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FOREWORD

Chapter 67 of the Acts of 1962 directed the Division of Employ-
ment Security to make an investigation and study of the subject
matter of House, No. 252 and House, No. 952 relative to providing

lefits to employees of the Com-unemployment compensation be
monwealth and its political sub'
directed to study Senate, No. 31
No. 1803 relative to permitting
institutions. The Division was
Court the results of its invest!

ivisions. The Division was also
md House, No. 259 and House,

voluntary coverage for non-profit
directed to report to the General
;ation and study and its recom-
was to be filed with the Clerk of

Court the results ot its invest!

mendations, if any. The report
the House of Representatives on or before the fourth Wednesday of
December, 1962. The following studies have been made and are
respectfully submitted in accordance with chapter 67.



Extension of Coverage to Employees of State and

Local Governmi

tenth of the state labor force are employed in state and local
government units. Some 41,600 of these are employed by the state
government. The remainder are employed by the 572 local govern-
ment units designated as counties, municipalities, townships, school
fistricts and special districts.

In the country as a whole, approximately 350,000 employees of
state and local governments were covered under unemployment in-
surance in 1960 while some 5,900,000 government workers were
without such protection. In Massachusetts, only employees of
the Metropolitan Transit Authority, a state instrumentality, are
covered.

2. House, No. 252 and House, No. 952 provide mandatory cover-
age for employees of the Commonwealth of Massachusetts and el
tive coverage for political subdivisions. At present 10 States provide
mandatory coverage for local government employees. Twenty-two
other States provide some coverage for state or local government
workers.

House, No. 252 and House, No. 952 would grant coverage to
“employees” without definition of “employee”. Many state laws
which cover government workers exclude various types of workers
such as elected officials, teachers in public schools, judges, legislators,
etc. There is great variety in the various state provisions regarding
exclusions. The Bureau of Employment Security recommends that
careful definition should be given to the term “employee” in any
legislation dealing with coverage of government workers.

4. While employment in government establishments is generally
more stable than in private industry, involuntary unemployment
does occur due to the fluctuating nature of some government ac
Saties. Tax collection, mail deliveries and highway maintenanci

are examples of government activities which have marked seasonal
variations in employment.

Benefit data from States which have some coverage of state and
local government employment indicate that unemployment rates
in covered government establishments average one half or two
thirds below the rates in private industr

1. Nearly 200,000 Massachusetts workers approximately one
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5. In a group of 15 such States the cost of benefits disbursed in
1959 as a per cent of total wages paid in covered government es-
tablishments ranged from 0.06 per cent for MTA workers in Massa-
chusetts to 1.37 per cent for covered state workers in Rhode Island,
with the median rate about 0.6 per cent. The cost rate for govern-
ment establishments was generally less than half that for private
industry in the same State.

The cost rate for benefits paid in Massachusetts in 1959 to workers
from private industry was 1.31 per cent. At the median govern-
ment cost rate of 0.6 per cent, benefits to employees of the Massa-
chusetts state government would have cost a little more
$1,000,000 in 1959. This cost, of course, would be altered by any
provisions written into chapter 151 A which would exclude certain
classes of employees or make provision for workers receiving pen-
sions financed in whole or in part by the government establishment.

6. The cost rate derived from the small amount of data available
on unemployment benefit payments to local government workers
was approximately 0.44 per cent of total payroll in the year 1959.
This cost rate is heavily weighted by the experience in Milwaukee
where coverage is compulsory. If unemployment in Massachusetts
local government units had required financing at this median cost
rate, a 1959 unemployment benefit cost of some $460,000 would have
been incurred by the city of Boston (if it had elected coverage),
$lOB,OOO by Worcester, $94,000 by Springfield. It must be pointed
out that the statutory provisions of chapter 151 A which would
permit such coverage could greatly alter these estimated costs.

7. House, No. 252 and House, No. 952 provide that benefits are
to be financed by reimbursement by the Commonwealth or by the
individual city or town. The reimbursable basis is the one most
commonly used by government units which now grant coverage,
although payroll taxes are used in some States.

8. The Division of Employment Security does not desire to go
on record at this time as for or against the extension of coverage to
state and local government workers. Only limited information is
available on the extent and duration of involuntary unemploymei‘ (U
among these classes of workers.

Much additional study remains to be done on the incidence and
duration of unemployment experienced by government workers
before an informed recommendation can be made.
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Extension of Coverage to Employees of Non-profit
Organizations.

1. Over 150,000 individuals in Massachusetts are employed by
organizations which are presently exempted from coverage under
section 6 (gr) of chapter 151A. Approximately 65,000 are employed
by schools, universities and other educational establishments. Non-
profit hospitals and medical services employ an estimated 55,000
imrkers; religious and charitable non-profit membership organiza-
tions employ approximately 17,000.

2. The bills submitted to the General Court make minor changes
in the types of organizations exempted under section 6 (gr) and
permit such exempted organizations voluntarily to elect coverage.

3. Massachusetts is one of only two States where such voluntary
election is not permitted. The other state laws vary in the provi-
sions they make for the exclusion of certain individuals from the
classes of employees who may be covered; all of them, however,
except for Alabama and Massachusetts, allow for some degree of
coverage of services exempted under the Federal Unemployment
Tax Act.

4. The principal deterrent to voluntary election by non-profit
organizations is the fact that the Federal Unemployment Tax Act
does not permit any method of financing other than by the same
contributions on payroll paid by employers in private industry.

Under the Massachusetts Law, a non-profit organization elect-
ing coverage would have to pay contributions at the rate of 2.7 per
cent of its taxable payroll for at least 2 rate years before it could
qualify for any rate reduction. It might then qualify for a rate
above 2.7 per cent rather then a lower rate.

There has been considerable agitation to make it possible for
non-profit organizations to elect coverage on a reimbursable basis.
The lack of such a reimbursable feature is an outstanding barrier

present to election by such organizations.
*5. A survey of non-profit organizations chartered in Massachu-

setts indicated that only a small number of establishments employ-
ing a small fraction of the individuals engaged in exempt employ-
ment signified an interest in electing voluntary coverage.

6. The Division of Employment Security recommends that chap-
ter 151 A be amended to permit the voluntary election of non-profit
organizations. It anticipates that relatively few organizations will

SUMMARY.



[Jan.HOUSE —No. 3150.10

take advantage of the opportunity to do so as long as the payroll
contribution is the only method of financing such coverage. The
reason for this recommendation is the desire to bring the Massa-
chusetts Law into conformity with that of all the other States ex-
cept Alabama.

Recommendations

The Division of Employment Security does not wish to go on
record at this time as for or against the extension of coverage to
state and local government employees.

Government is the fourth largest employer in the state, ranking
after manufacturing, wholesale and retail trade, and service. Data
available from other States indicate that the cost of covering gov-
ernment workers under a state unemployment insurance system is
lower than that of covering workers from private industry. This
Division believes, however, that information extending over more
than a year concerning the incidence of unemployment among these
groups of workers must be collected before a sound estimate of
probable cost can be given to the state legislature and to the various
bodies of local government officials who will have to make the deci-
sion for or against election of coverage.

This Division therefore recommends that further study be given
to the coverage of state and local government employees.

With respect to the coverage of employees of non-profit organiza-
tions, this Division recommends that legislation be passed which
would enable such organizations voluntarily to elect coverage of
their workers. Such legislation would place Massachusetts in con-
formity with almost every other state jurisdiction.

The recent survey made by this Division indicated that few organ-
izations would elect this coverage in view of the mandatory method
of financing by contributions on payroll.

Part A: Extension of Coverage to Employees of State and Local
Governments.

*>

“Employees of state and local government are excluded from
coverage under the Federal Unemployment Tax Act, since the
Federal government under the Constitution cannot tax state and
local governments or their instrumentalities. The States, however,
may cover their own state and local government employees under

1. Introduction.
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their laws, and many are taking an increasing interest in such
coverage.

“Twenty-four States, including the District of Columbia, cover
over 350,000 state and local government employees. During 1960,
however, there still remained an estimated average of about 5.9
million state and local government workers who have no unem-
ployment insurance protection. These workers, who constitute the
largest group still excluded from unemployment insurance protec-
tion, represented about 42 per cent of all excluded workers 1 in 1960.

. “While state and local government employment is generally more
fable than employment in private industry, to those workers who

lose their government employment the need for unemployment in-
surance protection is as great as it is among unemployed workers
receiving such protection. Because of the relative stability of gov-
ernment employment, the cost of extending unemployment insur-
ance protection to such employment would most likely be less than
the cost of covering most private employment.” 2

Table 1 indicates that nearly 200,000 workers in Massachusetts
are employed, by state and local government agencies in either full-
time or part-time positions. Nearly one in every ten of the state

Table 1* —Number of Employees (Full-Time and Part-Time) — October, 1961.

„ ~ rr,. t-, „ rr,. October Payroll,
Total. Ft

Onw
mS Total (ThousandsOnly. Equivalent. of Dollars).

Massachusetts, total 197,381 168,666 175,115 72,478.0

State 41,604 39,795 40,041 16,368.2
Local 155,777 128,871 135,074 56,109.8

Counties 4,223 4,043 4,095 1,429.0
Municipalities 78,758 71,848 73,672 30,438.8
Townships 62,479 43,524 47,484 19,585.2

jjiooi Districts 2,060 1,776 1,836 764.0
Special Districts 8,257 7,680 7,749 3,892.7

*Source: State Distribution of Public Employment in 1961, Bureau of the Census, G-GE6I-NO. 1

2. Extent of Government Employment in Massachusetts.

J Not included are such individuals as members of the clergy and of religious orders, student nurses and
interns.

2 Source: “Extension of Coverage under State Unemployment Insurance Laws: Employees of State and
Local Governments’'. Bureauof Employment Security, U. S. Department of Labor, BES No. U-109.
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labor force is thus in employment exempt from coverage under the
unemployment insurance system of the State, because of the long-
standing exemption of government employment.

Table 2 shows the distribution of state and local government em-
ployment by function. Education accounts for 58,256 positions or
one third of all full-time equivalent government positions in Massa-
chusetts. Other major functions are hospitals and health services
accounting for 27,792 or one sixth of all employment, police and
fire protection for 22,792, highways for 15,480.

Table 2. I—Full-Time 1 — Full-Time Equivalent Employment by Function October, 1961.

State and | State
Local. i Only.

Massachusetts total, all functions 175,115 40,041

Education total 58,256 3,484

Local schools total I 54,697 0

Instructional staff I 42,175 0

Other j 12,522 6

Institutions of higher learning i 3,135 3,060

Other education 1 ' 424 424

Functions other than education tots

Highways

116,859 36,557

15,480 6,706

Public Welfare
Hospitals

1,308

25,174 14,856

Health 1,022

Police protectioi

Local nre

11,444 638
11,348 0

Sewer; 01,477

0Sai: 1,894

Local parks and recreatic 02,513

Natural resources 1,0351,410

2,3693,197

Financial administration
General control

2,3675,919

6944,622

Local utilities:
Water supply o'®3,455

Other 07,107

Other and unallocable 5,47214,526

* Source: State Distribution of Public Employment in 1961, Bureau of the Census, Q-QE6I-NO. 1

It does not appear that the Bureau of the Census has included the
Division of Employment Security in its tally of state government

Correction
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employment by governmental type and by function, unless it is
classified as “Other and Unallocable” in Table 2. This Division
employed an average of over 2,200 employees in the calendar year
1962.

3. Text of House, No ■52 and House, No. 952
The text of House, No. 252 wl

No. 952 follows:
h is identical in wording to House,

1 HOUSE No. 252
An Act to provide unemployment compensation benefits to

EMPLOYEES OF THE COMMONWEALTH AND ITS POLITICAL SUB-
DIVISIONS.

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

1 Section 1. Chapter 151 A of the General Laws is hereby
2 amended to provide unemployment benefits for employees of
3 the commonwealth of Massachusetts and for each political sub-
-4 division thereof, which accepts the provisions of this act, in the
5 manner determined by a city charter or by the usual practice
6 in town government.

1 Section 2. All employees of the commonwealth of Massa-
-2 chusetts and its political subdivisions, would be entitled to re-
-3 ceive unemployment benefits, as provided by chapter one hun-
-4 dred and fifty-one, if such employees meet all of the requirements
5 provided for in said chapter.

1 Section 3. The commonwealth of Massachusetts and its
2 political subdivisions are hereby exempt from paying a tax on
3 its payroll, but such charges as are made for the payment of
4 benefits to the employees of the commonwealth or its various
5 political subdivisions, would be charged in their entirety to the
I commonwealth or the respective city, town or county involved.

1 Section 4. Payment of such benefits to public employees
2 would become effective upon the passage of this act.

4. Specific Provisions of House, No. 252 and House, No. 952.
A. Coverage would be mandatory to employees of the Common-
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wealth and optional for each political subdivision which accepts the
provisions of the Act. Election to such coverage would be in the
manner determined by its city charter or by the usual practice in
town government.

B. The Act specifies that “all employees” would be entitled to
receive unemployment benefits if otherwise eligible under chap-
ter 151. Although ten state laws provide mandatory coverage of
state government employees, all of them contain restrictions on the
classes of employment to be covered.

C. The bills do not define “employee”. The U. S Bureau oflj
Employment Securityrecommends that the following services should
be excluded from coverage under the definition of “employee”:

Services by elected public officials;
by individuals employed on work-relief project
by those working part-time on a fee basis.

The Bureau recommends the inclusion of school teachers but
careful attention is recommended to the question of whether a
teacher under contract is employed or unemployed in the summer
months.

The Bureau states that clear definition of the types of govern-
ment services to be excluded should be made. All terms used
should be defined in the Employment Security Law itself.

nPresent Coverape Provisions of other State Law
The following analysis indicates the provisions alreadj' in effect

n other state laws. This is drawn from the Bureau of Employ
ment Security Analysis in “Extension of Coverage Under State
Unemployment Insurance Laws: Employees of State and Local
Governments, BES No. U-109”

A. Types of Coverage. The 52 unemployment laws 1 may be
divided into 4 groups with respect to their provisions of coverage
of state and local government employment (Table A); (1) manda-.
Tory coverage for state employees, and mandatory or elective cdH
erage for local government units; (2) express provisions for elec-
tive coverage of government units; (3) miscellaneous provisions
for coverage of some units or functions; and (4) exclusion of gov-
ernment service.

1 Includes District of Columbia and Puerto Rico.
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B. Mandatory Coverage for State Employees and Mandatory or
Elective Coverage for Local Government Units. Only Hawaii man-
datorily covers all government services at both state and local gov-
ernment levels. Nine additional States (Connecticut, Idaho, Mich-
igan, Minnesota, New Hampshire, New York, Oregon, Rhode Island
and Wisconsin) cover mandatorily specified services of state em-
ployees and all of these States, except Idaho, have specific statutory
provisions permitting election of coverage of local government
units. 1

.0. State Government. Among the nine States there is consider-
ate variation in the type of state services covered mandatorily.

only employees in the classifiedConnecticut and New York cover
service. Minnesota’s coverage ini
unclassified workers. New Hamp
classified employees not employed <

hides classified as well as some
hire’s coverage is restricted to
n a seasonal or temporary basis,

and Michigan’s, to workers with f
in the classified service. The rema
Rhode Island and Wisconsin) excl
four exclude services performed m
public schools, and by certain profe
on a fee or part-time basis. Oregi
also exclude services performed bj
projects. In addition, the Rhode .

11 tenure and permanent status
ling four States (Idaho, Oregon,aimi

chidIe a variety of activities. All
elected officials, bv faculties of
ional specialists when employed

n, Rhode Island and Wisconsin
individuals on emergency work

id law also excludes seasonalIsn excl

workers, clerks and judges of the district, superior and supreme

the legislative branch ofcourts, and all officers and empl

aw also cxco

or any ofconnection wit
D. Local Go

five a
Idaho Mew York, Oregonand Wisconsin

ive mandatory coverage of certain specified local government
activities. Idaho covers irrigation and soil conservation districts
and, effective Janus 962, covers mandatorilv n

for political subdivisions. On ivers peoples’ utility district
class”; but Milwaukee is theand Wisconsin cities of ti
custodial employees of Boardsonly such city. New York prot

Education in cities of 500,000 r more: New York and Buffalo.
Of the nine States, all but Idaho have express provisions in their
laws permitting election of coverage of local government unit
Some local government coverage in each State has been reported

1 Effective January 1, 1962, Idaho provides mandatory coverage for both state and local government
employees.
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Three States (New York, Oregon and Rhode Island) also have spe-
cific statutory provisions describing the types of local government
employment that may be covered by election. Only classified
employees may be covered by election in New York. Oregon ex-
cludes from elective coverage services performed by elected or
appointed officials, officials paid on a fee or per diem basis, members
of the faculties of public schools, colleges and universities, persons
employed in emergency work and professional specialists employed
on a part-time or irregular basis. Rhode Island excludes seasonal
workers from elective coverage as well as a number of the activities
that are excluded from local coverage under the Oregon law. 5*

the Coverage of Services for State andTable A. —Slate Provisions pertaining
Local Go'i

1. States with Mandatory Coverage Provisions for State Employees and Mandatory
or Elective Coverage Provisions for Local Government Units.

TOTAL 10 States.

Mandatory.
Elective

States. Local.
State. Local.

Connecticut . j x NA x

Hawaii ..... | x x NA

Idaho ..... I x 1 x

Michigan . x NA x

Minnesota . x NA x

New Hampshire . | x NA x

New York x ! x

Oregon ..... x 1 x

Rhode Island .... x NA x

Wisconsin x 4 x

See footnotes at end of table.
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ir

2. States with only Express Elective Coverage Provisions for Government Units,

TOTAL 9 States.

States,

Alaska NevadaKentucky
LouisianaDistrict of Columbia

Florida
Tennessee
VermontMaryland

3. States with Miscellaneous Provisions for Coverage of some Government Uni
* Functions.

TOTAL 7 States.

Elective.Mandatory.

.1Loca!Local State,States, State.

NA NA 6Arizona

6California xx

NANA NAIndiana i

NANA NA sMassachusetts

i 0Ohio

Puerto Rico 1111

x X111 5Washington

footnotes at end of table.

4
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Table A. Stale Provisions pertaining to the Coverage of Services for State and
Local Governments. Continued.

4. States with Provisions specifically excluding Services for State and Local Govern-
ments but with:
A. General Coverage Provisions for Election of Services excluded from the Defini-

25 States,

$
General Elective Provision

interpreted to permit Election
of Coverage of State and Local

Government Units.

x

x

*
l 3

x

Utah x
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Table A. State Provisions 'pertaining to the Coverage of Services for State and
Local Governments Concluded.

General Elective Provision
interpreted to permit Election
of Coverage of State and Local

Government Units.State

Virginia

West Virginia
Wyoming

1
B. No Provision for Elective Coverage.

Alabama

FOOTNOTES
NA Not applicable

No interpretation to permit election reported.

i Applicable at present only to irrigation and soil conservation districts; effective January 1, 1962, bow
ever, political subdivisions and their instrumentalities will be covered mandatorily.

Applicable only to custodial service for Boards of Education in cities of 500,000 or more (Buffalo and
New York).

Applicable only to Peoples’ Utility Districts.
Applicable only to cities of the first class (Milwaukee).

atute distinguishes between proprietary and regular government functions but provides only for
ictive coverage for both types of functions.

Applicable to services performed for public housing authorities and to services performed by blind and
physically handicapped workers employed by the State for work in the California Industries for the
Blind who do not hold civil service or permanent tenure positions.
Applicable to services performed in the employ of public housing authorit

8 Applicable to services performed in the employ of a municipally owned public utility, but exempts
executives of such utilities from coverage.

9 Applicable only to state instrumentalities authorized by the state legislature to elect coverage.
0 Statute which distinguishes between proprietaryand regular government functionshas been interpreted

not to provide coverage on either a mandatory or elective basis.
Applicable only to agencies or instrumentalities of the Commonwealth of Puerto Rico or of municipali-
ties operating as private enterprises.
Applicable only to public utility districts and public power authorise

13 Applicable only to municipal authorities, school cafeterias and volunteer fire companies.

E. Express Provisions for Elective Coverage of State and Local Gov-
ernment Units. Nine state laws (Alaska, District of Columbia,
Florida, Kentucky, Louisiana, Maryland, Nevada, Tennessee and
Vermont) contain specific provisions for elective coverage by gov-
ernment units. Vermont’s provision is limited to local government
4its. In Florida, Louisiana and Vermont no government unit has

elected coverage. The District of Columbia, on the other hand, has,
as in the case of Hawaii, covered all its employees; however, cover-
age in the District was achieved by election. The only state gov-
ernment unit that has elected coverage in Alaska, Kentucky, Nevada
and Tennessee is the employment security agency. No local gov-
ernment unit has elected coverage in Kentucky, and in Alaska,
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Maryland, Nevada and Tennessee elective coverage at the local
government level has been very limited.

F. Miscellaneous Provisions for Coverage of some Units or Func-
tions. Seven state laws (Arizona, California, Indiana, Massachu-
setts, Ohio, Puerto Rico and Washington) contain uncommon pro-
visions which relate to the coverage of specific government units or
functions. These provisions call for compulsory coverage of par-
ticular units or activities or for voluntary coverage on a limited
basis. In all of these States, except Ohio, some state or local go'
eminent employment is actually covered.

California and Washington specifically permit state and local go™
eminent units to elect coverage and also cover certain government
activities or units mandatorily. In California, mandatory provi-
sions apply to public housing authorities and to services performed
by blind and physically handicapped workers employed by the
State for work in the California Industries for the Blind, who do
not hold civil service or permanent tenure position:

California’s elective provisions prohibit election of coverage for
tate employees holding civil service or permanent tenure positions;

there is, however, no such restriction on the type of employment that
may be covered by election at the local government level. Wa
ington’s mandatory provision applies to public utility districts and
public power authorities: there is no restriction on the tyj
vice that may b

Indiana mandatorily covers services performed in the employ of
municipally owned public utility out exempts executives of sucl

utilities from c

vices but permits instrumentali-five coverage of exciuc
ties, named by the state legislature, to elect coverage: to date, three
instrumentalities have been given this authority but only

exercised the right. In Puerto Rico, instrumentalities of the (

monwealth or of its municipalities, operating as private enterpri

are covered mandatorilv. No f a state or
local government unit has been r rted under Puerto Rico’s gen-

eneral provision for elective coverage of excluded services. l(H
statutes of Arizona and Ohio distinguish between governmental

id proprietary functions performed by government agencies. Both
types of functions may be covered only by election under the Ari-
zona law; under the Ohio law, all government service has been held
exempt. Only the state employment security agency has elected
coverage under the Arizona law.
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Exclusion of Government Service. The remaining 26 State laws
specifically exclude service performed for state and local governments
from the definition of “employment”. Although 25 of them have
general provisions authorizing the election of services excluded from
the definition of employment, no specific reference is made to elec-
tion by government units. The remaining State, Alabama, has no
provision for elective coverage of excluded services.

While six of the 25 States (Missouri, North Dakota, Pennsyl-
vania, Texas, Utah and Wyoming) have interpreted the general

coverage provisions to permit election by government units,
only North Dakota, Pennsylvania and Wyoming have used the
provisions to bring any government workers under the law’s pro-
tection. By administrative decision in Pennsylvania, elective cov-
erage is restricted to school cafeterias, volunteer fire companies and
municipal authorities.

While employment for government establishments is consider-
ably more stable than in manufacturing, construction or many other
branches of private industry, involuntary unemployment does occur.
The Bureau of the Census estimates that unemployment rates
nationally among state and local government workers in the years
1958-1960 were, respectively, 2.1, 1.3, and 1.9 per cent. Some
governmental activities are seasonal or temporary. Workloads do
fluctuate, and staff fluctuates accordingly. The Division of Em-
ployment Security itself is a good example of a fluctuating work-
load ; it pays out a much higher number of unemployment checks
in the winter months when outdoor activities are greatly curtailed
than in the summer months

Tables C and D summarize the experience of other state govern'

ments where some degree of coverage is given to state and local
p'overnment employees. In every case, the cost of these benefits

insured as a ratio of total wages is considerably less than the cost
of benefits paid to beneficiaries from private industry. In New
York and Connecticut where the coverage of state employees is
mandatory, the cost as a ratio of wages ranged between one third
and one half of the comparable cost to employees in private in-
dustry. In Wisconsin, Rhode Island and Minnesota the cost was
over half but still considerably below that in private industry.

6. Estimated Unemployment among State and Local
Government Employees.
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The analysis of other States’ experience indicates that benefici-
aries from state government generally receive lower benefit rates
than beneficiaries from local government and private industry and
that all classes of government workers have longer durations of
unemployment than do beneficiaries from private employment.

A. Benefits to State Government Workers. Data for the year
1959 show the range in benefits paid as a per cent of total wages.
——- - ■ m

Benefits as a Per Cent of Total Wages.
States financing Benefits to
Government Workers on a

Reimbursable Basis, Year 1959. State Local • Non-government
Government. Government. ! Employers.

New York 0.60 1.21 1.62
Wisconsin 0.55 0.44 0.89

Michigan 0.14 xx 1.37

Minnesota 0.59 NA 1.02
District of Columbia 0.12 1 xx 0.47
Oregon 0.33* 1.25*
Connecticut 0.68 0.60 1.49
Rhode Island 1.37 —* 1.68
Idaho 0.47* 1.37* 1.57*
New Hampshire 0.12 0.09 5 1.05
Massachusetts (MTA only) .... 0.06 xx 1.3 1

State Local
Government. Government. Non-government.

States financing Benefits
on a Contributory Basis,

Year 1959. Contri- Contri- _ .. Contri-
bution Benefit bution Benefit bution Benefit
Rate. Cost- Rate. Cost. Rate. Cost.

California 6
.... NA NA i 0.60 0.42 1.14 1.34

Washington 6 .... 1.77 1.01 1.40 0.99 1.72 1.65
Kentucky 7 .... 2.00 0.67 xx xx 1.58 1.49
Tennessee 7 .... 0.94 0.60 NA NA 1.18 1.14
North Dakota ... xx xx 2.21 5.33 0.99
Arizona 7 0.60 0.34 xx xx 0.82 0.85

7. Estimate of Probable Cost

1 District government.
* Data for 12 months ending June, 1960.
» Not shown because of small amount of coverage,
4 Data for 12 months ending June, 1959.
6 Data for 12 months ending March, 1960. Represents one government unit
6 Data for 12 months ending June, 1959.
7 State coverage is limited to Employment Security Agency itself.
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In every case the cost runs below the comparable benefit cost for
private industry.

The median cost rate for unemployment benefits to workers from
state government in 1959 was approximately 6/10ths of one per
cent of total payroll. In three of the States included in this tabula-
tion, the only state agency covered was the Employment Security
Agency itself. The cost rate in this group of three States was
above the median rate because of the seasonal fluctuation in the
workloads of these agencies.

If this median cost rate of 0.6 per cent had been applied to the
estimated Massachusetts state payroll of $175,000,000 in 1959,
benefits to state workers would have cost $1,050,000. In a study of
unemployment compensation to state employees in 1958, a year of
high industrial unemployment, Joseph Krislov found that such
compensation could be financed at less than 0.5 per cent of total
payroll and that in years of normal unemployment, such a program
could be financed at a cost of 0.2 per cent of total payroll. 1

The extremely low cost of benefits paid to Massachusetts MTA
workers highlights one provision in the present Law which is partly
responsible for this low cost. Section 28 provides that individuals
receiving retirement allowances or pensions based on services per-
formed for an instrumentality of the Commonwealth are specifically
excluded from benefits based on wages paid for these if the instru-
mentality contributed to the pension on the basis of these wages.
It is evident that the type of legislative provisions affecting eligi-
bility for benefits could have a major effect on the level of benefit
costs to state and local government workers.

B. Benefits to Local Government Workers. The median cost rate
in 1959 for the five States where 1,000 or more local government
workers were covered was 6/10ths of 1 per cent. Wisconsin, where
such coverage was mandatory for first class cities and which ac-
counted for three fifths of the local government workers covered,
had a cost rate of 44/100ths of 1 per cent.

The following shows the 1961 payroll of selected Massachusetts
cities and towns and the approximate cost of election if all employees
in these cities and towns were covered in a year when unemploy-
ment was at the Wisconsin 1959 rate:

1 “Cost of UnemploymentCompensation for State and Local Government Employees” In Public Personnel
Review, January, 1960.
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Cost of Unemployment
Total 1961 Estimated Benefits on a

Municipality Payroll (in 000’s). 1 Reimbursable Basis
at 0.44% of Payroll.

Boston $105,215 $463,000

Brockton 7,849 35,000
Brookline 8,452 37,000

Cambridge 13,159 58,000
Chicopee 5,264 23,000

Fall River ...... 9,114 40,000

Holyoke 7,625 34,000
Lawrence 6,875 30,000

Lowell 9,224 41,000

Lynn 10,816 48,000
Malden 6,184 27,000

Medford 6,702 29,000

New Bedford 9,462 42,000
Newton 14,730 65,000

Pittsfield 6,755 30,000
Quincy 13,694 60,000
Somerville 8,727 38,000

Springfield 21,289 94,000
Waltham 6,414 28,000
Worcester 24,652 108,000

1 Source: Compendiumof City GovernmentFinances in 1961, U. S. Department of Ci
the Census (Q-CF6I-NO. 2).

The foregoing estimates represent an unrealistic situation where
all employees, elected, classified or unclassified, would be covered
by the unemployment insurance systems. In actual practice, ex-
clusions from coverage would reduce the costs of coverage to em-
ployees from local government units. Experience in other States
has shown that few local government units elect coverage under the
unemployment insurance system.

It thus appears that benefits paid to employees of local govern-
ment could probably be financed at a comparable cost rate to those
for employees of state government. This finding is based on limited
data in view of the small number of covered employees of local
government on whom we have any information.

C. Benefits hy Local Government Division. The following shows
the 1961 Massachusetts payrolls by local government division and

Bureau of
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applies the median 1961 local government cost rate of 0.44 per cent
to each of these divisions:

Provisions for financing Coveraqe of State and Local
Government Err

he 10 States 1 which cover their state employees mandatorily
squire each government unit to reimburse the unemployment insur-requ

ance fund for the amount of any benefits paid on the basis of govf am

the payroll tax. This method ofeminent wages in lieu of paying
financing benefits also applies to local government units in all of
these States, except Idaho wher rch local government units are
financed bv the payroll tax. T onal States (Californiar

Massachusetts and Vermont) pr Ide for the financing of benefits
f certain governr Nt units on a reimbursable basisto

and the District of Columbia fu benefits to all its employe
4on such a I 1 Vermont the provision for reim-In California ar

bursement of benefits applies only to local governments, and in
Massachusetts to those instrumentalities that have been authorized
by the State legislature to elect coverage. Benefits to state em-

ployees in California are financed by the payroll t

1 Connecticut, Idaho, Hawaii, Michigan, Mini
ad Wisconsin.

New York Rhode Island“W

Table C shows the frequent occurrence of longer duration and
lower benefit checks experienced by beneficiaries from government
as compared with those from private industry.

Table D illustrates the range in cost of benefits expressed as a
per cent of total wages for beneficiaries from government establish-
ments as compared with those from private industry.
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“The reimbursable method is, in effect, self-insurance on a pay-
as-you-go basis. Although this method of financing benefits negates
the unemployment insurance principle of balancing income and
expenditures over a period of time to meet the risk of unemploy-
ment, the government as an employer may finance benefits on a
pay-as-you-go basis because of its size and stability and the assur-
ance of continuity.

“Even if such a method were available to employers generally,
there is no assurance that, it would be suited to them. For example,
many individual enterprises, unlike the government, do not have a
continuing existence. While a particular government unit may be
discontinued, its financial obligations would be met by the State.
Thus, no matter what happens to a government unit, the unemploy-
ment insurance fund would be reimbursed for benefit payments
made to government workers. There is no such assurance with
respect to the reimbursement of payments made to employees in
private industry when firms go out of business.

“Were the reimbursement method made applicable to individual
employers, they would not be able to meet their risk of unemploy-
ment on a pay-as-jr ou-go basis, since they would be faced with the
burden of making substantial payments into the unempolyment
insurance fund at a time when they would be least able to do so.
With respect to employers generally, therefore, unemployment in-
surance has been financed on the principle that the unemployment
insurance fund is built up during periods of relatively high employ-
ment for the payment of benefits during periods of unemployment.” 1

9. Financing of Benefits to State and Local Government Workers.
“An important consideration in providing coverage for state and

local government workers is the method by which benefits paid to
such workers are to be financed Two methods have been used:
(1) reimbursement by government units for benefits actually paid,
the most prevalent method, and (2) imposition of the payroll tax
applicable to private employers.

“The choice of method of financing will naturally be influenced
by costs. The legislature is likely to prefer the method which will
result in the lowest costs. Costs, in turn, are influenced bv the
extent of coverage. If coverage is limited to temporary workers

i “Extension of Coverage Under State Unemployment Insurance Laws: Employees of State and Local
Governments”, Bureau ofEmployment Security, U. S. Departmentof Labor, BES No. U-109.
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or to scattered units which elect coverage, the ratio of benefits to
total or taxable wages may be so high that the payroll tax method
would cost less, because of the ceiling on tax rates. Coverage of
all workers, including permanent civil service workers, will probably
result in benefits which are very low in relation to wages, making
the reimbursement method the cheaper. In fact, because of the
high cost in relation to probable payments, provisions for broad
coverage on the payroll tax basis may discourage legislators from
passing such legislation.

“On the basis of available data it appears that the reimbursement
basis will result, generally, in a significantly lower cost ratio than
the tax basis.

“The reimbursement method is available to government units
because such units are not considered to be ‘persons’ within the
meaning of the Federal Unemployment Tax Act. Thus, the Federal
law provision requiring, as a condition of tax credit, that the state
unemployment insurance law grant reduced rates of contributions to
a ‘person’ only through a system of experience rating that meets
the requirements of the Federal law is not applicable to government
units.” 1

Under House, No. 252 and House, No. 952, direct benefit costs
are to be reimbursed by the agency or agencies which employed the
beneficiarv in his base vear.

Unless the legislation makes some provision for charging admin-
istrative costs elsewhere for benefits paid to ex-employees of other
governmental agencies, the Division of Employment Security
would have to absorb administrative costs which might run 10 per
cent of the benefits disbursed to ex-government workers. Presum-
ably, benefits paid to separated employees of the Division of Em-
ployment Security itself would be an added administrative cost to
that Division. Connecticut in 1959 paid out $559,900 in benefits
to state employees, of which $lOO,OOO went to employment security
personnel due to heavy layoffs following the 1958 recession.

The Employment Security Fund could be affected by the lag in
reimbursements of benefits paid to government workers. The
balance in the Fund could, therefore, be continuously depressed by
the amounts of benefits paid out in this lag period.

10. Charge Administration to Administrative Costs.

1 “Extension of Coverage under State Unemployment Insurance Laws: Employees of State and Local
Governments'’, Bureau of Employment Security, U. S. Department of Labor, BES No. U-109.
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Part B: Extension of Coverage to Employees of Non-profit Organizations.

In all States except Alabama and Massachusetts, employers may
elect coverage of services excluded from the definition of employ-
ment in their state employment security laws. Such election is
subject to the approval of the state agency.

Senate, No. 315 and House, No. 259 and No. 1803 provide that
such election be made possible for services performed for non-profit
organizations presently exempted under the Massachusetts Law.
A survey of the extent of employment for this type of organization
indicates that they employ some 150,000 individuals in the Common-
wealth and account for between 7 and 8 per cent of all employment.
Employment both in educational and medical services is growing
rapidly, in contrast to that in many manufacturing industries.

The largest amount of exempted employment in Massachusetts
for non-profit organizations is for schools and universities with ap-
proximately 65,000 employed; hospitals and other health services
account for approximately 55,000; non-profit membership organiza-
tions for 28,000, and other classes of non-profit organizations for
approximately 5,000.

Table 1. Estimated Employment in Xon-profit Organizations in Massachusetts.

1959 1960 1961

Total 146,700

Hospitals 50,650 52,230 INA
Other health services 1,540 INA INA
Schools 60,300 63,500 65,600
Other educational facilities 1,470 INA INA
Non-profit membership organizations . . 27,740 INA INA
Other ......... 5,000 INA INA

1. Introduction

2. Extent of Employment in Massachusetts in Non-profit
Organizations.

Source: Current Employment Series of Bureau of Labor Statistics.
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SENATE No. 315

By Mr. McCann (by request), petition of Philip Zlochiver and others for legis-
lation to permit voluntary coverage for employees of non-profit institutions under
the Employment Security Act. Labor and Industries.

the Lear One Thousand Nine Hundred and Sixty-Two

An Act permitting voluntary coverage for non-profit insti-
tutions EMPLOYEES UNDER THE EMPLOYMENT SECURITY ACT.

Be it enacted by the Senate and House of Representatives ;
Court assembled, and by the authority of the same, as follow.

General

1 Section 6of chapter 151A, as most recently amended, is
2 hereby further amended by striking out subsection (g) and
3 substituting therefor the following new subsection:
4 (g) Service performed in the employ of a corporation, or of
5 a community chest, fund or foundation, so called, organized

nd operated exclusively for a religious, charitable, scientific,
or for the purpose of the pre-
t animals, no part of the net

7 literary or educational purpose
8 vention of cruelty to children
9 earnings of which inures to the benefit of any private shareholder

10 or individual, and no substantial part of the activities of which
11 is carrying on propaganda, or otherwise attempting, to influence
12 legislation, unless said employer elects to be subject to this
13 chapter in accordance with the procedure set forth in section ten
14 of this chapter, and is a corporation organized and operated
15 exclusively for a scientific or educational purpose.

Cfre Commontoealtb of Massachusetts
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HOUSE No. 259

By Mr. Khachadoorian of Arlington, petition of Gregory B. Khachadoorian for
legislation to permit voluntary coverage for employees of non-profit institutions
under the Employment Security Law. Labor and Industries.

In the Year One Thousand Nine Hundred and Sixty-Two.

An Act permitting voluntary coverage for non-profit in-

THE EMPLOYMENT SECURITYstitutions EMPLOYEES UNDEI

ACT.

Be it enacted by the Senate and H
Court assembled, and by the author'd1

use of Revresentatives in General
of the same, as follows:

>f the General Laws is hereby1 Section 6of chapter 151 A oi
2 amended by striking out subsect
3 1 of chapter 393 of the acts oi
4 thereof the following subsection:

tion (g), as appearing in section
if 1961, and inserting in place

5 (g) Service performed in the employ of a corporation, or of
6 a community chest, fund, or foundation, so called, organized
7 and operated exclusively for religious, charitable, scientific, test-
-8 ing for public safety, literary, or educational purposes, or for
9 the prevention of cruelty to children or animals, no part of the

10 net earnings of which inures to the benefit of any private share
11 holder or individual, no substantial part of the activities of
12 which is carrying on propaganda, or otherwise attempting to
13 influence legislation, and which does not participate in, or in-
14 tervene in (including the publishing or distributing of state-
15 ments), any political campaign on behalf of any candidate for
16 public office, unless said employer elects to be subject to this
17 chapter in accordance with the procedure set forth in section
18 ten of this chapter;

Cbe Commontoealtl) of e^agsacfnisetts
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HOUSE No. 1803

By Mr. Patrone of Boston, petition of the Mass. StateLabor Council, AFL:CIO,
and Charles L. Patrone for permitting voluntary coverage for employees of non-
profit institutions under the employment security act. Labor and Industries.

In the Year One Thousand Nine Hundred and Sixty-Two

An Act permitting voluntary coverage for non-profit in-

stitutions’ EMPLOYEES UNDER THE EMPLOYMENT SECURITY ACT.

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

1 Section 6of chapter 151A, as most recently amended, is
2 hereby further amended by striking out subsection (g) and

substituting therefor the following new subsection
4 (g) Service performed in the employ of a corporation, or of a
5 community chest, fund or foundation, so called, organized and
6 operated exclusively for a religious, charitable, scientific, literary
7 or educational purpose, or for the purpose of the prevention of
8 cruelty to children or animals, no part of the net earnings of
9 which inures to the benefit of any private shareholder or indi-

-10 vidual, and no substantial part of the activities of which is
11 carrying on propaganda, or otherwise attempting, to influence
12 legislation, unless said employer elects to be subject to this
13 chapter in accordance with the procedure set forth in section
14 ten of this chapter.

C&c Commontoealtft of Massachusetts
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4. Specific Provisions of Bills
The bills submitted merely permit an employer who is granted

exemption because of his type of activity to elect coverage volun-
tarily. They differ somewhat from each other and from the section 6
(g) now in effect.

Senate, No. 315 and House, No. 1803 omit the present provision,
“and which does not participate in; or intervene in (including the
publishing or distributing of statements), any political campaign
on behalf of any candidate for public office

Senate, No. 315, alone, of the three, repeats the provision that the
organization electing must be a corporation organized and oper-
ated exclusively for a scientific or educational purpose.

Only House, No. 259 of the three bills repeats the present ex-
elusion of “testing for public safety

All three bills omit the subjec
same financial provisions will ;
private industry. A discussion
report.

of financing, which means that the
pply that apply to employers in
of financing is given later in this

5. Extent of Coverag in Other State Laws.

All States except Alaska, Colorado and Hawaii exempt service in
the employ of a corporation, community chest, fund, or foundation
organized and operated exclusively for religious, charitable, educa-
tional, or similar purposes, if no part of the net earnings inures to
the benefit of any private shareholder or individual. Seven States 1

amended their laws in 1961 to make such exemption contingent upon
exemption from Federal income tax. Two States, Nevada and South
Carolina, specifically provided that such exemption is contingent
upon exemption from the Federal Unemployment Tax Act. Many
of the remaining States have a general provision in the law covering
any service which is covered under the Federal Unemployment
Tax Act.

Colorado exempts only certain specified types of service for non-
profit organizations. In Alaska and Hawaii, service performed in
the employ of non-profit organizations is exempt if the remuneration
for such service is less than $5O in any calendar quarter. Alaska

1 California, Florida, Nebraska, North Carolina, South Dakota, Texas and Wisconsin.
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and Hawaii also exempt service performed by a minister or by a
member of a religious order, but Hawaii applies the exemption only
to the religious (and not to the secular) duties performed by mem
bers of such orders. Alaska, in addition, excludes services of nurses.
technicians and professional employees of non-profit hospitals and
members of the faculty of a non-profit college or university.

Thirty-four States, including Alaska and Hawaii, exempt part-
time service for other non-profit organizations exempt from Federal
income tax if the remuneration per quarter does not exceed $45 (or,
in accordance with the 1950 amendment to the Federal Unemploy-
ment Tax Act, is less than $5O

Related also are the exclusions of the service of students for the
educational institutions in which they are regularly enrolled (in
accordance with a 1960 amendment to the Federal Unemployment
Tax Act) (34 States), and of student nurses in hospitals or training
schools and interns (29 Stab

To ascertain the attitude of non-profit organizations toward a
proposal to permit voluntary coverage of their employees under the
Massachusetts Employment Security Law, a questionnaire (Ex-
hibit A) was sent to about 5,000 of these entities. Some 3,300 re-
sponses were received; 1,684were from organizations which reported
no individuals employed. Another 150 returns were invalid because
of wrong addresses, ceased operations, mergers, or other reasons.
An analysis of the remaining 1,468 replies follows: only 13 per cent
(192) of the respondents, mainly small entities, favored coverage
of all employees. About 2,150 of the 54,550 workers reported by
all of the employers responding were employed by these organiza-
tions favoring coverage. (These figures are on the low side since
many units did not report their employment.) Another 29 per cent
of the respondents were undecided and 3 per cent expressed no
opinion, mainly because they were interested in more detail about
the proposed legislation or board action was required to reach a
decision. The remaining 55 per cent, which included most of the
hospitals, schools and colleges and many churches, voiced their

6. Survey of Non-profit Orgo.nizati.ons in Massachusetts

1 Source: Comparisonof State Unemployment Insurance Laws as of January 1,1962: U. S. Department of
Labor, Bureau of Employment Security, BES No. U-141.
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opposition to the measure (in some cases very strongly). The many
inquiries received by the Division would indicate, however, that an
overriding reason for this opposition was the anticipated cost which
would play havoc with their tight budgets and might necessitate
increased fees.

With respect to limited coverage, only 87 of those organizations
not in favor of complete coverage were interested. The indicated
number of additional workers (here also the response was incomplete)
who would benefit from limited coverage was less than 500. Some
350 entities were undecided about limited coverage.

Responses varied by type of organization. For analytical pur-
poses the following four categories were set up:

1. Medical: —hospitals, nursing services and homes, homes for
the elderly or for children, research and other allied medical
services.

2. Educational: —private schools and colleges, museums, librar-
ies, research agencies and other services allied to education.

3. Religious: churches and services related to religion. (The
Roman Catholic Church was sent questionnaires, addressed to the
four chancellories; the two responses received were both in the
negative.)

4. Other: YWCA’s, boys’ clubs, girls’ clubs, social agencies,
foundations, trusts, etc.

Complete coverage was accepted by 55 (15 per cent) of the 369
organizations classified as medical, 12 per cent of the 176 in the
educational group, 38 (8 per cent) of the 465 religious bodies, and
87 (19 per cent) of the units listed as other. Some of these respond-
ents indicated that coverage would assist them in the competition
for workers; many of the others voiced their opposition to extension
of unemployment compensation to their group, implying that turn-
over was not a problem even while admitting they had difficulty in
securing help. They blamed this difficulty on the fact that unem-
ployment benefits were available, thus reducing the incentive for
job seekers.
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A more detailed breakdown of the responses appears in the fol-
lowing table:

Table 2. Attitude Toward Voluntary Coverage of all Employees by Organization
by Response.

Employment.l
Interested Number of
in Election. Establishments.Activity.

Total. I Full-time. Part-time.

Total, All Activities . I 1,468 54,549 40,815 13,734
: Medical ... j 369 17,595 12,488 6,107

Yes | 66 1,004 641 463
No ] 218 13,627 9,730 3,797
Undecided 87 2,886 2,061 826

No answer 9 178 156 22

Educational ... 176 27,338 22,144 6,194

Yes 12 217 181 36

No 102 24,636 20,192 4,444
Undecided 66 2,245 1,612 633Undecided
No answer 240 159 81

465 4,851 3,114 1,737

38 269 191 78
Religious

Yes
No 1,1753,722 2,547265

394727 333146Undecided
No answer 90133 4316

458 4,765 3,069 1,696

87 645 443 202

224 2,050 1,239 811

130 1,919 1,324 595

17 151 63 88

Other

Yes
No

Undecided
No answer

1Employment figures Incomplete, especially for medical group.
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The results of the survey of non-profit organizations indicate that
relatively few organizations would elect to cover their employees
under the unemployment insurance system. Both hospitals and
schools were generally opposed to such elections. While spokes-
men for both groups stressed the stability of their employment,
the principal deterrent to election would be the cost of electing
coverage.

All organizations electing coverage would pay contributions ini-,
tially at the rate of 2.7 per cent of the taxable wages of the indi 1
viduals covered. They would not be eligible for any reduction from
the initial rate of 2.7 per cent until their third year of coverage.

New York for many years has advocated a special financing ar-
rangement which would allow the non-profit organizations electing
either to reimburse the Fund for benefits paid to their employees
or to contribute on the same basis as employers in private industry.
Governor Nelson Rockefeller made the following statement on
April 30, 1962, in approving a piece of New York legislation which
allowed non-profit organizations to elect to cover certain classes of
employees, generally those with either stable employment or no
real attachment to the labor force:

“While approving this legislation as a step in the right direction,
I recognize that, in its present form, it does not represent a solu-
tion to the fundamental problem. The principal obstacle to the
extension of unemployment insurance to all employees of non-
profit-making institutions has been the inability of these institu-
tions to assume the full cost burden of normal unemployment
insurance contributions. This obstacle can only be overcome by
action at the Federal level to authorize coverage on a reimburs-
able cost basis. Yet, recently the Secretary of Labor, speaking on
behalf of the National Administration, refused to endorse legisla-
tion which would permit individual states to determine the method
by which unemployment insurance coverage could be extended to
employees of non-profit institutions. This position was consisten
with the systematic exclusion of such employees from other bene-
fits provided by Federal law. Because of the failure of the Federal
Government to take action to authorize coverage on other than a
full contribution basis, my Administration has been unable to pro-
vide for the general extension of unemployment insurance protec-
tion to employees of these institutions.”

7. Estimated Costs and Financing Provisions.
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I he element of cost is pointed up by the recent experience of the
District of Columbia. The following is quoted from Commerce
Clearing House, a tax service:

“Tax Relief Allowed D. C. Nonprofit Corporations.
“In March of this year P. L. 87-424 amended the District of

Columbia’s unemployment statute to cover for the first time ap-
proximately 20,000 employees of educational, scientific and literary
associations. Subsequent hearings by the House Committee for
the District revealed that the tax thus imposed on many schools and
hospitals was so high as to necessitate anticipated increases in tui-
iion and patient fees. In attempting to alleviate this situation, the
feature of the law looked to was the mandatory three years during
which an employer must pay contributions at the maximum rate
before he may be eligible for a reduction under the experience pro-
vision. One university, for example, estimated that its tax pay-
ments would amount to one; milli
for an experience rating.

n dollars before it could qualify

‘ ‘ Contained in this Report is H
into law by the President on Sept
profit organizations from the thre
tion, and creates in its stead an eli

R. 12762 (P. L. 87-705), signed
mber 27, 1962. It excepts non-
i-year period of maximum taxa-
bility assessment for experience

based on a one-year period. Accordingly, these nonprofit groups
who elected coverage as of January 1, 1962, may now qualify for
rate reductions as early as the third quarter of 1963; the earliest
date possible under the unamended statute would have been 1966.

“The House Committee also reported that the three years of
maximum taxation would have created a reserve of several million
dollars in the unemployment fund. This, it was felt, would be ex-
cessive especially in view of the relatively stable employment pat-
terns in these institutions. Under the new law, it is estimated that
the fund will still net $750,000 during the period from July 1, 1963,
until the end of 1965, and that at the same time these nonprofit
employers will save approximately $3,250,000.,n

Commerce Clearing House, Unemployment Insurance Reports, Number 50, October 9, 18
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A Suggested Amendment to Subsection (g) of Section 6 of Chapter 151A
is Attached as Appendix A.

9

In the Year One Thousand Nine Hundred and Sixty-Two.

An Act permitting voluntary coverage for non-profit insti-
tutions’ EMPLOYEES UNDER THE EMPLOYMENT SECURITY ACT.

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

1 Section 6of chapter 151 A of the General Laws is hereby
2 amended by striking out subsection (g), as amended by section 2
3 of chapter 414 of the acts of 1962, and inserting in place thereof
4 the following subsection;
5 (g) Service performed in the employ of a corporation, or of a
6 community chest, fund or foundation, so called, organized and
7 operated exclusively for religious, charitable, scientific, testing
8 for public safety, literary, or educational purposes, or for the
9 prevention of cruelty to children or animals, no part of the net

10 earnings of which inures to the benefit of any private share-
-11 holder or individual, no substantial part of the activities of which
12 is carrying on propaganda, or otherwise attempting to influence
13 legislation, and which does not participate in, or intervene ip
14 (including the publishing or distributing of statements), any
15 political campaign on behalf of any candidate for public office,
16 if the employing unit is exempt from income tax under section
17 501 (a) of the Federal Internal Revenue Code; provided, that
18 the employing unit for which the services are performed has not
19 elected to become fully subject to this chapter under section

Appendix A.

Cjje Commontoealtt) of Qpassacfjusettg
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20 ten; and, further provided, that the employing unit so electing,
21 in addition to the mandatory exclusions provided for in subsec-
-22 tions (j), (.k ) and (I) of this section, may exclude from coverage
23 services performed by all individuals as (1) duly ordained min-
-24 isters, priests, rabbis, Christian Science readers, members of a
25 religious order, or by any other individuals performing service in
26 the practice of religion by designation of the governing body of a
27 religious organization and subject to discipline, including re-
-28 moval, by such governing body; (2) as members of the faculty
s°9 or the teaching or administrative staff of a school, college or

university; (3) as members of the professional staff of a hospital
31 the performance of whose services requires a license under the
32 laws of the commonwealth; .
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Exhibit A.

Division of Employment Security,

Affiliated with the United States Employment Service,
881 Commonwealth Avenue, Boston 15.

Attention Director. m
Gentlemen: The Massachusetts General Court has directed this Di “

vision to study an amendment which would permit non-profit organizations
to elect voluntary coverage under the Massachusetts Employment Security
Law. Such election would give their employees or selected classes of em-
ployees the same unemployment insurance now provided employees in
private industry

In order that this Division may collect information for the Legislature,
I would appreciate your kind cooperation in answering the following ques
tionsand returning the original of this letter by A postage-
free envelope is provided. Even if you have no desire to elect covera
it will be of help if you return this for

1. Approximately how many paid €

current week?
nployees are on your payroll in the

Full-time: All Part-time: All
FemaleFemale

2. a. Would you elect to cover your employees under the Employment
Security Law?

All employees? □ Yes
□ No

Undecided
b. If not all employees, would you elect to cover certain classes of

employees?
Yes
No
Undecided ||j|

c. What are these classes and approximately how many are employed
in them?

n with that information

Cl)t CommontoealtJ) of

Name of Class Number Employed
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3. If possible, give a rough estimate of the approximate number in the
classes you might choose to cover who were involuntarily separated
from your employment in 1961.
Estimated number separations

Your questionnaire will be held confidential but your answers will be
combined with those from other organizations in a summary for the use
of the legislators. Thank you for any help you may be able to give us.

Very truly yours

DIVISION 01 EMPLOYMENT SECURITY.

Antonio England,

Director
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