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Cöe Commontoealtö of 9@assac!)usctts

D iv is io n  of  E m p lo y m e n t  Se c u r it y ,
St a t e  A d v is o r y  C o u n c il ,

881 C o m m o n w e a lth  A v e n u e , B o sto n  15, December 11. 1944.

To the Honorable Senate and House of Representatives of the Commonwealth 
of Massachusetts in General Court assembled.

In accordance with section 5 of chapter 20 of the Acts 
of 1939, the State Advisory Council of the Division of 
Employment Security has the honor to submit herewith 
its Biennial Report to the General Court.

This report has not been signed by Mr. Cloutier, as he 
was absent, due to illness, and has not participated in any 
of the deliberations concerning it. Neither has it been 
signed by Mr. Cabral, who passed away on December 2, 
1944. However, Air. Cabral participated in the discussions 
and was in agreement with the recommendations for changes 
in the law as incorporated in the report.

Respectfully submitted,

WILLIAM G. SUTCLIFFE,
Chairman.

MARY M. RILEY. 
FRED W. STEELE. 
ALFRED E. RANKIN.





Cijc Commontoealti) of ^assacimsetts;

BIENNIAL REPORT OF THE STATE ADVISORY 
COUNCIL, DIVISION OF EMPLOYMENT SECURITY.

!• U ~  Unemployment Compensation in War Years of 1943 
and 1944.

• C h a n g in g  P a t t e r n .

i he Unemployment Compensation Program in the war 
years of 1943 and 1944 has been marked by a significant 
trend to new low levels in the payment of benefits due to 
nation-wide high employment caused by the war production 
program. In other words, the pattern shifted from em
phasis on benefits, due to a scarcity of jobs, to emphasis on 
employment, due to a scarcity of labor.

C h a n g in g  C o n c e pt .

Since 1943 and 1944 have been years of full employment, 
the relatively few persons who qualified for benefits normally 
reflect no significant change in social concept.

However, at the Federal level, proposals suggested might 
ha\e the effect of changing the concept of the entire program.
 ̂ In this country, Unemployment Compensation under the 

Social Security Program was set up on the insurance prin
ciple, and was intended to protect an individual unemployed 
thiough no fault of his own by weekly cash payments to 
tide him over for a temporary period of time while seeking 
another job. Some maximum limitation of benefits and of 
the time within which a person could receive such benefits 
was necessary in order not to subsidize the unemployment 
of the individual and remove all incentive for him to become 
self-supporting. The quicker an individual becomes econom
ically independent, the stronger he will be, and strong 
people make a strong society. The right to liberty and free
dom under a democracy such as ours places upon the indi-
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vidual the responsibility for protecting himself and his 
family against the major hazards of life within his control.

Unemployment Compensation, on the other hand, was 
devised to provide a “ basic layer of protection” when eco
nomic hazards become widespread in effect and beyond 
the control of the individual. In providing this protection 
to the worker, it is not the government that gives it to him, 
however. Social Insurance is merely a compulsory method 
provided by the government by which numbers of persons 
facing a given hazard share among themselves the agreed 
costs of those individuals for whom the hazard exists. In 
whatever protection is offered to the worker in this country 
in the form of social insurance, therefore, he wants it, not 
at the cost of suppression or attrition as that experienced 
under differing ideologies of other countries, but with full 
preservation of his freedom and liberty. He wants it only 
as a temporary stop-gap until he returns to his full standard 
of living by means of a job. Instinctively, therefore, he 
wants jealously guarded the boundary between what govern
ment may or may not do for him so as to preserve the 
democratic system which guarantees his personal liberties 
to him.

There have been proposals made at the Federal level in 
recent years, which, if passed, might have had the effect 
of subsidizing unemployment and replacing the basic “ in
surance” principle by a “ guarantee of Federal subsidy” 
principle. In their zeal to make more adequate benefits 
available, proponents of these liberal measures would place 
a premium on unemployment all over the country by 
granting a uniformly high rate of benefits regardless of local 
conditions and wage differentials.

In America the Unemployment Compensation system 
assumes that the “ basic layer of protection” varies with the 
individual and his locale. Because of variations in occu
pations, wages and economic conditions throughout the 
country, uniform nation-wide benefit payments would be 
excessive for some and inadequate for others. Therefore 
individualization of benefits should be preserved if we 
would continue our American form of local self-government.
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C ontrary to the British plan of providing a flat amount 
as a mere subsistence allowance, in America emphasis is 
placed on meeting subsistence requirements on an individual 
basis, in that benefits are based on a proportion of the 
individual’s earnings up to some fixed maximum.

In the early days of the Unemployment Compensation 
Program, an individual’s. ‘ ‘ right ” to benefits was stressed as 
a distinction between that which was paid for on an “ insur
ance principle, either by the individual himself or by his 
employer for him, as against public charity based on “ relief” 
or a “ needs’ ’ principle. It was never intended as a “ right” 
to a guarantee of a living. Phe worker in a democracy 
wants above anything else the “ right” only to a job by 
which he may “ guarantee” his own living and thus pre
serve his independence. The application of foresight for 
the future through individual self-help and prudence through 
private thrift and savings has made for strength and freedom 
in America as contrasted to the subservience of individuals 
in foreign countries through subsidization of their govern
ments. While the policy of benefit payments should not 
be too conservative, neither should it be one of such liberality 
as to remove all incentive for an individual’s return to work 
and the practice of personal thrift.

E v o lu tio n ar y  ver su s  R e v o l u tio n a r y  M e th o d s .

Social reform in the Lnited States progressed at a slower 
pace and differed in approach and concept from the European 
system. The pattern in this country has been set up on a 
categorical rather than a unitary basis; in other words, 
adding, by governmental compulsion, only that security 
which is recognized to be necessary and which will at the 
same time guard jealously the preservation of America’s 
proud heritage of private initiative and personal liberty. 
In the United States we have a nation of nations, with each 
“ nation” or “ state” a separate sovereignty with inalienable 
rights and powers separate and distinct from those of the 
Federal or national government. The democratic processes 
under such a structure, of necessity, work more slowly but
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more thoroughly in the decisions and distinctions which 
must be made between Federal and State control of any 
function determined essential of governmental performance.

Proponents of a completely centralized Federal scheme of 
Social Insurance as that proposed in the widely publicized 
Wagner-Murray-Dingell Bill would substitute our former 
evolutionary methods for a completely revolutionized scheme 
guaranteeing uniform Federal subsidies for all, without re
gard to the effect it would have on individual self-help and 
incentive.

We have seen evidence of the fact that our democratic 
process still prevails, however, and we know there will be 
much discussion and consideration given to the danger of 
departing from our present system of decentralization and 
local autonomy. Modifications in the Social Security Pro
gram must, of course, be made from time to time as the 
progress of the system and experience dictate, but the con
tinuance of emphasis on individual self-help and foresight 
in providing for one’s future is desirable if we would maintain 
vigor and vitality in our people.

II. — Federalization Issue.

R ece n t  M e a su r e s  for  A t ta in m e n t  of F ed eralizatio n .

In the past several years there has been a constantly 
recurring effort to federalize the Unemployment Compensa
tion Program. At one time it was suggested that it be 
accomplished through the pooling of the various Unemploy
ment Compensation Trust Funds into a single Fund. This 
would mean the abandonment of the Federal-State Plan 
as originally established. Under such a proposal, uniform 
standards would be imposed which would destroy the adap
tation to local conditions now existing under state laws.

War Conversion.
The pooling plan was emphasized by the Federalizers as 

necessary in order to prepare for the conversion of industry 
to war production. The unemployment to be caused thereby 
was felt by the Federalizers to be something with which
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the individual States could not cope, either in administration 
or in sufficient funds from their Trust Funds. In a thor- 
oughly democratic manner, ‘however, Congress heard all 
interested parties, including state officials as well as Federal 
officials, as a result of which Congress was convinced the 
States could handle the situation. This was the now famous 
$300,000,000 War Displacement Benefits Program, or the 
War Mobilization Plan advanced by the Federalizers and 
which experience has shown to be totally unnecessary.

War Reconversion.
The most recent attempt at Federalization of the Unem

ployment Compensation Program is what is known as the 
War Demobilization Plan of the Federalizers. This took 
the form of a bill introduced by Senators Murray and Kil
gore for the payment of subsidies by the Federal govern
ment to the States to supplement state benefits to civilian 
war workers. This measure provided for Federally fixed 
unemployment benefits to civilian war workers up to $35 
weekly, or about double the present average of state rates. 
While the intent of this measure appeared to be that the 
States would have the right to say who was eligible for 
benefits, and would actually pay the benefits, Federal 
funds would be necessary to supplement the State Funds. 
These Federal subsidies would thus set up a uniform Fed
eral standard for the entire country regardless of local con
ditions and wage differentials. Here, again, the democratic 
process prevailed and extensive hearings were granted by 
congressional committees on the subject matter.

As a result of these hearings, Senator Walter F. George, 
chairman of the Senate Special Committee on Post-War 
Economic Policy and Planning, introduced a bill (Senate, 
No. 2051) which, among other measures for a national pro
gram for reconversion to a peace-time economy, provided 
that the Unemployment Compensation Program would be 
left with the States, and that the state benefits would not 
be supplemented by Federal funds. The George Bill guar
anteed the solvency of State Unemployment Trust Funds, 
however, through the medium of Federal non-interest bear
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ing loans in the event of insolvency of State Funds, caused 
by heavier claim loads, than anticipated in the post-war 
period. As a source of funds for these loans, Senator George’s 
Bill provides for the establishment of a Federal Unemploy
ment Account in the Unemployment Trust Fund, and for 
the appropriation to such account of a sum equal to the ex
cess of taxes collected under the Federal Unemployment 
Tax Act over the total unemployment compensation ad
ministrative expenditures to date, and thereafter, annually, 
any excess of taxes collected over administrative expenses 
would be appropriated to the account. In other words, the 
excess of the .3 per cent tax which employers pay to the 
Federal government for Unemployment Compensation over 
the amount returned to the States for administrative pur
poses under the Unemployment Compensation Program 
would be placed in a special account from which the States 
would receive loans in the event of unexpected drains on 
their funds for benefit payments. As the new Federal loan 
account in the Unemployment Trust Fund is a temporary 
measure, designed to tide State Unemployment Funds over 
any post-war emergency which may develop, it is stipulated 
in the bill that no advances can be made after July 1, 1947.

The Murray-Kilgore Bill was defeated, and the George 
Bill was passed by Congress on August 31 and approved 
by the President of the United States on October 3, 1944, 
and is known as the “ War Mobilization and Reconversion 
Act of 1944, Public Law No. 458, 78th Congress.”

By this action Congress has voted against Federalization 
and Federal Benefit Standards in the Unemployment Com
pensation System. In its report accompanying the War 
Mobilization and Reconversion Bill, the Senate Committee 
on Post-War Economic Policy and Planning showed evi
dence of its faith in the States to continue the trend toward 
improvement in their Unemployment Compensation Laws 
by the following statement:

The various state laws provide for Unemployment Compensation 
payments of from 50 to 60 per cent of regular wages, up to maximum 
payments ranging from $15 to |22 per week, and for periods ranging from 
fourteen to twenty-four weeks. Those benefits, both as to amount and
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duration, have been steadily increasing under state enactments for the 
past six or seven years, and there is every prospect that the trend toward 
improvement will continue.

It will be noted that Massachusetts still stands among 
the top in liberality of its benefit structure when it is real
ized that benefits paid under the Massachusetts law have 
advanced beyond the 50 to 60 per cent concept and now 
average approximately 67 per cent of earnings based on the 
high quarter wages. The maximum rate at present is $18, 
with a maximum duration of twenty weeks and a one-week 
waiting period.

As to the solvency of State Funds, the Senate committee 
stated the following:

The evidence before the committee leaves little doubt as to the adequacy 
of the Unemployment Compensation Funds to meet any probable drain 
on them, but because of the dislocations caused by the war, the committee 
feels that this adequacy cannot be left to any possible chance. The 
impact of worker migration, for which the States are not responsible, 
will not hit each with equal severity.

The provision concerning advances to the States was 
included in the Reconversion Bill, therefore, as insurance 
against insolvency of State Funds in the event of unex
pected drains on the funds.

The States were not only represented by the Employ
ment Security Administrators, but were ably supported by 
the Governors in the above instance as they were in the 
$300,000,000 incident. In substance, the evidence from the 
Governors and the State Employment Security Adminis
trators was to the effect that the States did not need sub
sidies from the Federal government for this purpose.

Wagner-Murray-Dinqell Bill.

The subject matter which forms the basis of the proposals 
mentioned above, and other proposals introduced in Con
gress in the last few years in the field of Social Security, is 
dealt with in the provisions of the bill introduced by Sen
ators Wagner and Murray in the Senate, and the companion
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bill by Representative Dingell in the House of Representa
tives, and known as the Wagner-Murray-Dingell Bill.

The far-reaching proposal suggested in this bill would 
create a “ unified National Social Insurance System,” ac
complishing complete centralization of authority in Wash
ington over all social insurances, including a new program 
for permanent and temporary disability, hospitalization and 
medical care.

The bill, like similar measures in England and Canada, 
contemplates a method of joint administration with the W 
Unemployment Compensation Program for the temporary 
cash payments for loss of wages due to illness separate and 
apart from the permanent disability benefits, which it 
would place under the Old Age and Survivors’ Insurance 
Program, and from the Medical Care Program, which it 
would place under the jurisdiction of the Surgeon-General 
of the United States. In attaching temporary disability 
benefits to the Unemployment Compensation system, how
ever, the bill includes them as part of a Federalized Program.
The opposition of this Council to such Federalization of the 
Unemployment Compensation System is well known to the 
Legislature.

Under the proposal, employers would be taxed 6 per 
cent, employees 6 per cent, and the Federal government 
would contribute 6 per cent if at a later date it was found 
to be necessary. On its face value, this would be an in
crease in tax to the workers of Massachusetts of 5 per cent, 
as they now pay but 1 per cent for Old Age and Survivors’ 
Insurance, and an increase of 2 per cent to 4.5 per cent to 
the employers of Massachusetts, as they now pay .8 per 
cent to 3 per cent under the Unemployment Tax Act, and 
1 per cent under Old Age and Survivors’ Insurance. As a 
matter of cold economics, however, it may be contended 
that the entire 18 per cent would be shared by the worker, ^ 
in that the employer’s tax is passed on to the consumer in 
the price of the article, and the government’s share is passed 
on to the taxpayer.

Already the taxes are exceedingly heavy for the worker. 
Worthy as any program might be in the interests of the
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American workingman, the question he will want answered 
is, How much Social Security can he afford?

Proponents of an American Cradle-to-the-Grave Plan 
would emulate the European theory of centralizing all so
cial legislation in a national authority. The preponderance 
of public sentiment expressed thus far, however, has been 
from opponents of such a national plan, who prefer to re
member, and to continue to favor, our American form of 
government, composed of forty-eight sovereignties, able and 
willing to enact laws for the best interests of their people, 
and to think of the Federal government as assisting the 
States, or performing only those functions which the States 
cannot perform.

American versus British Cradle-to-the-Grave Plans. — Sig
nificant differences between the British and American so- 
called “ Cradle-to-the-Grave” Plans, with respect to unem
ployment benefits, may be summarized as follows:

Under the British, or Beveridge, Plan, contributions re
ceived and benefits paid are based on a flat rate, regardless 
of earnings, while contributions and benefits are based on 
earnings under the American Plan, or Wagner-Murray- 
Dingell Bill.

As an inducement to elderly persons to remain in the 
labor market beyond retirement age, an additional sum is 
added to the weekly pension for each year that the pension 
is deferred under the Beveridge Plan. No such provision 
is contained in the American Plan. Under the latter plan, 
productive workers would be removed from the labor mar
ket upon reaching retirement age.

Under the British Plan, inasmuch as a mere “ subsistence” 
allowance is granted, emphasis is placed on personal respon
sibility and initiative to supplement the government pay
ment by personal savings and insurance. In the United 
States, however, there has been much agitation for a more 
“ adequate”  benefit to sustain a person’s standard of living. 
No one yet has been able to define “ adequacy” of benefits. 
If such adequacy is considered to be that advocated in the 
Murray-Kilgore Bill recently before Congress, and referred 
to previously in this report, there would certainly be no
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incentive to work with such benevolence to be had so easily. 
Such a policy, unlike the Beveridge philosophy, would sug
gest that less importance need be attached to personal initi
ative and foresight in building up private savings to meet 
one’s responsibilities and to supplement government bene
fits. We doubt very much that the American people, in
cluding the workers themselves, want any protection that 
would eventually supplant individual foresight with collec
tive foresight.-

Finally, the Beveridge Plan is but another step fin the 
continuing expansion of the British Social Insurance Plan 
over a period of many years. The American Plan, on the 
other hand, deviates from progressive development and 
modifications of the Social Security Program and would 
set up immediately a complete system of Social Insurance, 
under Federal administration, including new programs of 
temporary and permanent disability, medical care and hos
pitalization.

III. — Post-War Planning.

U n em plo ym en t  C o m pen satio n , a  “ Sh o ck -a b s o r b e r ”  in  
th e  P ost-W a r  P e r io d .

The important rôle wThich Unemployment Compensation 
will play in serving as a “ first line of defense” in the post
war period is generally recognized. As a cushion, or shock- 
absorber, the Unemployment Compensation Program is 
readily adaptable to meet the impact of unemployment to 
be expected in the post-war period. It was designed to 
meet problems of mass unemployment over w-hich individu
als have no control.

We have already experienced some unemployment due to 
cancellation and curtailment of war production contracts. 
While experts vary in their estimates of the length of the 
reconversion of industry to peace-time production, the gen
eral consensus seems to be that while we should be prepared 
for a substantial volume of temporary unemployment in 
the transition period, the periods of unemployment will be 
relatively short at the close of the European War, due to 
the probability of prompt re-employment in that produc-
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tion which is continued for Pacific War requirements in 
addition to civilian production.

Advance planning has been constantly under way in the 
Division of Employment Security to meet the load in Massa
chusetts. Administrative machinery and procedures have 
been streamlined for the most expeditious handling of the 
situation. The possibility of a more serious period of read
justment at the final conclusion of World War II has been 
constantly kept in mind in the Division’s post-war planning.

While no one really knows whether business immediately 
following the war will be good or bad, outstanding econo
mists appear optimistic for the maintenance of a high level 
of employment due to accumulated needs of American con
sumers. As some of the potentialities, they point out the 
large deferred demand for automobiles, durable household 
goods and new dwellings. In addition, business enterprises 
have greatly increased their liquid assets which should per
mit expansion of plant construction for additional produc
tion. They further point out that with the tremendous 
accumulation of purchasing power in the form of savings, 
if a prolonged depression follows the war in the United 
States, it will be because people are unwilling to spend their 
money to satisfy their needs. In addition to domestic re
quirements, much employment should be available to fulfill 
foreign trade requirements.

It is felt this high level of employment can be met by 
private enterprise, with the co-operation of those respon
sible for the determination of public policy in the State and 
in the national government. It has been repeatedly pointed 
out, however, that industry and business cannot be ex
pected to do the whole job of post-war rehabilitation. 
There are certain fields in which government can be of 
assistance, such as public works projects. These fill a vital 
gap if planned with a view to utilization of such labor as 
becomes available in recessional production periods.

V e t e r a n s ’ R e ad ju stm e n t  A l lo w a n c e s .
The “ G. I. Bill of Rights,” or “ Servicemen’s Readjust

ment Act of 1944,” passed by Congress and signed by the 
President of the United States on June 24, 1944, provides
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for Federal financing of unemployment readjustment allow
ances for returning veterans of World War II.

Under Title Y of this act, and by agreement thereunder 
with the Administrator of Veterans Affairs, the Division of 
Employment Security administers the payment of Read
justment Allowances to veterans in Massachusetts. Pro
visions concerning these allowances became effective Sep
tember 4, 1944. The allowances are paid for by the Federal 
government through a plan of reimbursement to the Divi
sion of Employment Security. Funds for these special 
alloAvances come out of the United States treasury and not 
out of the State Unemployment Trust Funds. All admin
istrative costs incurred by the Division of Employment 
Security in the administration of these allowances are 
paid out of the appropriation for Veterans Administration 
through allocation to Title III Funds under the Social 
Security Act for the administration of State Employment 
Security Agencies.

At the 1941 session, the Legislature enacted legislation 
freezing the benefit rights built up by veterans under the 
Massachusetts Employment Security Law prior to their 
entry into military service. Under the law, the Federal 
allowances must be paid and exhausted first before state 
payments apply. While such unemployment allowances for 
veterans, Federally financed, will have a favorable effect 
on the post-war solvency position of State Unemployment 
Funds, it is possible under many state laws, including 
Massachusetts, for a veteran to have exhausted his Federal 
allowances and still be eligible for benefits under the state 
law. This must therefore be considered in any projection 
of the Fund.

R e t u r n  op E m plo ym en t  Se r v ic e  to St a t e s .

Any post-war planning in the field of Unemployment 
Compensation must take into consideration the return of 
the State Employment Service to the Division of Employ
ment Security at the earliest possible time in order to rein
tegrate it with the Unemployment Compensation activities 
and policies under unified direction and control of the State.
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On January 1, 1942, at the request of the President of 
the United States, the Massachusetts State Employment 
Service, then one of the operating units of the Division of 
Employment Security, was loaned to the Federal govern
ment for the war emergency. While the Employment Serv
ice was first under the jurisdiction of the Social Security 
Board, it was later placed under the charge of the War 
Manpower Commission, where the responsibility still re
poses.

Among the basic functions of the Director of the Division 
of Employment Security is the responsibility of maintain
ing a free public employment service for the workers and 
employers of the Commonwealth. Unemployment Com
pensation benefits are not paid if jobs can be secured for 
the workers. Since the most effective administration of an 
Unemployment Compensation Program can be achieved 
only when it is geared to an Employment Service com
pletely unified with the Unemployment Compensation Pro
gram, the return of the Employment Service to state juris
diction is essential to such unification for post-war planning 
at the earliest possible date.

IV. — Proposed Legislation.

R ecom m en dation  fo r  Stre n g th e n in g  th e  B e n e f it  
St r u c t u r e .

In Massachusetts, the benefit structure has been liberal
ized as experience and actuarial soundness of the Fund 
permitted, and in the light of increases in costs of living and 
wage levels. Massachusetts has been consistently among 
the top States in the liberality of its benefit formula.

At the 1943 session of the Legislature, the maximum 
benefit rate was increased to *18. Under the present for
mula, Massachusetts’ workers receive in benefit payments 
an average of 67 per cent of their earnings based on the 
high quarter wage for those earning up to $26.88 a week, 
when it becomes less than 67 per cent. To effect a more 
equitable situation in this respect, the Advisory Council 
respectfully recommends the addition of two new rates of 
$19 and $20 to the present benefit rate table.
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I his will not only be in line with the ‘ ‘ two thirds of the 
wage’ concept of the Workmen’s Compensation Law, but 
will make uniform the maximum rate under both laws, — 
namely, $20.

It will be in line, too, with the rate of 820 adopted by 
Congress for unemployment readjustment allowances to 
returning veterans of World War IT under the G. I. Bill of 
Rights enacted in June of 1944.

It will be noted that only one State provides a higher 
weekly maximum benefit, — namely, $22. This rate is re
strictive, however, in that it is dependent on the size of 
the respective State Fund. Massachusetts, on the other 
hand, is among those States which pay a higher percentage 
of benefits to earnings by basing the rate on the high quarter 
wage. The Massachusetts law also permits the eligibility 
of more persons to benefits, due to its coverage of one or 
more, and also due to its low earnings eligibility require
ment of $150 in the base year. Massachusetts has one of 
the lowest earnings requirements among all the States.

The Massachusetts law permits the payment of benefits 
up to a maximum of twenty weeks, or almost five months. 
In this respect, also, Massachusetts is among the most lib
eral, in that only two state laws provide for a longer maxi
mum duration than twenty weeks within any benefit year. 
One of these States has a longer waiting period, however, 
and neither of them permits the coverage of as many indi
viduals as Massachusetts. While both of these States cover 
employers of four or more, Massachusetts covers employ
ers of one or more. Massachusetts has a one-week waiting 
period, as it has been felt by this Advisory Council and by 
the Legislature in the past that the worker was more in 
need of benefit payments at the beginning of his unem
ployment. In this respect, considerable liberalization has 
been made in Massachusetts, as the original waiting period 
at the inception of the program was four weeks. It must 
be remembered, too, that most of the civilian war workers 
in Massachusetts will undoubtedly draw the maximum 
weekly rate of benefits due to high earnings in war pro
duction, and that they can draw these benefits for the
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maximum of twenty weeks, or almost five months, if un
employed that long and otherwise eligible.

From the above, it is evident that the basic benefit for
mula in Massachusetts has been materially strengthened. 
With the exception of the change recommended, namely, 
the addition of two new rates of $19 and $20, the Advisory 
Council is not making any other recommendation of fun
damental change to the Legislature at this time, as it feels 
Massachusetts has a sound benefit structure.

If the above recommendation is adopted, it would require 
amendments to the following sections of the present law, 
and the Advisory Council recommends these amendments:

(1) Substitution for Subsection 29(a) of Chapter 151 A, as amended by 
Section 5 of Chapter 584, Acts of 1943.

Se c t io n  29. (a) An individual in total unemployment and otherwise 
eligible for benefits shall be paid for each week of unemployment an amount 
based on the highest quarterly wage of his base period as provided in the 
following table: —
Total Wages Paid 

in Highest Quarter.

$119 99 or less 
120 00-$139 99 . 
140 00- 159 99 . 
160 00- 179 99 . 
180 00- 199 99 . 
200 00- 219 99 . 
220 00- 239 99 . 
240 00- 259 99 . 
260 00- 279 99 . 
280 00- 299 99 . 
300 00- 319 99 . 
320 00- 339 99 . 
340 00- 359 99 . 
360 00- 379 99 . 
380 00 and over .

Weekly 
Benefit Rate.

$6 00
7 00
8 00 
9 00

10 00 
11 00 
12 00
13 00
14 00
15 00
16 00
17 00
18 00
19 00
20 00

(2) Addition to Subsection 14(b) ( 2)  of Chapter 151A, as amended by 
Section 1 of Chapter 534, Acts of 1948.

Paragraph (2) of subsection 14 (b) of said chapter one hundred and 
fifty-one A of the General Laws, as most recently amended by section 
one of chapter five hundred and thirty-four of the acts of nineteen hun
dred and forty-three, is hereby further amended by striking out the



99 HOUSE — No. 1680. [Feb.

period at the end of said paragraph and substituting a semicolon and 
adding the following: —  provided, that on and after April first, nineteen 
hundred and forty-five, benefit wages charged against each employer shall 
include that part of wages not in excess of thirteen hundred dollars paid 
by him in a base period., — so that said paragraph will read as follows: — 
(2) When, in any calendar year, beginning not earlier than nineteen 
hundred and thirty-nine, a worker is paid benefits for the first compensable 
week of unemployment with respect to the benefit year to which the claim 
applies, his wages from each employer during his base period shall be 
termed “ worker’s benefit wages,”  and shall be treated for the purposes 
of this subsection as if they had been paid in the year in which the first 
week of benefits is paid. “ Worker’s benefit wages,”  when used with 
respect to benefits paid for the first compensable week of unemployment 
on claims originally arising in the year nineteen hundred and thirty-nine, 
or in the years nineteen hundred and forty, nineteen hundred and forty- 
one, nineteen hundred and forty-two and prior to April first, nineteen 
hundred and forty-three, shall include the wages not in excess of one 
thousand dollars in those quarters upon which the benefits available to 
the claimant were computed, assignable to its respective year of nineteen 
hundred and thirty-nine to nineteen hundred and forty-three, inclusive, 
in accordance with this subsection. For the purposes of this subsection, 
and effective as of April first, nineteen hundred and forty-three, benefit 
wages charged against each employer shall include only that part of wages 
not in excess of twelve hundred dollars paid by him in a base period; 
provided, that on and after April first, nineteen hundred and forty-five, 
benefit wages charged against each employer shall include that part of 
wages not in excess of thirteen hundred dollars paid by him in a base 
period.

V. — Major Liberalizations in the Massachusetts Employment 
Security Law since 1939.

There has been considerable liberalization in the benefit 
structure since 1939, a brief summary of which follows:

L ib e b a l iz a t io n s  t o  E m p l o y e e s  i n  B e n e f i t s .

Weekly Benefit Rate.

Minimum. Maximum.

Prior to 1939 ................................................................................... So $15
1939 .................................................................................................... 6 15
Since 1943 . . . . . . . . . . . 6 18

As of October 1, 1940, partial benefits were paid.
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Maximum Amount of Benefits.
■ 30 per cent of wages in base period (calendar

year preceding benefit year), or twenty times 
the benefit rate, whichever is the lesser.

Average Weekly Rate and Potential Duration of Individuals Filing Claims.

Average 
Weekly Rate.

Average 
Potential 

Duration (Weeks).

Prior to April 1, 1940 .......................................... S10 41 10.4
April 1, 1940, to March 31, 1941 . . . . 10 45 17.4
April 1, 1941, to March 31, 1942 ................................. 10 69 16.8
April 1, 1942, to March 31, 1943 ................................. 11 61 17.5
April 1, 1943, to March 31, 1944 ................................. 16 13 17.2
April 1, 1944, to September 30, 1944 . . . . 16 35 17.2

1935 .
1937 .
1938 .
1939 . 
Since 1941

Waiting Period.

4 weeks, consecutive 
3 weeks, consecutive 
2 weeks, consecutive 
2 weeks, cumulative 
1 w eek1

1939
Since 1941

Wage Qualification.
• 25 times the benefit rate.

Flat amount of $150 in base period (calendar 
year preceding benefit year) required to 
qualify for benefits.

This low eligibility earnings requirement brings 
under coverage of the law many workers who 
would otherwise not qualify for benefits, such 
as seasonal workers and short-time workers.

In addition to the above, considerable savings to em
ployees have accrued, due to the elimination of employee 
contribution under the law.

1 Two w’eeks partial equal 1 week total.
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L ib e r a l iz a t io n s  t o  E m p l o y e r s  b y  R e d u c e d  R a t e s  o f  C o n t r ib u t io n s .

Rate Paid 
(Per Cent).

Estimated
Reduction.

Prior to 1939 . . . . . . . . 2. 7
1942 (when reduced rates became effective) 125,630,300

Average rate paid by all employers . . . 1.5
Average rate paid by those receiving reduced rates 1.32

1943 ............................................................................................ 35,782,000
Average rate paid by all e m p lo y e r s .................................. 1.3
Average rate paid by those receiving reduced rates 1.08

1944 .......................................... 44,700,000
Average rate being paid by all employers . . . . 1.0
Average rate being paid by those receiving reduced rates . .72

L ib e r a l iz a t io n  in  C o v e r a g e  o f  W o r k in g  P o p u l a t io n .

Coverage
Included.

Number of 
Employers 
Covered.

Estimated 
Number of 
“ Covered” 

Workers,
September, 1944.1

Per Cent of 
Estimated 
1,838,000 

in Employed 
Labor Force, 

September, 1944.

Prior to 1939 8 or more 17,150 1,240,000 67.5
1939 . 4 or more 28,900 1,300,000 70.7

Since 1943 1 or more 73,875 1,370,000 74.52

1 Number of workers with wage credits as of September, 1944, and potentially eligible to draw 
benefits.

Eliminating the Federal government employees, the self-employed, unpaid family workers, 
and interstate railroad employees, whom it would never be possible to cover under the law, this 
figure would be increased to 87 per cent of the total labor force possible of coverage under the 
law.

VI. — Federal-State Relations.

C l a r ific a t io n  of F e d e r a l -S tate  A d m in ist r a tiv e  D uties 
u n d e r  U n em plo ym en t  C o m pen satio n  P r o g r a m .

Unemployment Compensation is perhaps the most signifi
cant development of Federal-State relations in our govern
mental structure. It is a co-operative venture within the 
Social Security Program, and is the only measure under the 
program where administrative expenses are financed wholly 
from Federal grants for the administration of a state law. 
Precise delegation and limitation of duty, authority and
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responsibility of Federal administrative officers under the 
Unemployment Compensation Program have not been 
defined by Congress, however. The Council feels such 
clarification of responsibility both advisable and necessary 
in the interests of a proper relationship between the Federal 
and state government in this program.

The ideal Federal-State relationship in this field would be 
one of the Federal government using its financial and legis
lative resources to stimulate national development and there
after assuming the rôle, through its representative, the 
Social Security Board, of counsellor and helpful supporter 
of a co-operative enterprise in the preservation of our 
democratic form of government.

A d m in ist r a tiv e  R e v ie w .

A clarification of duties and powers of the Federal Agency 
in the Unemployment Compensation Program, as mentioned 
above, would be helpful in such issues as that which arose 
recently in the question of permitting the Social Security 
Board to make an actual review of state administration in 
Emploj^ment Security Agencies.

In the determination that an analysis of the results of 
state operations was necessary and pertinent to the con
tinued certification of State Employment Security Laws and 
grants for administrative purposes in connection therewith, 
the Social Security Board has inaugurated what is called an 
“ Administrative Review’ ” of the administration of State 
Employment Security Agencies. In order to pass upon 
such administration of State Agencies, the “ Administrative 
Review” procedure provides for actual entrance by the 
Board’s representatives into State Agencies, and reviewing 
the state procedures and actual operations, including the 
scoring of individuals performing the operations.

The Massachusetts Division of Employment Security, 
through its Director, vdiced opposition to such a review of 
the administration of the Massachusetts Employment 
Security Agency on the grounds that such a review was not 
necessary, in that the Board already possessed procedural 
and operational reports, including statistical and budgetary
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explanations, to permit the Board to evaluate the Agency’s 
administration without actually entering the State’s “ house” 
and passing upon the State’s prerogative and function, — 
namely, the administration of a state law.

Under such an assumption of power, the Board claims 
the responsibility for the efficiency of the state administra
tion and the right to thus supervise and control it, to which 
the Director of the Massachusetts Division of Employment 
Security takes exception. Without admitting the right 
of the Social Security Board to so dominate and control a 
sovereign State’s prerogative, representatives of the Board 
were permitted to visit the Massachusetts Agency to make 
its so-called “ review” of state administration in the Division 
of Employment Security.

In transmitting a copy of his report to the Bureau of 
Employment Security in Washington on the results of the 
review of the administration of the Massachusetts Division 
of Employment Security, the Regional Representative of 
the Bureau took occasion to comment to the Director of 
the Massachusetts Division of Employment Security as 
follows :

The report is limited to an attempt to provide an orderly, balanced 
observation of the significant elements in the administration of a state 
law. For instance, the descriptions in the report of your procedures are 
very incomplete, and I have suggested to my Washington office that they 
refer to the available detailed written procedures for the complete infor
mation. Further, the report does not adequately present the high degree 
of leadership, morale, caliber of personnel and smooth-working relation
ships that achieved the present high level of performance.

The Director of the Division of Employment Security has 
informed the Council of the very tactful and co-operative 
manner in which the Regional Representative conducted the 
review. Notwithstanding the very favorable comment of 
the Regional Representative of the Bureau as to the standard 
of performance in the Massachusetts Division of Employ
ment Security, a clarification by Congress as to the specific 
duties of the Social Security Board in the Federal-State 
Unemployment Compensation Program would seem to be 
necessary in the interest of a more harmonious relationship.
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VII. — Activities of Division of Employment Security.

B e n e f it  P ro g r a m .

Benefit payments in the twenty-two months from Decem
ber 1, 1942, through September 30, 1944, were less than in 
any similar period since benefits were first paid in 1938. In 
the twenty-two months under review they aggregated $4,- 
809,537. This was less by $1,464,229.75 than the amount 
credited during the period to Massachusetts in the Un
employment Trust Fund as earnings on investmehts. The 
following tabulation shows the amount of benefit payments 
distributed to claimants during the period:

December, 1942  $297,210
January to December, 1943 . . . .  2,370,196
January to September, 1944 . . . .  2,142,131

T o t a l ................................................................. $4,809,537

Chart I shows the distribution of benefit payments by 
months. The lowest point since the beginning of benefit 
payments in 1938 was reached in October, 1943, when $128,- 
692 was distributed.

The small amount' of benefit payments seems even more 
significant when it is realized that the rate schedule appli
cable to claims filed on and after April 1, 1943, was consid
erably more liberal than the one in effect before that date. 
In accordance with the present schedule the maximum bene
fit rate was raised from $15 to $18, and in general all other 
rates were increased by $2.

The average benefit check for total unemployment has 
been increasing steadily, as seen in the tabulation below. 
This is the result, in part, of increased benefit credits due 
to large earnings in the base year, and in part to the liberal
ization of the benefit formula referred to above.

Average Benefit Check 
for Total Unemployment.

December, 1942 .........................................................$12 26
January to December, 1943 ................................  13 71
January to September, 1944 ................................  16 10

A study of the duration of benefit payments in the three 
benefit years, 1940-1941, 1941-1942, and 1942-1943 showed
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that the average potential duration has not changed signifi
cantly. On the other hand, the per cent of claimants who 
exhausted their benefits has decreased by more than half. 
Labor market conditions in 1942-1943 are responsible for 
the fact that less than one in seven of those who filed claims 
in the benefit year 1942-1943 exhausted his benefit credits.

Average Potential Duration.

Benefit Y e a r .

1940-1941
(Weeks).

1941-1942
(Weeks).

1
1942-1943
(Weeks).

All r a t e s ................................. 17.4
.

16.8 17.5

6 .................................................. 14.6 14.4 13.7
7 .................................................. 17.0 16.4 15.9
8 .................................................. 17.5 16.9 16.5
9 .................................................. 17.7 16.7 16.2

10 .................................................. 17.8 17.1 17.3
n .................................................. 17.8 17.2 17.4
12.................................................. 18.5 17.1 17.8
13......................................... ' 17.8 16.9 17.7
14.................................................. 17.6 16.5 17.9
15..................................................| 18.6 • 17.8 19.0

Per Cent of Claimants Exhausting Benefits.

B enefit Y e a r .

1940-1941
(Per Cent).

1941-1942
(Per Cent).

1942-1943
(Per Cent).

All r a t e s ................................. 29.0 23.6 14.0

6 .................................................. 40.1 29.7 20.0
7 .................................................. 31.4 25.3 21.6
8 .................................................. 30.7 24.3 16.2
9 .................................................. 29.3 26.9 16.7

10.................................................. 23.5 23.6 15.4
11.................................................. 27.3 23.8 15.7
12.................................................. 25.6 25.3 15.9
13 .................................................. 24.4 22.5 13.8
14.................................................. 27.4 23.5 14.4
15 .................................................. 23.8 18.5 9.2
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P ro m ptn ess  in  P a y m e n t  of B e n e f it s .

In order for the compensation check to be of maximum 
benefit to the claimant, it should reach him at about the 
same time as he would have received his pay check if he had 
been employed. One of the tests of the overall efficiency 
of an Unemployment Compensation Agency is the measure 
of its punctuality in the payment of benefits. To pay bene
fits within the required period, the Unemployment Com
pensation Agency must have the worker’s wage record for
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the base period ready and waiting in its files for the filing 
of the claim, and must have in operation procedures for 
the processing of claims and warrants which will ensure 
speedy and accurate determination of benefit rights and 
the prompt issuance of the check.

i hat this object is being accomplished in Massachusetts 
is emphasized in the following tabulation, which compares 
this State’s experience with that of eight other States of 
comparable size and industrial pattern, as shown in tables 
published by the Bureau of Employment Security.

It will be noted that Massachusetts leads all of these 
States in paying benefits promptly, and is well above the 
nation-wide average. (The foregoing comparison shows pay
ments made in less than two weeks; in prior years when 
the record for payment within the first week was shown 
separately, the Massachusetts record was even more out
standing.)

rime Lapse in Intrastate Benefit Payments for Total Unemployment for 
Selected States, April to June, 1944.

St a t e .

N u m b e r  of  
P a y m e n t s .

P e r  C è n t . o f  P a y m e n t s  m a d e  i n  —

LESS THAN TWO WEEKS. SIX WEEKS OR MORE.

First
Payments.

Second 
and Sub
sequent 

Payments.
First

Payments.
Second 

and Sub
sequent 

Payments.
First

Payments.
Second 

and Sub
sequent 

Payments.

All States 126,293 774,470 83.6 91.6 3.6 2.4

Massachusetts 6,911 31,202 94.0 97.5 1.2 1.0

Pennsylvania 5,400 26,080 90.2 95.7 3.1 1.5
California 11,289 123,573 89.1 94.4 2.1 1.7
Connecticut . 3,635 9,792 83.6 89.9 3.4 2.1
New York 26,801 130,622 92.7 92 2 2.0 3.2
Illinois . 18,266 72,883 82.5 88.7 2.4 1.4
Michigan 9,229 64,777 69.5 88.6 6.1 2.1
New Jersey . 7,544 48,828 59.9 87.0 7.9 4.8
Ohio 2,480 17,347 61.3 85.9 | 8.0 4.4

Of the States included in the above comparison, four 
(California, New York, Ohio and Pennsylvania) , have a
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frli two-week waiting period in which to prepare the claim for 
; benefits, while Massachusetts and the other States cited 
N have only one.

D isputed  C l a im s .

Up No final determination of a claim for benefits is made 
,, until the employer has had an opportunity to protest 
ite against its allowance and the claimant has had an opportu- 
II nity to object to the preliminary determination issued by 

the Central Office. The most recent employer is notified 
. when a claim for benefits is filed, and it is obligatory for the 
. employer to notify the Director if he has reason to believe 

that there has been misrepresentation or has other reasons 
I which might affect the allowance of the claim.

All claims on which the reason for separation, as stated 
by the claimant, indicates possible ineligibility, all claims 
to which the employer has raised objection, all disputes 
with respect to wage records, and all cases involving dis- 

: qualification for refusal to apply for or to accept suitable 
employment, or for other reasons, are referred to the De- 

- termination and Adjustment Division in the Central Office 
 ̂ for decision.

Table I shows the distribution of disputed claims han
dled in the Determination and Adjustment Division during 
the period covered by this report. It will be seen that the 
ratio of disputed claims to initial claims has been increasing 
rapidly until, in 1944, disputed claims represented more 

. than half of the initial claims taken.
j

T o t a l  D is p u t e d  C l a i m s .

1944 (through September 30) 
1943 . . . .
1942 . . .
1941 . . . .

Number. Per Cent of 
Initial Claims.

29,005 55.8
30,496 39.8
80,904 32.0
92,234 23.4

About 47 per cent of the disputed claims disposed of in 
the twenty-two months under review were those in which 
the reason for separation as stated by the claimant gave
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rise to the question as to whether he might have quit vol
untarily, have been discharged for misconduct, or in some 
other manner have become ineligible for benefits. This 
type of dispute represented 26 per cent of initial claims in 
1944, while in 1941 the ratio was only 10 per cent. This 
increase is mainly attributable to greater industrial activity 
which has resulted in increasing the number of voluntary 
separations.

The increased demand for labor is also largely respon
sible for the increase in the ratio of disqualification cases 0  
to initial claims. Claimants not actually seeking work can 
be much more readily identified when the employment 
office has available openings to which to offer referral.

Employer objection to the allowance of the claim con
stituted the next largest group. This type of dispute has 
also been increasing, partly due to the increased “ quit rate” 
referred to above, and partly to increased employer co
operation in advising the Division whenever there is reason 
to challenge the allowance of the claim. With reduced con
tribution rates under experience rating provisions of the 
law, employers are on the alert to prevent benefit payments 
to claimants not legally entitled to receive them.

There was an increase in the ratio of labor dispute cases 
in 1943 and the early part of 1944. This was mainly at
tributable to two labor disputes in the textile industry.

Appeals to. the Board of Review from decisions of the 
Determination and Adjustment Division totaled 9,163, or 
14.8 per cent of the claims disposed of by that Division.
The labor disputes referred to above were responsible for 
this large number of appeals. About 19 per cent of the 
appeals were withdrawn. As shown elsewhere in this report 
the determinations of the Director as represented by the 
Determination and Adjustment Division were affirmed in 
77 per cent of the decisions of the Board of Review. |\
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A ppeals  befo re  B oard  of R e v ie w .

At the beginning of December, 1942, there were 903 
appeals pending before the Board of Review. During the 
twenty-two months from December 1, 1942, to October 1, 
1944, 9,163 additional appeals were received. A total of 
9,706 appeals were disposed of, leaving 360 pending as of 
October 1, 1944. The appeals which were disposed of by 
the Board are analyzed as follows:

D e c e m b e r , J a n u a r y  t o j D e c e m b e r , 1942,
1942. D e c e m b e r , 1943. S e p t e m b e r . 1944. TO

S e p t e m b e r , 1944.

Num
ber.

Per
Cent.

Num
ber.

•Per
Cent.

Num
ber.

Per
Cent.

Num
ber.

Per
Cent.

Total appeals dis
posed of.

321 100.0 3.658 100.0 5,727 100.0 9,706 100.0

Decisions rendered 188 58.6 2,310 63.1 4,716 82.3 7,214 74.3
Appellant with

drawals and de-
117 36.4 1,067 29.2 823 14.4 2,007 20.7

faults.
Other dispositions . j 16 5 .0 281 7 .7 188 3 .3 485 5 .0

A large proportion of the appeals received by the Board 
of Review were cases involved in a labor dispute in the 
textile industry. This is shown in the following tabulation 
of the type of issue involved in decisions. Next to labor 
dispute cases the most important groups included decisions 
involving questions of ability, availability, etc., and volun
tary quittance.
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D e c e m b e r ,
1942.

Ja n u a r y  t o  
D e c e m b e r , 1943.

J a n u a r y  t o  
S e p t e m b e r , 1944.

D e c e m b e r , 1942, 
TO

S e p t e m b e r , 1944.

Num
ber.

Per
Cent.

Num
ber.

Per
Cent.

Num- ! 
ber. 1

Per
Cent.

Num
ber.

Per
Cent.

Total d e c i s i o n s  . 188 100 .0 2 ,3 1 0 100.0 4 ,7 1 6  ! 100.0 7 ,2 1 4 100.0

Claim and registra
tion.

Suitable work
1 0 .5 22 1.0 18 0 .3 41 0.6

6 3 .2 303 13.1 204 4 .3 513 7.1

Voluntary quit 106 56.4 573 24.8 405 8 .6 1,084 15.0

Misconduct . 17 9.1 80 3 .5 64 1.3 161 2.2

Labor dispute 4 2 .1 655 28.4 3,378 71.6 4,037 55.9

Ability, availabil- 45 23.9 636 27.5 623 13 2 1,304 18.1
ity, not unem
ployed.

Other remuneration _ _ 8 0 .3 8 0 .2 16 0.2

Wage credits . 8 4 .3 24 1.0 14 0 .3 46 0.6

Coverage 1 0 .5 9 0 .4 1 0 .1 11 0.2

Fraud . - - - - 1 0.1 1 0.1

The sudden receipt of over 3,600 labor dispute cases en
tailed a vast amount of paper work which necessarily resulted 
in the delayed processing of decisions. It is therefore espe
cially noteworthy that approximately a quarter of all de
cisions were rendered within sixty days of the receipt of 
the appeal.

D e c e m b e r ,,
1942.

J a .n u a r y  t o  
D e c e m b e r , 1943.

J a n u a r y  to  
S e p t e m b e r , 1944.

D e c e m b e r , 1942.
TO

S e p t e m b e r , 1944.

Num
ber.

Per
Cent.

Num
ber.

Per
Cent.

Num
ber.

Per
Cent.

Num
ber.

Per
Cent.

Total d e c i s i o n s  . 188 1 00 .0 2 ,3 1 0 1 00 .0 4 ,7 1 6 100 .0 7 ,2 1 4 100.0

0 -30  d a y s - - 216 9.4 446 9 .5 662 9.2

31-45 d a y s 1 0 .5 255 11.0 390 8 .3 646 9.0

46-60 d a y s 4 2 .1 273 11.8 184 3 .9 461 6.4

61-90 d a y s 53 28.2 430 18.6 129 2 .7 612 8.5

91-180 d a y s  . 124 66.0 928 40.2 3,534 74.9 4,586 63.5

Over 180 d a y s 6 3 .2 208 9 .0 33 0 .7 247 3 .4
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ihe Director’s determination was affirmed in 77 per cent 
of the decisions of the Board. In the case of employer 
appeals, however, in which the claims had been previously 
allowed, the Director’s determination was reversed in sixty- 
three per cent of the decisions.

D e c e m b e r , 1 J a n u a r y  t o D e c e m b e r , 1942,
1942. D e c e m b e r , 1943. TO

S e p t e m b e r , 1944.

Num- Per Num- Per | Num- Per Perbor. Cent. J ber. Cent, j ber. j Cent. ber. Cent.

Total decisions 156 100.0 ||! 2,218 100.0 4,627 100.0 7,001 100.0on claimant ap
peals.

!

No modification in 
claimant’s favor.

112 71.8 ¡I 1,376 62.0  j 3,988 j 86.2 I 5,476 78.2
Modification in 

claimant’s favor.
44 28.2 [1 842 38.0 639 13.8 ;

! 1 
1 1

1,525 21.8

D e c e m b e r , J a n u a r y  t o J a n u a r y  t o D e c e m b e r , 1942,
1942. D e c e m b e r , 1943. S e p t e m b e r , 1944. S e p t e m b e r , 1944.

Num- Per Num- Per Num- Per Num-ber. Cent. ber. Cent. ber. Cent. ber. Cent.

Total decisions 32 100.0 92 100.0 89 100.0 213 100.0on employer ap
peals.

No modification 7 21.9 34 I 3 7 .0  ! 37 41 .6 78 36.6against claimant’s 
interest.

Modification against 
claimant’s inter-

25 78.1 ; 58 | 5263.0  i 58.4 135 63.4

est.
—

The Board of Review acts as agent in out-of-state cases, 
conducting hearings and making transcripts of testimony. 
Since this function became a part of the procedure for the 
Board of Review in May, 1943, 36 interstate interrogatories 
have been disposed of.

In addition to benefit cases the Board of Review has 
jurisdiction of appeals by employers with respect to their 
status as determined by the Director. During the period 
covered by this report 143 status cases were decided by the 
Board.
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The facilities of the Board of Review have also been made 
available to veterans who wish to appeal their claims for 
readjustment allowances under the Servicemen’s Readjust
ment Act of 1944.

E m p l o y e r  and  E m ployee  C o v e r a g e .
At December 1, 1942, there were on file with the Division, 

35,558 employers who were subject to the Massachusetts 
Employment Security law. For the most part, these repre
sented establishments employing four or more individuals. 
In 1941 the law was amended to extend coverage, as of 
January 1, 1943, to establishments employing one or more 
individuals in covered employment in Massachusetts. Fol
lowing this amendment the number of subject employers 
was practically doubled, and on December 1, 1943, totaled 
71,976. By September 30, 1944, this number had increased 
to 73,876.

The Division has made an annual estimate, based on a 
representative sample, of the number of individuals who 
have earned wages in covered employment during the 
calendar year. The number of workers with wage credits 
earned in 1943 was 18 per cent over the estimate for 1941. 
This increase was partly due to employment in war indus
tries and partly due to the extension of coverage mentioned 
above.

Year 1941 .........................................................  1,650,000
Year 1942 .........................................................  1,865,000
Year 1943 .........................................................  1,950,000

When the above totals are compared with the highest 
number reported in any one month by subject employers 
for end-of-the-month pay rolls throughout the above period, 
1,420,200 in June, 1943, it will be realized that there is a 
very considerable number of individuals who, for various 
reasons, are in and out of covered employment in Massachu
setts during a given year.

E x p e r ie n c e  R atin g  in  1944, 1943 and 1942.
The experience rating provisions of the Massachusetts 

Employment Security law became effective for the first
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time m 1942. The current year is therefore the third year 
' m which reductions in contribution rates have been allowable 

to qualified employers.
In the past three years drastic decreases in benefit pay

ments, and the accompanying increases in taxable pay rolls 
resulting from war activities, have been reflected in greatly 
reduced contribution rates under the experience rating 
program. Average rates for rated employers (•i.e., employers 
subject to the law for the qualifying period) as comoared 

. with the standard rate of 2.7 per cent were as follows:
Y  EAR

1942
1943
1944

Under the pertinent section of the law, before an em
ployer may have his contribution rate determined on the 
basis of his ‘ 'benefit experience,”  three consecutive calendar 
years must have elapsed throughout which his account was 
chargeable with benefit wages of claimants drawing benefits 
Accordingly, the qualifying dates of subjectivity were as 
follows:

Per Cent.
1.32
1.08
.72

Y e a r  w h e n  E x p e r ie n c e  
R a t in g  F ir s t  a p p l ie d .

1942 . . . .
1943 . . . .
1944 .

for the three years under 
employers were as follows:

Subjectivity must have 
begun Prior to —

October 1, 1938 
. October 1, 1939 

January 1, 1940

review, the numbers of rated

Y e a r .

1942
1943
1944

Number.
16,727 
27,206 
25,855 1

1 The decrease in the number rated for the year 1914 as compared A T A  A T
counted for by the change to the uniform benefit year as of April 1, 1940 °In“ order for T  
employer to have been chargeable with benefit wages "throughout” the year 1941 it wouW 
have been necessary for him to have had employees in covered a im ln™ . * ■ V r * d
mo. Employers subject to the law prior to October 1, 1939, could have been charged withben^ 
fit payments beginning January 1, 1940, and were therefore eligible for exnerienc r  n “  
mug in 1943. Accordingly, the only additions in 1944 to the £oup Tn »43 gI"
employers becoming subject to the law between October 1, 1939 and Januarv 1 loan ^  Z*™  
months' period. On the other hand, the deletions from tie  list of ratd emnlnv A V "" 
1943 and 1944 included all employers going out of business after January 1 1943 between 
period. ’ ’ a IUIl-year



For all employers (both rated and unrated) the average 
contribution rates were as follows:

Y e a r . Per Cent.
1942 ........................................................................ 1.5
1943 .................................................................................. 1-3
1944 ..................................................................................  1-01

1 Estimated.
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The per cent of rated employers entitled to rate reduc
tions in each of the three years is indicated in the following 
tabulation:

R a t e .

1944. 1943. 1942.

Num
ber.

Per Cent 
of Total.

Num
ber.

Per Cent 
of Total.

Num
ber.

Per Cent 
of Total.

Totals — all rates . 25,855 100.0 27,206 100.0 16,727 100.0

• 5 % .......................................... 15,747 60.9 10,813 39.8 5,191 31.0

1 .0% .......................................... 4,106 15.9 4,623 17.0 2,869 17.2

1.5% ......................................... 1,995 7.7 2,269 8.3 2,007 12.0

2 .0 % .......................................... 1,140 4.4 2,298 8.5 1,442 8.6

2 .5 % .......................................... 664 2.6 1,614 5.9 1,114 6.7

2 .7 % .......................................... 2,203 8.5 5,589 20.5 4,104 24.5

It will be noted that more than three fourths of the 
employers rated for the year 1944 were entitled to the 
lowest rates of .5 per cent and 1.0 per cent, and that only 
8.5 per cent failed to qualify for some reduction in rate.

The effect of these reductions in rates is reflected in 
corresponding decreases in contributions received from em
ployers. For the three years affected, as compared with 
the year 1941, estimated total contributions and estimated 
reductions were as follows:

Y e a r .
Total 

Taxable 
Pay Roll.

Yield 
at 2.7 

Per Cent.

Estimated
Contribution

Receipts.
Estimated
Reduction.

1 9 4 1 ................................. §1,786,051,800 $48,223,400 $48,223,400 -

1942 .................................. 2,179,945,400 58,858,500 33,228,200 $25,630,300

1943 .................................. 2,522,573,600 68,109,500 32,327,500 35,782,000

1944 (estimated) 2,630,000,000 71,010,000 26,310,000 44,700,000
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Analysis by size-of-pay-roll revealed that the larger estab
lishments consistently qualified for greater rate reductions 
than did the smaller ones, as the following summary shows:

Size-of-Pat-R oll.

1944. 1943. 1942.

Number 
of Es

tablish
ments.

Average
Contri
bution
Rates.

Number 
of Es

tablish
ments.

Average
Contri
bution
Rates.

Number 
of Es

tablish
ments.

Average
Contri
bution
Rates.

Total — all rated establish
ments. 25,855 .72 27,206 | 1.08 46,727 I 1.32

1
Below $5,000 . . . . 6,017 1.18 6,798 1.721 2,279 1.56

$5,000- $9,999 5.687 .99 6,557 1.32 : 2,711 1.70
10,000- 19,999 5,226 .88 5,435 1.25 I 4,020 1.51
20,000- 49,999 4,499 .86 4,395 1.24 4,053 1.42
50,000- 99,999 1,881 .82 1,836 1.24 j 1,738 1.42

100,000-999,999 . . . [ 2,239 .79 1,924 1.21 1,751 1.45
1,000,000 and over 306 .63 214 .90 175 1.13
Unclassified .

’  1
47 -  j

-

mu yair law ©scaDlisaments m the below «5,000 group”  were principally Massachusetts 
th T s t^  r P yerS,SUi >J: Ct t0 the be°aUSe ° f in other StatL In 1943 anT m l
wo T  T  f 'v“ P m0lUd6d mdePeadeDt Massachusetts establishments employing four to seven 
workers which became newly subject to the law in 1939. It would appear that this •
responsible for the higher average rate for the smallest group in SSZ X “ th 1̂ 2
industry groups 6eyearS W e  h6“  “  the rateS *PP“ «M e to major

Chart II compares graphically the average rates for rated 
employers for the three years under review for the various 
industry divisions and for certain selected major industry 
groups- Table II shows the average rates for rated em
ployers m each of the major groups and the estimated savings 
to the industry for the year 1944.

It will be observed that the industry division having the 
lowest average contribution rate for the year 1944 was that 
comprising transportation, communications and utilities 
companies, whose rates averaged .56 per cent, while the 
highest average rate for any industry division was found 
in the group comprising agriculture, forestry and fishing 
industries — 1.18 per cent.

As labié II shows, several very important industry 
groups have average rates for the year 1944 which approxi
mated the minimum rate of .5 per cent, indicating that
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substantially all employers in the group qualified for the 
lowest rate.

As might be expected, the highest average rates were 
found in industries subject to seasonal unemployment, such 
as tobacco manufacturing, apparel manufacturing, shoe and 
leather manufacturing, etc.
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T a b l e  II. —  R ated  A ccou n ts , A verage C ontribu tion  R ates, and Estim ated  
R edu ction s f o r  1944, by In d u stry .

[Based on 1943 taxable pay roll.]

I n d u s t r y . Rated
Accounts.

Average 
Contri
bution 
Rate.1

Estimated 
Amount of 
Reduction.

Total, all i n d u s t r i e s .......................................... 25,855 .72 $44,700,000

Agriculture, forestry and fishing 135 1.18 20,000

00 to 06, and 07 Agriculture . . . . . 124 1.24 18,000

08 Forestry . . . . . . . 1 2.00 -
09 F i s h i n g ........................................................... 10 .50 2,000

Mining 68 1.07 40,000

10 to 14 Mining and quarrying . . . . 68 1.07 40,000

C o n s t r u c t io n .......................................................... 1,906 1.12 900,000

15 Building construction, general contractors 514 1.31 260,000

16 General contractors, other than building . 194 .96 260,000

17 Construction, special trade contractors 1,198 1.08 380,000

M a n u f a c t u r i n g .................................................. 5,334 .71 30,600,000

19 Ordnance and accessories . . . . . 28 .76 830,000

20 Food and kindred products . . . . 574 .75 1,200,000

21 Tobacco . . . . . . . . 15 1.95 5,000

22 Textile, mill products . . . . . 449 .95 4,325,000

23 Apparel and other finished products . 609 1.54 600,000

24 Lumber and timber basic products 80 .82 45,000

25 Furniture and finished lumber products . 344 .65 510,000

26 Paper and allied products . . . . 224 .57 1,310,000

27 Printing, publishing and allied industries 620 .66 850,000

28 Chemicals and allied products . . . . 242 .53 910,000

29 Products of petroleum and coal . . . . 12 .51 145,000

30 Rubber products . . . . . . 59 .65 1,150,000

31 Leather and leather products . . . . 509 1.27 1,400,000

32 Stone, clay and glass products . 133 .55 720,000

1 Weighted for amount of 1943 taxable pay roll at each rate.



1945.] HOUSE — No. 1680. 43

T a b l e  I I .  — R ated  A ccou n ts , A verage C ontribu tion  Rates, and E stim ated  
R edu ction s f o r  1944, by In d u stry  — Continued.

[Based on 1943 taxable pay roll.]

In d u s t r y . Rated
Accounts.

Average 
Contri
bution 
Rate.1

Estimated 
Amount of 
Reduction.

33 Iron and steel and their products 379 .57 $3,000,000
34 Transportation equipment (except automobiles) 54 .52 3,000,000
35 Non-ferrous metals and their products 216 .61 680,000
36 Electrical machinery . . . . . . 93 .52 4,650,000
37 Machinery (except electrical) . . . . 400 .51 4,100,000
38 Automobiles and automobile equipment 16 .63 20,000
39 Miscellaneous manufacturing industries 278 .64 1,150,000

T r a n s p o r t a t i o n ,  c o m m u n i c a t i o n  a n d  u t i l i t i e s  . 1,059 .56 2,900,000

41 Street railways and bus lines . . . . 29 .50 640,000
42 Trucking and/or warehousing for hire 660 .59 560,000
43 Other transportation, except water transporta- 159 .56 165,000tion.
44 Water transportation . . . . . . 21 1.37 8,000
45 Other services allied to transportation 67 1.19 105,000
46 Communication: telephone, telegraph, etc. 10 .50 745,000
48 Utilities: electric and gas . . . . . 86 .51 665,000
49 Other local utilities and local public services 27 .55 12,000

W h o le s a le  a n d  r e t a i l  t r a d e  . . 11,909 .72 7,100,000

50 Full-service and limited-function wholesalers . 2,150 .70 1,250,000
51 Wholesale distributors, other than full-service 1,677 .58 1,150,000and limited-function wholesalers.
53 Retail general merchandise . . . . 274 .77 870,000
54 Retail food (includes liquor stores) 1,540 .62 1,120,000
55 Retail automotive . 1 612 .81 225,000
56 Retail apparel and accessories . 824 1.10 390,000
57 Retail trade, not elsewhere classified . 2,111 .74 830,000
58 Eating and drinking places . . . . 2,061 .88 725,000
59 Retail filling stations ................................. 225 .77 40,000
52 Other wholesale and retail trade 435 .57 500,000

F in a n c e , i n s u r a n c e  a n d  r e a l  e s t a t e 1,837 .64 1,540,000

60 Banks and trust companies . 308 .77 185,000
61 Security dealers and investment banking . 146 .61 88,000
62 Finance agencies, not elsewhere classified . 183 .70 75,000
63 Insurance carriers . . . . . . 203 .55 850,000
64 Insurance agents and brokers . . . . 165 .56 115,000

1 Weighted for amount of 1943 taxable pay roll at each rate.



44 HOUSE — No. 1680. [Feb

I a b l e  II. R ated  A ccou n ts , A verage C ontribution  R ates, and E stim ated  
R edu ction s f o r - 1944, by In d u stry  —  Concluded.

[Based on 1943 taxable pay roll.]

I n d u s t r y . Rated
Accounts.

Average 
Contri
bution 
Rate.1

Estimated 
Amount of 
Reduction.

65 Real estate dealers, agents and brokers 762 .86 §215,000
66 Real estate, insurance, loans, law offices 58 .78 9,000
67 Holding companies (except real estate holding 12 .50 3,000

companies).
S e r v i c e ................................................................... 3,586 .83 1,600,000

70 Hotels, rooming houses, camps, etc. . 260 .98 190,000
72 Personal services . . . . . . 927 .86 480,000
73 Business services, not elsewhere classified . 417 .68 280,P00
74 Employment agencies, commercial and trade 50 .63 35,000

schools.
75 Automobile repair services and garages 300 .68 75,000
76 Miscellaneous repair services and hand trades . 134 .73 45,000
78 Motion pictures . . . . . . . 209 .73 170,000
79 Other amusement, recreation and related serv- 386 1.62 55,000

ices.
80 Medical and other health services 150 .72 55,000
81 Law offices and related services . . . . 124 .56 45,000
82 Educational institutions and agencies 35 .85 10,000
83 Other professional and social service agencies . 70 .52 70,000
86 Non-profit membership organization 524 .84 90,000

Establishments not elsewhere classified 21 .72 -

1 Weighted for amount of 1943 taxable pay roll at each rate.
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CHART II
COMPARISON OF AVERAGE CONTRIBUTION RAIES 

FOR THE YEARS 1942, 1943 AND 1944 
FOR INDUSTRY DIVISIONS AND FOP. SELECTED MAJOR INDUSTRY GROUPS

RATED EMPLOYERS.
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R e ad ju stm e n t  A llo w an ces  to V e t e r a n s .

The Servicemen’s Readjustment Act of 1944 (GI Bill of 
Rights), Title V of which provides for allowances for un
employed veterans, was approved by Congress on June 22, 
1944. The Federal Administrator of Veterans’ Affairs is 
charged with the responsibility of administering this title, 
and is authorized to utilize existing facilities of Federal 
and state departments or agencies on the basis of mutual 
agreements with such departments or agencies. Such agree-
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naents must provide for the filing of claims for readjustment 
allowances with the Administrator through established public 
employment offices and State Unemployment Compensation 
Agencies.

Pursuant to the above-mentioned enactment and by 
agreement thereunder with the Administrator of Veterans’ 
Affairs, the Division of Employment Security administers 
the payment of readjustment allowances to veterans of 
World War II who are entitled to receive them in Massa
chusetts. Procedures have been formulated for the taking 
of claims in the various employment offices throughout the 
State, and for the processing of claims and the payment of 
benefits in the Central Office, following closely the pro
cedures already in operation in connection with Unemploy
ment Compensation claims.

During the first three days of claims taking, 400 veterans 
filed applications for readjustment allowances in the various 
local offices. By the end of September, 1,630 initial claims 
and 1,666 continued claims had been received.

The first compensable week for which allowance checks 
were payable ended Saturday, September 16. On Tuesday, 
September 19, the Division issued the first 317 checks paid 
in Massachusetts, amounting to 86,336. By the end of 
September, 1,470 such checks had been issued, aggregating 
$29,273.

The Division’s record for promptness in issuing allowance 
checks to veterans under this program compares favorably 
with its outstanding record in connection with Unemploy
ment Compensation payments. Notwithstanding the fact 
that a large proportion of these claims had to be referred 
to the Central Office on questions of entitlement, availa
bility for work, etc., the records show that approximately 
90 per cent of the checks issued through September 30 
covered the immediately preceding compensable week.

The facilities of the Board of Review have also been 
made available to veterans who wish to appeal their cases. 
Fifteen such cases had been received through September 30, 
1944, but none had been decided at that date.
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C o n tr o ls .

During the past two years the Division has continued 
its program of control to safeguard the Fund. This program 
includes the auditing of benefit payments through me
chanical bookkeeping methods.

While the decrease in overpayments discovered during 
the past two years has been accounted for largely by the 
drop in total benefits paid during the benefit years audited, 
it is believed that it is also attributable in great measure 
to the salutary effect of the publicity given to the fact 
that the Division is able to detect cases of fraud and has 
brought the more flagrant offenders into court.

A d m in ist r a tiv e  C o sts .

Administrative costs of the Massachusetts Division of 
Employment Security totaled $2,774,000.92 for the period 
from December 1, 1942, through September 30, 1944. This 
entire amount came from Federal grants under Title III . 
of the Social Security Act.

In accordance with an agreement made at the President’s 
request, the facilities of the Massachusetts Employment 
Service, formerly an operating unit of the Massachusetts 
Division of Employment Security, were loaned to the 
United States Employment Service for the duration of the 
war. Under this “ loan” arrangement, the Employment 
Service is still housed in offices of the Division of Employ
ment Security. The above expenditures of the Division of 
Employment Security, therefore, include such items as rent 
of premises, equipment and supplies, and utilities furnished 
to the Employment Service. On the other hand, the cost 
of handling Unemployment Compensation claims in local 
offices has not been included in these administrative costs.

Current Appropriation.
A drastic reduction by Congress in the appropriation for 

the current fiscal year ending June 30, 1945, for the ad
ministration of the 51 State and Territorial Unemployment
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Compensation Agencies places many States in the position 
of having insufficient funds for the proper and efficient 
administration of their State Unemployment Compensation 
Laws.

In submitting its budget to the Bureau of the Budget, 
the Social Security Board asked for an appropriation of 
$33,470,000 for the administration of the State Unemploy
ment Compensation Agencies. The Bureau of the Budget 
reduced this to $31,000,000. The House Appropriations 
Committee reduced it still further to $25,000,000. The 
Senate, however, proposed $31,000,000, and it was referred 
to a Conference Committee. This committee came out 
with a compromise of $29,000,000.

The net result of the reduction by Congress was a reduc
tion to Massachusetts of $275,000 from the amount agreed 
upon with the Regional Representative of the Social Security 
Board as necessary for the proper and efficient administra
tion of the Massachusetts Employment Security Law, — 
.namely, $1,720,100. As a result of the cut by Congress, 
graduated reductions were made in the budgets of State 
Employment Security Agencies, the amount of the grant 
actually received by Massachusetts being $1,445,250, or a 
16 per cent cut from the agreed amount. The seriousness 
of this cut to Massachusetts is obvious when it is realized 
that the cost of handling claims alone in the Division of 
Employment Security at the present time runs close to 
$200,000 a year.

Rigid economies, including the elimination of services, 
were, of necessity, effected in State Unemployment Com
pensation Agencies. In Massachusetts, the termination of 
services has been limited thus far to temporary clerical 
services.

In making this reduction, Congress did so because it felt 
there was no excuse for unemployment with the present 
manpower shortage. Even with the manpower shortage, 
and the fact that less emphasis has been necessary on 
benefits, in Massachusetts this has been offset by an in
creased contribution and wage record load due to the in
clusion of more than twice the number of employers by the 
coverage of employers of one or more under the law.
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The Council also finds it difficult to understand the en
forced cut by Congress in budgets of Unemployment Com
pensation Agencies when the essentiality of sufficient funds, 
equipment and personnel for post-war planning is realized. 
A sudden reconversion of war industries and the conse
quent temporary unemployment of large numbers of workers 
might find the State Agencies under-staffed and poorly 
equipped to cope with the situation. In Massachusetts this 
could have a disastrous effect on the enviable record held 
by the Division of Employment Security in the promptness 
in payment of benefits to the unemployed. Insufficiently 
and improperly trained personnel can only result in in
complete interviews of benefit claimants and incomplete 
field investigations which, in turn, can seriously impair the 
condition of the Trust Fund and proper and efficient ad
ministration of the law.

The matter has been called to the attention of Congress 
and the Social Security Board, and we have reason to 
believe that the latter will ask Congress for a deficiency 
appropriation. Under the Social Security Act, grants are 
made to the States for proper and efficient administration 
of their State Unemployment Compensation Laws. We 
feel sure the Board will offer its full support to make certain 
that the States have been given every opportunity to 
properly and efficiently administer their laws. In Massa
chusetts, in order to maintain its present operating effi
ciency, it is necessary that the Division of Employment 
Security secure additional funds in order to administer its 
law properly for the current fiscal year.

VIII. — Effect of War Program on Employment and Wages in 
Establishments Covered by the Massachusetts Employment 
Security Law.

Increased industrial activity in connection with the war 
effort has resulted in greatly increased employment and 
wages in Massachusetts. This is seen clearly in Chart III, 
which shows the monthly trends in employment figures and 
quarterly pay rolls by means of indexes based on data taken 
from reports submitted by employers subject to the Massa-
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chusetts Employment Security Law. These data do not 
include figures from government establishments such as the 
Boston Navy Yard, the Watertown Arsenal, and the Spring- 
field Armory, where employment and wages have shown 
drastic changes over the period included in this report. 
(In connection with the chart, it should be noted that the 
large increases in pay rolls in the December quarter in each 
year include bonuses and other compensation paid in that 
quarter but actually applicable to services rendered through
out the year. Also it should be noted that, as of January 1, 
1943, coverage was extended to include employers of one 
or more. From 1939 through 1942, coverage was limited 
to employers of four or more.)

CHART III
INDEXES—WAGES AND EMPLOYVENT—ALL INDUSTRIES

Based on Quarterly Contribution Reports of Employers 
Subject to the Massachusetts Employment Security Law  

Employment -  954,466 = 100.0?»
INDEX Wages -  $312,275,932 = 100.6% INDEX

* Inorease in January 1943 accounted for by extension of coverage to employers of 1 or more. 
Estimated number of workers affeoted—60,000.
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Wages paid to workers in establishments covered by the 
Employment Security Law totaled over 82,857,600,000 in 
the year 1943. Although employment decreased somewhat 
between June, 1943, and June, 1944, wages continued to 
increase. Wages paid in the first six months of 1944 were 
some 6.5 per cent higher than wages paid in the first six 
months of 1943.

1 he chart indicates that employment reached an all-time 
high level in June, 1943, when approximately 1,420,000 
workers were employed. During the ensuing twelve months 
there was a gradual decrease — the estimated number of 
workers employed in June, 1944, being 3.7 per cent less 
than the number employed in June, 1943.

However, total employment in covered establishments 
showed a net increase of 2 per cent between June, 1941, 
and June, 1944, notwithstanding that thousands of Massa
chusetts workers were withdrawn for the armed forces dur
ing that period.

As the following tabulation shows, there was a drastic 
increase in manufacturing employment during this period 
which reached its peak of 845,284 in June, 1943, and then 
declined to a figure of 800,500 by June, 1944. While many 
of the additional factory workers were new entrants to the 
labor force, large numbers of them represented transfers 
from non-manufacturing industries, where they were replaced 
by new entrants.

Estimated, N u m ber o f  W ork ers  E m p loyed  in  E stablishm ents Covered by the 
M assachusetts E m p loym en t S ecu rity  Law .

A l l  I n d u s t r i e s . M a n u f a c t u r i n g  . A l l  O t h e r  
I n d u s t r i e s .

Number.
Per Cent 
of Change 
from Prior 

Year.
Number.

Per Cent 
of Change 
from Prior 

Year.
Number.

Per Cent 
of Change 
from Prior 

Year.

June, 19411 1,340,854 - 717,166 - 623,688 _

June, 19421 1,373,871 +2.5 771,863 +7.6 602,008 —3.5
June, 1943 1,420,200 +3.4 845,284 4-9.5 574,916 —4.5
June, 1944 1,368,000 —3.7 800,500 —5.3 567,500 —1.3

1 Includes estimated number of workers in 1941 and 1942 in establishment« which did not become 
subject to the Massachusetts law until 1943.
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The decline in manufacturing employment was attrib
utable chiefly to the fact that the available labor pool had 
reached a point at which it could not provide replacements 
for those entering the armed forces. Experience also indi
cated that many of the recent entrants were unable to 
adjust themselves to the pressures of war employment, and 
consequently withdrew from the labor market. It will be 
noted that while non-manufacturing employment also de
clined during this period, the rate of decline was only 1.3 
per cent, indicating that fewer workers were transferring 
to manufacturing in that period. As a matter of fact, 
analysis by industry groups (not presented in this report) 
revealed that several non-manufacturing industries had 
actually increased their employment during that year.

IX. — Condition of the Massachusetts Unemployment Trust Fund.
On September 30, 1944, there was a balance of $192,- 

681,427.73 in the Massachusetts Unemployment Trust Fund. 
This amount represents the excess of receipts since January 
1, 1936, when the Fund was established, over disbursements 
since January 1, 1938, when benefit payments began.

Transactions affecting the Fund since January 1, 1936, 
are summarized as follows:
Contributions and interest penalties (net) . . . $291,417,055 55
Interest on in v e s tm e n ts .................................................  15,052,528 75

Total net r e c e i p t s ......................................................$306,469,584 30
Benefit payments . . . .  $111,475,431 00
Transfer to Railroad Unemployment

Trust F u n d ................................. 2,312,725 57
-------------------------- 113,788,156 57

Balance September 30, 1944  $192,681,427 73

The growth of the Fund is shown graphically in Chart IV. 
Table III shows, by quarters, the amount of contributions 
and income collected, and benefits disbursed between 
January 1, 1938, and September 30, 1944.

As reflected in the chart on employment and wages (page 
50), total wages paid to covered workers in Massachusetts
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rose from $1,529,646,645 in 1940 to $2,857,607,800 in 1943, 
an increase of $1,327,961,155, or 87 per cent. However, 
not all of this increase was reflected in taxable wages, be
cause of the provision limiting liability for contributions to 
the first $3,000 of wages paid to an employee for a given 
year. The increase in taxable wages during the correspond
ing period was $1,121,213,202.

That this increase in taxable wages did not result in 
increased collections in 1943 was accounted for by the re
duction in contribution rates assigned to employers under 
the experience-rating provisions of the Employment Security 
Law, the average rate for the year 1943 being 1.3 per cent, 
as compared with the flat rate of 2.7 per cent in effect prior 
to such rate reductions.

The fact that the Fund increased during the years 1943 
and 1944 is accounted for, in part, by the decrease in benefit 
payments, which (as accompanying Table III shows) were 
less than the amount of income credited during the period 
by the United States Treasury as interest on investments.

Its Statu s  u n d e r  E stim ated  C o n ditio n s  of U n e m p l o y 
m en t  in  th e  P ost-W a r  P e r io d .

In attempting to test the ability of the Massachusetts 
Unemployment Trust Fund to withstand the impact of a 
two-year period after war production employment begins 
to taper off, estimates of income, outgo and the remaining 
balance in the Fund have been prepared under four possible 
conditions of unemployment, — namely, the displacement of 
10 per cent, 20 per cent, 30 per cent or 40 per cent of the 
total number of workers who had earned sufficient wages 
in covered employment, and who would be eligible for 
benefits.

In the following analysis of the per capita reserves versus 
possible benefit payments for the years 1945 and 1946, 
under the above-mentioned varying conditions of unem
ployment, in order to be consistent with the Council’s 
recommendation to this Legislature, allowance has been 
made for an increase in the maximum rate of benefits from 
$18 to $20.
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The estimated reserve at January 1, 1945, on the assump
tion that the war will continue beyond that date is $199,- 
154,700. To this amount has been added $50,000,000 
covering estimated contributions for the years 1945 and 
1946, and estimated interest income of $5,600,000, making 
a total of $254,754,700 available for benefit payments 
during the two-year period.

Assuming a total of 2,000,000 workers with wage credits 
and average total payments of $430 per claimant, the per 
capita reserve per claimant and the excess or deficiency of 
such per capita reserve for the years 1945 and 1946 would be :

Per Cent of 
2,000,000 Workers 

Unemployed 
and Drawing 

Benefits.

dumber
Drawing
Benefits.

Per Capita 
Reserve per 
Claimant on 

Basis of Total 
of $254,754,700 

Available.

Estimated 
Total Benefits 
per Claimant 
in Two-Year 

Period.

Excess or 
Deficiency 

of Per Capita 
Reserve.

10 200,000 $1,275 S430 $845

20 400,000 640 430 210

30 600,000 425 430 51

40 800,000 320 430 llQi

1 Deficiency.

The estimated balance of the Fund on December 31, 
1946, under each of these four alternatives is indicated 
below:

10 Per Cent 
Basis.

20 Per Cent 
Basis.

30 Per Cent 
Basis.

40 Per Cent 
Basis.

Estimated balance, January 1, 
1945.

$199,154,700 S199,154,700 $199,154,700 $199,154,700

Add:
Estimated contributions, years 

1945 and 1946.
Estimated income from invest

ments.

50,000,000
5,600,000

50,000,000
5,600,000

50,000,000
5,600,000

50,000,000
5,600,000

$254,754,700 $254,754,700 $254,754,700 $254,754,700

Deduct:
Estimated benefit payments, 

years 1945 and 1946.
86,000,000 172,000,000 258,000,000 344,000,000

Estimated balance or deficiency, 
December 31, 1946.

$168,754,700 $82,754,700 $3,245,300! $89,245,300!

Estimated number of workers re
ceiving benefits at each level.

200,000 400,000 600,000 800,000

Deficiency.
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X. — Special Studies.

S ickn ess  B e n e f it s .

At the 1943 session of the Legislature, several petitions 
were filed concerning the possibility of paying benefits to 
individuals out of work because of illness. As a result, the 
Legislature passed a resolution (chapter 54, Acts and Re
solves of 1943) designating this Advisory Council to make 
“ an investigation relative to the payment of benefits under 
the Employment Security Law to employees who are absent 
from work on account of sickness.”

Under the present Employment Security Law, benefits 
could not be paid to individuals unemployed because of 
illness, as the chief requisite for payment of benefits under 
this law is the availability of the individual to take other 
work, should suitable work be offered to him. Inasmuch 
as the Resolve called for an investigation of the subject 
matter, the Council assumed the intent of the Legislature 
to be that of determining whether a state system of com
pulsory insurance against wage loss incurred due to sickness 
or non-industrial accident was desirable or necessary, and 
if so, how it might be administered.

In compliance with the Resolve, the Council’s report to 
the Legislature was filed with the Clerk of the Senate on 
November 1, 1944.

The Council’s report was based on the results of extensive 
hearings with representative groups throughout the Com
monwealth and analysis of research and statistical data. 
As to the general attitude expressed at these hearings, the 
Council reported as follows:

On the whole, the manufacturers and their representatives feared most 
the excessive burden of taxation which would not only place them at a 
competitive disadvantage with employers in other States, but would 
also have the effect of nullifying private and group insurance plans 
now so well covered in employing establishments.

The insurance companies questioned the expediency of enacting legis
lation for sickness benefits in the present period of emergency and un
settled conditions, and cited as one important factor for serious con
sideration the additional cost to the program occasioned by the influx 
of women into industry in the war effort.
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ihe two major movements of organized labor in Massachusetts ap
peared to be divided. One group very definitely favored a state com
pulsory plan of sickness benefits, even if the workers had to carry it alone. 
In the other group, the officials of the state headquarters opposed it if 
the workers were called upon to finance the program, while the rank and 
file of labor who attended hearings throughout the State favored the pro
gram even to the extent of employee participation.

The medical group’s chief concern was the fear of eventual regimenta
tion of medical care in the hands of a bureaucracy.

The Council’s conclusions are also quoted here:

C o n c l u s io n s .

S u m m ary.

While the Council senses a strong desire for an extension of facilities 
to aid in meeting the costs of unusual or prolonged illness, it is not con
vinced of any pressing need or urgency for governmental compulsion in 
the Commonwealth of Massachusetts to accomplish it at this time in view 
of the growth and trend of development along voluntary lines.

It was found on a spot check of the working population covered under 
the Unemployment Compensation Law, which represents approximately 
75 per cent of the total working population in the Commonwealth, that 
65.9 per cent, or nearly two thirds, of the individuals were covered in their 
places of employment by some form of voluntary protection against loss 
of wages due to illness. This would appear to be indicative of the sym
pathetic understanding and harmonious working relations between em
ployers, trade unions and the workers.

In addition, the development and growth of voluntary hospitalization 
plans in the Commonwealth is evidence of the good faith and co-operation 
of the medical profession in its attempts to bring hospitalization, by a 
pooled method, within the reach of the low and middle income group 
of society.

It was also found that outside of those connected with establishments 
covered by the Massachusetts Employment Security Law, there are 529 
fiaternal societies in Massachusetts which pay sick benefits, with a mem
bership of 151,563 potential recipients.

The Council has not lost sight of the fact, on the other hand, that 
sLightly more than one third of the “ covered”  population under the 
Unemployment Compensation Law do not appear to have some form of 
protection in their places of employment against wage loss due to illness. 
The trend, however, woul<J seem to indicate a likelihood of their future 
coverage under voluntary auspices. Most of those in this category, it is 
safe to say, are found in the smaller establishments. While private in
surance group plans usually cover groups of at least twenty-five persons, 
evidence has been received indicating that plans are under way by some 
of the larger life insurance companies writing accident and health policies
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in the Commonwealth for the reduction of their coverage from groups of 
twenty-five to groups of ten individuals. Evidence has also been pro
duced of the present existence of policies for the coverage of groups of 
as few as five individuals, and at reasonable costs. These policies offer 
the liberal feature of covering any group of five individuals, whether they 
be employers or employees, and not necessarily those in the employ of a 
common employer. In addition, they grant the privilege of continuance 
of policies as individual policies, at the group rate, in the event other 
policies in the group become lapsed or discontinued. There is reason to 
believe that private insurance companies generally will consider it their 
responsibility to develop as attractive and economical plans as possible, 
consistent with cost of good administration, to answer the need for smaller 
group coverage. It is hoped that the plans available for smaller group 
coverage will be more widely publicized than they have been in the past, 
and that those employers without private plans of wage continuity in 
case of illness will come into line and avail themselves of some form of 
group coverage for their employees.

Recognition must also be given to the many and varied types of individ
ual health and accident policies available through private insurance 
carriers, but which, obviously, cannot be as attractive in premiums as 
the group plan of coverage. It is expected that serious study will be 
given by the private carriers to the further development of this type of 
insurance along more economical lines than heretofore when more normal 
conditions make it possible to do so.

The Council is concerned with the possibility, although admittedly a 
remote one, that with the cancellation of war contracts, some employers 
may find it necessary to terminate private or group plans of insurance 
coverage on their employees as one method of reducing expenses. Em
ployers are free to admit, however, that this would take place only as a 
last resort, knowing full well the effect it would have on working relations 
with their employees.

Perhaps the chief concern of the Council in connection with employer 
plans of group insurance is the present lack of continuity of coverage, 
or transferability of the employee’s insurance protection, from one em
ployer to another, although we can report the awareness of private in
surance carriers with this problem and with their sense of responsibility 
in meeting it.

Even with the sense of responsibility for the one third not covered 
by protection against wage loss due to illness in their places of employ
ment, the Council would question very seriously whether the employer 
or employee can afford additional taxation at this time with the already 
heavy burden imposed and which will continue for some time to pay for 
the war indebtedness. When overtime is dispensed with and the forty- 
hour week is resumed, with its attendant drop in earnings, it is question
able, with the continued deduction of the withholding tax, whether the 
balance of the worker’s income could stand an additional deduction.

A most disastrous result to labor of employer participation in an
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additional tax burden for such a program would be not only the fear, but 
inevitability, of pre-employment physical examinations for selection of 
woikers (not present in private group plans) at a time when reconversion 
plans call for a maximum of employment and the elimination of any 
measure which would retard such employment.

The present voluntary coverage in health and accident protection in 
Massachusetts, including cash payments for wage loss, is striking evidence 
of a consciousness on the part of employers, trade unions, private insur
ance carriers and the medical profession for the “ social security’ ' of the 
people m Massachusetts and of what can be accomplished through co
ordinated efforts in the private enterprise system. The plans in existence 
cover this protection to a previously unbelievable extent. Most remark
able, also, is the extent to which the citizens have availed themselves of 
the oppoi trinities afforded by the various individual and group plans. 
The Council would question the advisability of disturbing or perhaps 
thwarting the gains thus made, as the economic independence thus 
attained when the people meet these problems ‘themselves is democracy 
in action. Permission of the continuance of this movement by private 
enterprise and encouragement of its expansion, by groups or individually, 
t° those not yet benefiting by such coverage, would seem to be a very 
definite need. In the preservation of our American way of life, it would 
seem essential to establish beyond a reasonable doubt that private 
enterprise could not meet the problem effectively before government 
compulsion could be justified.
_ -tt is clear that there is still much more to be explored, despite all the 

discussions that have taken place thus far on any phase of a Health 
Insurance Program under possible governmental control. As yet, some 
of the basic and fundamental issues or questions have not been answered. 
It may be questioned, for example —

1. Whether the broad concept that a “ minimum of protection”  
against the major hazards of life should be carried over by the govern
ment into the field of illness.

2. Whether a cash benefit for loss of income during illness is a separate, 
or even a major, phase of a Health Program.

3. Whether anything but a major hazard should be provided for by 
governmental compulsion.

4. Whether governmental compulsion is necessary until such time as 
it is clearly demonstrated that private enterprise cannot assume the 
responsibility.

5. Whether the role of government should not be one of adding impetus 
to the establishment and expansion of private plans rather than in direct 
participation.

R ecom m endation .

Because too many unknown factors present themselves in these ab
normal times to permit safe judgments; because of the confusion in the 
minds of many due to the multiplicity of bills before Congress and the
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fact that basic issues remain unanswered; and because it would be most 
desirable to watch further developments under our private system of 
enterprise, the Council would recommend continued study of the subject 
matter into more normal times when answers to some of the unknown 
factors may be forthcoming, and when better judgments may be made as 
to whether private enterprise in Massachusetts has met the challenge 
for even better and quicker progress in this field than heretofore.

E x t e n s io n  of C o v e r a g e  to  E x e m p t e d  E m plo ym en ts .

The Advisory Council feels the most important task under 
the Unemployment Compensation Program in Massachu
setts for the future is the possible protection or coverage 
under the law of workers in the exempted categories, where 
it is practicable to do so, such as, non-profit institutions, 
including educational, scientific and benevolent institu
tions, and lay persons employed by religious institutions.

Much exploration will be necessary into each category 
of employment to determine the1 advantages and disad
vantages of coverage. Many legal and constitutional ques
tions and matters of public policy will be encountered. 
For instance, the fear has been expressed that to levy an 
employer’s tax on non-profit institutions would undermine 
the traditional tax-exempt status of such institutions. As 
another example of problems involved, it may be that dif
ferent methods of collection of contributions would have to 
be devised in certain categories.

As recorded previously in this report under the “ Sum
mary of Liberalizations in the Massachusetts Employment 
Security Law,” 75 per cent of the total labor force in the 
Commonwealth are presently covered under the law. Elimi
nating the Federal government employees, the self-employed, 
unpaid family workers, and interstate railroad employees, 
whom it would probably never be possible to cover under 
the law, this figure would be increased to 87 per cent of the 
total labor force possible of coverage under the law.

The Council considers the next logical step in the expan
sion of the Unemployment Compensation Program in the 
Commonwealth to be that of protection and coverage of as 
many workers as can possibly be included under the existing 
program. In the meantime, private enterprise in the Com-
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monwealth is being put to the test of making available even 
greater coverage of benefits for sickness under voluntary 
auspices.

XI. Membership of Advisory Council.

A p po in t m e n t .

On February 17, 1939, the State Advisory Council of the 
Division of Employment Security was appointed by His 
Excellency, Governor Leverett Saltonstall, under the pro
visions of subsection 9N (a) of chapter 23 of the General 
Laws, as same appears in section 1 of chapter 20 of the 
Acts of 1939.

M e m b e r s h ip .

The membership of the Council at present is as follows:

Represents — Expiration 
of Term.

William G. Sutcliffe, chairman1 . . . . .  
46 Dover Road, Wellesley.

Public 1949

Henry Cloutier . . . . . . . . . .
95 Dale Street, Chicopee Falls.

Public 1945

Mary M. Riley . . . . . . . . . .
224 M Street, South Boston.

Employees 1949

Joseph J. Cabral2 . . . . . . . . .
65 Museum Street, Cambridge. Employees 1945

Fred W. Steele . . . . . . . . . .
115 Hawthorn Street, New Bedford.

Employers 1949

Alfred E. Rankin3 . . . . . . . . .
18 Norton Street, Worcester. Employers 1945

1 Appointed on June 14, 1944, to fill unexpired term of Morris B. Lambie.
2 Deceased December 2, 1944.
3 Appointed on October 27, 1943, to fill unexpired term of Royal Parkinson.




