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ORDER AUTHORIZING STUDY

(Unnumbered House Order of March 26,1963)

Ordered, That the Legislative Research Council be directed to
investigate and study intelligence offices (employment offices) as
they exist within the Commonwealth, the method of procedure
used by such offices in securing placement for its clients, fees
charged for such services and such other matters relating thereto
as such council shall deem expedient and proper, and to file the
results of its statistical research and fact-finding with the Clerk
of the Senate from time to time, but not later than the second
Wednesday of November in the current year.

Adopted:

the Home of Representatives, March 27, 1963

the Senate, in concurrence, March 28, 1963
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To the Honorable Senate and House of Representatives:

GENTLEMEN: —The Legislative Research Council submits here-
with a report prepared by the Legislative Research Bureau relative
to the activity and operation of private employment offices in
Massachusetts, based on an unnumbered House Order dated March
26,1963.

The Legislative Research Bureau is limited by statute to “statis-
tical research and fact finding.” This report therefore contains
factual material only, without recommendations or legislative pro-
posals. It does not necessarily reflect the opinions of the under-
signed members of the Council.
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Sen. JOHN E. POWERS of Suffolk,
Chairman
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Rep. JAMES F. CONDON of Boston
Rep. SIDNEY Q. CURTISS of Sheffield
Rep. WALLACE B. CRAWFORD

of Pittsfield
Rep. HAROLD L. DOWER of Athol
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To the Members of the Legislative Research Council:

GENTLEMEN: —An unnumbered House Order of March 26,
1963 directed the Legislative Research Council to investigate and
study the operations, procedures, fees and other related matters
of private employment agencies in Massachusetts.

The Legislative Research Bureau submits such a report herewith.
Its scope and content have been determined by the statutory pro-
visions which limit Bureau output to factual reports without recom-
mendations.

The preparation of this report was the primary responsibility of
Daniel M. O’Sullivan of the Bureau staff.

Respectfully submitted,

LETTER OF TRANSMITTAL TO THE
LEGISLATIVE RESEARCH COUNCIL

HERMAN C. LOEFFLER,
Director, Legislative Research Bure
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By legislative order, the Legislative Research Council has been
directed to report on the procedures, fees and other aspects of the
operation of local private employment agencies in this state. In view
of this broad directive, the report also includes a discussion of the
activities of the United States Employment Service and of other
placement agencies which serve several small segments of the labor
force. However, it does not cover the limited placement activities
of employer associations, labor unions, business schools and philan-
thropic associations.

Assembly of pertinent data has been difficult for Massachusetts
due to (a) the element of confidentiality which is characteristic
of the private employment agencies, and (b) meager statutory
control and supervision. The material which has been developed
is based on interviews with local agency proprietors and industry
officials, and study of text books, manuals of procedure and other
pertinent publications.

Historical Background

Private commercial placement activities may be traced on the
European scene as far back as the fifteenth century, but stem
in this country from the early nineteenth century. The develop-
ment of the American private employment agency reflected (a)
the growth of our modern industrial system, (b) our increase in
population and (c) the concentration of employers and workers in
urban centers.

Primitive precursors of the modern employment agency were the
indenture and padrone systems which introduced middlemen into

PRIVATE EMPLOYMENT AGENCIES

SUMMARY OF REPORT

SCOPE AND ORIGIN OF STUDY

OPERATION OF A PRIVATE EMPLOYMENT AGENCY
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the process of manpower recruitment. The indenture system was
used extensively by Southern tobacco farmers in colonial times
but fell into discard as the importation of negro slaves increased.

The padrone system was based on the waves of immigration into
this country which provided the large scale labor supply needed
to consummate dealings with employers. The padrone dealt chiefly
with manpower required for railroad and highway construction.
These demands were too large for the limited placement work done
by social and philanthropic organizations as part of their charitable
programs. Moreover, he prospered because of the lack of adequate
statutory controls on hiring practices. But the padrone system of
recruitment dwindled with lessened immigration, vocational train-
ing, and the enactment of restrictive legislation in various fields,
such as compulsory education, child labor, housing, sanitation and
public health.

However, some use of the padrone system is still made today in
modified form, particularly in the caiming, tobacco and agricul-
tural industries. Irregular and improper practices seem to con-
tinue. State laws regulating the activity of private employment
agencies and emigrant agents have had limited effect on the opera-
tions of padrones. Finally, they operate across state lines and bene-
fit from the absence of the federal legislation needed to meet prac-
tical conditions.

The emergence and development of commercial fee-charging
agencies for labor recruitment have been influenced by economic,
social and political factors. They fluctuate with the cycles of the
nation’s economy and war and national unrest bring bankruptcy
to many agencies. The rise of free employment services provided
by government has siphoned off much patronage. So have the
heavy competition of “help-wanted” newspaper advertising, of com-
pany personnel offices and of the recommendations of friends of
job seekers.
Present Status

At the present time, there are approximately 4,400 private em-
ployment bureaus in the nation, staffed by about 20,000 people.
Their gross volume of business is estimated at about $lOO million
annually on the basis of the most recent government reports, and
at a much larger total, if the unsupported statements of private
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sources will rarely produce an adequate number of job applicants
and positive measures are needed to stimulate patronage
through advertisements in newspapers and trade journals, mem-
bership in various organizations, and public appearances before ed-
ucationalassemblies.

The private agency can deny its service to the aged, handicapped
and other “hard to place” individuals, except for provisions of fair
employment statutes. Moreover, placement agencies can avoid need-
less expenses and concentrate their office resources on likely pros-
pects by use of a skilled clerk to weed out drifters or other insin-
cere applicants.

To fit registrants into available jobs, both interviews and tests
are usually necessary. Thus, an experienced interviewer, on the
basis of observation and questioning of an applicant, can develop
substantial information relative to his personality and occupational
ability. Tests then fill out the picture with other germane informa-
tion relative to considerations of education, experience, and the
like. Having gathered such material, the two or three job appli-
cants who most closely fill the job order specifications are usually
referred to the employer.

Agency fees probably stimulate the greatest amount of criticism,
due to the belief that (a) fees are excessive, (b) their payment is
required within too short a period, and (c) adjustment terms are
inequitable. The commonly accepted notion that the fee basis is
one week’s salary applies to jobs of small salary levels (S5O/week).
For other employment there is no standard fee in view of variable
factors, such as type of occupation involved, wages, supply of labor,
economic conditions, operational costs and competition. As indi-
cated in this report, rates vary greatly even among those jurisdic-
tions which have similar economic and social conditions.

The agencies have some difficulty collecting their fees. Thus,
the natural inclination of a newly placed job applicant is to with-
hold payment as long as possible, at least until he becomes quite
well satisfied that he will like his new job. To overcome this ten-
dency and speed up fee payments, it is common practice to allow
a discount if a remittance is forthcoming within about ten days.

However, most new employees are not in a position to take
advantage of this discount and must rely on the installment method
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of payment. Examination of the terms of frequent agency install-
ment contracts supports the criticism that the employee receives
less than a fair share of his wages during the initial weeks of his
employment.

Collectibility of fees is another important factor; it is estimated
about 20% of fees due are uncollectible. Major reasons given by
the employee in cases of default are that (a) the agency has mis-
represented the job, (b) the fee is other than was agreed upon, and
(c) the agency has failed to perform its part of the agreement.

Opinions vary as to the effectiveness of the private agency in ob-
taining employment for job seeking registrants. On one extreme,
it is estimated that but a fraction of 1% of total applicants are
placed in jobs; on the probable other extreme, it is estimated that
the placement ratio will run some 30% in times of increased em-
ployment. The most frequent ratio of placement seems to vary
between 10% and 25% of registrants.

Federal Activity
At the present time there is no federal law covering the regula-

tion of private employment agencies. Coordinated efforts toward
this end came into fairly sharp focus with the activity of the United
States Commission on Industrial Relations in 1914, although no leg-
islative proposals resulted from the deliberations of that commis-
sion.

Succeeding decades brought improper activity by labor agents
and stimulated a comprehensive 1941 Congressional proposal to
regulate both labor agents and private agencies engaged in inter-
state commerce. Fundamentally, this proposal called for (a) regis-
tration by the Secretary of Labor, (b) filing of a $25,000 bond,
(c) elimination of certain doubtful practices, and (d) fee setting by
the Secretary of Labor.

Federal interest was then almost dormant until two limited 1962
proposals called for further regulation of private employment
bureaus in the District of Columbia; despite a hearing and favorable
committee report on the Senate proposal, no favorable action was
taken by Congress. Two identical proposals have been filed this

REGULATION OF PRIVATE EMPLOYMENT AGENCIES
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year, together with a proposal which would in effect eliminate pri-
vate employment agencies.

Massachusetts Law

The Massachusetts statute is probably the oldest of state enact-
ments supervising private employment agencies. It provides for (a)
local licensure, (b) prohibition of registration fess, (c) refunds and
(d) license suspension and penalties. Attempts to strengthen this
weak statute have failed despite exhaustive study from time to time.
Some regulation does arise from other statutory provisions pro-
hibiting fraudulent advertising, the referral of job applicants to
strike-bound plants, and activities serving immoral purposes.

State Laws Elsewhere
Shortly after the turn of the century, early state legislation

moved in the direction of abolition of private employment agencies.
But four decisions of the United States Supreme Court modified
this trend markedly. These decisions covered three points, namely:
(1) the private employment agency is a legitimate business enter-
prise and cannot be legislated out of existence, (2) because of the
connection of this private activity with the public interest, the
state may regulate the industry through its police power, and (3)
the legislature may itself or through an administrative agency
prescribe fees to be charged, thus reversing a previous ruling.

Forty-five states now regulate the business conduct of private
employment agencies, the most recent state being North Dakota
in 1963. Two of the other five jurisdictions oversee this activity
through local ordinances. The following provisions have been in-
corporated within these state regulatory laws: (1) annual licensing,
(2)bonding, (3) regulation of fees and refunds, (4) prohibition of
certain practices, (5) record-keeping and agency inspection, (6)
penalties for violations, and (7) enforcement, usually by the state
labor department.

The laws of seven states rather closely approach the above
objectives (Colo., Hawaii, N. J., N. Y., Ohio, Utah, and Wis.). Many
other state statutes have included at least half of these features,
leaving only a few states where agency control is of small signi-
ficance.
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The statutes of 13 states cover all placement activity, whether or
not conducted for profit (Ark., Del., Ga., Ida., 111., la., Minn., Neb.,
Nev., N. H., Va., Wash., and Wyo.). The other states exclude,
either wholly or in part, one or more or all of the following organ-
izations: (a) charitable, religious and non-profit corporations, (b)
nurses’ and other medical associations, (c) teachers’ and profes-
sional associations, (d) labor unions and (e) employer, trade and
similar groups.

All except one of the 45 regulatory states (Wash.) require licens-
ure of private employment agencies; 28 of them stipulate good moral
character of the applicant and suitability of premises as conditions
of licensure. Two states merely require that the applicant be a suita-
ble person. The remaining jurisdictions provide no statutory basis to
guide licensing authorities. In addition to good moral character,
three states require that the licensee have had two to three years of
experience in private agency work, personnel, vocational guidance
or related fields (Fla., Ga., and N.Y.). Moreover, in three states, a
license may be refused when public need does not warrant an addi-
tional local agency (Ariz., Nev., and Wis.).

Massachusetts is one of two states that allows the local licensing
authority to grant licenses to “suitable” applicants. The evidence
indicates that in the large majority of its cities and towns this
requirement is satisfied by a favorable police report on the appli-
cant.

Twenty-three states prescribe a flat license fee which usually
ranges from $5O to $lOO. Other states establish fees which vary
with (a) the population of the community, (b) the type of occupa-
tions served, or (c) the volume of an agency’s business. Massachu-
setts law provides a statutory minimum of $2 which is followed
in most communities. Fees in the cities of Worcester and Boston
run to $25 and $5O, respectively.

To compensate job seekers for the damages and losses caused
by an agency’s misconduct, 36 states provide for the bonding of
private employment bureaus, usually in the amounts of $l,OOO
or $2,000.

Registration fees are payments made to an agency by the job
seeker when he files his application. This type of fee is prohibited
in nineteen states, while another seven require administrative ap-
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proval before becoming effective. Another ten jurisdictions permit
registration fees, with a specific maximum of $5.

Placement fees are the principal source of revenue to the private
employment industry, and legislative efforts to limit their size rouse
strong opposition. A maximum fee is fixed in 18 states either by
statute or administrative decision (Alaska, Ariz., Del., Hawaii, la.,
Ks., La., Me., Mont., Nev., N. Y., Ohio., Okla., Pa., S. D., Tex., Utah
and W. Va.); in another eight states, posting of rates is mandatory
(Cal., Conn., Ga., 111., Ind., Minn., N.D. and Ore.); and in three states
(Fla., N.J. and Wis.). the fee schedule must have the administra-
tor’s approval.

Fee fixing is a vestige of early state regulatory statutes. Legis-
latures now tend to avoid laws of this type, preferring to leave the
determination of rates to the competitive forces of free enterprise.

Certain irregular acts by the private employment agencies are
also banned by state legislation. Chief among these are (1) mis-
representation, (2) fee splitting, (3) referrals to places of immor-
ality, to illegal employment, and to strike-bound employers, (4)
referrals without bona fide job orders, (5) inducing employers to
discharge employees, and (6) the use of deceptive business names.

Most of the states (34) vest enforcement of private agency
statutes in the state Labor Department; four states place enforce-
ment in an agency other than the labor bureau (Fla., Ind., Ohio
and N.D.); and seven states establish local responsibility for ad-
ministration (Ida., Me., Mass., Mont., N. H., R. 1., and Wash.)

Model State Legislation
A model state act for the regulation of private employment

agencies which would encompass all the statutory provisions re-
ferred to in the previous section has been under consideration for
almost thirty years. While critics of such a proposal discount any
interest of the United States Department of Labor in the measure,
there is strong evidence that the Department endorses it. More-
over, support has been forthcoming from the Council of State
Governments. To date no state has adopted the recommended
act.

Private Supervision

Over 800 private placement bureaus throughout the country are
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affiliated with the National Employment Association on a nation-
wide basis. This Association has adopted a code of ethics to govern
the public conduct of its members; sparse staff facilities for enforce-
ment raise questions as to the extent of public protection afforded
by the organization.

In Massachusetts 40 employment agencies have banded together
under the aegis of the Massachusetts Technical and Commercial
Employment Association. Activities of this organization seem to be
in responsible hands, with a sincere intent to supply genuine service
to thepublic and industry.

Municipal Activity

The first reported example of a municipal placement activity
occurred over a century ago when New York City provided a
central location in each marketplace where domestic and household
help for the most part could make contact with prospective em-
ployers. In 1864, San Francisco at first, and later the State of
California, paid part of the cost of a placement agency operated
by philanthropic groups to eliminate commercial exploitation of
Chinese and foreign job seekers. After another long lapse Los
Angeles and Seattle created public employment offices in 1893 and
their activity was duplicated in other cities throughout the north-
westand centralregions of the country.

During the depressed business period of 1913-15 many eastern
cities were spurred to undertake this method of relieving unem-
ployment. By the mid 1920’5, however, the return of favorable
business conditions and the establishment of state and federal
placement agencies lessened municipal interest and brought aban-
donment of most such municipal services.

As a recruitment agency, the municipal employment bureau
was ineffective. Generally, it was set up as an adjunct to the city’s
relief program. Operated by the city’s welfare departments in
many instances, the program was administered by officials who
lacked manpower hiring experience. And of much importance, in
the majority of cities, no funds were appropriated to support this
function.

GOVERNMENT SPONSORED PLACEMENT ACTIVITY
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tions were carried on in “mail-order” fashion for many years with
the cooperation of the Post Office Department.

The general public did not utilize its services, believing it to be
more associated with finding employment for the alien rather
than the native population. With immigration greatly curtailed
during World War I, immigration inspectors served as the nucleus
of an unofficial United States Employment Service. They helped
meet the manpower needs of agriculture, ship construction and
other defense industries.

After United States entry into the War, the Employment Service
was established in 1918 and designated as the exclusive hiring
agency for the war effort. With the signing of the Armistice,
smaller appropriations reduced the agency to the status of a
national clearing house for manpower problems. Its network
of offices w’ere turned over to the states and the federal govern-
ment assumed a very limited role.

The modern state affiliated United States Employment Service
was authorized by the Wagner-Peyser Act of 1933 which provided
for a system administered by the states with federal assistance
in the nature of matching funds. With the enactment of Social
Security and the Federal Unemployment Compensation Act in
1936, the entire cost of the program was shifted to the federal
government, funds being derived from a 0.4% share of the 3.1%
Federal Unemployment Tax.

At the present time, this nationwide public employment system
exists in 50 states, and is served by nearly 20,000 state employees
and 250 federal workers who man approximately 1,900 full-time
offices and 2,000 part-time units. Appropriations amounted to $169
millions in the 1964 fiscal year.

The primary objective of the Service is to provide employment
opportunities but it has numerous other responsibilities, namely,
labor research and reports; specialized services to veteran, aged,
handicapped, youth and minority groups; vocational guidance and
counselling; school dropout problems; and international manpower
assistance projects. Moreover, the Service has been charged with
implementing the manpower training provisions of the Area Re-
development and Manpower Development and Training Acts and
the recent Trade Expansion Law. Since inception, the Service has
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achieved 173 million general occupation placements and 148 million
agricultural placements, of which 6.7 and 8.5 million, respectively,
occurred in the 1962 calendar year.

Massachusetts accepted the provisions of the Wagner-Peyser
Act in 1933, and about 600 state employees carry on the employ-
ment function in 40 offices throughout the state. A minimum ex-
penditure of $2.9 million is necessary to support this system, which
placed approximately 170,000 job registrants in non-agricultural
occupations in the 1963 fiscal year.

The larger USES appropriations in most recent years have
brought attacks from the private employment agencies, which
claim that the Service is deviating from the objectives of the
Wagner-Peyser Act and is neglecting the plight of the unemployed.
USES replies that 97% of all placements relate to the unemployed.
Irrespective of this controversy, the state affiliated USES system,
unlike its precursors, seems to have the confidence of the public
and industry.

Teacher Agencies

Teacher placement agencies were first started in Philadelphia
in 1835 but little data is available concerning their development.
They are usually operated by former school superintendents, school
teachers, book publishers and others with professional and educa-
tional backgrounds. Because they usually operate over large areas,
personal communication between the agency, applicant and school
is lessened, and greater responsibility is placed on the agency to
analyze applicant qualifications in relation to job opportunities.

A registration fee of $2 is usually charged, and the standard
placement fee is 5% of the first year’s salary. Agency proprietors
report a high ratio of placements, with about 95% of applicants
becoming affiliated with elementary and secondary schools.

There are less than ten teacher agencies in Massachusetts. They
are not subject to the private employment agency law nor to the
jurisdiction of the State Department of Education. Only their fee
of 5% is regulated by law.

SPECIALIZED PLACEMENT ACTIVITY
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Theatrical Agencies

Theatrical and booking agents formerly did an extensive business,
their volume being exceeded only by that of the general labor
agency. Like the private employment agencies they also indulged
in practices detrimental to the public. Statutes providing for the
licensure and supervision of the conduct of theatrical agents now
exist in 13 states (Cal., Colo., Fla., HI., Mass., Mich., Minn., Mo.,
Neb., N. J., N. ¥., Ohio and Pa.).

Formerly local authorities policed the activity of theatrical agents
but this obligation was transferred in 1946 to the State Depart-
ment of Public Safety. Existing statutory control calls for (a)
biennial licensing, (b) bonding, and (c) written contracts. By
regulation, the agent’s fee is limited to 10% of the client’s earnings
from the particular engagement.

Currently, 70 theatrical agents are licensed in this state and
officials report favorably on their activity.

Temporary Job Services
Placement services for temporary jobs are a post World War II

innovation in the personnel field. Over 200 such organizations are
now in operation with the business being dominated by five major
firms. Gross business was estimated at $250 millions in 1962. The
job service provides industry with workers in general office, sales
promotion, casual labor and other miscellaneous fields. Of late,
patronage is also being developed in the technical and marketing
areas.

Because of the continuing relationship of this type of business
service with the temporary worker, it is not considered an em-
ployment agency. This view has been supported by legislative,
judicial and administrative decision.

In this state, there are less than 20 concerns engaged in this
type of enterprise, with estimated gross business amounting to
$4.5 millions in 1962. In addition three Boston private employ-
ment agencies have established separate organizations specializing
in temporary hiring. But there is no indication that this departure
represents an attempt to circumvent the private agency control law.
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College Placement Bureaus
The college placement movement developed after World War II

and such coordinated placement activity is now undertaken by
853 colleges and universities in the country. This service is avail-
able to over 2.8 million students and countless numbers of grad-
uates but its chief benefactor is the college senior.

One of the major contributions of the college placement bureau
is the close relationship developed when the college placement officer
serves as a focal point for the student, faculty" and the business
community. However, recent USES emphasis on professional pro-
curement may disturb this harmonious relationship. Under gov-
ernmental plans, all college seniors would be registered by USES,
the identity of prospective employers would remain secret, and
USES personnel would handle the placement activity on campus.

Strong objection to the USES proposal has been forthcoming
from college placement officers, educators, business and industry,
and from the United States Civil Service Commission. Moreover,
a recently filed Congressional measure would ban governmental
action on this score.

USES campus recruitment now functions in 48 colleges (23 on a
part-time basis), mostly in California, Utah, Nebraska, Ohio and a
few southern states. Only one New England college the Uni-
versity of Bridgeport in Connecticut has entered into cooperative
arrangements with the government.

In Massachusetts, state affiliated offices have only limited activity
among the higher educational institutions. It consists of (a) servi-
cing students who solicit their help, (b) providing them with
Christmas mail work, and (c) supplying guidance assistance to
students at Stonehill College.
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By unnumbered Joint Order, reprinted on the inside of the front
cover of this report, the Legislative Research Council is directed
to report on the procedure, fees and other aspects of local “intell-
igence offices” (employment offices) as they exist within the Com-
monwealth.

The order, introduced by Representative Dominick S. Pasciucco
of the 14th Suffolk District, reflects the complaint of a constituent
concerning such a placement agency in Boston. Information about
the nature of the complaint is meager but seems to stress the alle-
gation that an excessive fee was charged for the position supplied.
Evidently, the constituent did not pursue his complaint through
any other channel.

Various considerations make it difficult to determine the opera-
tions of this type of commercial agency, including inadequate statu-
tory regulations, the confidential status of the industry and the
personal type of service rendered. However, some indication can be
given on the basis of consultations with proprietors of such agen-
cies, and industry officials, plus examination of relevant procedure
manuals and text books.

In addition, in view of the broad terms of the above legislative
directive the report also discusses the activity of the United States
Employment Service, and of certain other commercial employment
agencies which serve particular occupations and professions.
Omitted, however, is any discussion of the placement efforts of var-
ious related agencies, including employers’ associations, labor
unions in general, charitable and non-profit organizations, and busi-
ness and trade schools. These agencies are omitted because (a)
their placement activities are only remotely related to the general
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purposes of their creation, (b) no fee, or at most, a nominal pay-
ment is required in the vast majority of cases, and (c) their activ-
ities in general fall beyond the scope of the statutes regulating
employment agencies.

Statutory Background
Of the 45 states having regulatory statutes for private employ-

ment agencies, the Massachusetts law is perhaps the oldest (Stat.
1848, c. 270; G. L., c. 140, ss. 41-46). Enacted more than a century
ago, this law provided only for the licensing by local officials or
local licensing boards of domestic help and of general labor agen-
cies. A few years later, coverage was extended to embrace agencies
serving the general needs of business (Stat. 1872, c. 237). Shortly
before the turn of the century the law was strengthened by amend-
ments which (a) prohibited registration fees, (b) provided for lim-
ited refunds of placement fees, and (c) provided for suspen-
sion or revocation of licenses and other penalties (Stat. 1894, c.
180). This basic statute has remained unchanged for the last
seventy years, aside from minor clarifying amendments.

Over this long period, the law has been criticized by individual
legislators, legislative and governmental commissions and private
organizations. Weaknesses have deepened due to industrial
changes, the influx of immigrants from foreign countries, the enact-
ment of social legislation, the development of vocational guidance
and the improper practices of the commercial employment agen-
cies.

The early movement to provide greater protection for the job
seeker developed from two directions. One school of thought ad-
vocated the establishment of free employment offices operated by
state or local governments. This approach is discussed at length
in Chapter IV of this report; hence it is sufficient to note at this
point that these proponents believed that the free system would
either eliminate the private fee-charging agency, or provide com-
petition to cleanse its practices. The free governmental offices
which were created in the early 1900’s unfortunately did not
measure up to these expectations.

The second effort to protect the job seeker has centered around
attempts to perfect the existing statute. The legislation filed early
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in the 20th century emphasized improved regulation through
meaningful license provisions, bonding requirements, statutory or
administrative limits on service fees, and other related matters.
These individual proposals were all rejected.

Likewise, recommendations based on exhaustive study also failed
to stir the Legislature to action. Thus, a lengthy study by the
Women’s Educational and Industrial Union in 1910 detailing the
bad practices of the private fee-charging agencies produced no
results. Later, the General Court established a Special Commission
to Investigate Employment Offices in 1910, then continued it for a
year. (Resolves of 1910, c. 146 and 1911, c. 2 and 94). In the first
of its two reports, this Commission proposed many amendments
of the law, of which the major changes called for (a) licensure
by a state labor agency of the private agencies active in cities with
a population of 75,000 or more, (b) the issuance of licenses by
types of occupations, (c) the posting of a $l,OOO bond, (d) regula-
tion of fees by statute, (e) the prohibition of certain practices, (f)
the keeping of adequate records, and (g) other improvements to
promote greater enforcement and better administrative control by
the licensing authorities. In its second and final report, the Com-
mission reaffirmed its prior recommendations, and also urged that
state licensure coverage be extended to cities with a population in
excess of 50,000 (House, No. 1651 of 1912).

For the next two decades little new legislative action occurred.
However, the Great Depression and the resultant heavy unemploy-
ment stimulated greater governmental attention to private employ-
ment agencies. Accordingly, a Special Commission on the Stabili-
zation of Employment was created to make recommendations de-
signed to regularize and stabilize business and employment. (Re-
solves of 1931, c. 64).

Given this broad mandate the Commission included a study of
private employment agencies in its work program which developed
recommendations closely resembling those of the 1911 commission,
except that (1) The Commissioner of Labor and Industries was pro-
posed as a single statewide licensing authority instead of authority
being divided between state and local government, and (2) a more
limited requirement was included relative to the filing of a schedule
of placement fees, in view of the decision of the United States Su-
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preme Court in 1928 denying to legislatures and administrative
bodies the power to regulate the service fees of employment agen-
cies (See later discussion of Ribnik v. Mcßride, 277 U. S. 350).
Again this type of measure failed of enactment, although this
time it did make some committee progress.

In 1933 Governor Joseph B. Ely proposed state licensure and
regulation along the lines suggested by the Commission and in
1939 Governor Leverett Saltonstall indicated in his Inaugural Ad-
dress that the Legislature “may well consider the question of super-
vision by the state of the offices where our citizens seek employ-
ment, in order that there be no misrepresentation of services or
misuse of such establishments.” (Senate, No. 1 of 1933 and 1939).

Except for an isolated case, legislative consideration of the
regulation of employment bureaus was dormant until four such
measures were introduced in the 1962 session (House, Nos. 1112,
1322, 2507 and 3116). Of these, the first two called for an
investigation of rates, while the latter two proposed statutory
changes relative to written contracts, placement fees and admin-
istrative control provisions. These measures were almost invariably
introduced by legislators in response to claims of constituents that
they were discharged from the employment concerned when they
had completed their payment of the final installment of the stipu-
lated placement fee.

In short, despite many unsuccessful attempts at improvement,
a 115 year old Massachusetts law continues its initial elementary
form. As a result, the Commonwealth, like the three states of
Washington, Idaho and New Hampshire, is deemed by many local
officials who are charged with the regulation of private employment
agencies to have an obsolete and ineffectual law.

While the Massachusetts statute defines a private employment
agency as an “intelligence office,” industry leaders and enforcement
officials cannot account for the origin of this latter term. They
invariably use the term “employment agency.”

It should be added that while Massachusetts does not incorporate
certain statutory provisions within its placement agency laws as
do most various states, some of those provisions are in effect on

Related Massachusetts Laws
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the basis of other laws of the Commonwealth. Among the latter
are the statutory sanctions against false “help-wanted” advertising
(G. L. c. 149, s. 21), and requirements governing personnel pro-
curement during labor disputes (G. L. c. 149, ss. 22-23).

Another Massachusetts statute seems related to employment
agencies in that its broad scope clearly outlaws collusive arrange-
ments which foster fee splitting (G. L. c. 271, s. 39). Finally, crim-
inal penalties are provided if the proprietor of a placement agency
knowingly sends a female to a house of ill fame (G. L. c. 272, s. 12).

Historical Development
Placement agencies, particularly fee-charging private units, are

an outgrowth of our modern industrial system. They were original-
ly established because of the growth of industry, the increase in
population, and the concentration of employers and workers in
labor market areas. These circumstances brought about the emer-
gence of an intermediary a middleman who provided workers
with employment opportunities, on one hand, and assisted employ-
ers in need of qualified personnel, on the other hand.

The commercial placement agency existed in Germany as early
as the fifteenth century, and its success was repeated elsewhere
throughout various continental countries in succeeding centuries.
In America there is evidence of intermediaries bringing workers
and employers together at early dates, but students of this subject
frequently date our development of the commercial agency from
around 1820.

Indenture System. The trade guilds and their apprenticeship
programs participated in placement work, but recruitment by third
parties is better exemplified by both the indenture and padrone
systems. The indenture method of recruiting help was used exten-
sively by Southern tobacco farmers. Such farmers or plantation
owners utilized agents to obtain the help they required. In most
instances, these agents at first obtained immigrants for this pur-

CHAPTER H. DEVELOPMENT AND FUNCTIONING
OF PRIVATE AGENCIES
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pose. But Negro slaves were deemed better adapted to plantation
life, and as their importation increased, the agents faded from the
picture.

Padrone System. The padrone system also played an important
role in the distribution of labor in the early days of this nation
particularly through placement of adult immigrants. The services
of the padrone appealed greatly to contractors on railroad, high-
way, lumbering and mining projects.

These transitory industries maintained no permanent labor force,
and the charitable and non-profit organizations which had expanded
their activities to include placement service were unable to supply
the volume of labor required. The railroads, contractors and
others seeking a supply of workers therefore looked to the padrone
to fill their labor needs. Although the padrone selected prospects
from saloons, social halls, poolrooms and lodging houses, he none-
theless satisfied an industrial need.

The padrone benefitted at first from the absence of laws on the
recruitment of labor. As the years went by, however, the number
of available immigrants for cheap labor declined. Philanthropic
organizations developed placement services. Various forms of so-
cial legislation were enacted relative to child labor, compulsory
education, vocational training, housing, sanitation and public
health, which taken together curtailed use of the padrone system.
The licensing requirements for private employment agencies
brought increased regulation. The recruitment of agricultural
labor by the United States Employment Service and its affiliated
state offices brought stiff placement competition.

While the activity of the padrone has been vastly reduced as a
result, nonetheless the system is still in use. Thus, the canning,
tobacco and agricultural industries still resort to a modified form
of the padrone process to meet certain labor needs. Overcrowded
and unsafe vehicles transportbands of migrant workers and serious
highway accidents occur. Welfare and social agencies report pecun-
iary and other losses attributable to the conduct of the padrone.
Lastly, labor officials lament the artificial and unnecessary turnover
of labor that results.
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Those who work with this problem stress the need for Federal
regulation of employment agencies and labor agents to replace the
weakened, uncoordinated control due to the diversity of state laws.
They emphasize that many workers are transported across state
lines, and that the activity should therefore be subject to controls
connected with interstate commerce. They point out that the dubi-
ous labor agent conducts his solicitations across state borders and
hence his victims experience their financial losses at great distance
from the point of hiring.

For several decades, proposals have been introduced in Congress
to protect migratory labor. While some aspects of this problem
have been eliminated by statute, no proposal providing for licensure
or regulation of related placement agencies has achieved passage.

Other Development Factors. The development of private employ-
ment agencies over the past century in this country has been
influenced by economic, social and political factors. Periods of busi-
ness prosperity and high employment have brought corresponding
prosperity to the commercial fee-charging agencies, while depres-
sions and bad times have eliminated many of them.

Similarly, the vagaries of war and national emergency have had
great influence. Recruitment opportunities for private agencies
shrunk decidedly during times of the mobilization of the armed
forces, and the diversion of our industrial capacity to war and
defense production.

In recent years, the United States Employment Service (USES)
has become a potent rival of the private agency in filling the na-
tion’s requirement for qualified manpower. Organized labor is
also numbered among the adversaries of commercial agencies. Sub-
scribing to the philosophy that no person ought to pay a fee for
obtaining employment, unions accuse agencies of providing “scab”
labor in industrial disputes and consider them detrimental to their
unionization efforts.

Other groups opposing the private placement bureau include
from time to time the International Labor Office, Chamber of
Commerce, large employer associations, women’s clubs, and civic
groups. In 1957 the American Legion adopted a resolution in op-
position at its national convention resting on the fact that com-
mercial bureaus do not extend preference to veterans.
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Statutory control of private agencies will be discussed at length
in the next chapter of this report but a few general statements are
made at this point. Because of the doubtful practices identified with
the operation of private units, the thrust of early state legislation
was directed to their elimination. These statutes were effective in
only a few states because administrators were not given adequate
enforcement tools to suppress the industry.

In 1917 a United States Supreme Court decision declared that
commercial agencies were a legitimate business. This setback
caused antagonists to center their efforts on state control of fees
so as to reduce profits and bring about extinction. Again in 1928,
the Supreme Court intervened and this time declared price fixing
statutes invalid. But in 1941, the pendulum swung in the oppo-
site direction through a Supreme Court decision upholding legis-
lative authority to enact fee fixing statutes.

The private placement movement still has a bad image in cer-
tain respects. Fraud, exploitation and deception typified normal
operations in the early days. Thanks in part to governmental regu-
lation and efforts of the industry to purify itself, this situation has
been considerably improved. However, complaints of high fees,
poor quality of service, disappointment and dissatisfaction of
clients indicate there is still much opportunity for the industry to
improve itself. These factors may help to explain why over 2,000
agencies are estimated to have gone out of business during World
War II and the Korean War.1

Number of Placement Agencies. Given this background it is
clear that the status of the placement industry has been dependent
on the vicissitudes of many social, economic and governmental
influences. In any case, those variations indicate why the industry
is subject to a high casualty rate and much fluctuation in number
of agencies.

These conditions render difficult obtaining reliable data relative
to the extent of the industry. Thus, the National Employment
Association consisting of owners of approximately 800 placement

1 National Editorial Association, Fee Agencies Would Curb Free Aid, June 19,
1963.
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agencies indicates there are about 4,400 private employment bur-
eaus in this country at this time, employing less than 20,000
people. 1 It reports that a large majority of these agencies are
engaged in procurement of the “white collar” category sales,
technical, executive and professional personnel, and that a minority
of the agencies deal with (a) “blue-collar” trade, i.e. general
labor, domestic help, etc., and (b) the lower echelons of the “white
collar” group, i.e. office personnel, shipping clerks, bank tellers,

u etc. This estimate of 4,400 private agencies is repeated in a paper
~

criticizing the public employment system.2

Separate agencies of the United States Department of Labor un-
fortunately report differing estimates of the total number of private
employment bureaus. Thus, the United States Employment Service
(USES) is reported by a recent magazine article as stating that
there were 2189 such agencies in 1962.3 This lower estimate is due
to USES findings being based on unemployment compensation re-
ports. In a number of states, placement agencies are not subject
to unemployment compensation statutes because of their limited
working force.

The Bureau of Labor Standards, also of the U. S. Labor Depart-
ment, published a considerably higher estimate in 1958 of the
number of agencies, 3,892 agencies in 48 states. 4 Moreover it con-
cluded from another of its surveys that private agency growth
rate amounted to 75 % in the decade of 1948-1958. Assuming that
part of this growth ratio has continued in more recent years, the
National Employment Association estimate of 4,400 agencies seems
to be substantiated.

The operation of this total number of employment agencies
takes place within an American civilian labor force of over 73,000,

1 National Employment Association, So You’re Opening An Employment
Agency! (pamphlet) Detroit, Mich., 1963.

2 Oscar W. Cooley, The Failure of the State Employment Service, The Free-
man, August, 1962,
U. S. News & World Report, Job Finding: Government Cuts In on Private
Business, May 13, 1963.

4 U. S. Department of Labor, State Laws Regulating Private Employment
Agencies, Bulletin 209, January 1960.
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000 people. Of workers taking new jobs in recent years, the USES
estimates that 80% either located the jobs themselves or through
friends or through newspaper advertisements; another 14% availed
themselves of governmental placement services; and the remaining
6% succeeded through the efforts of private agencies. Agency
officials generally accept these figures as representatives of their
activity. Private agencies obtained employment for close to 1.5
million applicants in 1962.

Local Developments in Massachusetts
In Massachusetts one of the first authoritative reports indicates

that at least 223 licensed private agencies were operating in 1911
in the cities and towns of the Commonwealth with a population
of 10,000 or more, of which 90 were license holders in the
City of Boston. This number fluctuated considerably over the next
two decades and available information indicates that over 300
agencies may well have been doing business in prosperous years
in localities of 10,000 people. In 1931, a Special Commission set
up by the General Court reported a total of 266 agencies as operat-
ing in 35 cities and towns on the basis of responses to a com-
mission questionnaire. 1

To develop recent data the Legislative Research Bureau circu-
larized the licensing officials of 149 communities of Massachusetts
with populations in excess of 7,000 inhabitants. The 101 responses
which were received reported totals of 105 licensed agencies as of
1950 (80 in Boston, plus 25 in other localities) and 200 licensed
agencies in 1963. The distribution of the latter 200 agencies is
shown in the following table which also gives the names of every
city and town included in the tabulation, except the 66 towns
which have been tabulated as having no agency (on the assumption
that every town questionnaire returned which gave no specific re-
ply may nevertheless be tabulated as having no agency within
local boundaries):

1 Preliminary Report of Special Commission on Stabilization of Employment.
(House, No. 1100 of 1932).
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Private Employment Agencies in Mass. Localities
WITH POPULATIONS OVER 7,000, 1963

Agency Number of: Total Names of Cities (Caps) &

Grouping Cities Towns Agencies Towns (Small letters)

0 6 66 0 CHELSEA, FALL RIVER, GARDNER,
HAVERHILL, LEOMINSTER, NEW-
BURYPORT. (66 Towns not listed)

1 5 6 11 LAWRENCE, LOWELL, NEW BED-
FORD, PITTSFIELD, WOBURN, Fal-
mouth, Concord, Watertown, Lexington,
East Longmeadow, Easthampton

2 3 3 12 BEVERLY, BROCKTON, WESTFIELD,
Arlington, Burlington, Norwood

3 2 1 9 LYNN, MELROSE, Needham
4 1 4 Somerville
5 12 15 QUINCY, Framingham, Hingham
6 1 6 MEDFORD
9 1 9 Brookline

13 1 13 SPRINGFIELD
15 1 15 WORCESTER

106 1 106 BOSTON

Total 22 79 200

Since employment agencies tend to set up business in com-
munities where industry and labor are situated, it would appear
that a total of about 200 bureaus is a good indication of the present
placement industry in Massachusetts. From these bureaus the
local members of their trade association estimate that the industry
is collecting approximately $3.5 millions annually in placement fees.

Agency officials indicate that almost anyone can find a job but
emphasize that persons seeking employment without professional
assistance are less likely to find the best jobs for their talents.
Achievement of the latter very important objective is believed to
be beyond the capacity of the average job applicant who does not
possess information either as to the location of the right job for
him, or the “know-how” to sell himself to a prospective employer.
Employment agencies claim that they alone have the necessary
specialty or skill to serve this end.

TABLE 1.

Advantages of Agency Use
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Likewise, private agencies emphasize an employer receives sub-
stantial benefits when he assigns his recruitment problems to
them. Through their furnishing qualified workers for given open-
ings, greater business efficiency, lower costs and reduced labor
turnover are achieved. In support of this thesis, the agencies con-
tend (a) that they can recruit at less cost than the employer, (b)
that their inventory of applicants contains more qualified potential
employees than can be obtained through newspaper or similar ad-
vertising on the part of the employer, (c) that their screening,
interviewing and testing methods are superior for most occupations
and (d) that confidential aspects of business relative to the non-
disclosure of employers’ intentions cannot be equaled by the aver-
age employer. To substantiate these claims, commerical agencies
estimate that 90% of all business enterprises in the nation utilize
their service.

The commercial agency is a business venture operated for profit.
In the early days, the profit motive frequently dominated all other
considerations. While this motive undoubtedly continues to be
emphasized, most agency proprietors now at least couple public
service with their personal gain.

The individual private agency is a very small independent busi-
ness enterprise. Individual proprietorships and partnerships domi-
nate the industry, though occasionally an agency is chartered as
a corporation. The average office contains three or four desks
with the owner actively participating in everyday operations.
Branch office or network operations are typified to a degree by
the franchise system and the workings of the National Association
of Personnel Consultants. At best only about 125 agencies through-
out the country operate under the franchise method, of which
approximately 95 conduct business under the name of Snelling and
Snelling. The most recent count indicated the National Associa-
tion of Personnel Consultants numbers 62 member agencies in 32
states. This organization’s modus operand} is very similar to the
multiple listing aspect of the real estate business in that copies of
job orders are provided each member by the agency in which the
order originates. This system has the advantage of matching an
applicant in one locality with an available position in another

Organization
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locality, perhaps widely separated. Placement fees are shared on a
predetermined basis between the originating unit and the agency
making the job placement.

The image of the commercial agency was seriously marred in
the past by the infiltration of unscrupulous operators within the
ranks. This was possible because of the small investment necessary
to start an agency. And being primarily a service business, it ap-
pears one could establish an agency today with little capital ex-
penditure.

State statutes usually establish no professional or educational
requirements for employment bureau licenses, beyond good moral
character. As a matter of fact, experience is deemed to be much
more important than education in the successful operation of an
agency. But there is increasing evidence that education is an as-
set, e.g. the National Employment Association states that a high
school education is an absolute minimum. In recent years, more
and more college men are entering the field. New York University
is giving a course in personnel management and placement for
those seeking a career in the employment business. Likewise,
efforts within the industry to upgrade the calibre of agency owners
and other key personnel are reflected by the certification programs
underway.

The professional guidance associations stress the need for at
least a Master’s degree in psychology, social sciences or related
fields in order to protect the public. In line with this attitude
many within the commercial placement industry claim that career
placement work is a calling on the professional level.

On the other hand there are strong opinions expressed that
such standards are not reached. Careers in manpower recruitment
do not possess the permanency which is associated with professional
occupations. On this score reference has already been made to the
large number of failures of placement agencies which occurred
during the war years. In similar vein another report found that
in selected major Massachusetts cities in the period from 1914
through 1931 the average age of agencies was only 3-4 years. 1

1 Preliminary Report of the Special Commission on Stabilization of Employ-
ment (House, No. 1100 of 1932).
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Another indication that professional status is more illusory than
real is found in the report of the California Assembly Interim Com-
mittee on Industrial Relations. 1 In 1955, the commercial agencies
in that state filed legislation to transfer the location of their state
regulation so as to make possible greater self-regulation, and thus
achieve professional status. The Interim Committee rejected the
proposal, being influenced in large part by the findings of the
California Anti-Defamation League that 19 of the 58 agencies
which it had reviewed in its 1948 study were no longer doing busi-
ness in 1954.

Finally, the local Massachusetts association representing the
placement agencies recently stated that in contrast with the 30
new private agencies established in the previous year, almost as
many would fail during the next 18 months.2

Without an adequate and continuing supply of job orders, no
commercial agency can expect to stay in business. Formerly the
abuse of job orders marred the reputations of those active in the
private employment agency industry. Frequently candidates for
employment were sent to prospective employers when no actual
vacancy existed, or were sent merely on the basis of newspaper
“help wanted” advertisements. In some cases unscrupulous agencies
in order to increase the chance of earning fees would send an
excessive number of workers to a prospective employer to increase
the chance that one of their many applicants would be successful.
Some critics of the private employment bureaus believe some of
these practices persist today.

While agencies actively solicit job orders, other factors influence
the supply. On one front, the particular type of business activity
that the bureau has been established to serve has a bearing on the
supply. An agency established to place technical and professional
help may refuse job orders for nursing and other specialized help
from hospitals and other similar institutions. A strike or an em-
ployer’s history of unfavorable labor relations may negate the ac-

The Job Order

i Report of the California Assembly Interim Committee on Industrial Relations,
(January 1957)

2 Massachusetts Technical & Commercial Employment Association. News-
letter, March 4, 1963.
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ceptance of orders from particular employers. Other reasons in-
clude the depressing feature of the industry’s future, its suscep-
tability to production and seasonal hazards, characteristic low
wages, and limited labor supply.

On the other hand, many private agencies do promote the flow
of job orders. In some degree orders are received without any
solicitation on the basis of the agency’s goodwill and business repu-
tation. Since few agencies are large enough to engage a sales
force, campaigns for job orders stress advertising, agency bulletins
and newsletters, and, occasionally, limited direct mail campaigns.
Other contacts include membership of agency personnel in cham-
bers of commerce, and professional, civic and social organizations.

Applicant Registration
As with job orders, so must a successful agency have an ade-

quate supply of job applicants. And both must be in proper balance
to avoid the delay and disappointment which reduces patronage
both from employing industry and the job seeking public.

Employment seekers come from a variety of sources. Many of
them apply to an agency of their own volition. Newspaper job
advertisements spur many responses; some enter a bureau’s office
as the result of recommendations by earlier satisfied clients. Pat-
ronage may result from the appearance of agency representatives
at high school and college assemblies and before trade and pro-
fessional bodies. And items in agency house organs, bulletins,
newsletters and the like attract applicants, especially executive
and professional talent.

Unlike the offices of the United States Employment Service,
the private agency can be selective with regard to potential job
seekers. A talented receptionist or application clerk can weed out
unemployable slackers and persons without a sincere desire for
employment, thus eliminating needless expense. Applications of
the aged or handicapped may be diplomatically disposed of as
“hard-to-place”, though in this area the fair employment statutes
found in only 21 states will interfere. In Massachusetts, such a law
forbids an agency to ask questions of applicants as to their race,
creed, color, age, national origin or ancestry. (Mass. G.L. c. 1518,
s. 4). Moreover, agency advertisements that smack of discrimina-
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tion are outlawed as is the acceptance of discriminatory job orders
from employers.

Another factor which influences somewhat the number and per-
haps the quality of applicants is the registration fee. A service
charge of this type is prohibited in Massachusetts. Many other
states have the same prohibition or permit only a nominal fee
ranging up to $5.

Some division of opinion exists within the industry as to the
relative merits of charging an applicant a registration fee. One
group suggests it is an invitation to fraud and deception. Another
group argues either for the return of registration fees if no place-
ment is made within a specified period or deduction from the
charge made for a successful placement. In other quarters, strong
advocacy of the fee is demonstrated. However, there is a majority
sentiment among the industry that a registration fee is not a finan-
cial necessity and will have little bearing on the success or failure
of the enterprise.

Applications vary considerably in detail and content. The stan-
dard application presents routine personal information, plus data
on the job seeker’s experience, physical and mental capacities, per-
sonality and allied characteristics, and sources of reference and
recommendation. In addition, as will be discussed elsewhere, in
many instances the application bank serves as a contract between
the agency and the job seeker.

From its job orders and applications, the agency then seeks
to make a successful placement. The job seeker is interviewed by
an agency specialist in the job category concerned, who may detect
additional qualifications of the candidate.

The interviewer relies also on the results of tests given by the
agency. Psychological testing is expensive and is only of use for
certain special occupations. However, extensive use is made of
vocational and trade tests, mental ability, and temperament and
personality tests.

Sincere interviewers of reputable agencies may indicate to job
seekers the development of the company, successful placement of
former applicants, the future of the industry concerned, oppor-

Interviewing and Testing
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tunities for promotion and other factors. He may suggest that the
applicant may not be happy with a particular firm. In any case,
such procedure is followed by a reputable unit to achieve successful
placements.

Referrals
In making referrals of job seekers to employers the commercial

agencies do not adhere to a systematic clearance program as used
by the United States Employment Service. But they do ask other
agencies in the same or distant cities about qualified applicants
when they cannot meet a job request. As a general rule, two or
three job seekers are sent out for employer examination. This
limited number points toward thorough screening by the agency,
yet gives the employer some latitude in making a selection.

Despite instructions to job seekers, they do not ordinarily report
their progress to the agency which much usually determine results
through contacting the prospective employer. Undoubtedly success-
ful applicants withhold their reports until they feel they will be
satisfied in their new jobs.

Agencies await this information for many reasons. If placement
has resulted, the agency has technically earned the stipulated fee.
If not, the disqualification of an agency referral may point out
some defect in its screening and selection process.

Placement fees are probably the source of the greatest criticism
against the industry. Such criticism stresses the allegedly high
level of placement fees charged; too short a period for installment
payments; inequitable adjustment provisions; and the suspicion
that fee-splitting and collusion with employers still exists to a
certain extent.

Total fees collected by private employment agencies throughout
the country have increased steadily, according to governmental
statistics from $30.9 million in 1948, to $62.9 million in 1954,
to $100.5 million in 1958.1 These figures have been criticized as too
small by officials of the placement agencies without, however, citing
revised figures. They seem to be quite well substantiated by tax

Fees and Related Matters

1 United States Department of Labor. State Laws Regulating Private Em-
ployment Agencies, Bulletin 209, January 1960.



[Jan.SENATE —No. 655.38

returns of the Internal Revenue Service showing that 872 private
agencies (22% of a total of 3,892 agencies) received fees of $21.8
million in 1958.1

As has been already indicated, the fees collected by Massachu-
setts’ agencies are estimated as approximating $3.5 million.

Considerable controversy exists as to the proper amount of place-
ment fees. Agency owners oppose legislation providing for state
regulation of fees, and urge free competition as the best method
of establishing fair rates. Moreover, they argue that applicants
voluntarily accept their contracts which indicate the fee being
charged along with all other material facts, as required by law.
Rates must be fair, given the service rendered, or job seekers
would surely seek the free facilities of the public employment office.

Wide variations are found to exist in placement fees in effect in
even adjacent states with many economic-social factors in com-
mon. The National Employment Association this year conducted
a study of the charges made by its members in twelve states of
applicants seeking $75 a week jobs, and reports the following
findings:

TABLE 11.
Amounts and Bases of Fees Charged Applicants for $75 a week jobs

by Member Agencies of National Employment Association, 1963
Member Basis of Amount of
State Fee Charged Fee

1. Pennsylvania 6% of $3,900/yr. $234.00 (a)
2. Illinois 6% of 3,900/yr. 234.00 (a)
3. Ohio 60% of 325/mo. 195.00 (b)
4. Tennessee 60% of 325/mo. 195.00 (a)

5. Minnesota 60% of 325/mo. 195.00 (a)

6. California 50% of 325/mo. 162.50 (a)

7. Michigan 50% of 325/mo. 162.50 (a)
8. New Jersey 3.9% of 3,900/yr. 152.10 (a)
9. Connecticut 3.9% of 3,900/yr. 152.10 (a)

10. New York 45% of 325/mo. 146.25 (c)

11. Texas 40% of 325/mo. 130.00 (c)

12. Massachusetts 3% of 3,900/yr. 117.00 (a)

(a) no state regulation of fee
(b) amount of fee is approved by administrative authority.
(c) amount of fee is fixed by statute.

1 United States Internal Revenue Service, V. S. Business Tax Returns 1958-1959.
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The foregoing indicates that no fee can be considered to be
“standard” in size. The common belief that the fee is a week’s
wages is now generally applied only to employment at wages below
$2,600 a year ($5O a week). Some standardization is applicable
to temporary employment for not more than 90 days; in such cases
the prevailing fees are either (a) 10% of the monthly salary, or
(b) 10% of the amount earned, provided however that the fee
collected may not exceed the rate for permanent employment at
the designated wage level.

The Massachusetts statute relative to placement agencies does
not fix their fees. Moreover, only Boston, among the Massachusetts
cities and towns canvassed by a Legislative Research Bureau ques-
tionnaire, implements that statute with its own rules and regula-
tions (Reprinted as Appendix A of this report to show the maxi-
mum degree of regulation of the commercial placement industry in
this state). Under these rules the Boston Licensing Board limits
its price-fixing activities to (a) domestic and general labor, and (b)
temporary jobs. In the first instance, the maximum total charge
is fixed at 50% of the first week’s salary, of which half must
be borne by the employer, and half by the employee. If, however,
the employer does not pay his share, the employee is liable for the
full amount.

In connection with the latter charge for temporary work of less
than six weeks, the charge is one day’s pay per week of work (or
fraction thereof).

Under the Boston rules relative to all other kinds of employment,
the Board requires only the posting with the Board of the agency’s
fee schedule and the submission of a like schedule to each job ap-
plicant when he signs a contract with the agency.

Prior discussion has pointed out the difficulties of establishing
a “standard” placement fee. Hence it is not surprising to find con-
siderable variation among agency fees in effect in Boston. The fol-
lowing table does however show the scheduled fees charged by
many ofBoston’s larger bureaus.
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TABLE 111.
Fee Schedule of Many Larger Boston Placement Bureaus<d

Annual Fee (% of
Salary Annual Salary)

Under $3,000 —<2>

3.000 - 3,999 3%
4.000 - 4,999 4%
5.000 - 5,999 5%
6.000 - 6,999 6%
7.000 - 7,999 7%
8.000 - 8,999 8%
9.000 - 9,999 9%
Over $9,999 10%

(1) In those cases where the position provides a drawing account against com-
missions in excess of $3,000, special fees are in effect which vary with the
amount of the account.

(2) One week’s full pay.

Collections and Other Aspects
Job seekers pay 90% of the total fees collected by private em-

ployment agencies. The balance is paid by employers, notably the
corporations and institutions seeking technical and scientific man-
power.

Placement fees become due and payable upon the acceptance
of a job by the applicant. To encourage early full payment, a 5%
discount is allowed if payment is made within 10 days of the date
when the placement becomes effective. As a general rule, the dis-
count privilege is not granted in employer-fee situations.

Many successful job seekers do not have the financial resources
to pay their fees at time of placement. In such cases the agency
may permit installment payments over a period of time. In isolated
cases it has been charged that contracts were assigned to a loan
or finance company under these circumstances, but it seems clear
that the latter practice is not generally followed by the industry.
The installment schedule which is most frequently followed by the
major Boston agencies is as follows:

Basis of Amount of
Installments Installments

Weekly 1/6 per week
Semi Monthly 1/3 every 2 weeks
Monthly 2/3 after 1 mo.; 1/3 after 2 mos.
Temporary 10% each pay day

As has been indicated, this acceleration of fee payments has
directed criticism towards the commercial agencies on the ground
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that the worker is thus deprived of too large a share of his earnings
during the payment period. Agency proprietors reply that, inas-
much as time is of the essence in placement work, little opportun-
ity is available for investigating the credit reputation of the appli-
cant. They add further their policy is elastic and extensions and
other concessions are gi’anted the applicants when conditions war-
rant.

To insure installment payments of fees some agencies rely on
employer deductions. In past years, this device was used by un-
scrupulous proprietors to fleece job applicants in conspiracies with
foremen and plant superintendents. Employees were discharged
after making their fee payments so that second and third fees
might be collected in connection with the same job. Despite state
legislation on this score, testimony at a recent Congressional hear-
ing indicated such activity continues, even to the extent of apply-
ing all the worker’s earnings to the satisfaction of the debt.1

Most of the contracts used by major Boston agencies contain
the provision authorizing employer deductions. However this per-
mission in and of itself is not binding on the employer. Written
acceptance of the employer must be secured and the transaction
must adhere to the statutory proscriptions on assignment of wages
(Mass. G.L. c. 154, ss. 3 and 4). Exploitation of the Massachusetts
employee is prevented by the statutory provision exempting % of
weekly earnings or wages from assignment.

Both the collection and refund of fees are sources of annoyance
to the employment agency business. One experienced person at a
recent seminar2 estimates that up to about 20% of the fees of
placement agencies are not collected.

Major grounds for refusal of workers to pay placement agency
fees are stated to be (a) size of fee, (b) misrepresentation of the
job, and (c) non-performance by the agency. When the new job
develops to be only temporary, whereas the agency acted on the
indication that it was to be permanent, the grievance is usually
adjusted with the payment of the fee for temporary employment.

1 Hearings on S. 3259 of 1962, 87 Congress, Ist Session.
2 New England Conference of Private Employment Agencies, May 3, 1963,

Auburn, Mass.
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The operator of a small Greater Boston agency indicated at this
same conference that about 5% of agency billings are turned over
to attorneys or collection agencies. The Boston Licensing Board
reports considerable success in resolving the differences between
the parties concerning agency fees under attack.

The Massachusetts law favors the placement agency relative to
the refunding of fees to the job seeker. In essence, the statute pro-
vides a return of five-sixths of the fee if the employee’s discharge
occurs within 10 days through no fault of his own. Critics of this
section maintain the entire fee should be refunded. They allege that
a 10 day period is too short, and suggest as an alternative a period
of 3 to 6 months. The present short statutory period does not give
the new employee a fair opportunity to determine his personal
satisfaction with the job. Moreover the critics indicate that any
collusive arrangements between the agency and employee could
be easily concealed until after expiration of the 10 day period.

In this general discussion of the procedures and methods of com-
mecial agencies, there arises the final topic of the per-
formance of placement agencies as a whole. How do the results of
private employment bureaus relate to the manpower needs of the
nation? How much success can a job seeker expect when he en-
trusts employment problems to a commercial fee-charging place-
ment agency?

The answers to these questions are difficult, since placement
ratios vary considerably. On one extreme is the estimate of two
members of the industry appearing before a legislative committee
in Minnesota; they surmised that placements only represent a tiny
fraction, less than 1% of the total number of applicants.1 How-
ever, it is doubtful that placement agencies could survive on such
a basis. The other extreme is illuminated by the finding of an
author who estimated a decade ago that the normal placement
ratio is about 20% with a rise to perhaps 33% in times of high
employment. 2

Performance

i Minnesota Legislative Research Committee, Private Employment Agencies,
August 1962,

2 William David Reiff, Private Employment Firms, Chicago, 111., June 1952.
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Other sources indicate ratios falling between these two extremes.
Thus, a limited canvas of National Employment Association mem-
bers (107 agencies throughout the country) indicates a placement
ratio of approximately 18%.1 Recent Congressional hearings on
this general subject indicate a placement ratio of from 10 to 25%
of applicants. 2 Moreover, it is quite possible that these estimates of
placement ratios are too low because unemployed job seekers regis-
ter at more than one agency for more than one job group.

Over the years, various witnesses stress that improving per-
formance by the private employment agency is meriting greater
acceptance by both industry and the public. Regulatory proposals
still find their way into legislative halls, but abolition and “ripper”
bills have been abandoned. In the main, the private agency has
received the approbation of chambers of commerce and other trade
groups.

Locally, the Greater Boston Better Business Bureau reports that
in general the industry is being conducted in the public interest.
The largest employer in Massachusetts finds the private agency
“a good and fertile source” to fill his needs, particularly on the
professional level. A Boston concern with a labor force of 2,500
employees places heavy reliance on private agencies in meeting
its manpower problems. The personnel director of the home office
of a large life insurance company which conducts centralized hiring
for company needs throughout the country testifies that private
agencies are the best source of personnel. Other large Boston cor-
porations indicate they obtain most of their employees through
other avenues, but report satisfactory experiences with the com-
mercial placement bureaus in seeking some new personnel.

Similarly, the responses to a Legislative Research Bureau ques-
tionnaire reveal the finding that only a handful of license suspen-
sions or revocations have occurred with reference to employment
agencies within the past decade. Such drastic action has only oc-
curred in Boston, invariably in connection with the hiring of
domestic and household help. This major disciplinary action be-
comes all the more significant since the licensing authorities have
the power to issue and revoke licenses at pleasure.
1 National Employment Association News, February 1963.
2 Hearing on S. 3259, 87th Congress, 2nd Session, June 1962.
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Nor has local agency conduct been the basis of action by law
enforcement groups. A recent complaint to the state’s Attorney-
General absolved the placement service of any wrong-doing. And
a pending investigation of another agency’s practices in the placing
of domestic help indicates that nothing serious is involved.

As indicated heretofore, legislation covering commercial place-
ment agencies has ranged from complete prohibition to ineffectual
control. Most of the legislation falls between these two extremes
and is motivated by the desire of furnishing adequate protection
to the public without harming legitimate business enterprise. A
permanent stimulus for regulation has been the susceptibility of
the industry to fraud, deception and other reprehensible practices.
Of great weight also is the fact that the community has a great
stake in overcoming the evils of unemployment with its loss of
production, distress, crime and poverty. Certainly the public is
much more affected by the conduct of job procurement agencies
than by that of many other types of enterprise.

To date, there is no federal law covering the regulation of private
employment agencies. If enacted such legislation will be restricted
to those procurement agencies engaged in interstate commerce.

Relatively little is known of early Congressional proposals in
this field, but coordinated action starts with the United States
Commission on Industrial Relations in 1914. After much study,
this body recommended (a) establishment of a national system of
labor exchanges as part of a nationwide public employment system,
and (b) regulation of private employment agencies in interstate
commerce. To achieve the latter objective the following steps were
suggested: (1) licensure of private agencies by the Bureau Direc-
tor in charge also of the public system, (2) bonding of agencies, (3)
prohibition of registration fees, (4) posting of service fees, (5)
weekly reports on job orders, work applications and placements,
and (6) prohibition of doubtful practices. Many of these recom-

Federal Activity

CHAPTER m. REGULATION OF PRIVATE
EMPLOYMENT AGENCIES
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mendations came under heavy attack from the commercial agencies
and they failed to mature into legislative proposals.

Over the next two decades, federal manpower hiring proposals
centered on a nationwide public employment system which was es-
tablished by the Wagner-Peyser Act of 1933. Three years later
delegates to the Second National Conference on Labor Legislation
suggested a model federal employment agency law to replace the
inadequate state measures in controlling the doubtful practices as-
sociated with recruitment and placement across state lines but no
proposal was introduced in the Congress. These deliberations did,
however, accomplish the twofold purpose of: (1) drafting a model
state licensure law, and (2) drafting a federal employment agency
statute.

During the difficult period prior to our entry in World War 11,
Congressional hearings revealed much unnecessary movement and
artificial turnover of labor, posing a threat to the stabilization of
the labor supply and to national security. Though this disruption
of the labor market was principally attributable to unscrupulous,
nomadic labor agents, it was deemed wise to initiate a compre-
hensive proposal covering the activity of all procurement agencies
(H. 5510 of 1941). The resultant Tolan bill provided for (a) regis-
tration by the Secretary of Labor, (b) filing of a $25,000 bond,
(c) prohibition of certain doubtful practices, and (d) authority to
set fees by the Secretary of Labor. Despite lengthy hearings, and a
favorable House sub-committee report, the bill was rejected.

With but one exception in 1949,1 further congressional considera-
tion of the private employment industry has been dormant until
last year’s introduction of somewhat relevant bills by Senator
Wayne Morse of Oregon (S. 3259), and Representative Abraham
J. Multer of New York (H. R. 11358). While these proposals ap-
plied only to the further regulation of private agencies in Wash-
ington, D. C., high officials of the placement industry view them
as precursors of nationwide federal control. Both bills are similar
in their content, and markedly resemble the model state licensure
law which was slightly revised by the Labor Department in 1959.
A hearing was held on the Senate proposal and the Committee
report differed from the initial proposal on two main points. The
1 H. R. 3651, 81st Congress, Ist Session.
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first of these vested fee-fixing powers in an administrative authority
(the Commissioners of the District of Columbia) rather than con-
gressional control as requested in the original measure. The second
change related to the creation of an Employment Agency Advisory
Board composed of representatives of the public, employers and
the recruitment industry to assist in the administration of the
stature. 1 No further action was taken by the Senate and both
Senator Morse and Congressman Multer has introduced their pro-
posals in the current session (S. 1919 and H. R. 5994). At the
time of writing, neither proposal has been assigned a hearing date.

In addition to the above, Congressman John Fogarty of Rhode
Island has introduced a resolution calling for a study of all place-
ment services and the drafting of recommendations which “assure
that such services be rendered exclusively as a public service and
at no charge.” (H. J. Res. 607). The resolution was referred to the
House Committee on Education and Labor, and no action has yet
been forthcoming.

The Massachusetts statute on employment agencies was enacted
in 1848, but there seems to be general agreement that the statutory
regulation of private agencies really started with Minnesota’s first
regulatory statute of 1885 on this point. In that year private agen-
cies in that state were required to be licensed and to post a bond
as protection to applicants against fraud and misrepresentation.
Growing public dissatisfaction with commercial agencies stimulated
passage of further state statutes. Hence by the start of the depres-
sion, 39 states had passed regulatory laws. Today, private agency
licensure statutes are in effect in all except five states (Ala., Miss.,
N. Mex., So. Car. and Vt). Within the latter five states partial
regulation occurs through local ordinance in the states of Alabama
and Mississippi.

Judicial decisions are of course an additional influencing factor
in the scope and character of employment agency law, especially
since four decisions by the U. S. Supreme Court govern the frame-
work of much legislation on this score. Reference has been made to

State Statutes Elsewhere

Judicial Decisions

1 Senate Report No. 2269, 87th Congress, 2nd Session, October 2, 1962.
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early state legislation calling for abolition of fee-charging bureaus.
In some states such legislation proved ineffectual because of defects
in administration and enforcement. But one such act in Wash-
ington sparked a historic judicial decision favoring the commer-
cial placement industry.

In 1914 the voters of the State of Washington approved the Em-
ployment Agency Law (Laws of Washington 1915, c. 1). This
law in effect outlawed private agencies by prohibiting the collec-
tion of placement fees from applicants although they might be
collected from employers. Subsequently, the State Supreme Court
upheld its constitutionality, relying on the alternative available to
an agency to seek compensation from the employer of the job
seeker who had been placed ( State v. Rossman, 93 Wash. 530). On
this basis, agency earnings were small and very few of them could
survive.

A few years later, the United States Supreme Court declared
the Washington statute invalid in a 6-3 decision, on the following
basis:

"The statute is one of prohibition and not regulation. We think it plain
there is nothing inherently immoral or dangerous to public welfare in acting
as a paid representative of another to find a position in which he can earn
an honest living. Thus, the act is arbitrary and oppressive and unduly re-
stricts the liberty of appellants to engage in a useful business.” (Adams
Tanner, 2U U.S. 590, 1917.)

In a strong dissent, Justice Brandeis, joined by Justices Holmes
& Clarke, emphasized that the valid exercise of the police power
of the state may destroy a business, and that the statutory prohibi-
tion of agency fees was a necessary part of a constructive unem-
ployment policy.

One year earlier, the U. S. Supreme Court considered Michigan’s
licensing and fee-fixing statute and ruled that the private em-
ployment agency was a business properly subject to regulation
and control (Brazee v. Michigan, 2Jfl U.S. 3Jt 0,1916). However, the
issue in this case related to regulation, not abolition, as in the
Tanner case:

Hostile critics of the private agency thereupon turned to fee-
fixing as a basis to make placement work unprofitable and unat-
tractive. Many states had legislated on this score prior to Adams
v. Tanner but this decision stimulated much legislative interest;



[Jan.SENATE —No. 655.48

during this early period the issue was judicially determined in the
single state of California where the Supreme Court declared invalid
a statutory prescription on the limitation of placement fees (Ex
parte Dickey, 144 Cal. 234, 1904) • In a few jurisdictions the State
Attorney General had expressed doubts that regulation in this
fashion was constitutional. But when the historic decision of
Ribnik v. Mcßride was handed down (see next paragraph), 20
states had price-fixing provisions within the framework of their
private agency legislation.

Under a New Jersey law, the issuance of a placement bureau
license was contingent on the approval of the agency’s fee schedule
by the State Commissioner of Labor (N. J. Laws c. 227, 1918).
The schedule of fees filed by Ribnik was deemed to be excessive
and hence the Labor Commissioner refused to issue a license to
him. Ribnik’s efforts among the local courts were unsuccessful and
he appealed to the United States Supreme Court, charging the
statute deprived him of his right to liberty and property without
due process of law.

The latter court declared the fee approval section of the New
Jersey act invalid by a 6-3 decision. Speaking for the majority,
Justice Sutherland stated:

“The power to require a license for, and to regulate the conduct of a
business, is distinct from the power to fix prices. The fact that a business
lends itself peculiarly to the practice of fraud, distortion and discrimina-
tion may be ground for regulation but not for price-fixing.” (Ribnik v.
Mcßride, 277 U.S. 350, 1928).

Instead of this decision provoking repeal action in the various
states, the related fee-fixing provisions were merely allowed to be-
come inoperative. However, New York and Nebraska strongly con-
tended that Ribnik v. Mcßride was not controlling with reference
to their statutes and the State of Nebraska instituted friendly liti-
gation to resolve the question.

Under Nebraska law placement fees were limited to 10% of the
first month’s salary. The State Supreme Court invalidated this
statute. But that invalidation was then reversed by unanimous
decision of the U. S. Supreme Court. The latter decision discarded
the economic philosophy which was controlling at the time of
Ribnik v. Mcßride and based its action on a long list of cases in
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the interval which supported price-fixing measures {Olsen, Secre-
tary of Labor v. Nebraska ex rel Western Reference and Bond
Association Inc. et al, 313 U.S. 236,191^1).

Private employment agencies are strongly opposed to fee-setting
legislation, particularly when control of fees is vested in an admin-
istrative authority. This opposition has evidently been effective,
since no significant action has been taken by state legislatures in
adopting fee regulatory measures in the light of the favorable de-
cision of Olsen v. Nebraska. Furthermore, leaders of the industry
intimate that the new doctrine enunciated in the Olsen case is in
jeopardy, citing the following recent Colorado decision. At issue
were the maximum placement fees established by an 1893 statute
for certain classes of hiring. In its 1960 ruling, the Court opinion
stated:

“The implied condition to be read into every rate-fixing statute is that the
rates shall remain in force at such times and only as their enforcement
will not work denial of a right to a fair return.” (People of the State of
Colorado v. Albrecht !Jfs Colo. 202; 358 P. (2nd) 4).

In effect, the Court stated that the existing rates were obsolete.
This opinion was undoubtedly shared by the enforcement authority,
the State Industrial Commission, which on numerous occasions had
petitioned the Colorado Legislature to establish realistic rates. But
on the other hand, there is no case dicta to indicate that a chal-
lenge of the sovereign’s power to fix rates would be sustained.

The above findings in Brazee v. Michigan, and Adams v. Tanner
are applicable in this State. Massachusetts’ cases on the validity of
regulating certain business enterprises contain many references to
these cases.

Precedent exists in Massachusetts for the federal decision in
Ribnik v. Mcßride. Thus, in response to an inquiry from the Legis-
lative Committee on Education relative to a bill to limit teacher
agency fees, the then Attorney-General of Massachusetts answered
that legislative action on this point would be invalid, in the fol-
lowing terms:

“Purchase and sale of private personal service is property, and the right
to make a contract on this score is the essence of liberty. Proscription
of the maximum price at which a private individual shall sell his labor
or service has a less direct relation to the safety, health or morals of the
public.” (5 Op. Atty. Gen. 1920, p. 484).
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Another example of adherence to the Ribnik decision is found in
the 1932 Special Commission on the Stabilization of Employment
recommendation for mere filing of fee schedules, rather than fixing
of fees as suggested by prior study commissions.

Aspects of Agency Licensure Laws
The statutes in effect in 45 states relative to the regulation of

private employment agencies vary considerably. The general pat-
tern of more comprehensive laws includes the seven following
features: (1) annual licensing; (2) bonding; (3) regulation of
fees and refunds; (4) prohibition of various practices; (5) record-
keeping and inspection; (6) penalties; and (7) enforcement usually
by the state labor department.

The laws of seven states (Colo., Hawaii, N. J., N.Y., Ohio, Utah
and Wis.) rather closely approach the above objectives. Many of the
other states have legislated relative to at least half of the objec-
tives, and in but a handful of jurisdictions the above requirements
seem to have been of little influence in drafting agency control
measures.

The statute of Ohio is comprehensive and the employment in-
dustry, business, the public and enforcement officials have had a
satisfactory experience with it. It has therefore been selected as
illustrative and is reprinted as Appendix B of this report.

Coverage. The various state laws vary greatly in their coverage.
About a dozen states include all organizations (commercial or
otherwise) which conduct placement activity (Ark., Del., Ga., Ida.,
111., lowa, Minn., Neb., Nev., N. H., Va., Wash., and Wyo.). On
the other hand, a larger number of states exclude one or more
types of placement service. But even among this classification,
there is much diversity some states requiring “exempt” agencies
to secure permits instead of licensure and other waivers being
dependent on the character and scope of the placement activity.

The chief beneficiaries from limited statutory coverage have been
(a) charitable, religious and non-profit corporations, (b) nurses’
and other medical associations, (c) teachers’ and professional asso-
ciations (d) labor unions, and (e) employer, trade and similar
organizations. Their exemption is undoubtedly due to a belief
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that their professional character, philanthropic purpose and re-
stricted activity practically eliminates any victimization of appli-
cants. For example, 20 states provide exemption for religious and
charitable groups, 11 on an outright basis and nine when
no fee is charged the applicant. Twelve jurisdictions exempt
agencies sponsored by employer associations, five outright, six
when no fee is charged, and one if referrals are to educational
institutions. Exemptions for teacher associations are provided in
ten states, and for nurses’ associations in nine states, of which six
stipulate that the association be operated on a non-profit basis.
Finally, labor unions are immune from placement regulations in
eight states seven outright and one if no fee is required.

The coverage aspect of agency legislation becomes complicated
when consideration is given to commercial registries for nurses,
teacher agencies operated for profit, theatrical agencies and farm
labor contractors. As an indicator of the few states having legis-
lation regulating farm labor contractors, three states (Cal., Tex.,
and Wash.) have separate statutes, while two states (Nev. and
Ore.) make this activity subject to the private employment
agency law. Three states (Cal., Colo., and Mass.) have separate
statutes on the licensure and regulation of theatrical agencies,
while in 10 states (Fla., 111., Mich., Minn., Mo., Neb., N.J., N.Y., Ohio
and Pa.) such agencies fall within the coverage of the general
private employment agency law or appendages thereto.

Agency Licensure. Only the state of Washington is absent from
the 45 regulatory jurisdictions which prescribe licensure, inas-
much as Virginia joined the latter states last year.

About a third of the states provide no administrative guidance
for issuing agency licenses. Another 28 states stipulate that the
licensee must be of good moral character and that his proposed
premises must be suitable for the conduct of the business. Two
states allow the licensing authority much latitude in issuing the
necessary papers to “suitable” persons (Mass, and N. H.). In ad-
dition to the qualification of good character, three states (Fla.,
Ga., and N.Y.) require the license holder to have two to three
years of experience in private agency, personnel, vocational guid-
ance or related work.
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To demonstrate good character applicants usually need only to
furnish affidavits of their reputation and integrity from two or
three persons, with some states limiting affidavits to those made by
residents of the same state. Occasionally, states conduct an in-
vestigation and hearing to discover additional evidence. Premises
are defined as suitable under most statutes when they are not to
be used jointly for the purpose of conducting a lodging house,
gambling or other illegal enterprise, the sale of alcoholic beverages,
and poolroom or other recreational ventures.

In addition to the above qualifications for placement agencies
a few states have a “necessity” clause. Under such a clause a
licensing authority may withhold approval if the needs of the public
and industry are already being met sufficiently by existing local
agencies, both public and private. This approach has been used at
one time or another in five states (Ariz., Minn., Nev., N. J., and
Wis.), while attempts to so legislate have been unsuccessful in
three states (N.Y., Pa., and Mass.). The Minnesota Supreme Court
has invalidated the clause because it abridged the constitutional
protection of equal liberty and due process of law {Engherg v.
Debel, 260 N. W. 626), and New Jersey later repealed such a
statutory provision. Today, only the laws of three states (Ariz.,
Nev., and Wis.) still retain this provision.

Licenses are issued on a yearly basis except for the biennial
approval of Connecticut. They remain in force and are usually
reissued as long as the holder complies with the statute and the
regulations of the licensing authority. Violations of the law or rules
may lead to suspension or revocation in 41 states after a hearing,
plus possible fines and prison terms. Most licenses are not trans-
ferrable. In many states, a change of business location necessi-
tates a new license.

As indicated, Massachusetts is one of the two states authorizing
licensing authorities to issue licenses to “suitable” persons. Re-
sponses to a questionnaire of the Legislative Research Bureau re-
veal that if any investigation is made of the applicant, his “suita-
bility” is usually determined by a police check. In Boston, little
constructive information concerning educational or professional
background is called for on the application; only one reference
is required. A police investigation is undertaken, and if it develops
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adversely for the applicant, he is usually interviewed by the Li-
censing Board before a final decision is made.

The Commonwealth’s second largest city, Worcester, reports that
the applicant licensee is usually interviewed by a police lieutenant,
serving as the License Board Investigator, as to “qualifi-
cations, experience, educational background and criminal record.”
Additionally, an interview with the License Board is mandatory.
A few of the smaller cities and towns stated that the applicants
appear before local Committees on Claims and Licenses of their
City Councils, Boards of Aldermen, or Boards of Selectmen.

License Fees. Slightly more than one-half of the licensing states
(23) prescribe a flat licensure fee, ranging from a low of $5 in
Montana to a high of $2OO in West Virginia and Arkansas. The
most frequently used fees are $5O (used in the five states of Ind., La.,
Neb., Nev., and Okla.) and $lOO (used in another five states, e.g.,
Fla., Ga., Me., Md., and Ohio). Among the other states having a
flat fee, levels range from $lO to $l5O.

Other states use a variety of standards to determine the amount
of the license fee. In 10 states, the population of the locality in
which the agency operates accounts for the amount of the fee
(Cal., Colo., Kan., Mich., Mo., N.J., N.C., Ore., Tenn. and Wyo.,
with an additional municipal license charge being assessed in
Colorado). Minnesota and North Dakota gear the fee to the class
of license and the type of occupations serviced. Business volume
provides the fee basis in Arizona and Wisconsin where the amount
is predicated on agency receipts, and in Illinois and New York
where the number of counsellors or placement employees is a
factor.

Among other variations, two states vest discretionary authority
in the administrator (R.I. and Utah) and two states stipulate a
$2 minimum (Mass, and N.H.). The $2 minimum is generally
adhered to in Massachusetts but Boston charges $5O for a Class I
license and Worcester $25 for all licenses. Further isolated in-
stances of rates in excess of the minimum have been uncovered,
e.g., the town of East Longmeadow, the highest rate uncovered
in a town ($25 original, $l5 renewal).

Finally, Idaho charges no fee for the agency permit and, as
mentioned heretofore, Washington requires no license for agency
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operations. Additionally, a handful of states stipulate payment of
the applicable rate for each branch office (Cal., Fla., Md., and Tex.).

Bonding of Agencies. Bonds posted by employment agencies
serve to protect applicants by insuring payment to them of any
adjudicated, agreed-upon, or statutorily set damages caused by un-
lawful acts of the agency. Protection of this type exists in 36
states, except that Rhode Island gives the administrator discretion
to decide whether a bond must be posted. In Arizona the practice
is to require a $5OO cash deposit.

Bonding requirements range from a low level of $5OO (Ks., Mo.,
Okla., and Wyo.) to a high of $lO,OOO at the discretion of the ad-
ministrator in Alaska. The most common penal sum is $l,OOO
(Ark., Cal., Colo, with $2OO additional required by municipal
ordinance, Ga., Ind., Me., Mich., Nev., N.J., Ohio, Ore., Pa., Tenn.,
Utah and Wis.). Next in preference is a $2,000 bond required in
six jurisdictions (la., Md., Minn., Neb., N.D. and S.D.). Other ex-
amples of bonding requirements are: $2,500 (Conn.); $3,000 (Fla.,
Hawaii, Mont, and N.Y.); and $5,000 (Ida., La., and Tex.). Illinois

the amount of the bond to the license fee, e.g., a license fee
of $75 or less requires a bond of $2,000; more than $75, a $5,000
penal sum. Eight states have no express provision on this score
(Del., Ky., Mass., N.H., N.C., Va„ Wash., and W. Va.)

Regulation of Registration Fees. Registration fees are payments
made to an agency when the applicant first requests employment.
This issue has been previously discussed in Chapter II and ref-
erence at this point is limited to the extent that states have
legislated on this issue.

A blanket prohibition of registration fees exists in 19 states
(Cal., Conn., Del., Hawaii, Ind., La., Mass., Me., Mich., Minn.,
N.C., N.D., N.J., N.Y., Okla., Ore., S.D., Tex., and Utah). An-
other jurisdiction, Maryland, permits only teachers’ agencies to
assess fees of this type. Most of these states incorporated this
prohibition in their initial regulatory measures; others have added
this feature to the basic law, the most recent being Oregon in 1962.

Seven states require approval of registration fees by the ad-
ministrator or licensing authority (Ariz., Ga., Fla., 111., Ohio, Pa.
and Wis.). Ten states, either by general statute or by statutory
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limitation on the exercise of the administrator’s discretion, estab-
lish a maximum registration fee of $5 (Alaska, Ga., Fla., 111., la.,
Ks., Neb., Pa., Va., Wis. and Wyo.).

Completing the review on this score, only one state (Mo.) by
law specifically allows a registration fee, and the balance of the
eleven regulatory states are silent on this point.

Placement Fees and Refunds. The placement fee is the principal
source of revenue to the employment business. Hence, in-
dustry leaders exert strong efforts to repeal existing price-fixing
provisions of the statutes and to prevent the adoption of any new
legislative proposals of the sort.

Legislative intrusion into the area of fixing employment agency
fees is of early origin. Excessive fees and allied practices stimu-
lated New York to undertake price-fixing regulation in 1888.
Like reasons motivated other states to follow suit with the re-
sult that at the time of the Ribnik case 1 in 1928, 20 states had
similar statutory provisions (Cal., Colo., Conn., Ind., la., Me., Mich.,
Mont., Neb., N.Y., N.C., Ohio, Okla., Ore., Pa., R.1., S.D., Tex.,
Utah and Wis.). At the present time, 18 jurisdictions fix fees,
with another 11 states using a modified aspect of this approach.2

Of those states having price-setting provisions at the time of the
Ribnik decision, 10 still retain this feature (la., Me., Mont., N.Y.,
Ohio, Okla., Pa., S.D., Tex., and Utah). In later years eight states
have legislated on this score (Alaska, Ariz., Del., Hawaii, Ks., La.,
Nev. and W. Va.) Among both these groups of states the legislative
assemblies of nine jurisdictions establish the maximum fee (la.,
Ks., Me., Mont., Nev., N.Y., Okla., Tex., and Utah) and an equal
number have delegated rate-making authority to the state labor
department (Alaska, Ariz., Del., Hawaii, La., Ohio, Pa., S.D., and
W. Va.). However, Ohio, Pennsylvania and Delaware define fees
for temporary jobs only; for permanent employment Ohio specifies
administrative approval, Pennsylvania mere posting with the De-
partment of Labor and Industry, and Delaware has no express
provision. As a further note, the employment industry challenges
the inclusion of Kansas among the fee regulating group, contend-
1 277 U.S. 350, Decision invalidated state approval of agency fees.
2 U.S. Department of Labor, Brief Summary of State Laws Regulating Private

Employment Agencies, May, 1963.
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ing that Kansas prohibits any placement fees and that the limita-
tion relates to a registration charge. 1

Vestiges of regulation also exist in other states. Thus, three
jurisdictions stipulate that the agency’s rates must be approved by
the administrator before becoming effective (Fla., N.J. and Wis.).
In eight others posting of an agency’s schedule is mandatory (Cal.,
Conn., Ga., 111., Ind., Minn., N.D., and Ore.). The latter procedure
constitutes a measure of regulation since any fee in excess of
posted rates violates the statute.

Fees regulated by government are based on the occupation,
wages and sex of the applicant and whether the job is permanent
or temporary. No effort has been made to determine for this re-
port an average or standard set of rates among the fee control
states. 2 It may be said that the old rule of thumb standard, namely,
a fee equal to a week’s salary, or a formula on about that basis, is
still representative of agency rates, particularly in regard to posi-
tions paying less than $lOO/ week, and especially in those states
which set fees by statute.

Efficacy of Fee Control. Leaders of private employment agencies
question the effectiveness of rate-fixing in regulating the industry.
They point out that, with the single exception of New York State,
(a) such control relates only to sparsely populated states, (b) few
agencies operate in those areas, (c) in many situations the statute
is not enforced because of its unrealistic price structure, and (d)
the tendency in recent years has been to avoid establishing price
controls over agency fees. In relation to (b) above, it may be
argued that the specific requirement of the statute precludes in-
ordinate profits on the part of agencies, and that they therefore
avoid these states. But on the other hand, the observation seems
justified that a provision of law which discourages the undertaking
of a commonly accepted legitimate enterprise is worthy of review.

Available evidence indicates there is much strength to the in-
dustry’s position. Reference is made to the roster of states de-
scribed as rate-setting jurisdictions in the distant past. Of that
1 $1 fee for wages up to $3 per day, $2 in excess of $3 daily wage.
2 For students of this subject who are desirous of exploring this detail further,

pertinent data may be found among the working papers on file in the
Bureau office.
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group, five states (Colo., Mich., Neb., N.C. and R. 1.) have abandoned
fee regulation. Two populous states (Ohio and Pa.) now limit
rates for temporary employment only. In the state of Wisconsin
administrative approval is required, and only posting of fees is
required in the present statutes of 4 states (Cal., Conn., Ind. and
Ore.). Moreover, North Dakota which has just enacted a private
agency law prescribes posting of fees only (1963 Laws of N. Dak.,
c. 255).

Almost complete rejection of the legislative fee-fixing measures
introduced in the 1952-1962 period is indicated by an interesting
survey 1 of 42 states. 2 Thirty-four measures were defeated in 15
states which advocated either (a) statutory maximum rates, (b)
administrative rate-setting, or (c) reduction in existing maximums
(Ala. ’6l; Ariz. ’53-5-7-’6l (8); Ark. ’55-’57; Cal. ’57, ’59, ’6l; Fla.
’5B; 111. ’6l; Ky. ’62 (2); Mass. ’62; Minn. ’55, ’6l (2); N.M. ’57,
’59, ’6l (2); Ohio ’57; Tenn. ’55 (3); Utah ’6l; Wash. ’55, ’57 and
Wis. ’59). Alaska alone enacted a successful proposal authorizing
administrative setting of rates (Laws of 1953, c. 94).

In similar fashion, the agencies have encountered a good degree
of success in pursuing a positive legislative program, particularly
recently. Thus, lowa and Utah, respectively, passed agency-spon-
sored legislation in 1957 and 1959 to increase statutory-set fees.
A notable victory was scored in Hawaii when authority was granted
to the administrator in 1961 to establish rates, supplanting existing
statutory regulation; as the result, the administrator has raised
rate limits. Likewise in 1961, administrative action in South
Dakota resulted in the revision upward of the fee for temporary
employment.

To complete the picture, agencies suffered reverses (Tex. and
Colo.). In Texas, a proposal to increase the statutory rate was
defeated in 1961. Efforts to repeal Colorado’s statutory-set limita-
tions in certain mechanical and labor type occupations were un-
successful in both 1957 and 1959, though the proposal passed the
1 National Employment Association, Fee Regulation and Rule-Making Au-

thority in State Laws Regulating Private Employment Agencies 1952-1962,
Detroit, Michigan 1963.

2 Excludes 8 states (Alaska, Ida., Me., Mass., Nev., N.Y., R. 1., and Vt.).
Related Alaska and Massachusetts activity is documented by findings of
the Legislative Research Bureau.
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Legislature in the latter year only to be vetoed by the Governor.
However, this defeat was temporized by a subsequent Supreme
Court ruling invalidating the fee-setting provision of the law. People
of State of Colorado v. Albrecht llfs Colo. 202; 358 P. (2nd) 4;
1960).

Provisions for the refunding of fees occur in the private em-
ployment agency laws of 33 states. In addition, three other state
statutes authorize the enforcing authority to require the return
of payments made (La., R. 1., & Wis.). Re-payment is tailored to
various formulae, and results chiefly because of agency misrepre-
sentation or discharge of the employee through no fault of his own.

Prohibited Practices. To supply the job hunter with basic safe-
guards in dealing with private agencies the large majority of
states have enacted provisions designed to inhibit irregular and
unethical practices. The unscrupulous agency proprietors in the
main have been responsible for legislation on this score.

The chief practices outlawed, and the numbers of states involved
are as follows:

(a) misrepresentation (39 states)
(b) fee splitting(32)
(c) referrals to places of immorality (31)
(d) referrals without bona fide job orders (29)
(e) referrals in labor disputes without informing applicants

(24)
(f) referrals to illegal employment (17)
(g) inducing employers to discharge employees (11)
(h) use of misleading trade name (11).

Other condemned practices are those which compel an applicant
to (1) contribute to the cost of advertising, (2) subscribe to
an agency publication or other incidental service, and (3) the use
of blind or anonymous advertising. Unlawful action connected with
agency internal management include (a) failing to return fee on
demand, (b) making false entries, (c) allowing undesirables to
frequent the premises and (d) conducting other business at the
agency site.

Administration. Effective regulation depends on proper adminis-
tration and enforcement. For policing employment agency activity
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state labor departments are favorites as administrative units, be-
cause these departmentsprovide the experience, skill and knowledge
required to carry out the responsibility of the law. Local control
is opposed because of the lack of uniformity and because the ac-
tivity of an individual agency is not necessarily confined to local
borders.

On the other hand, private employment agencies advance two
major grounds for their antipathy to state labor department con-
trol. Foremost is the fact that heads of state labor departments
are more frequently appointed from the ranks of organized labor,
and they are especially dedicated to social progress for the work-
ingman. Hence the placement industry finds it hard to believe that
such officials can act objectively and impartially. Probably of equal
significance is the fact that the Labor Commissioner in most states
is the administrative head of the public employment system, and
private agencies therefore allege they are supervised in such cases
by their publicly-supported competitors.

But the record shows that state legislatures have not hesitated
to entrust enforcement obligations to the state labor board, 34
states follow this procedure. In a few instances there is dual re-
sponsibility. Thus, in Colorado and Utah the law is administered
in part by the Industrial Commission and in part by local officials.
Under a recent New York statute, the supervision of agencies out-
side New York City has been assigned to the State Labor Depart-
ment, and of those agencies within the City to the Board of License
Commissioners (N. Y. Laws of 1963, c. 479).

In recent years the policing responsibility has been assigned to
other state agencies. The Indiana Department of Revenue assumed
this task; in Florida the Secretary of State succeeded the Indus-
trial Commission; and in Ohio, the Department of Commerce re-
placed the Bureau of Unemployment Compensation. And the most
recent state to embark on state regulation of private employment
bureaus places this authority with its Attorney-General. (N.D.)

Exclusive local supervision is followed in seven states. In four
of them (Me., Mass., N.H., and R. 1.) city and town officials or boards
administer the statute, while in the remaining three states, re-
sponsibility is delegated to certain county officials (Ida., Mont,
and Wash.).
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This phase of recruitment activity is little used in this Common-
wealth, but a brief mention is appropriate of state laws which in
particular affect the hiring of agricultural personnel for out of state
employment. A prime purpose of such laws is to discourage labor
contractors, and to a lesser degree employment agencies, from en-
gaging workers for out-of-state employment.

Twelve states have met this aspect of manpower recruitment
either by enacting separate Emigrant Agent Acts or by appending
provisions to existing employment agency statutes (Ala., Ark.,
Del., Fla., Ga., Hawaii, La., Miss., N. C., S. C., Tex. and Va.). Costly
license fees assessed usually by both state and county governments,
high bonding requirements, additional licenses and occupation
taxes, concurrent control and supervision by many governmental
bodies, and serious penalties for violations typify the extent of
these laws.

Laws to license the employees of placement agencies are found
in only four states (Fla., 111., N. J., and Pa.). To a limited degree
they deter the former evil practice of using others as a shield when
the actual owner 1 is unable to satisfy general agency licensure pro-
visions.

To qualify for licensure in these states, placement employees
must meet competency and character standards, usually trust-
worthiness and a reputation for fair dealing. However, in Florida
the agency manager must have a special experience and in New
Jersey placement personnel must pass a written examination cov-
ering state labor laws. License fees are $5 (111. and N. J.), $lO
(Fla.) ands2s (Pa.).

Proposed Model State Legislation
A model private employment agency act has long been urged

for almost 30 years by heads of State Labor Departments, union
officials and other interested parties. Some disagreement has de-
veloped as to the role of the U. S. Department of Labor on this
issue. Private agency people generally contend that this Depart-
ment’s interest is confined to providing drafting assistance.

Another thought that has been advanced is that the National

Emigrant Agent Acts

Licensing of Agency Placement Employees
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Labor bureau strives for standardization of all labor laws some-
what akin to recodification on a national level and state laws
to regulate the employment industry has been chosen as the start-
ing point. On the other extreme lies the claim of state Labor Com-
missioners in particular that the Federal Government is four-score
behind the proposal. There is evidence that the Department is most
sympathetic to a uniform proposal of the nature and content that
has been presented. 1

The first draft of a model law appeared in 1936, was revised in
1940 and again in 1959. Fundamentally, it provides for licensure,
bonding, unlawful practices, statutory fee setting, and administra-
tive supervision by the state labor department. The substantive
changes made in the redrafts have been few, licensing of place-
ment personnel has been abandoned and the 1959 draft placed tem-
porary help service agencies within the jurisdiction of the measure.
On another score, the refinements of administrative control have
been spelled out in greater detail.

Model legislation of this sort has been supported by the Council
of State Governments in its legislative programs of 1959, 1960 and
1961. However, no state has adopted the uniform act, not even
those states whose Labor Commissioners or representatives thereof
have been most prominent in its support (Cal., Colo., Fla., 111., N.Y.,
and W. Va.).

Supervision of Private Groups
Fearful that a wartime Federal order placing all hiring under

the public employment system may find peacetime acceptance the
placement industry formed the National Employment Board in
1918. To repair the damage being done by unethical establish-
ments, the Board promulgated a code of ethics in 1928 to govern
the relations of its members with the public. The ensuing depres-
sion and periods of national unrest lessened the organization’s ac-
tivity and a few years ago the group was reorganized as the Na-
tional Employment Association, which has a current membership
ofabout 800 agency people.

Its Code of Ethics has been updated over the years. Its provisions
generally embrace prohibitions which are spelled out in various
state statutes.
1 H.R. 5510, 77th Congress, Ist Session, and S. 3259, 87th Congress, 2nd Session.
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How much protection is afforded the public through the associa-
tion’s code of conduct? The organization is comparatively small
and limited staff resources undoubtedly make enforcement a prob-
lem. There are indications from some sincere leaders in the indus-
try that the expulsion of certain members would enhance the or-
ganization’s prestige.

Locally, agency owners have united in the Massachusetts Tech-
nical and Commercial Employment Association, numbering 40
members. Agencies specializing in domestic help are excludedfrom
membership.

The Association requires its members to subscribe to its stan-
dards of practice. The unit’s leadership seems to be in responsible
hands, with its leaders willing to report to licensing authorities
any activity which violates the law.

In contrast with extensive use of public employment offices in
European countries over many centuries, their activities in the
United States are of 19th century origin. Starting on the municipal
level, it evolved into a state system, followed after many years by
the present setup of federal-state affiliated offices. This activity
began on the West Coast, gained acceptance in the nation’s agri-
cultural belt and finally spread to the eastern areas of the country.

Municipal Activity
The cities provided labor supply and demand and the public em-

ployment movement therefore naturally began under municipal
auspices. In particular, the serious consequences of economic de-
pressions stimulated municipal action in the area of employment
activity.

The first primitive governmental activity of this sort occurred
in New York City in 1834. By ordnance, a place was designated
in every marketplace “where those seeking employment could
meet those who wanted workers.” Public acceptance of govem-
mentally sponsored employment offices was slow and it is there-

CHAPTER IV. GOVERNMENT OPERATED
PLACEMENT SERVICES
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fore not surprising that this informal New York practice resulted
only in limited placements of household and servant help.

After the Civil War, San Francisco took similar faltering steps1

by furnishing $3,000 of financial assistance to the private philan-
thropic California Labor Exchange. City officials hoped in this
way to contain the practices of the commercial fee-charging place-
ment bureaus which were exploiting the Chinese and other foreign
workers. This local official sponsorship encouraged state aid but
within a few years the exchange reverted entirely to private sup-
port.

Another score of years went by without further evidence of
municipal participation until Los Angeles and Seattle established
employment agencies in 1893, primarily as an aftermath of the
“Cleveland panic”. Success of the Seattle experiment stimulated
similar offices in the northwest and central regions of the country.

The depressed business conditions of 1913-15 brought marked
increases in the number of municipally-operated agencies. These
agencies were usually established as part of local relief programs
and were abandoned when favorable economic conditions returned.
This apex of local government employment activity was followed
by establishment of state supported offices and the creation of the
United States Employment Service. By the mid-twenties, only a
few cities were still conducting independent placement agencies,
Seattle, Sacramento, Chicago, Louisville, Richmond and Boston.

City of Boston Experience. Probably about 15 Massachusetts
cities engaged in this type of enterprise in the 1920’s.2 Of these,
Boston established a municipal employment agency in the Mayor’s
office in 1922 when a study revealed some 6,500 married men on
the unemployed rolls. Statutory authority for this step was a gen-
eral provision permitting appropriation of municipal funds “for
the relief, support, maintenance and employment of the poor.”
(G.L. c. 40, s. 5, cl. 3)3 The service was free for any Boston resi-
dent, whether employed or unemployed.
1 Shelby Harrison and Associates, Public Employment Offices, Russell Sage

Foundation, New York, 1924.
2 Preliminary Report of the Special Commission on Stabilization of Employ-

ment, House, No. 1100 of 1932.
3 Opinion of Corporation Counsel Arthur D. Hill, 1922 City Council Minutes,

p. 342.



[Jan.SENATE —No. 655.64

In its early years, as many as 12,000 annual placements were re-
ported. Total cost to the city was considerably less than the fees
of private agencies, and below the unit costs of the state operated
offices. Maximum placement activities were associated with the war
effort inWorld War 11. At that time, bureau appropriations were in
excess of $65,000 and the staff consisted of 27 full-time civil service
employees. By 1953 the expanded federal employment service les-
sened the need for city activity and the agency was eliminated. The
worth of this activity cannot be appraised in the absence of ade-
quate records. Some measure of its merit, however, is provided
in its success of placing 1 out of 3 applicants, mainly in the un-
skilled labor field.

In general, municipal employment agencies are found to be high-
ly unsatisfactory in locating manpower. In large measure, they
were temporary expedients by emergency relief committees. Their
operations were all too often entrusted to officials whose responsi-
bilities were hardly related to procurement work. Frequently they
were tied to local welfare or charity departments and thus an inti-
mate connection developed with municipal lodging houses and
work yards. Even under civil service, the staff was not technically
equipped to handle delicate problems of interviewing, counselling
and placement. Lastly, of much importance was the inadequacy of
funds to maintain the activity.

With industrial progress, the private commercial agency emerged
as a supplier of national manpower needs. At the same time, highly
unethical proprietors were prominent within the industry who were
oriented toward labor exploitation. Their activities over-
shadowed those of the sincere responsible agency owners, thus
rousing a clamor for state participation in job-finding activity.
Consequently, some of the early impetus for this state operated
public employment system stemmed from the belief that through
competition it would indirectly regulate the practices of the private
placement agency.

On the positive side, the argument that the distribution and
movement of labor was a governmental responsibility moved many
states to action. Helping people find employment was deemed too
important to be left entirely to private enterprise. Also it was ar-

Independent State Experience
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gued that unemployment and its ramifications are so identified with
the public welfare that state action is a necessity. Finally, adher-
ents of the public system emphasize that only through an integrated
placement network can a proper balance of supply and demand be
maintained, thus benefitting the worker, employer and the com-
munity.

Of less significance have been the appeals for support by poli-
ticians who look on the state system as a haven for political sup-
porters, and by municipal officials who attempt to shift their re-
sponsibilities to the state.

On the other hand, strong objection to state legislation on this
score came from the private agencies, industry and trade associa-
tions. Among other items the chief objections were that (a) the
effort would be paternalistic and socialistic; (b) a political bureau-
cracy of incompetents would be established; and (c) independent
job seekers and employers would not patronize the system.

Further, industry was suspicious that a public system would pro-
mote unionism. This notion undoubtedly developed because organ-
ized labor usually gave strong support to state operated agencies,
although in Massachusetts labor opposed the state system as a
possible source of strike breakers.

Ohio was the first state to create a public employment system in
1890. Many states followed suit and by 1920 there were 41 states
operating free employment offices. Most of the states exercised
exclusive administration and only relatively few states shared activ-
ities with local governments. In the latter category are found
offices formerly maintained by the federal government which cer-
tain cities agreed to maintain with financial assistance and support
from the state level.

During the 1920’s the state system declined, only 151 offices being
operative in 24 states in 1930.1 Several states had reduced their
operations to one office, sometimes with only a single employee.
Amounts budgeted by the states totalled only $1,250,000 for this
purpose, and personnel staffs had dwindled to about 550 employees. 2

Many factors account for this decline of the state sponsored pub-
1 United States Department of Labor, Monthly Labor Review, January, 1931.
2 Raymond C. Atkinson, Louise C. Odencrantz and Ben Deming, Public Em-

ployment Service in the United States, Public Administration Service, Chi-
cago 1940.
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lie employment service. Small state appropriations brought unat-
tractive salaries and undesirable office locations. Of great import-
ance was the limited public acceptance of this type of recruitment
system. Employers gave little cooperation. Similarly, state facil-
ities were little used by the skilled worker and were almost entirely
ignored by the white-collar class. In the main they recruited casual
labor and domestic help almost entirely.

Massachusetts Employment Offices. The first employment office
in Massachusetts under state auspices was opened in Boston in 1906
after the Department of Labor and Industries was authorized to
undertake this activity. (G.L. c. 149, ss. 160-168; Acts of 1906, c.
435). Responsibility for the operation of the state system was
delegated to the Chief of the Bureau of Statistics. A comparatively
generous appropriation of $25,000 was approved. Offices were
opened in Springfield (1907), Fall River (1907-discontinued in
1917) and Worcester (1913). In 1921, a special clerical and tech-
nical facility was opened in Boston. These four offices constituted
the public employment system as a state activity until establish-
ment of the state affiliated United States Employment Service in
1933.

Generally, Massachusetts experience with placement work was
far from satisfactory. The system labored under an organic disa-
bility a Division of Labor Statistics, because of its myriad other
duties, could not properly manage the program. This top level dis-
advantage spilled over into other levels of supervision with the
result that inferior service was being furnished the public at rela-
tively high cost. As a result a study commission proposed that the
public system be limited to (a) assembling pertinent data on the
conditions of the labor market, and (b) providing a placement serv-
ice for unskilled help only. 1 This replacement of an ineffectual sys-
tem was rejected by the Legislature.

Again, the inadequacies of the Massachusetts system were des-
cribed by the Special Commission on the Stabilization of Employ-
ment (House No. 1100 of 1932). The Commission urged sweeping
internal changes and proposed that the employment service func-

i Report of the Commission to Investigate Employment Offices (House No.,
1651 of 1912).
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tion be assigned to a separate division within the Labor Depart-
ment. This proposal was adopted by the Commission of Labor
and Industries in 1932.

In summary, the failure of the Massachusetts system may be at-
tributed chiefly to the absence of community confidence and the
lack of employer cooperation. Nevertheless, while the total labor
picture is immense, the system made better than 750,000 place-
ments and provided gainful employment of thousands of Massa-
chusetts workers.1

Early Federal Experience
Federal recruitment of personnel for industry commenced with

establishment of the Division of Information, Bureau of Immigra-
tion in the Department of Labor & Commerce in 1907 (34 Stat. L.
898,909). The purpose of this Division was twofold: (a) to distri-
bute alien labor throughout the country, and (b) to supply in-
formation to all workers on available job opportunities. Because
of limited funds and scarcity of personnel, no field operations were
possible, and through cooperative arrangements with Post Office
Department activity was conducted in primitive “mail order”
fashion. This effort had only a limited success chiefly because the
alien was not interested in immediate employment, and because
the unemployed native worker regarded the service as being for the
alien.

With the organization of the Department of Labor as a separate
entity in 1913, greater stress was placed on placement service along
conventional and traditional lines. An employment service could
not be established within the Department because of lack of au-
thority. And Congress rejected six measures calling for the crea-
tion of a national employment service in 1914 and 1915.

But the war in Europe encouraged more general placement ef-
forts within the Labor Department. Immigration dropped off to
a marked degree; and the demands of the belligerent nations for
food and munitions created new opportunities for labor. Its im-
migration inspectors were commandeered to implement the staffing
of employment offices through the country under the auspices of

1 Massachusetts Dept, of Labor & Industries, Report of the Division of Public
Employment Offices, 1933.
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the Division of Information. These offices were identified as the
United States Employment Service, although statutory recognition
was lacking. Fortunately the service of the Division of Informa-
tion ceased to be regarded by the public as assistance for the im-
migrant. Public acceptance was forthcoming, making it possible
to meet the increased manpower needs of agriculture, shipbuilding,
chemical and other defense industries.

With United States entry into the war, the activity of the Di-
vision of Information became all the more significant, and, finally
the Employment Service was made a separate unit in the Depart-
ment in January 1918.1 The small number of employment offices
was considerably augmented so that 400 offices were in operation
by the end of the fiscal year 1918. Greater recognition was ac-
corded the Employment Service when the War Labor Policies
Board then decreed that the unit was the exclusive agency for the
hiring of both public and private personnel for programs and em-
ployment connected with the war effort.

The Armistice and Post War period brought a complete reversal
of the operations of the United States Employment Service. The
demobilization of the armed forces, the conversion of industry to
peace time pursuits and the withdrawal of exclusive hiring power
magnified the problems. Whereas during the war period the Serv-
ice was primarily preoccupied with finding workers for jobs, empha-
sis now was directed to locating jobs for workers. Drastic reduc-
tions were made in appropriations, and the Service was soon re-
duced to a skeleton organization. With the assistance of various
state, local and private funds some semblance of employment ac-
tivity was carried on for a short period, but the latter aid was
withdrawn when Congress appropriated less than 10% of $4,600,
000 requested in 1919. (41 Stat. L. 163, 225).

In the twenties, the United States Employment Service assumed
the role of a national clearing house, with restricted activity in
farm and junior placement work. Its former offices were turned
over to the cities and states, and the federal government assisted
the states in the operation of their public employment systems.
This somewhat meager aid took the form of (a) reports and
1 Darrell H. Smith, The United States Employment Service, Johns Hopkins

Press, Baltimore, Maryland, 1923.
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studies on the labor market, (b) the furnishing of standard forms
and other supplies, (c) limited financial help, and (d) the use of the
franking privilege.

This experience stimulated a number of Congressional proposals
for a more coordinated and extensive plan of a federal-state em-
ployment system. A proposal of Senator Robert Wagner providing
for state grants-in-aid was passed by Congress but was vetoed by
President Hoover who preferred an exclusive federal employment
system. Congress subsequently appropriated funds for such a sys-
tem but it fell into disrepute and was abandoned in 1933.

Statutory Background. The modern expanded state affiliated
United States Employment Service (USES) is based on the Wag-
ner-Peyser Act of 1933 (29 USC 49; 48 Stat. 113). In brief, this
legislation provides an integrated system of public employment
offices administered by the states with federal cooperation and fi-
nancial assistance. Moreover, the law created a new United States
Employment Service Division within the Department of Labor
and authorized grants-in-aid to the states not to exceed $4,000,000
in the next succeeding four years.

To affiliate with the federal system, a state must meet these
three conditions:

(1) enactment of enabling legislation accepting the Wagner-
Peyser provisions and designating a state board as the ad-
ministrative agency,

(2) appropriation of matching funds, and
(3) approval by the Department of Labor of the state plan.
At the time of the above enactment, 23 states were operating

a free employment system and its provisions were accepted within
a very short period. Today the USES system embraces the fifty
states.

Growth Aspects. As indicated, the initial financing formula
called for state and federal underwriting of program costs. With
the enactment of Social Security and Federal Unemployment Com-
pensation laws in 1936, the entire burden is now borne by the
Federal Treasury. Appropriations run to $169,000,000 for the 1964

Present United States Employment Service



[Jan.SENATE —No. 655.70

fiscal year, which support the operation of the central USES head-
quarters and of its regional offices ($2,200,000) and approximately
1,900 full-time and 2,000 part-time offices in the various states.
Total staffing is represented by a force of nearly 20,000 state
employees and about 250 federal workers. The system has made
173 million general occupation placements and 148 million agricul-
tural placements in the past three decades of which 6.7 and 8.5
million respectively occurred in the callendar year 1962.

In 1962, at the direction of the President, USES was revamped
and entrusted with additional obligations. Among these were the
implementation of the Area Redevelopment Act, the Manpower
Development and Training Act and the Trade Expansion Law.
The primary aim of USES is to effectuate qualified, successful
placements. To indicate the scope of operations of USES some of
the myriad of other responsibilities are worth noting: labor re-
search and reports, specialized services to the veterans, aged, han-
dicapped, youth and minority groups, vocational guidance and
counselling, school dropout problems and international manpower
assistance projects.

Financing. The state-federal employment service obtains opera-
tional funds from the Federal Unemployment Tax on every em-
ployer of four or more individuals at a rate of 3.1% of taxable
wages, of which 0.4 of 1% is used exclusively for USES mainten-
ance (26 U.S. c. 3301). Formerly, any excess of appropriations
over actual expenditures reverted to the general fund. Since 1954,
after a loan or reserve fund in the amount of $2OO million has been
first established, the excess is credited to the states in the USES
administration fund. The reserve fund minimum has since been
raised to $550 million.

State credits under the 1954 Reed Act totaled $138.0 million
at the close of the 1961 fiscal year. These credits, appropriated
by the state legislatures, may be expended by the state office for any
purpose related to USES objectives. On this score, the purchase
of land and buildings for local offices has reduced this state’s Reed
Account balance to $4.6 million as of June 30, 1963.

Opposition to USES. Until recent years, the attitude of the pri-
vate employment agencies towards USES was one of tolerance.
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This attitude was generally shared by business although evidence
indicates appreciable support has arisen for USES as a placement
activity. Only when it has been suggested that private agencies
submit their inventory of “hard to fill” jobs to the state system
have the commercial agencies expressed violent dissent.

With unemployment a major problem of the 60’s, President John
F. Kennedy shortly after taking office emphasized the need to
revitalize the federal-state employment network. Dramatically,
this Presidential attitude has greatly increased USES budgets which
rose from $lO7 million in the 1961 fiscal year to $169 million in
the present fiscal year. But leaders of the private employment
industry contend that the unemployed are being neglected through
channeling of the government’s resources to benefit the employed,
with special attention being given to the recruitment and place-
ment of professional workers.

In their opposition to increased appropriations, the commercial
agencies stress that despite increased spending the national un-
employment rate has not decreased significantly. They stress the
statement of the chief administrative officer of USES that “studies
have shown that three out of five new hires are employed workers
changing jobs.”

In rebuttal, the USES insists that the above statement has been
distorted and that it relates to a household survey conducted by the
Census Bureau in 1958, and not to any placement record from
USES sources. Further, officials stress that under the provisions
of the Wagner-Peyser Act service must be furnished to all, whether
unemployed or not. On this same score, activity in behalf of the
professional is strongly defended in the light of estimates indicat-
ing this group of occupations will within a decade represent 40%
of the U. S. labor force. Finally, the service also contends there
are not sufficient private employment agencies to handle the na-
tion’s manpower recruitment problems.

The Massachusetts State Employment Service
A state affiliated USES system became effective in this Com-

monwealth through legislative action thirty years ago (Resolves of
1933, c. 52). It absorbed the four offices of the state independent
system in the same year. Now there is a network of 40 offices
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throughout the Commonwealth, close to 600 employees are assigned
to the employment function.

Prior to reorganization, state fund allotments were determined
by the number of placements made and since then by unit time
allowances. Costs of the employment service function cannot be
obtained because they are combined with costs connected with the
administration of unemployment compensation. However, it is es-
timated that it cost at least $2.9 million in the 1963 fiscal year
to support the public employment system in Massachusetts. On
the basis of this expenditure, a little over 170,000 non-agricultural
placements were made, of which about 24,000 were made in the
professional category.

The general description previously given of USES operations al-
so applies in Massachusetts. However, the Commonwealth does
not quite have the complete professional placement program ad-
vocated by USES because arrangements have not been made with
Massachusetts colleges to assist or take over the college placement
bureau activities which they conduct.

No useful purpose would be served by indicating the scope of the
services rendered to industry in this fashion but its variety indi-
cates that Massachusetts business has confidence in the public
system as administered by local officials. Likewise, favorable com-
ments have been expressed by personnel directors of local business
concerns when questioned on this score.

This chapter briefly describes the activities of commercial agen-
cies and other placement groups of a special character, for example
teacher, theatrical and college placement agencies. The treatment is
limited to those aspects of their operations as to which pertinent
data is available. Massachusetts developments are stressed.

The commercial teacher agency began with the establishment in
1835 of the American Association for the Supply of Teachers in
Philadelphia. Its success motivated other units in Boston (1846)
and New York City (1855). The movement, which met a real

CHAPTER V. SPECIALIZED PLACEMENT ACTIVITY

Teacher Agencies
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need, expanded to include agencies by the turn of the century in
most of the larger urban centers.

Statistics are not available to indicate the present status of these
units. However the National Association of Teachers Agencies
has a current membership of 58 agency operators in 23 states.
Undoubtedly there are additional agencies outside its membership.

General Aspects. In the main, teacher agencies are operated by
former school superintendents, school teachers, book publishers and
others with professional and educational standards. The compe-
tition offered by the placement services of State Education De-
partments, professional teacher associations, the United States
Employment Service and college placement bureaus undoubtedly
means that commercial agency proprietors must have adequate
background and qualifications to survive.

Most registrations for teacher employment are received through
the mail and a $2 registration fee is usually charged. With per-
sonal contact at a minimum, the placement agency has a heavy
responsibility to properly assess the qualifications and references
of applicants. Internal managerment of the agency is complicated
by the fact that much business is done with schools and educational
institutions which are located in distant cities, thus minimizing
personal contact between the agency and the institution. For
example, commercial teacher agencies in Boston as a rule do busi-
ness throughout the New England States, New York and New
Jersey.

Local teacher placement bureaus report a high placement ratio;
in fact, they maintain that any qualified applicant can be placed.
Practically all placements (95%) are made with elementary and
secondary schools; only 5% relate to colleges and administrative
school posts. The standard fee for placement is 5% of the yearly
salary unless the statutes fix a different ratio. Installment pay-
ment terms are more liberal than in the private employment
agency industry in general, and in many cases, payments may be
spread over the whole school year.

Local Aspects. It is estimated that there are not more than ten
teacher placement agencies in Massachusetts, with a good half of
them doing business from locations in Boston. Candidates for
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teaching and related positions may also use the free placement
services of the Massachusetts Department of Education, estab-
lished by statute (G.L. c. 69, s. 6; Acts of 1911, c. 731). More-
over, the Boston Professional office of the United States Employ-
ment Service provides a teacher placement bureau, which is a USES
service maintained in 17 states throughout the country.

The commercial teacher agencies are not subject to the Massa-
chusetts statute governing private employment agencies because
the practice of teaching is not deemed to be “employment in busi-
ness”. Nor are they under the jurisdiction of the State Education
Department.

Statutory control is limited to the single area of fee regulation.
Thus, registration fees are limited to $2, and placement charges
to 5% of the yearly salary (G.L. c. 71, s. 45, Acts of 1911, c. 731).

Theatrical Agencies
Theatrical and booking agents agencies formerly did an extensive

placement business, their scope only being exceeded in the populous
states by the general labor employment agencies. And like the
latter flagrant abuses were associated with their activity. Enter-
tainers would be left standed in remote communities. Collusion and
fee-splitting episodes were abundant. After the fee was paid an
actor might be discharged, perhaps after a single performance,
on the fictitious basis that his acting abilities were unsatisfactory.

These conditions attracted legislative interest and over the
years measures were enacted to regulate this type of hiring. Cur-
rently three states license and supervise theatrical agencies by
separate statutes (Cal., Colo., and Mass.), while in another ten
the provisions of the private employment agency laws apply to
them (Fla., 111., Mich., Minn., Mo., Neb., N.J., N.Y., Ohio and Pa.).

Massachusetts Developments. Recess commissions recommended
licensure of theatrical agents in 1911,1 and repeated them in
unemployment studies of 19322 in the depresssion era. Finally, legis-
lation calling for licensure and supervision by local officials came
1 Report of the Commission to Investigate Employment Offices (House, No.
1651 of 1912).

2 Report of the Special Commission on Stabilization of Employment (House,
No. 1100 of 1932).
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in 1935 (c. 378). After a decade of local control, jurisdiction was
transferred to the State Department of Public Safety which
administered the public entertainment laws (G. L. c. 140, ss. 180A-
-180D; Acts of 1946, c. 566).

This law provides for (a) biennial licensing after a public hear-
ing, (b) bonding of the agent, (c) written contracts with client,
and (d) administration. By regulation, the Commissioner of Public
Safety has limited agent fee to 10% of the client’s earnings from
the particular engagement. Currently, 70 agents are licensed here
and officials report favorably on their activity.

Temporary Job Services
A recent innovation in filling special manpower needs is the

post World War II development of the temporary hiring services.
Behind the expansion of this type of service has been the trend of
industry to buy outside consultant and other personnel services,
and fo lease equipment rather than buy it outright. On this basis,
industry stabilizes its permanent work force and employs tempo-
rary personnel to handle season and peak production problems. In
addition, this approach avoids problems associated with workmen’s
compensation and other types of insurance coverage, with fringe
benefits, and with miscellaneous other factors that are identified
with a permanent manpower staff.

Since World War 11, the small number of temporary hiring serv-
ices has increased to well over 200 separate organizations at this
time. The industry is dominated by five major nation-wide serv-
ices, namely, (1) Manpower Inc., (2) Kelly Girl Service, (3) Em-
ployers’ Overload, (4) Western Girl Inc., and (5) Workman Serv-
ice. These five services handle over half of the total business, esti-
mated in 1962 at about $250 million. Of the above, only Workman
Service predates World War 11. Competition among these services
is becoming progressively keener; it is the opinion of many that
the field is saturated with too many organizations and that a cut-
back is inevitable.

The temporary job services provide industry with temporary
employees in general office, secretarial, sales promotion, casual
labor and other fields. A trend is developing to furnish help in
the technical and marketing areas. In this respect, Manpower Inc.,
which is the largest firm, estimates that over a third of its business
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is in job classifications approaching professional status. The job
service derives its employees from the aged, the handicapped, mar-
ried women, retirees and other groups who are interested only
in temporary employment, Manpower Inc. reports that it has
more than 130,000 such employees.

The temporary job service is not an employment agency. As
has been indicated, the latter functions as an intermediary or
broker in filling the personnel requirements of industry. The re-
lationship between an employment agency and the prospective
employee is usually a single, short-term one. In contrast, the job
service and the worker have a more permanent continuing relation-
ship in the sense that the employee will be sent out on temporary
work as often and as long as he wishes.

Other factors substantiate this contention. The job service pro-
vides unemployment, workmen’s, bonding, and other types of in-
surance coverage on the individuals sent to its clients; deductions
are made for social security and income taxes where appropriate;
the service hires, supervises, and terminates the employment of its
workers; in a relatively few situations collective bargaining agree-
ments covering certain occupations have been consummated; and,
lastly, the job services pays its employees directly.

Further evidence is based on the extent of governmental action
on this score. Only in two states is the temporary job service
considered a private employment agency (Neb. and N.J.). Form-
erly the California law provided for regulation as a private em-
ployment agency but this requirement was repealed in 1961.
Similar efforts to regulate the temporary job service have been
defeated in at least five states in recent years (Ala., HI., Ky., Pa.
and Wis.).

The courts have ruled that temporary job service units are not
employment agencies (Florida Industrial Commission v. Manpower
Inc., 91 S. 2nd 197, 1956). This leading case has been followed in
2 other states (Pa. and Wis.) and similar views have been ex-
pressed by the Attorneys-General of four jurisdictions (Colo., La.,
Mich, and Tenn.). To eliminate “pirating” of its employees, most
contracts specify that the employee furnished cannot be hired as
an employee of the client until the expiration of a specified period,
usually 90 days. In the event this provision is abridged, the offender
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is liable for the payment of damages, usually $lOO. It is contended
that this provision makes the job service a commercial fee-
charging employment agency, but the courts have ruled otherwise.

Finally, many state Labor Commissions and the United States
Employment Service hold that the activity of the temporary job
services does not constitute personnel recruitment under the law.

Massachusetts Activity. There is no special regulatory control in
Massachusetts over the activity of these special services, less
than 20 concerns are doing business here through about 40 local
offices. Volume of business is estimated at about $4.5 million an-
nually.

In addition, to their major employment recruitment function,
three Boston private employment agencies have entered this field
by establishing separate corporations. Temporary employment is
believed to be having an increasingly marked impact on the total
labor market and thus requires specialized attention. There is
no evidence to indicate that this procedure is used as a device by
the private employment agency to circumvent the provisions of
law or regulation on temporary employment.

As a recruitment agency, the college placement bureau is of re-
cent origin, dating mostly from World War 11. Within the last 15
years 853 placement offices have become established among the
1,085 accredited, four-year degree granting institutions with their
enrollment of 2.8 million students. Among the remaining accredited
institutions (232), they are so small or their educational purpose
is so specialized and unique (seminaries, music institutes, etc.)
that this activity would be of little consequence.

The service of the college placement bureau is open to under-
graduate students and alumni, but its chief activity is in servicing
current graduating seniors. Very few colleges charge a registration
fee and none a placement fee. It is estimated that about 60% of
the graduating classes who contemplate going into industry benefit
from bureau activity.

One of the major contributions of the college-operated placement
program is the close relationship developed when the college place-
ment officer serves as a focal point for students, faculty and the

College Placement Bureaus
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business community. Having the students under his charge, so to
speak, for four years, the bureau director and his staff can,
through observation, guidance and counselling, give notable as-
sistance to the molding of the students’ eventual careers. The in-
dividual welfare of the student, not extensive processing of em-
ployment applications, dominates college placement efforts. This
system frequently brings about a good matching of abilities and
available opportunities.

USES Program. This proven placement system is being criticized
as inadequate by the United States Employment Service which con-
templates taking over the college placement function. Competent
observers predict the professional worker will constitute 40% of the
nation’s labor force within a decade, as constrasted to the only 11%
at this time. Hence, USES officials seek to get started in the pro-
curement systems which will place the future supply of executive,
technical and scientific manpower. To achieve this objective, USES
proposes (a) the registration of all college seniors, (b) making
available to all college placement officials information relating to
job opportunities without disclosing the identity of the employer,
and (3) assignment of USES personnel on campus for placement
activity.

Many forces have united to slow down this development. The
nation’s educators insist that placement is an integral part of the
education program. They fear that control of this process may
bring Federal control of education. Strong objections are voiced
by the heads of campus recruiting programs among over 2,000
large corporations.

The United States Civil Service Commission does not concur
with USES plans on this score. Finally, a Congressional proposal
seeks to bar this activity through legislation (H.R. 8547 of 1963).

USES plans have been accepted by 48 colleges, an increase from
the dozen or so colleges which allowed USES campus activity in
1960. Of this total, 25 colleges have full-time USES representatives
while 23 have part-time agents. Most of the institutions are lo-
cated in California, Utah and Nebraska, with a few in Ohio and
the Southern states.

In judging this new USES program, the mediocre results of a
similar attempt by the Canadian National Employment Service
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attracts attention. This latter program received little acceptance
from either students or industry. Students complained of the
paucity of job opportunities, government red tape and the imper-
sonalization of the program; and industry looked on the govern-
ment as an meddler providing much less satisfactory service than
that given by the college staff.

Local Activity. Practically every college in Massachusetts car-
ries on a placement function. Some are highly coordinate and are
supported with generous funds. Advocates of governmental action
allege that others in this group merely post job opportunities on a
bulletin board.

The USES campus program has not gained a foothold in Massa-
chusetts; no higher educational institution having cooperative ar-
rangements with USES. In fact, only one New England institu-
tion—the University of Bridgeport in Connecticut—has authorized
governmental campus activity.

Peripheral activity of Massachusetts USES is limited to (a)
servicing those college seniors who solicit the agency’s help, (b)
providing students with Christmas mail work, and (c) providing
a guidance program to students at Stonehill College.
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1. This license shall be known as Class I “Business Employ-
ment License” for which a fee of fifty dollars ($5O) shall be
charged.

2. This class of license shall include all employment in
(a) Business
(b) Public service corporations
(c) Hotels, institutions, restaurants, and schools; provided,

however, that if any employment under subdivision “C”
is domestic in its character and the employer would pre-
fer to deal with the Class 2 intelligence office and pay
the fee required by such office, then Class 2 intelligence
office may furnish such employment.

3. Intelligence office keepers shall contract in writing with the
applicant (employee) for services in securing employment for the
payment by the applicant of a service fee, in an amount mutually
agreed upon between the applicant and the intelligence office
keeper, and shall file with the Licensing Board a sample copy of
the Agreement to be entered into between the applicant and the
intelligence office keeper. The intelligence office keeper or his au-
thorized representative shall verbally make clear to the applicant
the terms and conditions of the contract, with particular emphasis
upon the fee to be paid for services to be rendered. Every appli-
cant shall be given a copy of the contract he has entered into or
is to enter into with the intelligence office, and such contract shall
carry the statement

“I have thoroughly read my contract with (Name of your
Agency) and accept its terms.” (Signature of applicant).

APPENDIX A

REGULATIONS OF THE BOSTON LICENSING BOARD
RELATING TO INTELLIGENCE (EMPLOYMENT) OFFICES
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In addition to the above, a fee schedule on jobs ranging from $55
a week to $2OO a week must be reproduced on cards or paper, the
size of which should allow for legible reading. Each applicant
must be given a copy complete with service charges indicated be-
side the weekly salary and a copy signed by applicant must be re-
tained by the intelligence office keeper.

Where employment is temporary, the intelligence office keeper
shall be entitled to an amount equivalent to one day’s pay for each
week or fraction thereof that the applicant remained in said em-
ployment, but in no case where employment is temporary shall a
fee be charged in excess of the fee for permanent employment.

NOTE: Permanent employment is employment which in itself
is good for six weeks or more. Temporary employment is employ-
ment which in itself is good for less than six weeks.

4. When a contract entered into between the intelligence office
keeper and the applicant for employment clearly stipulates that
voluntary resignation from employment or acceptance of employ-
ment and failure to report for work by the applicant does not
relieve the applicant from paying to the intelligence office keeper
the same fee as he would have paid had he reported for duty or
remained in employment for a period of six weeks or more, then
the intelligence office keeper shall be entitled to collect the full
service fee, provided the applicant’s failure to report for duty or
his voluntary resignation is not occasioned by extenuating circum-
stances. Any question as to what constitutes “extenuating circum-
stances” shall be decided by the Licensing Board. Acceptance of
other employment shall not fall within the meaning of “extenuating
circumstances.”

5. Intelligence office keepers shall not accept or receive any
money from an applicant seeking employment through the agency
or such office unless employment of the kind requested is furnished.

6. Refunds shall be made by intelligence office keepers under
the following conditions.

(a) If an applicant furnished employment is discharged with-
in ten days after the time of entering upon such employ-
ment and such discharge is not caused by his inability,
incompetence, refusal to perform the work required or
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other fault, the keeper of such intelligence office shall on
demand refund to the applicant five-sixths of the amount
paid to such intelligence office keeper.

(b) Should it be determined that no employment of the kind
applied for was open at the place to which the applicant
was directed or as specified by the intelligence office
keeper and the applicant does not accept any other kind
of employment, then all of the fee paid together with cost
of transportation in going to and returning from such
place of employment shall be refunded.

(c) If applicant for employment was unable to accept em-
ployment or to keep engagement for unavoidable reasons,
all of the fee paid is to be refunded.

(d) If applicant for employment was unable to find place of
employment because of insufficient address or directions
all of the fee paid is to be refunded.

NOTE: —These refund rules “a” to “d” apply only to those
cases where the employer has employed the applicant or the em-
ployer has authorized the intelligence office keeper to employ the
applicant and the applicant pays his fee at the time of engagement,
and not to cases where no money is paid until after the applicant
actually begins work.

7. When an applicant is directed by the intelligence office keeper
to an employer and no employment exists at that time for the par-
ticular kind of employment specified and the applicant should
accept some other kind of employment with the employer, then
the intelligence office keeper shall be entitled to the fee as though
the applicant had been sent to fill such employment in the first
instance.

8. When an applicant for employment is directed to an employer
by the intelligence office keeper and no employment is accepted by
the applicant at that time for any particular kind of employment
applied for, or any other kind, but at a later time the applicant se-
cures employment with the employer to which the applicant had
been directed by the intelligence office keeper and it can be deter-
mined that the intelligence office keeper was the predominating
cause of the applicant securing employment, then the intelligence
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office keeper shall be entitled to the fee as though such applicant
had secured employment when originally directed to the employer.

9. All fees to be refunded under the rules Section 6 “a” to “d”,
must be refunded within one week of demand; provided, however,
that the applicant may elect to have the refund due him credited
on the books of the intelligence office keeper, to be applied to a
fee for any other employment that he may accept through the
services of the intelligence office keeper.

10. An intelligence office keeper shall contract with an employer
for the payment by the employer at a time and in an amount
mutually agreed upon of a fee for services in negotiating employ-
ment with the applicant.

11. Every intelligence office keeper shall give in writing to
every applicant directed to employment, the name, address, and
telephone number of the intelligence office, the name of the appli-
cant, the name and address of the person to whom the applicant
is sent for employment, and the kind and character of the employ-
ment; provided that nothing herein shall be constructed to prohibit
an intelligence office keeper from directing an applicant to employ-
ment by telephone, but such telephone message shall be confirmed
in writing by the intelligence office keeper immediately the tele-
phone directions are given, a carbon copy bound or one numbered
and running in numerical sequence and of a substantiating nature
shall be kept by the intelligence office keeper for a period of at
least one year.

12. Every person when applying for the original license shall
file with the Licensing Board a copy of the contract that he is to
use. Among other provisions, the contract shall clearly state the
schedule of fees he is to charge for his services.

(a) The contract may be changed on 30 days’ notice to the
Licensing Board, and filing with that notice the form of
contract the intelligence office keeper proposes to put
into effect at the end of the 30-day period.

(b) The Licensing Board shall require that the provisions of
each contract be clearly stated.

13. An intelligence office keeper shall give to every person from
whom a fee is received for services to be rendered or assistance



[Jan.SENATE —No. 655.84

given, a receipt bearing the name of the intelligence office, its
address and telephone number, the amount of fee paid to the
intelligence office keeper, the date of payment and for what it is
paid.

Every receipt given by an intelligence office keeper shall be
bound in duplicate or made in duplicate, numbered and run in a
continuous form, the duplicate to be kept for at least one year.

14. Every intelligence office keeper shall keep a record in book
or card index form of every applicant directed to employment and
containing the following information:

Under “Employee” Under “Employer”
1. Date 1. Date
2. Name of applicant 2. Name of employer
3. Address 3. Address
4. Kind of employment 4. Job specifications
5. Wage or salary to be paid 5. Wage or salary to be paid
6. Fee received from applicant 6. Fee received from employer
7. Refunds 7. Remarks
8. Remarks

15. No intelligence office keeper or his agents shall charge or
accept from an applicant for employment or from an employer
any gratuity or a service fee other than that established by an
intelligence office keeper’s contract.

16. No intelligence office keeper shall by himself or by his agents
solicit, persuade, or induce any employee to leave an employment
if such soliciting, persuading, or inducing is for the purpose of
securing a new fee from such employee, provided “solicit” shall
not be interpreted to include notifying an applicant that a position
exists where the applicant has requested the agency to place him.

17. Dividing or sharing service fees with employer clients or
with their representatives is illegal and strictly forbidden.

18. No intelligence office keeper or his agent or agents shall
knowingly make any false statements to any person furnishing
or seeking employment in regard to an applicant or employment,
including its nature, location, duration, wages or salary, and any
special circumstances surrounding the employment or the applicant.
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19. An intelligence office keeper shall not be responsible to an
applicant or an employer for any expenses incurred in connection
with an interview unless the intelligence office keeper has failed
to truthfully inform the employer and the applicant of facts re-
lated to the applicant or employment with which the intelligence
officekeeper is in possession.

20. Every licensed intelligence office keeper shall cause his li-
cense to be hung in a conspicuous place in his main office, and shall
have appear on his main entrance door a sign or a statement car-
rying the name under which he is to trade, and the fact that it is
a licensed intelligence office.

21. Licenses may be transferred from one location to another
upon application to and approval of the Licensing Board.

22. Records kept by intelligence office keepers shall be open at
all times to the inspection of the Licensing Board or to any person
designated by it when authorized in writing.

23. Complaints of violation of any of the above rules should be
made to the captain of the police division in which the licensed
premises are situated or to the Licensing Board.
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(Sections 4143.01 to 4143.29 inclusive and 4143.99,
Ohio Revised Code)

S. Definitions. (GC s. 4143.23, 888, 889)

As used in sections 4143.01 to 4143.23, inclusive, of the Revised
Code:

(A) “Employment agency” means a person, firm, association, or
corporation which secures, or, by any form of representation or
by means of signs, bulletins, circulars, cards, writings, or advertise-
ments, offers or agrees to secure or furnish, employment, engage-
ments of help, or information or service of any character concern-
ing or intended or purporting to promote, lead to, or consummate
employment.

(B) “Hire” means any charge, fee, compensation, service, or
benefit exacted, demanded, or accepted, or any gratuity received,
for or in connection with any act, service, or transaction com-
prehended by “employment agency,” or for or in connection with
any transaction or representation which includes matters compre-
hended by “employment agency.”

(C) “Employment” means every character of service rendered
or to be rendered and every engagement undertaken for wages,
salary, commission, or other form of remuneration.

Every employment agency described in division (A) of this
section is subject to sections 4143.01 to 4143.23, inclusive, of the
Revised Code.

(D) Department of commerce includes director of commerce
or any division, established as provided in section 121.07 of the
Revised Code, in the department of commerce to administer the

APPENDIX B

OHIO LAWS GOVERNING
PRIVATE EMPLOYMENT AGENCIES
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provisions of Chapter 4143. of the Revised Code, or the chief of
any such division. Said division shall be deemed to be an “agency”
within the meaning of Chapter 119. of the Revised Code.

S. lflJfS.o2 License required to engage in business of employment
agency. (GC s. 886)

No person, firm, association, or corporation shall engage in the
business of an employment agency, for hire, within this state,
without first obtaining a license from the department of commerce,

-paying to said department, the annual license fee of one hundred
collars, and executing and filing with the division a bond as pro-
vided in section 4143.04 of the Revised Code.
S. JfllfS.OS Organizations not subject to regulation. (GC s. 890)

Bona fide educational, religious, charitable, fraternal, and benev-
olent organizations in which no fee, commissions, or other charge
is made for services rendered other than the ordinary membership
dues, bona fide labor organizations undertaking to secure or secur-
ing work for their own members, and bona fide employer’s organi-
zations undertaking to secure or securing help for their own mem-
bers are not subject to sections 4143.01 to 4143.23, inclusive, of
the Revised Code.

S. JfUfS.OJf Granting of license. (GC s. 891)
Licenses to engage in the business of an employment agency

shall be granted only upon written application which shall be upon
blanks prescribed and furnished by the department of commerce.
The application shall be accompanied by the annual license fee
of one hundred dollars payable to the department and by a suffi-
cient bond payable to the state, in the penal sum of one thousand
dollars, to the satisfaction of the department, conditioned for the
observance of sections 4143.01 to 4143.23, inclusive, of the Revised
Code, and of the lawful orders of the department issued thereunder,
and an action may be brought thereon by the department for viola-
tion of such sections or orders. Such bond shall be liable for all in-
juries accruing to any person on account of the violation of sections
4143.01 to 4143.23, inclusive, of the Revised Code, or lawful orders
of the department by such licensee or his representatives, and an
action may be brought thereon by the party injured in his own
name for such recovery.
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8. I+ViS.OB Term of license; revocation. (GC s. 892)
Upon approval by the department of commerce of the applica-

tion for a license to engage in the business of an employment
agency and the bond required by section 4143.04 of the Revised
Code, a license which shall be effective for one year from the date
thereof, unless revoked under section 4143.07 of the Revised
Code, shall be issued by the department. The license shall contain
the name of the applicant, location of office, name of person who
isj to have general management of the business, name under which
business is to be carried on, number of the license, and dates of
issuance and expiration of the license.

The department of commerce may refuse to issue a license to
engage in the business of an employment agency to an applicant,
if, in its judgment, such applicant or its officials or members are
not of good moral character or have violated the regulations or
orders of the department relating to employment agencies, or have
violated any law of this state or the ordinances of any municipal
corporation, which in the judgment of the department renders
such persons improper persons for such license. If the department
refuses to grant a license, the license fee and bond shall be re-
turned to the applicant.

8. klhS-07 Grounds for revocation; hearing. (GC s. 894)
If the department of commerce finds a licensee under sections

4143.01 to 4143.23, inclusive, of the Revised Code, or representa-
tive, partner, or employee of such licensee, has been convicted
in any court of this state of violating sections 4143.01 to 4143.23,
inclusive, of the Revised Code, or orders of the department, or if
such licensee, or representative, partner, or employee of such
licensee, has been guilty of violating sections 4143.01 to 4143.23,
inclusive, of the Revised Code, or orders of the department, or
is found by the department to be not of good moral character, the
department may revoke said license, which thereupon becomes
void, after a hearing is held in accordance with sections 119.01 to
119.13, inclusive, of the Revised Code.
S. License to he void on expiration date. (GC s. 895)

Each license to engage in the business of an employment agency

8. JflJfS.o6 License may be refused. (GC s. 893)
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becomes void upon the date of its expiration as set forth in the
license and it shall be returned immediately to the department
of commerce.

g. 4143.09 Written consent to change location. (GC s. 896)
No licensee under sections 4143.01 to 4143.23, inclusive, of the

Revised Code, shall change the location of his business to any
place other than that specified in the license without first ob-
taining the written consent of the department of commerce. No
license shall be effective for any place of business other than that
designated in such license.

g, 4143.10 Posting license conspicuously. (GC s. 896-1)
Each licensee under sections 4143.01 to 4143.23, inclusive, of the

Revised Code, shall post his license in a conspicuous place in his
waiting room and a copy of the law and the orders relating to
its enforcement adopted by the department of commerce in each
room used for business purposes.

S. 4143.11 Record of transaction. (GC s. 896-2)
Each licensee under sections 4143.01 to 4143.23, inclusive, of the

Revised Code, shall keep a true and correct record in the English
language of the business transactions of his office upon such
forms only as are prescribed or approved by the department of
commerce. Such records shall be open at all reasonable hours to
the inspection of the department or its authorized representatives.
On or before the fifth day of each month, every employment agency
shall mail to the department, upon a form prescribed and furnished
by the department, a report covering the work of the preceding
calendar month.

S. 4143.12 Restrictions on operation of agencies. (GC s. 896-3)
The following restrictions are placed on the operations of licensed

employment agencies.
(A) No applicant for employment shall be sent to a house of ill-

repute or other place resorted to for prostitution or gambling.
(B) No prostitute, gambler, intoxicated person, procurer, or

other bad character shall be allowed to remain in the office or
place of business.
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(C) No applicant for employment shall be sent or directed to
any fictitious job or position and no employment agency shall
knowingly or negligently make any false representation concern-
ing any matter within the scope of the business of the employ-
ment agency. The nonexistence of any such job position or the
falsity of any such representation is prima-facie evidence of the
violation of this section.

(D) No employment agency shall knowingly or negligently
send an applicant to any place where a strike or lockout exists
or is impending without notifying the applicant of such condi-
tion in writing. The existence of a strike or lockout is prima-facie
evidence of the violation of this section.

(E) No person conducting an employment agency shall connive
with any employer or his agents or employees to secure the dis-
charge of an employee; nor shall an employer, or any one in the
employ of or representing such employer, give or receive any
gratuity or divide, or offer to divide, or share directly or in-
directly, any fee, charge, or compensation received from any
applicant for employment.

(F) No person conducting an employment agency shall circu-
late any false information by advertisements, signs, letters, posters,
cards, or in any other way, or make any false statements or
misrepresentations to any person seeking employment or to any
employer seeking an employee.

(G) No person conducting an employment agency shall make
any false entry or statement in any record or in any receipt or
other document used in his business.

(H) No person conducting an employment agency shall use
any name or designation in his business unless such name has been
approved by the department of commerce.

(I) No employment agency shall be conducted in connection
with any place in which intoxicating liquors are sold or in any
room adjacent thereto.

Employment agencies may charge such registration fees as are
fixed by the department of commerce. The schedule of maximum

S. -!fUf3.l3 Schedule of fees. (GC s. 896-4)
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fees, charges, and commissions for actually securing employment
or help shall be fixed by the department and such fees shall be
graded according to nature of business, length of employment, and
wages. These schedules of registration fees and of other fees,
charges, and commissions shall be posted in a conspicuous place
in every room in which business is conducted by the employment
agency.

S. JflJfS.lJf Administrator to formulate regulations. (GC s. 896-5)
The department of commerce shall adopt regulations providing

conditions under which a licensee subject to sections 4143.01 to
4143.23, inclusive, of the Revised Code, shall refund registration
fees, and other fees, charges, and commissions, and under which
such licensee shall pay expenses incurred when applicants are
sent outside the city in which the employment agency is located
to alleged jobs or positions which did not exist or to jobs or posi-
tions where conditions were misrepresented.

S. Jf143.15 Receipt for fee. (GC s. 896-6)
A receipt in such form as the department of commerce pre-

scribes or approves shall be given to every person paying a fee
or other commissions to an employment agency.

S. 1f11f3.16 Courts of jurisdiction. (GC s. 896-14)
Judges of county courts, police judges, and judges of municipal

courts have final jurisdiction within the territory for which they
are elected or appointed in all cases for violation of sections 4143.01
to 4143.23, inclusive, of the Revised Code, or of orders of the de-
partment of commerce issued thereunder and the procedure pro-
vided by law for such courts extends to all such cases.

S. 4143.17 Prosecution not required to advance or secure costs.
(GC s. 896-15)

A person authorized to prosecute a case under sections 4143.01
to 4143.22, inclusive,; of the Revised Code, shall not be required to
advance or secure costs therein. If the defendant is acquitted or
discharged from custody, or if he is convicted and committed in
default of payment of fine and cost, such cost shall be certified
under oath by the police judge or judge of municipal court, to the
county auditor who shall correct all errors therein and issue his
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warrant on the county treasurer payable to the person entitled
thereto.

S. 4143.18 Prima-facie evidence. (GC s. 896-11)
At all trials for violations of sections 4143.01 to 4143.22, in-

clusive, of the Revised Code, and orders of the department of
commerce issued thereunder, a certificate of the department at-
tested by the director of commerce or by the chief of the divi-
sion of private employment agencies in the department of com-
merce to the effect that the records do not disclose that the de-
fendant in such proceeding was the holder of a license at the time
of the commission of the offense charged is prima-facie evidence
in said case that the defendant was not authorized to engage in the
business of an employment agency.

S. 4143-19 Competent evidence. (GC s. 896-12)
In prosecutions for conducting an employment agency for hire

without being licensed, it is competent to allege and prove any
number of transactions or particulars coming within the scope of
the term “employment agency”, but a single transaction shall be
deemed engaging in the business of an employment agency.

S. 4143.20 Disposition of fines and penalties (GC s. 896-9)
All fines collected under sections 4143.01 to 4143.23, inclusive,

of the Revised Code, shall be paid one half to the county in which
the prosecution is had and one half to the department of com-
merce. The department shall pay all money received by it from
license fees, bonds recovered, or fines into the state treasury.

8. 4143.21 Liability for violations. (GC s. 896-13)
The owner, manager, or other person in control of an employ-

ment agency is liable for all violation of laws or lawful orders of
the department of commerce committed by any agent, representa-
tive, or employee of said agency within the scope of the business
of the agency, as well as all parties personally participating in such
violations.

S. 4143.22 Prohibition. (GC s. 896-8)
No person shall violate section 4143.01 or sections 4143.03 to

4143.23, inclusive, of the Revised Code, relating to employment
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agencies or orders of the department of commerce issued there-
under.
S. Jf143.23 Administration. (GC s. 896-10)

The department of commerce shall administer sections 4143.01
to 4143.22, inclusive, of the Revised Code, and issue all necessary
orders for carrying such sections into effect.

S. Refusal to give information. (GC s. 885)
No owner, operator, manager, or lessee of a mine, factory, work-

shop, warehouse, elevator, foundry, machine shop, manufacturing
establishment, or other industrial establishment, his agent or em-
ployee, or other person shall refuse to permit the department of
commerce or its agents to enter and inspect a building or establish-
ment; nor shall he willifully neglect or refuse to furnish the de-
partment statistics or other information in his possession or under
his control, which he is authorized to collect; nor shall he will-
fully neglect or refuse, for thirty days, to answer questions sub-
mitted on circulars; nor shall he knowlingly answer any such
questions untruthfully; nor shall he refuse to obey subpoenas and
give testimony.

S. JfllfS.2s Prohibition against accepting fee for securing employ-
ment. (GC s. 882)

No compensation or fee, either directly or indirectly, shall be
charged or received from any person seeking employment or any
person desiring to employ labor through a free public employment
office. No officer or employee of the Ohio state employment serv-
ice shall violate this section.

S. 1f11f3.26 Prohibition against fee or gift. (GC s. 897)
No person shall request or accept a fee, gift, gratuity, or promise

to pay a fee, to make a gift, or to do an act beneficial to himself,
under an agreement or with an understanding that he, as princi-
pal, agent, employee, or servant shall hire or undertake to secure
or assist in securing work for another with his principal, employer,
or master, or with an understanding that he shall advance or
undertake to secure or assist in securing an advance in pay or
position of another in the employ of his principal, employer, or
master, or with an understanding that he shall prevent or under-
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take to prevent or assist in preventing the discharge or reduction
in pay or position of another in the employ of his principal, em-
ployer, or master.
8. 1(11(3.27 Courts having jurisdiction. (GC s. 897-2)

Judges of county courts, police judges, and judges of municipal
courts have jurisdiction within the territory for which they are
elected or appointed in all cases for violation of section 4143.26
of the Revised Code, and the procedure provided by law for such
courts extends to all such cases. The defendant has the right to
trial by jury in all prosecutions under sections 4143.26 to 4143.29,
inclusive, of the Revised Code.
8. 1(11(3.28 Advance or security of costs not required. (GC s.
897-3)

A person, authorized by law to prosecute a case under sections
4143.26 to 4143.29, inclusive, of the Revised Code shall not be re-
quired to advance or secure costs therein. If the defendant is
acquitted or discharged from custody, or convicted and committed
in default of payment of fines and costs, such costs shall be cer-
tified under oath by the judge of the county court, police judge, or
judge of municipal court to the county auditor who shall correct
all errors therein and issue his warrant on the county treasurer
payable to the persons entitled thereto.
8.1(11(3.29 Enforcement. (GC s. 897-4)

The department of commerce shall administer sections 4143.26
to 4143.29, inclusive of the Revised Code.
8.1(11(3.99 Penalties (GC s. 897-1)

(C) Whoever violates section 4143.24 of the Revised Code shall
be fined not less) than fifty nor more than five hundred dollars for
each offense.

(D) Whoever violates section 4143.25 of the Revised Code shall
be fined not more than fifty dollars and imprisoned not more than
thirty days.

(E) Whoever violates section 4143.26 of the Revised Code shall
be fined not less than twenty-five nor more than one hundred dol-
lars for a first offense; for each subsequent offense such person
shall be fined not less than one hundred nor more than five hun-
dred dollars.






