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SECOND AND FINAL REPORT OF THE SPECIAL
COMMISSION APPOINTED TO MAKE AN
INVESTIGATION OF UNEMPLOYMENT IN-
SURANCE, RESERVES AND BENEFITS.

Boston, Mass., June 4, 1935.

To the Honorable Senate and House of Representatives

The Special Commission created under the provisions
of chapter 42 of the Resolves of 1934, and revived and
continued by chapter 15 of the Resolves of 1935, submits
the following report with recommended legislation.

Resolve Reviving the Commission.
The Commission’s original authority is contained in

chapter 42 of the Resolves of 1934, printed in the first
report under date of November 30, 1934. The resolve
reviving the Commission is as follows:

C&e Commontoealtj) of aiassacimsetts

Resolve reviving and continuing the Special Commission rela-
tive to Unemployment Insurance, Reserves and Benefits.
h hereas, A majority of the special commission on unemployment

insurance, reserves and benefits, established by chapter forty-two of
the resolves of nineteen hundred and thirty-four, has reached definite
conclusions as to the principles that should be followed in this Com-
monwealth in providing unemployment insurance; and

11 hereas, There is reason to believe that the Congress of the United
States will, at its present session, and while the general court of this
Commonwealth is in session, enact a law providing for federal co-
operation with the several states in providing unemployment insur-
ance; and



HOUSE No. 2225. [June2

Whereas, Under the circumstances, better results will be obtained
and with no material delay if said special commission formulates unem-
ployment insurance laws for this Commonwealth after the attitude of
the federal government on this matter is known; therefore be it

Resolved, That the said special commission is hereby revived and
continued, and its final report, together with drafts of legislation neces-
sary to carry its recommendations into effect, shall be filed with the
clerk of the house of representatives on or before June fifteenth in the
current year. For the purpose of this resolve, said special commission
may expend such sum, not exceeding fifteen hundred dollars, as may be
hereafter appropriated therefor, in addition to any unexpended bal-
ance of the amount appropriated by or included in item thirty-two
h of chapter three hundred and eighty-four of the acts of nineteen hun-
dred and thirty-four. [Approved May SJh 1935.

Although not officially revived and continued until
May 24, 1935, the members of the Special Commission
kept in close touch with developments in the field of un-
employment insurance legislation since the first report
was filed, November 30, 1934.

At that time only one State Wisconsin had a law
on its statute books covering this subject, but since then
three other States have adopted acts, namely, Utah,
Washington and New York. A number of other States
are considering such legislation.

In its request for a continuance of the Commission, the
members stated that better results will be obtained if this
Commonwealth formulates unemployment insurance laws
after the attitude of the Federal government on this
matter is known.

The Federal law has not yet been enacted, but the bill,
in changed form, as recommended by the President, has
been passed by the national House of Representatives and
is expected to be considered by the Senate within a short
time.

It is the unanimous belief of the Commission that a
draft of legislation should be submitted to the Legislature
at once, leaving it to the wisdom of that body to make
any changes necessary, if and when Congress does act.
Further delay on the part of the Commission might make

Introduction.
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it impossible to pass a bill at the current session of the
Legislature, as prorogation is apparently not far away.

Before finally reaching either branch of the Legislature
consideration must be given to any measure by the com-
mittees on Labor and Industries, House Ways and Means
and Senate Ways and Means. If Congress acts while
these committees are studying the bills recommended, the
legislators will be in a position to make the provisions con-
form to Federal requirements. It is the Commission’s
belief that the recommended draft will come within any
limitations that may be set by Congress.

If the Legislature decides to pass a state law irrespective
of what action Congress may take at the current session,
it may do so safely because of the safety clause suggested
in the final section of the accompanying draft, making
the financial provisions of the act operative when the
Federal law begins to function or when eleven of the in-
dustrial States enact laws similar to the one in Massa-
chusetts, so that the burden on industry in those States
will approximate the burden placed on industry in this
Commonwealth. The Federal bill as it now stands makes
the law operative as of January 1, 1936. If Congress acts
later this summer, and this Commonwealth fails to adopt
an unemployment insurance law to become operative at
the same time as the Federal law, the Commonwealth
may find itself seriously penalized in respect to its share
of any tax or grant distributed to the participating States.

Statement.
The attached draft of a bill incorporating the conclu-

sions reached by the Commission has received the unani-
mous approval of the Commission with the exception of
Mr. Wm. Leavitt Stoddard, whose minority report and
minority bill are likewise attached hereto. Mr. Roger L.
Putnam, however, wished to have his position made
quite clear in regard to the set-up of the Unemployment
Compensation Commission. He felt that a better admin-
istration could be secured by providing for an unpaid
commission or a commission receiving a small per diem
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allowance which would act in the capacity of a Board of
Directors, with the principal administrative responsibility
centered in a competent, well paid executive secretary
or administrative officer.

Mr. Robert J. Watt is of the opinion that the proposed
law should go into effect in Massachusetts at once, with-
out regard to action by the Federal government or any
other State.

The bill as proposed follows very closely the principles
laid down in House, No. 386 of 1934, which contained the
preliminary report of this Commission. It provides for a
pooled system, usually known as “unemployment insur-
ance” as distinguished from “unemployment reserves;”
it makes contributions compulsory; and it provides for
contributions from both employers and employees. In
regard to the first of these provisions it should be noted
that the best feature of the “reserve” system has been
incorporated in the bill, namely, a merit rating for em-
ployers who after a fair test of a number of years can show
particular stability of employment. In regard to the
compulsory provision an exception has been made for
employers who, prior to June 1, 1935, have adopted their
own plans, provided such plans are satisfactory to the
Unemployment Compensation Commission.

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

Inasmuch as employee contributions are a particularly
contentious point in any unemployment insurance plan
the Commission feels it desirable at this time to restate
the reasons why it feels that such contributions are es-
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sential to the proposed legislation. Only three valid
reasons exist for any insurance plan: first, the setting-
aside of funds in good times (times of employment) to
take care of bad times (times of unemployment); second,
the making of payments to individuals in such a manner
as to preserve the full self-respect of those individuals, as
distinguished from the real liabilities inherent in a charity,
dole or welfare payment system; third, the maintenance
of more even purchasing power in bad times as well as
good. All these reasons, but particularly the second,
prompt employee contributions. An employee who re-
ceives his compensation benefits as a matter of right, and
who is conscious of having helped to build up the reserves
which make those benefits possible, can accept those
benefits and maintain complete self-respect. In addition,
he has a proprietary interest in seeing to it that the funds
and the law are economically administered and that
political administration is reduced to a minimum. The
Massachusetts branch of the American Federation of
Labor has fully endorsed this position. In addition, both
branches of the General Court have placed themselves on
record favoring employee contributions by the unanimous
passage this year of House, No. 93, a part of which reads
as follows;

Resolved, That the General Court of Massachusetts favors the im-
mediate enactment by Congress of suitable legislation creating a
national compulsory unemployment insurance plan providing for a
fund to be made up of contributions by both employer and employee
from which, in times of unemployment, worthy unemployed workers
may be adequately paid, for a portion at least, of their unemployment.

HARRY B. PUTNAM.
JOHN HALLIWELL.
CHRISTIAN A. HERTER.
timothy j. McDonough.

ROGER L. PUTNAM.
ROBERT J. WATT.
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The following pages will give in general outline the pro-
visions of the bill as proposed in this report.

State pooled fund

(a) Employers. Any one having five or more persons
in an employment subject to this act for at least eighteen
weeks in the preceding calendar year.

(1) Exemption. Any employer, who, on June 1, 1935,
has in operation for the benefit of his employees an unemploy-
ment compensation plan, may submit this plan to the Com-
mission for approval. If the plan is as substantially beneficial
to his employees as the proposed law, and if the Commission
approves it, such employer is exempted from the contribution
provisions of the proposed bill during the life of his plan.

(b) Employees. Any one employed in an employment
covered by the act, excepting those employed at other than
manual labor at $2,000 per year or more.

(c) Employment. Any work in which all or the greater
part thereof is performed within the State. The following
employments are not included: employment (1) as a farm
laborer; (2) in personal or domestic service in private homes;
(3) by the Federal or State government or any subdivision or
agency thereof; (4) on a governmental relief project ap-
proved by the Commission; (5) by an employer of his spouse
or minor child; (6) by any corporation, association or group
organized and operated exclusively for religious, charitable,
medical, scientific, literary or educational purposes, no part
of the net earnings of which inures to the benefit of any private
shareholder or individual; (7) in the service of a common
carrier engaged in interstate commerce; (8) as a short-time

1. Type.

Appendix A.

SUMMARY OF THE PROPOSED BILL.

2. Scope.
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or casual worker for a period of four weeks or less, provided
the employer has registered such worker as a “casual” worker,
in the manner prescribed by the Commission; (9) on a com-
mission basis, where the employee is master of his own time and
efforts; (10) as a share fisherman wholly remunerated by share;
(11) in work wholly or in major part done at the worker’s own
home and paid for in proportion to the amount of work com-
pleted.

(1) Seasonal Employment. Provision is made allowing
the Commission to ascertain the customary and usual periods
of employment in seasonal occupations, and accordingly to
adjust the benefit payments in respect to amount, duration
and conditions.

(2) Part-time Employment. Provision is made allowing an
employee who works less than the usual full time prevailing
in his place of employment to register as a “part-time” em-
ployee and thus receive benefits under a schedule to be fixed
by the Commission, proportional to the schedule for full-
time workers.

(a) Employer. Beginning January 1, 1936, an amount
equal to 1 per cent of his pay roll less the amount not credited
to him by any Federal law governing unemployment com-
pensation or the administration thereof; for 1937, an amount
equal to 2 per cent of his pay roll less the amount not credited
to him by any Federal law governing unemployment com-
pensation or the administration thereof; for 1938 and there-
after, an amount equal to 3 per cent of his pay roll less the
amount not credited to him by any Federal law governing
unemployment compensation or the administration thereof.

(1) In 1941 the Commission shall classify employers accord-
ing to their unemployment experience and shall establish rates
accordingly; but the minimum rate for any employer shall
in no case be less than 1 per cent of his pay roll. Provision
is also made for the segregation of special risks which might
become an excessive drain on the fund.

(6) Employee. Beginning January 1, 1937, 1 per cent of
hb wages; beginning 1938 and hereafter, one-half the amount
contributed for him by his employer.

(c) State. Beginning January 1, 1937, the cost of ad-
ministration, which cost shall not exceed 10 per cent of the
total annua] contributions of employers and employees.

3. Contributions.
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(a) Date. Benefits are payable two years after contri-
butions by employers begin.

(6) Waiting Period. (1) Total Unemployment. —Four
weeks, but not more than four weeks in any twelve months.

(2) Partial Unemployment. A period during which the
loss in wages because of such partial unemployment equals
four weeks of total unemployment, but not more than a total
of four such weeks in any twelve months.

(3) The waiting period begins on the day the employee
registers as unemployed in the manner prescribed by the
Commission.

(c) Qualifications. Not less than ninety days of em-
ployment covered by the act with an employer or employers
subject to the act within the fifty-two weeks immediately
preceding the date of his registration as unemployed, or one
hundred and thirty days within the one hundred and four
weeks immediately preceding, etc.; capable of and available
for work and unable to find any in his usual occupation or in
any other for which he is reasonably fitted, whether covered
by the act or not; registration as unemployed and reporting
for work in the manner provided by the Commission.

(d) Disqualifications. Out of work because of a strike,
etc., still in active progress at the place where the employee
last worked; leaving work voluntarily without reasonable
cause attributable to his employer or discharge for misconduct
carries with it an additional waiting period of four weeks; a
failure, without good cause, to accept suitable employment
carries with it an additional waiting period of four weeks,
(“suitable” employment means employment not detrimental
to the health, safety or morals of an employee, and for which
he is reasonably fitted by training and experience, and within
a reasonable distance of his residence or last employment,
and not involving travel expense substantially greater than
his former employment; and no employment is “suitable
if available because of a strike, etc., in the place where the
employment is offered or if the wages, conditions, etc., are so
less favorable than those prevailing for similar work in the
locality as to depress wages or working conditions, or if accept-
ance of such employment requires the employee to join a com-
pany union or limits his right to join or retain membership in
any bona fide labor organization); commitment to a penal

4. Benefits.
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institution; receipt of compensation under General Laws,
chapter 152; if a person receives partial compensation less
than the benefits to which he would otherwise be entitled
under the act, he may receive such benefits less the amount of
his partial compensation.

(e) Amount. (1) Total Unemployment. Fifty per cent of
the weekly wage, with a maximum of $l5 per week and a min-
imum of $5 per week.

(2) Partial Unemployment. An amount equal to the differ-
ence between his benefit if totally unemployed and one-half
of all wages received by him from any employment, whether
covered by the act or not, during the week of partial unem-
ployment.

(3) Lump Sum Option. —ln certain unusual cases and
under the Commission’s specific directions, an employee’s
entire benefit liability may be discharged by a payment of
not less than 50 per cent nor more than 80 per cent of the
maximum amount to which the employee’s past weeks of
employment would entitle him if he remained continuously
unemployed and eligible.

(4) If in any six months the benefit payments exceed the
income, or if the Commission believes the fund is in serious
danger of depletion, it may declare an emergency and readjust
the schedule of benefit payments and conditions.

(/) Duration. (1) Benefits are paid in the ratio of one
week of total unemployment to each four weeks of full-time
employment occurring within the one hundred and four weeks
preceding the close of his most recent week of employment,
but in no case more than sixteen weeks of benefits in any fifty-
two consecutive weeks.

(2) Additional benefits may be paid in the ratio of one week
of total unemployment benefits for each unit of eighteen
weeks of employment during the past six years for which no
benefits have been paid but for which contributions have
been made; and thereafter, in the ratio of one week of total
unemployment benefits for each unit of twenty-six weeks of
employment for which no benefits have been paid but for
which contributions have been made.

(3) After an employee’s benefit payments are exhausted,
eight full weekly contributions or their equivalent must be
Phd before he again becomes eligible for benefits.
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Claims are to be filed at the local employment office in the
manner prescribed by the Commission. The claim is first
heard by the local employment office manager. The Com-
mission will provide rules governing appeals made to an ap-
peal board to be established by the Commission. The Com-
mission may, on its own motion, review decisions of the local
employment office manager or of the appeal board. In cases
involving over $lOO appeal may be made to the district court.
The decision of such court is final on questions of fact, but
decisions on questions of law may be taken to the Supreme
Court.

6. Administration.
(a) Agency. A new commission, the “Unemployment

Insurance Commission,” is created in the Department of
Labor and Industries, but not subject to its control. The com-
mission is made up of three members (an “employer,” an “em-
ployee” and a representative of the public, who shall act as
chairman) appointed by the Governor, with the advice and
consent of his Council, for a term of six years. The chairman
shall be paid $6,500 per year, and the other two members
$6,000 per year. The commission shall select, subject to the
approval of the Governor and Council, an executive secretary,
and this appointment shall not be subject to civil service regu-
lations. All other employees are to be subject to the civil
service regulations and selected on a non-partisan merit basis.
The commission is to administer the act, make and publish
all necessary rules and regulations, perform all duties imposed
by the act, and co-operate with the Federal government in
all matters relating to the administration of the unemploy-
ment compensation law. All information obtained from em-
ployers by the commission or its agents is to be kept confi-
dential.

(1) Public Employment Offices. The existing “Division of
Public Employment Offices” is transferred under the juris-
diction of the commission, and may be enlarged if the com-
mission deems it necessary. These offices are to be used for
the payment of benefits, registration of unemployed workers,
and presentation of claims.

(2) State Advisory Committee. —An unpaid committee of

nine (three “employers,” three “employees” and three repre-

5. Settlement of Claims.
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sentatives of the public) is created to advise the commission
in the administration of the act.

(6) Fund. (1) Compensation Fund. All contributions
to the fund and the accumulations thereof are kept in a special
trust fund of which the State Treasurer is to be custodian.
This fund is to be used solely for the payment of benefits.
The money may be invested in certain named classes of se-
curities or with the Federal trust fund when, as and if created.
The State is not to be liable for benefits beyond the amount
of this fund.

(2) Administration Fund. A special account, from which
all the expenses of administration are to be paid, is set up.
This fund is to consist of all money appropriated by the State
or received from the Federal government for the administra-
tion of the act.

(a) Employment Office Account: A separate account is to
be kept in the administration account of all moneys received
specifically for the administration of the public employment
offices.

7. Effective Date.
The effective operation of the act is deferred until such

time as a Federal law governing unemployment compensation
or the administration thereof is passed or until 11 of 21 indus-
trial States (Alabama, Connecticut, Delaware, Georgia, Illi-
nois, Indiana, lowa, Maine, Maryland, Michigan, Minnesota,
Missouri, New Hampshire, New Jersey, New York, North
Carolina, Ohio, Rhode Island, South Carolina, Tennessee and
lermont) have laws similar in burden to that proposed for
Massachusetts; and if the Federal law is declared unconsti-
tutional, the operation of the proposed law is postponed until
such time as 11 of those named States have in operation laws
similar in burden to the proposed law.
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In the Year One Thousand Nine Hundred and Thirty-Five.

An Act to provide for the Establishment and Adminis-
tration of Unemployment Compensation.

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

1 The General Laws are hereby amended by in-
-2 serting after chapter one hundred and fifty-one
3 under the title “Unemployment Compensation,’
4 the following new chapter:

5

Unemployment Compensation.6

DEFINITIONS.i

8 Section 1. The following words and phrases as
9 used in this chapter shall have the following mean-

-10 ings unless the context clearly requires otherwise:
11 (a) “Employment” means any employment in
12 which all or the greater part of the person’s work
13 is customarily performed within this commonwealth,
14 under any contract of hire, oral or written, express
15 or implied, whether such person was hired and paid
16 directly by the employer or through any other per-

Appendix B.

LEGISLATION RECOMMENDED.

CJ)t Commontoealtt) of Qpassacfnisctts

Chapter 151A.
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17 son employed by him, provided the employer had
18 actual or constructive knowledge of such contract.
19 Such employment shall include the person’s entire
20 employment. In the case of all other persons em-
-21 ployed partly in this commonwealth and partly in
22 other states, the term “employment” shall include
23 the employment of such persons to the extent pre-
-24 scribed by general rules adopted by the commission.
25 Nor shall the term employment apply to -

26 (1) Employment as a farm laborer;
27 (2) Employment in personal or domestic service
28 in private homes;
29 (3) Employment by the federal or state govern-
-30 ment or any subdivision or agency thereof;
31 (.4) Employment on a governmental relief project
32 approved by the commission;
33 (5) Employment by any corporation, association
34 or group organized and operated exclusively for
35 religious, charitable, medical, scientific, literary or
36 educational purposes, no part of the net earnings of
37 which inures to the benefit of any shareholder or
38 individual;

39 (6) Employment, on a commission basis, by one
40 employer or by more than one employer, where the
41 person employed is master of his own time and
42 efforts, and where his wages or compensation wholly
43 depend on the amount of effort he chooses to ex-
-44 pend in his occupation;
45 (7) Employment as a share fisherman wholly re-
-46 numerated by share;
47 (8) Employment at work, wholly or in major part
48 done at the worker’s own home, whether done for
49 himself or others, and paid for such work in propor-
-50 tion to the piece or part thereof completed.
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51 (9) Employment in the service of a common car-
52 rier engaged in interstate commerce, subject to the
53 laws of congress and the supervision of the inter-
54 state commerce commission.
55 (10) Employment as a short-time or casual worker
56 for a period of four weeks or lesi
57 (b ) “Employee” means any person employed for
58 hire by any employer and in any employment sub-
59 ject to this chapter, except any person employed at
60 other than manual labor at a rate of two thousand
61 dollars a year or more.
62 (c) “Employer” means any person, partnership,
63 firm, association, corporation, whether domestic or
64 foreign, or the legal representative, trustee in bank-
65 ruptcy, receiver, or trustee thereof, or the legal
66 representative of a deceased person, who or whose
67 agent or predecessor in interest has employed at
68 least five persons in employment subject to this
69 chapter for at least eighteen weeks in the preceding
70 calendar year; provided, that such employment in
71 nineteen hundred and thirty-five shall make an em-
72 ployer subject on January first, nineteen hundred
73 and thirty-six, and such employment in any sub-
74 sequent calendar year shall make a newly subject
75 employer subject for all purposes as of January first
76 of the calendar year in which such employment
77 occurs.
78 In determining whether an employer of any per-
-79 sons in the commonwealth employs enough persons
80 to be an “employer” subject hereto, and in deter-
-81 mining for what contributions he is liable hereunder,
82 he shall, whenever he contracts with any contractor
83 or subcontractor for any work which is part of his
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84 usual trade, occupation, profession or business, be
85 deemed to employ all persons employed by such
86 contractor or subcontractor on such work, and he
87 alone shall be liable for the contributions measured
88 by wages paid to such persons for such work; ex-
-89 cept as any such contractor or subcontractor, who
90 would in the absence of the foregoing provisions be
91 liable to pay said contributions, accepts exclusive
92 liability for said contributions under an agreement
93 with such emplojmr made pursuant to general rules
94 of the commission.
95 All persons thus employed by an employer in all
96 of his several places of employment maintained within
97 the commonwealth shall be treated as employed by
98 a single “employer” for the purposes of this chap-
-99 ter; provided, moreover, that where any employer,

100 either directly or through a holding company, vot-
-101 ing trust, trustees or otherwise, has a majority
102 control or ownership of otherwise separate business
103 enterprises employing persons in the commonwealth,
104 all such enterprises shall be treated as a single
105 “employer” for the purposes of this chapter.
106 Any employer subject to this chapter shall cease
107 to be subject hereto only upon a written application
108 by him and after a finding by the commission that
109 he has not within any calendar week within the
110 last completed calendar year employed five or more
111 persons in employment subject hereto. Any em-
-112 ployer of any person within the commonwealth not
113 otherwise subject to this act shall become fully sub-
-114 ject hereto, upon filing by such employer with the
Ho commission of his election to become fully subject
116 hereto for not less than two calendar years, subject
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to written approval of such election by the com
missioner.

117
118

(d)
“ Commission ” means the unemployment com-

pensation commission established by this act, or its
authorized representative.

119
120
121

(e) “Contributions” means the money payments
to the state unemployment compensation fund re-
quired by this chapter.

122
123
124

(/) “Fund” means the unemployment compen-
sation fund established by this chapter, to which all
contributions and from which all benefits required
under this chapter shall be paid.

125
126
127
128

(g) “Unemployment administration account”
means the account set up for the purpose of meeting
the expenses of administration under this chapter.

129
130
131

(h) “Benefit” means the money allowance payable
to an employee as compensation for his wage losses
due to unemployment as provided in this chapter.

132
133
134

(i) “Wages” means every form of remuneration
for employment received by a person from his em-
ployer, whether paid directly or indirectly by the
employer, including salaries, commissions, bonuses,
and the reasonable value of board, rent, housing,
lodging, payments in kind and similar advantages.

135
136
137
138
139
140

(j) “Full-time weekly wage” means the weekly
earnings an employee would receive from his em-
ployment if employed at the “hourly rate of earn-
ings” and for the “full-time weekly hours” appli-
cable to such employee. The commission shall make
such rules and adopt such methods of calculating
full-time weekly wages as may be suitable and reason-
able under this subsection.

141
142
143
144
145
146
147
148

(1) The applicable “hourly rate of earnings”
shall be determined by averaging the employee’s

149
150
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151 actual earnings for at least one hundred hours of
152 employment with his most recent employer.
153 (2) “Full-time weekly hours” means the standard
154 weekly hours customarily worked by employees in the
155 employment in question. Where there are no such
156 customary standard weekly hours, the commission
157 shall determine the standard by averaging weekly
158 hours for all calendar weeks in at least the past
159 three months in which the employee has worked
160 thirty hours or more, or by such equitable method
161 as the commission may by general rule prescribe.
162 {k) “Day of employment” means any day dur-
-163 mg which an employee performs more than a half
164 a day’s work in an employment and for an employer
165 subject to this chapter.
166 (I) “Week” means calendar week
167 (m) “Week of employment” means employment
168 for not less than eighty per cent of full-time weekly
169 hours or yielding not less than eighty per cent of
170 full-time weekly wages.
171 (n) “Pay roll” means the total amount of all
172 wages, salaries and remunerations paid by an em-
-173 ployer to his employees entitled to benefits under
174 this chapter.
175 (o) “Total unemployment” means that an em-
-176 ployee shall be deemed totally unemployed in any
177 week in which he performs no wage-earning service
178 whatsoever, and for which he earns no wages nor
179 other pay for personal services, including net earn-
-180 ings from self-employment, and in which, though
181 capable of and available for employment, he is un-
-182 able to obtain any and cannot reasonably return
183 to any self-employment in which he is customarily
184 engaged.
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185 (p) “Partial unemployment” means all weeks in
186 which the employee has earned less than one half
187 his full-time weekly wage.
188 (q) “Employment office” means the free public
189 employment office operated by the state or the
190 branch thereof nearest to the employee’s place of
191 residence or employment, unless otherwise pre-
-192 scribed by the commission.

193

Section 2. Payment. On and after January first,
nineteen hundred and thirty-six, contributions shall
accrue and become payable by each employer then
subject to this chapter. Thereafter, contributions
shall accrue and become payable by any employer
on and after the date on which he becomes subject
to this chapter. The contributions required here-
under shall be paid by each employer in such man-
ner and at such times as the commission may pre-
scribe, and shall be paid over by the commission to
the state treasurer who shall credit the same to the
unemployment compensation fund.

194
195
196
197
198
199
200
201
202
203
204
205

Section 3. Contribution Rates, (a) Employers:
Each employer shall contribute in his own behalf
for the calendar year nineteen hundred and thirty-
six an amount equal to one per cent of his pay roll
less any amount not credited to him by any federal
law governing unemployment compensation or the
administration thereof; for the year nineteen hun-
dred and thirty-seven an amount equal to two per
cent of his pay roll, less any amount not credited to
him by any federal law governing unemployment
compensation or the administration thereof; and
for each year thereafter, an amount equal to three

206
207
208
209
210
211
212
213
214
215
216
217

CONTRIBUTIONS.
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218 per cent of his pay roll less any amount not credited
219 to him by any federal law governing unemployment
220 compensation or the administration thereof.
221 (5) Employees: Beginning on January first, nine-
-222 teen hundred and thirty-seven, each employee shall
223 contribute to the fund one per cent of his wages;

224 and beginning on January first, nineteen hundred
225 and thirty-eight, and thereafter, he shall contribute
226 an amount equal to one half of the amount con-

-227 tributed by his employer for him. Each employer
228 shall withhold such contribution from the wages of
229 his employees, shall show such deduction on his pay
230 roll records, and shall transmit all such contribu-
-231 tions to the fund, pursuant to general commission
232 rules.
233 Section J. Merit Ratings. The commission shall,
234 beginning in nineteen hundred and forty-one, classify,
235 and shall at reasonable times reclassify, employers
236 in accordance with the actual experience with regard
237 to the contributions which they have paid in their
238 own behalf and the approximate benefits which the
239 unemployment compensation fund has paid to their
240 employees, as computed from the employer’s con-
-241 tribution records or otherwise, and the commission
242 may fix contribution rates in accordance with such
243 classifications. The minimum contribution rate thus
244 payable to the fund by the employer in his own behalf
245 shall in no case amount to less than one per cent.
246 The merit rating shall not apply initially in any case
247 until an employer has made contributions to the fund
248 for at least three years. -

249 Section 5. Segregation of Special Risks. The corn-
-250 mission shall investigate and report upon the approxi-
-251 mate degree of unemployment hazard in the various
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industries, occupations and employments and their
cost to the unemployment fund. It shall recommend
to employers in industries or occupations showing an
excessive cost to the fund means for stabilizing em-
ployment. It shall also, if necessary, recommend
to the general court a higher rate of contribution for
any classification of industries, occupations or em-
ployments in which unemployment is excessive or
chronic.
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Section 6. Collection of Unpaid Contributions. If
any employer fails to make when due any payments
required of him hereunder, after due notice, said
obligation shall carry interest at the rate of one per
cent per month from such due date. It shall be the
duty of the commission to collect any such overdue
obligations, together with such interest. Any sums
so collected shall be paid to the state treasurer and
credited by him to the unemployment compensation
fund. The commission may recover any sums due
under this chapter in an action of contract in the
name of the commonwealth.
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Section 7. Contributions to be Liens on Employer's
Assets. The amount due for contribution to the
fund, with interest thereon, shall be a lien against
the assets of the employer, subordinate, however, to
claims for unpaid wages and prior recorded liens.
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Section 8. Bankruptcy, Dissolution and Insolvency
of an Employer. In the event of an employer’s dis-
solution, bankruptcy, adjudicated insolvency, re-

ceivership, assignment for benefit of creditors, ju-
dicially confirmed extension proposals or composition,
contribution payments then or thereafter due under
this chapter shall have priority over all other claims,
except taxes and wage claims.
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286 UNEMPLOYMENT COMPENSATION FUND.

287 Section 9. Fund. There is hereby created the
288 unemployment compensation fund to be adminis-
-289 tered by the commission without liability on the part
290 of the state beyond the amounts paid into and earned
291 by the fund. This fund shall consist of all contribu-
-292 tions and moneys paid into and received by the fund
293 as provided in this chapter, of property and securi-
-294 ties acquired by and through the use of moneys
295 belonging to the fund, and of interest earned thereon.
296 Section 10. Withdrawals. The fund shall be ad-
-297 ministered in trust and used solely to pay benefits
298 hereunder, upon vouchers drawn on the fund by the
299 commission pursuant to general commission rules,
300 and no other disbursements shall be made therefrom.
301 Section 11. Custodian. The state treasurer shall
302 be, ex officio, the treasurer and custodian of the
303 fund; and all disbursements therefrom shall be
304 paid by him upon vouchers duly drawn in accordance
305 with general rules of the commission. He shall have
306 custody of all moneys, securities and property be-
-307 longing to the fund and not otherwise held, de-
-308 posited or invested under this chapter. The state
309 treasurer shall give a separate and additional
310 bond, conditioned on the faithful performance of
311 his duties as treasurer and custodian of the fund,
312 in an amount recommended by the commission and
313 approved by the governor and council and with
314 sureties satisfactory to the attorney general. Pre-
-315 miums upon bonds required pursuant to this section
316 shall be paid from the unemployment adminis-
-317 tration fund.
318 Section 12. Deposit. The state treasurer shall
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deposit or invest the fund under the supervision and
control of the commission, subject to the provisions
of this act; provided, further, that upon the estab-
lishment of an unemployment trust fund by the
United States government or its authorized agency
he may invest therein so long as such trust fund
exists.
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Section 13. Investments. An investment board
of three members shall be responsible for directing
how and to what extent the fund shall from time
to time be held deposited or invested under this
chapter. Said board shall consist of the state
treasurer, the commissioner of banks and the chair-
man of the unemployment compensation commission
or their authorized representatives, and shall have
power to perform its duties under this chapter by
the recorded vote of any two of its members and
under other rules to be adopted by said board.
During the first year of contribution payments
under this chapter the board shall promptly invest
all moneys received by the fund. Thereafter, as

determined from time to time by the board, not
less than twenty nor more than forty per cent of
the fund shall either be deposited with the federal
reserve bank of Boston, if said bank is authorized
to receive and to pay interest on such deposits, or

shall be deposited by the state treasurer in the same
manner and subject to all the provisions of law
applying to the deposit of other state receipts by
him, or shall at the direction of the board be held
in ear-marked cash either by the state treasurer or

by the federal reserve bank of Boston, if said bank
is authorized to hold such funds for the common-
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352 wealth, or in other safe depositories selected by
353 the said investment board. The balance of the
354 fund shall at the direction of the board be invested
355 in any or all of the classes of securities eligible for
356 such investment under this chapter. The board
357 may purchase and sell such securities for the fund
358 at current market prices, and may invest and re-
-359 invest the fund from time to time in its discretion.
360 The board may, at its discretion, borrow against its
361 investments for current payments. To enable the
362 board to perform its duties under this section the
363 commission shall furnish the board with any neces-
-364 sary assistance duly requested by the board and
365 approved by the commission.
366 Section 14- Restrictions on Investments. All in-
-367 vestments of the fund shall, as far as practicable,
368 be readily convertible into cash when needed. To
369 this end the board shall invest the fund only in the
370 following classes of securities; (a) United States
371 treasury notes and certificates; (5) other direct
372 obligations of the United States of America; (c)
373 securities which are the direct obligations of the
374 commonwealth; (d) bonds and other interest-bear-
-375 ing obligations of any legally constituted govern-
-376 mental subdivision of this commonwealth, providing
377 such governmental subdivision has never defaulted
378 in the payment of the principal or interest of any of
379 its bonds or other interest-bearing obligations.
380 Section 15. Non-Liability of the Commonwealth.
381 The unemployment compensation fund established
382 under this chapter shall be the sole and exclusive
383 source for the payment of benefits hereunder, and
384 such benefits shall be deemed to be due and payable
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385 only to the extent that contributions, with incre-
ments thereon, are actually collected and credited
to the fund.

386
387
388 BENEFITS.

389 Section 16. Payment. After contributions by em-
ployers have been due under this act for two years,
benefits shall become payable from the fund to any
employee who thereafter is or becomes unemployed
and eligible for benefits, based on his weeks of em-
ployment as defined in this chapter. Such benefits
shall be paid through the public employment offices
at such times and in such manner as the commission
may prescribe.
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Section 17. Waiting Period. Benefits shall be
payable to an employee only for his weeks of unem-
ployment occurring subsequent to a waiting period,
the duration of which shall in each case be deter-
mined as follows:

398
399
400
401
iO2

(a) An employee who is totally unemployed shall
be eligible for benefits for unemployment occurring
subsequent to a waiting period of four wr eeks, and
no benefits shall be or become payable during this
required waiting period; but no more than four
such weeks of waiting period shall be required of
any employee in any twelve months in order to
establish his eligibility for total unemployment bene-
fits under this chapter.
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( b) An employee who is partially unemployed
shall be eligible for benefits for each week of such
partial unemployment after a waiting period such
that the loss of wages in such partial unemployment
is equal to four weeks of total unemployment. No
benefits shall be or become payable for this required
waiting period, but no more than a total of four

412
413
414
415
416
417
418



HOUSE —No. 2225.1935.] 25

419 weeks in any twelve months shall be required as

420 a waiting period for such employee.
421 (c) The waiting period both for total and for par-
-422 tial unemployment shall commence on the day the
423 employee registers as unemployed at an employment
424 office or other place of registration maintained or

425 designated by the commission or on the day that
426 he has otherwise given notice of his unemployment
427 in accordance with the rules of the commission.
428 (d) There shall not be counted towards an em-
-429 ployee’s required waiting period or periods any week
430 of total or partial unemployment in which he is
431 ineligible for benefits under sections eighteen or nine-
-432 teen hereof.
433 Section 18. Qualifications. No employee shall be
434 entitled to any benefits under this chapter unless he
435 or she
436 (a) Has had not less than ninety days of employ-
-437 ment as defined in this chapter with an employer or
438 employers subject to this chapter within the fifty-
-439 two weeks immediately preceding the date of his
440 registration as unemployed as prescribed in this
441 chapter, or in the alternative unless he has had not
442 less than one hundred and thirty days of employ-
-443 ment as defined in this chapter with an employer or
444 employers subject hereto within the one hundred and
445 four weeks immediately preceding the date of his reg-
-446 istration as unemployed as prescribed in this chapter;
447 (6) Is capable of and available for employment
448 and is unable to obtain work in his usual occupation
449 or any other occupation for which he is reasonably
450 fitted, including employments not subject to this
451 chapter.
452 (c) Has registered, as provided in this chapter, as
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unemployed and reported for work or otherwise
given notice of the continuance of his unemploy-
ment, in such manner as the commission may pre-
scribe. To prove his availability for employment,
every employee partially or totally unemployed shall
register for work and shall file claim for benefits at
the employment office designated by the commission
for this purpose, within such time limits and with
such frequency and in such manner as the commission
may by general rule prescribe. No employee shall
be eligible for benefits for any week in which he fails
without good cause to comply with such registration
and filing requirements. The commission shall fur-
nish copies of its rules covering such requirements
to each employer, who shall notify his employees
of the terms thereof when they become unemployed.
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In claiming benefits hereunder an employee shall,
during each week of his unemployment, correctly
report any wage-earning employment he had in
such week and any wages he received for such em-
ployment, including employments not subject to
this chapter, and shall make such reports in accord-
ance with such rules as the commission shall prescribe.
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Section 19. Disqualifications, (a) No benefits shall
be paid to an employee under this chapter for any
week in which his total or partial unemployment is
directly due to a strike, lockout or other trade dis-
pute still in active progress in the establishment
where he was last employed.
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(6) Any employee who has left his employment
voluntarily without reasonable cause attributable to
his employer, or has been discharged for misconduct,
shall be ineligible for benefits for four consecutive
weeks additional to the waiting period provided in
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487 section nineteen of this chapter; and the duration of
488 benefits for total unemployment to which the em-

-489 ployee may be entitled shall thereby be reduced by
490 four weeks.
491 (c) If an otherwise eligible employee fails, without
492 good cause, to apply for suitable employment when
493 notified by the employment office, or to accept
494 suitable employment when offered him, in each such
495 instance, he shall thereby become ineligible for bene-
-496 fits for the week in which such failure occurred and
497 for the four next following weeks; and such weeks
498 shall be charged, as if benefits for total unemploy-
-499 ment had been paid therefor, against the employee’s
500 most recent weeks of employment against which
501 benefits have not previously been charged hereunder,
502 and shall also be counted against his maximum
503 weeks of benefit per year; provided, however, that
504 the period thus charged shall not exceed the period
505 of actual unemployment.
506 “Suitable employment” shall mean any employ-
-507 ment not detrimental to the health, safety or morals
508 of an employee for which he is reasonably fitted by
509 training and experience, including employment not
510 subject to this chapter, which is located within
511 reasonable distance of his residence or last employ-
-512 ment, and which does not involve travel expenses
513 substantially greater than that required in his former
514 employment. No employment shall be deemed suit-
-515 able, and benefits shall not be denied under this
516 chapter to any otherwise eligible employee for re-
al? fusing to accept new work under any of the following
518 conditions; (1) if there is a strike, lockout or other
519 labor dispute in the establishment in which the em-
-520 ployment is offered; (2) if the wages, hours and other
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521 conditions of the work offered are so substantially
522 less favorable to the employee than those prevailing
523 for similar work in the locality as to depress unduly
524 wages or working conditions; (3) if acceptance of
525 such employment would require the employee to
526 join a company union or would abridge or limit his
527 right to join or retain membership in any bona fide
528 labor organization or association of workmen.
529 (d) No benefits shall be payable under this chapter
530 to an employee who becomes unemployed by reason
531 of commitment to any penal institution.
532 (e) No benefits shall be payable under this chap-
533 ter to an employee who is receiving compensation
534 under chapter one hundred and fifty-two of the
535 General Laws of this commonwealth. In case, how-

ever, he is receiving only partial compensation under536
537 chapter one hundred and fifty-two, which is less
538 than the benefits which would otherwise be due him
539 hereunder for unemployment, he shall receive such
540 unemployment benefits reduced by the amount of
541 his partial compensation.
542 Section 20. Amount, (a) Total Unemployment:

543 An employee totally unemployed and eligible for
544 benefits shall be paid benefits for each week of total
545 unemployment after the specified waiting period at

546 the rate of fifty per cent of his full-time weekly wage,

547 but not to exceed a maximum benefit payment of
548 fifteen dollars per week or a minimum benefit pay-
549 ment of five dollars per week.
550 (b ) Partial Unemployment: An employee par-
551 tially unemployed and eligible for benefits shall be
552 paid a benefit, for each week of partial unemployment
553 after the specified waiting period, which is the dif-
554 ference between the full benefit to which he would
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555 have been entitled if totally unemployed in that week
556 and one half of any and all wages he has received in
557 that week, whether from an employment subject
558 hereto or from any other source or sources. For any

559 week any total of wages received which amounts to
560 less than one dollar shall be entirely disregarded. In
561 any week in which the employee has received benefits
562 for partial unemployment, the amount of time he
563 has worked shall not be used as a basis for further
564 benefit.
565 Sectional. Ratio ofBenefits to Employment. The
566 aggregate amount of benefits an employee may
567 receive shall be limited by the number of his past
568 weeks of employment against which benefits have
569 not been charged hereunder. Each employee shall
570 receive benefits hr the ratio of one week of total
571 unemployment benefits or its equivalent to each four
572 weeks of his full-time employment or its equivalent
573 occurring within the one hundred and four weeks
574 preceding the close of his most recent week of em-
-575 ployment. But in no case shall an eligible employee
576 receive more than sixteen weeks of total unemploy-
-577 ment benefits, or its equivalent, within any fifty-two
578 consecutive weeks, except as provided in section
579 twenty-two.
580 Section 22. Additional Benefits. An eligible em-
-581 ployee, who has received the maximum benefits per-
-582 mitted hereunder, shall receive additional benefits in
583 the ratio of one week of total unemployment benefit
584 or its equivalent for each unit of eighteen weeks of
585 employment, for which he has paid the required
°B6 employee contribution provided herein, occurring
087 within the six years preceding the close of his most
588 recent week of employment, and against which
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benefits have not already been charged under this
chapter; and thereafter he shall receive one week of
total unemployment benefit or its equivalent for each
unit of twenty-six weeks of employment, for which
he has paid the required employee contribution pro-
vided herein and against which benefits have not
been charged under this chapter.
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Section 23. Interval of Eligibility after Exhaustion
of Benefits. When an eligible employee has drawn in
any one year the maximum benefit to which he is
entitled, he shall not be eligible for benefit in a sub-
sequent year until the payment of eight full weekly
contributions or the equivalent thereof in his behalf.
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Section 2If.. Benefits in Emergencies and for Special
Groups. If in any six months’ period the amount
paid in benefits from the employment fund has ex-
ceeded the income, or if, in the judgment of the com-

mission, the reserves in the fund are in serious danger
of depletion, the commission may declare an emer-
gency and announce a modified scale of benefits, an

increased waiting period, or other changes in the rules
and regulations regarding eligibility for receipt of
benefits which it may deem necessary to maintain
the reserves of the fund.
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If as a result of experience there should be found
within the employments and employers covered by
this chapter certain industries or occupations nor-

mally yielding individual workers periods of employ-
ment of less than two weeks for any given employer,
or normally involving work for a number of em-
ployers, the commission may place these industries
or occupations in categories having special rules
regarding eligibility for payment of benefits or re-

duced scale of benefits.
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623 Section 25. Lump Sum Benefit Option. In lieu of
624 paying to an eligible employee in weekly or other
625 installments the maximum amount of benefits to

626 which his past weeks of employment might entitle
627 him under this chapter in case he remained con-

-628 tinuously unemployed and eligible, the commission
629 may discharge the fund’s entire benefit liability to
630 such employee, based on his past weeks of employ-
-631 ment, by paying him a lump sum equally not less
632 than fifty per cent nor more than eighty per cent
633 of the said maximum amount of benefits. But
634 lump sum payments shall be thus made only in
635 unusual cases, such as when an employee has no
636 prospect of securing further employment in the
637 locality but may secure employment elsewhere.
638 The commission shall by general rules determine
639 on what percentage basis and under what unusual
640 conditions such lump sum payments shall be made,
641 and each such case shall be subject to specific ap-
-642 proval by the commission.
643 Section 26. Seasonal Employment. Wherever in
644 any employment or occupation, or branch thereof,
645 because of its seasonal nature, it is customary to
646 operate only during a regularly recurring period or
647 periods of less than one year in length, and when-
-648 ever there are persons employed in such employ-
-649 ment who are not ordinarily employed during the
650 year in any other employment for hire, whether an
651 employment subject to this chapter or not, the
652 commission shall ascertain and determine or re-
-653 determine, after investigation and due notice, such
654 seasonal period or periods for each such seasonal
655 employment or occupation, or branch thereof.
656 When the commission has determined such sea-
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sonal period or periods, it shall also fix the right to
benefits and the conditions required for the pay-
ment of benefits to such persons, and shall modify
the requirements of right to benefit and the condi-
tions required for payment of benefits in such man-
ner that such persons will receive benefits in reason-
able proportion to the length of time worked in
such occupation or industry. No industry, occu-
pation or employment, or branch thereof, shall be
deemed seasonal until the commission has made
such a determination.
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Section 27. Part-Time Employment. An em-
ployee who, for reasons personal to himself, is
unable or unwilling to work the usual full time,
and who customarily works less than the full time
prevailing in his place of employment and in the
type of employment in which he is engaged, shall
register as a part-time worker in such manner as
the commission shall prescribe. The time which
such employee normally works in any calendar
week shall be deemed his week of full-time em-

ployment, and the wages which he earns in such
week shall be deemed his full-time weekly wages.
The commissioner shall fix the proportionate num-
ber of days of employment required to qualify
for benefits in place of the provisions contained in
paragraph (a) of section seventeen, and propor-
tionate maximum and minimum benefits in place
of the maximum and minimum amounts provided
in paragraph (a) of section twenty.
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Section 28. Casual Employment. An employer
desirous of employing additional employees for
short-time wT ork only, and without liability for pre-
miums and benefits for such employees, may secure
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691 permission from the commission for such employ-

-692 ment, which shall thereupon be deemed casual em-

-693 ployment and exempted from the provisions of this
694 chapter. The commission shall make and publish
695 rales governing the exemption of such casual em-

-696 ployment, and shall make and publish rules distin-
-697 guishing it from part-time employment. But no

698 such casual employment shall be exempted from the
699 provisions of this act by virtue of this section, unless
700 express permission shall have been granted by the
701 commission, nor in any case if the employment shall
702 continue for a period of more than four weeks.
703 Section 29. Waiver of Rights Void. No agreement
704 by an employee to waive his right to benefit or any
705 other right under this act shall be valid. No agree-
-706 ment by an employee or by employees to pay all or
707 any portion of the contributions required under this
708 chapter from employers shall be valid. No employer
709 shall make or permit or require any deduction from
710 wages or salary of an employee to finance in whole
711 or in part the contributions required of him, or
712 require any waiver by an employee of any right
713 hereunder. The commission shall have power to
714 take any steps necessary or suitable to correct and
715 prosecute any violations of this section.
716 Section 30. No Assignment of Benefits. Benefits
717 which are due or which may become due under this
718 chapter shall not be assigned, pledged, encumbered,
719 released, commuted or trusteed before payment; and
720 when awarded, adjudged or paid shall be exempt
721 from all claims of creditors, and from levy, execu-
-722 tion and attachment or other remedy now or here-
-723 after provided for recovery or collection of debt,
724 which exemption may not be waived.
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725 Section 31. Limitation of Fees, (a) No fee shall
726 be charged in any proceeding under this chapter by
727 the commission or its agents or representatives.
728 (5) In any proceeding under this chapter a party
729 may be represented by an agent, but no fees for
730 services rendered by such agent shall be allowable or
731 payable unless the amount has been approved by
732 the commission. Any person, firm, association or
733 corporation who shall exact or receive any remunera-
-734 tion or gratuity for any services rendered on behalf
735 of a claimant, except as allowed by this section, or
736 who shall solicit the business of appearing on behalf
737 of a claimant, or who shall make it a business to
738 solicit employment for another in connection with
739 any claim for benefits under this chapter, shall be
740 punished by a fine of not more than one hundred
741 dollars or by imprisonment in the house of correc-
-742 tion for not more than six months, or by both such
743 fine and imprisonment.

744

745 Section 32. Filing. Benefit claims shall be filed
746 at the public employment office at which the
747 employee has registered as unemployed, pursuant
748 to general commission rules. Such claims shall be
749 filed in such form, at such time and in such manner
750 as the commission shall, by general rules, prescribe.
751 Notice of the claim so filed shall be given to the
752 employee’s last employer. Every employee making
753 a claim shall certify under the penalties of perjury
754 that he has not received wages or compensation for
755 any employment, whether subject to this chapter,

756 or not, otherwise than as specified in his claim.
757 Any failure accurately to state such amounts so

SETTLEMENTS OF CLAIMS AND DISPUTES.
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758 received shall disqualify the employee making such
759 inaccurate statement from receiving any benefits
760 for one calendar year from the time of such state-
-761 ment. The commission shall have the right to
762 cancel such penalty wholly or in part as it deems
763 proper and equitable if, after hearing the employee,
764 and such other investigation as it deems desirable,
765 it determines that any such misstatement was not
766 intentional and was made under such circumstances
767 that it believes the penalty should be lessened.
768 Failure to make a claim within the time fixed by
769 the commission shall not bar proceedings under
770 this chapter if it is found that such failure was
771 occasioned by mistake or other reasonable cause,
772 or if it is found that the employer or other inter-
-773 ested parties were not prejudiced by the delay.
774 Section S3. Procedure. The commission shall
775 make rules governing the manner in which claims
776 shall be presented, the reports thereon required
777 from the employee and from employers, and the
778 conduct of hearings and appeals. Such rules shall
779 be designed to ascertain the substantial rights of
780 the parties involved, without regard to common
781 law or statutory rules of evidence and other tech-
-782 nical rules of procedure. A full and complete

183 record shall be kept of all proceedings in connection
784 with a disputed claim.
785 Section 3Jh Initial Determination. The local em-
-786 ployment office official designated by the commis-
'B7 sion shall promptly determine, in accordance with
'BB the rules and procedure established by the com-
'B9 mission, and after making such inquiries and inves-
'9o tigation as he deems necessary, whether or not the
'9l claim is valid and the amount of the benefits pay-
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able thereunder, and shall promptly give notice of
such decision to the employee, his most recent
employer and such other parties as the commission
may deem interested. In accordance with the
rules of the commission benefits shall be paid or
denied accordingly, unless a hearing is requested
by a party affected within seven days after such
notification. After affording all parties interested
reasonable opportunity to be heard, said official
shall render a decision as promptly thereafter as
possible and shall notify the parties affected, and
shall file with the commission a statement of his
findings and other matters pertinent to the ques-
tions arising before him, in accordance with the
rules of the commission. ■
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Section 35. Appeals. Any party affected by such
decision of the local employment office official may
file an appeal in such manner and within such time
as the commission may designate, with such appeal
tribunal as the commission may establish for this
purpose. The parties interested shall be duly noti-
fied of the decision on appeal, and this decision shall
be deemed final by the commission except in cases
where the commission acts on its own motion, or,
pursuant to the rules of the commission, permits a
proper party or proper parties to initiate further
appeal or review.
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Where no appeal is filed within the designated
time, the decision of the local employment office
official shall be deemed final on all questions of
fact and of law, and the commission shall proceed
to pay the benefit found payable.
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Section 36. Commission Review. The commission

shall have the power to remove or transfer the pro-
824
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826 ceedings on any claim pending before a designated
827 official or appeal board: and may, on its own mo-

-828 tion, within ten days after the date of any decision
829 by such official or appeal board, affirm, reverse,
830 change, modify, or set aside any such decision on

831 the basis of the evidence previously submitted in
832 such case, or upon the taking of additional testimony.
833 Section 37. Appeal to Courts. Any party ag-

-834 grieved by any decision of fact or of law in proceed-
-835 ings under the provisions of this chapter, in which
836 the value in controversy exceeds one hundred dol-
-837 lars, may after exhaustion of other appellate reme-

-838 dies provided herein, appeal to the district court
839 for the section in which the employee lives or was
840 employed, whereupon said court shall render judg-
-841 ment in accordance therewith and notify the parties.
842 There shall be no appeal therefrom on these ques-
-843 tions of fact.
844 The commission may of its own motion transfer
845 to the supreme court any question or questions of
846 law arising in the administration of this chapter.
847 Such judicial review shall be barred unless the other
848 remedies herein provided have been exhausted. The
849 appeal board shall be represented in court by the
850 attorney general without additional compensation.
851 Such appeals and the questions so certified shall
852 have precedence over all other civil cases in such
853 court, except cases arising under the workmen’s
854 compensation law. On final determination of an
855 appeal, the appeal board shall enter an order in
856 accordance with such determination.
857 Section 38. Oaths and Witnesses. In the dis-
-858 charge of the duties prescribed by this section, any
859 designated official, member of an appeal board, com-
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missioner, or duly authorized representative of the
commission shall have power to administer oaths,
take depositions, certify to official acts, and by
subpoena compel the attendance of witnesses and
the production of books, papers, documents and
records, necessary or convenient to be used in con-
nection with any disputed claim. Witnesses sum-
moned shall be paid the same fees as witnesses
summoned to appear before the district court.
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Section 39. Testimonial Privilege. No person
shall be excused from testifying or from producing
any book or paper in any investigation or inquiry
by or upon any hearing before the commission, when
ordered to do so by the commission, upon the ground
that the testimony or evidence, book, record or
document required of him may tend to incriminate
him or subject him to a penalty or forfeiture; but
no person shall be prosecuted, punished or sub-
jected to any penalty or forfeiture for or on account
of any act, transaction, matter or thing concerning
which under oath, after claiming his privilege, he
shall by order have testified or produced documen-
tary evidence.
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883 ADMINISTRATION.

Section 40- Department of Labor and Industries.
There shall be created in the department of labor
and industries, but not subject to its direction, a

new commission, to be known as the Unemploy-
ment Compensation Commission. This chapter
shall be administered by the unemployment com-
pensation commission.
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Section 41. Unemployment Compensation Com-
mission. (a) There is hereby created an unemploy-
ment compensation commission, to be composed of

891
592

893
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i

three members appointed by the governor, with the
advice and consent of the executive council. One of
the appointees to the commission shall be a person
who, on account of his previous vocation, employment,
occupation or affiliation, can be classed as an “em-
ployer;” one of the appointees to the commission shall
be a person who, on account of his previous vocation,
employment, occupation or affiliation, can be classed
as an “employee;” one of the appointees shall be a
person who shall represent the public and shall act as
chairman of the commission. Not more than two of
the members of the commission shall belong to or be
members of the same political party; and no commis-
sioner shall serve on any committee of any political
party. One of the members shall be appointed for a
term of two years; one member for a term of four
years; and one member for a term of six years; and
thereafter as their terms expire the governor, with
the advice and consent of the executive council,
shall appoint one member for the term of six years.
Vacancies shall be filled by appointment by the
governor, with the advice and consent of the execu-
tive council for the term of six years.

894
895
896
897
898
899
900
901
902
903
904
905
906
907
908
909
910
911
912
913
914
915
916
917 (6) The chairman of the commission shall be paid

an annual salary of six thousand five hundred dollars,
payable in the same manner as the salaries of other
officers of the commonwealth are paid. The mem-
bers of the commission, other than the chairman
thereof, shall be paid for his services on such com-
mission at an annual salary of six thousand dollars.
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923
924 (c) A majority of the commission shall constitute

a quorum to transact business. No vacancy shall
impair the rights of the remaining members of the
commission to exercise all of the powers of the com-
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927
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mission, so long as a majority remain. The commis-
sion shall determine its own method of procedure.
Any investigation, inquiry or hearing which the
commission is authorized to hold or undertake may
be held or undertaken by or before any one member
of the commission, or by or before one of its author-
ized representatives or deputies, and every order
made by a member thereof, or by or before one of its
authorized representatives or deputies, when ap-
proved and confirmed by a majority of the commis-
sion, and so shown on its record of proceedings, shall
be deemed to be the order of the commission.
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(d) The commission shall have a secretary, who
shall be appointed by the commission with the ap-
proval of the governor and council. The selection
of this secretary shall not be subject to civil service
regulations.

940
941
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943
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Section I+2. Duties and Powers of the Commission.
(a) It shall be the duty of the commission to admin-
ister this chapter, and it shall have power and author-
ity to adopt and enforce all such reasonable rules,
regulations and orders as may be necessary or suitable
for the administration and enforcement hereof. The
commission may make any expenditures, require any
reports and take any other action necessary and
suitable to carry out the provisions of this chapter.
Annually, by the first of December, the commission
shall submit to the governor and general court a
summary report covering the administration and
operation of this chapter during the preceding year,
together with such recommendations as it deems
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Section J+3. Personnel. Subject to appropriation
the commission is authorized to appoint all the

960
961



HOUSE —No. 2225.1935.] 41

962 necessary officers, accountants, clerks, secretaries,
963 agents, investigators, auditors and other persons
964 necessary for the proper administration of this
965 chapter. They shall be selected and appointed on a

966 non-partisan merit basis under rules and regulation
967 of the commission also subject to the civil service
968 regulations. The commission shall not employ or

969 pay any person who is serving as an officer or com-

970 mittee member of any political party. The corn-

971 mission shall fix the duties and powers of all persons
972 thus employed, and may authorize any such person
973 to perform any of the functions of a commissioner
974 under this chapter. The commission may, in its
975 discretion, bond any person handling moneys or
976 signing checks hereunder.
977 Section 44- General Rules of the Commission.
978 Such rules and regulations, as are necessary or con-
979 venient for the proper administration of this chapter,
980 and as are adopted by the commission and approved
981 by the governor and council, shall be duly recorded
982 in its minutes and shall be filed with the secretary of
983 the commonwealth, and shall thereupon have the
984 force and effect of law. Such rules may be amended,
985 altered or repealed in the same manner as herein
986 provided for their adoption
987 Section 45. Publication. The commission shall
988 cause to be printed in proper form for distribution to
989 the public the full text of this chapter, its general
990 rules, its annual report to the governor, its regula-
991 tions, classifications, rates and rules of procedure,
992 and any other material it deems relevant and suit-
993 able, and shall furnish the same to any person upon
994 request. Unless the contrary is provided hereunder,
995 or by the rules or regulations of the commission, such
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printing and availability on application shall be
deemed a sufficient publication of the same.

996
997

Section I+6. Records and Reports, (a) Every em-
ployer, whether subject to this act or not, shall keep
true and accurate records of all persons employed by
him showing the weekly hours worked for him by
each, and the weekly wages paid by him to each,
the number of persons laid off, the reason for the
lay-off and the duration of the lay-off. Such records
shall be open to inspection by the commission or its
authorized representatives at any reasonable time.
The commission may require from any employer
such reports on the wages, hours, employment, un-
employment and related matters concerning his
employees as the commission deems necessary to
the effective administration of this chapter.
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(6) Information secured from employers or em-
ployees pursuant to this chapter shall be confidential
and for the exclusive use and information of the
commission in the discharge of its duties hereunder,
and shall not be open to the public nor be used in
any court in any action or proceeding pending
therein unless the commission or the commonwealth
is a party to such action or proceeding. Any officer
or employee of the commission or of the common-
wealth who, without authority of the commission or
pursuant to its regulations, or as otherwise required
by law, shall disclose the same, shall be punished by
a fine of not more than one hundred dollars or by
imprisonment for not more than six months, or by
both such fine and imprisonment. Nothing herein,
however, shall operate to prevent the commission
from making, upon request, full and complete reports
to the federal social insurance board relating to the
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1030 effect and administration of this article, on forms
to be prescribed by the board, and from making1031

1032 available, upon request, to any agency of the United
1033 States charged with the administration of public
1034 works or other assistance through public employ-

1035 ment, the names, addresses and ordinary occupation
1036 of each recipient of unemployment benefits and the
1037 date when such recipient received the last regular
1038 payment of benefits to which he -was entitled under
1039 this chapter; nor shall the commission be prevented
1040 from conducting any investigations it deems relevant
1041 in connection herewith, and it may publish in statis-
1042 tical form the results thereof without disclosing the
1043 identity of the ones involved.
1044 Section 47- Duties of Employers. Every em-
1045 ployer, furnishing employment subject to this chap-
1046 ter, shall fully and correctly furnish the commission
1047 upon request all information required by it to carry
1048 out the purposes and provisions of this chapter.
1049 The commission may require that the information
1050 sought be verified under oath administered by the
1051 commission, or any member thereof, or any person
1052 employed by it for that purpose.
1053 Section 48. Duties of Employees. Every em-
1054 ployee, whether totally or partially unemployed, in
1055 order to qualify for benefits under this act, must
1056 give notice of his unemployment by registering at a
1057 public employment office maintained by the corn-
1058 mission, or in such other manner and within such
1059 time as the rules and regulations of the commission
1060 may prescribe. Thereafter he shall give notice of
1061 the continuance of his unemployment as frequently
1062 and in such manner as the commission may prescribe.
1063 Section 49. Employment Offices. The already
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existing division of public employment offices in
the department of labor and industries is hereby
transferred to the jurisdiction of the unemployment
compensation commission to become a division under
that commission. This division shall be affiliated
with the United States employment service through
an acceptance of the Wagner-Peyser Act. 1 All the
duties and powers conferred by law on any other
department or division relating to the establishment,
maintenance and operation of free public employ-
ment offices shall be vested in the unemployment
compensation commission. All moneys thereafter
made available by or received by the common-
wealth for the public employment service shall be
paid to and expended from the unemployment ad-
ministration fund, and a special employment service
account shall be maintained for this purpose as a
part of the said fund. The transfer of the division
of public employment offices shall be done without
disturbing any part, section or branch thereof un-
less it necessarily conflicts with this chapter. But
nothing in this chapter shall prevent the commis-
sion from enlarging or developing the said divi-
sion.
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The commission shall divide the commonwealth
into employment districts, and may establish and
maintain such additional free public employment
offices as it may find necessary to provide at least
one such office within the limits of each such em-
ployment district. Subject to appropriation it may
further establish such branch or local office within
each district as it may find necessary or convenient
for the proper administration of this chapter. Each
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48 Stat. 113, United States Code, Title 29, Section 49
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1097 district office shall be in charge of a district superin-
-1098 tendent. Each local office shall be in charge of a

1099 local manager. These local and district offices shall
1100 be available for the payment of benefits, presenta-
-1101 tion of claims, registration of the unemployed,
1102 placement of the unemployed in available employ-
-1103 ment, and for the proper administration of this

1105 Section 50. Advisory Committees, (a) There is
1106 hereby created a state advisory council of nine mem-

1107 bers to be appointed by the governor with the advice
1108 and consent of the executive council. Three of the
1109 appointees shall be persons who, because of their
1110 previous vocations, employments or affiliations, can
1111 be classed as “employers;” three appointees shall
1112 be persons who, because of their previous vocations,
1113 employments or affiliations, can be classed as “em-
1114 ployees;” and three appointees shall be persons
1115 representative of the public. One “employer” ap-
1116 pointee, one “employee” appointee and one “public”
1117 appointee shall be chosen for a term of two years;
1118 one “employer” appointee, one “employee” ap-
1119 pointee and one “public” appointee shall be chosen
1120 for a term of four years; and one “employer”
1121 appointee, one “employee” appointee, and one
1122 “public” appointee shall be chosen for a term of six
1123 years; and thereafter as their terms expire the gover-
1124 nor, with the advice and consent of the executive
1125 council, shall appoint or reappoint members for a term
1126 of six years. Not more than five members of the
1127 state advisory council shall be members of the same
1128 political party. Vacancies shall be filled by appoint-
1129 ment by the governor, with the advice and consent
1130 of the executive council, for the unexpired term. The
1131 members of the state advisory council shall serve

1104 chapter.



HOUSE —No. 2225. [June46

1132 without salary, but shall be allowed actual and neces-
1133 sary traveling and other incidental expenses. This
1134 council shall perform all the duties imposed on it by
1135 this chapter, and in addition it shall consider and ad-
1136 vise the commission upon all matters, connected with
1137 this chapter submitted to it by the commission and
1138 may recommend upon its own initiative such changes
1139 in the administration of this chapter as it deems
1140 necessary. It shall have full investigatory powers,
1141 and shall have direct access to all sources of informa-
1142 tion. It shall promote as far as possible the regu-
1143 larization of employment within the commonwealth.
1144 It shall so aid in the formation of policies related to
1145 the administration of this chapter as to insure a
1146 fair, impartial and neutral administration hereof,
1147 free from political influences.
1148 Section 51. State-Federal Co-operation. The corn-
1149 mission is hereby authorized and directed to co-
ll50 operate with the appropriate agencies and depart-
1151 ments of the federal government in matters relating
1152 to the administration of this chapter, and to corn-
1153 ply with all reasonable federal regulations governing
1154 the expenditures of sums allotted or apportioned to
1155 the commonwealth for such administration and ac-
1156 cepted by the commonwealth.

1157 UNEMPLOYMENT ADMINISTRATION ACCOUNT.

1158 Section 52. Special Fund. There is hereby cre-

-1159 ated the Unemployment Compensation Adminis-
-1160 tration Account, to consist of all moneys appro-
-1161 printed by the commonwealth for the adminis-
-1162 tration of this chapter and of all moneys received
1163 under this chapter as designated for the adminis-
-1164 tration hereof or the administration account. The
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1165 entire cost of the administration hereof, including
1166 salaries, cost of public employment offices, and
1167 other expenditures and expenses required, shall be
1168 paid subject to appropriation out of the general

1169 revenue of the state. But in no case, except for this
1170 current fiscal year, shall the administrative ex-

-1171 penses exceed ten per cent of the annual contribu-
-1172 tions of employers and employees. This special
1173 account shall be handled by the treasurer of the
1174 commonwealth as other state moneys are handled,
1175 but it shall be expended solely for the purposes
1176 herein specified, and its balances shall not lapse at
1177 any time but shall remain continuously available to
1178 the commission for expenditures herewith.
1179 Section 53. Federal Aid. All federal moneys al-
-1180 lotted or apportioned to the state by the federal
1181 social insurance board, or other agency, for the
1182 administration of this chapter shall be paid into
1183 the unemployment administration account.
1184 Section 54-. Employment Service Account. A spe-
-1185 cial “employment service account” shall be main-
-1186 tained as a part of said account, for the purpose
1187 of segregating such money as may be allotted
1188 to the commonwealth under the Wagner-Peyser
1189 Act.
1190 EXEMPTION

1191 Section 55. Employers’ Benefit Plans, (a) Any
1192 employer or group of employers may be exempted
1193 from all the contributions required hereunder, and
1194 likewise all his employees, if he or they had on or
1195 before June first, nineteen hundred and thirty-five,
1196 and still have, an unemployment compensation
1197 plan with provisions substantially equivalent to
1198 those hereunder. Any employer seeking such ex-
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1199 eruption shall submit his plan to the commission
1200 for approval.
1201 MISCELLANEOUS.

1202 Section 56. Tax Exemptions. Contributions
1203 made by employers to the unemployment corn-
-1204 pensation fund in accordance with the provisions
1205 of this chapter shall be considered ordinary and
1206 necessary expenses of the business of the employer,
1207 and deductible from gross income from professions,
1208 employments, trade or business returnable for tax-
-1209 ation under chapter sixty-two, or from corporate
1210 income under chapter sixty-three. Contributions
1211 made by employees shall be deductible from gross
1212 income from wages or salaries returnable for
1213 taxation under chapter sixty-two.
1214 Section 57. Penalties. Whoever wilfully makes
1215 a false statement or representation to obtain or
1216 increase any benefit or other payment under this
1217 chapter, either for himself or for any other person,
1218 shall, upon conviction, be punished by a fine of not
1219 less than twenty-five nor more than one hundred
1220 dollars, or by imprisonment in the house of correc-
-1221 tion for not more than thirty days, or by both such
1222 fine and imprisonment. Each such false statement
1223 or representation shall constitute a separate and
1224 distinct offence.
1225 Any employer or agent of an employer who wil-
-1226 fully makes a false statement or representation to
1227 avoid or reduce any contribution or benefit payment
1228 required of such employer under this chapter, or who
1229 wilfully fails or refuses to pay any such benefit or
1230 contribution, or to furnish any reports, audits or
1231 information duly required by the commission under
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1232 this chapter, or makes or requires any deduction
1233 from wages to pay any portion of the contributions
1234 required from employers under this chapter, or who
1235 attempts by threats or coercion of any kind to induce
1236 any employee to waive any rights under this chapter,
1237 shall, upon conviction, be punished by a fine of not
1238 less than one hundred nor more than five hundred
1239 dollars, or by imprisonment in the house of correction
1240 for not more than ninety days, or by both such fine
1241 and imprisonment; and each such false statement or
1242 representation, and each day of such failure and
1243 neglect, and each such deduction from wages, and
1244 each such attempt to coerce shall constitute a sepa-
-1245 rate and distinct offence. If the employer in question
1246 or the employer of the agent in question is a corpora-
-1247 tion, the president, the secretary and the treasurer,
1248 or officers exercising corresponding functions, shall
1249 each be subject to the aforesaid penalties.
1250 The commission or its authorized representative
1251 may make complaint against any person for a viola-
-1252 tion of any provision of this chapter within three
1253 years after the date thereof. Penalties imposed by
1254 this chapter may be collected by an action of con-
-1255 tract brought in the name of the commission, and all
1256 fines thus collected shall be paid to the state treasurer
1257 and credited to the administration account.
1258 Section 58. Short Title. This chapter shall be
1259 known as and may be cited as the Unemployment
1260 Compensation Act.
1261 Section 59. Separability. If any part, section or
1262 subdivision of this chapter, or the application thereof,
1263 shall be held invalid, unconstitutional or inoperative
1264 as to any particular person, persons or conditions, the
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1265 remainder of this chapter, or the application of any
1266 such part, section or subdivision to other persons and
1267 conditions, shall not be affected thereby.
1268 Section 60. Saving clause, (a) The legislature
1269 reserves the right to amend, alter or repeal any pro-
1270 vision of this chapter, and no person shall be or be
1271 deemed to be vested with any property or other right
1272 by virtue of the enactment of this chapter.
1273 (5) If any federal law imposing a pay-roll tax for
1274 unemployment compensation shall impose a tax or
1275 require contributions from employers or employees
1276 not heretofore covered by this chapter, or if the tax
1277 imposed or the contribution required by such law
1278 shall be in excess of that heretofore set forth, then
1279 such employers and employees shall be included
1280 within the terms of this chapter, and the amount of
1281 contributions required by this chapter shall not be
1282 less than that required by such federal law, to the end
1283 that this commonwealth shall receive the maximum
1284 benefit thereunder.
1285 Section 61. Effective Date. This chapter shall
1286 take effect upon its passage; provided, however, that
1287 no appointments shall be made hereunder, nor shall
1288 the provisions relating to contributions and the pay-
1289 ment of benefits become operative until the effective
1290 date of a federal law imposing a tax for unemploy-
1291 ment compensation or the administration thereof,
1292 or until such time as the governor of this common-
-1293 wealth officially" declares that eleven of the following
1294 states (Alabama, Connecticut, Delaware, Georgia,
1295 Illinois, Indiana, lowa, Maine, Maryland, Michigan,
1296 Minnesota, Missouri, New Hampshire, New Jersey,
1297 New York, North Carolina, Ohio, Rhode Island,
1298 South Carolina, Tennessee, Vermont) have in opera-
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tion unemployment compensation laws which impose
burdens on employers substantially similar to those
imposed by this chapter. But in the event that such
federal law, after its passage, is declared unconstitu-
tional, the operation of this chapter shall cease, and
the provisions hereof shall not again become effective
until such time as the governor of this commonwealth
officially declares that eleven of those named states
have in operation unemployment compensation laws
which impose burdens on employers substantially
similar to those imposed by this chapter.
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The difficulties of preparing an unemployment compen-
sation bill for the State of Massachusetts, prior to the
passage by Congress in its final form of the Economic
Security Bill, are many and varied. Since the state bill
must be closely related to the federal bill, its final form
will be governed by the terms and conditions set forth in
the act as passed by Congress.

The question of unemployment compensation has been
studied in Massachusetts for several years, particularly
through the Special Commission on Stabilization of Em-
ployment, appointed in 1931 by Governor Ely. Several
bills of several types have been before the Legislature
during this period, and the present Commission in pre-
vious majority and minority reports recommended in one
case an unemployment insurance bill and in the case of
the minority report an unemployment reserve bill.

Re-study of the whole matter in the last few months
leads me to repeat the principles embodied in my minority
report of November 30, 1934, namely, that the first
practical step to safeguard Massachusetts employees
against unemployment is to set up a compulsory system
of unemployment reserves.

Since this report was published we have seen, in the
decision of the United States Supreme Court in the case of
the Railroad Retirement Board v. the Alton Railroad
Company, a clear indication that the insurance principle
as applied to unemployment compensation is unconstitu-
tional. The Court said in this decision:

MINORITY REPORT

We conclude that the provisions of the act which disregard private
and separate ownership of the several respondents [i.e., the railroads]
treat them all as a single employer, and pool their assets regardless of
their individual obligations, and the varying conditions found in their
respective enterprises cannot be justified as consistent with due
process.
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The decision pointed out that the underlying theory
of the Railroad Pension Act was that all the railroads
should be treated as if they were a single employer. This,
the Court said in effect, meant, in the last analysis, taking
property from some wT ho could afford it to pay the obliga-
tions of others who could not. The decision pointed out
that some of the railroads are solvent and that some are
not.

The Court made a clear distinction between pooling of
this type and pooling under some of the workmen’s com-
pensation laws. In the workmen’s compensation pooling
there is a different situation, because accounts are kept
with each industry and payments are made according to
fixed rules and in accordance with the hazards of the
industry.

The bearing of all this on the unemployment insur-
ance and reserve situation is obvious. The reserves idea
is strengthened and the insurance idea is weakened as a
result of this decision.

There can be no question as to the constitutionality
of unemployment reserves, because the reserve is accumu-
lated by contributions from the employer in accordance
with the pay-roll tax, and is held by the State for the
benefit of no other employees than those of one particular
employer.

In order, therefore, to avoid the danger of proposing
a bill which might be considered unconstitutional, and,
at the same time, to propose a practical piece of legis-
lation which can easily be fitted into the structure created
by the Federal Economic Security Bill, I am offering as
my contribution a draft of an unemployment reserve
bill prepared for consideration by the States by the
President’s Committee on Economic Security. The
draft now offered has been amended in some few items,
particularly in the elimination of all pooling devices
whereby contributions from employers are mingled in
a manner which might be considered taking property
without due process of law.

The draft here offered is offered not as a final and
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perfect thing but as a working model for consideration
by the General Court and its committees in framing
legislation suitable to conditions in Massachusetts on a
basis which the undersigned believes will be most prac-
tical of operation and fairest of all proposals, both to
employer and employee.

The draft offered calls for contribution to the reserve
fund from employers alone. The main reasons for this
are —-

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
business control employment conditions.

2. They can plan and accomplish measures regulariz-
ing employment, and hence in some degree prevent un-
employment 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 pub-
lic; employees cannot do so, so that the employee as a
consumer will pay his share of the employer’s contri-
bution.

Because the bill accompanying this report is based,
in the first instance, on the draftsmanship of the experts
employed by the President’s Committee on Economic
Security; because it avoids the pitfalls indicated by the
Supreme Court decision in the Railroad Pension case;
and because, lastly, it is based on sound economic
principles, subscribed to by thoughtful students, both
among employers and among labor, namely, that unem-
ployment should be a first cost on industry and an in-
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centive should be given the employer to reduce unem-
ployment, I believe that this measure both should and
will meet the needs of the present and of the future.

WM, LEAVITT STODDARD.
Boston, June 4, 1935,
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Topical Outline.
Section 1. Short Title.
Section 2. Definitions. (1) Benefit; (2) Commission; (3) Contribu-

tions; (4) Eligibility; (5) Employee; (6) Employer; (7) Employer’s
reserve account; (8) Employment; (9) Employment office; (10)
Full-time weekly wage; (a) Hourly rate of earnings; (b) Full-time
weekly hours; (11) Fund; (12) Partial unemployment; (13)'Pay
roll; (14) Total unemployment; (15) Unemployment administration
fund; (16) Wages; (17) Waiting-period-unit; (18) Week; (19) Week
of employment.

Section 3. Unemployment Compensation Fund. (1) Fund; (2) With-
drawals; (3) Treasurer; (4) Deposit; (5) Employer accounts.

Section 4. Contributions. (1) Payment; (2) Standard rate of contribu-
tions; (3) 1936 and 1937 contribution rates 1

; (4) Future total rates,
based on benefit experience.

Section 5. Benefits. (1) Payment of benefits; (2) Weekly benefits for
total unemployment; (3) Weekly benefits for partial unemployment,
(4) One-to-four ratio of benefits to employment; (5) Maximum weeks
of benefit in any year; (6) Lump sum benefit option; (7) Additional
benefits (one-to-twenty ratio).

Section 6. Benefit Eligibility Conditions. (1) Required probationary
period; (2) Availability and registration for work; (3) Waiting

period; 2 (4) During trade disputes; (5) Voluntary leaving; (6) Dis-
charge for misconduct;2 (7) Refusal of suitable employment, (8) Em-
ployees barred from benefits by wage disqualification1.

Section 7. Settlement of Benefit Claims. (1) Filing; (2) Initial deter-
mination; (3) Appeals; (4) Appeal tribunals; (5) Procedure; (6)

Commission review; (7) Appeal to courts; (8) Oaths and witnesses.
Section 8. Court Remew. (Not drafted because of differences in state

courts, etc.)
Section 9. Unemployment Compensation Commission. (1) Organization;

(2) Salaries; (3) Quorum.
Section 10. Administration. (1) Duties and powers of commission;

(2) General commission rules; (3) Publication; (4) Personnel; (5) Ad-

visory councils; (6) Employment stabilization; (7) Records and
reports; (8) Representation in court; (9) State-federal co-operation,
(10) Employment offices. .

Section 11. Acceptance of Act of Congress relating to Employment Service.
(1) Formal acceptance; (2) State employment service; (3) Financing.

Section 12. Reciprocal Benefit Arrangements with Other States.

MINORITY BILL.

Indicates a completely optional provision.
Two alternative provisions suggested.ns suggested,
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Section 13. Protection of Rights and Benefits. (1) Waiver of rights void;
(2) Limitation of fees; (3) No assignment or garnishment of benefits.

Section 14. Collection of Contributions. (1) Interest on tardy payments;
(2) Bankruptcy; (3) Court action.

Section 16. Unemployment Administration Fund. (1) Special fund;
(2) Federal aids; (3) Employment service account.

Section 17. Appropriations.
Section 18. Saving Clause.
Section 19. Separability of Provisions.
Section 20. Effective Dale.

Section 1. Short Title.
This act shall be known and may be cited as the “Unemploy-

ment Compensation Law.”

The following words and phrases, as used in this act, shall
have the following meanings, unless the context clearly requires
otherwise:

(1) Benefit means the money payable to an employee as
compensation for his wage losses due to unemployment as
provided in this act.

(2) Commission means the Unemployment Compensation
Commission established by this act, or its authorized repre-
sentative.

Note. —lf another administrative agency than that sug-
gested herein is used, the name of such agency should be ab-
breviated and defined, and when the word “Commission” ap-
pears the abbreviated name of such agency should be substituted.

(3) Contributions means the money payments to the state
Unemployment Compensation Fund pursuant to this act.

(4) Eligibility. An employee shall be deemed eligible for
benefits for any given week of his partial or total unemploy-
ment (occurring subsequent to any required waiting period)
only when he is not disqualified by any provision of this act
from receiving benefits for such week of unemployment.

(5) Employee means any person employed by an employer
subject to this act and in employment subject to this act.

(6) Employer means any person, partnership, association,
corporation, whether domestic or foreign, or the legal repre-
sentative, trustee in bankruptcy, receiver or trustee thereof,

Section 15. Penalties.

Section 2. Definitions
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or the legal representative of a deceased person, excluding this
state and any municipal corporation or other political sub-
division thereof, 1 who or whose agent or predecessor in interest
has employed at least four persons in employment subject to
this act within each of thirteen or more calendar weeks in the
year 1935 or any subsequent calendar year; provided, that such
employment in 1935 shall make an employer subject on Janu-
ary 1, 1936, and such employment in any subsequent calendar
year shall make a newly subject employer subject for all pur-
poses as of January first of the calendar year in which such
employment occurs. In determining whether an employer (of
any person in the state) employs enough persons to be an
“employer” subject hereto, and in determining for what con-
tributions he is liable hereunder, he shall, whenever he contracts
with any contractor or subcontractor for any work which is
part of his usual trade, occupation, profession or business, be
deemed to employ all persons employed by such contractor or
subcontractor on such work, and he alone shall be liable for the
contributions measured by wages paid to such persons for such
work; except as any such contractor or subcontractor, who
would in the absence of the foregoing provisions be liable to
pay said contributions, accepts exclusive liability for said con-
tributions under an agreement with such employer made pur-
suant to general commission rules. All persons thus employed
by an employer (of any person) within the state, in all of his
several places of employment maintained within the state,
shall be treated as employed by a single “employer” for the
purposes of this act; provided, moreover, that where any
person, partnership, association, corporation, whether domestic
or foreign, or the legal representative, trustee in bankruptcy,
receiver, or trustee thereof, or the legal representative of a

deceased person, either directly or through a holding company
or otherwise, has a majority control or ownership of otherwise
separate business enterprises employing persons in the state,
all such enterprises shall be treated as a single “employer” for
the purposes of this act. Any employer subject to this act
shall cease to be subject hereto only upon a written application
by him and after a finding by the commission that he has not
within any calendar week within the last completed calendar
year employed four or more persons in employment subject

hereto. Any employer (of any person within the state) not

i See note on p,
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otherwise subject to this act shall become fully subject hereto,
upon filing by such employer with the commission of his elec-
tion to become fully subject hereto for not less than two cal-
endar years, subject to written approval of such election by
the commission.

Note. The inclusion of the state and local governments as
employers is not required in the proposed federal legislation.
Congress does not have the power to tax the pay rolls of state
and local governments, and obviously could not require state
and local governments to contribute to a state unemployment
compensation act. It is suggested, however, that state and local
employees be covered, except those in the employments ex-
empted in paragraphs (a) to (d ) of the “employment” definition
below.

(7) Employer’s reserve account means a separate benefit re-
serve account maintained within the fund for the employer
(or group) pursuant to this act. In determining the year’s
record or status of an employer’s reserve account (as of Decem-
ber thirty-first), benefits shall be charged against it on the date
when paid, and the employer’s contributions payable for the
year shall be credited if paid no later than February first of
the succeeding year.

(8) Employment means any employment in which all or the
greater part of a person’s work (within the continental United
States) is or was customarily performed within this state, under
any contract of hire, oral or written, express or implied, whether
such person was hired and paid directly by the employer or
through any other person employed by the employer, provided
the employer had actual or constructive knowledge of such
contract. Such employment shall include the person’s entire
employment (in all states, including the District of Columbia).
In the case of all other persons employed partly in this state
and partly in other states, the term “employment” shall in-
clude the employment of such persons to the extent prescribed
by general rules adopted by the commission. Except as pro-
vided in any reciprocal benefit arrangement made pursuant to
this act, “employment” shall not include any employment
included in any unemployment compensation system estab-
lished by an act of Congress.

Nor shall the term employment apply to
(a) Employment on a governmental relief project approved

by the commission.
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(6) Employment as an elected or appointed public officer.
(c) Employment by a governmental unit on an annual salary

basis.
0d) Employment as a teacher in a public school, college or

university.
Note. The last sentence and exemptions (a) to (d) should

be omitted if state and local governments are excluded from
the “employer” definition (6) above.

(9) Employment office means that free public employment
office (operated by the state) or branch thereof nearest to the
employee’s place of residence or employment, unless otherwise
prescribed by the commission.

(10) An employee’s full-time weekly wage means the weekly
earnings such employee would average from his employment
(by the employer in question) if employed at the “hourly rate
of earnings” and for the “full-time weekly hours” applicable
to such employee. (Where an employee had or has concur-
rent employments, they shall be combined in determining his
full-time weekly wage for benefit purposes, pursuant to general
commission rules.)

(a) The applicable hourly rate of earnings shall be deter-
mined by averaging the employee’s actual earnings for at least
one hundred hours of employment by the employer, so far as
practicable, pursuant to general commission rules.

( h ) An employee’s full-time weekly hours shall mean the
standard maximum weekly hours which can lawfully be worked
by the employee (in the employment in question) under the
applicable federal code of fair competition or under any appli-
cable state code or law specifying lower maximum weekly
hours. Where there is no code or law applicable, the em-
ployee’s full-time weekly hours shall be determined as follows:
There shall be classified together all those employees usually
employed by the employer, both at reasonably similar work
and for substantially the same weekly hours. There shall be
determined the number of weekly hours prevailingly worked
by the given class of employees for each separate week of the
preceding calendar year. There shall then be averaged such
prevailing weekly hours of all weeks in which such hours were
thirty or more. The resulting average shall constitute the
full-time weekly hours applicable to each employee of the
given class for benefit purposes throughout the current calendar
year. Where the commission finds that the above method
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cannot reasonably and fairly be applied, it may by general rule
or special order prescribe an equitable alternative method for
determining a full-time standard of not less than thirty weekly
hours for benefit purposes. In the case of any employee who
is found by the commission, at the time he becomes eligible for
benefits, to be unable by reason of physical disability or by
reason of continuing personal obligations (other than employ-
ment) to work half the full-time weekly hours which prevail
in such establishment for full-time employees, the commission
shall determine his full-time weekly hours for benefit pur-
poses by averaging his weekly hours for all weeks (in at least
the past three months) in which he worked.

(11) Fund means the Unemployment Compensation Fund
established by this act, to which all contributions and from
which all benefits required under this act shall be paid.

(12) Partial unemployment. An employee shall be deemed
'partially unemployed in any calendar week of partial work if
he fails to earn in wages (and/or any other pay for personal
services, including net earnings from self-employment) for
such week at least one dollar more than the amount of weekly
benefits for total unemployment he might receive if totally
unemployed and eligible.

(13) Pay roll means the total amount of all wages payable
by the employer to his employees, commencing with wages
payable for employment occurring after the employer becomes
newly subject to this act.

(14) Total unemployment. An employee shall be deemed
totally unemployed in any calendar week in which he performs
no wage-earning services whatsoever, and for which he earns
no wages (and no other pay for personal services, including
net earnings from self-employment), and in which he cannot
reasonably return to any self-employment in which he has
customarily been engaged.

(15) Unemployment administration fund means the Unem-
ployment Compensation Administration Fund established by
this act.

(16) Wages means every form of remuneration for employ-
ment received by a person from his employer, whether paid
directly or indirectly by the employer, including salaries, com-
missions, bonuses and the reasonable money value of board,
rent, housing, lodging, payments in kind, and similar ad-
vantages.



[JuneHOUSE —No. 2225.62

(17) Waiting-period-unit means a period (for which no
benefits are payable but during which the employee is in all
other respects eligible) consisting of either one week of total
unemployment or two weeks of partial unemployment, required
as a condition precedent to the receipt of benefits for subse-
quent unemployment, as prescribed in this act.

(18) Week means calendar week.
(19) Week of employment means each calendar week (occur-

ring at least one year after contributions first become generally
due under this act from employers then subject hereto, and
occurring after the probationary period per different employer
required hereunder) within which the person in question per-
formed any employment subject to this act for any employer
subject to this act; provided, however, that any week (oc-
curring within the customary school vacation periods) in which
an employer employed an employee who attended a school,
college or university in the last preceding school term shall
not be counted as a “week of employment” in determining
the benefit rights of such employee under this act. In the
case of an employee working for several employers in the
same week, the apportionment for benefit purposes of such
“week of employment” to one or more of such employers
shall be determined pursuant to general commission rules.

Section 3. Unemployment Compensation Fund.
(1) Fund. There is hereby created the Unemployment Com-

pensation Fund, to be administered by the commission with-
out liability on the part of the state beyond the amounts paid
into and earned by the fund. This fund shall consist of all
contributions and money paid into and received by the fund
as provided by this act, of property and securities acquired by
and through the use of moneys belonging to the fund, and of
interest earned upon the moneys belonging to the fund.

(2) Withdrawals. The fund shall be administered in trust
and used solely to pay benefits, upon vouchers drawn on the
fund by the commission pursuant to general commission rules,
and no other disbursement shall be made therefrom. Such
rules shall be governed by and consistent with any applicable
constitutional requirements, but the procedure prescribed by
such rules shall be deemed to satisfy (and shall be in lieu of)
any and all statutory requirements (for specific appropriation
or other formal release by state officers of state moneys prior
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to their expenditure) which might otherwise be applicable to
withdrawals from the fund.

Note. The first sentence of the above subsection is necessary to
conform to the requirement of the federal bill, that the fund be
used exclusively for the payment of benefits. Administrative
expenses will have to be paid from federal allotments for this
purpose, or from other sources. Attention is called to the fact
that the number of benefit payments to be made from the state
fund will be extremely large in most states, though the amount
of the individual payments will be small. It is therefore ad-
visable to utilize a method of withdrawals from the fund which
will involve a minimum of administrative expense, consistent
with adequate protection of the fund. In some states the cus-
tomary procedure for the payment from public funds would be
unnecessarily expensive.

(3) Treasurer. The commission shall designate a treasurer
of the fund, who shall pay all vouchers duly drawn upon the
fund in such manner as the commission may prescribe. He
shall have custody of all moneys belonging to the fund and
not otherwise held or deposited or invested pursuant to this
action. The treasurer shall give bond conditioned on the faith-
ful performance of his duties as treasurer of the fund, in a form
prescribed by statute or approved by the attorney general,
and in an amount specified by the commission and approved
by the governor. All premiums upon bonds required pursuant
to this section when furnished by an authorized surety company
or by a duly constituted governmental bonding fund shall
be paid from the unemployment administration fund. The
treasurer shall deposit and/or invest the fund under the super-
vision and control of the commission, subject to the provisions
of this act.

(4) Deposit. All contributions paid under this act shall
upon collection be deposited in or invested in the obligations
of the Unemployment Trust Fund of the United States govern-
ment or its authorized agent, so long as said trust fund exists,
notwithstanding any other statutory provision to the contrary.
The commission shall requisition from the Unemployment
Trust Fund necessary amounts from time to time.

Nole. The above subsection (4) is necessary to meet the re-
quirements of the federal bill. The wording of the entire section
creating the state Unemployment Compensation Fund is also
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important because of constitutional provisions concerning the
custody and management of “state funds” in several states.
Four states (California, New Mexico, Wyoming and Michigan)
require the deposit of “state funds” or “public funds” in state
or national banks. Since it is anticipated that the United States
Treasury will designate banks within the state to act as its
agent, even the constitutional provisions of these states do not
conflict with the requirements of the Federal Economic Security
Bill for the deposit of state unemployment compensation funds
with the Unemployment Trust Fund of the United States.

(5) Employer Accounts. The commission shall maintain
within the fund a separate benefit reserve account for each
employer; and shall credit to such account all amounts con-
tributed to the fund by the employer. Each employer’s re-
serve account shall, unless exhausted, pay to his eligible em-
ployees all their benefits duly chargeable under this act against
their weeks of employment by such employer. In determining
when and for how long an employer’s reserve account is ex-
hausted, the commission shall consider only the employer’s
paid and payable contributions, to the exclusion of any accrued
contributions, not yet due for payment. Any employer may
at any time make voluntary payments, additional to the con-
tributions required under this act, to his reserve account in
the fund, pursuant to general commission rules. Whenever
two or more employers file an application to merge their several
reserve accounts in a joint (group) account in the fund, as if
they constituted a single employer, the commission shall main-
tain such joint account (as if it were a single employer’s reserve
account), subject to such general rules for the conduct and
dissolution of joint accounts as it may prescribe.

(1) Payment. On and after the first day of January, 1936,
contributions shall accrue and become payable by each em-
ployer then subject to this act. Thereafter contributions shall
accrue and become payable by any new employer on and after
the date on which he becomes newly subject to this act. The
contributions required hereunder shall be paid by each em-
ployer in such manner and at such times as the commission
may prescribe.

(2) Standard Rate of Contributions. The total contributions
regularly payable by each employer shall be an amount equal

Section 4. Contributions,
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to 3 per cent of his pay roll, except as otherwise provided in
this act.

Note. The federal pay-roll tax on employers (under the
Economic Security Bill) will be 3 per cent for the year 1938 and
thereafter.

For the years 1936 and 1937, however, the tax rate (which
wall depend on a federal index of production) may be 3 per cent,
2 per cent or 1 per cent. (Of course, all provisions of the federal
bill are subject to possible change by Congress.)

Any state which desires to make its 1936 and 1937 contribution
rates correspond exactly to the tax rate clauses of the federal
security measure (as introduced) can use the following language;

(iOptional Provision.)
(3) 1936 and 1937 Contribution Rates. The total contribu-

tions payable by each employer for the calendar years 1936
and 1937 shall be determined as follows: (a) If the Federal
Reserve Board’s adjusted index of total industrial production
averages, for the year ending September 30, 1935, not more
than 84 per cent of its average for the years 1923-25, inclusive,
the commission shall certify that fact to the secretary of state,
and each employer shall contribute for the calendar year 1936
an amount equal to 1 per cent of his pay roll; (b ) if such index
averages, for such year, more than 84 per cent but less than 95
per cent of such earlier average, such fact shall be so certified,
and each employer shall contribute for the calendar year 1936
an amount equal to 2 per cent of his pay roll; (c) if such index
averages, for the year ending September 30, 1936, not more
than 84 per cent of such earlier average, such fact shall be so
certified, and each employer shall contribute for the calendar
year 1937 an amount equal to 1 per cent of his pay roll, except
that in no event shall the measure of contributions for the
calendar year 1937 be less than the measure of contributions
for the calendar year 1936; (d) if such index averages, for the
year ending September 30, 1936, more than 84 per cent but
less than 95 per cent of such earlier average, such fact shall be
so certified, and each employer shall contribute for the calendar
year 1937 an amount equal to 2 per cent of his pay roll, except
that in no event shall the measure of contributions for the
calendar year 1937 be less than the measure of contributions
for the calendar year 1936.

hole. The following provision, for contributions to be paid
by all employers to a “pooled account,” will help to assure uni-
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form benefit protection to all employees, since benefits will be
paid from this “equalization” fund to any employee after the
reserve account of his employer has been exhausted.

(4) Future Total Rates, Based on Benefit Experience. The
total contribution rate required of each employer shall (after
he has contributed for at least three years) be based directly
on the contribution and benefit experience of his reserve ac-
count in the fund, and shall be determined by the commission
for each calendar year, at its beginning, pursuant to all the
following conditions:

(a) If the benefits payable from an employer’s reserve ac-
count within any calendar year are greater than his contribu-
tions to such account for such year, his contribution rate for the
next calendar year shall be increased by 1 per cent of his pay
roll, unless his reserve account then equals at least per
cent of his pay roll for the last completed calendar year, or
shall be increased to the standard rate of contributions, which-
ever is higher.

Note. The federal measure as reported to the Senate calls
for 1\ per cent.

(b) No employer’s contribution rate shall be less than the
standard rate of contributions unless he has had benefit ex-
perience throughout the most recently completed calendar
year without the benefits payable from his reserve account
within such year being scaled down, and unless his reserve ac-
count at the start of the calendar year equals at least (five)
times the largest amount of benefits paid from such account
within any one of the (three) most recently completed calendar
years.

Note. Optional Provision. The federal measure as intro-
duced does not specify these figures. Five and three a:
gested

(c) If an employer’s reserve account at the start of the
given calendar year equals at least (15) per cent of his pay roll
for the preceding calendar year, his total contribution rate
shall be reduced to (1) per cent on his pay roll throughout the
given year.

Note. This section is required by the proposed federal act,
which specifies as minimum requirements 15 per cent and 1 per
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cent. These figures are subject to final action by Congress.
Amendments to lower them are under consideration. If adopted,
a provision along the following line would be appropriate;

(1) Payment of Benefits. After contributions have been due
under this act for two years, benefits shall become payable
from the fund to any employee who thereafter is or becomes
unemployed and eligible for benefits, based on his weeks of
employment as defined in this act, and shall be paid through
the employment office at such times and in such manner as the
commission may prescribe.

Note. The above provisions should not be altered, since
the proposed federal bill requires as a condition for the allowance
of credit against the federal pay-roll tax that payment of all
compensation must be made through the public employment
offices in the state and must commence two years after contri-
butions are first made under the state law.

(2) Weekly Benefits for Total Unemployment. An employee
totally unemployed and eligible in any week shall be paid
benefits (computed to the nearest half dollar) at the rate of 50
per cent of his full-time weekly wage, with maximum benefits
of $l5 per week, and minimum benefits of per week.

Section 5. Benefits.

Note. The maximum weekly benefit of $l5 per week indi-
cated here is open to change by the state. It is not required
by the federal bill. It is presumed that each state will desire to
fix a maximum which it deems appropriate in the particular
state. Official commissions on unemployment insurance in New
York, Ohio, California and Virginia have recommended a maxi-
mum of $l5 per week, while the New Hampshire commission
recommended $l4. The maximum in the Wisconsin law is $lO,
but the contribution rate is 2 per cent.

States may also wish to fix a minimum weekly benefit for total
unemployment. Senate Bill No. 1 of New York provides a
minimum of $5. Few of the proposed unemployment compen-
sation bills provide for any minimum.

Practically all of the special commissions which have studied
unemployment compensation in this country have recommended
that the benefit rates be set at 50 per cent of the full-time weekly
earnings. With contributions of 3 per cent, or even 4 per cent,
this is about the maximum weekly rate of benefit which can
be provided, unless the duration of benefits is shortened. It is
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generally thought advisable to fix the benefit rates at this figure,
and to adjust the duration of benefits and the waiting period to
meet the employment experience of the state.

(3) Weekly Benefits for Partial Unemployment. An employee
partially unemployed and eligible in any week shall be paid
sufficient benefits so that his week’s wages (and/or any other
pay for personal services, including net earnings from self-
employment) and his benefits combined will be one dollar
more than the weekly benefit to which he would be entitled if
totally unemployed in that week.

Note. The above subsection (3) is open to change by the
state. However, unless larger contributions than a rate of 3
per cent are required, it is suggested that partial benefits should
be limited as above provided. This provision gives only a small
advantage in total compensation to the partially employed
person over the totally unemployed person; but it must be
remembered that the person who is drawing partial benefits is
not thereby exhausting his benefit rights as rapidly as the per-
son who is drawing total benefits. While it would be desirable
to provide more liberal benefits to partially unemployed persons,
it must be recognized that the primary purpose of the fund is to
provide protection to employees who are totally unemployed.
Also it is desirable to avoid large numbers of small claims for
small amounts of partial unemployment because of the excessive
administrative costs which would be involved.

(4) One-to-Four Ratio of Benefits to Employment. The aggre-
gate amount of benefits an employee may at any time receive
shall be limited by the number of his past weeks of employ-
ment against which benefits have not yet been charged here-
under. Each employee’s benefits shall be thus charged against
his most recent weeks of employment available for this purpose.
Each employee shall receive benefits in the ratio of one quarter
week of total unemployment benefits (or an equivalent amount,
as determined by general commission rules, of benefits for
partial unemployment or for partial and total unemployment
combined) to each week of employment of such employee
occurring within the 104 weeks preceding the close of the
employee’s most recent week of employment.

Note. —■ This ratio will serve to guard the fund against ex-
cessive payment of benefits to those with only a limited amount
of previous employment to their credit. The ratio may be
lowered to one-to-three if it is desired to liberalize this provision,
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or raised to one-to-five if it is desired to make benefit require-
ments more stringent; but this would modify the actuarial basis
of this bill to some extent.

(5) Maximum Weeks of Benefit in Any Year. Benefits shall
be paid each employee for the weeks during which he is totally
or partially unemployed and eligible for benefits, based on his
past weeks of employment; but not more than (16) weeks of
total unemployment benefits (or an equivalent total amount,
as determined by commission rules, of benefits for partial un-
employment or for partial and total unemployment combined)
shall be paid any employee for his weeks of unemployment
occurring within any 52 consecutive weeks.

Note. A maximum duration of 16 weeks has been most dis-
cussed, based on estimates of what could have been provided
if an unemployment compensation system embodying the stand-
ards contained in this bill had been in operation from 1922-30
in the United States as a whole during that period. If a state has
had more unemployment than the average for the United States
it would be advisable for such state to provide for a shorter
maximum duration of benefits than 16 weeks. Each state is
advised to consult the “actuarial memorandum” accompanying
this bill, to ascertain the maximum number of weeks of benefits
it can safely provide.

(6) Lump Sum Benefit Option. In lieu of paying to an
eligible employee in weekly (or other) installments the maxi-
mum amount of benefits to which his past weeks of employ-
ment might entitle him under this act (in case he remained
continuously unemployed and eligible), the commission may
discharge the fund’s entire benefit liability to such employee,
based on his past weeks of employment, by paying him a
lump sum equalling not less than 50 per cent nor more than
80 per cent of said maximum amount of benefits. But lump
sum payments shall be thus made only in unusual cases (such
as when the employee has no prospect of securing further em-
ployment in the locality, but may secure employment else-
where). The commission shall by general rules determine on
what percentage basis and under what unusual conditions such
lump sum payments shall be made, and each such case shall
be subject to specific approval by the commission.

Note. This provision is designed to encourage workers who
have no further prospect of employment in the community {e.g.,
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because of abandonment of a factory or mine) to seek employ-
ment elsewhere, rather than to remain in the community until
their benefit rights are exhausted.

(7) Additional Benefits (One-to-Twenty Ratio). An eligible
employee who has received the maximum benefits permitted
under subsection (5) shall receive additional benefits in the
ratio of one week of total unemployment benefit (or its equi-
valent) to each unit of twenty aggregate weeks of employment
occurring within the 260 weeks preceding the close of the em-
ployee’s most recent week of employment, and against which
benefits have not already been charged under this act. Such
additional benefits shall be charged against the employee’s
most recent weeks of employment available for this purpose.

Note. The above provision is recommended because foreign
experience indicates that a large proportion of employees will
draw no benefits for a number of years. These employees will
have an especially valid claim to the additional benefits provided
here, when, because of a depression or technological change, they
lose their jobs and are unable to find other work.

Section 6. Benefit Eligibility Conditions.
(1) Required Probationary Period. An employee shall be

deemed eligible for benefits, based on his employment by a
given employer, only after he has been employed by such em-
ployer, either on a monthly salary basis for one month or
within any four weeks (subsequent to the first year of con-
tributions under this act or to any later date on which the em-
ployer in question first becomes subject to this act.) Where
the commission finds, as to any definitely exceptional class of
employees, such as indentured apprentices, that the fitness of
the employee to learn the given type of work cannot reasonably
be determined within such four weeks or one month, the com-
mission may by general rule approve for such class a longer
maximum probationary period (included within twelve or less
consecutive weeks), subject to such restrictions as the com-
mission deems reasonable under the circumstances.

Note. The above subsection (1) is designed to restrict bene-
fit payments, in the case of workers making frequent changes in
employment. It also affords each employer a limited but ade-
quate chance to try out a new employee, without benefit liability
in case the employee proves unsuited to the work. The pro-
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bationary sendeeperiod (per employer) should not be lengthened,
because that would stimulate irregular, casual hiring and firing,
and would run counter to the purposes of the act.

(2) Availability and Registration for Work. An employee
shall not be eligible for benefits in any week of his partial or
total unemployment unless in such week he is physically able
to work and available for work whenever duly called for work
through the employment office. To prove such availability
for work, every employee partially or totally unemployed shall
register for work and shall file claim for benefits at the employ-
ment office, within such time limits and with such frequency
and in such manner (in person or in writing) as the commission
may by general rule prescribe. No employee shall be eligible
for benefits for any week in which he fails without good cause
to comply with such registration and filing requirements. A
copy of the commission’s rules covering such requirements
shall be furnished by it to each employer, who shall inform his
employees of the terms thereof when they become unemployed.

(3) Waiting Period. Benefits shall be payable to an employee
only for his weeks of unemployment occurring subsequent to
a “waiting period” whose duration shall in each case be deter-
mined as follows:

(.Alternative A.
waiting-period-units shall be required of the em-

ployee per each different employer by whom he has been em-
ployed within the 52 weeks preceding the start of such waiting
period.

There shall not be counted toward an employee’s required
waiting period any week of total or partial unemployment in
which he is ineligible for benefits under subsection (2), (4),
(5), (6) or (7) of this section.

Nole. —ln view of the above provision, for a separate waiting
period per employer, this figure should not be set very high. If
two were specified above, an employee who worked for two dif-
ferent employers would serve a four weeks waiting period.

(Alternative B.)

An aggregate of waiting-period-units shall be re-
quired of the employee within the 52 weeks preceding the
start of any given week of unemployment.
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There shall not be counted toward an employee’s required
waiting period any week of total or partial unemployment in
which he is ineligible for benefits under subsection (2), (4),
(5), (6) or (7) of this section.

Note. ■ — The Committee on Economic Security takes no posi-
tion as to what the length of the waiting period should be. The
state may specify a waiting period of two, three or four weeks, or
any other period it considers suitable. It should be emphasized,
however, that a long waiting period will result in a considerable
saving to the fund because of the large amount of unemploy-
ment of two or three weeks duration, and that such saving will
make possible a longer maximum duration of benefits to those
unemployed longer than the waiting period. The “actuarial
memorandum” accompanying this bill should be consulted,
and the appropriate adjustment made in the maximum duration
of benefits allowed.

(4) During Trade Disputes. An employee shall not be eli-
gible for benefits for any week in which his total or partial
unemployment is directly due to a labor dispute still in active
progress in the establishment in which he is or was last em-
ployed.

(5) Voluntary Leaving. An employee who has left his em-
ployment voluntarily without good cause connected with such
employment shall be ineligible for benefits for the week in
which such leaving occurred and for the three next following
weeks; provided, moreover, that such weeks shall be charged
(as if benefits for total unemployment had been paid therefor)
against the employee’s most recent weeks of employment (by
the employer in question) against which benefits have not
previously been charged hereunder.

Note. The above subsection (5) is considered to be equitable.
The period of disqualification may, of course, be lengthened, or
the person quitting voluntarily without reasonable cause may
be entirely disqualified, if the state so desires.

(6) Discharge for Misconduct. An employee who has been
discharged for proved misconduct connected with his employ-
ment shall thereby become ineligible for benefit for the week
in which such discharge occurred, and for not less than the
three nor more than the six next following weeks, as determined
by the commission in each individual case; provided, more-



HOUSE No. 2225.1935.] 73

over, that the ineligible weeks thus determined shall be charged
(as if benefits for total unemployment had been paid therefor)
against the employee’s most recent weeks of employment (by
the discharging employer) against which benefits have not
previously been charged hereunder, and shall also be counted
against his maximum weeks of benefit per year.

Note. The above provision leaves desirable flexibility, so

that the penalty can be varied to suit the circumstances of each
individual case.

The following is a more rigid (alternative) provision;

(6) Discharge for Misconduct. An employee who has been
discharged for proved misconduct connected with his employment
shall thereby become ineligible for any further benefits based on
his past weeks of employment by the discharging employer, and
also ineligible for benefits (based on other employment) for the
week in which such discharge occurred, and for the three, next fol-
lowing weeks; provided, moreover, that such weeks shall be
counted {as if benefits for total unemployment had been paid
therefor ) against the employee’s maximum weeks of benefit per
year.

(7) Refusal of Suitable Employment. If an otherwise eligible
employee fails, without good cause, either to apply for suitable
employment when notified by the employment office, or to
accept suitable employment when offered him, he shall thereby
become ineligible for benefits for the week in which such fail-
ure occurred and for the three next following weeks; provided,
moreover, that such weeks shall be charged (as if benefits for
total unemployment had been paid therefor) against the em-
ployee’s most recent weeks of employment against which bene-
fits have not previously been charged hereunder, and shall also
be counted against his maximum weeks of benefit per year.

“Suitable employment” shall mean any employment for
which the employee in question is reasonably fitted, which is
located within a reasonable distance of his residence or last
employment, and which is not detrimental to his health, safety
or morals. No employment shall be deemed suitable, and bene-
fits shall not be denied under this act to any otherwise eligible
employee for refusing to accept new work, under any of the
following conditions: (a) if the position offered is vacant due
directly to a strike, lockout or other labor dispute; (5) if the
wages, hours and other conditions of the work offered are less



[JuneHOUSE —No. 2225.74

favorable to the employee than those prevailing for similar
work in the locality; (c) if acceptance of such employment
would either require the employee to join a company union or
would interfere with his joining or retaining membership in
any bona fide labor organization.

Note. The above definition of “suitable employment” is
required in the federal bill, and the wording of the entire last
sentence should not be altered.

{Optional Provision.)

(8) Employees Barred from Benefits hy W age Disqualification.
An employee shall not be eligible for any benefits whatever
based on his past weeks of employment by a given employer,
if he loses his employment with such employer after being regu-
larly employed by him (for at least twenty out of the last
twenty-four calendar months) on a minimum salary basis (pay-
able and paid, for each of such twenty months, whether or not
the employer had wage-earning work available for the em-
ployee) amounting to at least per month.

Note. No state is required to include in its law the above
subsection (8). Any denial of benefits to an employee, because
his wages have been relatively high, is very complicated to ad-
minister, and apt to be inequitable in many cases.

The $l5 weekly benefit maximum will in itself result in higher

paid workers receiving in benefits a relatively lower percentage
of their full-time weekly wages.

If some wage disqualification is to be used, it should not be
based on mere hourly or weekly wage, but rather on annual
{salary) earnings.

Hence, the above subsection is set forth (as the best provision

of this type), without being recommended.

Section 7. Settlement of Benefit Claim

Note on Handling Claims.—The following section has the great
advantage of leaving the appeal arrangements flexible, so that
they can be set up (and changed) by the administrative author-
ity after further study and experience, without the necessity of

legislative amendments.

(1) Filing. Benefit claims shall be filed at the employment
office, pursuant to general commission rules.

(2) Initial Determination. A deputy designated by the com-
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1

mission shall promptly determine whether or not the claim is
valid and the amount of benefits apparently payable there-
under, and shall duly notify the employee and his most recent
employer of such decision. Benefits shall be paid or denied
accordingly, unless either party requests a hearing within five
calendar days after such notification was delivered to him or
was mailed to his last known address.

(3) Appeals. Unless such x-equest for a hearing is withdrawn,
the claim thus disputed shall be promptly decided, after afford-
ing both parties reasonable opportunity to be heard, by such
appeal tribunal as the commission may designate or establish
for this purpose. The parties shall be duly notified of such
tribunal’s decision, which shall be deemed a final decision by
the commission except in cases where the commission acts on
its own motion or, pursuant to general rules, permits the parties
to initiate further appeal or review.

(4) Appeal Tribunals. To hear and decide disputed claims,
the commission may establish one or more appeal tribunals
consisting in each case of one full-time salaried examiner (or
commissioner) who shall serve as chairman, and of two other
members, namely, an employer or representative of employers
and an employee or representative of employees, who shall
each be paid a fee of not more than ten dollars per day of active
service on such tribunal (plus necessary expenses) and shall
serve until replaced by the commission, except that no person
shall hear any case in which he is a directly interested party.
The chairman of such appeal tribunal may act for it at any
session in the absence of one or both other members, provided
they have had due notice of such session.

(5) Procedure. The manner in which claims shall be pre-
sented, the reports thereon required from the employee and
from employers, and the conduct of hearings and appeals
shall be governed by general commission rules (whether or not
they conform to common law or statutory rules of evidence and
other technical rules of procedure) for determining the rights
of the parties. A full and complete record shall be kept of all
proceedings in connection with a disputed claim. All testi-
mony at any hearing shall be taken down by a stenographer,
hut need not be transcribed unless the disputed claim is further
appealed.

(6) Commission Review. The commission shall have the
power to remove or transfer the proceedings on any claim
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pending before a deputy, appeal tribunal, or commissioner;
and may on its own motion (within ten days after the date of
any decision by a deputy, appeal tribunal, commissioner or
by the commission as a body) affirm, reverse, change or set
aside any such decision, on the basis of the evidence previously
submitted in such case, or direct the taking of additional
testimony.

(7) Appeal to Courts. Except as thus provided, any deci-
sion (unless appealed pursuant to general commission rules)
shall, ten days after the date of such decision, become the
final decision of the commission, and all findings of fact made
therein shall (in the absence of fraud) be conclusive; and such
decision shall then be subject to judicial review solely on
questions of law. Such judicial review shall be barred unless
the plaintiff party has used and exhausted the remedies pro-
vided hereunder and has commenced judicial action (with
notice to the commission) within ten days after a decision
hereunder has become the final decision of the commission in
the disputed case.

(8) Oaths and Witnesses. In the discharge of their duties
under this section any deputy, any member of an appeal tri-
bunal, and any examiner, commissioner or duly authorized
representative of the commission shall have power to admin-
ister oaths to persons appearing before them, take depositions,
certify to official acts, and by subpoenas (served in the manner
in which court subpoenas are served) to compel attendance
of witnesses and the production of books, papers, documents
and records necessary or convenient, to be used by them in
connection with any disputed claim. Witness fees and other
expenses involved in proceedings under this section shall be
paid to the extent necessary, at rates specified by general
commission rules, from the unemployment administration fund.

Section 8. Court Review.
Each state should draft a section consistent with its judicial

structure and procedure. This section should specify: (1) type of
legal action; {2) the court or courts to be used; (3) transmission
by the commission of the record in the case; (4) assessment of
court costs, etc.

Some states have, under their accident compensation laics,

found it desirable to have a single court handle all such cases,
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thereby developing a tribunal with specialized knowledge and
experience in this field. Such procedure might well be followed
in the new field of unemployment compensation.

Note on Administrative Organization (Possible Types). The
work involved in the administration of a state unemployment
compensation law will be very considerable.

The administrative expenses (including the operation of pub-
lic employment offices), judging by experience abroad, will be
at least 10 per cent of the annual contributions. For each million
of population, if the state’s employment and wage rates are
about the average of the entire country, unemployment com-
pensation contributions (at 3 per cent) would average about
$3,500,000 annually under existing conditions, and the adminis-
trative expenses (at 10 per cent) would be about $350,000 annu-
ally (per million of population) after benefits start. (Federal
grants will cover most of these administration costs, provided
the state administration complies with federal standards.)

Hence, many states will desire to create a new full-time com-
mission, suitable for dealing with the many new accounting,
legal and administrative problems. This hill embodies the organi-
zation of such a commission (see section 10, below), briefly, as
follows:

1. Administration by a new salaried commission of three
members, which wall determine the policies, adopt necessary
rules and regulations, act as the board of review for appealed
cases, and have general supervision of the routine administra-
tion through a director or a secretary.

However, some states, in the light of their present adminis-
trative organization, or because of a smaller volume of work,
may wish to consider the following alternative plans of organiza-
tion:

2, Administration under the present labor department, but
with a new division headed by an executive director in direct
charge of administering the unemployment compensation act
and the employment offices. If this is done, a part-time or full-
time commission to help in formulating general policies and to
review appealed benefit cases is desirable.

3. A new part-time (per diem) board, with a salaried executive
director. Such a part-time board would review appealed bene-
fit cases, have jurisdiction over general policies, pass upon rules
and regulations, and be responsible for the administration, se-
lecting the director who would be subject to the board. (Such
a part-time board should be used in smaller states.)

4. Administration by a single new commissioner, with a part-
time (per diem) board appointed by him. Such a part-time
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board might well review appealed benefit cases, and would ad-
vise the commissioner on general policies. (Such part-time
board should be used only in smaller states.)

Section 9. Unemployment Compensation Commission.
(1) Organization. There is hereby created a commission of

three members, to be known as the Unemployment Compen-
sation Commission of (insert state). The members of the
commission shall be appointed by the governor within ninety
days after the passage of this act. The commissioners thus
appointed shall serve, as designated by the governor at the
time of appointment, one for a term of two years, one for a
term of four years, and one for a term of six years. At the
expiration of such initial terms appointments shall be made
for a term of six years in each case. Any appointment to a
vacancy shall be for the unexpired term in question. No com-
missioner shall, during his term of office, engage in any other
business, vocation or employment, or serve as an officer or
committee member of any political party organization. The
governor may at any time, after public hearing, remove any
commissioner for gross inefficiency, neglect of duty, malfea-
sance, misfeasance or nonfeasance in office.

(2) Salaries. Each commissioner shall be paid a fixed
monthly salary, at the rate of thousand dollars per
year of service, from the unemployment administrationfund.

Note. —• To secure persons with ability, training and experi-
ence reasonably equal to their new and difficult task, the state
should expect to pay each commissioner approximately $2,000
per million of state population, but not less than $4,000 in any
event.

(3) Quorum. Any two commissioners shall constitute a
quorum to transact business. No vacancy shall impair the
right of the remaining commissioners to exercise all of the
powers of the commission, so long as a majority remain. The
commission shall determine its own organization and methods
of procedure.

Section 10. Administration.

(1) Duties and Powers of Commission. It shall be the duty
of the commission to administer this act; and it shall have
power and authority to adopt and enforce all reasonable rules
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and orders necessary or suitable to that end, and to employ
any persons, make any expenditures, require any reports, and
take any other action (within its means and consistent with
the provisions of this act) necessary or suitable to that end.
Annually, by the first day of February, the commission shall
submit to the governor a summary report covering the ad-
ministration and operation of this act during the preceding
calendar year, and making such recommendations as the com-
mission deems proper. Whenever the commission believes
that a change in contribution and/or benefit rates will become
necessary to protect the solvency of the fund, it shall at once
inform the governor and the legislature thereof, and make
recommendations accordingly.

(2) General Commission Rules. General rules, interpreting
or applying this act and affecting all (or classes of) employers,
employees or other persons or agencies, shall be adopted by
the commission only after discussion with a representative
state-wide advisory council (constituted as hereinafter de-
scribed), or after public hearing (before the commission), of
which notice has been given through the press. Such general
commission rules shall, upon adoption by a majority of the
commission, be duly recorded in its minutes and be filed with
the secretary of state, and shall thereupon take legal effect.
Such rules may be amended in the same manner as is above
provided for their adoption.

(3) Publication. The commission shall cause to be printed
in proper form for distribution to the public the text of this act,
the commission’s general rules, its annual report to the gov-
ernor, and any other material the commission deems relevant
and suitable, and shall furnish the same to any person upon
application therefor; and such printing and availability upon
application shall be deemed a sufficient publication of the
same.

(4) Personnel. The commission is authorized, within its
means, to appoint and fix the compensation of such officers, ac-
countants, attorneys, experts and other persons as are necessary
in the execution of its functions. All positions in the adminis-
tration of this act shall be filled by persons selected and ap-
pointed on a nonpartisan merit basis, under rules and regula-
tions of the commission. The commission shall not employ or
pay any person who is serving as an officer or committee mem-
ber of any political party organization. The commission shall
fix the duties and powers of all persons thus employed, and may
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authorize any such persons to do any act or acts which could
lawfully be done by a commissioner. The commission may in
its discretion bond any person handling moneys or signing
checks hereunder.

Note. A nonpartisan merit basis must be used to secure
any federal money for administrative costs.

(5) Advisory Councils. The commission shall appoint a
state-wide advisory council and local advisory councils, com-
posed in each case of equal numbers of employer representatives
and employee representatives (namely, of persons who may
fairly be regarded as thus representative because of their voca-
tion, employment or affiliations), and of such members repre-
senting the public generally as the commission may designate.
Such councils shall aid the commission in formulating policies
and discussing problems related to the administration of this
act, and in assuring impartiality, neutrality and freedom from
political influence in the solution of such problems. Such ad-
visory councils shall serve without compensation, but shall be
reimbursed for any necessary expenses.

(6) Employment Stabilization. It shall be one of the pur-
poses of this act to promote the regularization of employment
in enterprises, localities, industries and the state. The com-
mission, with the advice and aid of its advisory councils, shall
take all appropriate steps within its means to reduce and pre-
vent unemployment; to encourage and assist in the adoption
of practical methods of vocational training, retraining and vo-
cational guidance; to investigate, recommend, advise and
assist in the establishment and operation, by municipalities,
counties, school districts and the state, of reserves for public
works to be used in times of business depression and unemploy-
ment; to promote the re-employment of unemployed workers
throughout the state in every other way that may be feasible;
and to these ends to employ experts and to carry on and pub-
lish the results of investigations and research studies.

(7) Records and Reports. Every employer (of any person in
this state) shall keep true and accurate employment records of
all persons employed by him, and of the weekly hours worked
for him by each, and of the weekly wages paid by him to each
such person. Such records shall be open to inspection by the
commission or its authorized representatives at any reasonable
time and as often as may be necessary. The commission may
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require from any employer (of any person in this state) any
reports, covering persons employed by him, on employment,
wages, hours, unemployment and related matters which the
commission deems necessary to the effective administration of
this act. Information thus obtained shall not be published or
be open to public inspection in any manner revealing the
employer’s identity, and any commission employee guilty of
violating this provision shall be subject to the penalties pro-
vided in this act.

(8) Representation in Court. On request of the commission
the attorney general shall represent the commission and the
state in any court action relating to this act or to its adminis-
tration and enforcement, except as special counsel may be
designated by the commission with the approval of the gov-
ernor, and except as otherwise provided in this act.

(9) State-Federal Co-operation. The commission is hereby
authorized and directed to co-operate in all necessary respects
with the appropriate agencies and departments of the federal
government, in the administration of this act and of free public
employment offices; and to make all reports thereon requested
by any directly interested federal agency or department; and
to accept any sums allotted or apportioned to the state for such
administration, and to comply with all reasonable federal regu-
lations governing the expenditure of such sums.

(10) Employment Offices. The commission shall establish
and maintain such free public employment offices, including
such branch offices, as may be necessary for the proper admin-
istration of this act. The commission shall maintain a division
for this purpose. The existing free public employment offices
of the state (if any) shall be transferred to the jurisdiction of
such division; and upon such transfer all duties and powers
conferred by law upon any other department, agency or officer
relating to the establishment, maintenance and operation of
free public employment offices shall be vested in such division.
All moneys thereafter made available by or received by the
state for the state employment service shall be paid to (and
expended from) the unemployment administration fund, and a
special “employment service account” shall be maintained for
this purpose as a part of said fund.
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Section 11. Acceptance of Act of Congress, relating

to Employment Service.
(1) Formal Acceptance. The state hereby accepts the pro-

visions of the Wagner-Peyser Act, approved June 6, 1933, 1

“An Act to provide for the establishment of a national em-
ployment system and for co-operation with the states in the
promotion of such system, and for other purposes,” in con-
formity with section four thereof, and will observe and comply
with the requirements of said act of Congress.

(2) State Employment Service. There is hereby created,
under the Unemployment Compensation Commission, a di-
vision to be known as the “ State Employment
Service,” which shall be affiliated with the United States
Employment Service. The said division is hereby designated
and constituted the agency of this state for the purposes of
the Wagner-Peyser Act. The said division shall be admin-
istered by a full-time salaried director, who is hereby given
full power to co-operate with all authorities of the United
States having powers or duties under the said act of Congress,
and to do and perform all things necessary to secure to this
state the benefits of the said act of Congress in the promotion
and maintenance of a system of public employment offices.

(3) Financing. All moneys made available by or received
by this state under said act of Congress shall be paid into a
special “employment service account” in the Unemployment
Administration Fund, and said moneys are hereby appropri-
ated and made available to the “ State Employ-
ment Service,” to be expended as provided by this act and by
said act of Congress.

Note. The federal economic security measure requires that
the state accept the provisions of the Wagner-Peyser Act, for the
establishment of an effective system of public employment offices.

The above section can be used for this purpose, and can prop-
erly be included in this bill, even where the state has already

accepted the Wagner-Peyser Act.
This bill places the state employment service under the commis-

sion administering the unemployment compensation law, as is
proper and virtually necessary for the effective operation of
both the service and the law.

However, in case a given state does not wish to place its state
employment service under the Unemployment Compensation

48 Stat. 113, United States Code, Title 29, Section 49 (c).
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Commission, then the above section should be omitted or modi-
fied, and subsection (10) of section 11 should also be modified.
The governor or the state’s labor department should in that case
secure advice from the United States Employment Service, De-
partment of Labor, Washington, D. C., on the procedure and
changes in this bill which would in that case become necessary.

Section 12. Reciprocal Benefit Arrangements with
Other States.

The commission is hereby authorized, subject to approval
by the governor, to enter into reciprocal arrangements with
the proper authorities, in the case of any other unemploy-
ment compensation system established by any state law or by
an act of Congress, as to persons who have (after acquiring
rights to benefits under this act or under such other system)
newly come under this act or under such other system, whereby
such benefits (or substantially equivalent benefits) shall be
paid (or both paid and financed) in whole or in part through
(or b}r ) the fund of the unemployment compensation system
newly applicable to such person. Such reciprocal arrange-
ments shall be adopted and published by the commission in
the same manner as its general rules.

Note. The above section is designed to make possible recip
rocal arrangements whereby an employee will not lose his bene-
fit rights if he moves from one state to the other, or from employ-
ment covered by a direct act of Congress. The wording should not
be altered.

Section 13. Protection of Rights and Benefits
(1) Waiver of Rights Void. No agreement by an employee

to waive his right to benefit or any other right under this act
shall be valid. No agreement by an employee or by em-
ployees to pay all or any portion of the contributions required
under this act from employers shall be valid. No employer
shall make or require any deduction from wages to finance the
contributions required of him, or require any waiver by an
employee of any right hereunder. Any employee claiming a
violation of this section may have recourse to the method set
up in this act for deciding benefit claims; and the commission
shall have power to take any steps necessary or suitable to
correct and prosecute any such violation.

(2) Limitation of Fees. No employee shall be charged fees
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of any kind by the commission or its representatives, in any
proceeding under this act. Any employee claiming benefits in
any proceeding or court action may be represented by counsel
or other duly authorized agent; but no such counsel or agents
shall together charge or receive for such services more than
10 per cent of the maximum benefits at issue in such proceed-
ing or court action.

(3) No Assignment or Garnishment of Benefits. Benefits
which are due or may become due under this act shall not be
assignable before payment, but this provision shall not affect
the survival thereof; and when awarded, adjudged or paid
shall be exempt from all claims of creditors, and from levy,
execution and attachment or other remedy now or hereafter
provided for recovery or collection of debt, which exemption
may not be waived.

Section 14. Collection op Contributions.
(1) Interest on Tardy Payments. If any employer fails to

make promptly, by the date it becomes due hereunder, any
payment required to be made by him under this act, he shall
be additionally liable (to the unemployment administration
fund) for interest on such payment at the rate of 1 per cent
per month from the date such payment became due until paid,
pursuant to general commission rules.

(2) Bankruptcy. In the event of an employer’s dissolution,
bankruptcy, adjudicated insolvency, receivership, assignment
for benefit of creditors, judicially confirmed extension proposal
or composition, or any analogous situation, contribution pay-
ments then or thereafter due under this act shall have the
greatest priority (subsequent to taxes, but at least equal to
wage claims) then permitted by law; but this subsection shall
not impair the lien of any judgment entered upon any award.

(3) Court Action. Upon complaint of the commission, the
attorney general shall institute and prosecute the necessary
actions or proceedings for the recovery of any contributions
or other payments due hereunder; or, at his request and
under his direction, the prosecuting attorney (of any county
in which the employer has a place of business) shall institute
and prosecute the necessary actions or proceedings for the
recovery of any contributions or other payments due here-
under.
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(1) Whoever wilfully makes a false statement or representa-
tion to obtain or increase any benefit or other payment under
this act, either for himself or for any other person, shall upon
conviction be punished by a fine of not less than twenty nor
more than fifty dollars, or by imprisonment in the county jail
not longer than thirty days, or by both such fine and imprison-
ment; and each such false statement or representation shall
constitute a separate and distinct offence.

(2) Any employer (of any person in this state) or his agent,
who wilfully makes a false statement or representation to
avoid becoming or remaining subject hereto, or to avoid or
reduce any contribution or other payment required of such
employer under this act; or who wilfully fails or refuses to
make any such contribution or other payment, or to furnish
any reports duly required hereunder, or to appear or testify
or produce records as lawfully required hereunder; or who
makes or requires any deduction from wages to pay all or any
portion of the contributions required from employers; or who
tries to induce any employee to waive any right under this act,
shall upon conviction be punished by a fine of not less than
twenty nor more than two hundred dollars, or by imprison-
ment in the county jail not longer than sixty days, or by both
such fine and imprisonment; and each such false statement
or representation, and each day of such failure or refusal, and
each such deduction from wages, and each such attempt to
induce, shall constitute a separate and distinct offence. If the
employer in question is a corporation, the president, the sec-
retary and the treasurer, or officers exercising corresponding
functions, shall each be subject to the aforesaid penalties.

(3) Any violation of any provision of this act, for which a
penalty is neither prescribed above nor provided by any other
applicable statute, shall be punished by a fine of not less than
twenty nor more than fifty dollars, or by imprisonment in the
county jail not longer than thirty days, or by both such fine
and imprisonment.

(4) On complaint of the commission the fines specified or
provided in this section may be collected by the state in an
action for debt. All fines thus collected shall be paid to the
unemployment administration fund.

Section 15. Penalties.
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Section 16. Unemployment Administration Fund.
(1) Special Fund. There is hereby created the Unemploy-

ment Compensation Administration Fund, to consist of all
moneys received by the state or by the commission for the
administration of this act. This special fund shall be handled
by the state treasurer as other state moneys are handled; but
it shall be expended solely for the purposes herein specified,
and its balances shall not lapse at any time but shall remain
continuously available to the commission for expenditure con-
sistent herewith.

(2) Federal Aids. All federal moneys allotted or apportioned
to the state by the federal Social Insurance Board (or other
agency) for the administration of this act shall be paid into
the Unemployment Administration Fund.

(3) Employment Service Account. A special “employment
service account” shall be maintained as a part of said fund.

(1) All moneys in the Unemployment Administration Fund
at any time are hereby appropriated to the Unemployment
Compensation Commission, including its employment service
division.

(2) There is hereby appropriated, to the employment serv-
ice account of the unemployment administration fund, from
any money in the state treasury not otherwise appropriated,
on July 1, 1935, and annually thereafter on the first day of
July, the sum of

Section 17. Appropriations.

Note _This sum should be about 3 cents per capita of the
state’s population. (Thus a state of 1,000,000 inhabitants should
make an appropriation of at least S30,000.) Ihis should insure
the state’s receiving its full share of the federal money now avail-
able from the United States Employment Service under the Wag-
ner-Peyser Act. Any state may secure more exact information
on the federal “matching” requirements from the United States
Employment Service, Washington, D. C.

Such an appropriation will be relatively small, as compared

to the total cost of the state’s employment service, in view of its
enlarged functions under this act. (The bulk of the cost will be
financed from federal money, raised largely from employers sub-
ject to the federal pay-roll tax and the state unemployment com-
pensation law. Not only such employers will benefit by an
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effective state-wide employment service, but also the entire
community.) Hence it is essential that the state (from general
tax funds) appropriate at least the suggested small fraction of
the total cost of its employment service.

Section 18. Saving Clause.
The legislature reserves the right to amend or repeal all or

any part of this act at any time; and there shall be no vested
private right of any kind against such amendment or repeal.

Note. This provision is required by the federal bill as a con-
dition for the allowance of credits against the federal pay-roll
tax.

Section 19. Separability of Provisions,
If any provision of this act, or the application thereof to

any person or circumstance, is held invalid, the remainder of
the act and the application of such provision to other persons
or circumstances shall not be affected thereby.

Section 20. Effective Date.
This act shall take effect upon passage.

A ote. This section should be modified where necessary t(
inform with the state’s regular requirements for official publi

cation (etc.) prior to the taking effect of its state laws

A ote. Any state which desires to do so may, of course, modifythe foregoing bill to permit certain employers (or groups) to
maintain separate guaranteed employment accounts. The federal
economic security measure includes certain standards whichwould apply to any such account permitted under a state law.(The state law could, however, provide additional standards.)

An optional employment provi;
mg bill) to permit a sniara.nt.pp

non (for insertion in the fore-
-1 employment account is nownit a guaranteecx *

O ompujmcuo aUUUUIib ISemg drafted by the Committee on Economic Security, forconsideration by any interested state, and will shortly be sen
'U,




