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April 8, 1959

To the General Court of Massachusetts

As required under the provisions of Chapter 157 of the Resolves
of 1958, the State Advisory Council has carefully considered,
studied and evaluated the subject matters of House 638, relative to
improving the benefits under the Massachusetts Employment Se-
curity Law; House 1312, relative to correcting certain abuses under
the Massachusetts Employment Security Act; House 1640, relative
to increasing unemployment compensation benefits payable to
recipients thereof with dependent children; and House 3235, rela-
tive to extending the benefits of the employment security law to
certain unemployed during negotiations in any labor dispute, and
reports as follows:

House 638 An Act to improve the benefits under the Massa-
chusetts Employment Security Act.

The Council recognizes that unemployment compensation is the
first line of defense against a recession. The primary objective of
the program is to bridge the gap between jobs for people who are
legitimately in the labor market so that the loss of income from the
loss of jobs is cushioned by the receipt of unemployment compensa-
tion insurance. Benefits should be high enough so that unwar-
ranted hardships do not occur. The Council’s recommendations
have always been based on a short-range insurance principle of a
sound unemployment compensation insurance program and not a
welfare concept. The Council is in unanimous agreement that the
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maximum rate should be increased because the present maximum
benefit rate is inadequate in relation to the average weekly wage
existent today.

House 638 of 1958 would make two major changes in the present
benefit schedule: (1) it reduces the amount of earnings in the high
quarter now necessary for the $23.00 to $35.00 weekly rates;
and (2) increases the maximum benefit rate from $35.00 to $40.00.

In considering the impact of the proposed increased costs that
would be imposed by this bill, it is mandatory for the Council to
follow the provisions of Section 62 of Chapter 151 A of the General
Laws which say, in part:—“Said reports (of the Council) 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.”

In addition the Council is charged with the responsibility: —“lt
(the Council) shall promote as far as possible the regularization of
employment within the Commonwealth.”

Therefore, the following report on the proposal to increase bene-
fits is based on the need for adequate benefits for those actually
attached to the labor market while at the same time giving consid-
eration to the competitive position of business and industry to
protect the jobs of the workers.

The costs of increasing benefits, or any other changes, should
never be applied to any single year of either great or small benefit
payments —but to an average year. The Council’s reports of
1956-57-58 indicate that 1957 was an average year. In 1957 income
was $73,742,487, benefit payments were $75,403,570 and average
employers’ tax rates 1.5% competitive as compared to the national
average of 1.3%.

House 638 would add approximately $4,250,000 to benefit pay-
ments in such an “average” year and thus increase costs beyond
the income possible under competitive rates. Furthermore, the
amendments of 1958 to Section 25(e) will add substantial costs.
Because of the recent change in this section actual cost figures are
not presently available.

The Council recommends that the present subsection 25(e) be
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amended by adding the words “attributable to the employing unit
or its agent” after the word “cause” appearing in phrase (1) in the
first sentence of said subsection, so as to read “(1) voluntarily with-
out good cause attributable to the employing unit or its agent.”

The Council believes, however, that if certain adjustments in the
law are made as the Council herein recommends, maximum weekly
benefits can be increased without taking away any present benefits
from those actually attached to the labor force.

The previous studies of the Council submitted to the Legisla-
ture showed that the various provisions of law affecting benefit
payments, other than subsection 29(a) which sets the weekly
benefit amount, are generally more liberal than any other State.
In the past, because of these increased costs to the Fund without
adequate financing provisions, it has not been possible to increase
weekly benefits and keep the Fund solvent.

The Council has studied every section of the law relating to
eligibility, disqualifications, dependency allowances and deductions
for partial earnings to find areas in which savings could be made to
offset additional costs. The following recommendations will finance
the proposed increase from $35.00 to $40.00 as proposed in House
638 (and as contained in House 725 of 1959) and still allow Massa-
chusetts workers rights equal to or in excess of those of any other
State.

1. Eligibility
Add to the present requirement of $5OO. earnings in the base

year a provision that an individual must have had some employ-
ment in at least 20 weeks of the 52 weeks in the base year. It
should be noted that the Council does not recommend any specific
amount of earnings in any of the 20 weeks. Estimated savings
$4,700,000.

2. Disregard Earnings in Weeks of Partial Unemployment
Disregard the first $7.00 earned in partial employment instead

of the present $lO.OO.

According to the latest available records, the $7.00 deduction is
equal to or greater than that of any competitive State. Estimated
savings $2,000,000.
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The Council believes that the adoption of these two recommenda-
tions will finance the proposed increase in weekly benefits under
competitive tax rates.

The Council is of the opinion that the above suggested method
of financing a maximum weekly amount is truly equitable and
obviously necessary. The only alternatives left are increased taxes

either re-imposition of employee taxes or increase of employer
taxes. The Council does not recommend the re-imposition of em-
ployee taxes at this particular time and neither does it recommend
an increase of the taxes of employers. It is the employer’s product
which competes on the open market and not the employer. To
increase the cost of production by taxation increases sales resist-
ance and impairs sales. To protect job opportunities in this Com-
monwealth the products’ competitive positions must be maintained.

House 1312 An Act relative to correcting certain abuses under
the Massachusetts Employment Security Act.

This legislation makes it illegal for anyone to solicit the business
of an employer to represent him in matters involving claims for
unemployment insurance. The law already makes it illegal for
anyone to solicit the business of a claimant and is designed to allow
for appeals and hearings which will not involve prohibitive costs.

The Council is of the opinion and strongly urges that the pro-
hibition should be applied equally to the solicitation of business of
employers as it is to that of claimants. The law does not and will
not deny either party the opportunity of being represented, but the
solicitation of the business of either party is an entirely different
subject matter and should be discouraged. The Council recom-
mends the enactment of this legislation.

Home 161/-0 An Act relative to increasing unemployment com-
pensation benefits payable to recipients thereof with dependent
children.

House 1640 calls for an increase in the dependency allowance
amount provided for in subsection 29(a) of Chapter 151 A of the
General Laws from the present amount of $4.00 to $6.00.

The Advisory Council has always been of the opinion that using
dependency allowances as a yardstick of measurement to establish
the adequacy of benefits to which a claimant for unemployment
insurance may be entitled is improper. This opinion is based on
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the fact that a relatively small percentage of claimants qualify for
such dependency allowances 20.4% in the year 1957, and that
to use this method to increase total benefits is discriminatory to
the remaining 79.6% of the labor force.

It is legislation of this nature that has, over a number of years,
provided increased benefits for special groups of the unemployed
thus preventing more adequate unemployment benefits for those
actually attached to the labor force and for whose benefit this un-
employment compensation law was enacted and intended. To in-
crease the dependency allowance amount at this time would tend
to aggravate an already inequitable situation.

The Massachusetts law is the most liberal of the eleven States
that pay dependency allowances in that there is no limitation on
the number of dependents for which allowances may be claimed.
The only limitation in the Massachusetts law is that the basic
weekly benefit amount plus the dependency allowances cannot ex-
ceed 100% of the average weekly wage earned by the claimant in
his base period.

In the year 1956 the total amount of dependency allowances paid
was $1,980,000. In the year 1957 a total of $3,883,754 was paid. In
the year 1958 the total cost of dependency allowances rose to
$9,546,635.

As has been already stated, the Advisory Council considers the
year 1957 as an average year and if the dependency allowance
amount had been increased by 50% to $6.00 the cost would have
been $5,825,631. (If the $6.00 rate were in effect in 1958 the cost
of this item would have been $14,300,000.)

In view of the present condition of the Unemployment Compen-
sation Trust Fund the Advisory Council is of the opinion that the
dependency allowance amount should not be increased. To do this
would be to sacrifice any possible increase in the basic weekly
benefit amounts which would be of great advantage to all unem-
ployed workers.

House 3235 —An Act relative to extending the benefits of the
employment security law to certain unemployed during negotiations
in any labor dispute.

This legislation is designed to provide against the denial of the
payment of benefits to an individual who is laid off by an employer
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during the period of negotiation of a labor dispute prior to a strike
or lockout.

It has always been the practice to allow the payment of benefits
to an individual who is laid off because of lack of work prior to a
stoppage of work caused by a labor dispute. However, there are
certain employers who merely process goods for others and who
do not actually own the product being processed. There is always
the possibility that such an employer could easily pass the word
along to suppliers and prevent the influx of goods to be processed.
The Council recognizes that this possibility is almost negligible, but
that the occasion may occur where it would be advisable to adopt
the suggested amendment and so recommends.

In 1958 the Advisory Council submitted a complete report on the
actuarial condition of the Unemployment Compensation Trust
Fund. As the law existed at that time the income and expenditures
came to within less than 1% of balancing out perfectly in an
average year such as 1957.

The amendments enacted in 1958 under Section 25(e) have
placed the program in a serious financial condition to the extent
that even an average year will produce a substantial deficit. Money
must first be found to finance this deficit. To enact any further
legislation which would cause additional expenditures without pro-
viding proper financing will unquestionably jeopardize the solvency
of the Fund.

The elimination of experience rating has already begun. Mini-
mum rates are now 1% instead of .05% because the Fund has been
substantially decreased. It is also foreseen that if expenditures for
benefits continue at approximately the same rate as is now being
paid for any length of time the Fund will be depleted, experience
rating will be eliminated and Massachusetts again will be in the
same unfavorable competitive position that it was in 1951, 1952
and 1953. This situation now appears to be imminent and could
occur for the year 1960.

The balance in the Fund as of March 28 was $243,448,435.85. If
the Fund drops to $223,817,306 on or before October 1, 1959 all

CONCLUSION
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contribution rates as of January 1, 1960 will automatically be at
the maximum 2.7% rate as provided by law.rate as provided by law.

Respectfully submitted,

STATE ADVISORY COUNCIL

FRANCIS J. CARREIRO, Chairman
Representing the Public

W. REA LONG,
Representing the Public

JOSEPH A. DUNN,
Representing Employers

ELEANOR F. WHEELER,
Representing Employers

ALBERT DeVINCENTIS,
Representing Employees

Mr. Daniel J. McCarthy, Member of the Advisory Council repre-
senting employees, is recorded as dissenting.




