
HOUSE 386

REPORT OF THE SPECIAL COMMISSION AP-
POINTED TO MAKE AN INVESTIGATION
OF UNEMPLOYMENT INSURANCE, RE-
SERVES AND BENEFITS.

[Labor and Industries.]

Boston, Mass., November 30, 1934.

To the Honorable Senate and House of Representativ

The Special Commission created under the provisions
of chapter 42 of the Resolves of 1934 submits the follow-
ing report.

Resolve Creating the Commission.
The Commission’s authority is contained in the follow-

ing resolve, enacted by the Legislature and approved by
His Excellency the Governor June 27, 1934:

Cf)e Commontocaltf) of egassacfmsetts

Chapter 42.

Resolve providing for an Investigation and Study by a Special
Commission relative to Unemployment Insurance, Reserves
and Benefits.

Whereas, The general court of Massachusetts firmly believes that
suffering from unemployment must be minimized by providing ade-
quate safeguards; and

Whereas, It is generally recognized that such safeguards, if adopted
by one state alone, would penalize both the industry and the workers
of that state; and
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Whereas, It is improbable that the federal government will enact
mandatory legislation during the current year to which the varioui

states must conform; ai

Whereas, There are now pending before said general court varioui
measures proposing unemployment insurance, unemployment r

ves and unemployment benefits as evidenced by current house
documents numbered eleven hundred and sixteen, eleven hundred and

thirteen hundred and one and fifteen hundred and
ninety-five; therefore be it

Resolved, That a special commission, to consist of one membc
the senate to be designated by the president thereof and three m
bers of the house of representatives to be designated by tl sr

thereof and three persons to be appointed by the governor, with the
and consent of the council, is hereby authorized to contim

the investigation and study of the subjects of unemployment insur
ance, unemployment reserves and unemployment benefits, and par-
ticularly the subject matter of said house documents with a view to
determining the plan best suited for adoption in this commonwealth

as a safeguard against unemployment. Said commission may expend
for expenses and clerical and other assistance such sums, not exceeding,
in the aggregate, fifteen hundred dollars, as may hereafter be appro-
priated, and shall report to the general court the results of its investi-
gation and study and its recommendations, if any, together with
drafts of legislation necessary for carrying said recommendations into
effect, by filing the same with the clerk of the house of representatives
on or before December first in the current year. [Approved Jur,

1934.

In accordance with the provisions of the above resolve,
the President of the Senate appointed to the Commis-
sion Honorable Harry B. Putnam of Westfield; the
Speaker of the House appointed Representative John
Halliwell of New Bedford, Christian A. Herter of Boston,
and Timothy J. McDonough of Boston; and His Excel-
lency the Governor appointed Roger L. Putnam of Spring-
field, William L. Stoddard of Belmont, and Robert J.
Watt of Lawrence.

The Commission met and organized at the State House
on July 24, 1934, and elected Senator Putnam as chair-
man and Representative Halliwell as vice-chairman. At
a subsequent meeting on August 3, the Commission
elected Daniel J. Lynch of Belmont general secretary
and Henry Moore Leen of Woburn executive secretary.

Introduction.
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In order to carry out the purpose of the resolve, the
Commission voted to hold public hearings in the cities
of the Commonwealth where there was vital interest in
this problem and where the views of industrial leaders,
business men, employers in general, and employees, who
would come within the provision of any such law, could
be more readily obtained.

Accordingly, public hearings were held in the State
House, Boston, on September 5 and again on September
12. Between those dates the Commissioners traveled to
outside cities where hearings were held as follows: Sep-
tember 6, Council Chamber, Worcester; September 7,
Central High School, Springfield; September 10, City
Hall, Lawrence; and September 11, Lecture Hall, Free
Public Library, New Bedford.

The Commissioners began their executive sessions
October 23 and held conferences with leading authorities.
The Commission was represented at the National Con-
ference on Economic Security, called by the President’s
Committee on Economic Security, by Robert J. Watt, who
was acting in his capacity as secretary-treasurer of the
Massachusetts State Branch, American Federation of
Labor. Individual members also attended other con-
ferences having to do with the general problem before
this Commission.

Invitations to attend the public hearings were mailed
to all legislators and other men and women in public life,
organizations composed of employers and industrial
leaders, all labor unions of the Commonwealth, and many
other persons who have shown interest in this particular
problem. The Commission is satisfied that the view-
points of all parties concerned were obtained in the course
of the public hearings.

Prior to the public hearings the Commission issued the
following statement as a guide to those interested in the
problem:

The subjects before this Commission, namely, unemployment insur-
ance, reserves and benefits, are without doubt some of the most, if not
the most, important matters pending before our Commonwealth andefore our Commonwealth and
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the Nation at the present time. The Commission is aware not only of
the importance of the work which it has to perform, but of the difficulty
of arriving at a fair solution of the problem.

In providing for the Commission the General Court stated its firm
belief that ‘‘suffering from unemployment must be minimized by pro-
viding adequate safeguards,” and laid upon the Commission the duty
of determining “the plan best suited for adoption in this Common-
wealth as a safeguard against unemployment.”

The Commission is entering upon this work without prejudice
except as to the necessity that Massachusetts shall adapt itself or shall
conform to the needs of Federal legislation which undoubtedly will be
passed at the next session of Congress.

This is in a very real sense a state-wide task. The Commission will
hold public hearings throughout the State, and calls upon all interested
citizens and organizations to co-operate with it in its study.

The Commission also prepared the following outline
of topics, and speakers were asked to confine themselves
as much as possible to the thoughts suggested therein:

1. The various classes of employment; kinds of unemployment
nd tyj: mployei

2. Unemplovment must be met, different kinds in different ways

Is the present method adequate, or should a new system be
devised, looking towards both prevention and relief?

3. Should the plan adopted be compulsory or voluntary?
I. Should the insurance or the reserve plan be adopted? Or some

new plan?
5. What shall be the scope of the plan? What workers should be

excluded?
6. Who should contribute and how much

What should be the amount and the duration of the benefits;
when should payments begin and when forfeited?

8. How should the fund be invested
9. How should the system be administered? Are public employment

exchanges necessarjr?
10. When should action be taken? Should Massachusetts wait for

Federal Legislation?

City officials and officers of local chambers of com-
merce, as well as departmental officers in the State House,
accorded the Commission every courtesy and gave their
whole-hearted co-operation in arranging the hearings and
presenting the evidence. The Commission takes this
opportunity to extend them sincere thanks.
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It also appreciates the assistance and co-operation of
the State Department of Labor and Industries, particu-
larly Roswell F. Phelps, Director of the Division of
Statistics, and the Librarian and his staff; Hon. Richard
K. Conant, Commissioner of the Department of Public
Welfare; Frank W. Cole and his assistants of the Legis-
lative Document Room; M. Joseph McCartin, Director
of State Employment Offices, and Everett Hanna, Super-
intendent of the Boston Employment Office; Edward H.
Redstone, Librarian of the State Library, and his assist-
ants; and the Massachusetts Unemployment Census
Staff.

The Commission is also grateful to Mr. Abraham
Epstein, an outstanding authority on the subject of un-
employment insurance, who made a special trip from New
York to discuss the problem with the members; and to
Prof. Felix Frankfurter, of the faculty of the Harvard
Law School, who so kindly participated in a round-table
conference, although the demands on his time were great.

The Problem.

Unemployment is one of the most complex problems
which ever confronted man. Our interest in it becomes
greater or lesser, depending on the condition of our eco-
nomic society. During periods of prosperity, when
unemployment is at a minimum, we take on an air of
optimism and cherish unfounded hopes, only to be sadly
awakened to stark realities when the wheels of industry
slow down and factories begin to close. Our viewpoint
also undergoes a change. What we had come to regard as
a matter for individual concern and solution now becomes
a matter affecting society as a whole and far beyond the
capacity of any individual. Thus it is fortunate that we
have approached this problem at a time when optimism
does not cloud our vision and overpower our intellect.

The events of the past five years have clearly demon-
strated that our defensive machinery against widespread
unemployment is grossly inadequate. It is conceded on
all sides that more scientific and self-respecting provision
must be made for the victims of involuntary idleness.



HOUSE — No. 386. [Jan.6

Further delay is unnecessary. It is fitting that Massachu-
setts should be a leader in unemployment compensation.
It can justly claim credit for having aroused the attention
of the American public to the necessity of such legislation,
since it was here, in 1916, that the first unemployment
insurance bill in America was introduced.

The benefits of unemployment compensation are clear.
It will give security to the individual by assuring a mini-
mum of subsistence while he is out of work; such security
is most important for any government, as there can be no
national security without personal security. It will help
maintain mass purchasing power which is valuable when
the volume of sales is declining. Between 1929 and 1932
workers’ incomes were reduced $25,000,000,000 in the
United States, and as a result their purchasing power was
greatly reduced. It will preserve standards of self-respect,
and help an individual to keep physically fit for work
when it comes. And it will lessen the competition for a
job at any price during times of depression.

When legislation is proposed which looks towards the
betterment of the conditions of individuals and society
as a whole, often it is thoughtlessly brushed aside as being
radical. It is interesting to note that it was during the
mild liberalism of Herbert Asquith’s government that
unemployment insurance was inaugurated in England.

Taking for granted the case for unemployment com-
pensation, it becomes clear that the one important ques-
tion for the Commission to answer was, How is this to
be done? Various ways have been suggested. Appendix
B of this report, contains a summary analysis of the more
important and well-considered proposals that have been
put forth during the past few years. After a careful
investigation, which at no time was hindered by particu-
lar prejudices, this Commission has come to very definite
conclusions as to what safeguards should be adopted
against the ravages of unemployment and how we can
improve our defence for future depressions. Where un-
employment can be eliminated by better management we
have tried to encourage employers to do so; where it
cannot, we sought to provide the workers with the means
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of rehabilitation. Rather than dwell on one aspect at
the expense of the other, we have attempted to strike a
happy medium.

Recommendations.
We believe Unemployment Insurance to be the plan

best suited for adoption by Massachusetts as one of the
safeguards against the hazards of unemployment. Our
position can be best stated by a definition of those terms*

(a) Unemployment.
It is obvious that the scope of the plan is contained in

the word “unemployment.” There are, in general, three
types of unemployed persons, namely; (1) those who are
willing to work but are unable to find work employ-
able but unemployed; (2) those who are unable to work
because of physical or mental deficiencies unemploy-
able; and (3) those unwilling to work. It must be re-
membered that each one of these groups presents a
separate problem and requires individual treatment*
Failure to recognize this, or an attempt to incorporate-
indiscriminately all groups on a general welfare relief
system, will lead to dangerous results. Those in the third
group are most undesirable citizens. Neither the State
nor its citizens owe them anything; the only duty that
exists is to prevent them from becoming a social menace*

We have definite social obligations towards those in the
second group. Self-help, public and private charity,,
together with legislation of the Workmen’s Compensation
Act type aid in relieving these unfortunates. But it is:
with the first group, the victims of involuntary idleness,,
that we are solely concerned. We do not intend that our
proposed plan should take over and finance all the present
activities of the welfare departments, or be a substitute
for relief. Compensation for enforced idleness must be
clearly separated from “outdoor relief.” In 1921 Great
Britain attempted to have the Unemployment Insurance-
Act carry the welfare burden through uncovenanted
benefits, and the Fund was soon in financial difficulties.
However, this mistake has been rectified; relief has been
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separated from insurance; unemployment benefits are
granted for a definitely limited time to those who qualify,
and the insurance system has been placed on a sound
financial basis. Under the Unemployment Assistance
Act of 1934 relief is given to those needy ones who either
are not within the scope of the Unemployment Insurance
Act or are still in need when their insurance benefits
expire. These welfare payments are not financed by the
Insurance Fund, but solely from the Exchequer, and are
independently administered. It was only in connection
with the “uncovenanted benefits,” not earned by steady
contributions to the Insurance Fund, yet paid out of that
Fund, that the term “dole” arose, although for many
years we here in America were led to believe that the
entire British system of unemployment insurance was a
“degrading dole” system.

We are recommending action which in its essence is
economically sound, for it amounts to a systematic laying
aside, during prosperous periods, of money which will be
paid out for a limited time and in limited amounts during
periods of enforced idleness. And since a fund must be
built up before any benefits can be paid, it is clear that
the proposed plan cannot be expected to afford relief to those
now unemployed; any attempt to do so would bankrupt
it at the very outset.

(b) Insurance.
At its public hearings and in its investigations, the

Commission has uncovered all the unemployment com-
pensation plans of major importance proposed by the
various state committees, political organizations and
social groups. Although these various plans may differ
in substantive and administrative details, they ulti-
mately fall into one of two classes, viz., reserve plans or
insurance plans. Having determined to provide for the
future a measure of defence against the evils of unemploy-
ment, we must decide at the very outset whether our pro-
posal is to be based on the insurance or on the reserve
principle. This is not a question of detail, but rather a
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choice between fundamentals which are opposed to each
other.

The theory of the reserve plan is that each employer
will individually accumulate a fund to provide benefits for
his own employees for a definitely limited time, when
they are laid off through no fault of their own. Such a
system was enacted into law in Wisconsin in 1932, and
was put into operation on July 1, 1934. This plan has been
recommended by various groups which have studied the
problem, including the Special Commission on Stabiliza-
tion of Employment, appointed by Governor Ely in 1931
and headed by Dr. Stanley King.

Unemployment insurance is a community pooled fund,
based on the principle of a wide distribution of the risks,
with a fair assessment of the cost on all groups of society
concerned; and from this fund payments are to be made
on a definitely limited basis to those who qualify and are
out of work through no fault of their own. The insurance
plan has been in operation in England since 1912, starting
on a very limited basis and covering a little over 2,000,000
workers in a few heavy industries; but in 1922 it was
enlarged to include nearly 13,000,000 British workers.
True, it ran into serious financial difficulties in the recent
depression. This was not due to any unsoundness of
principle, but because of the unhappy commingling ofrelief
and insurance. As has been stated, the Acts of 1934 cor-
rected this, and the insurance system has been put back
on a sound financial basis. The Unemployment Insur-
ance Act of 1934 clearly states that the only factor deter-
mining the amount and duration of benefits is the con-
tributory income of the insurance fund. In the United
States a number of state commissions and other interested
groups have recommended the insurance system.

After a careful consideration of the two principal sys-
tems and of their underlying philosophies, we believe
Unemployment Insurance to be the more sound plan. It
is proper here to mention some of the serious defects in
the reserve plan. It does not afford security to the very
ones for whom we are seeking security. Very likely just
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those employees who need benefits would be the ones to
lose them. Their only guaranty of payment is the finan-
cial security of their employer’s fund. An employer in a
stable business would soon accumulate the required re-
serve, and there would be little demand on his fund, while
an employer whose operation is subject to fluctuations,
very often unforeseen and beyond his control, would never
be able to accumulate an adequate reserve, and his fund
wmuld disappear in a few payments to “first comers.”
This may often mean that the best workers, who are
usually the last to be “laid off,” will receive no compen-
sation. As an example of the inadequacy of the reserve
plans, the following study is enlightening. This study of
fourteen industrial plants was made with a view* to ascer-
taining how a reserve plan would have worked over a
period of years. It was found that eight out of the four-
teen plants could not have paid full benefits during the
period 1923-31. (Source; Report of the Unemployment
Insurance Committee to the Industrial Advisory Board,
June 18, 1934.) Also the reserve plan does not accom-
plish a fair distribution of the cost of unemployment, for
each employer accumulates a fund for his employees
only, regardless of the fact that by his steady operation
he may be creating unemployment among another group
of workers, not because he conducts his business more
skillfully than other employers, but because his product
replaces those other workers. It seems fair that a con-
tribution towards the cost of rehabilitation of those dis-
placed workers should be figured in as part of the cost of
such a product. Under our present system the price of
this social obligation is demanded at a time wdien people
can least afford to pay.

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

It is essential that the insurance plan shall be put on a
sound basis. It has been suggested that this is impossible
because unemployment is not an insurable risk. Although
this is partly true, it largely means that statistics over a
long-enough period have not been accumulated. This
problem will become in time more nearly a purely mathe-
matical one when an adequate statistical service has been
in operation under the proposed plan. In the interim a
flat rate may be charged, as was done in the first days of
the Workmen’s Compensation Acts.

It is said that under the insurance plan, with its dis-
tribution of the cost, a careful employer would pay the
bills of careless employers. There is an available remedy,

a sliding scale of contributions with definite limits,
depending on whether an employer is a good or bad em-
ployment risk. However, this sliding scale cannot be set
up until adequate statistical information has been gathered
over a period of years.

It is one of the major claims of the advocates of the
reserve plan that such a program will encourage stabiliza-
tion of employment. This hope can, at most, be only
partially realized. Stabilization is based on the theory
that unemployment is due to the faulty management of
individual plants. Where possible, much has been done
to correct such defects. The profits to be realized from
steady operation would seem to be as effective an incen-
tive as any small tax on pay rolls. But there is another
side to the picture. Very often unemployment is due to
political, social and economic causes beyond the control
of any individual employer. Failure to stabilize here is
not due to any lack of incentives, but to the enormous
complexity of the problem. When we consider that as
long as man’s inventive spirit thrives an increasing num-
ber of workers will be displaced because of technological
improvements, we begin to realize that a very large part
of our employment cannot be stabilized. How, then, can
we justify a plan which, in order to accomplish one of its
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principal objects, imposes a penalty on such an employer
for his failure to stabilize? We must not forget that un-
employment is a many-sided problem which cannot be
completely solved by one particular formula, even though
it be given an impressive name.

While we have determined the philosophy which we
believe should be followed by this Commonwealth, it will
do little harm to postpone for a few months the drafting
of a bill with all its necessary details, until we learn more
about the course of Federal action. During the past
summer the President appointed a Committee on Eco-
nomic Security, composed of the Secretary of Labor, the
Secretary of the Treasury, the Secretary of Agriculture,
the Attorney General, and the Federal Emergency Relief
Administrator. On December 1 the committee will make
its report, in which will be contained its recommendations
as to the nature of the Federal government’s action in the
field of unemployment compensation. In an address to
the Advisory Council of the National Conference on
Economic Security, the President gave positive assurance
that unemployment insurance wall have a prominent place
in the social security program to be presented to the in-
coming Congress. He also indicated that Federal action
would be that of co-operation with plans which had been
worked out by the States themselves and which would be
administered by the individual States. To receive this
co-operation certain minimum standards must be met
by the States. Until we have a better idea what these
requirements will be, it would be unwise to proceed with
the details of a law for Massachusetts. This delay will
not be material, for no plan can afford relief to those now
unemployed. It must be borne in mind that our uncer-
tainty relates to matters of detail only; for on matters
of fundamental principle and policy we have, after a care-
ful study, come to definite conclusions. In order to bring
our work to full completion with a bill based on our pro-
posals and meeting the Federal standards, if any are set
up, we recommend that the existence of this Commission
be continued, with power to present to the General Court
on or before May 1, 1935, a draft of such legislation.
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Appendix A of this report contains a draft of the legisla-
tion necessary to accomplish this continuance, and we
strongly urge its passage.

There are certain basic principles which we believe
should be incorporated in the legislation to be drafted for
this Commonwealth. These are three in number and are
as follows:

1. The insurance plan should be compulsory. Em-
ployers and employees now realize that the hope of a sub-
stantial part of industry inaugurating voluntary systems
is futile. We have had depressions before in this country;
our attention has been drawn towards unemployment
compensation plans, but today only a minutely small
group of employees are covered by such plans. Many
employers, even though fully aware of their social obli-
gations and anxious to perform their duty, hesitate to
establish plans for their employees through fear of a com-
petitive handicap.

2. The insurance plan should be contributory.
(a) Employer. It is assumed by us that employers

will be required to contribute to the fund. Nowhere has
this idea been challenged. In those plans, proposed by
employers, which have come to our attention, an em-
ployer-contribution is included. And this is fair. It is
truly an item which should be figured in as part of the
cost of production. What it actually amounts to is a
slight increase in the yearly wage of each employee, with
the assurance that the money will not be paid out till the
employee’s wages have stopped.

(6) Employee. Much has been written pro and con
on employee-contributions. We should consider the
effect on employees of an employee-contribution. It is
our belief that such a payment will give him a personal
interest in the entire plan. It will certainly give him a
voice in its administration. We believe that one of the
most important reasons for an unemployment compen-
sation plan is the maintenance of the self-respect of an
unemployed worker, so unjustly lowered in times of de-
pression. Where he makes a direct contribution, pay-
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ments become a matter of right, after fulfilling necessary
conditions, and he has an irrefutable answer to any pos-
sible charge that he is a recipient of public charity—of
a “degrading dole.” With an employee-contribution he
cannot possibly be such, for he is merely drawing from
a fund which he, in union with others, has helped accu-
mulate, the same as one does from a fire or accident in-
surance fund. Without an employee-contribution benefits
would be inadequate, and any plan would certainly be
regarded as a welfare relief measure with a new method
-of raising the money. Representatives of organized labor,
including the Massachusetts State Federation of Labor at its
<annual convention, have gone on record as being in favor of
an employee-contribution.

(c) State. The only other party left to contribute is
the State. In order that all groups in society should bear
part of the cost of this social obligation (they now bear
the cost of unpreparedness), we believe that the State
should contribute to the fund. However, there is diffi-
culty in recommending the exact form which this contri-
bution should take, i.e., whether it be a direct payment
into the fund, or the assumption of all administrative
expenses with no direct contribution. This is not owing
to a lack of understanding of the issues involved, but to
an uncertainty at this time as to the nature of Federal
requirements, with which we will, no doubt, wish to con-
form. Until these are determined the question as to the
form of the State’s contribution must be left unanswered
for the moment.

3. The plan must be guarded against insolvency, fraud,
etc., by adequate safeguards, and it must have clear and
-definite limits in order to distinguish it from “outdoor”
relief. Clearly it is impractical now for us to lay down
.any detailed schedule of contribution and benefit rates.
However, we do say that there should be a definite, mathe-
matical ratio between the amount of contributions paid
in for an employee and the amount of benefits received
by him. There must be a definite waiting period and a
definite limit to benefits. Under no circumstances is the
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State to be considered as having any actual or implied
liability to continue benefit-payments when the insurance
fund itself has been exhausted. To this principle have the
representatives of organized labor as well as many other
witnesses fully subscribed at our public hearings. De-
velopments in England under the various Unemploy-
ment Insurance Acts illustrate what results from a failure
to follow this important principle, for there benefits were
paid to a worker for an extended period without any re-
gard to the income of the fund. It ran into serious finan-
cial difficulties, and the insurance system soon became a
means of distributing relief. These few rules are abso-
lutely necessary to keep the fund on a sound financial
basis.

Definite checks must be placed on the receipt of bene-
fits, and only those who have made the required number
of contributions and who are willing to work, but unable
to find any, shall be paid benefits. While we do not be-
lieve in placing the right to benefits on a “needs” basis,
we do say that a claimant must meet certain eligibility
requirements which look towards both the placing of the
fund on a sound financial basis and the honest adminis-
tration of benefit-payments.

The investment of any surplus funds must be carefully
planned in order to keep the fund reasonably liquid, yet
at no time should the money be so handled as to accentu-
ate a boom or deepen a. business slump. Here again
Federal action becomes important. We have been given
to understand that, in the plan presented to the incoming
Congress, provision will be made for the handling of all
state surpluses by some Federal agency. To this we sub-
scribe only on the express understanding that Massachu-
setts’ funds, wherever located, be kept to the credit of
Massachusetts.

The act must contain clear and definite provisions which
will insure its fair, impartial and non-political adminis-
tration. Governing boards are to be made up of bona
fide representatives of employers and employees.

Public employment offices are an essential part of the
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administration machinery. There is now functioning
within the Department of Labor and Industries a Division
of Public Employment Offices (established in 1932). It
operates free employment offices in twelve strategic
places throughout the Commonwealth, nine at present in
Boston, Lawrence, Lowell, Lynn, New Bedford, Worces-
ter, Springfield, Greenfield and Pittsfield, and three in the
offing, in Fitchburg, Brockton and Fall River. The Di-
vision has been reorganized under the provisions of the
Wagner-Peyser Act, and is now affiliated with the United
States Employment Service. The foundation for an
efficient placement service and a comprehensive statistical
system has been laid; and it would form a splendid nu-
cleus for a system of employment offices which would
reach every city and town in the Commonwealth. This
is necessary under any unemployment compensation plan,
for there must be a place conveniently located, where a
worker can present his claim for benefit, receive payment
thereof, register for work, and be given information as to
the availability of jobs in parts of the State other than
where he lives.

In addition to the administration of the plan, means
should be set up in each locality for the quick, fair and
impartial settlement of disputes, with a central board of
final appeal. These boards should be composed of repre-
sentatives of employers, employees and the public. The
courts should not be further burdened with disputes which
arise under the plan. It would add to the already great
congestion there and would not give the quick decisions
that are needed.

HARRY B. PUTNAM, Chairman.
JOHN HALLIWELL, Vice Chairman.
CHRISTIAN A. HERTER.
timothy j. McDonough.
ROGER L. PUTNAM.
ROBERT J. WATT.
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Resolve reviving and continuing the Special Commission
established to make an Investigation and Study rela-
tive to Unemployment Insurance, Reserves and Bene-
fits.

1 Whereas, There is reason to believe that the Congress
2 of the United States will, during the year nineteen
3 hundred and thirty-five, and while the general court
4 of Massachusetts is in session, enact a law providing
5 for federal co-operation with state unemployment
6 insurance laws; and
7 Whereas, The majority of the special commission on
8 unemployment insurance, reserves and benefits, es-
-9 tablished by chapter forty-two of the resolves of nine-

-10 teen hundred and thirty-four, has reached definite
11 conclusions as to the principles that should be fol-
-12 lowed in this commonwealth; and
13 Whereas, It will not be material to delay drafting
14 an unemployment insurance law for this common-
-15 wealth until the attitude of the federal government is
16 better known; therefore be it
17 Resolved, That the said special commission is hereby
18 revived and continued, and the final report of said com-
-19 mission, together with drafts of legislation necessary
20 to carry its recommendations into effect, shall be filed
21 with the clerk of the house of representatives on or
22 before May first, nineteen hundred and thirty-five.

Appendix A.

LEGISLATION RECOMMENDED.
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23 For the purpose of this resolve said commission
24 may expend such sum, not exceeding dollars,
25 as may be hereafter appropriated therefor, in addition
26 to the unexpended balance of the amount appropriated
27 by or included in item thirty-two of chapter three
28 hundred and eighty-four of the acts of nineteen hun-
-29 dred and thirty-four.
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The following pages contain summaries of plans proposed to
various Legislatures during the last few years. Considerably
over one hundred and fifty measures have been prepared during
the last two years. Many differ only in detail. We make no
attempt to present all of them, but rather we have selected a
few which represent the philosophies of the various schools of
thought on this very important topic.

(A) Federal.
Wagner-Lewis Bill (H. R. 7659-1934)

A bill to encourage the enactment of state unemployment
compensation laws.

(1) Scope

Employers of ten or more persons in employment subject to
the act for twenty or more weeks in the taxable year.

Employment, where all or the greater part of the person’s
work is performed within the United States, excepting employ-
ment as an agricultural laborer, or in the domestic service of
any family or person at his home, or as a teacher in any school,
etc., for the regular annual term, or as a doctor, interne or
nurse in a hospital, etc., not operated for profit, or of a physi-
cally handicapped person by an institution financed by charity
and organized for the relief of such persons, or of the father,
mother, spouse or minor child of the employer, or in the service
of a common carrier subject to the provisions of the Emergency
Railroad Transportation Act of 1933.

Appendix B.

SUMMARIES OF PLANS.

UNITED STATES.
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(2) The Tax
An annual excise tax on every employer subject to the act

of 5 per cent of the wages paid during the year to those em-
ployees in employment subject to the act, but not including
the wages of employees on a fixed salary basis of $250 or more
per month.

(3) Credits.

An employer who has paid the contributions required of him
under an approved state law, may credit against this tax the
amount of contributions he has actually paid during the tax-
able year under such state law, plus the amount by which these
paid contributions were less than his largest required contribu-
tions under such law in any previous taxable year; provided
that (a) this sum, before being so credited, be reduced by the
same per cent by which the employer’s pay roll is less than his
pay roll in such previous taxable year; and (b) the employer’s
required contribution for the taxable year is less than the com-
parable rate for such previous year and that such reduction
was allowed under such state law. This additional credit will
only be allowed where the unemployment fund to which the
employer has contributed has paid in full the benefits required
under such state law, without any reductions because of the
inadequacy of such fund.

(4) Conditions for Credit,

The state law must meet the following standards; (1) Sys-
tematic payment to all eligible unemployed persons of cash
benefits as a matter of right, to begin not more than twelve
months after contributions begin; (2) Specific eligibility con-
ditions for the receipt of benefits, which do not require a pro-
bationary period prior to benefit-eligibility of more than ten
calendar weeks of employment by any new employer; (3) Mini-
mum benefits for total unemployment equal $7 per week, or
the employee’s average earnings for twenty hours of work; for
partial unemployment a sum equal to the amount by which
his total unemployment benefits exceed his reduced wages;
(4) The legal liability of the fund to pay benefits must be
limited to the resources of the fund; (5) Duration of benefits
equals ten weeks or more within a year, or adjusts the duration
of benefits in a direct ratio to employment within not more
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than the five years preceding compensable unemployment,
allowing at least some employees to receive fifteen or more full
weeks of benefit within a year; (6) Benefits cannot be assigned;
nor can an employee agree to waive his right to benefits; (7)
No otherwise eligible employee shall be denied benefits for
refusing to accept employment (a) in a situation vacant because
of a strike, etc.; (b) where the wages, hours and conditions are
less favorable than those prevailing for similar work in the
locality; (c) where acceptance thereof would abridge the em-
ployee’s right to join, to refuse to join, or to retain membership
in a labor organization; (8) A uniform rate of contributions
from all employers subject thereto for twelve months after
contributions begin and thereafter, unless reduced for some
employers in accordance with classifications designed to adjust
contributions with the employment experience of such em-
ployers, but no such reductions may be made unless the fund
has paid in full during the preceding year all the benefits re-
quired to be paid and has not reduced the amount of benefits
because of the inadequacy of the fund; (9) No employer sub-
ject thereto may insure his liability to pay benefits in any
private insurance company operated for profit; (10) All funds
must be held by an officer of the State as custodian, or in trust,
approved by such officer; (11) Employers who are allowed to
contribute in the form of an accounting reserve must deposit
with the State approved securities of a market value at least
equal to the current total of such reserve; (12) The State must
administer the plan, provide means for hearing disputes by
impartial boards, and assure employers and employees a voice
in administration through representatives on advisory boards.
The state funds can be used only to pay benefits and adminis-
trative costs chargeable thereto.

States.
California (A. B. No. 77, January, 1931)

(1) Scope,

Employment. Total. Employees of employers who have
elected to become subject to the act, with employee’s approval,
but not including farm laborers, persons earning more thaning more than
81,800 per year, and those not employed in the usual cour
of the employer’s business.
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Employers. Not more than 2 per cent of the wages paid.
A dividendrefund based on the unemployment experience of an
employer may be granted.

Employees. One per cent of wages earned; but voluntary
arrangements may be made for additional contributions to
assure additional benefits.

State. Cost of administration.

Qualifications. Employment for twenty-six weeks during
the two preceding years, and payment of contributions for the
same period. The claimant must be capable and available for
work.

Disqualifications. Voluntary unemployment, or employ-
ment lost through misconduct or strike, etc.

Waiting Period. Two weeks after notification of unem-
ployment.

Amount. Unmarried worker under 21 years equals 17 per
week; unmarried worker over 21 equals $9 per week; married
worker equals $l2 per week and $1 per dependent child; but
in no case to exceed 50 per cent of the average weekly wage.

Duration. Not more than thirteen weeks in one year, and
not more than one week of benefit for every four weeks of em-
ployment during the preceding two years.

;ries and groups of employers
of each class may be separated
that industry’s or group’s fund,
employment agencies (Depart-

Fund. State fund. Indui
may be classified and the asset
within the fund, to be known ai

Agency. Chief of the state
ment of Industrial Relations), together with an advisory com-
mittee, with an equal number of representatives of employers
and employees and an impartial chairman. The State shall
set up public employment offices and district appeal boards.
Industries may set up their own employment offices. Employ-
ment stabilization boards shall be established for each industry.
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Connecticut (1934).
(1) Type.

After a careful study the Connecticut Commission is in favor
of treating the subject as a “dismissal wage” proposition rather
than an unemployment compensation plan.

(2) Scope.

Employers of five or more employees subject to the act.
Employees. Those earning less than 82,000 per year.

(3) Contributions,

Employers. Two per cent of the total pay roll. When the
reserve per employee reaches $5O, the rate equals 1 per cent;
when it reaches $75, no contribution is required. Only em-
ployers contribute. Separate accounts are kept of each em-
ployer’s contributions.

(4) Benefits.

Qualifications. Forty weeks of continuous employment
Amount. No more than $lO per week, with a total maxi-

mum of $l2O.

Massachusetts,

( I ) H. No. 1116, 1934- (also H. No. 705, 1934, and H. No. 821
1933, the Hiqqins Bill'

(1) Type

Insurance, industry, pooled.

(2) Scope.

Employers of five or more persons.
Employees 18 years or over, except those employed by com-

mon carriers engaged in interstate commerce, by the State or
any political subdivision thereof, or as farm laborers or domestic
servants, or those who are in receipt of income from any source,
not depending on their own exertions, in excess of $5OO per
year, or whose total annual income exceeds $1,500 per year,
or who are mainly dependent on others for their livelihood.
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(3) Contribution
Employer. One and one-half per cent of the wages paid to

employees.
Employees. One and one-half per cent of wages received.
State. One-half of 1 per cent of wages received by em-

ployees, plus cost of administration.

(4) Benefits,

Qualifications. Employment by one or more employers in
the State for not less than twenty-six weeks during the two
preceding calendar years; capable and available for work but
unable to get any in his usual occupation or other occupation
for which he is reasonably fitted. But employment will not be
considered suitable in a situation vacant because of a trade dis-
pute, or if the wages, hours or conditions are less favorable than
those prevailing for similar work in the locality, or are such as
tend to depress wages or working conditions. Notice of unem-
ployment at the proper state office. Proof of right to benefits.

Disqualifications. Loss of employment through miscon-
duct or because of a trade dispute in the place of employment
so long as such trade dispute continues; voluntary leaving
without reasonable cause. Employment at work for which
provision of benefits is not required suspends the right to bene-
fits, but it revives if the employee becomes unemployed after
three months or more of such employment.

Waiting Period. Two weeks after notice of unemployment.
Amount. Sixty per cent of the weekly wage, with a maxi-

mum of $lO per week for employees over 18 years, and $5 per
week for employees under 18 years.

Duration. Thirteen weeks in a calendar year, but not in
a greater ratio than one week of benefits to four weeks of em-
ployment by one or more employers in the State during the two
preceding calendar years.

(5) Administration
Fund. Unemployment reserve fund, consisting of all con-

tributions and any accumulations.
Agency. Department of Labor and Industries, through an

unemployment reserve commission composed of four appointed
by the Governor (two to be members, in good standing, of a
recognized trade union), plus the Commissioner of Labor and
Industries. State-wide public employment offices are to be set
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up, also appeal boards, composed of three members of the
commission.

Classifications. The commission shall classify employers
into industries or groups thereof and segregate their assets into
separate funds liable only for benefits to employees whose
employers are members of that group. Each group shall have
a board of five (three of whom are to be employers in the group),
which shall fix rates and make all necessary rules. The board
may set up an employment office to serve that group.

{2) H. No. 1187, 1934 (also H. No. 496, 1934, H. No. 905,
1933 {the Sawyer-Lewis Bill), and H. No. 490, 1931)

(1) Type.

Insurance, with an Employer’s Mutual Unemployment In-
surance Company.

Employers of five or more employees, but not farmer*
Employees excluded are farmers, those receiving an outside

income of $l,OOO per year or more, and those engaged in inter-
state commerce.

Employment. Total; and partial {i.e. when the weekly
wage is less than 50 per cent of the average full-time weekly
wage).

(3) Contributions.
Employers. Three per cent of the pay rolls for three years.

If the fund runs low an additional assessment of not more than
2 per cent may be made. After three years the insurance com-
pany may fix rates for each employer.

State. Expenses of the Unemployment Insurance Division.
The State shall appropriate additional funds to care for those
unemployed after thirteen weeks, or for those who do not
qualify as employees under the act.

Qualifications. Employment by one or more employees
within the State not less than twenty-six weeks during each of
the two preceding calendar years; capable of and available for
employment but unable to find suitable work {i.e., work for
which he is reasonably fitted, and in the vicinity of his residence
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or last employment). An employee may refuse employment
which is less favorable than his usual employment, or is open
because of a strike, or if the wages are less than 90 per cent of
what he formerly received. An employee must report from
time to time according to directions.

Disqualifications. Loss of work through misconduct; vol-
untary leaving without reasonable cause; leaving work because
of a strike against his employer at the plant where he worked,
so long as the strike continues.

Waiting Period. Three days after filing of a claim.
Amount. For total unemployment equals $1 per day for

each working day for those under 18 years; $2 per day for those
over 18; with a maximum limit of two-thirds of the average
full-time weekly wage. For partial unemployment, that part
of the above rate as the actual wage is to the average full-time
weekly wage. If an employer elects to exempt himself from
this act, he must pay compensation for unemployment at the
rate of $1.50 per day for those under 18 years, and 13 per day
for those over 18; but not more than three-fourths of the
average full-time weekly wage.

Duration. Thirteen weeks in a calendar year, or in a ratio
of one week of benefit to six weeks of work during the two
preceding calendar years.

Agency. —An Unemployment Insurance Division, with a
director, is to be created in the Department of Labor and
Industries. The director can classify industries, establish maxi-
mum and minimumrates, investigate unemployment conditions
and promote regularity of employment. There is also created
an Unemployment Insurance Advisory Board of four members,
two of whom are to be representatives of a recognized trade
union and one a woman.

Special Device. Employer’s Mutual Unemployment Insur-
ance Company organized and incorporated by employers. In
this company every employer, who comes within the act, must
insure himself. The company will collect all premiums from
employers. It shall also establish separate funds by industries
or groups thereof, so that each industry may bear the cost of
its own unemployment.
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(3) H. No. 1301, 1934 (the King Bill )

Employers. Those having within any twelve-month period
ten or more employees in a total of at least twenty weekly pay-
roll periods, but not including the State or any political sub-
division thereof.

Employees not included are farm laborers; domestic servants;
teachers in any school, college, etc.; doctors, etc.; internes or
nurses in a hospital not operated for profit; those engaged in
interstate or foreign commerce. An employee who is unwilling
or unable to work normal full time must register as a part-time
worker to get any benefits. Those working during school vaca-
tion periods and those normally self-supporting but seeking
temporary employment are not included.

Special Exemptions. Employers who have established ap-
proved plans, which are equally as beneficial as the compulsory
plan.

Employer. For the first two years, 2 per cent of his pay
roll. Thereafter (a) when his reserve amounts to less than
$5O per employee, the rate equals 2 per cent; (6) when it
amounts to $5O but less than $75, the rate equals 1 per cent;
(c) when it amounts to $75 or more, no contribution is required.
An employer who for one year continuously keeps his account
above $75 reserve per employee is not required to contribute
in the following year till his account falls below a $5O reserve
per employee.

Qualifications. Twenty weeks or more of wage-earning
employment in the State after the act is passed, and within the
two years preceding the close of the most recent week of employ-
ment or residence in the State throughout such two-year period.
To be eligible for benefits from a particular employer’s account,
the employee must have been employed by such employer for a
total of more than eight weeks of employment after his account
is liable for benefits. Notice of at the proper
office.
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Disqualifications. Voluntary leaving work without reason-
able cause attributable to his employer; loss of employment
through misconduct; discharge for incompetence (but where an
employee has worked twenty-six weeks or more for a particu-
lar employer, it is not a discharge for incompetence unless a
new man is hired for the job within twelve working days);
receipt of $1,500 or more within the year preceding the most
recent gainful employment; out of work because of a trade dis-
pute in active progress in the place of employment; failure,
without good cause, to report for work; receipt of vacation
pay from his employer equal to the weekly benefit for total
unemployment; refusal of suitable employment without good
cause (“suitable” being given the same definition as in the
other plans).

Waiting Period. Four weeks of unemployment for total
unemployment, or its equivalent for partial unemployment.

Amount. For total unemployment, 50 per cent of the full-
time weekly wage with a $lO per week maximum. For partial
unemployment (i.e., employment for less than one-half the
normal full time), the difference between the full benefit for
total unemployment and one-half the wages received for the
week of partial employment.

Duration. No employee can receive from one employer’s
account more than $lOO or more than five times his full weekly
wage from such employer.

Limited Liability. Each employer’s liability for benefits
is limited to the total resources of his own account. Benefits
may be reduced if the account is becoming inadequate. Where
an employee is entitled to benefits from two or more employers,
the accounts of each employer are liable in the inverse order of
his successive employment. But no employer’s account is
liable for unemployment more than fifty-two weeks after the
close of the employee’s most recent week of employment by such
employer.

Dismissal Payments. —An employer can meet his entire
liability by a lump sum dismissal payment if his employee so
agrees, if the commission approves, and if so doing would not
reduce his reserve per employee to less than $4O.

Fund. An unemployment reserve fund, consisting of all
contributions and any accumulations thereto, administered by
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the State without liability beyond the amount of the fund. Each
employer’s account in the fund is kept separate, and from it
benefits are paid to his own employees. Employers in the same
locality or industry may merge their accounts and pool their
liability, with the commission’s approval and subject to its
regulations.

Agency. Department of Labor and Industries, through the
Commissioner, who shall divide the State into employment
districts and establish free employment offices. Advisory com-
mittees, with equal representation of employers and employees
and a representative of the public, to promote regularization
of employment. And appeal boards, composed of one repre-
sentative of employers, one of employees and one of the public,
to hear contested claims.

Investment. Done by a board of three (State Treasurer,
Commissioner of Banks and Commissioner of Labor and Indus-
tries). During the first year all money is to be invested. After
that not more than 40 per cent nor less 2O per cent is to be
kept on deposit, and the rest invested in United States treasury
notes and certificates, other direct obligations of the United
States, securities which are the direct obligations of the Com-
monwealth, bonds and other interest-bearing obligations of any
legally constituted governmental taxing subdivision of the
Commonwealth; provided such subdivision has never defaulted
in the payment of the principal or interest of any of its bonds or
other interest-bearing obligations. All investment expenses are
to be paid out of the earnings of the fund and the net surplus
allocated to the accounts of the several employers in the fund.

Exempted Plans. Funds thereof must be kept with an
approved trustee under an approved trust agreement. Subject
to the Commissioner’s approval, employees may contribute for
additional benefits. If any exemption is revoked the employer
must pay into the fund the amount standing to his credit if no
exemption had been granted.

Effective Date. Contributions are to begin two months after
the date on which it is declared that the number of manual
employees in manufacturing plants in the State has for three
successive months exceeded by 50 per cent the number of such
employees for December, 1932. Benefits are payable for un-
employment which occurs one year after employers begin to
contribute.
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(J) H. No. 1595, 1934 (Merriarn-Williams Bill).

(1) Type.

Individual reserves.

(2) Scope.

Employers. All who have not exempted themselves.
Exemptions are granted to employers who set up or have set
up approved benefit plans which are no less beneficial than the
compulsory plan; an employer who gives only temporary
employment to part of his force may apply for a partial
exemption.

Employees. Every one in the service of another, except
masters and seamen of vessels engaged in interstate or foreign
commerce, employees of religious, educational and charitable
corporations, farm laborers, domestic servants, teachers, those
employed by the State or any political subdivision thereof,
and those whose employment is not in the usual course of his
employer’s occupation. Employees who are unable or unwilling
to work a normal full-time week, and certain aged, etc., em-
ployees, may be exempted by the board.

(3) Contributions.
Employers. For each eligible employee an amount equal

to that which would have to be paid an employee if discharged
at the end of the eligibility period, and thereafter a weekly
payment of 30 cents to 81 for each employee, depending on
his wages. Additional amounts if he wishes.

Employees. An amount equal to the employer’s weekly
payment for him. Employees may agree to make additional
contributions. If two-thirds of the eligible employees agree,
adherence thereto may be made a condition of employment for
future employees.

When unemployment becomes exceptionally serious in the
State, the board may recommend to the Governor the declara-
tion of an emergency period of not more than six months
(renewable). During such a period an employer, who has
reduced the working hours of any of his employees to not more
thantwo-thirds nor less than one-half of the normal hours, may
reduce his contributions for those employees to the following
rate: 20 cents to 75 cents, depending on the wage, as before.



1935.] HOUSE —No. 386 31

Eligibility. —An employee who stays in his employer’s
service after the end of an eligibility period of eight continuous
pay-roll periods, or two hundred and forty hours within ten
pay-roll periods, whichever is longer.

Conditions. Filing of a claim with the employer in whose
reserve fund the claimant has employee-credits, stating that
the employee is able and willing to work, but unable to find
suitable employment (“suitable” being given the usual
definition).

Amount. For total unemployment equals $l5 per week or
one-half the average weekly wage, whichever is lower; addi-
tional benefits are payable only as specified in the agreement for
voluntary contributions. Partial unemployment equals the
standard benefits reduced by one-half of any earnings from
part-time employment with an employer other than the one
in whose funds the employee has employee-credits. For dis-
missal at the end of the eligibility period, 2 per cent of the total
wages received from the employer less the amount received as
wages during the first pay-roll period.

Waiting Period. Eight weeks. This may be reduced by
five weeks during an unemployment emergency: also by agree-
ment where there are voluntary contributions, provided the
benefits during the reduced period are paid from the voluntary
contributions. The waiting period may be increased (1) for
the period during which the place of employment is closed
because of a trade dispute in active progress; (2) for two weeks
w'here an employee lost his job through his misconduct or left
voluntarily without reasonable cause attributable to his em-
ployer; (3) for the period during which an employee received
vacation pay or guaranteed wages equal to the standard
benefits.

Agency. Department of Labor and Industries, with an
unpaid Unemployment Reserve Board of five members ap-
pointed by the Governor, two representatives of employers,
two of employees and one of the public. The board shall super-
vise the administration of the act, set up local offices for the
registration of workers, payment of benefits, social committees
to hear complaints, and district appeal boards; and also it
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shall encourage stabilization of employment. Expenses of
administration are to be paid from the earnings of the fund.

Fund. Consists of employer and employee contributions
and any accumulations; administered by the State without
liability beyond the amount of the fund. A separate account
shall be kept for each employer. All payments are to be made
by the State Treasurer on properly drawn vouchers. The
reserve funds of each employer must be deposited in the state
fund or with an authorized depository. An employer has no
beneficial interest in the fund, but only the employees; the
compulsory contribution of the employee and of the employer
for the employee plus a share of any earnings is the “employee-
credit” of such employee. This account is kept separate for
each employee and is transferable on his change of employers.

Investment. By a board of three, the State Treasurer,
Commissioner of Banks, and the chairman of the board; net
earnings are pro-rated among the accounts of the several em-
ployers in the fund.

New Hampshire.

(Plan proposed by the New Hampshire Commission on Unem-
ployment Reserves, November, 1934.)

Employers. Five or more employees. Employers will be
allowed to operate their own plans and be exempt from the
compulsory plan, provided their plans are as beneficial as the
state plan and do not undermine the state-pooled fund.

Employees. All employed within the State, except farmers,
domestic servants in private homes, state and local govern-
mental employees, teachers in schools, etc., seasonal employees
{i.e., those employed in a regular stipulated season of not over
seventeen consecutive weeks in a year), doctors and student
nurses in semi-public institutions, those engaged in interstate
commerce who are subject to national legislation, members of
the immediate family of an employer, and those with a salary
of 11,800 per year or over. Those who register as part-time
workers are not eligible for benefits, but employers must pay
contributions for them to avoid a tendency to use part-time
workers instead of regular workers.
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Employers. Two and one-half per cent of the pay roll of
employees included in the plan: when ledger reserve equals
8 per cent of the existing pay roll the rate is 2 per cent; when
it is 10 per cent the rate is IYz P er cent; and when it is 12 per
cent the rate is 1 per cent (the minimum). Within three years
after benefits begin employer’s rates may be reduced in accord-
ance with their employment experience.

Employees. One per cent of his weekly wage.
State. Expense of administration.

Qualifications. Genuinely unable to get work as evidenced
by his actively seeking work, by his registration at a public
employment office, and by his willingness to accept suitable
employment.

Disqualifications. Unemployment due to a trade dispute
in his place of business while such dispute is in progress.

Waiting Period. Three weeks’ consecutive unemployment
in any six months, or four weeks’ cumulative unemployment in
any six months. Where an employee voluntarily quits or is
discharged for cause, the waiting period equals six weeks’ con-
secutive unemployment or eight weeks’ cumulative. Benefits
are payable one year after contributions begin.

Amount. For total unemployment, 50 per cent of the total
full-time weekly wages, with a $l4 maximum and a $6 minimum,
except for those whose normal wage is under $B, who will re-
ceive 70 per cent of their earnings but less than $6. If a hus-
band and wife both draw benefits, the maximum equals $22.
For partial unemployment ii.e., where the wages are less than
one-half the normal full-time wage), an amount which, when
added to the wage for the part-time work, will equal 60 per cent
of the normal earnings. The scale of benefits may be altered to
conserve the fund.

Duration. - A ratio of not more than one week of benefit for
every three weeks of full employment in an insured occupation
within the fifty-two weeks prior to the claim for benefits, with
a maximum of sixteen weeks in any one year.

Fund. State-pooled funds with special ledger accounts for
each employer showing the amount of his contributions and
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of the benefits paid his employees. The State is the sole cus-
todian of this fund.

Investment. Government securities or deposit in Federal
Reserve Banks.

Agency. Department of Labor. Public employment offices
where workers can register, file claims, collect benefits, etc.
State advisory committee, with equal employer and employee
representation, and similar local committees which can adjudi-
cate claims and assist in reducing unemployment.

Ohio.

(Plan proposed by the Commission on Unemployment Insur-
ance, 1932.)

(1) Type.

Insurance with a state-pooled fund.

(2) Scope.

Employment. Any in which all or the greater part thereof
is done within the State, except farm labor, personal or domes-
tic service in the employer’s home, employment in the service
of a common carrier engaged in interstate commerce, or by
any governmental unit or political subdivision thereof, or in a
private school, etc., where the contract of hire is on an annual
salary basis, or as a short-time or casual laborer for a period of
less than four weeks, provided that the employer of such casual
labor makes application for such exemption.

Employer. Those having three or more employees in an
employment covered by the act, but not the State or any
political subdivision thereof, farmers or employers to whom
this act would not apply because of Federal law. When the
investigation necessary to establish the risks of unemployment
and to classify employers has been made, the commission will
then recommend whether employers should be allowed to set
up their own benefit plans.

Employees. Any one in an employment subject to the act,
except one employed at other than manual labor for $2,000
per year or more, or one whose employment is not in the usual
course of his employer’s occupation.
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Employers. For the first three years, 2 per cent of the
annual pay roll; thereafter at the rate set by the commission
after a classification of employers according to their employ-
ment experience, with a maximum limit of 33d) per cent and a
minimum of 1 per cent.

Employees. One per cent of wages received. Voluntary
contributions for additional benefits are allowed.

Qualifications. Employment by an employer subject to
the act; payment of contributions for twenty-six weeks within
the twelve months prior to the claim for benefits, or for forty
weeks during the two preceding years; capable of and avail-
able for employment and unable to find work in his usual
occupation or any other for which he is reasonably fitted;
registration at the proper office.

Disqualifications. Loss of work due to a strike in the place
of employment as long as the strike continues; unemployment
directly caused by an act of God, or due to commitment to a
penal institution; failure to report as directed; refusal to
accept employment for which the claimant is reasonably fitted
and which is suitable for him. Employment available be-
cause of a strike is not “suitable.”

Waiting Period. For total unemployment, three weeks,
but no more than three weeks in any twelve months. Where
an employee is discharged for cause or leaves voluntarily, six
weeks. Partial unemployment, a period such that the loss in
wages equals three weeks of total unemployment.

Amount. For total unemployment, 50 per cent of the
average weekly wage, with a $l5 maximum; for partial un-
employment (i.e., where the loss is more than 40 per cent of
the average weekly wage), 10 per cent to 40 per cent of the
average weekly wage, depending on the per cent of the weekly
wage lost because of only part-time work. Special regulations
for benefits for seasonal employees.

Duration. In any consecutive twelve months not more
than sixteen times the benefit for one week of total unem-
ployment. The right to benefits is suspended when an em-
ployee eligible for benefits becomes employed in an occupation
not subject to the act, but his right revives if he becomes
unemployed within six months of his last employment sub-
ject to the act.
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(5) Administration.
Agency. Unemployment Insurance Commission of three

appointed by the Governor, one to represent employers and
one employees. They are to receive a salary of $6,000 per
year. They shall administer the act, establish employment
offices, classify employments, set up means for hearing dis-
putes by local boards composed of one representative each of
employers, employees and the public.

Fund. Consists of all money paid in plus all accumulations.
The entire cost of administration is to be paid from the fund;
an administration account of not more than 6 per cent of the
income is to be set up. If the fund runs low, the commission
can borrow on the resources of the fund. The State Treasurer
is to be custodian of the fund.

Investment. Bonds or other obligations of the United States
or of Ohio; any interest-bearing obligations of any political tax-
ing subdivision of Ohio, provided it has never defaulted in the
payment of principal or interest of any of its obligations; or any
bonds issued under the provisions of the Federal Farm Loan Act.

Wisconsin.

(In operation, July, 1934.) (Similar law proposed in New York
and New Jersey in 1934.)

(1) Type.

Individual reserve accounts in the state fund.

(2) Scope.

Employment. Any work the greater part of which is done
in Wisconsin, except farm labor, domestic service, teaching,
governmental unemployment relief project, employment at a
fixed salary for eleven or more months or at wages of $2OO per
month or more, or in an elected or appointed public office, or
by a governmental unit on an annual salary basis, or employ-
ment by a railroad in interstate commerce.

Employers. Any one having six or more employees for one
month or more in an employment subject to this act. Em-
ployers who have guaranteed wage plans covering forty-five
weeks of at least thirty-six hours per week, or who have estab-
lished approved plans, may be exempted.

Employees. One employed in an employment subject to
this act, but not including registered part-time workers; those
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who are residents of Wisconsin for less than two years or who
have not been gainfully employed in the State for forty weeks,
within a two-year period.

Employers. Two per cent of total pay roll of employees
covered by the act; after two years, whenever his reserve ac-
count amounts to 850 but less than $75 per employee, 1 per
cent, and when it amounts to $75 or more per employee no con-
tribution is required. Employers must also contribute two-
tenths of 1 per cent to an administration fund; and an additional
contribution of 1 per cent on that part of the wages paid to
employees for hours in excess of 48 hours per week for additional
benefits.

Employees. May voluntarily contribute

Qualifications. Notice of unemployment. Any political
subdivision providing unemployment relief work receives the
benefits duo to employees, to whom it has given work.

Disqualifications. Employment lost through misconduct,
sickness, injury or act of God, or left voluntarily without reason-
able cause attributable to the employer; unemployment due to
a trade dispute in active progress in the employer’s plant; re-
fusal to accept “suitable” employment.

Waiting Period. Two weeks after notice of unemployment;
no more than one waiting period shall be required of any em-
ployee in any twelve months. Benefits are not payable till one
year after contributions begin.

Amount. For total unemployment, $lO per week or 50
per cent of the average weekly wage, whichever is lower, but
with a $5 per week minimum; for partial unemployment (i.e.,
whenever the week’s wages are less than 75 per cent of the
average weekly wage), the same per cent of his total unemploy-
ment benefits as his wage loss is of his average weekly wage,
but in no case shall it exceed the difference between the actual
wage and 75 per cent of the average weekly wage. Benefits
may be reduced $1 for every $5 drop in thereserve per employee,
under $5O. An additional $1 per week may be paid from the
administration fund to an employee attending school.

Duration. No more than ten weeks of benefit in one year,
with the ratio of one week of benefit to each four weeks of
employment within the last fifty-two weeks.
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Limitations. —The amount of benefits payable to an employee
is limited to the benefit liability of his own employer’s account.
There is no liability for unemployment occurring more than
one year after the employee left his employment, nor beyond the
current resources of the employer’s account. Where an em-
ployee is entitled to benefits from several employers, they are
paid from the accounts of the several employers in the inverse
order to such successive employments.

Agency. State Industrial Commission. Disputes are settled
by local office managers. Appeals are heard by local boards
appointed by the commission and consisting of one employer,
one employee and one who is neither. The commission also acts
as an appeal board.

Fund. Consists of all contributions and any accumulations.
A separate account is kept for each employer, and from this
account only are benefits paid to his employees. Two or more
employers may pool their accounts and their liability for
benefits. There is also a separate administration account from
which expenses of administration are paid. The State Treas-
urer is custodian of the funds. Net earnings are to be appor-
tioned to the individual employer’s accounts.

Investment. Securities which are legal investments for
domestic life insurance companies.



No. 386.HOUSE -1935. 39

>r
il

Virginia.Minnesota

Economic Institute, University (Report of Commissioi
of Minnesota, 1933.)

total and partialEmployment total and partial. E

Employers those having 6 or E
>cope

Employees all except farm la- Eynployees all except farm la-
borers, domestic servants, those borers, domestic servants, casual
engaged in interstate commerce laborers, those engaged in mter-
or in relief work, public employ- state commerce, public employ-
ees on a salary basis, casual and ees, members of the employer s
part-time workers, members of fa;mily, and those receiving over
the employer’s family, and §2,000 a year,
those averaging more than S4O.

Contributions Employer 2 per cent of his pay Employer 2 per cent into his m-
UONTRibuiiuino . f j r dividual reserve fund and H per

Employee 2 per cent of wages cent into a state fund,

received.

Benefits Qualifications employment for Qualifications employment for
Benefits . • y4O weeks in the last 104 weeks. 13 weeks m the last 62 weeks. .

Disqualifications commitment Disqualifications failure to regis-
ISQUaUncailOns cumimuucm

to a penal institution, ter; employment lost through
* misconduct or a trade dispute.

Waiting period 8 weeks. Waiting period 4 w

Amount —4O per cent of theaver- Amount—5O per cent of the aver-
age weekly wage. age weekly wage with a Sl5maxi-

mum.
Duration —4O weeks, or in the D'

ratio of 1 week of benefit to 4
weeks of employment

AnMiNTSTRNTiON Fund contributions are pooled Fund state guaranteed fl jnd,Administr. t by industries, no state fund or with individual plantaccounts ir

individual plant funds. Em- the fund. No exempted plans
ployers are allowed to operate allowed,
their own plans on approval of
the Commission,

Agency State Industrial Com- Agency - Department of Labe
mission with an Employment and Industries, through loc.
Advisory Council. The plan is offices.

linistered through industry
boards,
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The General Court has given this Commission the task
of determining the “plan best suited for adoption in this
Commonwealth as a safeguard against unemployment.”
Safeguarding against unemployment clearly involves
setting up measures of prevention as well as measures of
compensation or relief when prevention fails.

No plan of insurance or reserves can possibly meet to-
day’s demands for relief. Had we been wiser we would
have established reserves against unemployment which
would have saved today’s taxpayers many millions of
dollars. In now building for the future, it is important
that we do not allow the plain evidences of widespread
distress from unemployment to blind us to the possibility
that with courage, foresight and good management indus-
try can remove many of the causes of unemployment.

Two types of plans are being advocated, unemploy-
ment insurance and unemployment reserves.

The majority of the Commission favors unemployment
insurance, with contributions by both the employei and
employee, and by the State. I do not agree with the
majority that unemployment insurance is the best plan to
safeguard against unemployment. In my opinion, for
reasons that follow, the best plan is compulsory unemploy-
ment reserves, with individual company funds, with no
compulsory contribution by labor, with no contribution
bv the State other than state administration and super-
vision.

A foremost American advocate of unemployment insur-
ance defines it as a method of “alleviating the social and
economic consequences of unemployment. In other
words, unemployment insurance is essentially relief, not

MINORITY REPORT OF WM. LEAVITT
STODDARD.
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prevention. To accomplish its purpose unemployment
insurance creates a vast pool of funds contributed from
several sources without a true allocation of cost to re-
sponsibility for unemployment, and without, in this
country, a sound actuarial foundation. Like the Com-
munity Chest, this is a remedy useful where there is
permanent and widespread economic distress.

One weakness of unemployment insurance is that in-
dustry, labor and the State are involved in indeterminate
future financial obligations which might well demand, as
has occurred in England, the use of the credit of the State
in order to remain solvent. The chief weaknesses of un-
employment insurance, in my opinion, are: (1) that it
taxes all to pay for what may be the misfortune or the
responsibility of the few; (2) that it gives relief after the
damage has been done, instead of safeguarding against
unemployment in advance; and (3) that it covers up,
instead of clarifies, the particular responsibility for a par-
ticular situation, i.e., unemployment in a particular
economic unit.

In contrast, unemployment reserves are designed to
stabilize employment, to prevent unemployment at its
source, and then to provide compensation when this fails.
Reserves are based, not on theory and practices foreign
to American social and economic life, but on the accumu-
lated experience of many American industrialists who
have succeeded in eliminating seasonal unemployment,
providing steady employment in all but panic or deep
depression years, and in mitigating, to a large extent, the
severity of catastrophic unemployment, such as we are
now witnessing.

I therefore believe that unemployment reserves meet
the definition of the type of plan which this Commission
is instructed to report, one “best suited ... as a
safeguard against unemployment.”

If we are to establish the right kind of safeguard against
unemployment on the right basis, it is essential that the
cost shall not only be known in advance but that it shall
be paid by the proper party. Important groups and indi-
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viduals in the organized labor movement as well as in
industry agree that there should be no contributions to an
unemployment reserve system by labor. In actual fact,
labor willbear, without direct contributions to the reserve
fund, a heavy share of the burden. The main reasons for
this are as follows:

1. In the waiting period before compensation is avail-
able, the employee must finance himself.

2. If unemployment exceeds the limited period during
which compensation is paid, the employee must finance
himself.

3. Since compensation will run roughly 50 per cent of
pay, the employee must supply the income deficiency.

Industry alone should contribute and for the following
reasons:

1. To a great extent, the owners and directors of busi-
ness control employment conditions.

2. They can plan and accomplish measures regularizing
employment, and hence in some degree prevent unemploy-
ment at its source. This is particularly true as to seasonal
unemployment.

3. They should discharge their responsibility for a cost
otherwise thrown on the community and labor alone.

4. They can absorb this cost and charge it to the public;
employees cannot do so, so that the employee as a con-
sumer will pay his share of the employer’s contribution.

The reports of the Special Commission on Stabilization
of Employment have clearly set forth the principles of
unemployment reserves. Reserves were studied and
advocated by the Interstate Commission on Unemploy-
ment Insurance appointed by the Governors of Connecti-
cut, Massachusetts, New Jersey, New York, Ohio, Penn-
sylvania and Rhode Island. The preliminary research
has been thoroughly performed. What now remains is
to act.

The first practical step to safeguard Massachusetts
employees against unemployment is to set up a compul-
sory system of unemployment reserves in accordance with
the design, if not following the precise detail, of the King
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Bill- With this conservative first step taken, we can build
slowly but with certainty a system that should place
Massachusetts labor and industry in a preferred position
in the country without the risks inherent in a system

based on a pessimism that accepts unemployment-; as

inevitable.
WM. LEAVITT STODDARD.




