare agencies or other insurance
programs on account of dependent children does not affect 
the eligibility of the parent for dependency allowances for 
the same children under the Employment Security Law.

The Director does not and in the opinion of this Com
mission should not involve himself in the question of 
whether the responsible parent has in fact carried out bis 
responsibilities. This is a subject matter not within the 
Director’s jurisdiction. The welfare laws of the State 
contain provisions for the policing of such failures. The 
Employment Security Law contains no such provisions.

It appears that the context of the dependency pro
visions are not based on an individual’s need or the need 
of his dependents, but rather is based on the individual’s 
legal responsibility to his dependents irrespective of their 
need. These dependency provisions have brought in the 
consideration of conditions other than an individual’s 
earning power and his attachment to the labor market.
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It is a basic change in the philosophy of Unemployment 
Compensation in Massachusetts as stated in the report 
of the Putnam Recess Commission of 1935.

The dependency allowance provision runs counter to 
other provisions of the law which impose upon the Di
rector and the Advisory Council prescribed policies and 
duties as to the regularization and stabilization of em
ployment within the Commonwealth.

The Commission concurs in part with the recommenda
tion of the Advisory Council of the Division as to legis
lation on the subject matter of dependent allowances as 
contained in its Biennial Report to the General Court 
(House, No. 752 of 1947), as follows:

“ That if the payment of dependents’ allowances is to continue as 
part of the Unemployment Compensation Program, the law should 
be amended to: (1) include the payment of dependency allowances 
to those who are partially employed: (2) set the maximum which 
a claimant might collect during any given week to an amount not 
to exceed SO per cent of the weekly wage of the claimant.”

Said weekly wage to be deemed one twenty-sixth of 
the total wages reported in the two highest quarters; 
provided, that if the wages reported include not more 
than one quarter in the base period, the weekly wage 
shall be deemed to be one thirteenth of the total re
ported for such quarter while agreeing to the 80 per 
cent limitation. We do not concur as to a proposed 
limitation of dependent children to three. This Com
mission further agrees with the amendment proposed in 
section 9 of Senate, No. 225 of 1947 (amending section 
25 of the Employment Security Law) by providing 
that an individual shall “ not be allowed to serve a 
waiting period or receive benefits for any week in a 
benefit year subsequent to the date on which he has 
been determined to be a dependent child of a claimant.”

Information as to Dependents’ Allowances paid in  1947-

Number of checks paid during 1947 (April through De
cember) for amounts in excess of $30 . . . .  GO, 134

Total amount paid during 1947 (April through Decem
ber) in dependents’ a l l o w a n c e s ................................ $1,091,204

Number of individuals (first payments) drawing depend
ents’ allowances during 1947 (April through December) 33,493

Number of such individuals drawing checks in excess 
of $30 8,590
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Payments in excess of -830 were distributed as follows:

A mount. Number of 
Checks.

Number of 
Individuals.

$ 3 1 ............................................................... 35,519 4,616
3 2 ...................................................... 610 72
3 3 ............................................................... 16,664 2,117
3 4 ............................................................... 322 53
3 5 ............................................................... 7,034 886
3 6 ............................................................... 112 17
3 7 ............................................................... 3,168 445
3 8 ............................................................... 104 8
3 9 ............................................................... 1,533 208
4 0 ............................................................... 43 10
4 1 ............................................................... 586 82
4 2 ............................................................... 25 7
4 3 ............................................................... 303 43
4 4 ............................................................... - -

4 5 ............................................................... 103 22
4 6 ............................................................... - -

4 7 ............................................................... 4 1

C (1). M iscellaneous Issues.
Strike out emergency powers as contained in section

32. (Suggested by Dean ffm . G. Sutcliffe of this
Commission.)
Said section 32 provides as follows:
If in any six months’ period the amount paid in benefits from the 

unemployment compensation fund has exceeded the income, or if, in 
the judgment of the Director, the reserves in said fund are in serious 
danger of depletion, the Director may declare an emergency and 
announce a modified scale of benefits, an increased waiting period, or 
other changes in the requirements regarding eligibility for receipt of 
benefits which he may deem necessary to maintain the reserves of 
said fund.

The above provisions are substantially as contained 
in section 20 of the Massachusetts Unemployment Law 
as enacted in 1935. These provisions give the Director 
arbitrary powers as to benefit payments. It is to be noted 
that subsection 14 (d), having to do with increase of 
contribution rates in certain instances, was enacted in 
1939, and that this later enactment renders inappropriate 
such of the provisions of section 32 (the earlier enactment) 
as the director’s modifying scale of benefits, increasing 
waiting period, and changing eligibility requirements.



The Commission recommends the striking out of this 
section of the law.

C (2).
Extending authority of Advisory Council to approval 

of acts of Director.
It is contended by the council for the Massachusetts 

C. I. O. Industrial Council that the authority “ of the 
state Advisory Council should be extended; particu
larly the council should be given authority to approve 
or disapprove the acts of the Director. The decision of 
the Director made in circumstances affecting claims, 
and which become precedent to govern future similar 
situations, should become effective only after accept
ance or approval of the council.”
This Commission does not agree with the above con

tention.
The Director acts in an administrative capacity; he 

is given great and varied responsibilities under provisions 
of the statute. His is a whole-time job, requiring all the 
attention of an experienced and qualified executive. The 
Advisory Council exists under provisions contained in 
section 9 of chapter 23 of the General Laws, which pro
vides in part as follows:

There shall be in the division, but not subject to the control of the 
director, a state advisory council of six members, citizens of the com
monwealth, to be appointed by the governor with advice and consent 
of the council. Two of said members shall be persons who, because of 
their vocations, employments, occupations or affiliations, can be 
classed as employers; two shall be persons, who for like reasons, can 
be classed as employees; and two shall be persons representative of the 
public. The governor shall from time to time designate as chairman 
one of the members who was appointed as representative of the public.

The statutory duties of the Advisory Council contained 
in section 62 of the Employment Security Law are as 
follows:

Section 62. The state advisory council shall perform all the duties 
imposed on it by this chapter, and, in addition, shall consider and 
advise the director upon all matters connected with this chapter sub
mitted to it by the director. It shall have full investigatory powers, 
and shall have direct access to all sources of information relating to 
employment. It shall promote as far as possible the regularization 
of employment within the commonwealth. It shall also aid in the
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formation of policies related to the administration of this chapter 
as to insure a fair, impartial and neutral administration thereof, free 
from political influences. It shall report to the governor at least 
quarterly, and to the general court biennially and at such other times 
as the general court may require, its conclusions and recommenda
tions with respect to the administration of this chapter. Said reports 
shall relate particularly to the actuarial status of the unemployment 
compensation fund and shall set forth such changes in or additions 
to this chapter with respect to contributions, benefits or other pro
visions thereof, as are, in its opinion, necessary for maintaining the 
solvency of said fund. It shall also investigate and study all pro
posals for changes in or additions to the provisions of this chapter 
pending before the general court, including proposals made by the 
director, and shall report to the general court its recommendations 
with respect thereto. Reports made by said council to the governor 
hereunder shall be open to public inspection.

It is the belief of this Commission that experience has 
demonstrated that impartial, neutral and efficient ad
ministration of the law is advanced by confining the duties 
of the Director and of the members of the Board of 
Review within their respective jurisdictions as defined in 
the statute. It may also be observed that administra
tive acts of the Director, or determinations made by his 
representatives, are generally subject to appeal to the 
Board of Review and to review by the courts.

C (3).

Further limitation as to divulgence of information 
secured by the division in any court proceeding (sec
tion 5 of Senate, No. 225 of 1947, bill accompanying 
petition of William G. Sutcliffe, State Advisory Council).

Section 46 of the Employment Security Law provides 
as follows :

Information secured pursuant to this chapter, shall be confidential 
and for the exclusive use and information of the division in the dis
charge of its duties hereunder. Such information shall not be open 
to the public, nor shall it be used in any action or proceeding unless 
the division or the commonwealth is a party to such action or pro
ceeding, or unless such action or proceeding is in the nature of a 
criminal prosecution under some provision of federal law, but any 
employer or claimant, upon request, shall be supplied by the division 
with information concerning his own record which is necessary to 
him in his relations with the division. Whoever, except with author
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ity of the director or pursuant to his rules and regulation, or as other
wise required or authorized by law, shall disclose the same, shall be 
punished by a fine of not more than one hundred dollars or by im
prisonment for not more than six months, or both; provided, that 
nothing herein shall be construed to prevent the director from com
plying with the provisions of section sixty-four or from conducting 
any investigation he deems relevant in connection herewith, nor to 
prevent the director from publishing in statistical form the results 
of any such investigations without disclosing the identity of the 
individuals involved.

Said section 5 of Senate, No. 225 would delete from 
the law that portion which allows the use of information 
when the “ action or proceeding is in the nature of a 
criminal prosecution under some provision of the federal 
law.”  Said section 5 of Senate, No. 225 of 1947 also adds 
a new subsection, as follows:

(a) All information transmitted to the director or his duly author
ized representatives pursuant to this chapter shall be absolutely privi
leged and shall not be made the subject matter or basis in any action 
of slander or libel in any court of the commonwealth.

This Commission is in favor of adding this latter pro
posed subsection (a). It does not, however, concur with 
the amendment of the law prohibiting the divulgence of 
information where criminal prosecution under some pro
vision of federal law is involved. (See Appendix D as 
to legislation.)

C (4).

(a) Extension to four years of present limitation (of 
three years) as to period of time in which the Director 
may bring action for contributions overdue. (Section 8 
of Senate, No. 225 of 1947, Advisory Council Bill.)

(b) Amend paragraph 1 (s) (2) so as to exempt from 
taxation (levying of contributions) on allowance or sev
erance pay in cases wherein such payments are made 
by reason of a legal obligation created by a contract of 
hire executed between an employer and an employee or 
his bargaining agent, (Present law exempts contribu
tions only as to employers who made such payments, 
but are under no legal obligation so to do.) (Mass. 
C. I. 0. Industrial Council and Massachusetts State 
F. of L.)
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(c) Certain technical amendments to conform with 
Federal Internal Revenue Code and perfecting amend
ments to the Employment Security Law (sections 1, 2, 
3, 4, 6, 7 and 11 of Senate, No. 225 of 1947, Advisory 
Council Bill).

The above proposed amendments (a) and (c), as con
tained in Senate, No. 225 of 1947, are for the purposes 
in (a) above of bringing the statute limiting recovery on 

P contributions into conformity with the provisions of the 
federal law; and in (c) above, of certain perfecting amend
ments (with no substantial changes) to the Employment 
Security Law.

As to proposed amendment C (4) (5), this Commission 
is not in favor, for reasons substantially similar as con
tained in Items B (5) and B (10) (see pages 16 and 24, 
respectively, of this report).

The Commission acknowledges co-operation from the 
Director of the Division of Employment Security, Robert 
E. Marshall, and his administrative staff; from Patrick 
A. Menton, chairman of the Board of Review, and his 
associates and staff; also prompt attention and courtesies 
from the Federal Security Agency, and the receipt of val
uable material from the Employment Security Divisions 
of the several States.

In addition, the carefully prepared briefs submitted by 
employer and employee organizations have been of great 
value in this study and report.

The Commission has continued as originally appointed 
by the President of the Senate, George J. Evans, chair
man; by the Speaker of the House, Burton E. Loring, 
vice-chairman, Warren C. Earner and Harvey A. Pothier; 
by the Governor, Dean William G. Sutcliffe of Boston, 

J William Dwight of Holyoke and Leo F. Barber of Lynn. 
Joseph J. Leonard, Esq., of Boston has continued in the 

capacity of secretary.
GEORGE J. EVANS.
WARREN C. EARNER.
BURTON E. LORING.
WILLIAM DWIGHT.
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A p p e n d i x  A .

H IS T O R IC A L  L E G IS L A T IV E  B A C K G R O U N D .

A ttempts at  State  L egislation  in  M assachusetts, 
1916-1934.

The first legislative proposal in Am erica for unem ploym ent 
compensation was in 1916 upon petition of the M assachusetts 
Com m ittee on Unem ploym ent for a system o f Insurance for 
W orkm en in certain industries who are tem porarily unem 
ployed. This proposed legislation was introduced b y  Repre
sentative B . Loring Young.

G overnor M cCall, in his inaugural address to the General 
Court o f the same year, referred to the unem ploym ent crisis of 
1914-1915 as having “ revealed our unpreparedness in m ethods 
o f dealing with this grave problem  m ethodically and effec
tively.”

1. The Farnsworth Commission (1916).
The 1916 session of the General Court created a special recess 

Commission on Social Insurance, “ to study the effects of sick
ness, unem ploym ent and old age in M assachusetts; to collect 
facts as to actual experience with the several form s of insurance 
therefor; and to recomm end to the general court such legisla
tion as it m ay deem practical and expedient to protect the wage 
earners of the Commonwealth from  the burdens of sickness, 
unem ploym ent and old age, or any one or more of these.”

The Commission was com posed as follow s: Senator Frank S. 
Farnsworth o f Leominster, chairman ; Senator W alter E. 
M cLane o f Fall River, Representative Allison G. Catheron of 
Beverly, Representative Eden K . Bowser of W akefield, R epre
sentative H arry C. W oodill o f M elrose, Representative Edw ard 
G. M orris o f Boston, W endell P. Thore of Boston, John P. 
M eade o f B rockton, Edna Lawrence Spencer of Cam bridge, 
and John D . W right of Boston, secretary.

This Commission will be referred to as the Farnsworth 
Commission.
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The Farnsworth Commission of 1916 made an extended re
port (House, N o. 1850 of 1917) in which there was a very varied 
difference of opinion and o f conclusion am ong the members on 
the several subjects referred to them.

One m inority group subm itted a draft of an act to establish 
a system of health insurance, to be supported b y  com pulsory 
contributions from  employers, employees, and the Com m on
wealth into local or trade funds as established b y  the act.

Another m inority group submitted a draft of an old age pen
sion act. The Commission also subm itted a draft bill to estab
lish a state board o f employm ent.

The Farnsworth Commission included in its report a de
scriptive account of unem ployment insurance in foreign coun
tries, prepared by  M iss M oldenhauer of the Massachusetts 
Bureau of Statistics.

The report of this Commission did not, however, include any 
recommendation as to legislation on the subject o f unem ploy
ment insurance.

An unpaid Special Commission on Social Insurance was 
created under chapter 130 o f the Resolves of 1917, for the 
purpose of “ further investigating the extent to which poverty 
occasioned by sickness m ay be alleviated, medical care for 
wage earners and others of limited means m ay be provided, 
and measures to  prevent disease m ay be prom oted b y  in
surance.”

The question of unem ploym ent insurance did not come within 
the scope o f inquiry of this Commission. For its report see 
Senate, No. 244 of 1918.

2. The King Commission (1931-1932).
An unpaid special commission o f seven, herein called the K ing 

Commission on the Stabilization o f Em ploym ent, was appointed 
by Governor E ly in July, 1931, in accordance with the pro
visions of chapter 64 of the Resolves of said year. Under pro
visions o f the resolve, the commission was created “ to collect 
and publish, for the benefit of employers and employees in 
Massachusetts, inform ation on m ethods of regularization and 
stabilization of business and em ploym ent for wage earners in 
Massachusetts.”  This commission included Stanley King, 
chairman; Karl T . Com pton, Henry S. Dennison, H enry P. 
Kendall, Joseph La Fontaine, James T. M oriarty, William 
Leavitt Stoddard, and Edwin S. Smith, the last-named being
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secretary. It  filed as required a preliminary report on D ecem 
ber 31, 1931, and a final report on Decem ber 31, 1932 (H ouse, 
N o. 1100 of 1932, and House, N o. 1200 of 1933). The final 
report contained a proposed statute —  an Unem ploym ent 
Reserves Bill (House, N o. 1200, pages 192 to 236).

The commission was revived and continued b y  chapter 50 
of the Resolves of 1933 and presented a supplem entary report 
(House, N o. 1301 of 1934).

In this supplementary report the commission made a re-study 
of the bill originally contained in its previous report, and also 
a study o f the Higgins Bill (House, N o. 821 o f 1933), which 
was introduced by  Representative John P. Higgins, the present 
Chief Justice o f the Superior Court, and also a study of House, 
N o. 905 of 1933, the Sawyer-Lewis Bill. A lthough the H ig
gins Bill was entitled Unem ploym ent Insurance, it was stated 
b y  the commission to be in fact an em ploym ent reserve bill 
“ and not an unem ploym ent insurance measure in any o f the 
well-recognized accepted meanings of the term .”

The Sawyer-Lewis Bill (introduced b y  Representative R oland 
D . Sawyer and Alfred Baker Lewis, the legislative agent of the 
Socialist party) proposed a straight unem ploym ent insurance 
system to be administered b y  the Insurance D epartm ent. It 
proposed an Em ployers M utual Unem ploym ent Insurance 
C om pany, which initially called for contributions o f 3 per cent 
from  employers. It contem plated that separate funds should 
be charged for separate industries, with special charges and 
credits to be based upon individual unem ploym ent experience. 
The K ing Commission recognized the Sawyer-Lewis bill as 
typical of proposed legislation then very  much in the forefront 
o f current discussion of Unem ploym ent Com pensation; never
theless, the commission was opposed to the principle contained 
therein, believing that “ the problem  of com pensation for the 
unem ployed is not capable of solution b y  means of true insur
ance measures.”

The commission continued as follow s:

The risks are not capable of actuarial ascertainment. Unemploy
ment insurance has been tried very extensively in foreign countries. 
The experience of both England and Germany has proved the ex
pense to be appalling. It is almost inevitable that such measures shall 
attempt to cover the entire cost of providing for the unemployed and 
thus before long become involved in the broader and much more 
costly problem of welfare relief. In both Germany and England the 
system has broken down as an insurance system, and has substan
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tially become a vast welfare relief fund without any definite relation 
to the responsibility of industry to its own employees. Unemploy
ment insurance is certainly, in our opinion, dangerous, if not disas
trous, if adopted by a single State, particularly an industrial State.

3. The Putnam Commission {193^-1935).
In June, 1934, a commission was created under the provisions 

of chapter 42 of the Resolves of that year, to make an investiga
tion of Unem ploym ent Insurance, Reserves and Benefits.

This commission was com posed o f H arry B . Putnam, chair
m an; Representative John Halliwell, vice-chairm an; Repre
sentative Christian A. Herter, Representative T im othy J. 
M cD onough, Messrs. R oger L. Putnam , R obert J. W att, and 
William Leavitt Stoddard.

The present Commission, acting under provisions of chapters 
16, 59 and 62 of the Resolves of 1947, and created for the pur
pose of making an investigation and study o f the existing E m 
ploym ent Security Law and making recomm endations thereon, 
considers that the reports of the Putnam Commission, m ade in 
1934 and 1935, are currently w orthy of particular and careful 
review b y  the General Court, and are not without significance 
in relation to the principles and policies involved in a study of 
the subject matters referred to in the Resolves of 1947; and 
also very pertinent are the recomm endations of the Putnam 
Commission as to contributions, both  em ployer and employee, 
as regards the current financial and actuarial status o f the 
Massachusetts Unem ploym ent Compensation Fund.

This Commission therefore summarizes certain of the specific 
conclusions o f the m ajority members (M r. Stoddard being a lone 
dissenter as to the insurance plan) of the Putnam Commission 
in its separate reports.

In its first report dated N ovem ber 30, 1934, the Putnam 
Commission held as follow s:

(A ) The Need for State Legislation.

The events o f the five years next preceding the Com m ission’s 
report had demonstrated that —

(1) The defensive m achinery o f the Com m onwealth against 
widespread unem ploym ent was grossly inadequate.

(2) M ore scientific and self-respecting provisions should be 
made for the victim s of involuntary idleness.

(3) Further delay was unnecessary.
(4) Massachusetts should be a leader in unem ploym ent com 

pensation legislation.
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(B ) A s to the Philosophy to be followed in Massachusetts.
In the matter of unem ploym ent com pensation the 1934 

Commission determined —
That it should assure a minimum of subsistence to the 

involuntarily unem ployed individual while he is out of work, 
thereby —

(a) Preserving his standards o f self-respect.
(b) His physical fitness.
(c) Lessening com petition for a job  at any price during the 

time of depression.
The Putnam Commission o f 1934 distinguished between three 

types of unem ployed persons.
(1) Those willing to work but unable to find work.
(2) Those unable to work because o f physical or mental 

deficiencies.
(3) Those unwilling to work.
As to the three types above, the Putnam Commission said:

It must be remembered that each one of these groups presents a 
separate problem and requires individual treatment. Failure to rec
ognize this, or an attempt to incorporate indiscriminately all groups 
on a general welfare relief system, will lead to dangerous results. 
Those in the third group are most undesirable citizens. Neither the 
State nor its citizens owe them anything; the only duty that exists is 
to prevent them from becoming a social menace. We have definite 
social obligations towards those in the second group. Self-help, public 
and private charity, together with legislation of the Workmen’s Com
pensation Act type, aid in relieving these unfortunates. But it is 
with the first group, the victims of involuntary idleness, that we are 
solely concerned. We do not intend that our proposed plan should 
take over and finance all the present activities of the welfare depart
ments, or be a substitute for relief.

The Putnam  Commission discussed the mistake m ade in 
Great Britain in 1921 when an attem pt was made to  have the 
unem ployment insurance act carry the welfare burden through 
“ uncovenanted benefits” , and the fund was soon in financial 
difficulties.

The Putnam Commission considered various plans o f unem 
ploym ent compensation, which plans it held ultim ately fell into 
two classes, viz., reserve plans or insurance plans. It proposed 
an insurance system. It rejected the reserve plan previously 
favored b y  the K ing Commission for the following reasons 
among others:
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It does not afford security to the very ones for whom we are seek
ing security. Very likely just those employees who need benefits 
would be the ones to lose them. Their only guaranty of payment 
is the financial security of their employer’s fund. An employer in 
a stable business would soon accumulate the required reserve, and 
there would be little demand on his fund, while an employer whose 
operation is subject to fluctuation, very often unforeseen and beyond 
his control, would never be able to accumulate an adequate reserve, 
and his fund would disappear in a few payments to “ first comers.”  
This may often mean that the best workers, who are usually the last 
to be “ laid off,”  will receive no compensation. It approved the in
surance plan, stating in part as follows:

With unemployment insurance we have a fair distribution of the 
risks and of the cost. This distribution, together with a state-wide 
pooling of funds, which we believe to be an essential part of the sys
tem, is the soundest way of making the fund financially secure and of 
guaranteeing an adequate reservoir from which those unemployed 
through no fault of their own may draw benefits which will be far 
more adequate than would be possible under any individual reserve plan.

The Putnam Commission of 1934 determined that in addition 
to the above cited statements of philosophy to be follow ed by  
the Commonwealth, there were certain basic principles to be 
incorporated into the legislation to be drafted.

The Insurance Plan should be —
(1) Compulsory. The hope of industry inaugurating voluntary 

systems was deemed futile.
(2) Contributory by Employer. “  What it actually amounts to is a 

slight increase in the yearly wage of each employee with the assur
ance that the money will not be paid out till the employee’s wages 
have stopped.”

(3) Contributory by Employee. The commission held as follows:
“ Employee. —  Much has been written pro and con on employee-

contributions. We should consider the effect on employees of an em
ployee-contribution. It is our belief that such a payment will give 
him a personal interest in the entire plan. It will certainly give him a 
voice in its administration. We believe that one of the most impor
tant reasons for an unemployment compensation plan is the mainte
nance of the self-respect of an unemployed worker, so unjustly lowered 
in times of depression. Where he makes a direct contribution, pay
ments become a matter of right, after fulfilling necessary conditions, 
and he has an irrefutable answer to any possible charge that he is the 
recipient of public charity — of a “ degrading dole.”  With an em
ployee-contribution he cannot possibly be such, for he is merely draw
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ing from a fund which he, in union with others, has helped to accu
mulate the same as one does from a fire or an accident insurance fund. 
Without an employee-contribution benefits would be inadequate, and 
any plan would certainly be regarded as a welfare relief measure with 
a new method of raising money. Representatives of organized labor, 
including the Massachusetts State Federation of Labor at its annual con
vention, have gone on record as being in favor of an employee-contribution.”

(4) Guarded from insolvency and fraud by adequate safeguards.
(5) Clearly and definitely limited to distinguish it from relief.
(6) Definitely limited as to benefits and have a definite waiting 

period.
(7) Under no circumstances considered as creating an actual or 

implied liability on the State to continue benefit payments when the 
insurance and fund itself have been exhausted.

(8) Have a definite, mathematical ratio between the amount of con
tributions paid in for an employee and the amount of benefits received 
by him.

(9) Have fair, impartial, non-political administration.
(10) Operate an efficient placement employment service.
(11) Have a comprehensive statistical system.
(12) Maintain offices conveniently located for registration for work, 

for filing claims for benefits, for information as to availability of jobs 
in other parts of State.

(13) Have means in each locality for quick, fair and impartial 
settlement of disputes, with a central board of final appeal.

(14) Be carefully planned as to the investment of surplus funds. 
The commission favored the plan then about to be presented to the 
incoming Congress whereby “ provision will be made for the handling 
of all State surpluses by some federal agency.”

As to the suggestion that unem ploym ent is not an insurable 
risk, the Putnam  Commission said:

Although this is partly true, it largely meant that statistics over a 
long enough period have not been accumulated. This problem will 
become in time more nearly a purely mathematical one when an ade
quate statistical service has been in operation under the proposed plan. 
In the interim a flat rate may be charged as was done in the first days 
of the Workmen’s Compensation Acts.

The Putnam Commission was revived M ay  24, 1935, and on 
June 4, 1935, it made a final report (House, N o. 2225 o f 1935).

In this report the Commission stated in part as to contribu
tions :

The bill as proposed follows very closely the principles laid down in 
House, No. 386 of 1934, which contained the preliminary report of this
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commission. It provides for a pooled system, usually known as 
“ unemployment insurance” as distinguished from “ unemployment 
reserve,” it makes contributions compulsory, and it provides for con
tributions from both employers and employees. In regard to the first 
of these provisions it should be noted that the best features of the 
“ reserve”  system have been incorporated in the bill, namely, a merit 
rating for employers who after a fair test of a number of years can 
show particular stability of employment. . . .

In regard to the contributory provisions, three features stand 
out: first, contributions from  employees do not begin until the 
year prior to the year in which employees becom e eligible for 
benefits ; second, em ployee contributions, instead of being fixed 
at a given percentage, are fixed at one half of the em ployer’s 
contributions, thus allowing employees as well as employers to 
share in the merit-rating plan; third, the mere existence of em
ployee contributions makes possible considerably more liberal 
provisions in regard to the paym ent of benefits to employees 
than would otherwise be financially possible.

Inasmuch as em ployee contributions are particularly a con
tentious point in any unem ploym ent insurance plan, the C om 
mission feels it desirable at this time to restate the reasons why 
it feels that such contributions are essential to the proposed 
legislation. Only three valid reasons exist for any insurance 
plan: first, the setting aside o f funds in good times (times of 
employm ent) to take care o f bad tunes (times o f unem ploy
m ent); second, the making o f paym ents to individuals in such 
a manner as to preserve the full self-respect of those individuals, 
as distinguished from  the real liabilities inherent in a charity, 
dole or welfare paym ent system ; third, the maintenance o f more 
even purchasing power in bad times as well as good. All these 
reasons, but particularly the second, prom pt em ployee con 
tributions. An em ployee who receives his com pensation bene
fits as a matter o f right, and who is conscious o f having helped 
to build up the reserves which make those benefits possible, can 
accept those benefits and maintain com plete self-respect. In 
addition, he has a proprietary interest in seeing to it that the 
funds and the law are econom ically administered and that 
political administration is reduced to a minimum. The Massa
chusetts branch of the American Federation o f Labor has fully 
endorsed this position. In addition, both branches of the Gen
eral Court have placed themselves on record favoring em ployee 
contributions b y  the unanimous passage this year o f House, 
N o. 93, a part of which reads as follow s:
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Resolved, That the general court of Massachusetts favors the im
mediate enactment by congress of suitable legislation creating a na
tional compulsory unemployment insurance plan providing for a fund 
to be made up of contributions by both employer and employee from 
which, in times of unemployment, worthy unemployed workers may 
be adequately paid for a portion at least of their unemployment.

The bill which accom panied its final report with slight m odi
fications, made in part to conform  with certain provisions of 
the federal social security act then pending in Congress, was 
enacted as chapter 151A of the General Laws as contained in 
chapter 479 o f the A cts of 1935. As to the existing substantive- 
provisions of the E m ploym ent Security Law —  form erly cahed 
U nem ploym ent Com pensation Law —  see chapter 685 o f Acts 
o f 1941 (also acts in amendment thereof, viz., chapter 319, 
Acts of 1943; chapter 625, A cts of 1945; chapter 168, Acts of 
1946; and chapters 433, 434, 440, 602 and 610, A cts of 1947). 
For administrative provisions of the law establishing the D ivi
sion within the D epartm ent o f Labor and Industries, but not 
subject to its direction, see section 91 to 9N  o f chapter 23 o f the 
General Laws as contained in chapter 20 of the A cts of 1939, 
and amendments thereto.

N ation -w ide  M ovements as  to Un em ploym en t  (1929-1934).

The great depression which began in 1929 enorm ously in
creased public interest in unem ploym ent insurance. This was 
manifested in the introduction in 1931 of unem ploym ent in
surance bills in no less than 17 state legislatures, and in the 
creation of interim comm ittees to study this problem  in six 
States in 1931. In the next year reports in favor o f the imme
diate enactment of unem ploym ent com pensation laws were 
made b y  four of these commissions, also b y  a m unicipal com 
mission of the city  o f Baltimore, and b y  the interstate C om 
mission on Unem ploym ent, which was organized at the instance 
o f then Governor Roosevelt, and was com posed o f appointees 
of the governors of six leading eastern industrial States. In 
June o f this year the D em ocratic national platform  pledged the 
party which won the national election to  support “ unem ploy
ment insurance under the state law s” ; and in N ovem ber the 
American Federation o f Labor, previously opposed to unem 
ploym ent insurance, reversed its position.

In 1933, 65 unem ploym ent com pensation bills were intro
duced in 24 States; and in 1934, 21 bills in 5 o f the 9 States
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whose legislatures m et in regular sessions in this year. In these 
two years there were unem ploym ent insurance study com 
missions in 11 States, 10 of which made favorable reports. In 
7 States in 1933 and 1 state in 1934, unem ploym ent compensa
tion bills passed one house o f the legislature, only to fail in the 
other. W isconsin alone enacted an unem ploym ent compensa
tion law, doing so in February, 1932. This W isconsin law was 
the on ly concrete result o f all the numerous endorsements of 
unem ployment compensation and the years o f effort for the 
enactment o f state legislation.

Doubtless there were m any reasons for this record o f almost 
complete failure; but the factor which overshadowed all others 
was the fear encountered in every State that enactment of an 
unem ployment insurance law would place a heavy burden on 
employers of the State which would handicap them in com pe
tition with employers from  States not having such a law.

H istorical B ackground  as  to F ederal  L egislation  to
1935.

The first time that unem ploym ent insurance came before 
Congress was in 1916 in the form of a resolution by  Representa
tive M eyer London, N ew Y ork Socialist, for the creation o f a 
comm ittee to draft a bill for a national unem ploym ent insur
ance fund.

In 1928, an investigation was conducted b y  a subcom m ittee 
of the Com m ittee on Labor and E ducation which reported 
that any legislation for com pulsory unem ploym ent insurance 
was premature, although it favored the voluntary establish
ment of unem ploym ent reserve funds b y  employees.

In February, 1934, Senator W agner o f N ew York, with C on
gressman Lewis of M aryland, offered a bill to encourage the 
enactment of state unem ploym ent compensation laws. This 
bill proposed to  solve the difficulty blocking state legislation, 
be., the unfair advantage that would be en joyed b y  employers 
in States having such laws. It proposed a federal excise tax 
of 5 per cent o f pay rolls upon all employers of 10 or more 
(with some exceptions), against which an offset was to be 
allowed equal to the contributions o f these employers to unem
ploym ent reserve funds established pursuant to a state law 
meeting standards prescribed in the federal act.

President Roosevelt in a special message, June 8, 1934, 
stated he would present to the incoming Congress a program 
which would “ provide at once security against several o f the
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great disturbing factors in life, especially those which related 
to unem ploym ent and old age” , and on June 28, 1934, he 
created b y  executive order the Com m ittee on E conom ic Se
curity (Ex Order 6757). The order provided for a Technical 
Board, an Executive D irector and staff, and an A dvisory 
Council on E conom ic Security. M ore attention was given by  
the staff and the Technical Board to unem ploym ent insurance 
than any other subject. (E . E . W itte, Law and C ontem porary 
Problems, Vol. 3, 157, 161.)

The Technical B oard and staff —
(A ) Originally favored a strictly federal system o f unem

ploym ent insurance, but it was im possible to reach any agree
m ent regarding details, and it was eventually concluded that a 
federal system was im practical under existing conditions.

(B ) R ejected  a co-operative federal state system in which 
the federal governm ent would collect all contributions and pre
scribe all m ajor conditions for unem ploym ent insurance legisla
tion, but would leave the actual administration to the states 
and return to them the contributions collected from  their em
ployers (and em ployees). This proposal likewise was m ost 
thoroughly explored because it seemed a m ethod through which 
uniform ity in unem ploym ent insurance legislation could be se
cured through federal action. B ut this subsidy plan also en
countered disagreements over the conditions to  be im posed 
upon the States.

(C) In the end the Technical Board (with som e dissenters) 
reached the conclusion that in the absence of experience in this 
country, it is desirable to  allow wide latitude for experimenta
tion, and recom m ended to the Com m ittee on E conom ic Security 
a plan for federal legislation on this subject similar to that o f the 
W agner-Lewis Bill in the preceding Congress.

T he F ederal  V ie w po in t  as to Unem ploym ent  
C om pensation .

The purpose of U nem ploym ent Com pensation has been vari
ously expressed b y  congressional com m ittees and federal offi
cials, thus:

A . It  was referred to b y  the C om m ittee on E conom ic 
Security in the following way, January 17, 1935:

It is a device through which reserves are accumulated during periods 
of employment to be paid out in periods of unemployment. Its 
primary purpose is to socialize the losses resulting from unemployment.
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Much the same idea is contained in the following statement 
made by the Committee on Ways and Means, April 5, 1935:

The essential idea in unemployment compensation, more com
monly but less accurately called unemployment insurance, is the ac
cumulation of reserves in times of employment from which partial 
compensation may be paid to workers who become unemployed and 
are unable to find other work.

The Committee on Finance in the Senate stated this same 
view in the following language, May 13, 1935:

The essential idea in unemployment compensation is the creation 
of reserves during periods of employment from which compensation is 
paid to workmen who lose their positions when employment slackens 
and who cannot find other work.

B. The use of unemployment compensation as a device for 
stabilizing employment was recognized by President Roosevelt 
in his message transmitting recommendations for legislation on 
economic security to the Congress. In this message he said, 
January 17, 1935:

An unemployment compensation system should be constructed in 
such a way as to afford every practicable aid and incentive toward the 
larger purpose of employment stabilization.

This purpose also was recognized by the Senate Committee on 
Finance when it stated, May 13, 1935:

We believe that the federal law should provide for recognition to 
employers who have regularized their employment. All unemploy
ment cannot be prevented by any employers, but many employers can 
do much more than they have done in the past to regularize employ
ment.

C. Still others justify unemployment compensation, at 
least in part, as a device for maintaining consumer purchasing 
power. This justification emphasizes the effect of benefit pay
ments on business in general, instead of on the individual 
benefit recipient. This aspect was referred to by the Com
mittee on Economic Security as follows, January 17, 1935:

Unemployment compensation, as we conceive it, is very beneficial 
also in maintaining purchasing power.



The Com m ittee on W ays and M eans also referred to this 
aspect when it stated, April 5, 1935 :

Unemployment compensation is valuable to the public as well as to 
the industrial workers themselves. It is a measure tending to main
tain purchasing power, upon which business and industry are de
pendent.

D . W hile unem ploym ent com pensation is also conceived by  
some as an appropriate device to provide for the best utilization 
o f the labor force, the more general view is that the program 
should contain safeguards to prevent its being used to depress 
labor standards or to lim it the m obility  o f labor. The C om 
mittee on E conom ic Security stated, in this connection, on 
January 17, 1935, that —

Workers, however, should not be required to accept positions with 
wage, hour or working conditions below the usual standard for the 
occupation or the particular region, or outside of the State, or where 
their rights of self-organization and collective bargaining would be 
interfered with.

It is to be noted that above citations are of 1935, contem 
poraneously with the statement o f philosophy as set forth in 
the report o f the Putnam  Com m ission o f 1934 and 1935.

The objective o f unem ploym ent compensation as o f approxi
m ately current date is expressed as follows in the publication 
entitled “ Issues in Social S ecurity” , being a report to  the House 
Com m ittee on W ays and M eans b y  the C om m ittee’s technical 
staff established pursuant to House Resolves, 204 (79th C on
gress, 1st session) dated January 17, 1946.

“ Even though there is some disagreement as to  the basic 
objective of unem ploym ent com pensation, it is possible to char
acterize in general terms the device as it exists in this country 
at the present time. Speaking generally, unem ploym ent com 
pensation provides incom e to individuals who custom arily de
pend on wages from  covered em ploym ent, but who, because of 
lack o f work, are unem ployed. Benefits which are a proportion 
o f previous wages, are paid as a m atter o f right, w ithout proof 
of need to be eligible for them. W orkers must have satisfied 
the qualifying requirements of the law to register for work, file 
a claim for benefits, be able and available for work, not refuse 
suitable work, and not be disqualified under other specified 
provisions o f the law. Qualifying requirements, weekly am ounts
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of the paym ent, and the maximum number o f weeks o f pay
ment are fixed b y  law. The amount o f benefits paid for any 
week are subject to a fixed maximum, and the duration of bene
fits limited to a specified num ber o f weeks within a year. The 
costs of the benefit paym ents are borne from  earmarked taxes, 
paid generally b y  employers and measured b y  the wages which 
they pay.

Although the state unem ploym ent compensation programs 
have m any characteristics in com m on, the programs differ in 
detail from State to State.”

N a tio n a lly .

Summary of Operations o f Employment Security ( Unemployment 
Compensation) Laws.

In 1946, the m ost recent year for which figures are avail
able, the total number of different workers who worked in em
ploym ent covered b y  state laws was about 45,800,000. Of 
these, 37,000,000 worked sufficiently long to qualify for benefits 
should they becom e unem ployed. A bout four and a half mil
lion workers drew some benefits during the year, at an average 
weekly rate of $18.50. The average weekly paym ent has since 
declined to $17.68 in the quarter ending June 30, 1947. From 
the beginning of the program through June 30, 1947, the state 
agencies collected about $11,000,000,000 in contributions and 
in interest, and paid out some $4,000,000,000 in benefits, leaving 
an approximate balance o f about $7,000,000,000 in reserves, 
the highest in history. During the period from  January, 1936, 
through June, 1947, federal unem ploym ent tax collections 
amounted to $1,421,000,000, while grants to States for ad
ministration approximated $548,000,000, and expenditures by 
federal agencies for the same purpose approxim ated $35,000,000, 
leaving an approximate balance o f federal unem ploym ent tax 
collections o f $838,000,000. This balance goes into a special 
fund for use, until Decem ber 31, 1949, in making advances to 
States whose funds becom e low.

Unemployment Compensation during the Reconversion. — 
W hile unem ployment compensation has never operated through 
a serious depression, it has functioned during the reconversion 
period, which involved mass displacements of millions o f people. 
It m ay be worth while to look briefly at experience during the 
period from  August, 1945, through Decem ber, 1946. Millions 
o f workers who were laid off after the end o f the war had ac-
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quired rights to higher benefits than ever before because o f 
high wartime wages. W ith the high level o f em ploym ent pre
vailing at this time, however, m any of the workers who lost 
their wartime jobs found other jobs w ithout filing claims. Their 
rights to substantial benefits did not prevent them from  taking 
suitable em ploym ent where available. E ven am ong the
11.000. 000 workers who filed claims for benefits during the 
period, more than one third were re-em ployed during the wait
ing period, and drew no benefits. During these seventeen 
months, when millions of war jobs were term inated and when 
millions of servicemen were being integrated into civilian life, 
the num ber o f beneficiaries in any week did not exceed 3 per 
cent of the number o f workers with rights to benefits, while the 
total num ber of beneficiaries was less than a fifth o f the insured 
covered workers.

W hile econom ic conditions were, on the whole, very  good, the 
postwar period was m arked b y  lay-offs due to retooling, m a
terial shortages, price uncertainties and labor disputes. Nearly
7.000. 000 workers drew benefits at some time during this 
period. On the average, benefits were drawn for about twelve 
weeks, and about 40 per cent o f the beneficiaries were still 
unem ployed when they drew their last check. The average 
weekly benefit paid for total unem ploym ent was $18.63, and a 
total o f 1.5 billion dollars was paid ou t in benefits during the 
seventeen-month period.

Because of this large outlay, and because the average rate of 
em ployer contributions declined to a new low o f 1.4 per cent, 
funds available for benefit paym ents failed to rise during 1946 
for the first time in the program ’s history. Still, the nearly 
$7,000,000,000 of available reserves at the end o f 1946 were 
approxim ately the same as they had been at the end o f the war. 
Thus, unem ploym ent com pensation functioned through the 
reconversion practically w ithout dipping into accum ulated 
reserves.
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Sta te .

Liberalization of Massachusetts Law since Original Enactment in
1935.

As to Employers:
(а) During a period from  January 1, 1936, to Decem ber 31, 

1939, M assachusetts employers were subject to contributions 
based upon total wages. E ffective of January 1, 1940, wages in 
excess of $3,000 to an individual in a calendar year were not 
taxable. This was consistent with the amendment to the 
Federal Unem ploym ent Tax A ct in 1939. See table below for 
estimated savings to employers.

(б) Reduced rates of em ployers’ contributions (experience 
or merit rating) became actually operative in pi’actice on 
January 1, 1942.

Savings Due to (1) Experience Rating, and (2) S3,000 Limit.

Savings due to Savings due to
Y e a r . Total Savings. $3,000 Limit Experience

on Wages. Rating.

1942 .................................... $28,411,687 $6,803,129 $21,608,558

1943 .................................... 43,998,605 9,045,910 34,952,695

1944 .................................... 50,352,465 9,869,095 40,483,370

1945 .................................... 54,396,797 9,864,436 44,532,361

1946 .................................... 64,855,197 11,735,350 53,119,847
1947 .................................... 65,805,185 17,565,595 48,239,590

Total . . . . $307,819,936 $64,883,515 $242,936,421

As to Employees: 
Benefits:

Waiting Period:
1935
1937
July 1, 1938 . 
August 12, 1939 . 
Since April 1, 1942

4 weeks consecutively 
3 weeks consecutively 
2 weeks consecutively 
2 weeks cumulatively 
1 week (two weeks partial equal to 

one week total)
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Weekly Benefit Rate.

Minimum. M aximum.

Prior to 1939 ............................................................... $5 00 $15 00

April 1, 1940 . . . . . . . . 6 00 15 00

April 1, 1943 ............................................................... 6 00 18 00

April 1, 1945 ............................................................... 6 00 21 00

April 1, 1946 ............................................................... 6 00 25 00

As of October 1, 1940, partial benefits were paid.

Maximum Amount of Benefits:
Since April 1, 1940, 30 per cent of base period (calendar year pre

ceding benefit year), or twenty times benefit rate, whichever is 
the lesser.

Since April 1, 1945, 30 per cent, or twenty-three times the weekly 
benefit rate, whichever is the lesser.

Wage Qualifications:
Prior to April 1, 1940, earnings $160 in two of four, or $240 in four 

of eight, quarters.
April 1,1940, to October 28, 1941, twenty-five times the benefit rate.
Since October 28, 1941, flat amount of $150 in base period (calendar 

year preceding benefit year) required to qualify for benefits.

Average Weekly Rates and Potential Durations of Individuals who filed
Claims.

Average
Rates.

Average
Potential
Duration.

Prior to April 1, 1940 . . . . . . 10.41 10.4
April 1, 1940 to March 31, 1941 . . . . 10.44 17.4
April 1, 1941 to March 31, 1942 . . . . 10.73 16.8
April 1, 1942 to March 31, 1943 . . . . 11.60 17.5
April 1, 1943 to March 31, 1944 . . . . 15.93 17.1
April 1, 1944 to March 31, 1945 . . . . 16.55 17.6
April 1, 1945 to March 31, 1946 . . . . 19.05 19.4
1946-1947 ............................................................... 21.32 17.8

The above table of average rates and average potential 
duration is determined from claims actually filed during the 
indicated periods. It must be pointed out that the 'potential
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rates and duration for all workers would be higher in relation to 
the total potential claim load, because workers who remain 
employed have higher quarterly and annual earnings than do 
claimants.

In analyzing the above table it should be noted that begin
ning with the first day of October, 1940, partial benefits were 
paid. This obviously automatically reduces the average rates 
for that and the succeeding years as compared with the previous 
period. A contributory factor in the large increase in benefit 
payments was the liberalization of the benefit formula over suc
cessive years, and inasmuch as more than 50 per cent of the 
claimants who filed in 1946-1947 qualified for maximum 
benefits, it is indicative that either the maximum is too low or 
the ratio of benefit rates to earnings is too high.

In addition to the above liberalization in the weekly benefit 
amount, the Legislature in 1946 added a $2 payment for de
pendent children to claimants over and above their weekly 
benefit rates.

2. Contributions:

Estimated savings to employees. Contributions that would have 
been collected through 1947 if provision therefor had not been re
pealed :

Y e a r .
Estimated 

Additional Amount 
that would have 
been collected.

1938 .................................................................................................... $ 6 ,0 0 0 ,0 0 0 1

1939 ................................................................................................... 11,223,489
1940 .................................................................................................... 12,241,013
1 9 4 1 ................................................................................................... 15,615,350
1942 .................................................................................................... 19,070,688
1943 ................................................................................................... 22,068,529
1944 ................................................................................................... 22,193,166
1945 ................................................................................................... 21,990,760
1946 ................................................................................................... 24,649,142
1947 ................................................................................................... 26,332,446

T o t a l .......................................................................................... $181,384,583

1 For the last six months of the year.

The above indicates that in addition to liberalization in the 
benefit formula, the employee also saved $181,384,583 with the
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elimination of employee contributions which were in the law 
when originally enacted. The original law provided for a 
1 per cent contribution which was levied against the employee. 
This provision was suspended on July 1, 1938, and repealed by 
the Legislature action as of January 1, 1939.



1948.] HOUSE —  No. 2175. 57

A p p e n d i x  B .

PROPOSED LEGISLATION.

€fje Commontoealti) of sgasoacfjusctts

In the Year One Thousand Nine Hundred and Forty-Eight.

A n  A ct  r e l a t iv e  to  t h e  u n e m p l o y m e n t  c o m p e n s a t io n

FUND.

Be it enacted by the Senate and House of Representatives 
in General Court assembled, and by the authority of the 
same, as follows:

1 Se c t io n  1. Chapter 151A of the General Laws, as
2 appearing in chapter 685 of the acts of 1941, is hereby
3 amended by striking out subsection 14 (d) and sub-
4 stituting therefor the following:
5 14 (d) If the unemployment compensation fund
6 available for benefits becomes less than the amount one
7 and one half times of the benefit expense in that year
8 of the most recent calendar years not exceeding ten
9 in which the highest benefit expense was paid, the

10 director and council shall make a declaration to that
11 effect. Effective the quarter following such declara-
12 tion, the lowest four rates of employer contributions
13 shall each be advanced one half of one per cent, and
14 the two and one half per cent rate advanced to two
15 and seven tenths per cent. Should such unemploy-
16 ment compensation fund after such increased rates
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17 h ave  been  in  e ffe ct  fo r  tw o  or m ore  ca len d a r q u arters
18 con tin u e  to  b e  less th a n  su ch  h ighest b en efit exp en se
19 fo r  such  ca len dar year, th e  d ire cto r  an d  cou n c il shall
20  so declare. E ffe c t iv e  the qu arter fo llo w in g  such
21 a n n ou n cem en t, all e m p lo y e r  co n tr ib u tio n  rates shall
22 be  raised to  tw o  and  seven  ten th s  per  cen t o f such
23 p a y  roll as is su b je c t  to  th is ch ap ter . W h e n e v e r  such
24 u n em p loy m en t com p en sa tion  fu n d  b ecom es  m ore
25 th an  an a m ou n t eq u a l t o  tw o  tim es th e  a m ou n t o f
26 such  h igh est b en efit expense fo r  su ch  ca len d ar year,

27  the rates in  th e  ta b le  shall b e co m e  e ffe ctiv e  th e  quarter
28 fo llo w in g  th e  d ecla ra tion  b y  th e  d ire cto r  and cou ncil.

1 Section 2. Said  ch a p ter  one h un dred  and  fifty-
2 one A  is h e re b y  fu rth er a m en ded  b y  strik in g  ou t

3 section  th ir ty -tw o .

1 Se c t io n  3. Said ch a p ter  151A  is h ereb y  further
2 a m en ded  b y  a d d in g  at th e  en d  o f se ction  46 the fo llow -

3 m g  p a ra gra p h : —
4 (a) A ll in form a tion  tra n sm itted  t o  th e  d irector

5 or his d u ly  au th orized  represen ta tive  p u rsu an t to  th is
6 ch a p ter  shall b e  a b so lu te ly  p riv ileged  and  shall n o t
7 be  m ade the s u b je c t  m a tter  o r  basis in  a n y  a ction  o f
8 slander or libe l in a n y  co u rt  o f th e  com m on w ea lth .
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A p p e n d i x  C .

PROPOSED LEGISLATION.

C&e Commotttoealtf) of egassaclnisetts

In the Year One Thousand Nine Hundred and Forty-Eight.

A n  A ct r e l a t iv e  to  th e  w e e k l y  r at es  of b e n e f its

AND THE DURATION THEREOF UNDER THE EMPLOYMENT 
SECURITY LAW.

Be it enacted by the Senate and House of Representatives 
in General Court assembled, and by the authority of the 
same, as follows:

1 Section  1. Chapter 151A of the General Laws, as
2 appearing in chapter 685 of the acts of 1941, as most
3 recently amended, is hereby further amended by
4 striking out subsection 29 (a) and substituting there-
5 for the following: —
6 Section 29. (a) An individual in total unemploy-
7 ment and otherwise eligible for benefits shall be paid
8 for each week of unemployment an amount based on
9 wages paid to him in the two quarters of his base

10 period with respect to which such wages were highest,
11 as provided in the following table: —
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A v e r a g e  W e e k l y  W a g e .
Benefit
Rate.

Over — But not 
more than —

- $12 00 $ 6 00

$12 00 14 00 7 00

14 00 16 00 8 00

16 00 18 00 9 00

18 00 20 00 10 00

20 00 22 00 11 00

22 00 24 00 12 00

24 00 26 00 13 00

26 00 28 00 14 00

28 00 30 00 15 00

30 00 32 00 16 00

32 00 34 00 17 00

34 00 36 00 18 00

36 00 38 00 19 00

38 00 40 00 20 00

40 00 42 00 21 00

42 00 44 00 22 00

44 00 46 00 23 00

46 00 48 00 24 00

48 00 - 25 00

12 For the purposes of this section average weekly
13 wage shall be deemed to be an amount equal to one
14 twenty-sixth of the total wages reported for him in
15 the two highest quarters of his base period; provided,
16 that if wages reported include not more than one
17 quarter in said base period, his weekly wage shall be
18 deemed to be one thirteenth of the total reported for
19 such quarter.

1 Section 2. Section 30 of said chapter 151A, as
2 most recently amended by section 3 of chapter 484
3 of the acts of 1945, is hereby further amended by
4 striking out the word "twenty-three” where the
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5 same occurs and inserting in place thereof the word: —
6 twenty-six.

1 Sectio n  3. Paragraph 14 (b) (2) of said chapter
2 151A is hereby further amended by striking out the
3 period at the end thereof and adding the following:— ,
4 provided, that on and after April first, nineteen hun-
5 dred and forty-nine, benefit wages charged against each
6 employer shall include that part of wages not in
7 excess of twenty-two hundred dollars paid by him in
8 a base period.

1 Sectio n  4. Paragraph 29 (c) of chapter 151A of
2 the General Laws, as contained in chapter 611 of the
3 acts of 1946, is hereby amended by striking out the
4 period after the word “ eighteen” in line 5 and sub-
5 stituting therefor the following: — , and an individual
6 in partial unemployment shall be paid for each week
7 of unemployment the sum of two dollars for each of
8 his dependent children under age eighteen, — by in-
9 serting after the word “ than” in line 7 the following:—

10 eighty per cent of, — and by striking out the last sen-
11 tence and inserting in place thereof the following: —
12 This paragraph as amended shall become effective on
13 April first, nineteen hundred and forty-nine, — so that
14 said paragraph will read as follows: —
15 (c) An individual in total unemployment and other-
16 wise eligible for benefits shall be paid for each week
17 of unemployment, in addition to the amount payable
18 under paragraph (a) the sum of two dollars for each
19 of his dependent children under age eighteen; and
20 an individual in partial unemployment shall be paid
21 for each week of unemployment the sum of two
22 dollars for each of his dependent children under age
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25 eighteen. In no instance shall the regular unemploy-
24 ment benefits and the additional amount allotted for
25 dependency be more than eighty per cent of his
26 weekly wage. For the purposes of this subsection his
27 “ weekly wage” shall be deemed to be an amount
28 equal to one twenty-sixth of the total wages reported
29 for him in the two highest quarters of his base period;
30 provided, that if wages reported include not more
31 than one quarter in said base period, his weekly wage
32 shall be deemed to be one thirteenth of the total
33 reported for such quarter. If such weekly wage
34 includes a fractional part of a dollar it shall be raised
35 to the next highest dollar. This paragraph as amended
36 shall become effective on April first, nineteen hun-
37 dred and forty-nine.

1 Sectio n  5. Section 25 of chapter 151A of the
2 General Laws, as appearing in chapter 685 of the acts
3 of 1941, and as further amended by chapter 356 of
4 the acts of 1945, is hereby further amended by adding
5 at the end thereof the following new subsection: —
6 (/) Foi any weeks in a benefit year subsequent to
7 the date on which he has been determined a depend-
8 ent child of a claimant under the provisions of sub-
9 section twenty-nine (c).

1 Sectio n  6. Chapter 151A of the General Laws is
2 hereby further amended by striking out subsection
3 24 (a), as most recently amended, and substituting
4 therefor the following: —
5 (a) Have earned wages in his base period of not
6 less than three hundred dollars.

1 Sectio n  7. This act shall take effect April first,
2 nineteen hundred and forty-nine.



1948.] HOUSE —  No. 2175. 63

A p p e n d i x  D

PROPOSED LEGISLATION.

CDe Commontoealti) of Opaooactiugett*

In the Year One Thousand Nine Hundred and Forty-Eight.

An Act making certain changes in the employment

SECURITY LAW.

1 Whereas, The deferred operation of this act, which
2 in part is to bring the provisions of the employment
3 security law in conformity with the recent amend-
4 ments to the United States Internal Revenue Code,
5 would tend to prevent the proper administration of
6 the employment security law; therefore, it is declared
7 to be an emergency law, necessary for the immediate
8 preservation of the public convenience.

Be it enacted by the Senate and House of Representatives 
in General Court assembled, and by the authority of the 
same, as follows:

1 Section 1. Section 1 of chapter 151A of the
2 General Laws, as appearing in section 1 of chapter
3 685 of the acts of 1941, is hereby amended by striking
4 out paragraph (s) (1).

1 Section 2. Section 14 of said chapter 151A is
2 hereby further amended by striking out lines 1 to 7,
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3 inclusive, and inserting in place thereof the folio w-
4 ing: — Section 14- Each employer shall make con-
5 tributions for each year at the applicable rate as
6 set forth in this section on so much of his pay roll
7 as is subject to this chapter; provided, that for the
8 purposes of this section the term “ wages” shall not
9 include (1) that part of the remuneration which, after

10 remuneration equal to three thousand dollars has
11 been paid to an individual with respect to employment
12 during any calendar year, is paid to such individual
13 prior to January first, nineteen hundred and forty-
14 eight, with respect to employment during such calendar
15 year; (2) that part of the remuneration which, after
16 remuneration equal to three thousand dollars with
17 respect to employment has been paid to an individual
18 during any calendar year after nineteen hundred
19 and forty-seven, is paid to such individual during
20 such calendar year.

1 Sectio n  3. Subsection 14 (a) of said chapter 151A
2 is hereby amended by striking out all after the word
3 “ cent” in the third line and placing after the word
4 “ cent” a period, so that said subsection shall read as
5 follows: — (a) If no rate of contribution under
6 subsection (b) of this section applies, each employer
7 shall make contributions for each year at the rate of
8 two and seven tenths per cent.

1 Section  4. Section 44 of said chapter 151A is
2 hereby amended by striking out subsection (b) and
3 inserting in place thereof the following subsection: —•
4 (b) The director shall maintain suitable records
5 for each employee on which may be recorded that
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6 part of his quarterly wages subject to contributions
7 and such other pertinent information as the director
8 may prescribe.

1 Section 5. Section 46 of chapter 151A of the
2 General Laws, as appearing in section 1 of chapter 685
3 of the acts of 1941, is hereby amended by adding at
4 the end thereof the following subsection: —
5 (a) All information transmitted to the director
6 or his duly authorized representative pursuant to
7 this chapter shall be absolutely privileged and shall
8 not be made the subject matter or basis in any action
9 of slander or libel in any court of the commonwealth.

1 Section 6. Section 15 of chapter 151A of the
2 General Laws, as appearing in section 1 of chapter
3 685 of the acts of 1941, and as amended by chapter
4 373 of the acts of 1943, is hereby amended by striking
5 out subsection (b) and inserting in place thereof the
6 following: —
7 (5) The director may collect such overdue amounts,
8 together with such interest or penalty, in an action
9 of contract or by petition for entry of judgment in

10 the name of the commonwealth commenced within
11 four years from January thirty-first next succeeding
12 the last day of the calendar year in which wages were
13 paid.
14 Notwithstanding the provisions of this subsection,
15 if the director believes that the collection of con-
16 tributions, interest or penalty will be jeopardized
17 by delay, he may in his discretion commence an action
18 of contract to collect such amounts at any time
19 prior to January thirty-first next succeeding the
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20 last day of the calendar year in which wages were
21 paid, without regard to the date on which such con-
22 tributions are due.
23 If an employer has failed to give notice to the
24 director of the fact, not otherwise determined, that
25 he believes he is subject to the provisions of this
26 chapter and to request a determination of his liability,
27 or if an employer has failed to file the wage and con-
28 tribution reports required of him under this chapter
29 showing the amounts of such wages and the contribu-
30 tion due thereon, or has filed false reports as to the
31 amounts of such wages with intent to defraud, then
32 the provisions of this subsection shall not apply and
33 the director may bring an action of contract at any
34 time for all periods, without regard to the year in
35 which wages were paid.
36 Actions brought under this subsection shall be
37 given precedence over other civil cases except petitions
38 for review arising under section forty-two.
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A p p e n d i x  E .

EXPLANATION OF FORMULA DETERMINING EM
PLOYERS “ MERIT” OR “ EXPERIENCE” RATE 
OF CONTRIBUTION.

When an employer subject to the Employment Security 
Law pays wages to an individual during a calendar year he 
insures said individual for the twelve-month period com
mencing April first next succeeding said calendar year con
tingent upon the individual becoming eligible therefor.

The employers, contribution rates are determined by a for
mula contained in section 14 of the Employment Security 
Law. Reduced rates of contributions known as “ experience” 
or “ merit” rates based upon the individual employer’s experi
ence with the division having relation to the payment of 
benefits from the Unemployment Trust Fund to his workers, 
are established by a formula contained in section 14 of the 
Employment Security Law.

The employers subject to the Employment Security Law 
fall into the following rate categories: .5 per cent, 1 per cent, 
1.5 per cent, 2 per cent, 2.5 per cent or 2.7 per cent. No rate 
is less than .5 per cent, and none exceeds 2.7 per cent of such 
part of an employer’s pay roll as is subject to contributions. 
The reduced rates .5 per cent to 2.5 per cent are herein con
sidered “ merit” rates. The formula is complex, but an ex
planation of its context is essential for an appreciation of the 
present financial status of the Massachusetts Unemployment 
Trust Fund and the amount of the fund and the variable rate 
to employers from year to year. So much of section 14 as is 
pertinent to an understanding of the formula is as follows:

Section  14. Each employer shall make contributions for each year 
at the applicable rate as set forth in this section, on so much of his 
pay roll as is subject to this chapter; provided, that he shall make 
contributions only on that part of remuneration paid by him to an 
individual not in excess of three thousand dollars with respect to em
ployment during any calendar year.

(a) If no rate of contribution under subsection (b) of this section 
applies, each employer shall make contributions for each year at the 
rate of two and seven tenths per cent of his pay roll; provided, that he
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shall make contributions only on that part of the remuneration paid 
by him to an individual not in excess of three thousand dollars with 
respect to employment during any year.

(6) (1) For each calendar year, commencing after three immediate 
preceding consecutive calendar years throughout which he has been 
charged or could have been charged with benefit wages, the contribu
tion rate of such employer shall be determined as hereinafter provided.

(2) When, in any calendar year, beginning not earlier than nineteen 
hundred and thirty-nine, a worker is paid benefits for the first compen
sable week of unemployment with respect to the benefit year to wrhich 
the claim applies, his wages from each employer during his base period 
shall be termed “ worker’s benefit wages”  and shall be treated for the 
purposes of this subsection as if they had been paid in the year in which 
the first week of benefits is paid. “ Worker’s benefit wages”  when used 
wdth respect to benefits paid for the first compensable week of unem
ployment on claims originally arising in the year nineteen hundred and 
thirty-nine or in the years nineteen hundred and forty, nineteen hun
dred and forty-one, nineteen hundred and forty-two and prior to 
April first, nineteen hundred and forty-three, shall include the wages 
not in excess of one thousand dollars in those quarters upon which the 
benefits available to the claimant were computed, assignable to its 
respective year of nineteen hundred and thirty-nine to nineteen hun
dred and forty-three, inclusive, in accordance with this subsection. 
For the purposes of this subsection, and effective as of April first, nine
teen hundred and forty-three, benefit wages charged against each em
ployer shall include only that part of wages not in excess of twelve 
hundred dollars paid by him in a base period; provided, that on and 
after April first, nineteen hundred and forty-five and prior to April 
first, nineteen hundred and forty-six, benefit wages charged against 
each employer shall include that part of wages not in excess of sixteen 
hundred dollars paid by him in a base period; and provided, further, 
that on and after April first, nineteen hundred and forty-six, benefit 
wages charged against each employer shall include that part of wages 
not in excess of nineteen hundred dollars paid by him in a base period.

(3) The “ employer’s benefit wages”  for a given calendar year shall 
be the total of the benefit wages of all of his former workers assignable 
to such employer and to such calendar year in accordance with para
graph (2) hereof.

(4) The benefit wage ratio of each employer for a given calendar 
year shall be a percentage equal to the total of his benefit wages for 
the three most recently completed calendar years, divided by that part 
of his total pay roll for the same three years, with respect to which 
contributions have been paid to the division on or before January 
thirty-first of the successive calendar years, respectively, or, in the 
alternative, on or before the date, but not later than March thirty-first, 
in any event, to which extension for such payment shall have been 
granted.
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(5) For any calendar year the “ state experience factor”  shall be a 
percentage determined by dividing the total benefits paid from the 
commonwealth’s benefit account during the three most recently com
pleted calendar years by the total benefit wages of all employers during 
the same three completed calendar years, provided that any fractional 
percentage resulting therefrom shall be raised to the next higher mul
tiple of one per cent. The state experience factor shall be determined 
for each year prior to March thirty-first thereof.

(6) The contribution rate for each employer for a given calendar 
year shall be determined and the employer notified thereof not less 
than ten days prior to the due date of the first contribution for the year. 
It shall be determined from the following table on the same line as the 
current state experience factor and shall be the rate appearing at the 
head of the lowest numbered column in which appears a percentage 
equal to or in excess of such employer’s benefit wage ratio. If no 
percentage equal to or in excess of such benefit wage ratio appears on 
said line the employer’s contribution rate shall be two and seven tenths 
per cent but not in excess thereof.

E m p l o y e r ’ s  B e n e f i t  W a g e  R a t i o .
S t a t e

E x p e r i e n c e  
F a c t o r  

(Per Cent).
Col. 1
H%

Con. Rate.

Col. 2 
1%

Con. Rate.

Col. 3
m %

Con. Rate.

Col. 4
2%

Con. Rate.

Col. 5
2 H%

Con. Rate.

Col. 6 
2 7/10% 

Con. Rate.

1 50 100 150 200 250
2 25 50 75 100 125
3 17 33 50 66 83
4 13 25 38 50 63
5 . 10 20 30 40 50
6 . 8 17 25 34 42
7 7 14 21 29 36
8 6 13 19 25 31
9 6 11 16 22 28 Benefit

10 5 10 15 20 25 w a g e

11 5 9 14 18 23 ratio
12 . 4 8 13 17 21 in
13 4 8 12 15 19 excess
14 4 7 11 14 18 of
15 3 7 10 13 17 Col. 5
16 . 3 6 9 12 16
17 3 6 9 12 15
18 3 6 8 11 14
19 3 5 8 11 13
20 . 3 5 8 10 13
21 2 5 7 10 12
22 2 5 7 9 11
23 2 4 7 9 11
24 2 4 6 8 10
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N otes on Formula.

The Massachusetts formula as to merit rating, with its 
several terms, “ workers’ benefit wages” , “ employers’ benefit 
wages” , “ State experience factor” , “ employer’s benefit wage 
ratio” , each with statutory definitions, is nevertheless ad
ministratively more feasible and adaptable to a pooled fund 
such as established in this Commonwealth than would be a 
plan with direct charges to an employer of the actual amount of 
benefits paid to his former employees. It also lends itself to a 
prompt determination of employers’ contribution rates, which 
would not otherwise be accomplished.

1. “ Worker’s benefit wages.” Subsection 14 (6) (2) pro
vides in part that when in a calendar year a worker is paid 
benefits for his first compensable week of unemployment his 
wages during the base period is termed “ worker’s benefit 
wages.” For example:

A. Assume that John Doe was an employee of Richard Roe and was 
paid wages of $3,000 in the calendar 3̂ ear 1945; and that John Doe was 
employed solely by John Smith in 1946 and was paid wages of $3,000; 
and further assume that —

B. John Doe’s first compensable week is the week ending March 15, 
1947. Payment of benefits therein would be based on John Doe’s 
earnings in the “ base period” , namely, the calendar year preceding 
the first day of the benefit year. In the case stated the first date of the 
benefit year is April 1, 1946, and the base period to which the formula 
applies is the calendar year 1945, in which year John Doe was em
ployed by Richard Roe. On the other hand —•

C. If John Doe’s first compensable week was in 1947, but subse
quent to April 1, the base period applicable would be 1946, in which 
year he was employed by John Smith.

D. Subsection 14 (b) (2) further provides that for the purpose of 
the formula which establishes the employer’s rate of contributions, 
the wages charged against each employer shall not exceed $1,900. So 
although John Doe was paid wages, $3,000 by Richard Roe in 1945 
and a similar amount by John Smith in 1946, and contributions were 
paid the Division on said w'ages, the “ benefit wages”  for the purposes 
of the formula is $1,900, and this is charged against Richard Roe’s 
case, (B) above, and against John Smith in case (C) above.

E. Again, for the purposes of the formula establishing the employer’s 
rate, subsection 14 (6) (2) provides the “ worker’s benefit wages” , 
although actually earned in a “ base period” , are treated as if earned 
in the calendar year in which the first week of benefits is paid. So for 
the purposes of determining the employer’s rate of contribution in the 
cases stated above the $1,900 benefit wages of John Doe are treated
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as if earned by him in 1947, although in fact they were earned in either 
1945 or 1946, as the case may be.

F. It is to be further noted that under provisions of subsection 
14 (6) (2) “ benefit wages”  are charged against each employer from 
whom the wages were earned during the base period. Assuming that 
John Doe was paid wages by Richard Roe and by John Smith in the 
same base period, in such event each employer would be charged 
“ benefit wages” not in excess of $1,900 wages paid by each employer.

2. “ Employer’s benefit wages” for a given calendar year is 
the total of workers benefit wages assignable to such employer 
for such year.

3. The “ benefit wage ratio” of each employer for a calen
dar year is a percentage equal to the total of his benefit wages 
for the three most recently completed calendar years, divided 
by that part of his pay roll for the same three years on which 
contributions have been timely paid.
Individual Employer’s Aggregate Benefit Wages for 3 years 
Payroll upon which contributions are paid for 3 years

Benefit 
=  wage 

ratio.
4. The “ state experience factor” is a percentage determined 

by dividing the total benefits paid from the Commonwealth’s 
benefit accoimt in three most recent calendar years by the 
total benefit wages of all employers for same years (fractional 
percentage resulting therefore being raised to the next higher 
multiple of 1 per cent).

5. Determination of an employer’s reduced contribution rate 
(“ merit” rating) — the determination is made as per context 
of section 14 (6) (6) of the law above.

It may be noted that the percentage (in first column of table 
above) representing state experience factor if multiplied by 
the percentage representing employer’s benefit wage ratio will 
result in a percentage approximating the employer’s contribu
tion rate; provided, however, no rate is less than .5 per cent 
nor more than 2.7 per cent.

6. Note on variations in state experience factor, and effect 
thereof on employer’s contribution rates:

It may be noted that the state experience factor has varied 
as follows :

1942, 17 per cent
1943, 18 per cent
1944, 17 per cent
1945, 14 per cent

1946, 11 per cent
1947, 16 per cent
1948, 17 per cent

These variations of the state experience factor affect the 
individual employer’s merit rate. Assume an employer having
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a consistent unem ploym ent experience with an annual pay roll 
o f $100,000 subject to contributions, and with em ployer’s 
benefit wages of $5,000 charged to his account in each successive 
year from  1939 to 1947, inclusive. Such an em ployer would 
have a benefit wage ratio of 5 per cent for the years 1942 to 
1948, inclusive. This benefit wage ratio would have given 
him a contribution rate o f one half per cent in 1946 (when the 
state experience factor was 11 per cent), and a rate of one per 
cent in the other remaining years.

T a b l e  I. —  Financial Data on Unemployment Insurance — 15 Selected
States.

[Compiled by J. J. Leonard from Employment Security Activities, August, 1947.]

Benefits
First

Payable.

A m o u n t s  a s  o f  J u n e  30, 1947.

S t a t e . Cumulative 
Contributions 
and Interests.1

Cumulative 
Benefits 
Paid. 2

Funds 
Available 

for Benefits.3

California . . . . Jan. 1938 $1,228,574,000 $519,996,000 $708,559,000

Connecticut Jan. 1938 263,441,000 69,926,000 193,515,000

Illinois . . . . July, 1939 770,284,000 283,244,000 487,040,000

Indiana . . . . April, 1938 277,782,000 94,697,000 183,085,000

Massachusetts Jan. 1938 384,948,000 197,924,000 186,123,000

Michigan . . . . July, 1938 567,300,000 345,332,000 221,967,000

Missouri . . . . Jan. 1939 231,074,000 71,323,000 159,751,000

New Jersey Jan. 1939 669,002,000 218,712,000 450,291,000

New York . . . . Jan. 1938 1,770,802,000 764,400,000 1,006,401,000

O h i o .................................... Jan. 1939 675,820,000 161,692,000 514,128,000

Pennsylvania Jan. 1938 971,327,000 370,217,000 601,111,000

T exa s .................................... Jan. 1938 229,579,000 63,924,000 165,656,000

Wisconsin . . . . July 1936 240,993,000 42,755,000 196,238,000

Washington Jan. 1939 231,543,000 96,802,000 134,741,000

Minnesota Jan. 1938 162,184,000 55,261,000 106,922,000
United States, including 

Alaska and Hawaii.
- 11,173,827,000 4,142,792,000 7,030,834,000

1 Represents contributions, penalties and interest from employers; interest earned by 
state accounts in unemployment trust fund and reported by Treasury; and contributions 
from employees. Also includes the excess of contributions on wages earned by railroad work
ers through June 30, 1939, over the amount transferred to the railroad unemployment insur
ance account, and refund to certain states (15 out of the 48) and Alaska and Hawaii of $41,- 
000,000 by the federal government collected on pay rolls for 1936 under title I X  of the Social 
Security Act.

1 Adjusted for voided benefit checks. Includes benefits paid to railroad workers through 
June 30, 1939.

3 Represents sum of balances at end of month in state clearing account and benefit pay
ment account, and in State Unemployment Trust Fund in United States Treasury.
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T a b l e  II. —  Financial Data on Unemployment Insurance, 15 Selected
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States.
[Amount of Benefits paid for each $1 collected.]

S t a t e . 1 9 4 3 . 1 9 4 4 . 1 9 4 5 . 1 9 4 6 .
Janu
ary to 
June, 
1947.

As o f  J u n e  30, 1947.

Since
Benefits

First
Payable.

Since
Initiation

of
Program.1

California .04 .06 .36 1.26 1.27 - -

Connecticut .02 .04 .52 .76 .34 .30 .29

Illinois . . . . .13 .09 .51 1.81 1.10 .51 .40

Indiana .07 .05 .44 1.43 .41 .41 .37

Massachusetts .07 .10 .62 1.86 1.85 .63 .55

Michigan .05 .12 1.24 2.01 .74 .73 .64

Missouri .11 .06 .36 1.25 1.04 .40 .34

New Jersey . .07 .05 .51 1.16 .76 .39 .35

New York .09 .05 .31 1.17 .82 .48 .46

Ohio . . . . .02 .01 .31 .99 .29 .31 .26

Pennsylvania .03 .03 .42 1.51 .85 .44 .41

Texas . . . . .03 .02 .22 .93 .49 .33 .30

Wisconsin .03 .03 .13 .75 .292 .21 .19

Washington . .01 .01 .24 1.72 1.19 .48 .44

Minnesota .07 .03 .12 .67 .37 .39 .36

1 Comparisons are rated only among States which initiated benefit payment at same time.
2 Rates for Wisconsin based on benefits and collections since January 1, 1938.

T a b l e  III. —  Massachusetts Rated Employers —  Average Contribution 
by Industry Division.

[By industry divisions. Average contribution rates for 1946 and 1947 are compared.]

A v e  
C o N T R I  

R a t i  
R a t e d  E

1947.

R A G E
B U T IO N

F O R
U P L O Y E R S .

1946.

Major industry divisions . . . . . - -

All covered in d u s tr ie s ............................................. .93 .60
Manufacturing . . . . . . . 1.08 .64

Trade . . . . . . . . . .70 .52
Construction . ....................................................... 1.00 .68
Transportation, communications and utilities .61 .50
Service . . . .  .................................... .74 .53
Finance, insurance and real estate .55 .50
Agriculture . . . . . . . . .88 .59
Mining . . . . . . .67 .51
Unclassified . . . . . . . . .65 .57
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Examination of the average contribution rates for rated 
employers in the major industry divisions shows that the 
highest rate (1.08 per cent) is found in manufacturing, where 
the impact of post-war unemployment was heaviest. The 
greatest increase over the rate in 1946 is also found in this 
group, while the lowest rate (.55 per cent) and smallest in
crease over the prior year is in finance insurance and real 
estate, one of the divisions less subject to major fluctuations 
in employment.

Analysis of the records of 27,886 employers who had been 
rated in both 1947 and 1946 shows that 28.6 per cent had a 
higher rate in 1947, while only 1.6 per cent had qualified for 
a lower rate. The latter were found, for the most part, in 
construction and trade. Only 1 per cent of employers in manu
facturing had a lower rate in 1947. Of the 439 employers 
having lower rates in 1947 than in 1946, all but 52 had annual 
pay rolls of less than $50,000. On the other hand, the per 
cent of employers with higher rates in 1947 varies from 20.9 
per cent of those whose annual pay roll was below $5,000, to 
36.8 per cent of those whose annual pay roll was $1,000,000 
and over. (In this connection, however, it should be borne 
in mind that 90 per cent of the employers in the largest pay 
roll group qualified for the minimum rate in 1946, and could 
thus obtain no further reduction in ratio in subsequent years.)

T a b l e  IV. — Massachusetts Rated Employers — Number, Average 
Contribution Rate, and Per Cent entitled to Minimum Rate by Size 
of Pay Roll Groups, 1947.

Average
Contribution

Rate.

Number of 
Rated 

Employers.

Per Cent of 
Employers 
entitled to 

Minimum Rate 
.05 Per Cent.

T o t a l ............................................. .93 29,795 68.2
Below $5,000 . . . .88 4,668 73.9
$5,000- 9,999 . . . .86 5,750 71.0
10,000- 19,999 . . . . .81 6,907 68.9
20,000- 49,999 . .81 6,419 66.2
50,000- 99,999 . . . . .83 2,786 65.0

100,000- 999,999 . .90 2,926 61.0
1,000,000 and over . . . . .99 339 61.4

It will be noted from the above that the per cent qualifying for the minimum rate decreased 
consistently as the size of the establishment increased.
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C h art  C .

The chart below shows the status of the Unemployment 
Compensation funds of the 15 States having the larger taxable 
pay rolls (i.e., subject to Employer Contributions). The com
parison is in terms of percentage (of money in the respective 
funds) as related to the total taxable pay roll of said States as 
of December 31, 1947. The variations in percentages are due 
to various factors, as, for example, differences in employers' 
contribution rates, differences in benefit structures, allowances 
for dependents, and differences in amounts collected by em
ployee contributions. (For example, States listed below had 
collected, up to December 31, 1947, the following amounts of 
employee contributions: California, $318 millions; Massachu
setts, $17 millions; and New Jersey, $212 millions. The other 
States listed none. By 1947 Alabama and New Jersey were the 
only States taxing employees to finance unemployment insur
ance.)

C h a r t  C .

R atio  of B alan ce  in  F und  a t  D ec e m b e r  31, 1947, to  E stim ated  
T a x a b l e  P a y  R oll  fo r  th e  Y e a r  1947.

U n ite d  St a t e s , a n d  15 St a t e s  w it h  L a r g e s t  T a x a b l e  P a y  R o l l s .

Per 
Cent.

N ew Jersey 15.2

Connecticut 12.

W isconsin 12.5

California 11.8

W ashington 11.5

M issouri 10.4

N ew Y ork 10.2

Ohio 10.2

M innesota 10.0

Pennsylvania 9.1

I ndiana 8.8

I llinois 8.6

T exas 7.9

M assachusetts 5.8

M ichigan 5.7

9 £ » C £ N T

U nited States with 
A laska a Hawaii 9.9
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MINORITY REPORT OF THE SPECIAL COM
MISSION RELATIVE TO THE EMPLOYMENT 
SECURITY LAW.

We, the undersigned, find ourselves in substantial agree
ment with most of the recommendations of the majority. 
In the following four respects, however, we differ with 
the conclusions reached and the recommendations made 
in the majority report.

1. Revision of the M erit Rating Formula.
It is our considered opinion that the Unemployment 

Compensation Fund reserves must be replenished in 
order that they may be adequate to provide benefit 
payments during a period of mass unemployment. It 
is estimated that there was approximately $176,000,000 
in the fund reserves on April 1, 1948. Payments from 
the unemployment fund during the calendar year 1947 
amounted to $53,637,786. Contrast this with the em
ployer contribution for the year 1947, which amounted 
to $33,047,750. This “ deficit” of approximately $20,- 
000,000 last year, in a period of peak employment and 
pay rolls, convinces us that some drastic revision must be 
made in the application of the Merit Rating Formula to 
protect the fund.

Approximately 2jd> per cent of the 1,900,000 covered 
workers drew unemployment compensation in the year 
1947, which at a glance is an abnormally low percentage. 
In a “ normal” year of economic activity it is conserva
tively estimated that the number of unemployed workers 
could amount to 10 per cent of the work force in this 
state.

The new rate of employer tax for 1948, of V/i per cent 
to 2 per cent is estimated to bring in to the fund approxi-
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mately $48,000,000 this year. This is obviously inade
quate to balance income and outgo at the 1947 rate, to 
say nothing of accumulating any surplus. Indications 
are that 1948 will be a year of unprecedented big business 
activity, as will probably also be the year 1949. It 
seems logical to us to increase the reserves in a time of 
unparalleled production, profits and prosperity in order 
that in future lean years the unemployment compensa
tion fund will be able to withstand the drains caused by 
mass unemployment. To us it seems just plain “ good 
old Yankee thrift” to prepare for the eventualities that 
seem to be inevitable in our economic ups and downs.

The proposal of the majority to establish a floor of 
$80,000,000 to the fund reserve, at which time the 
director may require a 3  ̂ per cent automatic advance in 
the merit rating classification, appears to us to be a 
dangerously low level, and that it will then be a case of 
“ too little and too late.”

After a critical analysis of the financial structure of 
the Employment Security Act, based upon the operation 
of the act during the past few years, and attempting to 
predict its operation during the next few years, we have 
come to the following conclusion, namely, that the 
Merit Rating Formula should be suspended for a period 
of two years, effective January 1, 1949, and from that 
date all employers pay at the rate of 2.7 per cent until 
December 31, 1950. Requiring all employers to con
tribute at the maximum rate would bring into the fund 
in the vicinity of $85,000,000 annually. In this way the 
solvency of the fund would be amply protected and the 
Commonwealth of Massachusetts would not be required 
to improvise during a difficult period of business recession.

It is crystal clear that the cities and towns of the 
Commonwealth cannot assume the burden of supple
menting unemployment benefits through welfare pay
ments. The increasing cost of state and local govern
ments has caused the general property tax to reflect 
the law of diminishing returns. We are genuinely 
disturbed by the situation that will develop when there
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are 100 to 150 thousand workers unemployed in this 
State. We feel that the suspension of the Merit Rating 
Formula for a period of two years is the only logical and 
equitable alternative to bankruptcy of the unemployment 
compensation fund.

2. Failure of the M ajority to Recommend Clari
fication of the Provisions of Employment 
Security Law relative to “ Grade or Class 
of W orkers.”

The interpretations placed upon section 25, subsec
tion (b), item 2, of the act has caused man}' injustices 
that we do not feel were intended by the Legislature in 
adopting this provision. Countless “ innocent victims” 
of labor disputes, in which they are not directly involved 
or in sympathy with, have consistently been denied 
benefits because of what in our opinion is an erroneous 
interpretation by the Board of Review of this section.

At the outset may we state that we are not asking 
that Unemployment Compensation benefits be paid to 
workers on strike. We do, however, feel that in many 
cases certain workers are thrown out of work because 
of a strike by another group of workers, sometimes in 
the same plant or company. Because of the mutual 
inter-dependency of mass production industries, a labor 
dispute involving a certain group of workers in one 
bargaining unit can result in another group of workers, 
sometimes in a different union, being laid off.

We feel that the only solution to this vexatious problem 
lies in amending section 25 of chapter 151A by striking 
out subsection (6), appearing in section 1, and inserting 
in place thereof the following:

Any week, with respect to which the director finds 
on the basis of satisfactory evidence produced by his 
investigation, that his unemployment is due to a stoppage 
of work which exists because of a labor dispute; provided 
that —

1. He personally or by his authorized agents partici
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pates in or finances or is directly interested in the labor 
dispute which caused the stoppage; or

2. He is employed at the time of such stoppage in a 
unit which has been certified to be appropriate for the 
purposes of collective bargaining by the National Labor 
Relations Board or the Labor Relations Commission 
of the Commonwealth, any employees of which are 
employed by the same employer in the same department 
on the same premises as said individual, and participate 
in, finance or are directly interested in the dispute; or

3. In the absence of such certification he is employed 
at the time of such stoppage in a trade or occupation, 
any employees in which are employed by the same em
ployer in the same department on the same premises as 
said individual, and are participating in or financing or 
directly interested in the dispute.

4. For the purposes of this chapter, the payment of 
regular union dues or assessments shall not be construed 
as participating in or financing or being directly interested 
in a labor dispute.

3. Limit the W eekly Benefit Rate to a M aximum 
OF 50 PER CENT OF AVERAGE WEEKLY EARNINGS 
in  the Two Highest Quarters in the Base 
Period.

This proposal is unwarranted at the present time. It 
would act to curtail the compensation of the lower-paid 
worker wrho becomes unemployed. Such workers have 
a serious problem of making both ends meet, even when 
employed, under the present high cost of living. They 
should not be further penalized by reduced compensation 
that would result if this proposal became law. We are 
in a period of uncertainty; even higher living costs 
appear likely. As benefits can only be increased by 
action of the General Court, what would be the position 
of these lower paid workers, who, if unemployed after 
prorogation of the General Court, faced a period of 
sharply increased living costs and reduced compensation. 
Their position would then be most unfavorable. The
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are 100 to 150 thousand workers unemployed in this 
State. We feel that the suspension of the Merit Rating 
Formula for a period of two years is the only logical and 
equitable alternative to bankruptcy of the unemployment 
compensation fund,

2. Failure of the M ajority to Recommend Clari
fication of the Provisions of Employment 
Security Law relative to “ Grade or Class 
of W orkers.”

The interpretations placed upon section 25, subsec
tion (6), item 2, of the act has caused many injustices 
that we do not feel were intended by the Legislature in 
adopting this provision. Countless “ innocent victims” 
of labor disputes, in which they are not directly involved 
or in sympathy with, have consistently been denied 
benefits because of what in our opinion is an erroneous 
interpretation by the Board of Review of this section.

At the outset may we state that we are not asking 
that Unemployment Compensation benefits be paid to 
workers on strike. We do, however, feel that in many 
cases certain workers are thrown out of work because 
of a strike by another group of workers, sometimes in 
the same plant or company. Because of the mutual 
inter-dependency of mass production industries, a labor 
dispute involving a certain group of workers in one 
bargaining unit can result in another group of workers, 
sometimes in a different union, being laid off.

We feel that the only solution to this vexatious problem 
lies in amending section 25 of chapter 151A by striking 
out subsection (b), appearing in section 1, and inserting 
in place thereof the following :

Any week, with respect to which the director finds 
on the basis of satisfactory evidence produced by his 
investigation, that his unemployment is due to a stoppage 
of work which exists because of a labor dispute; provided 
that —

1. He personally or by his authorized agents partici
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pates in or finances or is directly interested in the labor 
dispute which caused the stoppage; or

2. He is employed at the time of such stoppage in a 
unit which has been certified to be appropriate for the 
purposes of collective bargaining by the National Labor 
Relations Board or the Labor Relations Commission 
of the Commonwealth, any employees of which are 
employed by the same employer in the same department 
on the same premises as said individual, and participate 
in, finance or are directly interested in the dispute; or

3. In the absence of such certification he is employed 
at the time of such stoppage in a trade or occupation, 
any employees in which are employed by the same em
ployer in the same department on the same premises as 
said individual, and are participating in or financing or 
directly interested in the dispute.

4. For the purposes of this chapter, the payment of 
regular union dues or assessments shall not be construed 
as participating in or financing or being directly interested 
in a labor dispute.

3. Limit the W eekly Benefit Rate to a M aximum 
OF 50 PER CEXT OF AVERAGE WEEKLY EARNINGS 
in the Two Highest Quarters in the Base 
Period.

This proposal is unwarranted at the present time. It 
would act to curtail the compensation of the lower-paid 
worker who becomes unemployed. Such workers have 
a serious problem of making both ends meet, even when 
employed, under the present high cost of living. They 
should not be further penalized by reduced compensation 
that would result if this proposal became law. We are 
in a period of uncertainty; even higher living costs 
appear likely. As benefits can only be increased by 
action of the General Court, what would be the position 
of these lower paid workers, who, if unemployed after 
prorogation of the General Court, faced a period of 
sharply increased living costs and reduced compensation. 
Their position would then be most unfavorable. The



HOUSE — No. 2175.SO [Apr.

landlord, the grocer and those tradesmen who serve such 
workers would be adversely affected.

The argument that benefits should be reduced to a 
50 per cent maximum of average weekly earnings in 
order to conserve the fund lacks merit and fails to take 
into consideration an important fact. This fact is that 
current excess of compensation paid over tax received 
is unlikely to continue for the reason that many now 
drawing benefits will have exhausted benefit credits. 
For, in the current high level of employment, it appears 
such persons who wTere welcomed as employees during 
the manpower shortage of war years are not favorably 
considered for employment by industry now because of 
age. In short, the discrimination practiced by employers 
against older workers, so common before the war, is 
now again an employer policy.

To upset present methods of computing weekly benefits 
because of a transitory situation is unsound. Present 
domestic and international unsettled conditions are a 
powerful argument against this callous proposal to penalize 
the lower paid group of our working population.

4. Dependency Allowances.
There should be no change in the present law regarding 

the dependency provisions of the Massachusetts Em
ployment Security Act. This part of the act has had 
a period of operation of slightly over one year. Ac
cordingly, it is impossible to have accumulated any 
intelligent appraisal of howr this feature is working out 
in such a short time. The compelling reasons that 
prompted the General Court to enact a dependency 
provision still exist.

Unemployment falls most heavily on those with de
pendents, for the need to provide food, shelter and cloth
ing for a family does not stop when unemployment en
sues. Increases in the cost of living since the passage of 
the $2 dependency allowance by the Massachusetts Leg
islature more than justifies its continuance today.
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Dependency allowance principles have been incor
porated in the social insurance system, in old age and 
survivors’ insurance, in certain provisions for veterans, 
and in the State Workman’s Compensation Act.

The cost of dependency benefits to date has not proved 
excessive — in any event, have not been great enough 
to warrant a backward step on this important aspect of 
meeting the financial burdens unemployment imposes on 
the families of workers.

In all fairness, no change should be made at this time.

5. Extend Coverage to M aritime W orkers.
The Massachusetts Employment Security Act should 

be amended to extend coverage to merchant seamen. 
Of all the maritime States from whose ports merchant 
seamen man the ships of the American Merchant Marine, 
Massachusetts and Mississippi are the only two States 
with the dubious distinction of failing to provide for 
their unemployed merchant seamen. Employers of mer
chant seamen are required to pay taxes of 3 per cent of 
their pay roll up to $3,000 of each employee. Yet, 
because the State act does not extend coverage to their 
employees, this tax money does not provide unemploy
ment compensation.

Seamen, who should be covered by amending our 
Massachusetts act, are eligible for unemployment com
pensation until June 30 of this year, under provisions 
of a federal law enacted to meet conditions brought on 
at the end of World War II, when the reduction of the 
abnormal shipping activity of the war years brought 
about considerable unemployment among merchant sea
men. Under this federal act the administration of claims 
is conducted by state unemployment offices, and 
the administrative agencies of our Massachusetts Em
ployment Security Act are presently processing these 
claims; therefore, to extend coverage to merchant sea
men does not pose an insurmountable problem.

This Commonwealth has long had an important stake 
in the development of shipping through its ports, par-
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ticularly the Port of Boston. Down through the years, 
the record clearly indicates that Massachusetts has 
owed much of its prosperity to its shipping industry. 
Therefore the Commonwealth should not lag behind the 
other maritime States in providing equal advantages and 
security to those men who man our shipping industry. 
At present it is estimated that coverage for merchant 
seamen would extend to approximately 500 men.

Respectfully submitted,

HARVEY A. POTHIER. 
LEO F. BARBER.
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MINORITY REPORT SUBMITTED BY WILLIAM 
G. SUTCLIFFE.

While I endorse most heartily most of the proposals 
submitted by the majority of the special Commission, I 
feel constrained to submit a minority report on two 
proposals made by the majority of the Commission, 
namely :

1. The Weekly Benefit Formula.
2. The Dependency Allowances.

1. T he  W e e k l y  B e n e f it  F o r m u l a .

During the calendar year 1947, the following payments 
were made for unemployment in the State of Massa
chusetts :

Payments from Unemployment Fund §53,637,786
Veterans Adjustment Allowances . . 34,147,589

Total unemployment payments . -887,785,375

It is true that if there had been no federal law to take 
care of unemployment among veterans, the total pay
ments for veterans, out of the Unemployment Fund, 
would not have approached -134,147, 589, for the following 
reasons :

1. Veterans are paid a flat weekly rate of $20.
2. Veterans are paid, if unemployed, irrespective of past earnings.
3. Duration could be for 52 weeks in two years.
4. Payments are not limited to those who had worked in covered

industries.

If we make due allowances for the above, I think it is 
a fair assumption that 50 per cent of the amount paid to 
veterans would have been paid to veterans out of Un
employment Division funds, had no federal legislation
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been in operation. Thus, in 1947, Massachusetts would 
have been required to pay from its fund approximately 
871,000,000. To raise this sum on the estimated taxable 
pay roll of $3,000,000,000 would have required approxi
mately a 2.4 per cent levy; that is, if income is to balance 
outgo, all employers would have had to pay a tax of 
2.4 per cent on the pay roll subject to unemployment 
compensation.

It should be remembered that the year 1947 was one 
of extraordinary work opportunities; in fact, unemploy
ment was less than 3 per cent, whereas both labor and 
management testified before the Commission that fric
tional unemployment is usually 10 per cent. How, 
then, can we build up a reserve to take care of frictional 
and cyclic unemployment when in the abnormal year 
of employment, 1947, we would, by taxing all employers 
the full 2.7 per cent tax, have added only $10,000,000 
to the reserve?

What would the situation be if we had this frictional 
unemployment upon which both labor and management 
agree? I am submitting some material presented to the 
Commission to answer this question.

In presenting an actuarial study the Director of the 
Division submitted the following study and comparative 
analysis to the Advisory Council:

Unemployment Compensation has had a comparatively brief history, 
and in the ten years of its existence the year 1940 is the only one that 
may be considered as a norm —  1940 is considered the only year which 
provided normal employment conditions in Massachusetts. In pre
paring the following study the 1940 claim load was applied to 1946 
conditions both as to employment and earnings, and the 1946 benefit 
formula was applied to the 1940 claim load so as to estimate what it 
would cost Massachusetts to finance its Unemployment Compensation 
Law in a normal year.

Actual Estimated
Payments, on 1946

1940. Ra.sis.

Total number of checks . . . . . 3,131.520 3.598.491
Total value of c h e c k s ............................................. S31.306.667 $77,008,220

Average value per check . . . . . $10 OS 121 40
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It must be noted that under the present benefit formula 
and on the basis of the latest rate distributions, some 
466,971 additional checks would have been paid than in 
1940. Most of the estimated added cost, however, is 
accounted for by the progressive liberalizations of the 
rate schedule since 1940, which, along with the rise in 
wage levels, has more than doubled the average check.

The estimated increase in contributions which would 
have been collected in 1946, if unemployment conditions 
of 1940 had existed, is obtained by using:

Total taxable pay roll estimate on basis of wage levels in 
1946, and 1940 average monthly employment after 
adjustment for workers added to coverage by exten
sion to establishments employing less than four 
workers.

Total contributions actually collected on 1940 pay rolls $37,490,142 
Estimated increase in contributions collectible after a

readjustment to 1946 wage levels, etc............................  23,625,506
Total contributions at 2.7 per cent . . . .  62,060,648

The above figures reveal that in a normal year the 
payment of benefits under the 1946 benefit formula 
(dependency allowances not included) would exceed the 
total contributions by $14,947,572. It must be noted 
that the above compilations have been made with the 
assumption that all employers would be contributing at 
the maximum 2.7 per cent rate of contributions and that 
experience rating was non-existent.

Thus in a normal year of unemployment it appears 
that even with the full payment of 2.7 per cent by all 
employers having covered workers, the outgo would ex
ceed the income by some $15,000,000.

The fund is in jeopardy, and to build up reserves it 
becomes obvious that one of three methods, or a com
bination of these methods, must be considered and en
acted by the General Court, namely:

1. Increase tax on employers.
2. Have employees make contributions.
3. Modify the present benefit formula.
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Rates would be as follows:
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Benefit Rate Table.

Quarterly Wage3 
Paid — Average 

of Two High 
Quarters.

1

Basic Benefit 
1/24 of the 

Average Quarter.

2

Average Weekly 
Wage 1/13 of the 
Average Quarter 

Mid Point.

3

Percentage 
of Benefit Rate 
of Weekly Wage.

4

Less than $144 $ 6 00
$144-$167 99 7 00 $12 00 63-59-54

168- 191 99 . 8 00 13 85 62-58-54
192- 215 99 . 9 00 15 69 61-58-53
216- 239 99 . 10 00 17 54 60-57-54

240- 263 99 . 11 00 19 38 60-57-54
264- 287 99 . 12 00 21 23 60-57-53
288- 311 99 . 13 00 23 08 59-56-54
312- 335 99 . 14 00 24 92 60-56-54
336- 339 99 . 15 00 26 77 58-56-54

360- 383 99 . 16 00 28 62 58-56-54
384- 407 99 . 17 00 30 46 57-56-54
408- 431 99 18 00 32 30 57-56-54
432- 455 99 19 00 34 15 57-56-54
456- 479 99 . 20 00 36 00 57-56-54

480- 503 99 . 21 00 37 85 57-55-54
504- 527 99 . 22 00 39 69 57-55-54
528- 551 99 . 23 00 41 54 57-55-54
552- 575 99 24 00 43 38 57-55-54
576 and above 25 00

" —

Column 1. Derived by dividing two high quarters by two.
Column 2. Benefit rate multiplied by 24 gives upper limit of rate class (col. 1).
Column 3. Mid point of each class (col. 1) divided by 13.
Column 4. Shows the percentage of weekly wage for (a) those getting minimum wage in 

each class of column 1; (6) percentage of wages for mid point of class; (c) per
centage of wages for those getting maximum wages in any class.

This table shows that with the exception of the low 
rate classes, wages fluctuate from 54 per cent to 58 per 
cent of weekly wage.

In recommending the above table I would like to point 
out that eighteen States use one twenty-fourth or higher 
as a basis for the weekly benefit rate.

I firmly believe that the adoption of the above sched
ule would contribute to the two objectives:

1. Balancing income with outgo.
2. Stimulate the urge to work.



1948.] HOUSE — No. 2175. 89

2. The Dependency Allowances.
I find it necessary to object most vehemently to the 

inclusion of dependency allowances of any kind in the 
Unemployment Compensation Law.

Unemployment compensation laws as written in the 
51 States and territories are all based upon the concept 
of an assessment on the pay roll of covered workers; 
that is, the income from which disbursements may be 
made is related directly to wages paid.

Likewise in all fifty-one jurisdictions the basis of pay
ment of benefits for unemployment is based upon the 
earnings of the employee. Furthermore, in most States 
the amount of benefits that any worker may collect in 
a given year is fixed as a percentage of wages earned in 
the preceding year.

These facts indicate that there is a quasi insurance 
concept in the unemployment compensation laws of the 
LTnited States. The premium paid is the tax levied on 
covered pay roll, and the benefits received are based 
upon the wages received during the premium paying 
period. It makes no difference whether the premium is 
paid solely by the employer or by both the employer 
and employee.

Unemployment compensation, therefore, is a right to 
all in covered employment who are available but unable 
to find work. No questions are asked as to the needs of 
the recipient. Rich or poor he receives compensation, 
since it is his right so to do, in that it has been paid for 
by all who contribute to the fund.

Wages are not determined on a needs basis. Unions 
do not ask that the employer pay different rates according 
to the needs of the individual worker as measured by the 
number of dependents. Then why inject dependency 
allowances into a system of unemployment compensation 
based upon actual earnings?

One of the most cogent reasons given for the inclusion 
of dependency allowances is that it reduces the costs of 
welfare to the local community. Remember the fund is 
accumulated from all the States for a specific purpose —
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to pay for unemployment. Should it be diverted to be 
used in a given community to reduce the cost of welfare? 
If this welfare argument is valid, and we must help the 
communities reduce their welfare costs, let us admit 
that unemployment compensation is no longer a quasi 
insurance concept. We therefore had better scrap the 
present unemployment compensation system which now 
necessitates a large administrative set-up — the keeping of 
wage records, etc. — and place the burden of unemploy
ment with dependency allowances upon the State. Let 
the costs of such a program be met out of general taxation. 
This is the only logical course to pursue.

Another objection to dependency laws — and inci
dentally only four other jurisdictions have such laws, 
Connecticut, District of Columbia, Michigan and Nevada 
— is the difficulty of administration. Dependency must 
be established in law and in fact, and even though the 
law has been in operation only since April, 1947, there 
have been uncovered many inequities in administering 
the law.

One further, and important, objection to dependency 
payments is the old complaint that such payments do 
not stimulate the urge to work, but, on the contrary, 
encouraging loafing. The law as now written allows 
payments up to 100 per cent of the average weekly 
earnings of the two high quarters. The following facts 
are pertinent on this point. Since April through De
cember, 1947, 33,493 individuals have received $1,091,000 
in dependency benefits.

208 individuals received weekly checks of $39 00 
10 individuals received weekly checks of 40 00 
82 individuals received weekly checks of 41 00 

7 individuals received weekly checks of 42 00 
43 individuals received weekly checks of 43 00 
22 individuals received weekly checks of 45 00 

1 individual received weekly check of 47 00

The above benefits, of course, include unemployment 
compensation plus dependency allowances. The recom
mendation of the majority of the Commission is that
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dependency allowances plus unemployment compensation 
shall not exceed 150 per cent of average weekly wages of 
two high quarters. Even this is too high, in that the 
differential is too small to stimulate the urge to work. 
Even those States which have enacted dependency 
allowances have set a dollar maximum which shows the 
liberality of the Commission’s recommendation.

Connecticut, m a x i m u m ............................................. $28 1)0
District of Columbia, maximum................................  20 00
Michigan, m a x im u m ................................................. 28 00
Nevada, m a x i m u m ........................................................2-1 00

Welfare is necessary and perhaps some families need 
additional funds besides unemployment compensation, 
but these supplementary funds must come from welfare 
or some source other than unemployment compensation. 
Needs must never be the criteria of payments under a 
proper unemployment compensation law. The unem
ployment fund was and is created for one purpose and 
for one purpose only, namely, payment to covered 
workers when such are unable to find work, although 
available for work, and payments should be made ac
cording to wages earned. There is no place for depend
ency allowances in the Unemployment Compensation 
Law.

WILLIAM G. SUTCLIFFE.




