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€f)e Commontocaltj) of Q^assacfjusetts

FINAL REPORT OF THE RECESS COMMISSION 
ON EM PLOYM EN T SECURITY.

Preamble.

Several far-reaching recommendations are contained 
in the report of this Commission which has held hearings 
in the larger industrial cities of the Commonwealth on 
the serious issues placed before it, and which, in fact, 
has held more than several dozen separate hearings and 
long executive sessions at which the issues placed before 
the Commission were thrashed out.

Among the more far-reaching recommendations in the 
report are those urging extension of unemployment com
pensation coverage to some 23,000 state employees, 
107,000 municipal employees, 69,300 federal employees, 
and some 3,000 maritime workers not now covered.

The Commission has arrived at what it considers a 
middle road solution to the vexing question of how and 
who should support the unemployment compensation 
program financially. Rather than recommending an 
employee contribution, on the one hand, or complete 
abolition of the experience rating feature of the em
ployer’s tax, on the other, the Commission has taken a 
position part way between the two. While the Commis
sion does not recommend an employee tax or contribu
tion, it recognizes that this may become a necessity in 
the future, as a recent federal report on the question 
has already recommended. (Senate Document No. 206, 
80th Congress, 2nd Session.)

The revision of the merit rating formula which the 
Commission recommends is one which would speed the 
intake of tax moneys during high, flashy peaks of un-



employment, and would taper the taxes off more quickly 
in lows of unemployment.

The Commission urges serious consideration of the 
issues discussed in this report, for they concern and 
involve one of the largest disbursing agencies in the State.

The Massachusetts Division of Employment Security 
today is paying benefits at the rate of $100,000,000 per 
year. In fact, for the week ending March 30, 1949, more 
money in jobless benefits was paid out in one week than 
during the whole of 1943, one of the peak employment 
years during World War II.

For the week ending March 30, some $2,439,415 in 
unemployment compensation funds was paid to idle 
workers in the Bay State, as against a total of $2,370,196 
for the entire year of 1943. The weekly totals are ex
pected to go higher in April.

It is for reasons such as this that the Commission 
urges deep and serious consideration of the recommenda
tions in this report.

Organization.

Pursuant to chapter 77 of the Resolves of 1948, the 
Special Recess Commission on Employment Security was 
appointed by chief officials of the executive and legisla
tive branches of the state government.

Senator Sumner G. Whittier of Everett was chosen by 
Senate President Harris S. Richardson of Winchester, and 
Representatives Philip M . Markley of Springfield and 
Earle S. Bagley of Townsend by the Speaker of the 
House, Frederick B. Willis of Saugus.

Members of the Commission appointed by Governor 
Robert F. Bradford were Leo F. Barber of Lynn, Presi
dent of the Lynn Central Labor Union; Wilfrid T. Con
nell of Natick, Vice President of the International Photo 
Engravers Union of North America; Royal Parkinson of 
Newtonville, a labor relations counsel; and John E. Troy, 
Jr., of Dorchester, former Democratic floor leader in the 
Massachusetts House of Representatives.
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The Commission met and organized at the State House 
on September 17, 1948, and discussed plans for holding 
hearings hi Boston and several of the larger industrial 
cities of the State in which unemployment strikes the 
hardest. Senator Whittier was elected chairman and 
Representative Bagley, vice-chairman.

At a subsequent meeting discussions were held with 
labor and management representatives as to the method 
of handling hearings on the 41 different bills placed before 
the Commission, and covering 10 subjects affecting un
employment compensation, including coverage, disquali
fications, eligibility, benefit formula, waiting periods, 
appeals, experience rating, labor disputes, dependency 
allowances, and other subjects.

In the course of well-attended hearings by the Commis
sion in Boston, Springfield, Fall River, Lawrence and 
Worcester, and in frequent meetings with labor and man
agement representatives, several hundred representatives 
of labor and management came before the Commission to 
express their views.

The Commission sent a sub-committee of four to Mich
igan, where they discussed for two days the unemploy
ment compensation system of that State with James F. 
Moore, Executive Director of the system in Michigan, and 
with other officials. The Commission is grateful for in
formation supplied by many officials in the Michigan em
ployment security division, and to George A. Jacoby, 
director of personnel for General Motors in Detroit. The 
Commission visited executive and local offices of the 
Michigan employment security division in Detroit and 
Lansing — sat in with representatives of labor and busi
ness to discuss merit rating and other features of the 
system there. The Commission was greatly impressed 
with Michigan’s system of benefit payments made at 
local offices instead of from one central mailing point, as 
in Massachusetts.

The Commission has found most helpful the back
ground material on the history of unemployment com
pensation in Massachusetts in the report of the 1947
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Commission, and desires to draw attention to the excel
lent, scholarly sections of that report (House, No. 2175 
of 1948) relating to the historical background of the 
system here.

Also, the Commission wishes to express its thanks to 
Kenneth Kelly of the AFL and Albert Clifton of the 
CIO, Edward Connelly of the Associated Industries of 
Massachusetts, officials of the Division of Employment 
Security, and the numerous legislators and other labor 
and management representatives who gave their advice, 
counsel or views before the Commission at its hearings 
and numerous executive sessions, and for the provision 
of statistics and other materials and information perti
nent to the complicated structure of the employment 
security system in Massachusetts.

The resolve setting up this Commission is as follows:

C h a p t e r  77.

Resolve providing for a Further Investigation and Study 
by a Special Commission relative to the Employment Secu
rity Law .

Resolved, That an unpaid special commission, to consist of one 
member of the senate to be designated by the president thereof, two 
members of the house of representatives to be designated by the 
speaker thereof, and four persons to be appointed by the governor, is 
hereby established for the purpose of making an investigation and 
study of the provisions of chapter one hundred and fifty-one A  of the 
General Laws, known as the employment security law. Said com
mission, in the course of its investigation and study hereunder, shall 
consider the subject matter of current senate documents numbered 
218, 219, 220, 221, 222, 223, 233, 234, 238, 239, 240, 241, 242 and of 
current house documents numbered 584, 586, 739, 741, 744, 745, 751, 
752, 753, 756, 757, 758, 987, 992, 994, 1000, 1003, 1005, 1007, 1267, 
1271, 1272, 1273, 1274, 1455, 1461, 1462, 1634 and 2175 (appendices 
B and C ). Said investigation and study shall be in furtherance of 
the investigation and study made under the provisions of chapters 
sixteen, fifty-nine and sixty-two of the resolves of nineteen hundred 
and forty-seven. Said commission may call upon the departments, 
commissions and officers of the commonwealth for such information 
as it may desire in the course of its investigation and may solicit 
information from any other source to assist it in its investigation. 
Said commission may expend for clerical and other services and 
expenses such sums as may hereafter be appropriated therefor. Said



1949.] HOUSE —  No. 2360. 9

commission shall report to the general court the results of its investi
gation and study, and its recommendations, if any, together with 
drafts of legislation necessary to carry its recommendations into effect, 
by filing the same with the clerk of the house of representatives not 
later than the first day of December in the current year.

Approved Ju n e  12, 19^8.

REPORT.
B o s t o n , April 1, 1949.

At the outset, the Commission wishes to draw attention 
to several compelling factors operating today in the 
Massachusetts business and industrial economy as far 
as the Massachusetts unemployment compensation system 
is concerned.

First, upwards of $22,000,000 in unemployment com
pensation benefits for the first quarter of 1949 has been 
paid to jobless persons in Massachusetts up to the time 
of the filing of this report.

This is a sum which represents a considerable “ cushion”  
in the state economy, constituting a softening of the 
impact of unemployment which is reaching new peaks 
as this report is made.

The week ending March 16, for instance, showed the 
number of idle workers in the Bay State at 136,807 
persons, the highest total for 1949 thus far.

In fact, the Massachusetts Division of Employment 
Security, which last year paid out $50,053,266 in un
employment compensation benefits, has advised the 
Recess Commission that the highest total of benefit 
payments in history occurred for the recent week ending 
March 11, 1949.

During that week, 87,258 checks were paid out to 
jobless persons in the amount of $1,967,420. This equalled 
202 per cent of the total amount of benefits paid for the 
corresponding week in 1948. As noted in the preamble 
to this report, the total was even higher for the week 
ending March 30.

The rate of payment is so high, as this report is about 
to be filed, —  payments are now being made at the rate 
of $100,000,000 per year compared to the $50,053,266
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paid out last year, —  that some steps must be taken, 
in the opinion of the Commission, to bring more tax funds 
in to support the system adequately. At present, em
ployers are paying the entire cost of the unemployment 
compensation system in taxes ranging from .5 to 2.7 per 
cent of their total pay roll.

The Commission is of the opinion, also, that provisions 
must be made to accelerate the flow of tax funds into the 
compensation system in times of greater unemployment, 
and to allow for adequate deceleration and slowing down 
of the tax flow from employers in times of steadier em
ployment. The Commission makes several legislative 
recommendations in this regard in the text of its report, 
in order to provide a legislative situation in which, if 
unemployment danger signals continue, bills may be 
passed by the 1949 Legislature before prorogation this 
year.

The Commission in its studies has come across another 
situation which may develop after April 1, and which 
may startle and possibly alarm the general public until 
the phenomenon is understood.

With the arrival of April 1, the unemployment com
pensation fund may see some huge increase in the number 
of claimants for compensation benefits, and a correspond
ingly sharp jump in the amounts of money being paid 
out in benefits late in April, and in the months of May 
and June.

Estimates received by the Commission from the 
Division of Employment Security state that upwards of 
$3,000,000 a week may conceivably be paid out during 
the months of late April, M ay and June. This would 
be about $1,000,000 more than in mid-March of this year.

If payments reach or pass the $3,000,000 per week 
mark in the next several months, they will exceed amounts 
paid out in a whole year during 1943 and 1944, peak 
employment years during the war, when only $2,370,196 
and $2,770,135, respectively, were paid out.

There are two reasons for the anticipated large benefit 
load. The first is the increasing degree of unemployment
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in the Commonwealth which has been evident since the 
beginning of the year.

The second and more pertinent reason for the 
anticipated $1,000,000 increase per week in benefit 
payments is that a new benefit year begins on April 1 
for those seeking unemployment benefits.

This means that persons who have exhausted their 
unemployment compensation benefits in the previous 
benefit year can now begin a new benefit year on April 1 
and may be eligible for another period of jobless benefits.

If the claim load pattern follows that of previous years 
at this time of a new benefit year, there will be a decided 
increase in the claims load at the Division of Employ
ment Security.

Furthermore, in the week ending July 30 this year, an 
additional claim load may be expected to be transferred 
to the unemployment rolls unless Congress extends the 
Veterans Readjustment Allowances now in effect. There 
are currently some 26,000 veterans receiving claims in this 
category whose right to claims will then expire. Many 
of these are expected to begin making unemployment 
compensation claims.

Estimates by the Division of Employment Security, 
based on an unemployment pattern in which conditions 
remain about the same as in March, 1949, show that 
there may be as many as 175,000 benefit claimants in 
Massachusetts during M ay and June as compared to the 
87,258 actual beneficiaries during the week of March 11, 
1949. If the increased benefit-claimant load materializes, 
the Division may be overwhelmed because of a cut staff 
forced by a curtailment of administrative funds from 
Washington.

R eserv e  F xjnd “ Sh r in k a g e .”

Another factor to which the Commission desires to 
draw the attention of the Legislature is the accelerating 
“ shrinkage”  of the unemployment compensation “ re
serve”  fund due to higher unemployment. The reserve 
fund was built up during the war, when unemploy-
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meat was at an extreme low and when a minimum of 
benefits was paid out, but the fund is steadily being 
diminished, particularly by unemployment in the textile 
and shoe industries, and by spottiness in other industries.

For the first weeks of 1949, actual benefits paid from 
January 1 to March 11 were §16,627,277. This sum 
considerably softens the impact of unemployment on 
Massachusetts workers and their families, since most of 
this money goes into immediate circulation. The pouring 
of this tremendous sum of money into circulation has 
contributed to the stabilization of the economy of the 
Commonwealth, and has permitted the unemployed 
individual to maintain his self-respect and helped him to 
meet his minimum responsibilities. It has also probably 
reduced the demand for increased welfare costs, pro
portionately, in various communities of the Common
wealth which already are overburdened with taxation, 
and, furthermore, it has greatly allayed the inherent fear 
caused by prolonged unemployment.

Estimated total benefits paid from January 1, 1949, 
to April 1, 1949, are §22,327,277. In the same period, 
however, estimated receipts from employers and from 
interest on the state fund amounted only to $10,214,202, 
which means a shrinkage in the reserve fund of 
$12,113,074 in the first quarter of this year.

According to estimates of the Division of Employment 
Security, if the so-called “ levelling-off”  period which 
has been evident during the first nine weeks of this year 
continues throughout 1949, the backlog reserve of the 
unemployment compensation fund may be reduced by a 
shrinkage of some $55,000,000.

The reserve fund, which totaled $175,031,215 on Decem
ber 31, 1948, was down to an estimated balance of $162,- 
918,141 on March 31, 1949.

C o v e r a g e .

Among issues high on the agenda of the Commission 
was that of the extension of unemployment compensation
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benefits to workers not yet covered by the Massachusetts 
unemployment compensation system.

Currently, about 1,800,000 persons, or, roughly, 70 
per cent of the total number of employees in Massachu
setts, are covered by the state jobless benefits system.

Payments to the unemployed in 1948 in the Bay State 
totaled $50,054,412, as 244,711 different persons re
ceived benefits during the year —  averaging a weekly 
check of $23.34 during their period of total unemploy
ment and eligibility. A few persons with dependents re
ceived as high as $51 per week, but this was the exception 
rather than the rule.

Among the remaining (roughly, 30 per cent) employees 
in Massachusetts not covered by the system are the fol
lowing: an estimated 50,000 domestics; 14,000 agricul
tural workers; 69,300 federal, 23,000 state, and 107,000 
municipal employees; another 28,000 persons in non
profit organizations, including educational, scientific, re
ligious and benevolent institutions; and some 3,000 
maritime workers.

After due study of the question of coverage, the 
Commission takes the position that coverage should be 
extended immediately to persons in the following cate
gories: to the 23,000 public employees of the Common
wealth of Massachusetts; to the 107,000 municipal em
ployees in the Commonwealth’s 351 cities and towns; 
and to the 3,000-odd maritime workers not now covered 
under the law. The Commission also recommends ex
tension of coverage to the 69,300 federal workers in the 
State, when and if the federal government pays a tax to 
cover these employees.

The Commission is of the view that while 100 per cent 
coverage of employees in all occupations in the State 

| should be the ultimate and desirable goal of any unem
ployment compensation system, steps toward that ulti
mate should be taken only as the State is able to take on 
the administration of an enlarged system. In making 
the above recommendations to extend coverage to four 
new classes of workers, the Commission feels it is taking
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definite steps in the direction of 100 per cent coverage, 
and at a rate of speed consistent with safe and practical 
administration of the compensation fund.

Extension of coverage to- workers in the city and town 
governments should be made optional for the cities and 
towns to allow a choice for the Commonwealth’s munici
palities. Choice shall be made at municipal elections on 
petition of 50 registered voters as to what departments 
and divisions of municipal government shall be included 
in the employment security system. (Appendix A.)

Despite a general impression to the contrary, persons 
working for the State and local governments do suffer 
from unemployment, it has been found, and the Com
mission has found no reasons wrhy employees of state and 
local governments should not or could not be paid benefits 
under state law.

After studying closely three different methods whereby 
the State could be “ taxed”  to raise funds for payment of 
unemployment compensation benefits to state employees, 
the Commission has concluded that the straight reim
bursement method would be the best method to employ. 
Under this method, the State would pay the Division 
of Employment Security, or reimburse the Division only 
for unemployment compensation benefits paid to state 
employees. It is suggested also that the cities and towns 
which choose to cover their employees with unemploy
ment compensation benefits use the same reimbursement 
method.

This reimbursement method of payment is similar to 
the procedure used in payment of maritime workers who 
worked for the federal government during the war.

In making recommendations that state and municipal 
employees be extended compensation benefits, the Com
mission emphasizes that under the reimbursement method 
of “ taxation,”  which is recommended here, there willj.be 
no diminishing of the reserve fund. There will be no 
extra burden placed on the fund, since whatever is paid 
out in benefits will be reimbursed by the State into the 
fund.
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E x c l u sio n s .

Just who should and who should not be included in the 
coverage of the law presented an extremely difficult 
problem to the Commission, but after considerable delib
eration the Commission has concluded that all state 
employees should be covered, with the exception of the 
following groups:

Those employed as elected and commissioned officers and those 
whose selection requires approval of the Governor and Executive 
Council.

Those employed by a governmental unit on an unemployment 
work relief project, recognized as such by the Division of Employment 
Security.

A g ricu ltu ral  an d  D om estic  W o r k e r s .
The Commission found as has a federal commission 

studying extension of coverage to agricultural and 
domestic workers, that overwhelming difficulties would 
be encountered at present in administering a law to in
clude these groups. The Massachusetts law already 
covers eligible employers with only one or more persons 
today, although the federal law requires a minimum of 
eight.

M a r it im e  W o r k e r s .
In recommending jobless pay for seamen not covered 

by the system, the Commission points out that among 
those in the maritime workers group fishermen already 
are being covered, but not those seamen whose vessels 
go to distant ports or which are engaged in coastwise 
and even harbor shipping.

The Commission recognizes that there will be some 
difficulties in administering the jobless benefit set-up for 
maritime workers, —  New York is encountering diffi
culties in its administration because of the mobile char
acter of the potential claiments for benefits, —  but 
maritime employers already are paying the 3 per cent 
tax on their pay rolls to the federal government for jobless 
insurance, and their employees are not receiving unem
ployment insurance protection.
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Massachusetts is one of 12 States, some of which are 
not maritime States, which do not cover maritime workers 
employed on tugboats, coastwise and deep-sea vessels. 
The States which have not passed such laws are Arizona, 
Delaware, Maryland, Mississippi, Montana, Nevada, 
North Dakota, Rhode Island, South Carolina, South 
Dakota, and Utah, according to information received from 
the Division of Employment Security.

The coverage under the Commission’s recommendations 
would be extended to some 3,000 maritime workers, in
cluding towboat and collier personnel as well as workers 
on other vessels which ply to distant ports but which have 
their main base of operations in the Commonwealth. 
(Appendix B.)

E x p e r ie n c e  R a t in g .

One of the major issues which soon will have to be 
faced by Massachusetts and the Division of Employment 
Security is that of finances —  the balancing of the em
ployment security fund so that the inflow of taxes meets 
the outgo of jobless benefits to idle workers, and so the 
balancing of the fund can be achieved without too large 
a surplus which, the Commission has found, is not always 
conducive to prudent legislation affecting benefits.

The problem of financing has arisen this year because 
of the sudden new load of benefit requirements caused 
by the flashy period of unemployment through which the 
State is now passing. Unemployment figures rose from 
120,148 persons for the first week in January of this year 
to a leveling off period of about 126,000 in the next sev
eral weeks, until they hit 133,753 in the week ending 
March 9, rising again to 136,807 for the week ending 
March 16, and then dropping to 133,375 for the week 
ending March 23. With the increases in unemployment, 
there has been a proportionately larger total disbursement 
of benefits to idle workers.

Actually, the Massachusetts law contains very desirable 
provisions for replenishing all money withdrawn for bene
fits. Under the experience rating formula, where an em
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ployer pays taxes in proportion to the lay-offs in his busi
ness, the state’s 95,000-odd employers in the system pay 
taxes of .5 to 2.7 per cent of their total pay rolls to sup
port the fund. The amount of the tax rate depends on 
the stability of employment in individual businesses and 
its timing in relation to general stability of employment 
in the State. An employer with stable employment pays 
at a lower rate than one with less stable employment, 
and the most stable pay the .5 per cent rate. Thus, the 
experience or merit rating system provides an incentive 
to employers to keep workers on their pay rolls rather 
than laying them off permanently, for such action keeps 
their unemployment tax rate down.

For eleven years the experience or merit rating system 
of taxing employers has worked well and has supplied 
27 per cent more money than was actually needed for 
benefits over that period.

Suddenly in 1949, however, because of a combination 
of increased unemployment and increased benefit rates, 
legislated when the reserve fund was high because of peak 
employment periods, the input, or tax moneys flowing 
into the fund from the State’s employers is falling behind 
the rate of money being paid in benefits.

For the first quarter of 1949, for instance, where some 
estimated $22,327,277 in benefits were paid out from 
January 1 to March 31, there was only a return of tax 
receipts and interest thereon of $10,214,202, a difference 
of some $12,113,074, between income and outgo.

Actually, under the present experience rating taxing 
system, where the employer’s lay-off experience in the 
last three years is taken into account in computing his 
tax, this “ shrinkage”  or depletion of $12,112,074 in the 
reserve fund will be recovered in the course of the next 
several years, but not perhaps as quickly as may be de
sired to maintain the unemployment compensation fund 
in proper balance.

If the so-called leveling off period of unemployment 
which has held on through the first quarter of this year 
continues throughout 1949, some $100,000,000 in benefits
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may be paid out, while only some $50,000,000 would come 
in as tax receipts under existing formulas.

It is this situation, among others, which the recom
mendations on financing, mentioned subsequently in 
this report, seek to correct.

Another difficult and at times deceptive financial 
problem has been uncovered by the Commission. This 
is the large surplus in the unemployment compensation 
fund, built up during the peak employment years of the 
war, which has given a false sense of security and abun
dance because of its size. The surplus, which stood at 
$175,031,215 on December 31, 1948, has proved to be an 
invitation to overspending for benefits in Massachusetts, 
in the view of the Commission, which feels that the surplus 
has, in many cases, been harmful, since it encourages the 
addition of new and larger benefits without providing 
more tax receipts, either from employees or elsewhere, 
and at a time when the fund cannot stand an increase in 
benefits. The surplus is actually one which was built 
up in a peak employment period during the war years, 
and should not be used to pay larger benefits simply 
because the reserve fund, which should be used in lean 
periods under existing tax formulas, is large.

Surpluses have led to a diversion of the income of the 
system away from the 90 per cent of the 1,800,000-odd 
workers in the State and into the hands of the other 10 
per cent, a large percentage of which includes whole 
groups who have retired from the working force or labor 
market, and who will not work for a long time, and who 
depend on the State’s inability to prove they are not 
entitled to benefits.

The Commission sees no reason why the unemploy
ment compensation system should operate on a “ surplus” 
basis of financing when other departments of state govern
ment do not. It dees not lead in the direction of a prudent 
use of the fund. It provides a situation comparable to 
that of a man who has a salary of $400 per month, but 
who spends at the rate of $600 per month because he has 
a few dollars in the bank. Inevitably the reserve in the 
bank will disappear.
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Recommendations.

To diminish the character of these problems of the 
surplus on the one hand, and the sudden flashes of un
employment on the other, the Commission makes several 
recommendations, the aim of which is to make the flow 
of tax income more quickly responsive to employment 
conditions. Under the present system there is a time 
lag in the flow of money which can be corrected, the 
Commission finds.

The recommendations which the Commission makes to 
speed the flow of tax receipts —  instead of urging an 
employee tax or complete abolition of merit rating — 
are as follows:

If the Massachusetts unemployment compensation 
fund should dip to less than $50,000,000 because of a 
steady drain caused by continued unemployment, the 
four lowest rates of employer contributions or taxes 
would automatically be advanced one half of one per 
cent — the .5 per cent rate to 1 per cent; the 1 per cent 
to 1.5; the 1.5 to 2; the 2 to 2.5; and the 2.5 to 2.7. 
According to estimates from the Division of Employment 
Security, this could net as high as $13,500,000 more for 
the fund, based on 1948 conditions.

If at the end of one quarter, the fund is still below 
$50,000,000, the base for taxable wages automatically 
would be raised from the $3,000 figure now used to 
$4,200. This in itself would represent a 12 per cent 
increase in taxes on employers, and would bring in about 
$5,000,000 more annually than at present, other tax and 
merit rating factors being comparable to what they are 
now. This feature of the law would become permanent 
whenever that point of the process was reached.

If, after the expiration of another quarter, the fund is 
still below $50,000,000 because of the continued drain 
of benefits being paid out to idle workers, the three 
lowest rates of employer contributions shall again be ad
vanced automatically one half of one per cent, and the 
2.5 rate to 2.7 per cent. This also could bring in another 
$13,500,000, according to Division estimates, based on
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1948 conditions. In all, these three steps could bring in 
some $31,000,000 more than at present.

Should the fund dip below $30,000,000, the director of 
the Employment Security Division shall apply for a trans
fer of funds as provided for in Title X II of the Social 
Security Act, or take steps to borrow privately. Legisla
tion should be drafted which would authorize the State 
to borrow wherever it can for the limited purpose of pay
ing benefits, the loan to be limited to a year of estimated 
benefits, and the loan to be paid in five years.

Should the fund, after such increased rates as men
tioned above, climb back to the $60,000,000 point, then, 
after the repayment of any advance by the federal gov
ernment, the rates in the table shall again become effec
tive, and the first $4,200 paid as wages to an individual 
shall continue as the base for taxable wages.

Mr. Leo Barber of Lynn, a member of the Commission, 
while in general sympathy with giving these recommenda
tions a try, takes several exceptions to this section on 
experience rating.

T h e  St a t e -F e d e r a l  Sy st e m .
It is the view of this Commission that the present state- 

federal arrangement of the unemployment compensation 
system, where each State enacts its own law and assumes 
the responsibility for local administration, is the system 
most productive of efficiency, making for closer super
vision and for quicker processing of claims.

The federal government, under the existing relation
ship, compels a state unemployment compensation law in 
this and other States under penalty of the employers of 
the State paying a 3 per cent tax to the federal govern
ment with no value in return.

Other than a few guideposts, each state legislature may 
design its own unemployment compensation law. The 
function of the Social Security Board, although very com
plete in other welfare services, is largely limited in regard 
to unemployment compensation to that of a clearing house 
of information for the States, auditing state accounts,
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and allotting expense moneys for the state administration. 
The independence of the state legislatures from Social 
Security Board control has proven wise and has permitted 
prompt adjustments of their systems by the States to a 
wide variety of conditions and to changes in conditions.

Before the war the state unemployment compensation 
systems were in two parts administratively —  the state 
employment offices received the claims and offered jobs, 
if possible; the compensation division paid the claims. 
These two divisions were naturally complementary, each 
supplementing the other and both under one jurisdiction. 
During the war the claims-receiving and placement sec
tions were transferred to the jurisdiction of the federal 
government on loan. After the war the federal adminis
tration sought to retain control. Last year, Congress re
turned them to the States, over the opposition of the 
Social Security Board and political pressures. It is clear 
that both divisions ought to be under one jurisdiction. 
Pressures are being exerted on Congress now to transfer 
both divisions to federal control, to the U. S. Department 
of Labor, and particularly the state employment offices or 
claims-receiving stations.

On these two matters it is the recommendation of this 
Commission that the allotment of expense money for 
state administration should not be controlled by the Social 
Security Board but by the States, and that the three 
tenths of one per cent tax upon employer pay rolls, which 
goes to the general revenue of the federal government, 
and thence in part to a loan-to-states fund, is no longer 
needed as a whip to compel States to adopt state unemploy
ment compensation laws. Consequently, this tax should 
be discontinued and the States allowed to pay their own 
costs of administration. This would have avoided the 
laying off of 400 workers from the Division last year in 
this State at the very hour when the benefit load was 
rising and benefit service was needed.

The Commission is of the firm view that administra
tion of the system must stay within the jurisdiction of the 
States, even more fully than at present.
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In taking this view, the Commission is in agreement 
with the recent report on unemployment insurance from 
the Federal Advisory Council on Social Security which 
reported to the U. S. Senate Committee on Finance on 
December 28, 1948. (Senate Document No. 206, 80th 
Congress, 2nd Session.)

The Federal Advisory Council said on this question of 
the state-federal issue:

The Council has studied the present state-federal arrangements, 
and the majority approves the basic principles of the system. In the 
opinion of the majority (1) the State is the proper unit to determine 
the benefit provisions which will meet the varying conditions in 
different parts of the country; (2) state laws can assure more ade
quate benefits in highly industrialized areas; and (3) the state-federal 
program has shown over the past ten years that it is capable of making 
progress. In most States the minimums, maximums and average 
weekly payments have risen, durations have increased, waiting periods 
have decreased, and coverage has broadened.

P u blic  I n fo r m atio n .

In its visits to numerous industrial centers of the Com
monwealth, the Commission was greatly impressed with 
the spotty knowledge of the unemployment compensa
tion system.

Primarily, this problem is one of public relations and 
education. The fault does not lie with the Massachusetts 
Division of Employment Security, which, the Commission 
finds, is doing the very best it can with limited adminis
trative funds. Rather, the fault seems to lie with the 
Federal Social Security agency, which in recent years has 
consistently failed to appropriate adequate funds for the 
state administration of the system in this State. Many 
other States, including New York, have been having the 
same difficulty of drastically cut funds for administrative 
purposes.

Since establishment of the system in Massachusetts, 
employers have paid in to the federal government treasury 
about $72,000,000, representing the three tenths of one 
per cent federal unemployment tax, but the State has
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received back only about half of this amount for admin
istration.

As an example of what seems to the Commission a foolish 
curtailment of expenses, publication of the Newsletter of 
the Massachusetts Division of Employment Security 
had to be discontinued last August, 1948, because of the 
curtailment of administrative funds. The Newsletter, 
reporting on Massachusetts employment conditions, was 
issued monthly by the Division and was an extremely 
worthwhile public relations medium.

The Commission has found that not only employers 
have found the Newsletter of value because of its unbiased 
accounts of employment conditions in all parts of the 
State, but labor unions also have found it extremely 
valuable, especially as a means of explaining to members 
what employment conditions were in particular areas. 
Newspapers also made extensive use of the information 
contained in the monthly Newsletter as did legislators 
interested in the subject.

The Commission is unanimous in its opinion that means 
should be provided so that the Newsletter publication 
may be resumed. Not having the Newsletter today, when 
employment conditions are in such a state of flux, repre
sents a serious loss of unbiased, usable knowledge to the 
Commonwealth’s labor and industrial leaders, and to the 
general public as well.

Furthermore, the Commission takes the position that 
the information or public relations section of the Divi
sion’s budget should be expanded considerably.

This year, and in every new Legislature, when there 
are so many new legislators in the Massachusetts House 
of Representatives and the Senate who may not be 
thoroughly apprised of the workings of the unemploy
ment compensation system, there is need for an adequate 
informational program to inform them so they may 
answer questions of their constituents about the opera
tion of the law.

If, for instance, a constituent has been denied benefits 
because the Division simply was carrying out the law's on
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the books, both the constituent and his political repre
sentative have a right to an understandable knowledge 
of the reason why benefits were denied, or an explanation 
of the Division’s ruling, and what further recourse may 
be taken. While this knowledge can be obtained today, 
it could be made much more readily available were an 
information program allowed to function more effec
tively.

The Commission therefore recommends that means be 
provided fo r : —

1. An expanded informational program which will 
keep the Legislature, which is actually the board of 
directors of the security system’s laws, informed ade
quately about the fund — its balances, how experience 
rating operates, how and why benefits are denied, and 
the small amount of claims denied. Actually, only 2.8 
per cent of continued claims denied. All continued 
claims are subject to decision and possible denial. Even 
in relation to new claims the denials are 15 per cent. 
Twenty-nine States deny more than Massachusetts.

2. An expanded informational program which will 
permit the Division to send out more speakers on how 
the benefit system operates —  before labor meetings, 
chambers of commerce, service clubs, employers’ groups 
and other organizations.

3. An expanded informational program which will set 
up a good mail-out program for various materials — in
cluding the Newsletter and other items of information 
helpful to workers in learning about the system.

4. An expanded informational program under which 
more adequate displays and exhibits may be shown at 
the various labor and management conventions, at the 
fairs, and other mass gatherings throughout the State.

5. An expanded informational program which will 
utilize specialists in different fields —  in radio, newspaper 
work, in advertising media — to spread information of 
the program so that workers may know what their rights 
and obligations are, and what employment is avail
able.
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6. The Commission further recommends expansion of 
the research and statistics section of the Division, which 
is used constantly by the Advisory Council, by the Legis
lature, newspapers, business and labor unions for detailed 
and specific information on the condition of the fund and 
other facts.

D isq u a l if ic a t io n s .
The 40-odd bills turned over to the Commission for 

study fell into 10 convenient categories, as follows: 
coverage —■ which subject already has been dealt with 
in an earlier part of the report, disqualifications, eligibility, 
benefit formula, waiting period, appeals, experience 
rating, labor disputes, dependency benefits, and an 
omnibus section.

Turning to the issues in these bills, the Commission 
desires to present, for the benefit particularly of newer 
members of the Legislature, reasons for which a man 
may be denied unemployment compensation benefits 
under existing law:

A person is not entitled to benefits unless he meets the 
following requirements:
1. He must meet eligibility requirements:

(а) He must have earned $150 during the base period (calendar
year).

(б) He must be capable of and available for work and unable to
obtain work in his usual occupation or any other occupation
for which he is reasonably fitted.

(c) He must comply with the reporting requirement —
(1) He must register for employment.
(2) He must report each week to continue his claim.

2. He will be disqualified from receiving benefits for the following
reasons:

(а) Failure to comply with reporting requirements.
(б) Unemployed because of the stoppage of work caused by a

labor dispute.
(c) Failure to apply for suitable work when notified to do so, or

to accept suitable work when offered.
(d) For any period for which he receives —-

(1) Payments in lieu of dismissal notice.
(2) Vacation allowances.
(3) Payments for disability under the workmen’s compensa

tion law.



(e) Voluntary quittance without good cause attributable to the 
employing unit.

( /)  Discharge for deliberate misconduct in wilful disregard of the 
employing unit’s interest.

(g) Receipt of unemployment compensation under the law of any 
other State. Is not available or able to work.

(.h) Four weeks before and four weeks after childbirth, in the case 
of women.

One of the bills turned over to the Commission would 
have included as part of the unemployment compensation 
law the requirement that certain physical examinations 
and reports from a physician be obtained before benefits 
may be received. Lack of such reports would disqualify 
a man for benefits under the bill. Inasmuch as the Divi
sion currently requires satisfactory medical evidence, 
the Commission finds that no legislation is necessary in 
this case. (Senate, No. 238 of 1948.)

Two other bills studied by the Commission would 
have permitted the payment of unemployment com
pensation to an individual voluntarily on vacation. It 
is the position of the Commission that a person volun
tarily unemployed should not collect unemployment 
compensation.

The Commission generally, although not unan
imously, feels that the object of the proposed legislation 
is one which could be achieved by more studied con
sideration of contracts relating to vacations by the con
tracting parties, and without setting up a law which 
could be open to abuses, not by labor men in general, 
but by those who desire to take advantage of the system. 
The Commission, generally, but not unanimously, does 
not consider that this is subject matter for legislation.

Still another bill would have provided that an individual 
who was on the pay roll of his employer receiving payment 
in lieu of dismissal notice also would receive unemploy
ment compensation.

A payment in lieu of dismissal notice exists only when 
an employer has agreed to give his employee a notice 
before discharge, and where the employer instead of

26 HOUSE —  No. 2360. [Apr.
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giving the notice pays the individual for the period of 
notice.

This must be distinguished from termination or sepa
ration pay which does not prevent benefits. The Com
mission does not believe that an individual who is on the 
pay roll of his employer should receive unemployment 
compensation at the same time, and therefore does not 
recommend that this legislation should be adopted. 
(House, No. 1000 of 1948.)

Under existing law an individual who is once on benefits 
continues to receive them until he gets another job or 
refuses another job or becomes unable to work or until 
his benefit duration expires. In case of maternity, while 
receiving benefits, the benefits would be suspended eight 
weeks but not curtailed. Benefits would terminate also 
if a person were no longer available for work as in the case 
of those who retire on account of health or age or to bring 
up children or to care for the home or who are not actively 
seeking employment. Such retirements are numerous 
and have been receiving a substantial part of the benefit 
money. This is because the State has no wray to prove 
that they are unavailable for work except by the offer of a 
job. This offer is rarely possible, especially in periods of 
mass unemployment.

One of the measures placed before the Commission for 
consideration would have required such persons to get a 
job for ten weeks as proof of availability. Under existing 
procedures and claims, a claimant who has become dis
qualified for benefits by voluntarily quitting one employer 
can be immediately qualified for benefits by getting a 
temporary job for part of a week and then be laid off.

The ten-week provision is too drastic, the Commission 
feels. However, the present procedure for removal of 
disqualification is too lenient wherein an individual is 
only obligated to earn in any week an amount equal to or 
in excess of his benefit rate.

The Commission has found that there have been many 
abuses of this weakness in the law, chiefly among persons 
who have actually retired from the labor market. A
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common practice is for these people to quit a particular 
job, which quitting disqualifies them from benefits, and 
then to take a temporary job for only a week or so from 
which they are conveniently laid off, possibly with the 
knowledge and collusion of the employer, or which, being 
a temporary job, results in a lay off, and then they begin 
to receive unemployment benefits.

The Commission feels this loophole in the law should be 
plugged, and recommends that in order to remove such 
disqualification an individual should earn in employment | 
an amount equivalent to five times the weekly benefit rate 
which the claimant would otherwise collect if totally 
unemployed.

To illustrate: If an unemployed individual’s weekly 
benefit rate is $10 according to the formula incorporated 
in the present law, he would, under the Commission’s 
recommendation, be required to earn $50 before removing 
the disqualification. If his weekly benefit rate is $25 he 
would have to earn $125 before removing the disqualifi
cation. (Appendix C.)

Su sp e n sio n s .

Under existing law a person who is discharged for mis
conduct is disqualified from receiving benefits for the 
period of unemployment resulting from such discharge.
As a matter of interpretation in administering the law, 
the question involved is, “ Is the person unemployed?”
The present practice is to disqualify an individual whether 
he is discharged or suspended because he is unemployed.

One of the measures placed before the Commission 
would include suspensions in addition to discharge, so 
that an individual who was discharged or suspended under 
conditions shown to be attributable solely to deliberate | 
misconduct in wilful disregard of the employing unit’s 
interest would be disqualified from receiving benefits.

After careful consideration of this legislation the Com
mission, recognizing it to be advisable to eliminate any 
possibility of misinterpretaion of law, recommends that
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an amendment including suspensions for this cause as a 
reason for disqualification for benefits be written into law. 
(Appendix C.)

E l ig ib il it y .

Under existing law a person must be capable of and 
available for work and unable to obtain work in order to 
receive unemployment compensation benefits. One meas
ure placed before the Commission would have amended 
the law so that a person must have “ by active solicitation” 
sought to obtain work in order to become eligible for 
benefits.

The Commission has carefully considered the provisions 
suggested (in Senate, No. 240 of 1948) which would add 
the words that a person must “ by active solicitation”  
seek to obtain work.

This is the court’s interpretation of the law already, 
as quoted below, and does not need to be re-legislated, 
but does need to be known to the public and does need to 
be enforced.

This interpretation is confirmed by a recent decision of 
the Massachusetts Supreme Judicial Court (Merritt L. 
Farrar v. Director of the Division of Employment Se
curity) which states in part:

The employee must be able and available for work and ready and 
willing to obtain suitable employment. He must act in good faith 
and make a reasonable effort to secure such employment of a kind which 
he is qualified by experience and training to perform. H e cannot with
draw from the labor market but must remain in  that market seeking em
ployment in order to remain eligible for benefits. That means more than 
waiting for a job to seek him out. Benefits are never to be considered as 
inducements for idleness.

On the other hand, benefits are not to be denied simply because an 
employee has not become re-employed. To do so would thwart the 
beneficent purpose of the law to furnish something by way of reim
bursement to a limited extent to one who has sustained a loss of wages 
because of the inability of industry to furnish steady employment. 
Reasonable opportunity to secure employment diminishes with the 
wane of industrial production. One is not to be deprived of benefits 
if he is compelled to remain idle simply because there are not enough 
jobs for all those who are able, ready and willing to work. The mental
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attitude of the employee must also be considered. Where the condi
tion of the labor market is such as to afford him a fair opportunity to 
choose between going to work and remaining idle, he is bound by his 
choice. Of course, one may independently of the employment com
pensation law seek such work as he desires to perform or he may refuse 
to accept any employment at all for reasons deemed by him to be 
sufficient, but when he becomes an applicant for unemployment 
benefits he must comply with the provisions of the law in order to be 
entitled to receive pa3unents of benefits. One practical test for avail
ability for work is the action of the employee in accepting or refusing 
a job that comes within the provisions of the employment security law 
as a suitable job. The employee cannot without good cause refuse to 
accept suitable employment and claim benefit payments, but his right 
to the payment of benefits is unaffected by his refusal when the work 
offered is unsuitable in the light of all the existing circumstances. 
Pacific Mills v. Director of the Division of Employment Security, 
322 Mass. 345, 350. . . .

W a itin g  P e r io d .
After consideration of the provisions incorporated in 

four bills placed before the Commission (House, Nos. 741, 
758, 1462, and Senate, No. 222, all of 1948) and which 
all refer in whole or in part to the elimination of the one- 
week waiting period now in effect, the Commission finds 
that to eliminate the waiting period would bring a tre
mendous increase in benefit costs and an unwarranted 
drain on the fund.

It was the original thought of the Legislature in pro
viding this one-week waiting period that the individual 
in continuous employment should be able to provide for 
himself for at least one week of unemployment. The 
waiting period has already been reduced from four weeks.

The Commission does not recommend that the waiting 
period be abolished, since costs of such an action would 
be prohibitive.

Another measure before the Commission (House, 
No. 1271 of 1948) would have imposed a requirement of | 
an unemployed individual serving a waiting period for 
each period of unemployment. This was aimed to prevent 
prolonged staggered employment of the type which ac
tually fosters unemployment. Consideration of this 
legislation immediately reveals that many individuals
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would be inequitably affected if such legislation were 
enacted by denying them benefits even though they are 
not in any way connected with any staggered employ
ment system but legitimately unemployed because of 
seasonal unemployment. The Commission does not 
recommend this legislation.

A p p e a l s .

Another measure before the Commission would have 
required by law that the Board of Review shall hold its 
hearings within thirty days after the filing of application 
for review.

The Commission finds that the Board of Review is, 
generally speaking, holding its hearings within thirty 
days after the filing of applications for review.

Delay in announcement of decisions by the Board is 
caused not by late actions of the Board, but rather by 
lack of stenographic help to transcribe the decisions and 
make them available. This situation is caused (1) by lack 
of funds for administration, and (2) lack of availability 
of personnel at wages which the State is willing to pay.

The Commission believes emphatically that there 
should be as little delay as possible, and that any one 
who is unemployed should have as fast a settlement of 
his case and claim as is humanly possible to quiet his 
fears of family funds being cut off by unemployment. 
The fault lies with the curtailment of administrative 
funds from Washington, in this as in several of the other 
administrative complaints. Adoption of the bill would 
remedy neither of the causes.

B e n e f it  F o r m u l a .

There were nine bills placed before the Commission 
which would increase or decrease the amount of benefits a 
claimant could receive. At present a person may receive 
up to $25 a week in benefits, depending on the amount 
of his wages, plus $2 for each dependent child per week, 
for a period of up to twenty-three weeks.
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Because of the rapid rate at which the fund is diminish
ing at present, the Commission takes the position that it is 
perhaps the more provident course now not to make any 
recommendations on the majority of these suggested 
bills. Already the unemployment compensation system 
in Massachusetts, considered the most liberal in the 
country, provides a 67 per cent of wages insurance con
cept, up to the $25 maximum in benefits. This is very 
liberal, in comparison to the benefit rates in other States. 
All factors of the Massachusetts law considered, including 
the dependency allowance provisions, Massachusetts 
is second to none in liberality. It is for that reason, 
since benefits are so high now, that the Commission 
does not recommend any increase in the benefit formula 
at present. Benefits in Massachusetts, which have 
reached maximums high above other States in the country, 
have increased 120 per cent in the past ten years.

To increase benefits at this time, when the drain on 
the fund is increasing, or to change the benefit formula 
when the Division is in the throes of meeting new un
employment conditions with a curtailed staff, would 
not be in the interests of efficient and practical adminis
tration or speedy payment of claims.

The Commission does make one recommendation on 
the question of eligibility for payments, however. Cur
rently, the law requires base period earnings of $150 
before a person may receive unemployment compensation.

With a view to keeping the fund more intact for the 
large group of steadily employed persons, comprising 
about 90 per cent of the State’s workers who have not, 
generally, been applying for compensation benefits until 
recent months, the Commission recommends that the 
claimant be required to have earned $300 in his base 
period before he can be considered as eligible to receive 
benefits. Labor groups on the Massachusetts Advisory 
Council and elsewhere have, generally, been in favor of 
such an increase in eligibility standards so as to funnel 
payments to more deserving members of the labor market. 
A person who does not earn $150 in a whole calendar
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year definitely is not in the labor market. Even the 
increase which the Commission recommends will screen 
out only seven tenths of one per cent of the claimants 
above the present 3 7/ 10 now screened out. This still 
leaves Massachusetts rejecting on account of eligibility 
the smallest proportion of claimants in any State, and 
reserves the fund for a greater portion of the sincere idle 
workers who are not interested in taking advantage of 
the program. Legislation for the foregoing section is 
recommended in Appendix C.

L a b o r  D is p u t e s .

At least six measures placed before the Commission 
dealt in whole or in part with payment of unemployment 
compensation benefits to strikers or those affected by a 
strike or work stoppage.

The Commission takes the position that unemployment 
compensation payments should not be used to finance a 
strike against an employer who is actually paying for 
those unemployment benefits in taxes.

Since the Commission feels such payments would be a 
violation of the principle of the unemployment compen
sation law it makes no recommendations on these bills. 
The Commission has been able to find no satisfactory 
solution to the extremely difficult questions of grade and 
class raised in connection with these bills, and rather 
than recommending laws in which there might be loop
holes, not for the sincere union member, but for the un
scrupulous, the Commission recommends further study 
on this issue.

D e p e n d e n c y  A l l o w a n c e s .

Generally speaking, the Commission believes that the 
sections of the law affecting dependency allowances 
(which permit payment of $2 per week for each dependent 
child), are still too new to make changes in them, and 
their operation should be observed for a longer period of 
time.
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There were those on the Commission who believed 
there should be an 80 per cent of wages limit on benefits 
which are often swelled up to 100 per cent of wages be
cause of the dependency allowances, but the Commission 
is making no recommendations along this line for the 
present.

Only four other States or jurisdictions have dependency 
allowance provisions in their unemployment compensa
tion systems, —  Connecticut, Michigan, Nevada, and 
the District of Columbia. The basic weekly maximum 
benefits for these States are Connecticut, $24; Michigan, 
$20; Nevada, $20; District of Columbia, $20; and Mas
sachusetts, $25.

The highest weekly benefits a person can receive with 
the dependency benefit clauses in operation are as fol
lows: Connecticut, $36; Michigan, $28; Nevada, $26; 
District of Columbia, $20; while Massachusetts has 
only the limit of 100 per cent of wages which is no limit 
at all. It leaves Massachusetts without any control on 
the amount a person may receive in dependency allow
ances other than the number of children and the aggre
gate of $576.

SUMNER G. WHITTIER. 
W ILFRED  L. CONNELL. 
PHILIP M . MARKLEY. 
JOHN E. TROY, Jr.
LEO F. BARBER.
ROYAL PARKINSON.
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STATEMENT OF REPRESENTATIVE EARLE 
S. BAGLEY.

Due to illness in my family during the period hearings 
on the foregoing subject matter were being held, I was 
precluded from attending the same. I therefore am not 
in possession of sufficient knowledge to enable me to 
concur with or disagree with the findings and recom
mendations of the Committee.

EARLE S. BAGLEY.
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T able II. —  Number of Employing Establishments filing Re
ports under M assachusetts Employment Security Law in 
1947 — by M ajor Industry Groups.

Total, All I n d u s t r i e s ..............................................   95,995

Agriculture, forestry and fisheries.................................................................771
M i n i n g ................................................................................................................H I

C o n s tr u c t io n ................................................................................................... 8,662
15 Building construction —  general contractors . . . 1,875
16 General contractors, other than building . . . .  560
17 Construction ■—  special trade contractors . . . .  6,227

M anufacturing.................................................................................................12,074
19 Ordnance and a c c e s s o r ie s ........................................................ 9
20 Food and kindred p rod u cts..............................................................1,152
21 Tobacco m anufactures............................................................................ 44
22 Textile —  mill p r o d u c t s .................................................................784
23 Apparel and other finished products made from fabrics

and similar m a t e r i a l s ..............................................................1,528
24 Lumber and food products (except furniture) . . . 557
25 Furniture and fix tu r e s .......................................................................... 532
26 Paper and allied p r o d u c t s .................................................................379
27 Printing, publishing, and allied industries . . . 1,227
28 Chemicals and allied p r o d u c t s ........................................................514
29 Products of petroleum and c o a l ..........................................................25
30 Rubber p r o d u c t s ....................................................................................105
31 Leather and leather p r o d u c t s .................................................... 1,134
32 Stone, clay, and glass p r o d u c ts ....................................................... 290
33 Primary metal i n d u s t r i e s .................................................................299
34 Fabricated metal products (except ordnance, machinery,

and transportation e q u i p m e n t ) ..............................................872
35 Machinery (except e l e c t r i c a l ) .................................................... 1,093
36 Electrical machinery, equipment, and supplies . . . 257
37 Transportation e q u ip m e n t................................................................. 159
38 Professional, scientific, and controlling instruments;

photographic and optical goods; watches and clocks . 202
39 Miscellaneous manufacturing industries . . . .  912

Transportation, communication, and utilities . . . .  3,655
41 Street, suburban, and interurban railways and city and

suburban bus l i n e s ............................................................................ 52
42 Trucking and/or warehousing for hire . . . .  2,236
43 Other transportation, except water transportation . . 949
44 Water tra n sp o rta tio n ............................................................................ 49
45 Services allied transportation, not elsewhere classified . 200
46 Communication: telephone, telegraph and related serv

ices ........................................................................................................ 27



48 Utilities: electric and g a s .................................................................... 96
49 Local utilities and local public services, not elsewhere

c l a s s i f i e d ..............................................................................................000

Wholesale and retail t r a d e ..................................................................... 41,448
50 Full-service and limited —  function wholesalers . . 5,784
51 Wholesale distributors, other than full-service and

limited —  function w h o l e s a l e r s ............................................2,329
52 Other wholesale and retail tra d e ...........................................794
53 Retail general m erchandise...................................................1,173
54 Retail food (includes liquor s t o r e s ) ................................8,511
55 Retail autom otive..................................................................... 1,550
56 Retail apparel and a c c e s s o r ie s ......................................... 2,898
57 Retail trade, not elsewhere classified................................8,870
58 Eating and drinking p la c e s ...................................................7,113
59 Retail filling s t a t i o n s ............................................................2,426

Finance, insurance, and real e s t a t e ..................................................... 7,377
60 Banks and trust companies .........................................................605
61 Security dealers and investment banking . . . .  252
62 Finance agencies, not elsewhere classified . . . .  549
63 Insurance carriers....................................................................... 269
64 Insurance agents and b r o k e r s ......................................... 1,074
65 Real estate dealers, agents and brokers . . . .  4,044
66 Real estate, insurance, loans, law offices: any combina

tion ........................................................................................................540
67 Holding companies (except real-estate holding com

panies) ..........................................................................................................44

Service . .  21,497
70 Hotels, rooming houses, camps, and other lodging places 1,063
72 Personal s e r v ic e s ................................................................................. 6,078
73 Business services, not elsewhere classified . . . .  1,824
74 Employment agencies and commercial and trade schools 161
75 Automobile repair services and garages . . . .  1,816
76 Miscellaneous repair service and hand trades . . . 1,106
78 Motion p i c t u r e s ..................................................................................... 357
79 Amusement and recreation and related services, not

elsewhere c la s s if ie d ............................................................ 1,066
80 Medical and other health s e r v i c e s ................................3,801
81 Law offices and related se rv ic e s ..........................................1,830
82 Educational institutions and agencies . . . . 188
83 Other professional and social-service agencies and insti

tutions ........................................................................................................424
86 Non-profit membership organizations . . . . 1,783

Establishments, not elsewhere c l a s s i f i e d ................................................400
U n c la s s ifie d ...............................................  . . .  -
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PROPOSED LEGISLATION.

A p p e n d i x  A .

Cftc Commontuealtl) of e^asoaclwsetts

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

A n  A ct  p e r m it t in g  t h e  in s u r a n c e  op  e m p l o y e e s  of

THE COMMONWEALTH AND POLITICAL SUBDIVISIONS 

THEREOF ON AN ELECTIVE BASIS UNDER THE EMPLOY

MENT SECURITY LAW.

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

1 Se c t io n  I . Chapter 151A of the General Laws is
2 hereby amended by striking out section 6 (/) and
3 inserting in place thereof the following:
4 (/) Service performed in the employ of a state, or
5 any political subdivision thereof, or any instru-
6 mentality of any one or more of the foregoing which
7 is wholly owned by one or more states or political
8 subdivisions; and any service performed in the employ
9 of any instrumentality of one or more states or political

10 subdivisions to the extent that the instrumentality
11 is, with respect to such service, immune under the
12 constitution of the United States from the tax imposed
13 by section sixteen hundred of the Federal Internal
14 Revenue Code, or any acts in addition thereto and
15 amendments thereof; provided, that the term em-
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16 ployment shall include services performed by an
17 individual for the commonwealth of Massachusetts
18 unless said individual has been elected or is a com-
19 missioned officer and whose election requires approval
20 of the governor and executive council; or who is
21 employed by the commonwealth on a work relief
22 project recognized as such by the director of the
23 division of employment security; and provided,
24 further, that the term “ employment” shall also
25 include services performed by an individual for any
26 political subdivision of the commonwealth if said
27 political subdivision has elected subjectivity as pro-
28 vided in section 15 (/)  of this chapter.

1 Se c t io n  2 . Chapter 151A of the General Laws is

2 further amended by inserting after section 15 (d)
3 the following:
4 (e) In lieu of contributions required of employers
5 liable for contributions under this chapter, the com-
6 monwealtli of Massachusetts shall pay into the fund
7 an amount equivalent to the amount of benefits
8 paid to claims who during the applicable base period
9 were paid wages by the commonwealth of Massa-

10 chusetts. If a claimant during such base year was
11 employed by both the commonwealth and other
12 employers liable for contributions the common-
13 wealth shall pay into the fund an amount equivalent
14 to such ratio of the benefits paid which equals the
15 ratio which wages paid to the claimant by the common-
16 wealth in the base period bears to wages paid to him
17 by all employers liable for contributions in such year.
18 1. The amount of payments required under this
19 section into the fund shall be ascertained by the
20 director as soon as practicable after the end of each
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21 calendar year or each benefit year, or any other
22 shorter period and shall be payable from the general
23 funds of the commonwealth, except as provided
24 hereafter.
25 2. If a claimant to whom benefits were paid was
26 paid wages by the commonwealth of Massachusetts
27 during the base period from a special or administrative
28 fund provided for by law, the payment into the fund
29 shall be made from such special or administrative
30 fund with the approval of the commissioner on Ad-
31 ministration and finance.
32 3. The payments by the commonwealth or any
33 political subdivision thereof into the fund shall be
34 made at such times and in such manner as the director,
35 with the approval of the commissioner on administra-
36 tion and finance may determine and prescribe.

1 Se c t io n  3. Chapter 151A of the General Laws is
2 further amended by inserting after subsection 15 (e)
3 the following: —
4 (/) Upon petition of not less than fifty registered
5 voters in any city or town duly certified by the regis-
6 trars of voters and filed with the secretary of state
7 not less than thirty days before any municipal or
8 town election, which petition shall set forth the
9 workers and the departments to which insurance under

10 the Massachusetts employment security law shall be
11 extended, the secretary of state shall cause to be
12 printed upon the official ballot to be used in any such
13 city or town at such municipal or town election the
14 following question: —  “ Shall insurance for unemploy-
15 ment as provided in Chapter 151A, the Massachusetts
16 Employment Security Law, be extended to employees
17 of the following departments of the city
18 or town of ?”
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19 Any municipal corporation or political subdivision
20 of the commonwealth having elected to insure any of
21 its workers may elect to become liable for payments
22 in lieu of contributions under this section as of the
23 first day of any year by filing with the director a
24 notice of such election, provided such notice is not
25 filed later than the last day of the benefit year pre-
26 ceding the benefit year in which coverage is to com-
27 mence. Such notice for coverage shall clearly specify
28 the classes of employees to be included in said coverage.
29 Any municipal corporation or other political sub-
30 division of the commonwealth which has elected to
31 become liable for payments in lieu of contributions
32 required of employers liable for contributions under
33 this chapter shall pay into the fund an amount equiva-
34 lent to the amount of benefits paid to claimants who
35 during the applicable base year were paid wages by
36 such municipal corporation or other governmental
37 subdivision. If a claimant during such base year was
38 employed by both such municipal corporation or other
39 governmental subdivision and other employers liable
40 for contributions or for payments in lieu of contribu-
41 tions such municipal corporation or other govern-
42 mental subdivision shall pay into the fund an amount
43 equivalent to such ratio of the benefits paid which
44 equals the ratio which wages paid to the claimant by
45 such municipal corporation or other governmental sub-
46 division in the base year bears to wages paid to him
47 by all employers liable for contributions or for pay-
48 ments in lieu of contributions in such year.
49 1. The amount of payments required under this sec-
50 tion into the fund shall be ascertained by the director
51 as soon as practicable after the end of each quarter, or
52 any other period. The payments by such municipal
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53 corporation or other governmental subdivision into
54 the fund shall be made quarterly or at such times and
55 in such manner as the director may determine and
56 prescribe.
57 2. If any municipal corporation or other political
58 subdivision of the commonwealth shall fail to make
59 any of the payments required by this section within
60 thirty days after the submission of a statement setting
61 forth the amount of such payment by the director, the 4
62 election of such municipal corporation or other govern-
63 mental subdivision to become liable for payments in
64 lieu of contributions may be cancelled by the director.
65 No benefits shall be paid based on wages paid by such
66 municipal corporation or other governmental subdivi-
67 sion after notice of such cancellation has been given.

1 Se c t io n  4. Chapter 151A of the General Laws is
2 hereby further amended by adding after section
3 14 (6) (5) the following: —
4 (a) For the purpose of this section, benefits paid
5 and reimbursed to the fund as provided in section
6 15 (/), and wages paid by the commonwealth or po-
7 litical subdivision thereof, shall not be used in estab-
8 lishing the “ state experience factor.”

1 S e c t io n  5. Chapter 151A of the General Laws is
2 hereby amended by adding after section 28 the fol-
3 lowing: —-
4 (a) Wages earned for services performed by an em-
5 ployee of the commonwealth of Massachusetts or any
6 political subdivision thereof shall not be included in
7 computing benefits under this chapter when said em-
8 ployee has retired from active service and is receiving
9 retirement pay or a pension under the provisions of 

10 chapter thirty-two of the General Laws.
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A p p e n d i x  B .

Ciit  Commontoealt!) of ^ a $ 0acfjusett0

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

A n  A c t  to e x t e n d  th e  co verag e  of th e  em plo y 
m e n t  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 Se c t io n  1. Chapter 151A  of the General Laws is
2 hereby amended by striking out section 6 (c) and
3 substituting therefor the following:
4 (c) Services performed on or in connection with a
5 vessel not an American vessel by an individual if the
6 individual is performing services on or in connection
7 with such vessel when outside the United States, or
8 services performed by an individual in the catching,
9 taking or harvesting of fish on a vessel of less than

10 ten net tons provided that the term “ employment”
11 shall include any service of whatever nature performed
12 by an individual for an employing unit on or in con-
13 nection with an American vessel under a contract of
14 service which is entered into within the United States
15 or during the performance of which the vessel touches
16 at a port in the United States if such individual is
17 employed on or in connection with such vessel outside
18 of the United States, and provided such service is
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19 performed on or in connection with the operation of
20 an American vessel operating on the navigable waters
21 within or within and without the United States and
22 such operations are ordinarily and regularly super-
23 vised, managed, directed and controlled from an
24 operating office managed by an employing unit in this
25 commonwealth.

1 Se c t io n  2. Chapter 151A is further amended by
2 adding at the end of section 1 the following
3 subsection: —-
4 (t) American Vessel. —  The term “ American
5 vessel”  as used in this chapter means any vessel
6 documented or numbered under the laws of the
7 United States; and includes any vessel which is
8 neither documented or numbered under the laws of the
9 United States nor documented under the laws of

10 any foreign country, if its crew is performing services
11 solely for one or more citizens or residents of the
12 United States or corporations organized under the
13 laws of the United States or of any state.
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A p p e n d i x  C .

€&e Commontoealti) of ^assacfiusetts

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

A n  A c t  clarify in g  c e r ta in  pro visio n s  of th e  e m 
plo y m e n t  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 is
2 hereby amended by adding after subsection 25 (e) (2)
3 the following paragraph: —
4 For the purpose of this subsection, “ the period of
5 unemployment next ensuing”  shall continue until
6 such time as the claimant has re-attached himself
7 to the labor market and has earned in employment,
8 whether or not subject to this chapter, earnings
9 equivalent to five times the weekly benefit rate to

10 which he would have been otherwise entitled under
11 the provisions of subsection twenty-nine (a).

1 Se c t io n  2. Subsection 25 (4) (e) (2) of chapter
2 151A is amended by striking out said subsection and
3 substituting therefor the following: —
4 (2) By suspension or discharge shown to the satis-
5 faction of the director to be attributable solely to



6 deliberate misconduct in wilful disregard of the
7 employing unit’s interest.

1 Section  3. Subsection 24 (a) of chapter 151A is
2 amended by striking out said subsection and sub-
3 stituting therefor the following : —
4 (a) Have been paid wages in his base period of
5 not less than three hundred dollars.
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A p p e n d i x  D .

C&e Commontoealti) of 0@agsacf)U0etts

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

A n A c t  to  e x t e n d  t h e  c o v e r a g e  o f  t h e  e m p l o y m e n t

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 Se c t io n  1. Section 14 of chapter 151A of the Gen-
2 eral Laws is hereby amended by striking out the first
3 paragraph thereof and inserting in place thereof the
4 following:—•
5 Section 14- Each employer shall make contributions
6 for each year at the applicable rate as set forth in this
7 section on so much of his pay roll as is subject to this
8 chapter; provided, that for the purposes of this sec-
9 tion the term “ wages”  shall not include that part of

10 the remuneration which, after remuneration equal to
11 three thousand dollars has been paid to an individual
12 with respect to employment during any calendar year;
13 provided, further, however, that if and when by act
14 of Congress section 1607 (6) (1) of the Internal Rev-
15 enue Code is amended to include more than three
16 thousand dollars as taxable wages, any and all wages
17 deemed taxable under the Internal Revenue Code
18 shall become liable to contributions under this section.
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1 Section 2. Section 14 is further amended by strik-
2 ing out subsection (d) and substituting therefor the
3 following: —
4 (d) If the unemployment compensation fund avail-
5 able for benefits becomes less than fifty million dollars,
6 effective on the due date next succeeding, the four
7 lowest rates of employer contributions shall be ad-
8 vanced one half of one per cent, and the 2.5 per cent
9 advanced to 2.7 per cent. After the expiration of one

10 quarter, if the unemployment compensation fund is
11 still below fifty million dollars, taxable wages as de-
12 fined in this section shall include the first forty-two
13 hundred dollars paid as wages to an individual. After
14 the expiration of another quarter, if the unemploy-
15 ment compensation fund is still below fifty million
16 dollars the three lowest rates of employer contributions
17 shall be advanced one half of one per cent, and the
18 2.5 per cent advanced to 2.7 per cent. If such un-
19 employment compensation fund reaches below thirty
20 million dollars and if on the July first preceding that
21 date the balance in the unemployment compensation
22 fund does not exceed a sum equal to the total contribu-
23 tions deposited in the fund during that one of the two
24 calendar years next preceding such date in which such
25 deposits were higher, the director of the division shall
26 apply for a transfer of moneys as provided for in
27 Title X II  of the Social Security Act. Should such
28 unemployment compensation fund after such increased
29 rates, and as otherwise provided in this section, have
30 caused the fund to again rise to sixtjr million dollars
31 after the repayment of any advance by the federal
32 government, effective the due date next succeeding,
33 the rates in the table shall again become effective, and
34 the first forty-two hundred dollars paid as wages to an
35 individual shall continue as taxable wages.
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A p p e n d i x  E .

eòe Commontoealti) of QDassacfnisetts

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

R esolve  p r o v id in g  f o r  t h e  r e v iv a l  a n d  c o n t in u a n c e

OF THE SPECIAL COMMISSION ESTABLISHED TO STUDY 

AND INVESTIGATE THE EMPLOYMENT SECURITY LAW, AND 

INCREASING THE MEMBERSHIP OF SAID COMMISSION.

1 Resolved, That the special commission established
2 by chapter seventy-seven of the resolves of nineteen
3 hundred and forty-eight to investigate and study pro-
4 visions of chapter one hundred and fifty-one A of the
5 General Laws, known as the employment security
6 law, is hereby revived and continued for the purpose
7 of continuing said study and investigation, particu-
8 larly the matter of current unemployment as affecting
9 the operation of said law. The membership of said

10 commission is hereby increased by the addition thereto
11 of a member of the senate to be designated by the
12 president thereof, one member of the house of repre-
13 sentatives to be designated by the speaker thereof,
14 and one person to be appointed by the governor.
15 Said commission shall hold hearings, shall be provided
16 with quarters in the state house or elsewhere, and
17 may expend for expenses and legal, clerical and other
18 assistance such sum as may hereafter be appropriated
19 therefor, together with the unexpended balance of the
20 amount appropriated by item 0202 of section two of
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21 chapter six hundred and ninety-nine of the acts of
22 nineteen hundred and forty-eight. Said commission
23 shall report to the general court the results of its in-
24 vestigation and study, and its recommendations, if
25 any, together with drafts of legislation necessary to
26 carry its recommendations into effect, by filing the
27 same with the clerk of the House of Representatives
28 not later than the first day of December in the current
29 year.


