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To the Honorable Senate and House of Representatives:

Pursuant to Part the Second, Chapter I, Section I, Article
II of the Constitution of the Commonwealth of Massachusetts, I am
returning unsigned House Bill No. 2935 entitled "An Act Relative
To Restoring Solvency To The Unemployment Insurance Trust Fund."

This bill must be vetoed because it imposes substantial and
unnecessary cost increases on Massachusetts employers at the
worst possible time and thereby jeopardizes the economic recovery
that we are all working so hard to achieve. Under the bill,
employer contributions in 1992 would increase 64% above their
1991 levels; these increases would be applied retroactively to
January 1, 1992. The bills would also continue to rise
precipitously in the future. By 1994 employer contributions will
have increased approximately 120% over 1991 levels. These
increases translate into a $1.7 billion additional burden on our
job creating industries. Further adding to this enormous burden
are employer contributions to pay for a health insurance program
for unemployed workers which can also be expected to triple in
cost because of eligibility and benefit changes in the Health
Security Plan, changes which have been logrolled along with the
unemployment insurance bill to avoid independent consideration.

The conseguences of this bill are potentially ominous for
both employers and employees. It could drive some employers out
of business and others out of state. Other employers who were
hoping to hire new employees will not be able to do so and some
will have to lay off existing employees. Even the bill itself
seems to acknowledge some of the problems it will create by
establishing a state bailout program to lend employers money to
pay for these draconian assessments.
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I believe that a different approach is called for as we
cultivate our nascent economic recovery. We must hold employer
contributions at current levels in 1992 in order to give our
businesses the breathing room they need in this very difficult
year. In this regard it is important to recognize that the
unemployment system is expressly designed to borrow from the
trust fund during difficult times and to build up the trust fund
during good times and not the opposite. This bill would,
however, generate a huge surplus in the trust fund, as much as $1
billion by the end of 1996, if the unemployment rate declines as
the most recent economic forecasts project.

This bill makes none of the structural reforms we proposed
when we sent this bill back for amendment on April 3, 1992, even
though the Massachusetts unemployment insurance system is by a
wide margin the most generous and costly in the country and
places our businesses at a competitive disadvantage. The
amendments we suggested would have saved approximately $2OO
million annually without taking one penny from people currently
receiving unemployment insurance, or impacting in any substantial
way the future benefits of full-time workers who become
unemployed through no doing of their own. These amendments would
have also generated the savings necessary to eliminate the
deficit in the fund by the end of 1996 without increasing
employer contributions. The amendments were, however, rejected,
although a number of them had passed in the Senate when they were
originally considered.

For these reasons, I believe this bill has potentially dire,
as well as unnecessary, economic consequences for Massachusetts
and must be vetoed.

Respectfully,

1/0-
William F. Weld
Governor


