
ECONOMIC SECURITY ACT 

SATURDAY, FEBRUARY 9,1935 


UNITEDSTATES C O M M I ~ ESENATE ON FINANCE, 
Washington, D.C .  

The committee met pursuant to call, a t  1.0: 10 a. m., in the Finance 
Committee room, Senate Office Building, Senator Pa t  Harrison, 
chairman, presidin . 

The CHAIRMAN. f submit for the reconl a letter from Dr. Witte, 
Executive Director Committee on Economic Security, transmitting 
for the consideration and study of the Committee two model State 
unemployment-insurance bills, suggestions for a State old-age assist- 
ance law, and accompanying explanatory statements. 

COMMITTE~ON ECONOMICSECUBITY, 
Washington, Pebruarg 9, 1995. 

Hon. PATHABW~ON, 
Chaimzam Piwance Cormnittee of the United States Senate, 

Washircgtow, D. C. 
D U B  SENATOR HAREI~ON: While Dr. William M. Leiserson, a member of the 

technical board of this committee, was testifying on the pending Economic 
Security Act, your committee expressed a wish that  the model State unem-
ployment-insurance bill which we were preparing should be submitted to your 
committee for  purposes of the record. 

We have now completed two model State unemployment-insurance bills, one 
for a pool-fund system and the other for a plant account system. These two 
bills with a n  accompanying explanatory statement a re  enclosed herewith. 

We have also prepared suggestions for a State old-age-assistance law. This 
is, likewise, being transmitted to you herewith. 

Whether you desire all of this material to be included in the record I do 
not know, but as  your committee expressed a wish to  have this submitted. 
I am doing so  herewith. 

Very truly yours, 
C O M M I ~ ~ON E ~ N O M I QS E ~ T ' P ,  
EDWINI!:. W m ,  

Eaeoutive Director. 

(With completely pooled fund)  

The Federal measure for economic security (now pending in Congress) gives 
every State both opportunity and urgent reason for enacting a State unemploy- 
ment-compensation law in 1935. 

The Federal security measure permits employers to credit (against the Fed- 
eral pay-roll t ax)  their contributions under any State unemployment-compen- 
sation law which meets certain minimum Federal standards. 

Each State which passes such a law promptly will be able to  set up a State 
unemployment-compensation fund, thus using for  State purposes that  money 
which would otherwise be paid into the Federal Treasury by the  State's 
employers. 
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To assist each State in enacting a suitable law, assuring its employers 
the Federal tax credit, the President's Committee on Econoniic Security has 
had two model State bills prepared after months of study and discussion. 

These bills are  very carefully drafted to meet all the requirements of the 
Federal measure, including: ( a )  Standards for granting tax credits to employ- 
e rs ;  and ( b )  stantlards for granting Federal money to pay the administrative 
costs of such State laws. 

(1)  The attached model bill is of the " pooled fund " type. Under this t j p e  
of bill all contributions are paid into a single, untlivided fund (with no segre- 
gation of the amounts paitl in by each employer). Benefits will be paid frdm 
such pooled fund to any and all eligible employees. Provisions for veryinq 
employer contribution rates to some extent?, based on their employment and 
benefit experience, may be incorporated in such a bill if the State so desires. 

(2 )  An alternative model bill of the "reserves" type is being prepared and 
will be sent to you shortly. Under this type of bill, part of the total contri- 
butions paid into the State fund will be "pooled "; but the major part of encl~ 
employer's contributions will be segregated (within the fund) into separate 
employer accounts, aiid benefits will be paid from an employer's account only 
to his own eligible employees. After several yetlrs of contribution and benrfit 
payments, each em],loyer's contribution rate will depend on his actual emplog- 
ment and benefit experience. 

Wide latitude is thus left the several States in mauy respects ( a )  a s  to the  
general type of unemployment compensation law to be adopted, with two types 
of model bill suggested, and also ( b )  as to many other important questions 
(amount and duration of benefits, etc.). 

I t  is suggested, however, that each State executive or legislator who plans t@ 
make any change in either of the model bills (grepared by the Committee on 
Economic Security) might do well to write the committee for advice on the 
vital question : "Would the proposed change prevent the State law from quali- 
fying for ( a ) Federal tax credits to employers, and ( b )  Federal aid for Stute 
administration? " 

By thus writing the Committee on Economic Security, each State call he 
advised whether the proposed changes ( a ) will meet Federzii requirements and 
(b) 	are  consistent, or conKict with other provisions of the model bill" itself. 

The Committee's address is  1734 New Pork A!-enue, Washinqton, D. C. 

TOPICAL OUTLINE OF H I L L  

Section 1. Short title. 

Section 2. Declaration of public policy of the State. 

Section 3. Deflnitions: (1)  Beneflt, (2 )  commission. (3)  contributions, (4) 


eligibility, (5) employe?, (6) emplo~er. (7)  wkl>loyment, (8) employment 
office, (9) full-time weekly wage, ( a )  hourlj rate of earnings, ( b )  full-time 
weekly hours, (10) fund, (11) partial unemployment, (12) pay roll, (13) 
total unemployment, (14) unemployment administration fund. (15) mages, 
(16) waiting-period unit, (17) week, ( 1 R )  week of employment. 

Section 4. UrlempIogment compensatioii fund: (1)  Fund, (2)  withdrawals, 
(3 )  treasurer, (4 )  deposit. 

Section 5. Contributions: (1) Payment, (2) st:~ntlard rate of contributions, 
(3 )  1936 and ID37 contribution rates, (4)  futurP rates, based on benefit ex-

perience, or (4)  study of contribution rates, ( 5 )  employee contributions. 
Section 	6. Beneflts: (1)  Pagnlent of bcLncfits, t 2 )  weekly henefits for total 

unemployment, (31 weekly benefits for partial unemployment, (4 )  1-to-4 
ratio of benefits to  emplo~ment, (5 )  lnaximum weeks of benefit ill any year, 
(6 )  lumys~lm benefit option, (7) additional beuefits (1-to-20 ratio). 

Section 7. Benefit eligibility conditions : (1) Employment requirement, or (1) 
probationnry-service period. (2 )  nvntlability and registration for work, (3) 
waiting period, ( 4 )  during trade disputes. ( 5 )  uolunt:~ry lcaving, (6) dis-
charge for misconduct, (7)  refusal of suitable emplnyment, (8 )  employees 
barred f r o n ~  benefits by waqe disqualification. 

Section 8. Settlement of benefit claims : (1)  Filiug, ( 2 )  initial determination, 
(3)  appeals, (4 )  appeal tribunals, ( 5 )  procedure, ( 6 )  commission review. 
(7)  appeal to courts, (8) oaths and witnesses. 

Section 9. Court review. (Not drafted because of difference in State courts. 
etc.)

Section 10. ITnemployn~ent Compensation 	Cornrniesioi~: (1)  Organization. (2)  
sa la r i~s ,  ( 3 )  quorum. 
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Section 11. Administration: (1) Duties and powers of commission, (2) general 
commission rules, (3) publication, (4 )  personnel, (5) advisory councils, (0) 
employment stabilization, (7)  records and reports, (8) representation in 
court, (9)  State-Federal cooperation, (10) employnle~it offices. 

Section 12. Acceptance of act of Congress relating to  employment service: (1)
Formal acceptance, (2)  State employnlent service, (3) financing. 

Section 13. Reciurwal benefit arraiigement wit11 other States. 
Section 14. rotk kc ti on of rights and benefits: (1) Waiver of rights void, (2) 

limitation of fees, (3) no assignment or garnisl~ment of benefits. 
Section 15. Collection of contributions: (1) Interest on tardy payments, (2) 

bankruptcy, (3) court action. 
Section 16. Penalties. 
Section 17. Unemplojment administration fund:  (1)  Special fund, (2) Federal 

aids, (3) employment-service account. 
Section 18. Appropriations. 
Section 19. Saving clause. 
Section 20. Separability of provisions. 
Sectioli 21. Effective date. 

SECTION 1. SHORT TITLE 

This act shall be known and may be cited a s  the "Unemployment compensa- 
tion law." 

SECTION 2. DEICLAEATION O F  PUBLIC POLICY OF THE STATP) 

Nw.-The sponsor of a State bill will probably wish to  draf t  the state- 
ment of public policy. The following statement is appropriate and may be 
used if desired, but this precise wording is not essential to conform to the 
proposed Federal legislation. 

As a guide to  the interpretation and application of this act, the public policy 
of this State is declared to  be as  follows: Economic insecurity due to  unemploy- 
ment is a serious menace to  the health, morals, and welfare of the people of 
this State. Involuntary unemployment is therefore a subject of general interest 
and concern which requires appropriate action by the legislature to prevent i t s  
spread and to lighten its burden which now so often falls with crushing force 
upon the unemployed worker and his family. Social security requires pro-
tection against this greatest hazard of our  economic life. This can be provided 
only by application of the insurance principle of sharing the risks, and by the 
systematic accumulation of funds during periods of employment to provide 
benefits for periods of unemployment, thus limiting the serious social conse-
quences of poor relief assistance. The legislature, therefore, declares tha t  in 
its considered judgment the public good, and the general welfare of the workers 
of this State require the enactment of this measure for the compulsory setting 
aside of unemployment reserves to be used for the beneflt of persons unemployed 
through no fault of their own. 

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

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

(2) "Comnlission means the unemploynlent compensation commission estab- 
lished by this act, or its authorized representative. 

NOTE.-If another aclministrative agency than that suggested herein is 
used, the name of such. a g e n y  should be abbreviated and defined, and 
when the word " cornnlrssion appears, the abbreviated name of such 
agency should be ,,substituted. 

(3) "Contributions means the money payments to the State ui~einployment 
compensation fund required by this act. 

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

(5)  "Emplo~ee" means any person employed by a n  employer subject to this 
act and in employment subject to this act. 
(6) "Employer" means any person, partnership, association, corporation,

whether domestic or  foreign, or the legal representative, trustee in bankruptcy, 
receiver, or trustee thereof, or the legal representative of a deceased person, 
including' this State and any municipal corporation or other political suhdi- 
vision thereof, who or  whose agent or  predecessor in interest has employed a t  
least four persons in employment subject to this act within each of 13 or . 
more calendar weeks in the year 1935 or any subsequent calendar yenr; pro- 
vided that such employment in 1935 shall make an employer subject on Janu:~ry 
1, 1936, and such employment in any subsequent calendar year shall make a 
newly subject employer subject for all purposes a s  of January 1of the calendar 
year in which such employment occurs. I n  determining whether an employer
(of any person in the State) employs enough persons to be an "employer"
subject hereto, and in determining for what contributions he is liable here- 
under, he shall, whenever he contracts with any contractor or subcontractor 
for any work which is part of his usual trade, occupation, profession, or busi- 
ness, be deemed to employ all persons employed by such coutractor or  sub-
contractor on such work, and he alone shall be liable for the contributions 
measured by wages paid to such pprsons for such work; except a s  any such 
contractor or  subcontractor, who would in the absence of the foregoing provi- 
sions be liable to pay said contributions, accepts exclusive liability for said 
contributions under a n  agreement with such en~ployer made pursuant to gen- 
e ra l  commission rules. All persons thus enlployetl by an employer (of any 
person) within the State, in all  of his several places of employment maintained 
within the State, shall be treated as  employed by a single "employer" for 
the purposes of this ac t ;  provided, moreover. that where any person, partner- 
ship, association, corporation, whether domestic or foreign, or the legal repre- 
sentative, trustee in bankruptcy, receiver, or trustee thereof, or the legal repre- 
sentative of a deceased person, either directly or  through a holding company 
or otherwise, has a majority control or ownership of otherwise separate busi- 
ness enterprises employing persons in the State, all  such enterprises shall be 
treated as  a single "employer" for  the purposes of this act. Any en~ployer 
subject to this act shall cease to be subject hereto only upon a written applica- 
tion by him and after a flnding by the commission that he has not within any 
calendar week within the last completed calendar year employed four or more 
persons in  employment subject hereto. Any employer (of any person within 
the State) not otherwise subject to this act shall become fully subject hereto, 
upon filing by such employer with the commission of his election to become 
fully subject hereto for not less than 2 calendar years, subject to written ap- 
proval of such election by the commission. 

(7) "Employment" means any employment in which all or the greater par t  
of the person's work (within the continental United States) is or was custo- 
marily performed within this State, uncler any contract of hire, oral or  
written, express or implied, whether such person was hired and paid directly 
by the employer or through any other person employed by the employer, pro- 
vided the employer had actual or constructive knowledge of such contract. 
Such employment shall include the person's entire employment (in all States, . 
including the District of Columbia). I n  the case of all other persons employed 
partly in this State  and partly in other States, the term " employment " shall 
include the employment of such persons to the extent prescribed by general 
rules adopted by the commission. Except as  provided in any reciprocal beneflt 
arrangement made pursuant to this act, "employment" shall not include any 
employment included in any unemployment compensation system established by 
a n  act of Congress. 

Nor shall the term " employment " apply to-' 
(a)Employnleut on a governmental relief project approved by the com-

mission ; 

I The inclusion of the State and local governments ns employers i s  not  required in the 
proposed Federal legislation. Congress does not have the power to tax the pay rolls of 
State and local governments, and obviously could not require State and local govern-
ments to contribute to  a State unemployment conlpensation act. I t  i s  suggesed however,
that Stnte and local empl~yee?~  be covered, $wept those in the employments exLmpted in 
paragraphs (a )  to ( d )  of the employment definition below. 

2 The last sentence and exemptioy ( a )  to ( d )  should be omitted lf State and local 
governments are excluded from the employer" definition (6)  above. 
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( b )  Employment as  an elected or appointed public of8cer; 
(c)  Employment by a governmental unit on an annual salary basis; 
( d )  Employment as a teacher in a public school, college, or university. 
(8) "Employment office" means that free public employment ofece (oper-

ated by the State) or branch thereof nearest to the employee's place of resi-
dence or employment, unless otherwise prescribed by the commission. 

(9) An employee's " full-time weekly wage " means the weekly qfrnings such 
employee would average from his employment if employed a t  the hourly rate 
of earnings " and for the " full-time meekly hours " applicable to such employee. 

(a)  The applicable " hourly rate of earnings " shall be determined by aver-
aging the employee's actual earnings for a t  least 100 hours of employment by 
his most recent employers. 

(b )  An employee's "full-time weekly hours " shall mean the standard maxi- 
mum weekly hours which can lawfully be worked by the employee (in the 
employment in question) under the applicable Federal code of fair competi- 
tion or under any applicable State code or law specifying lower maximum 
weekly hours. Where there is no code or law applicable, the commission shall 
determine the employee's full-tipe weekly hours by averaging his weekly hours 
for all calendar weeks (in a t  least the past 3 months) in which he worked 30 
hours or more, or by such equitable method as  the commission may by general 
rule prescribe for determining a full-time standard of not less than 30 weekly 
hours for benefit purposes. In  the case of any employee who is found by the 
commission, a t  the time be becomes eligible for benefits to be unable by reason 
of physical disability or by reason of continuing personal obligations (other 
than employment) to work half the full-time weekly hours which prevail in 
such establishment for full-time employees, the commission shall determine his 
full-time weekly hours for benefit purposes by averaging his weekly hours for 
all weeks (in a t  least the past 3 months) in which he worked. 

(10) "Fund"  means the unemployment compensation fund estnblished by 
this act, to which all contributions and from which al l  b e n d t s  required under 
this act shall be paid. 

(11) "Partial unemployment ": An employee shall be deemed "partially 
unemployed " in any calendar week of partial work if he fails to earn in wage 
(and/or any other pay for personal services, including net earnings from self- 
employment) for such week a t  least $1 more than the amount of weekly bene  
flts for total unemployment he might receive if totally unemployed and eligible. 

(12) "Pay roll" means the total amount of all wages payable by the em- 
ployer to his employees, commencing with wages payable for employment occur- 
ring nfter employer becames nt,wly subject to this act. 

(13) "Totfil unemployment : An employee shall be deemed "totally un-
employecl" in any calendar week in which he performs no wage-earning serv- 
ices whatsoever and for which he earns no wages (and no other pay for per- 
sonal services, including net earnings from self-employment), and in which 
he cannot reasonably return to any self-employment in which he has cus-
tomarily been engaged. ' 

(14) "Unemployment administration fund " means the unemployment com-
pensation administration fund established by this act. 

(15) "Wages " means every form of remuneration for employment received 
by a person from his employer, whether paid directly or indirectly by the 
employer, including salaries, commissions, bonuses, and the reasonable money 
value of board, rent, housing, !pdging, payments in kind, and similar advantage& 

(16) "Waiting-period unit means a period (for which no beneflts are pay- 
nble but during which the employee is in all other respects eligible) consisting 
of either 1 week of total unemployment or 2 weeks of partial unemployment, 
required a s  a condition precedent to the receipt of benefits for subsequent 
unemployment, ,fs prescribed in this act. 

(17) "Week means calendar week. 
(18) W e ~ k  of employrncnt " means each calendar week (occurring a t  least 

1 year after contributions flrst become generally due under this act from em- 
ployers then subject hereto and occurring after any probationary period or  
periods required hereunder) within which the person in question performed 
any employment subject to  this act for any employer subject to this act :  Pro-
vided, ho?,ceuer,That any week (occurring within the customary school vaca- 
tion periods) in which an  employer employed an employee who attended a 
school, college. or university in the last preceding school term shall not be 
counted a s  a '' week o f  employment " in determining the beneflt rights of such 
employee under this act. 
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SEC. 4. UNEMPLOYNENT-CO&IPEKSSXTION F r N D  

( 1 )  Fund.-There is hereby creatrd the unemployinent-com~)ensationfund, 
to be administered by the commission without liability on the part of the State 
beyond the anloilnts paid into and earned by the funtl. T l ~ i s  fund s!laIl consist 
of all contributions aiid money paid into and received by  the fund as  provided 
by this act, of property and secliritirs acquired by and through the use of 
moneys belonging to the fund, and of interest earned upon tile moneys helonging 
to  the fund. 

( 2 )  Withdruzc-als.-The f i ~ n dshall he adniinister~d in trnst a i ~ d  used solely 
to pay benefits, upon vouchers drawn on the fund 1)s the coininission pursuant 
to general commission rules, and no other disbursement sliall br made there- 
from. Such rules shall be governed by and consisterlt with ally ap]~lical)le 
constitutional rcquiremcnts, but the procedure prescribed hy snc.11 rules shill1 
be deemed to satisfy (and sliall be in lieu of) any and all s ta t~l torg require- 
ments (for specific appropriation or other formal release by State officers of 
State moneys prior to their expenditure) ~vhich might otherwise I)e applicable 
to withdraWals from the fund. 

N m - T h e  first sentence of the above subsection is necessary to coilform 
to  the requirement of the Federal bill that the fund be used errclusively for 
the paxment of benefits. Administrative expeilses \\-ill have to be paid 
from Federal allotments for this purpose, or from other sources. Attention 
is called to the fact tliat the number of benefit paynients to be made' from 
the State fund will be extremely large in most States, though the amount 
of the individual payments will be small. I t  is therefore a d r i s a b l ~  to 
utilize a method of withdrawals from the fund \\-l~icl~will involve a 
niinimum of administrative cspense, consisteilt n i th  adequate protection 
of the fund. I n  some States tlie custoniary 1)rocedl:re for the liaj-ment from 
public funds ~ ~ c n l d  be unnecessarily expensire. 

( 3 )  !17reasurer.-The commission sliall designate a treasurer of the fund 
who shall pap all vouchers duly drawn upon the fund in sucll maniier as tlie 
commission may prescribe. He shall hare custody of all inoneys helonging 
to  the fund and not otherwise held or deposited or inve\ted pursuant to this 
action. The treasurer shall give bond conditioned on the faithful performance 
of his duties as  treasurer of the fund, in a form pr~scribed by statute or 
approved by the attorney general and in a n  amount specified by tlie commission 
and approved by the governor. All premiums upon bonds required pursuant 
to this section when furnished by an authorized surety company or by a duly 
constituted governmental bondlng fund shall be paid from the unemployment 
administration fund. The treasurer shall deposit and/or invest the fund 
under the supervision and control of the commission, subject to the provisions 
of this act. 

(4 )  Deposit.-&411 contributions paid under this act shall upon collection be 
deposited in or invested in the obligations of the unemployment-trust fund of 
the United States Government or its authorized agent, so long a s  said trust 
fund exists, notwithstanding any other statutory 13rovision to the contrary. 
The commission shall requisition from the unemployment-trust fund necessary 
amounts from time to time. 

NoTE.-T~~ above subsection ( 4 )  is  necessary to meet the requiremcnts of 
the Federal Ikll. 

The wording of the entire section creating the State unemployment com-
pensation fund is  also important, because of constitutional provisions con- 
cerning the custody and management of " State funds" in several States. 
Four States (California, New Rlexico, Wyoming, and Michigan) require 
the deposit of " State funds " or " public funds " in State or national banks. 
Since i t  is anticipated that the United States Treasury will designate banks 
within the State to act as  its agent, even the constitutional provisions of 
these States (lo riot conflict with the requirements of the Federnl economic 
security bill for the deposit of State unemployment compensation funds 
with the unemployment trust fund of the United States. 

SECTION 5 .  CONTIUBUTIONS 

(1 )  Paymevat.-On and after the 1st day of January 1936 contributions shall 
accrue and become payable by each employer then subject to this act. T h e r e  
af ter  contributions shall accrue and becoine payable by any new employer on 
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and after the date on which he becomes newly subject t o  this Act. The con- 
tributions required hereunder shall be paid by each employer in such manner 
and a t  such times a s  the commission may prescribe. 

(2)  Btmdard rate  of cont7.ibrtions.-The contributions re-qlarly payable 
by each employer shall be an amount equal to 3 percent of his pay roll, except 
a s  otherwise provided in this act. 

Nm.-The Federal pay-roll tax on employers (under the economic 
security bill) will be 3 percent for the year 1938, and therafter. For 
the years 1936 and 1937, however the tax rate  (which will depend on a 
Federal index of production) may be 3 percent, 2 percent, or 1 percent. 
,(Of course all provisions of t h e  Federal bill a re  subject to possible change 
by Congress.) Any State which desires to make its 1936 and 1937 con-
tribution rates correspond exactly to the tax-rate clauses of the Federal 
security mrasure (as  introduced) can use the following language : 

( Optionat provision) 

(3 )  193G and 1957 contvibutio~r. rates.-The contributions payable by each 
employer for the calendar years 1936 and 1937 shall be determined as  follows: 
(a)If the Federal Reserve Board's adjusted index of total industrial production 
averages, for the year ending September 30, 1935, not more than 84 percent 
of its average for the years 1923-25, inclusive, the commission, shall certify that 
fact to the secretary of state, and each employer shall contribute for the calen- 
dar year 1936 an amount equal to  1 percent of his pay roll; ( b l  if such index 
averages for such year, more than 84 percent but less than 95 percent of such 
earlier average, such fact shall be so certified, and each employer shall con- 
tribute for the calendar year 1936 an amount equal to 2 percent of his pay roll: 
(a)  if such index averages for the year ending September 30, 1936, not more 
than 84 percent of such earlier average, such fact shall be so certified, and each 
employer shall contribute for the calendar year 1937 an amount equal to 1 per-
cent of his pay roll, except that in no event shall the measure of contributions 
for the calendar year 1937 be less than the measure of contributions for the 
calendar year 1936; ( d )  if such index averages, for the year ending September 
30. 1936, more than 84 percent but less than 95 percent of such earlier average, 
surh fact shrlll be so certified and each employer shall contribute for the calen- 
dar year 1937 an amount equal to 2 percent of his pay roll, except that in no 
event shall the measure of contributions for the calendar year 1937, be less 
than the measure of contributions for the calendar year 1936. 

NOTE.-Under the proposer1 Federal economic security measure a State 
may, after 5 years, reduce contribution rates for employers who have shown 
a good unemployn~ent compensation experience.. Two alternate provisions 
a re  given below for States that may wish to take advantage of this pro- 
vision in the Federal measure. Both provisions are  entirely optional with 
the State. 

(Optionat provision) 

(4 )  Studg of contribution rates.-For a period of 3 years after the contribu- 
tions accrue nnd become payable under this act, the commission shall study the 
operations of this act relative to the financial aspects and the sufficiency of con- 
tributions hereunder, and shall submit a report of i t s  findings and recommenda- 
tions thereon to the legislature not later than February 15, 1939. 

(4)  Puttirp rates, based on benefit experience.-Basecl on the actual contri- 
bution and benefit experience of employers under this act, the commission shall 
(in the year 1941 and in e ~ c h  calendar year thereafter) classify employers in 
accordance with said experience: and shall determine for each employer the 
rate  of contributions which shall apply to him throughout the calendar year 
pursuant to said experience and class'fication. The minimum contributions thus 
payable to the fund shall in no case amount to less than -' percent on the 
employer's pay roll. and the average contribution rate of all employers shall be 
approximately 3 percent (on pay roll) for any calendar year. An employer's 
contribution rate shall in no case be reduced until there has been a t  least 3 
calendar years throughout which his employees received or could have re-

This flgure must be at  least 1 percent under the pending economic security measure, 
but is, of course, subject to flnal action bg Congress. 
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ceived benefits when and if unemployed and eligible. The commission shall 
investigate and classify industries, employers, and/or occupations with respect 
to the degree of unemployment hazard in each, taking due account of any rele- 
vant and measurable factors, and shall have power to apply any form of classi- 
flcation or  rating system which in its judgment is best calculated to  rate indi- 
ridually the unemployment risk most equitably for each employer or group of 
qnployers and to encourage the stabilization of employment. The general basis 
of classification proposed to be used for  any calendar year shall be subject to 
discussion, adoption, and publication in the manner prescribed in this act for 
all general commission rules. 

(Optional prouisi'on) 

(5 )  Contributions bu emp1ouees.-Each employee shall contribute to the fund 
1percent of his wages. Each employer shall be responsible for withholding 
such contribution from the wages of his employees, shall show such deduction on 
his pay-roll records, and shall transmit all such contributions to the fund 
pursuant to general commission rules. 

NoTE.-T~~ State is not required to include the above subsection (6).
I t  is being set forth here for due consideration by each State. 

Worker contributions cannot be offset or  credited against the Federal 
t ax  on pay rolls, which is payable by employers alone. Hence the inclu- 
sion by a State of subsection (5)  would not be a substitute for, but rather 
an addition to, the contributions above required from employers. 

Additional contributions to  the fund, from any source, would of course 
make possible additional benefits from the fund. (See the " actuarial 
memorandum" as  to what benefits could be paid with additional contri- 
butions. ) 

SECTION 6. BENEFITS 

(1)  Payment of benefits.-After contributions have been due under this act  
for 2 years, benefits shall become payable from the fund to any employee who 
thereafter is or becomes unemployed and eligible for benets, based on h i s  
weeks of employment a s  defined in this act, and shall be paid through the 
employment offices a t  such times and in such manner as  the commission may 
prescribe. 

Nmz.-The above provisions should not be altered, since the proposed Fed- 
eral bill requires a s  a condition for the allowance of credit against the  
Federal pay-roll tax tha t  payment of all compensation must be made 
through the public employment offices in the State and must commence 2 
years after contributions a re  first made under the State law. 

(2 )  Weelclu benefits for total unemplolpnt.-An employee totally unem-
ployed and eligible in any week shall be paid benefits (computed to the nearest 
half dollar) a t  the rate of 50 percent of his full-time weekly wage, with max- 
imum benefits of $15 per week, and minimum benefits of $---.--' per week. 

NOTE.-T~~ maximum weekly benefit of $15 per week indicated here is 
open to change by the Stnte. It is not required by the Federal bill. It 
is presumed that  each State  will desire to flx a maximum which i t  deems 
appropriate in the particular State. Official cominissions on unemploy-
ment insurance in New Pork, Ohio, California, and Virginia have recom- 
mended a maximum of $15 per week, while the New Hampshire com-
mission recommended $14. The maxin~um in the Wisconsin law is $10, 
but the contribution rate is 2 percent. 

(3) Weekly benefits for  partial unmp1oyment.-An employee partially un-
employed and eligible in any week shall be paid sufficient benefits so that his 
week's wages (and/or any other pay for personal services, including net 
earnings from self-employment) and his benefits combined will be $1 more than 

S t a t e s  may also wish to tlx a minimum weekly benefit for total unemployment. Senate 
bill no. 1 of New Fork provides a minimum of $5. Few of the proposed unemployment 
compensation bills provide for any minimum. 

Practically all of the special commissions which have studied unemployment compensa-
tion in this country have recommended that the benefit rates be set a t  50 percent of the 
full-time weekly earnings. With contributions of 3 percent, or even 4 percent, this is 
about the maximum weekly rate of benefit which can be provided unless the duration of 
benetlts i s  shortened. It  Is generally thought advisable to fix the benetlt rates a t  this 
Bgure, and to adjust the duration of benetlts and the waiting perlod to meet the 
employment experience of the State. 
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the weekly benefit to which he would be entitled if totally uriemployed in 
that week. 

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

(4) Onedto-four ratio of benefits to mployment.-The aggregate amount of 
benefits an employee may a t  any time receive shall be limited by the number 
of his past weeks of employment against which benefits have not yet been 
charged hereunder. Each employee's benefits shall be thus charged against his 
most recent weeks of employment available for this purpose. Each employee 
shall receive benefits in the ratio of one-quarter week of total unemployment 
benefits (or an equivalent amount, as  determined by general commission rules, 
of benefits for partial unemployment or for partial and total unemployment 
combined) to each week of employment of such employee occurring within the 
104 weeks preceding the close of the employee's most recent week of 
employment. 

NOTE.--This ratio will serve to guard the fund against excessive pay- 
ment of benefits t o  those with only a limited amount of previous employ- 
ment to their credit. The ratio may be lowered to 1 to 3 if it  is desired 
to liberalize this provision, or raised to 1to 5 if i t  is desired to make bene- 
fit requirements more stringent; but this would modify the actuarial basis 
of thls bill to some extent. 

(5) Maximum weeks of benefit ilz any year.-Benefits shall be naid each 
employee for the weeks during which he is totally or partially unemployed and 
eligible for benefits based on his past weeks of employment; but not more 
than -weeks of total unemployment benefits (or an  equivalent total 
amount, a s  determined by commission mles, of benefits for partial unemploy- 
ment or for partial and total unemployment combined) shall be paid any em- 
ployee for his weeks of unemployment occurring within any 52 consecutive 
weeks. 

NOTE.-A maximum duration of 16 weeks has been most discussed, based 
on estimates of what could have been provided if an unemployment com-
pensation system embodying the standards contained i n  this bill had been 
in operation from 192230 in the United States a s  a whole during that  
period. If a State has had more unemployment than the average for the 
United States it  would be advisable for such State to provide for a shorter 
maximum dzrntion of benefits than ,;6 weeks. Each State is advised to 
consult the actuarial memorandum accompanying this bill to ascertain 
the maximum number of weeks of benefits it can safely provide. 

(6) Lump-sum benefit option.-In lieu of paying to an eligible employee in 
weekly (or other) installments the maximum amount of beneflts to which his 
past weeks of employment might entitle him under this act (in case he re-
mained continuously unemployed and eligible), the commission may discharge 
the fund's entire benefit liability to such employee, based On his past weeks of 
employment, by paging him a lump sum equaling not less than 50 percent or  
more than 8 percent of said maximum amount of benefits. But lump-sum pay-
ments shall be thus made only in unusual cases (such a s  when the employee 
has no prospect of securing further employment in the locality, but may secure 
employment elsewhere). The commission shall by general rules determine on 
what percentage basis and under what unusual conditions such lump-sum pay- 
ments shall be made, and each such case shall be subject to specific approval 
by the commission. 

NOW.-This provision is  designed to encourage workers who have no 
further prospect of employment in the community (e. g., because of aban- 
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donment of a factory or mine) to seek employment elsewhere, rather than 
to remain in the community until their benefit rights a r e  exhausted. 

(7) Additional benefits (1  to 20 ratio).-An eligible employee who has re-
ceived the maximum benefits permitted under subsection (5) shall receive 
additional benefits in the ratio of 1week of total unemployment benefit (or its 
equivalent) to each unit of 20 aggregate weeks of employment occurring within 
the 260 weeks preceding the close of the employee's most recent week of em-
ployment, and against which benefits have not already been charged under this 
act. Such additional benefits shall be charged against the employee's most 
recent weeks of employment available for this purpose. 

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

BECTION 7. BENEFIT ELIQLDILITY CONDITIONS 

(1 )  Employment requirement.-An employee shall be deemed eligible for 
benefits for any given week of his unemployment only if he has  either ( a )  
accumulated 40 weeks of employment subject hereto within the 104 weeks im- 
mediately preceding the date of his application for benefits, or ( b )  accumulated 
26 weeks of employment subject hereto within the 52 weeks immediately pre- 
ceding the date of his application for benefits. 

Nm.-The above subsection (1)  is designed to prevent the payment of 
benefits to persons who work only intermittently, spasmoclically, or for 
brief seasonal periods in insured employment, in order to prevent their 
depleting the fund a t  the expense of the regularly employed worker. The 
State may, a t  i ts option, modify or even eliminate this provision, but this 
would to some extent modify the actuarial basis of this bill. 

The following is a possible alternative provision to the above subsection 
(1). This substitute would tend to have a rather similar effect, in restrict- 
ing benefits to workers making frequent changes in employment. 

(1 )  Required probationary period.-An employee shall be deemed eligible 
for benefits, based on his employment by a given employer, only after he 
has been employed by such en~ployer within any 2 weeks (subsequent to 
the first year of contributions under this act or to any later date on which 
the employer in question first becomes subject to this act) .  

(2 )  Availability and registration for work.-An employee shall not be eligible 
for benefits i n  any week of his partial or total unemployment unless in such 
week he is physically able to work and available for worlr, whenever duly 
called for work through the employment office. To  prove such availability for 
work, every employee partially or totally unrmployed shall register for work 
and shall Ale claim for benefits a t  the employment office, within such time limits 
and with such frrquency and in such manner ( in  persen or in writing) a s  
the commission may by general rule prescribe. No enlployee shall be eligible 
for benefits for any week in which he fails without good cause to comply with 
such registration and filing requirements. A copy of the commission's rules 
covering such requiremtmts shall be furnished by it to each employer, who 
sllall inform his employees of the terms thereof when they become unemployed. 

(3)  Waiting period.-Benefits shall be payable to  an employee only for his 
weeks of unemploymerlt occurring subsequent to a "waiting period" whose 
duration shall in each case be determined a s  follows. An aggregate of ------
waiting-period units shall be required of the employee within the 52 weeks 
preceding the start of any given week of unemployment. 

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

Nm.-The Committee on Economic Security takes no position a s  to 
what the length of the waiting period should be. The State may specify 
a waiting period of 2, 3, or 4 weeks, or any other period i t  considers suit- 
able. I t  should be emphasized, however, that a long waiting period will 
result in a considerable saving to the fuud because of the large amount of 
unemployment of 2 or 3 weeks' duration, and that such saving will 
make possible a longer maximum duration of benefits to those unemployed 
longer than the waiting period. The "actuarial memorandum" accom-
panying this bill should be consulted, and the appropriate adjustment 
made in the nlaximum duration of benefits allowed. 
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(4) During trade disputes.-An employee shall not be eligible for benefits 
for any week in which his total or partial unemployment is  directly due to a 
labor dispute still in active progress in the establishment in which he is or 
was last employed. 

(5) Voluntary 1eming.-An employee who has left his employment volun- 
tarily without good cause connected with such employment shall be ineligible 
for beneflts for the week in which such leaving occurred and for the 3 next 
following weeks; provided, moreover, that  such weeks shall be charged ( a s  
if benefits for total unemployment had been paid therefor) against the em-
ployee's most recent weeks of employment (by the employer in question) 
against which benefits have not previously been charged hereunder. 

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

(6) Discharge for misconduct.-An employee who has been discharged for 
proved misconduct connected with his employment shall thereby become ineli- 
gible for benefits for the week in which such discharge occurred and for not 
less than the 3 nor more than the 6 next following weeks, a s  determined 
by the commission in each individual case; provided, moreover, that the ineligi- 
ble weeks thus determined shall be charged (as  if benefits for total unem-
ployment had been paid therefor) against the employee's most recent weeks of 
employment (by the discharging employer) against which benefits have not 
previously been charged hereunder, and shall also be counted aga:nst his 
maximum weeks of benefit per year. 

Nom.-The above provision leaves desirable flexibility, so that the 
peualty can be varied to suit the circumstanc~es of each individual case. 

The following is a more rigid (alternative) provision: 
(6)Discharge for mbconduct.-An employee who has been discharged 

for p7:oved miwonduct connected with .his employment shall thereby be-
come ineligible for any further benefits based on his past weeks of em-
ployment by the discharging employer, and also inelig ble for beneflts 
(based on other employment) for the week in which such discharge oc-
curred and for the 3 next following weeks; provided, moreover, that  
such weeks shall he counted (as  if benefits for total unemployment had been 
paid therefor) ngninst the employee's maximum weeks of benefit per year. 

(7) Refuuctl of suitable emp1oyntent.-If an otherwise eligible employee 
fails, mitliout good cause, either to apply for su'table employment when notifled 
by the employment office, or to accept suitable employment when offered him, 
he shall thereby become ineligible for benefits for the week in which such failure 
occdurred and for the 3 next following weeks; provided, moreover, that such 
weeks shall be charged (as if beneflts for total unemployment had been paid 
the-efor) against the employee's most recent weeks of employment against 
which benefits have not previously been charged hereunder, and shall also be 
counted against h's maximum weeks of beneflt per year. 

" Suitable employment" shall mean any employment for which the em-
ployee in question is reasonably fitted, which is located within a reasonable 
distance of his residence or last employment, and which is not detrimental to 
his health, safety. or morals. No employment shall be deemed sd'table, and 
benefits shall ~ i o t  be denied under this act to any otherwise eligible employee 
for refusing to accept new work, under any of the following conditions: ( a )  If 
the position offered is vacant due directly to a strike, lockout, or other labor 
dispute; ( 0 )  if the wages, hours, and other conditions of the work offered a re  
less favorable to the employee than those prevailing for similar work in the 
local'ty; (0) if acceptance of such employment would either require the em- 
ployee to join a company union or would interfere with his joining or retaining 
membership in any bona fide labor organization. 

N ~ T E . - T ~ ~  " is  required in the above definition of suitable employment " 
Federal bill, and the wording of the entire last sentence should not be 
altemd. 

(Optional provision) 

(8) Employees barred from benefits by wage disqua1ifiation.-An employee 
shall not be eligible for any benefits whatever based on his past weeks of 
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employment by a given employer, if he loses his employnXent with such 
employer arfter being regularly employed by him (for a t  least 20 out of the 
last 24 calendar months) on a minimum salary basis (payable and paid, fo r  
each of such 20 months, whether or not the employer had wage-earning work 
available for the employee) amounting to a t  least $ -per month. 

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

The $15 weekly benefit maximum will in itself result in  higher-paid 
workers receiving in benefits a relatively lower percentage of their full-time 
weekly wages. 

I f  some wage-disqualification is to be used, i t  should not be based on 
mere hourly or weekly wage rates but rather on annual (salary) earning. 

Hence, the above subsection is set forth (as  the best provision of this 
type), without being recommended. 

SEOTION 8. SETTLEMENT OF BEA'IWIT CLAIMS 

NOTEON HANDLING CLAIMS.-The following section has the great advant- 
age of leaving the appeal arrangements flexible, so that they can be set 
up (and changed) by the administrative authority after further study and 
experience, without the necessity of legislative amendments. 

(1) FfZing.-Benefit claims shall be filed a t  the employment office, pursuant 
to general commission rules. 

(2) Initial determination.-A deputy designated by the commission shall 
promptly determine whether or not the claim is valid, and the amount of 
benefits apparently payable thereunder, and shall duly notify the employee and 
his most recent employer of such decision. Benefits shall be paid or denied 
accordingly, unless either party requests a hearing within 5 calendar days 
after such notiilcation was delivered to him or was mailed to his last lmolvn 
address. 

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

(4)  Appeal tribunals.-To hear and decide disputed claims, the commission 
may establish one or more appeal tribunals consisting in each case of 1 
full-time salaried examiner (or  commissioner) who shall serve a s  chairman, 
and of 2 other mambers, namely an employer or representative of employers 
and an e~nployee or representative of employees, who shall each be paid a fee 
of not more than $10 per day of active service on such tribunal (plus necessary 
expenses) and shall serve until replaced by the commission, except that no 
person shall hear any case in which he is a directly interested party. The 
chairman of such appeal trihnnal may act for i t  a t  any session in the absence 
of one or both other members, provided they have had due notice of such 
session. 

(5)  Procedure.-The manner in which claims shall be presented, the reports 
thereon required from the employee and from employers, and the conduct of 
hearings and appeals shall be governed by general commission rules (whether 
or not they conform to common law or statutory rules of evidence and other 
technical rules of procedure) for determining the rights of the parties. A 
full and complete record shall be kept of all proceedings in connection with 
a disputed claim. A11 testimony a t  any hearing shall be taken down by a 
stenographer, but need not be transcribed unless the disputed claim is  further 
appealed. 

(6) Commissim review.-The commission shall have the power to remove 
or transfer the proceedings on any claim pending before a deputn appeal 
tribunal, or commissioner; and may on its own motion (within 10 days after 
the date of any decision by a deputy, appeal tribunal, commissioner, or by the 
commission a s  a body) affirm, reverse, el~xnge, or set aside any such decision, 
on the basis of the evidence previously submitted in such case, or direct the 
taking of additional testimony. 
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( 7 )  Appeal to cwrts.-Except a s  thus provided, any decision (unless ap-
pealed pursuant to general commission rules) shall, 10 days after the date of 
such decision, become the final decision of the commission, and all  findings of 
fact made therein shall (in the absence of fraud) be conclusive; and such 
decision shall then be subject to judicial review solely on questions of law. 
Such judicial review sllall be barred unless the plaiutiff party has used and 
exhausted the remedies provided hereunder and has commenced judicial action 
(with notice to the commission) within 10 days after a decisioil hereunder has 
become the final decision of the commission in the disputed case. 

(8) Oaths and tcitnesses.-In the discharge of their duties under this section 
any deputy, any member of an appeal tribunal, and any examiner, comll~is- 
sioiler, or duly authorized representative of the commission shall have power 
to  administer oaths to persons apl?earing before them, take depositions, certify 
to official acts, and by subpenas (served in the iilanner i11 which court sub- 
penas a re  served) to conipel attendance of witnesses and the production of 
books, papers, documents, and records necessary or convenient to  be used by 
them in connection wit11 any disputed claim. Witness fees and other expenses 
involved in proceedings under this section shall be paid to the extent necessary, 
a t  rates specified by general commissiorl rules, from the uiiemploy~neilt admin- 
istration fund. 

bECTION 9. WUET E E V I A V  

(Not clraftrd because of cliflerence i11 State courts. etc.) 

Each State should draft a section consistent with its judicial structure and 
procedure. This section should specify: (1)  Type of legal action, (2) the 
court or courts to be used, (3)  transmission by the commission of the record 
i n  the case, (4)  assessment of court costs, etc. 

Some States have, under their accident compensation laws, found i t  desirable 
to  have a single court handle all  such cases, thereby developing a tribunal 
with specialized knowledge and experience in this fleld. Such procedure might 
well be followed in the new field of unemployment compensation. 

Notc on ddrnilzistrative Orgonixation. (Porsiblr types).-The work involved 
in thc administration of a State uncmploynlent compensation law will be very 
considerable. 

The administrative expenses (including the operation of public employment 
offices), judging by experience abroad, will be a t  least 10 percent of the annual 
contributions. For each million of population, if the State's employment and 
wage rates a re  about the average of the entire country, unemployment c m -
pensation contributions ( a t  3 percent) would average about $3,500,000 annually 
under existing conditions, and the administrative expenses ( a t  10 percent) 
would be about $350,000 annually (per million of population) after beneflts 
start.  (Federal grants will cover most of these administration costs, provided 
the State administration complies with Federal standards.) 

Hence, many States will desire to create a new full-time commission, suitable 
fo r  dealing with the many new accounting, legal, and administrative problems. 
This bill embodies the organization of such a commission (see sec. 10, below), 
briefly a s  follows : . 

1.Administration by a new salaried commission of three members, which 
will determine the policies, adopt necessary rules and regulations, act as  the 
board of review for appealed cases, and have general supervision of the routine 
administration through a director o r  a secretary.

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

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

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

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

118807-35--39 
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BECTION 10. UEEMPLOYBIENT COMPENSATTON COMMISBION 

(1 )  0rgawizmtion.-There is  hereby created a con~mission of three members, 
to be known a s  the unemployment-compensation conimission of ---------------. 

(State) 
The members of the commission shall be appoillted by the Governor within 
90 days after the passage of this act. The ctrmlnissioners thus appointed shall 
serve, a s  designated by the Governor a t  the time of appointment, 1 for a term 
of 2 years, 1for a term of 4 years, and 1for a term of 6 years. At the expi- 
ration of such initial terms appointments shall be made for  a term of 6 years 
in each case. Any appointment to  a vacancy shall be for  the unexpired term 
in question. No commissioner shall, during his term of office, engage in any 
other business, vocation, or employment, or serve a s  an officer or committee 
member of any political party organization. The Governor may a t  any time, 
after public hearing, remove any commissioner for gross inefficiency, neglect of 
duty, malfeasrince, misfeasance, or nonfeasance in office. 

(2) i3aZaries.-Each commissioner shall be paid a fixed monthly salary, a t  
the rate  of------thousand dollars per year of service, from the unemploy- 
ment administration fund. 

NOTE.-TO secure persons with ability, training, and experience reason- 
ably cqual to their new and difficult task, the State should expect to pay 
each commissioner approximately $2,000 per million of State  population, 
but not less than $4,000 in any event. 

(3)  Quorum.-Any two commissioners shall constitute a quorum to transact 
business. No vacancy shall impair the right of the remaining commissioners 
to exercise all of the powers of the commission, so long a s  a majority re-
main. The commission shall determine its own organization and m e t h d s  of 
procedure.

(1 )  Duties and powers of comn~ission.-It shall be the duty of the commis- 
sion to administer this ac t ;  and it  shall have power and authority to adopt 
and enforce all reasonable rules and orders necessary or suitable to that  end, 
and to employ any Person, make any expenditures, require any reports, and 
take any other action (within its means and consistent with the provisions 
of this act)  necessary or suitable to that  end. Annually, by the 1st  day of 
February, the commission shall submit to  the Governor a summary report 
covering the administration and operation of this act during the preceding 
calendar year and making such recommendations a s  the commission deems 
proper. Whenever the commission believes that  a change in contribution 
and/or benefit rates will become necessary to protect the solvency of the fund 
i t  shall a t  once inform the Governor and the legislature thereof and make 
recommendations accordingly. 

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

(3) PuWicatiol~.-The commission shall cause t o  be printed i n  proper form 
for distribution to the public the text of this act, the commission's general 
rules, i ts annual report to the Governor, and arly other material the  commis- 
sion deems relevant and suitable, and shall fuinish the same to any person upon 
application therefor; and such printing and availability upon application shall 
be deemed a sufficient publication of the same. 

(4) Personnel.-The commission is authorized, within i ts  means, to appoint 
and fix the compensation of such officers, accountants, attorneys, experts, and 
other persons a s  are  necessary in the execution of its functions. All positions 
in  the administration of this act shall be filled by persons selected and appointed 
on a nonpartisan merit basis, under rules and regulations of the commission. 
The commission shnll not employ or pay any person who is  serving a s  an officer 
or committee member of any political party organization. The commission 
shall fix the duties and powers of all persons thus employed and may authorize 
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any such person to do any act or acts which could lawfully be dona by a com- 
missioner. The commission may, in its discretion, bond any person handling 
moneys or signing checks hereunder. 

NOTE.-A nonpartisan merit basis must be used to secure any Federal, 
money for administrative costs. 

( 5 )  Advisorv councils.-The commission shall appoint a State-wide advisory 
council and local advisory councils, composed in each case of equal numbers 
of employer representatives and employee representatives (namely of persons 
who may fairly be regarded a s  thus representative because of their vocation, 
employment, or affiliations), and of such members representifig the public gen- 
erally as  the commission may designate. Such councils shall aid the commis- 
sion in formulating policies and discussing problems related to the adminis- 
tration of this act and in assuring impartiality, neutrality, and freedom from 
political influence in the solution of such problems. Such advisory councils 
shall serve without compensation, but shall be reimbursed for any necessary 
expenses.

(6)  Employme.nt stabilization.-It shall be one of the purposes of this act 
to promote the regularization of employment in enterprises, localities, industries, 
and the State. The commission, with the advice and aid of its advisory 
councils, shall take all appropriate steps within its means to reduce and 
prevent unemployment; to  encourage and assist in the adoption of practical 
methods of vocational training, retraining, and vocsational guidance ; to investi- 
gate, recommend, advise, and assist in the establishment and operation, by 
municipalities, counties, and school districts, and the State, of reserves for  
public works to be used in times of business depression and u~~employment; 
to promote the reemployment of unemployed workers throughout 'the State 
in every other way that may be feasible; and to these ends to employ experts 
and to carry on and publish the results of illvestigations and research studies. 

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

(8) Represmtatiolz in court.-On request of the commission the attorney 
general shall represent the commission and the State in any court action 
relating to this act or to its administration and enforcement, except a s  special 
counsel may be designated by the commission with the approval of the Gorernor 
and except a s  otherwise provided in this act. 

(9) State-Federal cooperation.-The commission is hereby authorized and 
directed to cooperate in all  necessary respects with the appropriate agencies 
and departments of the Federal Government in the administration of this 
act and of free public employment offices; and to make all reports thereon 
lequested by any directly interested Federal agency or department; and to 
accept any sums allotted o r  apportioned to the State for such administration, 
and to comply with all reasonable Federal regulations governing the expendi- 
tures of such sums. 

(10) Employmeat offices.-The conmission shall establish and maintain such 
free public employment offices, including such branch offices, as  may be neces- 
sary for the proper administration of this act. The commission shall mairltain 
a division for this purpose. The existing free public employment offices of the 
State (if any) shall be transferred to the jurisdiction of such division; and 
upon such transfer all duties and powers conferred by law upon any other 
department, agency, or officer relating to the establishment, maintenance, and 
operation of free public employment offices shall be vested in such division. 
All moneys thereafter made available by or received by the State for the State 
employment service shall be paid to Jand expended from) the unemployment 
administration fund, and a special employment service account" shall be 
maintained for this purpose as a part of said fund. 
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S8:C. 12. .\C(El':!'ASCE O F  .\CT OF ('ONORESS BEi..\TISC 'r0 E.\Il'LO'i>lENT SERVICE 

(1) Fov~t~uluccel~tur~e.-The Slate 11elebg tlccel~ts the l~lu\ is ionsot tlie 
Wagner-I'ejser Act, approved June 6 ,  1938 (4s St'lt. 313, U. 8. C., title 29. 
sec. 49 ( c ) ) .  " A I ~act to provide for the establishment o f  :I natioilz~l emplojment 
syslem and +IJV cooperation with ttle States in t l ~ e  promotion of such system, 
ant1 for other purposes ", in conformity ~v i th  section 4 thereof, and will observe 
a n d  comply with tlle requirements of said act of Congress. 

(2 )  State en l~ lo! i~~~ent  is 11erehy created, under the Unrm- service.-There 
j)loyn~ent Conipe~~sntio~i Com~nission, a division to be known as  the "-
State Employult~nt Service ", which shall be affiliated with the United States 
Employme~it Service. The said division is hereby designated and constituted 
the agents of this State for the purposes of the Wagner-Peyser Act. Tlie saitl 
division shall bch atlministered by a full-time salaried director, who is hereby 
given full power to cooperate with all authorities of the United Slates having 
powers or duties under the said act of Congress and to do and perform all 
things necesb:try to secure to this State the benefits of the said act of Congress 
in the promoti011 ant1 majntenance of a system of pnblic eniploy~nent offices. 

(3) E"ina~~c~ii~g.-Allmoneys made available by or receive~l by this State 
under said act of Congress shall be paid into a special "employment service 
account" in t l ~ e  llnelnploynlent administration fund, and said moneys a re  
liereby appropriated and inude available to  the "---State Employment 
Service" to he expended a s  provided by this act and by said act of Congress. 

No~~.-Tlie Federal econoniic security nzrasure requires that the State 
accept the provisions of the Wagner-Peyser Act. for the establishment 
of an effective system of public employnielit offices. 

The above section can be used for this purpose, and call prowrly be 
included ill thi-: bill even \vhere the State bas already accepted the Wagner- 
Peyser Act. 

This bill places the State employment service under tlie comn~ission ad- 
ministering the unemployment compensation law, as  is proper and vir-
tually necessary for tlre effective operation of both the service and the lam. 

Howcvrr. in case a given State does not wish to place its State employ- 
ment service under the Unemployment Colnprnsation Commission, then 
the above section should be omitted or modified, and subsection (10) of 
section 11 ahouId also be modified. The governor or the State's labor 
tlepartment should in that case secure advice from the United States Enl- 
ployinerlt Service, Department of Labor, Washington, D. C., on the pro- 
cedure and changes in this bill which would in that  case become necessary. 

SEOTIOS 13 .  RECIPROCAL RENEFIT ARRANGEMENTS WIT'H O T H W  STA1'ES 

The con~n~ission is hereby authorized. subject to approval by the governor, 
to  enter into reciprocal arrangements with the proper authorities, in the case 
of any other unemployment compenastion system established by any State law 
or by a n  act of Congress, as  to  persons who hnve (af ter  acquiring rights tn 
l~enefits under this act or under such other system) newly come under this  act 
or under such other system, wlicreby such benefits (or  substantially equivalent 
benefits) shall be paid (or  both paid and financed) in  whole or in part  through 
(or by) the fund of the unemployment compensation system newly applicable 
to such person. Such reciprocal arrangements shnll be adopted and published 
by the commission in the same manner as  i t s  general rules. 

Nm~.-The abovc section is designed to make possible reciprocal arrange- 
ments whereby a n  employee will not lose his  benefit rights if he moves 
from one State to the other, or from employment covered by a direct act 
of Congress. The wording should not be altered. 

SECTION 14 .  PROTECTION OF BIGHTS AND BBNEFITB 

((1)Waiver of rights void.-NO agreement by a n  employee to  waive his right 
.to benefit or any other right under this act shall be valid. No agreement by 
m employer or hy employees to pay all or any portion of the contributions 
required under this act from employers shall be valid. No employer shall 
make or require any deduction from wages t o  finance the contributions requiretl 
,of him, or require any waiver by an employee of any right hereunder. Any 
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employee claiming a violation of this section may have recourse to the method 
set up in this act for deciding benefit claims; and the commission shall have 
power to take any steps necessary or suitable to correct and prosecute :my 
such violation. 

(2) Limitation of fees.-No employee shall be charged fees of any kind by 
the commission or its representatives, in any proceeding under this act. Any
employee claiming benefits in any proceeding or court action may be repre- 
sented by counsel or other duly authorized agent; but no such counsel or 
agents shall together charge or receive for such services Inore than 10 ger-
cr~ntof the maxinium benefits at issue in such proceeding or court action. 

(3)  No assignment or garnishment of benefits.-Benefits Which are due or 
may becume due under this act shall not be assignable before pa~nien t ,  but this  
l~rovision shall not affect the survival thereof; and when awarded, adjudged, 
cb~.paid shall be exempt from all claims of creditors, and from ieiy, executioii, 
arid attachment or other remedy now or hereafter provided for recovery o r  
collection of debt, which exemption may not be waived. 

SECTION 1 5 .  COLLECTION O F  CONTBIBUTIONS 

(1)Interest on tardy payments.-If any employer fails to niaite proniptly, 
by the date it  becomes due hereunder, any payment required to be made by 
him under this act, he shall be additionally liable ( to the unen~ployment admin- 
istration fund) for interest on such payment a t  the rate of 1 percent per 
month from the date such payment became due until paid, pursuant to general 
commission rules. 

(2) Uunkruptw.--hl the event of an  employer's dissolutiun, bankruprcj, 
adjudicated insolveney, receivership, assignment for benefit of creditors, judl- 
cially confirmed extension proposal or composition, or any analogous situation, 
contribution payments then or thereafter due under this act shall have the 
greatest priority (subsequent to taxes, but a t  least equal to  wage clainrs) then, 
permitted by law; but this subsection shall not impair the lien of any judgment 
entered upon any award. 

(3) C m t  action.-Upon complaint of the comniission, the attorney-gencr;ll 
shall institute and prosecute the necessary actions or proceedings for the 
recovery of any contributions or other payments due hereunder: or, a t  his 
request nnd under his direction, the prosecuting attorney (of any county in 
which the employer has  a place of business) shall institute and prosecute the 
necessary actions or proceedi~~gsfor the recovery of any coi~tributions or 
other payments due hereunder. 

SECTION 16.  PENALTIES 

(1) Whoever willfully makes a false statement or representation to obtain or 
increase any benelit or other payment under this act, either for himself or for 
any other per-son, shall upon conviction be punished by a fine of not less than 
$20 nor more than $50, or by imprisonment in the county jail not longer than 
30 days, or by both such fine and imprisonment; and each such fake  statement 
or representation shall constitute a separate and distinct offense. 

(2)  Any employer (of any person in this State) or his agent, who willfully 
makes a false statement or representation to avoid becoming or remaining sub- 
ject hereto or to avoid or reduce any contribution or other payment required of 
such employer under this act, or who willfully fails o r  refuses to make any 
such contribution or other payment or to furnish any report< dnly required 
hereunder or to appear or testify or produce records a s  lawfully required here- 
under, or who makes or requires any deduction from wages to pay al l  or any 
portion of the contributions required from employers, or who tries to induce 
any employee to waive any right under this act, shall upon conviction be pun- 
ished by a fine of not less than $20 nor more than %200,or by imprisoument in 
the county jail not longer than 60 days, o r  by both such fine and imprisonment; 
and each such false statement or representation, and each day of such failure or 
refusal, and each such deduction from wages, and each such attempt to induce 
shall constitute a separate and distinct offense. If the employer in question 
is a corporation, the president, the secretary, and the treasurer, or ofecers 
exercising corresponding functions, shall each be subject to the aforesaid 
penalties. 
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(3) Any violation, of any provision of this act, for  which a penalty is neither 
prescribed above nor provided by any other applicable statute, shall be punished 
by a fine of not less than $20 nor more than $50, or by imprisonment in the 
county jail not longer than 30 days, o r  by both such fine and imprisonment. 

(4)  On complaint of the commission the fines specified or provided in this 
section may be collected by the State in an  action for debt. A11 fines thus 
collected shall be paid to the unemployment administration fund. 

SECTION 17. UNEMPLOYMENT ADMINISTRATIOK FUND 

(1)  Special fund.-There is hereby created the "unemployment compensa-
tion administration fund ", to consist of all moneys received by the State o r  
by the comnlission for the administration of this act. This special fund shall 
be handled by the State treasurer a s  other State moneys a re  handled; but it 
shall be expended solely for the purposes herein specified, and its balances 
shall not lapse a t  any time but shall remain continuously available to the com- 
mission for expenditure consistent herewith. 

(2) Federal aids.-All Federal moneys allotted or apportioned to the State 
by the Federal So6inl Insurance Board (or other agency) for the administra- 
tion of this act shall be paid into the unemployment administration fund. 

(3) Emplogment service account.-A special " employment service account " 
shall be maintained a s  a part of said fund. 

(1) All moueys in  the unemployrr~rnt nd~uinistratio~i fund at  any time a r e  
hereby appropriilted to the unen~ployment compensation commission, including 
i ts  employment service division. 

(2)  There is hereby appropriated to the employment service account of the 
unemployment administration fund, from any money in the State treasury not 
otherwise appropriated, on July 1, 1935, and annually thereafter on the 1st  
day of July, the sun1 of $----------! 

SECTION 19. SAVING CLAUEE 

The legislature reserves the right to amend o r  repeal all or any part of this 
act a t  any time; and there shall be no vested private right of any kind against 
such amendment or repeal. 

NOTE.-This provision is  required by the Federal bill as  a condition for  
the allowance of credits against the Federal pay-roll tax. 

S H P I O N  20. SEPARABILITT OF PROVISIONS 

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

This act shall take effect upon passage. 
Nm.-This section should be modified where necessary to conform with 

the State's regular requirements for official publication (etc.) prior to the 
taking effect of its State laws. 

NOTE.-Any State which desires to do so may of course modifr the forezoing 
bill (which now provides for a completely pooled fund), to permit certain 
employers (or groups) to maintain within the fund: 

(1) Separate ' I  employer accounts" for benefits; and/or 

G This sum should be about 3 cents per capita qf the State's population. (Tpus a State 
of 1.000,000 inhabitants should make an appropriation of a t  lenst $30,000.) rb i s  should 
illsure the State's receiving its ful l  shnre of the Federal money now avn~lnble from the 
Tlnited States Emulovment Servlce under the Waener-Pevser Act. Anv Stntc mas' secure 

community.) Hence i t  k essential that the Stnte (from general tax funds) appropriate 
at least the suggested small fraction of the total cost of i ts  employment service. 
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(2)  Separate "guaranteed employment accounts." 
The Federal economic security measure includes certain standards which 

would apply to any such account permitted under a State law. (The State law 
could, however, provide additional standards.) An optional provision for em- 
ployer reserve accounts follows herewith. An optional provision, for insertion 
if desired, in the foregoing "pooled " bill, to  permit a guaranteed employment 
account will be found a t  pages 629-632. 

Optional provision for  em/plwer reJerve accounts 

N m s ~ . - ~ n y  State which desires to do so may include the following 
optional provisions : 

This provision would perm3 certain employers, a t  the discretion of the 
administrative agency, to  establish special reserve accounts, within the 
State unemployment insurance trust fund. 

The Federal economic security measure includes certain standards which 
would apply to any ~ u c h  account permitted under a State law. (The State 
law could, however, provide additional standards.) 

If the following section is inserted in the model State bill, i t  should be 
numbered " section 19"  and the present sections 19, U),and 21 should be 
renumbered accordingly. 

As noted below, it will also be necessary to add brief provisions to sec- 
tions 4 and 5 of the model bill, to cover such employer reserve accounts, 
and the required minimum contributions by such employers to the pooled 
fund. 

BECFION -. DMPLOYHR RESH&PE ACCOUNTB 

(1)  Pemtd88h to establish.-Subject to the requirements of this act, the 
Commission may permit any employer to establish within the fund a special 
employer reserve account covering all the employer's employees (except those, 
if any, covered under this act by a guaranteed employment plan). As a condi- 
tion of permitting and maintaining within the  fund such a reserve account, 
the commission shall require that the employer furnish such security or such 
other assurance that his employees will receive full beneflts without drawing 
on the fund's pooled account a s  the commission deems reasonable: Whenever 
two or more employers file an application to maintain a joint (group) reserve 
account in the fund, a s  if they constituted a single employer, the commission 
may permit and maintain such a joint account (as  if i t  were a single employer's 
reserve account), subject to the conditions herein set forth and to any supple- 
mentary general rules the commission may prescribe for the conduct and disso- 
lution of joint accounts. 

Noma.-This section is required by the proposed Federal act. 
(2) Credithg of paynen t s . 4he re  shall be credited to an employer's reserve 

account all amounts paid to the fund by the employer, excepting his required 
contributions to the fund's "pooled accounts!' In  determining the year's record 
or status of an employer's reserve account (as  of December 31), benefits shall 
be charged against i t  on the date when paid, and the employer's contributions 
(and any additional voluntary payments) payable for  the year shall be credited 
if paid ?o later than February 1of the succeeding year., Any employer may 
a t  any t ~ m e  make voluntary payments (additional to  the contributions required 
under this act) to his reserve account in the fund, pursuant to general com- 
mision rules. 

(3)  Benefit requirements.-Benefits shall be payable from an  employer's
reserve account to each of his employees under the same conditions, and a t  no 
lower rates and for no shorter periods, than apply under this act to benefits 
payable to other employees from the fund's pooled account. The Commission 
may adopt any  general rules i t  finds necessary to that  end. An employer's 
reserve account shall, unless exhausted, pay in full t o  his eligible employees 
all their benefits duly chargeable under this act against their weeks of 
employment by such employer. I f  his reserve account is exhausted, such bene- 
fits shall be paid either by the employer directly or  by the commission from 

a Amendments are under consideration to allow the States either to require or not to 
require the guarantee of beneflts in addition to the maintenance of a specifled percentage 
of pay roll In reserve. 
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the proceeds of any separate security dul) required from the en~ployer uncler 
this section. If such benefits cannot thus be paid in full, the balallce thereof 
shall be paid from the fund's pooled account. 

(4)  Contr-ibution rt~quiremertt~.-The total contribution rate rrclrlii'etl of  each 
employer shall (after he has contributed for a t  least 3 yearp) be 1)aht.d directly 
on the contribution and benefit experience of his reserve account ill the fund, 
and shall be determined by the colnmjasion for each calcntlnr year, a t  it.; 
heginning. pursuant to all tlle follon~ing ct,ndition.: : 

( a )  If the benefits payable from :in en~liloyer's reserve accoulll wirllii~ any 
ralendar year are greater than his contril)ution\ to such ac.co11nt for sutb gear, 
his contribution rate for the next calt~lidar year .<ha11 he increasecl by 1 percent 
of his pay roll, unless his reserve acroui~t tllen equ:~ls a t  least -- 1)ercmt of 
his pay roll for the last conlpleted c a l e ~ ~ d a r  >ear ,  or shall be increased to the 
standard rate of contributions. whicahrver is higher. 

( b )  No elnployer's contrihntion rate shall be les5 than the st:~i~tl:~rd rate of 
coiltribution ui~less he has benefit experic~nce throughout the moqt r e c e ~ ~ t l y  
colnpleted calentlnr year. without t l ~ c  lwnrfits lla) able from his reserve : ~ c c o u ~ ~ t  
within such yea1 beir~z scnlrtl down or 11aitl by the funcl's pouletl : ~ c c n u ~ ~ t ,  and 
linless his reserve account at  the sl;ll.t ot  tile talencta~ year equals a t  least 
-- * times the largest anlount of benefits pn~tl  from sut ' l~ a c c o ~ ~ n t  11i t l~ inan3 
one of the -** iuost recently com1)leted calendar pears. 

Nom.-Optional grovisio)z:
* "Five '' iq suggeded a t  this point. i~lrllough this figure in not bpecified 

by the Federal measure as  illtrodwed. 

** " ~ ~ o i n t , 
l'hrrr" is  suggested a t  tlii.; seco~~tl  although tllii figure is i ~ o t  

specified by the Federal measure as  il~lrodnced. 
(c )  If an employer's reserve account a t  the start of the given c.ale~~tl:ir year 

tbquals a t  least -* perceut of his pay roll for the preceding calendar year, his 
rota1 contribution rate shall be reduced to --** percent of his pay roll through- 
out the given calendar year. 

N ~ ' E . --If l~is  is reqtiirt d by t k ~  E'cdet a1 act. w11icl1 speci- sectlo?~ 111 O ~ O S C ~  

fies as  minimum requirel~~entb : 
* 15 percent.

** 1- percent. 

These figures are  subject to b c a l  :~ction by Congress. Alllendments to 


lower them are under consideration. If adopted, a provision along the 
following line would be appropriate : 

(A l t~~v ta t i vcz)~-o?ji~io.i~) 

(Not now pernlittetl untler the Federal bill' 

(cl If a n  emplo~er 's  i-eserre accol~lit a t  the start of the ~ i v e ~ ~  calendar year 
equals a t  least 10 percent of his bay rc~ll for the preceding c.alen11ar yeilr, his 
total contribution rate shall be reduced to  1%percent on his pay r(v11 through- 
out the given calendar year; and if his tlccount thus equals a i  least 16 l~ercent 
of such preceding pay roll, his total co~~tribution rate shall he retll~ced to cvllr- 
halt' of 1 percent on his pay roll thn)ughout the given calendar gear. 

(5) Te?.mi.notion of accoutrt.-If any eml)Ioycr maintaining n resrl.rc. accaou~~t 
hereunder fails to comp1.y with the applicable requirements of this act, or ter-
lninates such reserve account with the con~~nission's consent, or has for 3111 
reason ceased to  be subjert to  this act? the com~nissiond l ~ l ltransfer ;rucl 
credit to the fund's pooletl accouut ally b~1ant.e then ren la i~~iup  snchill c ~ n -
ployer's reserve account (except a s  t l ~ e  cu1~1111isrion may apportio~i to any sue- 
c:essor employer's reserve account all or Dart of the assets antl benefit liabilities 
in  question) ; and in such case all further c~cri~tributions from such en~ployer 
shall be paid to said pooled account, and all further benefits to his en~ployeea 
shall (with the above exception) be paid 1)ooled account. 

( 6 )  Allocation of contriDl;tiu~?s blt en~plo~eeu.-'l'he foregoing requirements 
and criteria, on contribution antl benefit payulents by $111employer liaving a 
reserve account, apply to cantributioi~s m:rde l ~ y  such employer on his own be-
Ilalf, and to the benefits to be financed by such contributions, a s  distinguished 
from additional contributions made by employers and aclditional benefits paid 
to  employees out of their own contributions. I n  case any co~itributions or 
other payments are made for benefit purposes by the employees of such 
employer, the colnmission is authorized and directed to assure by any suitable 

7Optional provisio~i: The Federal measure as  introduced does not require this pro-
vision or  specify any flgure but 10 percent is  hcre suggested. 
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general rules that  the employer shall a t  all  times pay benefits out of his own 
contributions a t  least equal to those provided by this act, and any contributions 
by employee8 shall be used solely to provide additional benefits to those provided 
by this act. 

No~rc.--The above provision should be included, whether or not employee 
contributions a re  required by the bill. I t  should be noted that  employee 
contributions create complications if employer reserve accounts are  allowed, 
due to the fact that the accounts rnust be kept in such fashion that the net 
amount remaining to the credit of an individual employee (taking into 
c~l~siderat ionboth the paymerlts lie hils ll~ade and the benefits he has 
received) is always determinable. 

NOTE.-Where a Statr  inc111de~\ the aho\e new section on "Employer 
ICeserve Accounts ", the f o l l o a i ~ ~ g  IIew sl~bzections nus st nlso be inserted in 
that  M11: 

Insert nt tlle close 01 section 4, relilting to the I:~~en~ploynlent Cornyenbation 
Fund : 

(5) E~trplofferreset ?re acoourits, witlrir~ tire fulrt7.-The fund shall be mingled 
and undi\-lded, except as  seyarate " r e s e n e  aecouuts" (including gwaranteed- 
elnl~loyrnent accounts, if any)  itre kept tllerein under pro~,isio~lu of this act 
permitting certain emgloyrrs to niui~~tuin stlc11 :~ccounts within the fund. 

The entire balance of the fund (euclusive of such reserve nccounts) shall 
constitute the "pooled account" of the fund, to \vhich shall be credited or 
charged all payments to and fro111 thc fund except as  this act qpecifies other- 
wise. 

Insert a t  the close of section J. relating to contributions: 
( .) Coritrib~rtio?~rutes, tor e)ttf)lo?je~.h.h n r r ? ~ gyeserve accounts.-Each em-

ployer for tvhom a reserve account (and/or guaranteed-em~~loylnent account, 
~f any)  is maintained pursuant to this act s h ~ l l  tor each caIendar ycar make 
such total contributions to the fund a s  are  t l ~ e u  required of him under the ap- 
plicable provisions of this nct. Of such total cuutributlons, an amount equaling 
-"per cnentum of the employer's 11.4~ roll hhiilI regnlarly he credited to the 
fund's "pooled acconnt." The balt~rlce of the rmployer's payments tm the fund 
shall be duly allocated and credited (as  nlay be proper in each case) to his 
r e s e r r ~  scco~nlt (or  q11arantrrd-nn1~loy111etit any t .nc'connt, if 

(With employe^ " reserve " accounts and partial pooling) 

The Federal security measure permits employers to credit (against the Fed- 
eral pay-roll tax) their contributlons under any State unemploymer~t compen- 
sation law which meets certain minimum Federal standards. 

Each State which passes such a law promptly will be able to set up a State 
unemployment compensation fund, thus using for State purposes that money 
which would otherwise be paid into the Federal Treasury by the State's 
employers. 

To  assist each State in enacting a suitable law, assuring its employers of the 
Federal tax credit, the President's Committee on Economic Security has had 
two model State bills prepared, after months of study and discussion. 

These bills are carefully drafted to meet all the requirements of the Federal 
measure, including: ( a )  Standards for granting tax credits to employers; 
and ( b )  standards for granting Federal money to pay the administrative costs 
of such State laws. 

The attached model bill i s  of the "reserves" type. Under this type of 
bill, part 02 the total contrihutior~s paid into the Statr  fund will be pooled; 
but the major part  of oach enlploger's contributions will be segregated (within 
the fund) into separate employrr accountb, and 1:enefits will be paid from an 
c'mployer's account only to his trwn eligible employees. After reveral years of 
contributiuns unci bellefit p:~?ments each employ?r's contribution rate will 
(leperid on his actual employnlellt and benefit expel'ience. 

This figure !s fixed at 1 percei~t in  tilr pending evoilomic security meahurp, but i s  
of course subject t o  nnal actton by Congress. 
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Wide latitude is  thus left the several States in many respects: ( a )  As to 
the general type of ucnmployment compensation law t a  be adopted, with two 
types of model bill suggested, and also (b )  as to many other important ques- 
tions (amount and duration of beneflts, etc.). 

I t  is suggested, however, that each State executive or legislator who plans to 
make any change in either of the model bills (prepared by the Committee on 
Economic Security) might do well to write the committee for advice on the 
vital question: "Would the proposed change prevent the State law from 
qualifying for ( a )  Federal tax credits to employers, and (b)  Federal aid for 
State administration? " 

By thus writing the Committee on Economic Security, each State can be 
advised whether the proposed changes : ( a )  Will meet Federal requirements, 
and (b )  are consistent, or conflict with other provisions of the model bill itself. 

The committee's address is 1734 New York Avenue, Washington, D. C. 

TOPIOAL OUTLIREl OF BILL 

Section 1. Short title. 

Section 2. Declaration of the State's public policy. 

Section 3. Deflnitions: (1) Benefit, (2) commission, (3)  contributions, (4 )  


eligibility, (5) employee, (6) employer, (7)  employer's reserve account, (8) 
employment, (9) employment ofice, (10) full-time weekly wage, ( a )  hourly 
rate of earnings, ( b )  full-time weekly hours. (11) fund, (12) partial unem-
ployment, (13) pay roll, (14) pooled account, (15) total unemployment, (16) 
unemployment administration fund, (17) wages, (18) waiting-period unit, 
(19) week, (20)week of employment. 

Section 4. Unemployment compensation fund: (1) Fund, (2) withdrawals, (3) 
treasurer, (4) deposit, (5) pooled account, (6) employer accounts. 

Section 5. Contributions: (1) Payment, (2'1 standard rate  of contributions, 
(3) 1936' and 1937 contribution rates; (4)  contributions to pooled accqunt, 
(5) future total rates, based on benefit experience, (6) contributions by 
employees? 

Section 6. Beneflts: (1)  Payment of benefits, ( 2 )  weekly beneflts for total un- 
employment, (3) weekly benefits for partial unemployment, (4) one-to-four 
ratio of beneflts to employment, (5) maximum weeks of beneflt in any year, 
(6) lump sum benefit option, (7) additional benefits (one-to-twenty ratio). 

Section 7. Benefit eligibility conditions: (1)  Required probaconary period, (2) 
availability and registration for work, (3) waiting period , (4) during trade 
disputes, (5) voluntary leaving, (6) discharge for misconduct ', (7)  refusal of 
suitable employment, (8)  employees barred from benefits by wage disqualifi- 
cation.' 

Section 8. Settlement of beneflt claims: (1) Filing, (2)  initial determination, 
(3) appeals, (4) appeal tribunals, (5) procedure, (6)  commission review, 
(7) appeal to courts, (8) oaths and witnesses. 

Section 9. Court Review: (Not drafted, because of differences in State courts, 
etc.) 

Section 10. Unemployment ao?npelzsation. cm)zmission: (1) Organization, (2) 
salaries, (3)  quorum. 

Section 	11. Administration: (1) Duties and powers of commission, (2) gen-
eral commission rules, (3 )  publication, (4)  personnel, (5) advisory councils, 
(6 )  employment stabilization, (7)records and reports, (8)representation in 
court, (9)  State-Federal cooperation, (10) employment offices 

Section 12. Acceptance of act of Congress, relating to employment service: 
(1)  Formal acceptance, ( 2 )  State employment service, (3)  financing. 

Section 13. Reciprocal benefit arrangements with other States. 
Section 14. Protection of rights and beneflts: (1 )  Waiver of rights void, (2) 

limitation of fees, (3) no assignment or garnishment of beneflts. 
Section 15. Collection of contributions: (1)  Interest on tardy payments, (2 )

bankruptcy, (3) court action. 
Section 16. Penalties. 
Section 17. Unemployment administration fund : (1)  Special fund, (2) Federal 

aids, (3) employment-service account. 
Section 18. Appropriations. 
Section 19. Saving clause. 
Section 20. Separability of provisions. 
Section 21. Effective date. 

Indicates a completely optlonal provision. 
a Two alternative provisions suggested. 
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SECTION 1. SHORT TITLE 

This act shall be known and may be cited as  the " unemployment compensa- 
tion law." 

SECTION 2. DECLAUTION O F  THE STATE'S PUBLIC POLICY 

N ~ T E . - T ~ ~sponsor of a State bill will probably wish to draft the state- 
ment of public policy. The following statement is appropriate and may 
be used if desired, but this precise wording is not essential to conform to 
the proposed Federal legislation : 

As a guide to the interpretation and application of this act, the public policy 
of this State is declared to be a s  follows: Economic insecurity due to unem- 
ployment is a serious menace to the health, morals, and welfare of the people 
of this State. Involuntary unemployment is therefore a subject of general 
interest and cancern which requires appropriate action by the legislature 
to prevent its spread and to lighten its burden, which now so often falls with 
crushing force upon the unemployed worker and his family. Social security 
requires protection against this greatest hazard of our economic life. This 
can best be provided by requiring the systematic accumulation by eiuployers of 
reserve funds, from which cash benefits can be paid to their worlrers when 
unemployed. A sound unemployment compensation law should help to en-
courage employers to provide more steady work, to maintain the purchasing 
power of workers becoming unemployed, and thus to prevent and limit the 
serious social consequences of poor relief assistance. The legislature, there- 
fore, declares that in its considered judgment the public good and the general 
welfare of the workers of this State require the enactment of this measure for 
the compulsory setting aside of unemployment reserves to be used for the 
benefit of persons unemployed through no fault of their own. 

SECTION 3. DFXINITIONS 

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

(1) "Benefit" means the money payable to an employee a s  coinpensation 
for his wage losses due to unemployment a s  provided in this act. 

( 2 )  "Commission " means the Unemployment Compensation Commission 
established by this act or its authorized representative. 

NOTE.-If another administrative agency than that suggested herein 
is used, the name of such agency should be abbreviated and defined, 
and when the word " commission " appears, the abbreviated name of such 
agency should be substituted. 

(3)  " Contributions " means the money payments to  the State unemployment 
compensation fund pursuant to this act. 

(4) Eligibility: An employee shall be deemed " eligible " for benefits fo r  
any given week o f  h i s  partial or total unemployment (occurring subsequent to 
any required waiting period) only when he is  not disqualified by any provision 
of this act from r:~eiving benefits for such week of unemployment. 

(5)  "E.mployee means any person employed by an employer subject t o  
this act and in employment subject to this act. 

(6)  " Employer " means any person, partnership, association, corporation, 
n-hether domestic or foreign, or  the legal representative, trustee in bankruptcy, 
receiver, or trustee thereof, or  the legal representative of a deceased person, 
including this State  and any municipal corporation or  other political sub-
division thereof: who or whose agent or predecessor in interest has employed 
a t  least four persons in employment subject to this act within each of 13 or  
more calendar weeks in the year 1935 or any subsequent calendar year: Pro-
dded ,  That such employment in 1935 shall make a n  employer subject on Jan- 
uary 1,1936, and such employment in any subsequent calendar year shall make 

8 The inclusion of the State and local governments as  employers is  not required in the. 
proposed Federal legislation. Congress does not have the power to tax the pay rolls of 
State and local governments, and obviously could not require State and local govern-
ments to contribute to  a State unemployment compensation act. It i s  suggested, however, 
that State and local employees,pe covered, e~Fept  those in the employments exempted in 
paragraphs (a)  to  (d)  of the employment definition below. 
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a n e \ ~ l y  subject c'mployer subject for all purposes a s  of January 1of the cal- 
endar year in \?hich such employment occurs. I n  determining whether a n  
employer (of clils person in the State) employs enough persons to  be an " em-
1)loyer" subject hereto. and in determining for what contributions he is liable 
hereunder, he shall, whenever he contracts with any contractor or subcontrac- 
tor for any \vorlr which is part of his usual trade, occupation profession, or 
business, be deemed to  employ all persons employed by such contractor or 
wbcontractor on such work, and he alone shall be liable for the contributions 
nieesuretl by wages paid to such persons for such work; except a s  any such 
<.ontractor or sul~coiitractoi, who would in the absence of the foregoing pro- 
visions be liable to pay said contributions, accepts exclusive lisbility for said 
contributions under an agreement with such employer made pursuant to  gen- 
.era1 commissiol~ rules. All persoiis thus emplo~ed by an employer (of any 
perbon) within the State, in all of his several places of e~nploqmrnt main- 
tained within the State, shall be treated as emplojed by a single " employer'' 
for tlie purposes of this act :  Provided, moreover, That where any person, 
partnership. association, corporation, whether dome~tic  or foreign, or the 
legal representative, trustee in bankruptcy, receiver, or trustee thereof, or  the 
legal representative of a cleceased persoil, either directly or through a holding 
company or otli~rwise, has a majority control or ownership of otherwise sepa- 
rate business enterprises employing llersons in the State, all such enterprises 
shall be treated as  a single "employer" for the purposes of this act. Any em- 
ployer subject to this act  shall cease to be subject hereto only upon a written 
application by him and after a finding by the Coinmission that he has not 
within :Ins calerkclar week within the last completed calendar year employed 
four or  more persons in employment subject hereto. Any employer (of any 
person within the State) not otherwise subject to this act shall become fully 
subject hereto. upon filing by such e l i ~ p l o ~ e rwith the Commission of his 
election to become fully subject hereto for not less than 2 calendar years, sub- 
ject to written approval of such election by the Commission. 

(7)  "Employer's reserve account" means a separate benefit reserve account 
maintained within the fund for the employer (or group) pursuant to this act. 
In determining the year's record or status of an employer's reserve account 
(as  of December 31), benefits shall be charged against i t  on tlie date when 

paid, and the employer's contributions payable [or the year shall be credited 
if paid no later than February 1of the succeeding year. 

(8) " Eruploynient " means any employment inAwhich all  or the greater part 
of person's work (within the continental United States) is or was customarily 
performed within this State, under any contract of hire, oral or written, ex-
press or implied, whether such person was hired and paid directly by the 
employer or through any other person employed by the employer, provided 
the employer had actual or constructive knowledge of such contract. S u c l ~  
eniployment shall include the person's entire employment (in a11 States, in- 
cluding the District of Columbia). I11 the case of all other persons employed 
partly in this State and partly in other States, the term "employment" shall 
include the eiuployment of such persons to the extent prescribed by general 
rules adopted by the commission. Except a s  provided in qpy reciprocal bene- 
fit arrange~nrnt  made pursuant to this act, "employment shall not include 
anv employruelit included 111 any unemployment compensation system estab-
lished by a n  act of Congress. 

Nor shall the term " employmeilt " apply to : ' 
( a )  Emploginent on a governmental relief project approved by the coin-

mission. 
(b )  Employment as  an eIected or  appointed public officer. 
( c )  Employn!ent by a governmental unit on an annual salary basis. 
( d )  EmpIoynkfmt as  a teacher in a public school, cc-llege or university. 
(9) " Employment office " means that  free public employment office (operated 

by the State) or  branch thereof nearest to the employee's place of residence 
or employment, ~iriless otherwise prescribed by the commission. 

(10) An employee's "full-time weekly wage" means the weekly eainlngs 
such employee would average from his employment (by the employer in ques- 
tion) if empl:yrd a t  the "hourly rate  of earnings" and for  the "full-time 
weekly hours applicable to such employee. (Where an employee had or  has 
concurrent e~nployments, they shall be combined in determining his full-time 
weekls wage for benefit purposes, pursuant to  general commission rules.) 

"Fhe last sentence and exemption!' (a) to (c) should be omitted if State and locnl 
mvrrnmentn are excluded from the employer deanition (6)  above. 
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( a )  The applicable "hourly rate of earnings " shall be determined by aver-
aging the employee's actual earnings for a t  least 100 hours of employment bv 
the employer, so f a r  a s  practicable, pursuant to general commission rules. 

(b )  An employee's "full-time weekly hours" shall mean the standard masi- 
mum weekly hours which can lawfully be worked by the employee ( in the 
employment in question) under the applicable Federal code of fair competi- 
tion or under any applicable State code or law specifying lower maximum 
weekly hours. Where there is no code or law applicable, the employee's full- 
time weekly hours shall be determined a s  follows: There shall be classified 
together all those employees usually employed by the employer both a t  reason- 
ably similar work and for substantially the same weekly hours. There shall be 
determined the number of weekly hours prevailingly worked by the given class 
of employees, for each separate week of the preceding calendar year. There 
shall then be averaged such prevailing weekly hours of all weeks in which 
such hours were 30 or more. The resulting average shall constitute the full- 
time weekly hours applicable to each employee of the given class for benefit 
purposes throughout the current calendar year. Where the commission finds 
that the above method cannot reasonably and fairly be applied, i t  may by 
general rule or special order prescribe an equitable alternative method for 
determining a full-time standard of not less than 30 weekly hours for benefit 
purposes. In  the case of any employee who is found by the commission, a t  
the time he becomes eligible for benefits, to be unable by reason of physical 
disability or by reason of continuing personal obligations (other than employ- 
ment) to work half the full-time weekly hours which prevail in such establish- 
ment for  full-time employees, the commission shall determine his full-time 
weekly hours for benefit purposes by averaging his weekly hours for all weeks 
(in a t  least the past 3 months) in  which he worked. 

(11) "Fund" means the unemployment comperisation fund established by 
this act, to  which all contributions and from which all benefits require(1 under 
this act  shall be paid. 

(12) " PafJial unemployment ": An employee shall be deemed "partiallf-
uliemployed in any calendar week of partial work if he fails to earn in 
wages (and/or any other pay for personal services, including net earnings 
from self-employment) for such week a t  least $I more than the amount of 
weekly benefits for total unemployment he might receive if totally unemployed 
and eligible. 

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

(14) "Pooled account means that portion of the fund which is mingled' 
and undivided, a s  provided in this act. 

(15) "Total unemployment " : An employee shall be deemed " totally un-
employed " in any calendar week in which he performs no wage-earning sen-- 
ices whatsoever, and for which he earns no wages (and no other pay for 
personal services, including net earnings from self-employment), and in which 
he cannot reasonably return to any self-employment in which he has cus-
tomarily been engaged. 

(16) "Unemployment administration fund" means the unemployment com-
pensation administration fund established by this act. 

(17) "Wages " means every form of remuneration for emplosmcnt recciveil 
by a person from his employer, whether paid directly or indirectly by the 
employer, including salaries, commissions, bonuses, and the reasonable money 
1-alue of board, rent, housing, lodging, l~ayments in kind, and similar advantages. 

(18) "Waiting-period unit"  means a period (for which no benefits are 
payable but during which the employee is in all other respects eligible) con-
sisting of either 1week of total l~nemployment or  2 weeks of partial unem-
ployment, required as  a condit ih precedent to the receipt of benefits for 
subsequent unemplo~ment, a s  prescribed in this act. 

(19) "Week " means calendar week. 
(20) "Week of employment " means each ca1end:ir week (occurring a t  least 

1year after contributions first become generally due under this act from em- 
ployers then subject hereto, and occurring after the probationary period per 
different employer required hereunder) within which the person in question 
performed any employment subject to this act for any employer subject to 
this act: Prmided ,  hou~cver.That  any week (occurring within the customary 
school vacation periods) in which an  employer employed an employee who 
attended a school, college, or university in the last preceding school term, shall 
not be counted a s  a "week of employment" in determining the benefit r i m t s  
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of such employee uiider this act. I n  the case of an employee working for  
several employers in the same week, the apportionment for benefit purposes of 
such " week of employment" to  one or more of such employers shalll be deter- 
mined pursuant to general commission rules. 

SECTION 4. UNEMPLOYMENT COMPENSATION FUND 

(1)Fund.-There is hereby created the unemployment compensation fund, 
to be administered by tlie commission without liability on the part of the! 
State beyond tlie amounts paid into and earned by the fund. This fund shall 
consist of all contributions and money paid into and received by the fund a s  
provided by this act, of property and securities acquired by and through the 
use of moneys belonging to the fund, and of interest earned upon the  moneys 
belonging to the fund. 

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

Nom.-The first sentence of the above subsection is  necessary to conform 
to the requirement of the Federal bill that the fund be used exclusively 
for the payment of benefits. Administrative expenses will have to be paid 
from Federal allotments for this purpose or from other sources. Attention 
is  called to the fact that the number of benefit payments to be made from 
the State fund will be extremely large in most States, though the amount 
of the individual payments will be small. I t  is therefore advisable to 
utilize a method of withdrawals from the fund which will involve a mini- 
mum of administrative expense, consistent with adequate protection of 
the fund. In  some States the customary procedure for the payment from 
public funds would be unnecessarily expensive. 

(3)  Treasurer.-The commission shall designate a treasurer of the f&d, 
who shall pay all vouchers duly drawn upon the fund, in such manner as  the 
commission may prescribe. H e  shall have custody of all moneys belonging to 
the fund and not otherwise held or deposited or  invested pursuant to this 
action. The treasurer shall give bond conditioned on the faithful performance 
of his duties a s  treasurer of the fund, in a form prescribed by statute o r  
approved by the attorney general, and in an amount speczed by the com-
mission and approved by the Governor. All premiums upon bonds required 
l~ursuant  to this section when furnished by a n  authorized surety company or by 
a duly constituted governmental bonding fund shall be paid from the unemploy- 
ment administration fund. The treasurer shall deposit and/or invest the fund 
under the supervision and control of the commission, subject to the provisions 
c~f this act. 

( 4 )  Deposit.-A11 contributions paid under this act :hall upon collection 
be deposited in or invested in  the obligations of the unemployment trust 
fund" of the United States Government or i t s  authorized agent, so long as  
said trust fund exists, notwithstanding any other statutory provision to the 
contrary. The commission shall requisition from the unemployment trust fund 
necessary amounts from time to time. 

NoTB.--The above subsection (4)  is necessary to meet the requirements 
of the Federal bill. 

The wording of the entire section t rea t ing  the State unemployment 
compensation fund is  also important, because of constitutional provisions 
concerning the custody and management of "State  funds" in several 
States. Four States (California, New Mexico, Wyoming, and Michigan) 
&quire the deposit of " State funds " or " public funds " in State or national 
banks. Since i t  i s  anticipated that  the United States Treasury will desig- 
nate banks within the State to act a s  its agent, even the constitutional 
provisions of these States do not Conflict with the requirements of the 
Federal economic security bill for the deposit of State unemployment com- 
pensation funds with the unemployment t rust  fund of the United States. 

(5)  pooled accoz~nt.-The commission shall maintain within the fund a 
pooled account, in  accordance with the following requirements: There shall be 
credited to such pooled account ( a )  the contributions of each employer, to the 
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extent of -' percent of his pay roll; and (bj) all realizing earnings. ~ a i n s ,  or 
losses on investments of the funds; and (c) any balance remaining in the re- 
Nerve account of an employer af ter  he has for any reason ceased to  be subject 
to this act, except a s  the commission may in such case apportion ( to  any suc- 
cessor employer's reserve account) all or par t  of the assets and beneflt lia-
bilities of the reserve account of such former employer." The fund's pooled 
account, a s  thus constituted, shall be mingled and undivided. I t  shall pay 
benefits to  all eligible employees, but only when (and to  the extent that)  the 
reserve accounts of their employers cannot, because exhausted, pay the benefits 
due such employees. 

(6) likployer accozlnts.--The commission shall maintain within the fund a 
separate benefit reserve account for each employer; and shall credit to such 
account all amounts contributed to the fund by the employer, excepting his 
required contributions to the fund's pooled account. Each employer's reserve 
account shall, unless exhausted, pay to his eligible employees all their benefits 
duly chargeable under this act against their weeks of employment by such 
employer. I n  determining when and for how long a n  employer's reserve 
account is exhausted, the commission shall consider only the employer's paid 
and payable contributions, to the exclusion of any accrued contributions not 
yet due for payment. Any employer may a t  any time make voluntary pay- 
ments, additional to the contributions required under this act, to his reserve 
account in the fund, pursuant to general commission rules. Whenever two or  
more employers file an application to merge their several reserve accounts in a 
joint (group) account in the fund, a s  if they constituted a single employer, the 
commission shall maintain such joint account (as  if i t  were a single employer's 
reserve account), subject to such general rules for the conduct and dissolution 
of joint accounts as  i t  may prescribe. 

SECTION 5. CONTRIBUTIONS 

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

(2)  Standard rate  of contri7mtions.-The total contribution8 regularly pay- 
able by each employer shall be a n  amount equal to 3 percent of his pay roll, 
except a s  otherwise provided in this act. 

NOTE.-The Federal pay-roll t ax  on employers (under the economic 
security bill) will be 3 percent for the yertr 1938, and thereafter. 

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

Any State which desires to make its 1936 and 1937 contribution rates 
correspond exactly to the tax-rate clauses, of the Federal security measure 
(as  introduced) can use the following language: 

(Optimal provision) 

(3) 1936 and 1937 contribution rates.-The total contributions payable by 
each employer for the calendar years 1936 and 1937 shall be determined as  
follows: (a) If the Federal Reserve Board's adjusted index of total industrial 
production averages, for the year ending September 30, 1935, not more than 
84 percent of its average for the years 1923-25, inclusive, the commission shall 
certify that fact to the secretary of state, and each employer shall contribute 
for the calendar year 1936 an amount equal to 1percent of his pay roll; (b)  
if such index averages, for such year, more than 84 percent but less than 95 
percent of such earlier average, such fact shall be so certified, and each em- 
ployer shall contribute for the calendar year 1936 an amount equal to 2 per-
cent of his pay roll ; ( c )  if such index averages, for the year ending September 

This figure is 1 percent in the pending economic security measure, but is, of course, 
subiect to flnal action bv boneresn 
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30, 1936, not more than 84 percent of such earlier average, such fact shall be 
so certified, and each employer shall contribute for thc calendar year 1937 
an amount equal to 1 percent of his pay roll, except that in no event shall 
the measure of contributions for the calendar year 1937 be less than the 
measure of contributions for the calendar year 1936; ( d )  if sucli index aver- 
ages, for the year ending Septell~ber 30, 1936, more than 84 percent but less 
than % percent of such earlier arerage, such fact shall be so certified, and 
each employer shall contribute for the calendar year 1937 an amount equal to 
2 percent of his pay roll, except that in no event shall the measure of contri- 
butions for the calendar year 1937, be less than the measure of contributions 
for the calendar year 1936. 

NOTE.-Tlie following provision, for contributions to be paid by all  
employers to a "pooled account ", will help to assure uniform benefit pro- 
tection to all employees, since benefits will be paid from this " equalim-
tion" fund to any employee after the reserve account of his employer h a s  
been exhausted. 

(4) Contributions to pooled aroocctit.--Of his total contribntions required 
hereunder, each eqployer shall a t  all times contril>ute -' percent on his pay 
roll to the fund's pooled acconnt. 

NOTE.-The following provibions, wllicsll a re  vital to any measure of the  
" reserves " type. are designed : ( a )  To assure that each employer's ac-
count will be or become adequate for benefit purposes; and ( b )  to assure t o  
each employer in advance a higher or lower contribution rate, based di- 
rectly on his own unemployment ant1 bc'nefit experience; and thereby ( c )
to encourage each employer to provide more steady einployineni. 

(5) Ii'uture total rates, based on benefit crperie?zce.-The total contribution 
rate required of each employer shall (after he has contributed for a t  least 3 
years) be based directly on the coutribution and benefit experience of hia 
reserve account in the fund, and sllall be cietermined by the commission for 
each calendar year, a t  i ts beginning, pursuant to all the following conditions: 

( a )  If the benefits payable from an emplo~er 's  reserve account within 
any calendar year are  greater than his contributions to such account for 
suoh year, his cacntribution rate fcr the next calendar year shall increase 1 
percent on his pay roll, unless his reserve account then equals a t  least -' 
percent of his pay roll for the last completed calendar year, or shall be increased 
to the standard rate of contributions, whichever is higher. 

( b )  No employer's contribution rate shall be less than the standard rate of 
contribution unless he has had benefit experience throughout the most recently 
completed calendar year without the benefits payable from his reserve account 
within such year being scaled down or paid by the fund's pooled account, and 
unless his reserve account at the s tar t  of the calendar year equals a t  least -' 
times the largest amount of benefits paid from such account within any of 
the -lo most recently completed calendar years. 

(c )  If a n  employer's reserve account a t  the start of the given calendar year 
equals a t  least -* percent of his pay roll for the preceding calendar year, 
his total contribution ra te  shall be reduced to -** percent on his pay roll 
throughout the given year. 

Nm.-This section is required by the proposed Federal act, which 
specides a s  minimum requirements : 

* 15 percent.
** 1percent. 

These figures a re  subject to final action by Congress, amendments to  lower 
them a r e  under consideration. If adopted, a provision along the following 
line would be appropriate : 

(Alternative provision) 


(Not now permitted under the Federal bill) 


( c )  If an employer's reserve account a t  the s tar t  of the given calendar ycar 
equals a t  least 73'~ percent of his pay roll for the preceding calendar year, his 
total contribution rate shall be reduced to 1% percent on his pay roll through- 

-

7 This figure i s  1 percent, under the pending economic security measure, but is, of course, 
subject to final action by Congress. 

8 Optionnl pro?;ision.-The Federal measure as introduced does not require this provision 
or specify any figure but 7% percent i s  bere suggested. 

0 Optional promsiok.-~he Federal measure a s  introduced does not specify ibcse f l g ~ ~ r e s .  
" Five " is :pggested a t  this point. 

10" Three is suggested a t  this second point. 
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o l ~ t  the given calendar year ; and il his account thus equals at  least 12 percent 
of such preceding pay roll, his total co~ltribution rate shall be reduced to. 
one-half of 1 percent on Ids pay roll throughout the giveu calendar ycar. 

NOTE.-Contributions by employees might cause some administrative com- 
plications if paid into separate employer accounts. If a S;:te never;,helrss 
desires to include employee contributions in n bill of this reserves type, 
the follo\~~ing subsection (6)  could be used: 

( Optiona.1 provisio~~,) 

(6) Contributions by emplo?/ees.--Each employee shall contribute to the 
fund's pooled account 1percent of his wages. Each employer shall be respon-
sible for withholding such contribution from the wages of his employees, shall 
show such deduction on his pay-roll records, and shall transmit all such 
contributions to the fund pursuant to general commission rules. 

Nm.-No State is required to include the foregoillg su1)section ( 6 ) .  It 
is being set forth here for due consideration by each State. 

Worker contribntions canl!ot be offset or credited against the Federal 
tax on pay rolls, m-hich is payable by employers alone. Hence the inclu- 
sion by a State of subsection (6)  v70uld not he a suhstitute for, but rather 
an addition to, the contributions above required from employers. 

Additional contributions to the fund, from any source, would of course 
make possible additional benefits from the fund. (See the "actuarial 
memorandum" as to what beneflts could be paid with additional contribu- 
tions. ) 

SECTION 6. BENEFITS 

(1)  P a w e n t s  of beizelit8.-After contributions have been due under this 

act for 2 years benefits shall became payzhle from the fund to any employee 

who thereafter is or becomes unemployed and eligible for benefits, based on 

his weeks of employment a s  defined in this act, and shall be paid through the 

employment office a t  such times and in sucl~ manner as the commission may 

prescribe. 


NoTE.-T~~ above provisions should not be altered, since the proposed 
Feaeral bill requires as  a condition for the allo~wance of credit against 
the Federal pay-roll tax that payment of all compensation must be made 
through the public employment offices in the State and must commence 
2 years after contributions a re  first made under the State law. 

(2)  Weekly benefits for total unemp~lo~/ntent.-An employee totally unem-
ployed and eligible in any week shall be pnid benefits (computed to the nearest 
half-dollar) at the rate of 50 per centum of his full-time weekly wage, with 
maximum benefits of $15 per week and minimum benefits of $-I1 per week. 

Nom-The maximum weekly benefit of $15 per week indicated here 
i s~open  to change by the Stnte. I t  is not required by the Federal bill. 
I t  is presumed that each State will desire to fix n maximum which it 
deems appropriate in the particular State. Official commissions on 7111-
employment insurance in New York, Ohio, California, and Virginia have 
recommended a maximum of $15 per week, while the New Hanipshire
commission recommended $14. The maximum in the Wisconsin law i s  $10, 
but the contribution rate is 2 percent. 

(3) Weekly benefits fw partial un,employment.-An employee partially un-
employed and eligible in any week sball be paid sumcient benefits so that  his 
week's wages (and/or any other pay for personal services, including net earn- 
nings from self-employment) and his benefits combined will be $1 more than 
the weekly benefit to which he would be entitled if totally unemployed in 
that week. 

NoTE.-T~~ above subsection (3) is open to change by the State. HOW-
ever, unless larger contributions than a rate of 3 percent are required, it 
is suggested that partial benefits should be limited as  ahove provided. 
This provision gives only a small advantage in total con~pensation to the 

11 3tatcs mav also wish to fix a minimum weekly benefit for total unemployment. Senate 
[>ill'no 1 of fiew York provides a minimum of $6. Few of the proposed unemployment 
cnmpp~lsatioii bills provide for any minimum. Practically all of the special commissions 
which have stunied uneinployment compensation in this country have recommended that 
the benefit rrltes be set at  50 percent of the full-time weekly earnings. With contribulionu 
ot 3 percent. or even 4 llercent, this i s  about the maxinlum weekly rate of beneflt which 
can be provided unless the duration of benefits is shortened I t  i s  generally thought 
advisable to  fix fhe benefit rates a t  this figure. and to adjust tke duration of benefits and 
the waiting period to mcet the employment experience of the State. 
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partially employed person over the totally unemployed person; but i t  must 
be remembered that  the person who is drawing partial benefits is not 
thereby exhausting his benefit rights as rapidly as  the person who is draw- 
ing total benefits. While it would be desirable to  provide more liberal ben- 
efits to partially unemployed persons, i t  must be recognized tha t  the pri- 
mary purpose of the fund is  to provide protection to employees who are 
totally unemployed. Also, i t  is  desirable to avoid large numbers of small 
claims for small amounts of partial unemployment because of the excessive 
administrative costs which would be involved. 

(4 )  One-to-fow ratio of benefits to emploume~~t-The aggregate amount of 
benefits an employee may at  any time receive shall be limited by the number 
of his past weeks of employment against which benefits have not yet been 
charged hereunder. Each employee's benefits shall be thus charged against 
his most recent weeks of employment available for this purpose. Each em-
ployee shall receive benefits in the ratio of one-quarter week of total unew- 
ployment benefits (or an equivalent amount, as  determined by general com- 
mission rules, of benefits for partial unemplo~-ment or for partial and total 
unemployment combined) to each week of employment of such employee occur- 
ring within the 104 weeks preceding the close of the employee's most recent 
wcek of employment. 

N~E.-This ratio will serve to guard the fnntl against excessive pay- 
ment of benefits to those with only a limited amount of l~revious employ- 
nient to their credit. The ratio may be lowered to 1 to 3 if i t  is desired 
to liberalize this provision, or raised to 1 to 6 if i t  is desired to make 
benefit requiremel?ts more stringent ; but this would modify the actuarial 
basis of this bill to some extent. 

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

4 6 )  Lmp-sum benefit option.-In lieu of paying to  an eligible employee 
in weekly (or other) installments the maximum amount of beneflts t o  whlch 
his past weeks of employment might entitle him under this act (in case he 
remained continuously unemployed and eligible), the commission may dis-
charge the fund's entire benefit liability to such employee, based on his past 
weeks of employment, by paying him a lump sum equalling not less than 50 
percent nor more than 80 percent of said maximum amount of benefits. But 
lump-sum payments shall be thus made only in unusual cases (such a s  when the 
employee has no prospect of securing further employment in the locality, but 
may secure employment elsewhere). The commission shall by general rules de- 
termine on what percentage basis and under what unusual conditions such lump- 
sum payments shall be made, and each such case shall be subject to specific 

approval by the commission. 


Nm.-This provision is designed to encourage workers who have no 
further prospect of employment in the community (e. g., because of aban- 
donment of a factory or  mine) to seek employment elsewhere, rather than 
to remain in the community until their benefit rights a r e  exhausted. 

(7)  Additional benefits (1-to-$0 ratio).-An eligible employee who has re-

ceived the maximum benefits permitted under subsection (5) shall receive 

additional benefits in the ratio of 1 week of total unemplogment benefit (or

its equivalent) to each unit of 20 aggregate weeks of employrne~it occurring 

within the 260 weeks preceding the close of the employee's most recent week 

of employment, and against which benefits have not already been charged 

under this act. Such additional benefits shall be charged against the employee's 

most recent weeks of employment available for this purpose. 


1 2  A maximum dnration of 16 weeks has been most discussed, based on estimates of what 

could have been prov~ded if an unemployment compensation system embodying the stand- 

ards contained in this bill had been in operation from 1922-30 in the United States as  a 

whole during that period. If a State has had more unemployment than the average for 

the United States it would he advisable for such State to provide for a shorter,,maximum 

duration of b$nefits than 16 weeks. Each State is  advised to consult the actuarial 

memorandum accompanyinp this bill, to ascertain the maximum number of weeks of . 
benefits i t  can safely provide. 
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Nom.-The above provision is recommended bccausc foreign experience 
indicates that  a large proportion of employees will draw no benefits for a 
number of years. These employees will have an especially valid claim to 
the additional benefits provided here, wheu because of a depression or 
technological change they lose their jobs and a re  unable to find other work. 

BEOTION 7. BENHElT ELIGIBILITY CONDITIONS 

(1) Required probationary period.-An employee shall be deemed eligible for 
benefits, based on his employment by a given employer, only after he  has been 
employed by such employer either on a monthly salary basis for 1month or  
within any 4 weeks (subsequent to the first year of contributions under this act 
or to  any later date on which the employer in question first becomes subject to 
this act) .  Where the commission finds, a s  to any definitely exceptional class of 
employees such a s  indentured apprentices, that  the fitness of the employer to 
l w r n  the given type of work cannot reasonably be determined within such 4 
weeks or 1month, the commission may by general rule approve for  such class 
a longer maximuin probationary period (included within 12 or less consecutive 
weeks), subject to such restrictions as  the commission deems reasonable under 
the circumstances. 

NOTE.-The above subsection (1)is designtsd to restrict benefit payments, 
in the case of workers making frequent changes in employment. It also 
affords each employer a limited but adequi-lte chance to try out a new 
employee, without benefit liability in case the employee proves unsuited 
to the work. The probationary service period (per employer) should not 
be lengthened, because that would stimulate irregular, casual hiring and 
firing aiid would run counter to the purposes of the act. 

(2) Availabilit~ and registration jor work.-iln employee shall not be eli- 
gible for beneflts in any week of liis partial or total unemployment unless in 
such week he is physically able to work and available for work, wbenever 
duly called for work through the employment office. To prove such availnbil- 
ity for work, every employee partially or totally unemployed shall register for 
work and shall file claim for benefits a t  the employment office, within such 
time limits and with such frequency and in such manner (in person or id 
writing) a s  the commission may by general rule prescribe. No employee shall 
be eligible for benefits for any week in which he fails without good cause to 
comply with such registration and filing requirements. A copy of the com-
mission's rules covering such requirements shall be furnished by it  to each 
employer, who shall inform his employees of the terms thereof wIxe11 they 
become unemployed. 

(3)  Waiting period.-Benefits shall be payable to an  employee only for his 
weeks of unemployment occurring subsequent to a "waiting period" whose 
duration shall in each case be determined a s  follows : 

(Alternative A) : --IS waiting-period units shall be required of the employee 
per each different employer by whom he has been employed within the 52 
weeks preceding the s tar t  of such waiting period. 

There shall not be counted toward an employee's required waiting period 
any week of total or partial unemployment in which he is ineligible for bene- 
fits under subsection ( 2 ) ,  (4 ) ,  ( 5 ) ,  (61, or (7) of this section. 

(Alternative B) : An aggregate of -I4 waiting-period units shall be required 
of the employee within the 52 weeks preceding the s tar t  of any given week 
of unemployment. 

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

(4) Dwing trade disputes.-An employee shall not be eligible for benefits 
for any week in which his total or partial unemployment is directly due to a 

13 In view of the above provision foi;,a separate waiting period per employer this figure 
should not be set very high. If " fwo were specifled above, a n  employee who'worked for . 
2 different employers would serve a 4 weeks' waiting period. 

"The Committee on Economic Security takes no position as to what the lenqth of the 
waiting period. should be. The State may specify a waiting period of 2, :I, or 4aweei<s, or 
any other perlod i t  considers su~table. I t  should be emphasized, however, that a long
waiting period will result in a considerable saving to the fund because of the large amount 
of unemployment of 2 or 3 weeks' duration and that such saving will make possible a 
longer maximum duration of befeflts t o  thosk unemployed longer than the waitlng period. 
The "Actuarial Memorandum accompanying this bill should be consulted, and the 
appropriate adjustment made in the maximum duration of benefits allowed. 
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labor dispute still in active progress in the establishmeilt in which he is or 
v a s  last employed. 

( 5 )  Volu?ttaru Zea.r;.i'ng.-An employee who has left his employment volun-
tarily witliout good cause connected with such employment shall be ineligible 
for benefits for the week in which such leaving occurred and for the 3 next 
following weeks: Provided, moreover, That  such weeks shall be charged (as  if 
benefits for total unemployment had been paid therefor) against the em-
ldoyee's most recent weeks of employment (by the einplo~er  in question) against 
which benefits hare not previously been charged hereunder. 

NOTE.-The above subsection ( 5 )  is  considered to be equitable, The 
~ x r i o d  of disqualification may, of course, be lengthened, or the person quit- 
Ling voluntarily without reasonable cause may be entirely disqualified, if 
the State so desires. 

(6)  D.isuh.aryti for nzisconduc.t.-An employee who has been discharged for 
proved misconduct connected with his employment shall thereby become in-
eligible for benefit for the week in which such discharge occurred and for not 
less than the three nor more than the six next following weeks, as  determined 
by the commission in each individual case: P),ol;irled, ~no~.couer, That  the ineli- 
gible weeks thus determined shall be charged (as  if benefits f q  total unem-
ployment had been paid therefor) against the employee's most recent weeks of 
employment (by the discharging employer) against which benefits have not 
previously been charged hereunder, and shall also be counted against his maxi- 
mum weeks of benefit per year. 

Na . -The  above provision leaves desirable fiexib'ility, so that the penalty 
can be varied to  suit the c~ircumstances of each individual case. 

The followirlg is a more rigid (alternative) provision : 

(6)  Discharge for  m'i,soor:(!rtct.-An emplo'yee who has been discharged for 
proved mjscondl~ct connected with his employment shall thereby become ineli- 
gible for any further benefits based on his past weeks of employment by the dis- 
charging employer, a!~d also ineligible for benefits (b'ased on other employment) 
for the week in u-l~ich ?uch tli~caliargc occu:'~cil ant! for t!:e thrce next following 
weeks: Provid'ed, whorc'uc-er. That  such weeks shall be counted ( a s  if benefits 
for total unemploynlent had been paid therefor) against the employee's maxi- 
mum weeks of b'enefit per year. 

(7)  Reft~salof suita,ble ernplo?p~ent.-If a n  otherwise eligible employee fails, 
without good cause, either to apply for suitable employment when notitied by 
the employment office, or to accept suitable e~riployment when offered him he 
shall thereby become ineligible for benefits for the week in which such failure 
occurred and for the 3 next following weeks: Provided, moreover, That  such 
weeks shall be charged ( a s  if benefits for total unemployment had been paid 
therefor) against the employees' most recent weeks of employment against 
which benefits have not previously been charged hereunder, and shall also be 
counted against his maximum weeks of benefit per year. 

" Suitable employment " shall mean any employment for which the employee 
in question is  reasonably fitted, which is located within a reasonable distance 
of his residence or last employment, and which is not detrimental to his health, 
safety, or moraIs. No employment shall be deemed suitable, and benefits shall 
not be denied under this act to any otherwise eligible employee for refusing to 
accept new work, under any of the following conditions: ( a )  If the  position 
offered is vacant due directly to a strike, lockout, or other lnbor dispute; (b )  if 
the wages, hours, and other conditions of the work offered are  less favorable to 
the employee than those prevailing for similar work in the locality; (o) if 
acceptance of such employment would either require the employee to join a 
company union or would interfere with his joining or retaining membership in 
arly bona flde labor organization. 

NOTE.-The ahove definition of " suitable employment " is required in the 
Federal bill, and the wording of the entire last sentence should not he 
altered. 

( Option'aZ provision) 

( 8 )  Employees barred from benefits by wage disqualification.-An employee 
shall not be eligible for any benefits whatever based on his past weeks of 
employment by a given employer, if h e  loses his employment with such em-
ployer after being regularly employed by him (for  a t  least 20 out of the last 
24 calendar months) on a minimum salary basis (payable and paid, for each 
of such 20 months, whether or not the employer had wage-earning work avail- 
able for  the employee) amounting to a t  least $- per month. 
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NOTE.-No State is required to include in its law the above subsection 
(8). Any denial of benefits to an employee, because his wages have been 
relatively high, is very complicated to administer and apt to be inequitable 
in many cases. 

The $15 weekly beneflt maximum will in itself result in higher-paid 
workers receiving in benefits a relatively lower percentage of their full- 
t ime weekly wages. 

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

Hence, the above subsection is set forth ( a s  the best provision of this 
type) without being recommended. 

SECTION 9. SE'ITLElMENT O F  BENI*FIT OL4IhIS 

NOTEON HAXDTINQC~br~&. -Thefollowing section has the great advan- 
tage of leaving the appeal arrangements flexible, so that they can be set 
lip (and changed) by the administrative authority after further study and 
experience, without the necessity of legislative amendments. 

(1 )  Piling.-Benefit claims shall be filecl i ~ t  the employment office, pursuant 
t o  general commission rules. 

(2) Initial detern~inntion.-A d e p u t ~  designated by the commission shall 
promptly determine whether or not the claim is valid, and the amount of 
benefits apparently payable thereunder, and shall duly notify the employee and 
his most recent employer of such decision. Benefits shall be paid or denied 
accordingly, unless either party requests a hearing within 5 calendar days after 
such notification Was delivered to him or was mailed to his last known address. 

(3) Appeals.-Unless such request for a hearing is withdrawn, the claim 
thus disputed shall be promptly decided, after affording both l3arties reasonable 
opportunity to be heard. by such appeal tribunal as  the commission may desig- 
nate or establish for this purpose. The parties shall be duly notiliecl of such 
tribunal's decision, which shall be deemed a final decision by the commission 
except in cases where the commission acts on its own motion or, pursuant to  
general rules, permits the parties to initiate further appeal or review. 

(4)  Appeal tribztnrl1s.-To hear and decide disputed claims, the commission 
may establish one or more appeal tribunals consisting in each case of one full- 
time salaried examiner (or commissioner) who shall serve a s  chairman, ant1 of 
two other members, namely an employer or representative of employers and an 
employee o r  representntive of employees, who shall each be paid a fee of ]lot 
more than $10 per day of active service on such tribunal (plus necessary 
expenses) and shall serve until replaced by the commission, except that no 
person shall hear any case in which he is a directly interested parIy. The 
chairman of such appeal tribunal may act for i t  a t  any session in the absence 
of one or both other members, provided they have hail due notice of such 
session. 

(5) Procedure.-The manner in which claims shall he presented, the reports 
thereon required from the employee, and from employers, and the conduct of 
hearings and appeals shall be governed by general commission rules (whether 
or not they conform to common law or statutory rules of evidence and other 
technical rules of proceclure) for determining the rights of the pnrties. A full 
and complete record s l~al l  be kept of all proceedings in connection with a dis-
puted claim. All testimony a t  any hearing shall be taken down by a stenog-
rapher, but need not be transcribed unless the disputed claim is further 
appealed. 

(6)  Comrni.~sion reziew.-The commission shall have the power to remove 
or transfer the proceedings on any claim pending before n deputy, appeal 
trib~mal, or colnmissioner; and m:ly on its own m o t i o ~ ~(within 10 days after 
the date of any decision by a deputy, appeal tribunal, commissioner, or by 
the commission a s  a body) afBrm, reverse, change, or set aside any such deci- 
sion, on the basis of the evidence previously submitted in such case, o r  direct 
the taking of additional testimony. 

( 7 )  Appeal to courts.--Except a s  thus provided, any decision (unless ap- 
pealed pursuant to genc3ral commission rules) shall. 10 days after the date of 
such decision, become the Anal decision of the commission, and all findings 
of fact made therein shall (in the absence of fraud) be conclusire: and such 
clecision shall then be subject to judicial review solely on questions of law. 
Such judicial review shall be barred unless the plaintiff party has used and 
exhausted the remedies provided hereunder and has commenced judicial action 
(with notice to the commission) within 10 days after a decision hereunder 
has become the Anal decision of the commission in the disputed case. 
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(8) Oathe and witnesses.-In the discharge of their duties under this section 
any deputy, any member of an appeal tribunal, and any examiner, commis- 
sioner, or duly authorized representative of the commission shall have power 
to administer oaths to persons appearing before them, take depositions, certify 
to official acts, and by subpenas (served in the manner in which court subpenas 
a re  served) to compel attendance of witnesses and the production of books, 
papers, documents, and records necessary or convenient to be used by them in 
connection with any disputed claim. Witness fees and other expenses involved 
in proceedings under this section shall be paid to the extent necewary, a t  rates 
specifled by general commission rules, from the unemployment administration 
fund. 

BEOTION 9. (XIWTBWIEW 

(Not drafted because of differences in State courts, etc.) 

Each State should draft a section consistent with its judicial structure and 
procedure. This section should specify: (1)  Type of legal action, (2)  the 
court or courts to be used, (3) transmission by the commission of the record 
in the case, (4) assessment of court costs, and so forth. 

Some States have, under their accident compensation laws, found i t  desir- 
able to have a single court handle all such cases, thereby developing a tribunal 
with specialized knowledge and experience in this field. Such procedure might 
well be followed in the new field of unemployment compensation. 

Note on administratice organization (possible types).-The work involved 
in the administration of a State unemployment compensation law will be very 
considerable. 

The administrative expenses (including the operation of public employment 
offices), judging by experience abroad, will be a t  least 10 percent of the 
annual contributions. For each million of population, if the State's employ- 
ment and wage rates a re  about the average of the entire country, unemploy- 
ment compensation contributions ( a t  3 percent) would average about $3,500,000 
annually under existing conditions, and the administrative expenses ( a t  10  
percent) would be about $350,000 annually (per million of population) after 
benefits start. (Federal grants will cover most of these administration costs, 
provided the State administration complies with Federal standards.) 

Hence, many States will desire to create a new full-time commission, suitable 
for dealing with the many new accounting, legal, and administrative problems. 
This bill embodies the organization of such a commission (see sect. 10 below),
briefiy a s  follows: 

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

However, some States, in the light of their present administrative organiza- 
tion or because of a smaller volume of work, may wish to consider the follow- 
ing alternative plans of organization : 

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

3. A new part-time (per diem) board, with a salaried executive director. 
Such a part-time board would review appealed benefit cases, have jurisdiction 
over general policies, pass upon rules and regulations, and be responsible f o r  
the administration, selecting the director who would be subject to the board. 
(Such a part-time board should be used in smaller States.) 

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

SECTION 10. UNEMPLDYMBNT COMPENSATION COMMIISION 

(1) Organization.-There is hereby created a commission of three members, 
to be known a s  the Unemployment Compensation Commission of ------------. 

(State) 

The members of the commission shall be appointed by the Governor within 90 

days after the passage of this act. The commissioncrs thus appointed shall 

serve, as  designated by the Governor a t  the time of appointment, 1for a term 
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of 2 years, 1for a term of 4 years, and 1for a term of 6 years. At the expira- 
tion of such initial terms appointments shall be made for a term of 6 years in 
each case. Any appointment to a vacancy shall be for the unexpired term in 
question. No commissioner shall, during his term of oflice, engage in any
other business, vocation, or employment, or serve a s  an ofleer or commit*e 
member of any political party organization. The Governor may a t  any time, 
after public hearing, remove any commissioner for gross inefficiency, neglect 
of duty, malfeasance, misfeasance, or nonfeasance in oflice. 

(2)  BaZan'e8.-Each commissioner shall be paid a flxed monthly salary, a t  
the rate  of - thousand dollars per year of service, from the unemployment
administration fund. 

NOTE.-To secure persons with ability, training, and experience reason- 
ably equal to their new and difficult task, the State should expect to pay 
each commissioner approximately $2,000 per million of State population, 
but not less than $4,000 in any event. 

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

SECTION 11. ADMINISTPATTON 

(1) Duties and pouxrs of commission.-It shall be the duty of the commis- 
sion to administer this act ;  and i t  shall have power and authority to adopt 
and enforce all reasonable rules and orders necessary or suitable to that end, 
and to employ any persons, make any expenditures, require any reports, and 
take any other action (within its means and consistent with the provisions of 
this act) necessary or suitable to that  end. Annually, by the 1st day of 
February, the commission shall submit to the Governor a summary report cov- 
ering the administration and operation of this act during the preceding calendar 
year, and making such recommendations a s  the commission deems proper. 
lf7henever the commission believes that a change in contribution and/or benefit 
rates will become necessary t o  protect the solvency of the fund, it  shall a t  once 
inform the Governor and the legislature thereof, and make recommendations 
accordingly. 

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

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

(4) Pw8onneZ.-The commission is authorized, within i ts  means, to appoint 
and flx the compensation of such omcers, accountants, attorneys, experts, and 
other persons a s  are necessary in the execution of i ts  functions. A11 positions 
in the administration of this act shall be fllled by persons selected and appointed 
on a nonpartisan merit basis, under: rules and regulations of the commission. 
The commission shall not employ or pay any person who is  serving a s  an ofecer 
or committee member of any political party organization. The commission 
shall flx the duties and powers of all persons thus employed, and may authorize 
any such person to do any act or acts which could lawfully be done by a 
commissioner. The commission may in its discretion bond any person handling 
moneys or signing checks hereunder. 

NOTE.-A nonpartisan merit basis must be used, to secure any Federal 
money for administrative costs. 

(5) Adui8ot.y oounciZ8.-The commission shall appoint a State-wide advisory 
council and local advisory councils, composed in each case of equal numbers of 
employer representatives and employee representatives (namely of persons who 
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may fairly be regarded a s  thus representative because of their vocatiol~, em- 
ployment, or affiliations), and of such members representing the public generally 
a s  the commission may designate. Such councils shall aid the commission in 
formulating policies and discussing problems related to  the administration of 
this act and in assuring impartiality, neutrality, and freedom from political 
influence in the solution of such problems. Such advisory councils shall serve 
without compensation, but shall be reimbursed for any necessary expenses. 

(6) Err~pZoynent 8tabiEimth.-It shall be one of the parposes of this act 
to promote the regularization of employment in  enterprises, localities, indus- 
tries, and the State. The commission, with the advice and aid of i ts  advisory 
councfls, shall take al l  appropriate steps within i t s  means to reduce and pre- 
vent unemployment; to encourage and assist in  the adoption of practical 
methods of vocational training, retraining, and vocational guidance ; to  investi- 
gate, recommend, advise, and assist In the establishment and operation, by 
municipalities, counties, school districts, and the State, of reserves for public 
works to be used in times of business depression and unemployment; to promote 
the reemployment of unemployed workers throughout the State in  every other 
way that  may be feasible; and to these ends to  employ experts and to carry 
on and publish the results of investigations and research studies. 

(7) Recards and reports.-Every employer (of any person in this State) 
shall keep true and accurate employment ~.ecords of all persons employed 
by him, and of the meekly hours worked for him by each, and of the weekly 
wages paid by him to each such person. Such records shall be open to 
inspection by the con~mission or its authorized representatives a t  any reasonable 
time and a s  often a s  may be necessary. The commission may require from 
any employer (of ally person in this State) any reports covering persons 
employed by him, on employment, wages, hours, unemployment and related 
matters, which the comnlission deems necessary to the effective administration 
of this act. Information thus obtained shall not be published or be open to 
public inspection in any manner revealing the employer's identity, and any 
commission employee guilty of violating this provision shall be subject to  
the penalties provided in this act. 

(8) Representation in  court.-On request of the commission the attorney 
general shall represent the commission and the State in ally court action 
relating to this act or to its administration and enforcement, except a s  special 
counsel may be designated by the ,-oinmission with the approval of the Governor 
and except as  otherwise provided in this Act. 

(9)  State-Federal cooperatio9i.-The con~mission is hereby authorized and 
directed to cooperate in all  necessnry respects with the appropriate agencies 
and departments of the Federal Government, in the administration of this 
act and of free public employment offices; and to make all  reports thereon 
requested by and directly interested Federal agency or department; and 
to accept any sums allotted or apportioned to the State for such administra- 
tion, and to comply with all reasonable Federal regulations governing the 
expeiiditure of such sums. 

(10) Employment 0flces.-The con~mission shall establish and maintain such 
free public employ~nent offices, including such branch offices, as  may be 
necessary for the proper administration of this act. The commission shall 
maintain a division for this purpose. The existing free public employment 
offices of the State (if any)  shall be transferred to the jurisdiction of such 
d i ~ i s i o n ;  and upon such transfer a11 duties and powers conferred by law upon 
any other department, agency, or officer relating to the estahlishnlent, main- 
tenance, and operatinn of free ~mblieemployment offices shall be vested in 
such division. All moneyd thereafter made available by or  received by the 
State for the State employment service shall be gaid to (and e s p n d e d  frorn) 
the unempkoyment administration fund, and a special "'employment ser'vice 
acTount" shall h maintained far  this purpose a s  a part of said fund. 

(1)P o m a l  amptance.-The State hereby accepts the provisions of the 
Wagner-Peyser Act approved Jnne 6, 3933 ( 4 8  Stat. 213, U. S .  C., title 29, 
see. 49 (c) ,  "An act to provide for the establishment of a national employ- 
ment system and for cooperat;m with the States in the pronlotion of such 
systenl, and for other purposes, in conformity with section 4 thereof, and will 
observe and comply with the requirements of said act of Congress. 

(2)  State employment service.-There is hereby created, unde:, the Unem- 
ployment Compensatio~l Commission, a division to be known as  the 
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State Emploj-iuent Servicen, whicli shall be affiliated with the United States 
Employment Servicuh. The said division is hereby designated and con-
stituted the agency of tliis State for the purposes of the Wagner-Peyser Act. 
The said division shall be administered by a full-time salaried director, who 
is hereby given full power to cooperate %it11 all authorities of the United 
States having powers or duties under the said act of Congress ant1 to do and 
perforni all things necessary to secure to this State the benefits of the said 
act of Congress in the promotion and ni~intenance of a system of public 
employment offices. 

(3) Binanolng.-All moneys made available by or received by this State 
under s$d act of Congress shall be paid into a special " employpent service 
nccount in the unemployment administration fund, and said moneys a re  
hereby appropriated and made available to the " State Employment: 
Service" to be expended a s  provided by this act and by said act of Congress. 

N o T E . - - T ~ ~Federal econoniic security measure requires that the State 
accept the provisions of the Wagner-Peyser Act for the establishment of 
n n  etfectivp system of public employment oflices. 

The above section can be used for this purpose and can properly be 
included in this bill even where the Stale has already accepted the Wagner- 
Peyser Act. 

This bill placcs the State emplo~ment service under the coinmission 
administering the unemployment compensation law, a s  is proper and vir- 
tually necessary for the effective operation of both the service and the law. 

However, in case a g i v ~ n  State does not wish to place i ts  State employ- 
ment service under the Unemployment Compensation Commission, then the 
above section should be omitted or modified, and subsection (10) of sec-
tion 11should also be modified. The Governor or the State's labor depart- 
ment should in that case secure advice from the United States Employ- 
ment Service, Department of Labor, Washington, D. C., on the procedure 
and changes in this bill which would in that case become necessary. 

SECIION 13. BECIPRWAL RENEFIT BBRANGEMBNTS WITH OTHEYE STATES 

The commission is hereby autl~orized, subject to  approval by the Governor, 
to enter into reciprocal arrangements with the proper authorities, in the case 
of any other unemployment compensation system wtablished by any State law 
or  by an  act of Congress, as to persons who have (after acquiring rights to 
bend t s  under this act or under such other system) newly come under this 
act or under such other system, whereby such benefit8 (or substantially r::uiv- 
alent benefits) shall he paid (or both paid and finauced) ~JI whale or in part 
througb (or by) the fund of the unemployment compensatian system newly 
applicable to such person. Such reciprocal arrangements shall be adopted and 
published by tlie commission in the same manner a s  its general rules. 

NOTE.--The above section is designed to make possible reciprocal arrange- 
ments whereby an employee will not lose his benefit rights if he movee 
from one State to the other, or from employnient covered by a direct aet 
of Congress. The wording should not be altered. 

SEOTIOY 1.1. PROTECTION OF RIOITTS AND BENEFITS 

(1) M'nioeg- of rigllta void.-No agreement by ail employee to waive his right 
to benefit or any other right under this act shall be valid. No agreement by 
an employee or by eulploy~es to pay all or ariy portion of the contributions 
required under this act from employers shall be valid. No employer shall 
make or require any deduction from wages to finance the coi~tributions required 
of him, or require any waiver by an  eiiiployee of any right hereunder. Any
employee claiming a violation of this section may have recourse to the method 
set up in this act for d~ciding benefit claims; aild the comnlission shall have 
power to take ally steps necessary or suitable to correct and prosecute any such 
violation. 

( 2 )  Limn'tntio~to f  /ces.--So einl)lo.!ee sliall be c,!~arged fees of i:ny hind by 
tlie commission or its representatives in any proceeding under this act. Any
employee clairning benefits in any proceeding or court action may be repre- 
sented by counscl or other dulx authorized agent; hut no such counsel or agents 
shall together charge or receive for such service% more t l~ai l  10 percent of the 
maximum benefits a t  issue in such proceeding or court action. 

(3) No assignment M garniabnnzent of bej1cfits.--Benefits whicli are  due or  
may become due under this act shall not be assignable before payment, but 
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this provision shall not affect tlie survival thereof; and when awarded, adjudged, 
or paid shall be exempt from all claims of creditors, and from levy, execution, 
and attachment or other remedy now or hereafter provided for recovery or 
collection of debt which exemption may not be waived. 

SEC. 15. COLLECTION OF CONTRIBUTIONS 

(1)  Interest on tardy pagnwnts.-If any employer fails to  make promptly, 
by the date i t  becomes due hereunder, any payment required to be made by 
him under this act, he shall be additionally liable (to the unemployment admin- 
istration fund) for interest on such 1)a)ment a t  the rate of 1percent per month 
from the date such yayment became due until paid, pursuant to general com- 
mission rules. 

(2) Bamkrliptey.-In the event of an employer's dissolution, bankruptcy, 
adjudicated insolvency, receivership, assignment for benefit of creditors, judi- 
cially confirmed extension proposal or composition, or any analogous situation, 
contribution paynilents then and thereafter due ulider this act shall have the 
greatest priority (subsequent to taxes, but a t  least equal to wage claims) then 
permitted by law; but this subsection sliall not impair the lien of any judgment 
entered upon any award. 

(3)  Court action.-Upon complaint of the commission, the attorney general 
shall institute and prosecute the necessary actions or proceedings for the re- 
covery of any contributions or other payments due hereunder ; or, a t  his request 
and under his direction, the prosecuting attorney (of any county in which the 
employer has a place of business) shall institute and prosecute the necessary 
actions or proceedings for the recovery of any contributions or other paymeiits 
due hereunder. 

SECTION 16. PENALTIES 

(1) Whoever willfully makes a false statement or reg~resentation to obtain 
or increase any benefit or other payment under this act, either for himself or 
for any other person, shal1 upon conviction he punished by a fine of not less than 
$20 nor more than $50, or by imprisonment in the county jail not longer than 
30 days, or by both such fine and imprisonment; and each such false statement 
or representation shall constitute a separate and distinct offense. 

( 2 )  Any employer (of any person in this State) or his agent who willfully 
makes a false statement or representation to avoid becoming or remaining sub- 
ject hereto, or to avoid or reduce any contribution or  other payment required 
of such employer under this act, or who willfully fails or refuses to make any 
such contribution or other payment or to furnish any reports duly required 
hereunder, or to  appear or testify or produce records as lawfully required here- 
under, or who makes or requires any deduction from wages to pay all or any 
portion of the contributions required from employers, or who tries to induce any 
employee to waive any right under this act, shall, upon conviction, be punished 
by a, fine of not less than $20 nor more than $200, or by imprisonment in the county 
jail not longer than 60 days, or by both such fine and imprisonment; and each 
such false statement or representation, and each day of such failure or refusal, 
and each such deduction from wages, and each such attempt to induce shall 
constitute a separate and distinct offense. I f  the employer in question is a 
corporation, the president, the secretary, and the treasurer, or officers exercising 
corresponding functions, shall each be subject to the aforesaid penalties. 

(3) Any violation of any provision of this act for which a penalty is neither 
prescribed above nor provided by any other applicable statute, shall be punished 
by a flne of not less than $20 nor more than $50, or by imprisonment in the 
county jail not longer than 30 days, or by both such fine and imprisonment. 

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

SECTION 17 .  CNEMPLO'YMENT ADJlINISTI(AT10N F'UND 

(1)Spedal fund.-There is hereby created the " Unemployment Compensation 
Administration Fund ", to consist of all moneys received by the State or by 
the commission for the administration of this act. This special fund shall be 
handled by the State treasurer a s  other State moneys are handled; but i t  shall 
be expended solely for the purposes herein specifled, and its balances shall not 
lapse a t  any time but shall remain continuously available to the commission 
for expenditure consistent herewith. 
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(2 )  Federal aicEa.-All Federal moneys allotted or apportioned to the State 
by the Federal Social Insurance Board (or other agency) for the administra- 
tion of this act shall be paid into the unemployment administration fund. 

(3) Employnent service accozbmt.-A special "employment service account" 
shall be maintained a s  a part of said fund. 

BEGTION 18, APPROPRIATIONB 

(1)  A11 moneys in the unemployment administration fund a t  any time are 
hereby appropriated to the unemployment compensation commission, including 
its employment service division. 

(2) There is hereby appropriated, to the employment service account of the 
unemployment administration fund, from any money in the State treasury not 
,otherwise appropriated, on July 1, 1935, and annually thereafter on the 1st day 
.of July, the sum of 

SECTION 19. SAVING CLAUSE 

The legislature reserves the right to amend or repeal all  or any part of this 
act a t  any time; and there shall be no vested private right of any kind against 
such amendment or repeal. 

Nom.-This provision is required by the Federal bill as  a condition for 
the allowance of credits against the Federal pay-roll tax. 

SECTION 20. BEPARABILITY OF PROVISIONS 

If any provision of this act, or the application thereof to any person or  cir- 
cumstance, is held invalid, the remainder of the act and the application of such 
provision to other persons or circumstances shall not be affected thereby. 

BECTION 21. EFFEOTlVE DATE 

This act shall take effect upon passage. 
NOTE.-This section should be modifled where necessary to conform with 

the State's regular requirements for official publication, etc., prior to the 
taking effect of its State laws. 

NoTE.-A~~ State which desires to do so may of course modify the foregoing 
bill to permit certain employers (or groups) to maintain separate " guaranteed 
emplopnent ucmzvnts." The Federal economic security measure includes certain 
standards which would apply to any such account permitted under a State law. 
(The State law could, however, provide additional standards.) 

G~aran~ieedeinploym.ent (optional pro~ision)  

qFor possible inclusio~l in either type of model State unemployment compensa- 
tion bill) 

NOTE.-Any State which desire8 to do so may include t h e  following o p  
tional provision, a s  a new section to be inserted in either of the model 
State bills prepared by the President's Committee on Economic Security. 

This provision would permit certain employers, in the discretion of the 
administrative agency, to  establish special guaranteed employment accounts 
within the State unemployment compensation trust fund. 

If the following new section is inserted in either model State bill (pre-
sumably immediately following the present see. 18) ,  then the present sec- 
tions 19, 20, and 21 should of course be renumbered accordingly. 

vien of -its enlarged fu%:tions under this act. (The bulk of the c o d  will be financed 
from Federal money, raised largely from employers subject to the Federal pay-roll tax 
and the State unemDlovment comuensation law. Not onlv such emDloverfi will bene-
flt by an effective State-wide emiployment service, but d s o  the entire community.)
Hence, i t  is essential that the State (from general tax funds) appropriate a t  least 
the suggcsted small fraction of the total cost of i ts  employment service. 
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111 case the new g11ai-:*nteed e~nl~ioj- l l le~~t  sectio11 is inserted in the ~notlel 
hill of the pooled-fund t:.ge, \vithout the simili~rly optional section on 
'' 1i:mplo.ver Heeerre Accounts " being likewise inxertetl, then it urill be 
nt'cessary (as  noted below) to adtl brief pro\-isions to sectio~ls 4 a11t15 of 
the '' Iiooletl fund " nod el l~ill, to ~rovi t le  for guaranteed-enlploy~lleritac-
collnts. and for tile rc.cluiretl n1i11iinu111 coutril)utiol~s by such e~l~plvyers to 
the pooled frmd. 

SECT 10.X (; 1TAHINTEh:':D EJ1PL0.\7~\LI.:h-T I'LAN H 

(1).Perrriiwwn to estc1b1izlh.-Subject to uf this : ~ c t .the re (~ui rc~~lc l l t s  the 
conluiission may permit any employer to estnblidll a guaranteetl-e~iiplo.vlnent 
plan, covering all his el~lployees in  one or more ilnddistii~c; e.+t:tl~lisli~~le~i:*, 
Lo maintain ~vithin the fnntl for the purposes of this sectiou u glia~.a~tteed-
en~gloyment account, which shall be separate from and additional to  any benefit- 
reserve account he 111;ty have in he f1111d (covering all his other emplo'yees, not 
covered under said gnar:lnteecl-employment plan). As o. condition of permitting 
:I guaranteed employ~lient plan and of maintaining within the fund a guaran-
teed-employment ac!co~~nt, the co1n10ission shall require the eu~ployer in question 
to furnish s11ch separa!e security (or such other assurance that  his employees 
\\rill receive the full wages gu:iranteetl tlieni 1)y the ei11l)loyer 11nder s11c11 plun) 
a s  t-lle commission deems reasonable. 

( 2 )  An,nual uwya (lunranty.-The commission shall approve and permit a 
gunranteed e~nploynlent plan only when the given employer guariii~tees in  
advance, to all his emploj.ees (except as  hereillafter provided) in one or  more 
distinct establishments, full wages fur each of 40 separate cale~~clilr weeks 
within the calendar year. An employer's guaranteed eml~loyn~ent plan shall 
be s~ibject to approval by the commission ant1 to all al~plicable general com-
~lrissiori rules, and shall commence for the calendnr year 1938 or a t  such 
later date and under such conditions (governing partial transfer uf the 
employer's past contributions and all other relevant questions) as tlle rolnmis- 
sion may approve. In thc cnse of an  employer commencing his guaranty to 
some or  all  of his en~ployees after the start of a calendar year, four-fifths of 
the remaining weeks within eucli year shall be subject to the standard p ~ ~ ~ r a n t y  
of full wages per guaranteed meek. 

NolVw.-The fvrrgoing larlgl~agp is in conformity wilh the 11rul)osetl 
Fc~deral econom,ic security measure. An amendment is under cousidera-
lion which wo~iltl require a .guarantee of 30 hours witges for 40 weeks 
or their equivalent. If adopted, a proviciion along the following lint! would 
be appropriate : 

(Al terr~nt iveprovisiorc) 

(Yet uo\r l~ernlitted uuder the Frlder:~l I~i l l )  

(2) A n w u l  wage guc~rar1t~t.-The colnmissioii shall approve al:cl pelwit :+ 
,quaranteed emploglllent plan only when the given employer guarautees in 
advance, to all his employees (except as  hereinafter provided) in one 01. more 
distinct establishments, 30 hours wages for each of 40 separate calendar 
weeks within the calendar year. (Where a11 einployer guarantees to his 
employees in advance more than 40 weeks within a calendar year, for each 
such extra guaranteed \veek 1 hour shall be deducted ( a s  to all guaranteed 
weeks) from the 30 guaranteed weekly hours otherwise applicable, except that  
in no case ~11311 ali elnployer's gunral~ty under this section a~noilnt to lesr than 
20 guaranteed hours per guaranteed week. 

An employer's guarantceil employmelit plan shall be subject to approval by 
the commission and to all applicable general commission rules, and sllall com- 
mence for the calendar year 1938or at  such later date and under such coriilitio~is 
(governing partial trnusfer of the emplojer's past contrIhutions and all other 
relevant questions) ns the commi~sion 1t:ax appro\'e. In the case of an 
employer ro~nn~enc.inr h:s ::'u:~rnnty to solne or 2111 of l i i ~en~l~logeesafter the 
start of a calen!!:rr jle:lr. foui.-fifths c~f tht. re~n:~ir:ing \\-eel<:: ~ r i th in  such year 
shall be subject to  tile stnrlclard guaranty of 30 hours' wages per guaranteed 
week. 

?\Tom-.-Tlie balance: of this ~rovision is applicable whether or  i ~ o t  such 
amendment is adopted. 

An employer's guaranty shall commence for each employee whenever he has 
once completed a probationary period with such employer of 12 weeks of 
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eml~loyll~ent(or  any lesser nnrnber of weclis of emplr,qment inclutled \\ithin 
12 consecutive calendar weeks) occurrir~g s~lhsequent to January 1. 1937. or 
to :my later date on which the eni]~lo?er in questioll first becomes subject 
to this act. The employer's guarallty to an emljloyee >hall specbify the wage 
rate or basis guaranteed the employee for a11 u-o~1, lo Ile clone by him for the 
employer during the guaranty ~ e r i o d  and paranreed hirn as  a deficiency wage 
for each hour short of his number of guaranteed hours j n  :uiy g~~aran tee( l  11-eek. 
The employer sllall not be required to make goo11 his &warnnty to :rll employee 
for any week (within the guaranty period !': 

(a) Which would not be counted as  a n-rrk of for hentlfit tsn~l)loyrn~nt"
purposes under this act : 

( h )  In which the employee is physically unable to work : 
( c . )  In which the employee fails without ztr~wl c~;tu%cto nccel)t ~u i t :~ l ) le  

employment when otiered him; 
(d )  In which a labor dispute is still in active, I I ~ I J E ~ ? ' ~  thc estahlishment 111 

in question; 
( P )  After the employee has left his employnlt~nt \oluntm'ily 71-itliout good 

cause connected with such employment ; 
( f )  After the employee has been discharger1 for l,ro\-ed Il~iscouduct connected 

with his employment. 
(31 Btnefit requirerneat8.-Any en~plojee. c~n)l~lo)etl i , ~a guaranteed estah-

lishment. but laid off (without commeucen~mt of guaranty) at or prior to 
the close of his above required probationary l~erind, shrill hr pait1 froni the 
employer'.: guaranteed-employment account thc Iwnefits (1~1-edon his week.: 
of emplo\-inent hy such emploxer) to x~hich hc ~ ~ ~ o u l t l  11ntler the hr cnlitled 
staudtird benefit provisions of this act. I n  tllr rase of any emplol-ee lniil 
off by the employer after l'ulfillmeilt of his ~ u a r i ~ n t y  tnb11t pl'ior the coin- 
Inencement of the next ensuing ci~lendar year. ~ c l le~nployri. shall. nllile 
uncinployed and elieihle withi11 such ensuing calendar year, receive from thr 
employer's guaranteed-employment account the benefits (based on his weeks 
of em~~lovmentby such enlployerl to which he woultl be entitlecl untier the 
standard bellefit provisions of this act. 

( 4 )  Pnyizents.-There shall be creditrd to nrl employer's qnar~~ntt'rd-em-
plloyment' account all amounts pait1 by him to the fund for s1ir11 .'c('oullt 
(exclusive of his required contributions to the funtl'i 11ooleil account, and ex- 
clusive of all payments based on the wages of employees not em~loyeilin 
his guaranteed establishment or establishments). Any such employer may 
a t  any time n~nlie voluntary payments (:\dditional tn tllr colltrihutio~~s t o  the 
contrihntions required under this act) to his maranteed-employment account 
in the fund, pursuant to general commission rules. Any rleficinery wages pas- 
able hereunder i n  fulfillment of the employer's guaranty to an employee shall 
be pait1 by the employer directly unless the comn:ission fintls that t l ~ r  ~nrployel. 
is finan( ially 1111:ible to f~~ l f i l l  his guaranty, ill ~vhic'h rase the) shall he pnitl 
from his guaranteed-employment account. There hall be ~layahle from the 
ernplo\er's fuaranteed-employment acrount tllr hcuefits payah l~  untlel. l l b i i  

section to any of his employees (employed in a quaranteed estahliqhment) 
whose guaranty is not commenced or renewed, and who is otherwice elizihlc 
for benefits unr l~r  thiq act. If  such guaranteed-employment account is ex-
hausteil. the hnlance df any such amounts payable hrreuntler to employee-
shall he pni(1 from the fund's pooled account. 

( 5 )  Contribution requir@nm.ts.-An emp1o:er'- requirrd total c1ontrihuLion 
rate (on his gllaranteecl estahlishment pay roll) c;hrrll, after he has ront~~ihutotl 
for i ~ t  least 3 years, be based on his guaranteed-einl~loyment experience, ancl 
shall b~ determined by the commission for each calendar Sear, a t  i ts  beginninc, 
pursuant to all the following conditions : 

(a) No employer's contribution rate (based on his guaranteetl-estahlishn~ent 
pay roll) shall be reduced unless his employment maranties for the last com- 
pleted calendar year were fulfilled, without any deficiency wages heina paid 
from his waranteed-eingloyment account, and without any henefits payr~ble 
from such account within such gear being paid froni the fund's pooled arrn~lnt  

( b )  Whene~-er the emplojrer's guaranteed-empl3ynient account a t  the close of 
a calendar year equals a t  least -* perrent of his (nuaranteed estnhlishment) 
pay roll for such year, and a t  least twice the irmount of defic'iency wages a1111 
benefits payable for such year under this section, he  shall contribute for the3 
ensuing calendar year --'* percent of his (guaranteed establishment) pa5 roll 
to the State pooled fund;  provided that under all other conditions he shall 
cnntrihntc on such pay roll a t  tile stantlnrtl rate p~.oviderl in this act 

mailto:requir@nm.ts.-An
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NOTE.--In the pending economic-security measure, a s  introduced, the first 
figure ( * )  is 7% percent and the second figure (**) is 1percent; but these 
figures a re  of course subject to final action by Congress. 

NOTE.-Contributions by employees might cause some complications if 
required in connection with guaranteed-employment accounts. If a State  
nevertheless desires to include employee contributions, the following sub- 
section (6) could be used. 

(6)  Contributiofis b y  e?nployees.--The foregoing requirements and criteria on 

contribution and other payments by an employer having a guaranteed-employ-

ment account, apply to contributions made by such employer on his own behalf, 

and to  the payments to his employees to  be financed by him. I n  case any con- 

tributions or other payments are  made for benefit purposes by the covered em- 

ployees of such employer, the commission is authorized and directed to assure by 

any suitable general rules that the employer shall a t  a l l  times himself finance 

the required deficiency wages, and benefits a t  least equal to t h o ~ e  payable by 

other employers contributing under this act to the funds' pooled account. 


(7)  Termination of aooount.-If any employer maintaining a guaranteed-
employment account hereunder fails to comply with the applicable requirements 
of this act, or terminates such account with the commission's consent, or has 
for any reason ceased to be subject to this act, the commission shall transfer 
and credit to the fund's pooled account any balance then remaining in such 
employer's reserve account (except a s  the commission may apportion to that  
employer's or  to any successor employer's reserve account all or par t  of the 
assets and liabilities in question) ; and in such case (with the above exception) 
all further contributions from such employer shall be paid to said pooled account 
and all further payments to  his employees shall be paid from said pooled 
account. 

Nm.-In case the above-guaranteed employment section is inserted in 
the model bill of the pooled-fund type, then the following new subsections 
must be inserted in that  bill (and substituted for the similar inserts a t  the 
close of the optional section on '' Employer-reserve accounts " if that  section 
is also used). 

Insert a t  the close of section 4, relating to the unemployme~~t combensation 
fund : 

(5) Emplouer-reserve accozcnts, within the fund.-The fund shall be mingled 
and undivided ; except a s  separate " reserve accounts " (including guaranteed- 
employment accounts, if any) a re  kept therein under provisioris of this act 
permitting certain employers to maintain such acrLounts within the fund. 

The entire balance of the fund (exclusive of such reserve accounts) shall 
constitute the "pooled account" of the fund, to which shall be credited or 
charged all  payments to and from the fund except as  this act specifies otherwise. 

Insert a t  the close of section 5, relating to contributions: 
( ) Contributiolt rates, for employers having ?.eserve aocounts.-Each em-

ployer for whom a reserve account (and/or guaranteed employment account, if 
any) is  maintained pursuant to this act shall for each calendar year make such 
total contributions to the fund a s  are then required of him under the applicable 
provisions of this act. If such total contributions, an amount equaling -* 
percent of the employer's pay roll shall regularly be credited to the fund's 
"pooled account." The balance of the employer's payments to the fund shall 
be duly allocated and credited ( a s  may be proper in each case) to his reserve 
account (or guaranteed-employment account, if any). 

*NOTE.-This figure is fixed a t  1percent, in the pending economic-security 
measure, but is of course subject to anal  action by Congress. 

MEMOBANDUM S T A ~  ASSISTANC~(P~NSION)LEGIIBLATIONCONCERNING OLD-AGB 
TO CONFORMm T ~ I  ECONOMIC BILLFEDE&~L SECURITY 

(Suggested State act follows on pp. 634-640.) 

PURPOSI OF THI ~~L ECONOMIC SEOUEITY BILL WLATING TO OLD-AGl4 ASBISTANCBI 

The Federal economic security bill provides for  Federal grants-in-aid to 
the States for  old-age assistance of not to exceed 50 percent of the assistance, 
under standards and conditions set forth in  the bill. This is one of several 
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provisions designed to provide security for the aged. Other parts of the pro- 
gram provide for contributory annuities to be built up by compulsory contribu- 
tions of em~loyers and employees, and voluntarj annuities for self-employed 
persons. 

Twenty-eight States have enacted old-age assistance laws, but many of 
these laws are optional upon the local units of government, and have been put 
into use in only a few counties. In  many States the existing old-age awlstance 
laws are  inoperative because of lack ot funds. Federal grants to the States 
will not only aid them in providing old-age assistance, but will stimulate the 
States and local governments to raise local funds for this purpose. 

Federal grants a re  to be conditioned upon a few standards set forth in the 
bill. Many of the State laws contain excessive residence requirements-up to 
25 years within the State. Obviously, the Federal Government could not make 
grants to State systems with such strict residence requirements, for its obliga-
tions are to all of the citizens of the United States, regardless of how long 
they have resided in the particular State. Many State laws have other very 
restrictive provisions, such as that the applicant shall have been a citizen 
of the United States for 15 years. Some States prohibit assistance to persons 
who own any property; other States fix a property limit as  low a s  $1,000, or 
an income a s  low as $150 annually. 

These and other restrictions in the State laws operate to deny assistance to 
old persons in real need, a s  witnessed by the large numbers on the relief rolls 
in States having old-age-assistance laws. 

PROVISIONS WHICH MUST BEl INCLUDED I N  THB STATE LAW TO COMPLY WITH THE 
STANDARDS PRESCRIBED I N  THE PEEDING BCONOMTO SEXJURITY BIF INTBODUCED 
I N  BOdH HOUSES OF THB CONBRESS 

1. The State plan for old-age assistance must be State-wide and, if admin- 
istered by subdivisions of the State, must be.mandatory on such subdivisions. 
I t  must also provide for substantial financial participation by the State. 

2. A single State agency must be designated or established either to admin 
ister or to supervise the administration of the plan in the State. This should 
logically be the State welfare department. This department or commission will 
be required to make prescribed regular reports to the Federal authority to 
qualify for Federal subsidies. 

3. Provision must be made that whenever an application for assistance is 
denied the applicant has the right of appeal to the State agency. 

4. The State plan must not disqualify an aged person who satisfies all of 
the following conditions : 

( a )  I s  a citizen of the United States. 
( b )  Has resided in the State for 5 years or more within the last 10 years 

preceding the date of the application for assistance. 
( c )  Is not an inmate of a public or private institution. 
( d )  Does not have sufficient income (together with that of his or her 

spouse) to provide a reasonable subsistence compatible with decency and health. 
(Pending amendments omit this section.) 

( e )  Is  65 years of age or older. Assistance may be limited to persons 70 
years of age or over until January 1, 1940, but following that date assistance 
may not be denied to persons otherwise qualified who are 65 years of age or 
over. 

Nm.-These qualifications may not be increased by the States. For 
example, a State law which requires an applicant to have been a citizen 
of the United States for 10 years is contrary to the Federal bill, which 
specifies a s  one condition for receipt of Federal aid that t l ~ e  State law must 
not deny assistance to citizens of the United States. Similarly, State laws 
requiring residence within the State for a longer period than 5 years a re  
also in conflict with the Federnl bill. The requirement of county residence 
is also contrary to the Federal standards, unless the State makes special 
provision to take care of eligible applicants who cannot satisfy the cou~ity 
residence requirements. 

The State laws, however, may be more liberal than these standards. 
Assistance may be granted to other aged persons besides those meetiug 
these qualifications, and the Federal Government will match on the same 
basis the assistance granted to persons who satisfy these qualifications, but 
it will not match assistance paid to anyone who is less than 65 years of 
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age nor t o  anyone who is an inmate of a public or other charitable insti- 
tution. There is nothing in tlie Federal bill, Iiowever, which bars inmates 
of such institutions from making application tor assistnnce but they cannot 
remain inmates after the assistance is granted. The State law shoultl 
permit inlnates of institutions to make application for assistance. 

States may, if they see fit, grant assistance to  aged persons who have 
resided less than 5 yeam in the State. They may also p o r i d e  assistance 
to aged residents who are not citizens, for instance, tu those n h o  have 
resided in this country for a specified period of years. 

Tlle Federal bill, as  introduced, probided that State plans for old-age 
aqs~starice, ill order to qualify for Federal aid, niust not deny assistance 

aged llersous whose incoine " is inltdequate to provide ;I reasonable 
hubsistence colnpatible wit11 decmcj tint1 health ". This section woultl 
probably ha le  made i t  necessary for States to repeal existing provisiol~r 
111 their old-aye perisioii l a ~ v s  which prohibit the giantillg uf ass i s ta i i~(~  to i l  

person 11avi11g a sper-ifletl amount of property or income. This sectioli i* 
omitted in amendmelits now under consideration. I t  is suggested, uever- 
thelrss, that States n ~ a y  ~visii to liberalize their present old-aqe l a n s  by 
repal ing the ar b ~ t r a r y  property and income limits, and thus make neetl 
the cauntrolling (onsidcratiuii. It the property ant1 income limitations are 
repealed. the State will doubtless wish to include provisions for recovery 
from Il,e estate of recipients of 0111-age pensions. This is  the ~ r a c t i c e  
i l l  a number ot States a t  l~reseiit. Tliis vhange in the eulsting 0111-ace- 
:~isistailc~ei:~ns wjll 1)robably not be required by Federal legislation. but 
may he ui;~cie i t  i l ~ e  State wishes tu liberi~lizr its law. 

.I. Tlie Federal bill 1)iovitles tlmt the State law iiiust require that a t  lcnst 
so  uiuch of thc. sun1 paid a s  t~fsistauce as  represents the share of the Unitetl 
States C+oreriimeiit ill R U C ~nssist;ln~e, shall be a lien an the estate of the 
; ~ g e t I  r e r i p i e ~ ~ t  the net nmount realiced by the enforcement of suchant1 thal 
1ic.n shall be tleenied to ))a ;I pa'l't of the Stnce's allotnlent from the United 
States Government for the year in uhich such lie11 is enforcod. I t  is provided, 
however. that 110 sut h lien f h  111 be enforrcd against RTXY real estate of the 
recipie~lt while ~t IS occ u1)ic.d b \  surviving spouse, if the rec i l~re~~t ' s  tlie latter 
is  not more thau 16 years 3 bunger than the rrcil~it'nt, and tloes not marry agaiu. 

SOTE.-Thc State law should m a k ~  provision that  on the death of a 
person receivinz assistance under the act or of the survivor of a married 
couple, both of whoni were 40 assisted, the total amount paid a s  assistance 
(with or without interest) shall 1)e alloweti and deducted from the estate) 
hy the court having jurisdiction to settle the estate. 

SUOOJTL~TED OF STATE OLDAGE-A~SISTANCE STATEBTVHIOHLANGUAGE A LAWFOR 
HAW NOT ENACTED LAWSOK OF EXIBTINQ Sl'AlW SUOH FOR THE MODIFICATION 

LAWB 


(Taken largely from existing State laws which conform to the proposed 
Federal standards for Federal grants-ill-aid) 

NoTE.-T~~ following sections have bee11 taken practically verbatim 
from existing State old-age-assistance laws, and a r e  believed to confor111 
to the proposed Federal economic security bill as  introduced. Changes i r a  
the PoZlozcring lung~cage mciy be neoessary beccruse of nnlent1,rle)its to the 
Federal bill before enactnzent. If necessary a snpp1ement:ll'y statenlent 
will be issued following enactment, if passed by Congress. A few motti- 
fications have been made in the existing languilge of the State laws cited 
where necessary for coiisistency or to conform to the proposed Federal 
standards. Most uf the following sections are  taken from the New Yoyk 
law, which most nearly conforms to the proposed Federal act. Al~out 
half of the total assistance payments now granted ill this country are  made 
in New York. These sections, if considered by the States, should be modi- 
fied to fit local coriditions, particularly wit11 regard to the local organiza- 
tion which is  set up to  adniinister the act. Jfnr~v of tile sections rrrc not 
reqirrred b~ the proposed Federnl 8ttrtrdtr1'tls but ~rorrld be nppropr ln t rB .  
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SECTION1.Persons eligible to receive old-age as.Fistanoe.-Old-age assistance 
may be given under this act to any person who- 

(1)  Has attained the age of 65 years. 
Nm.-Federal standards require assistance to be granted to needy oltl 

persons of 65 years or over, but permit States to retain 70-year minimum 
until 1940. Theistate may provide assistance to persons under 65 years of 
age, but such assistance will not be matched by the 'ederal Government. 

(2) Has income which, when added to the contributions in money, substance, 
or service from legally responsible relatives or others, is inadequate t o  provide 
a reasonable subsistence compatible with decency and health. 

NOTE.-This language is based upon the " needs " standard now used by 
several States. I t  is suggested a s  preferable to existing provisions in many 
States denying old-age assistance to persons having a specified amount of 
property or income. The cost of living varies widely in different parts of 
the State, and the actual need of the aged person and his circumstances 
should be controlling rather than an arbitrary fixed limitation. If 
an  aged person possesses property or income of small value, i t  should be 
taken into account in the granting of assistance, and the State should recover 
the amount of assistance from the estate upon the death of the persons, 
rather than to deny him assistance. (See appropriate sections below.) 

(3)  Is a citizen of the United States. 
NOTE.-The State may, if i t  wishes, grant assistance to noncitizens~who 

have resided in the State for a specified period (Delaware), and such as-
sistance will be matched by the Federal Government. State laws requiring 
a n  applicant to have been a citizen of the United States for a period of 
years are contrary to the Federal bill. 

(4) Has been a resident of the State of ---------- for a t  least 6 years within 
the 10 years immediately preceding his application for old-age assistance. 

NOTE.-The proposed Federal bill provides a standard of not mare than 
5 years' residence requirement within the previous 10 years i n  the State. 
The State may require less, but not more. State laws requirinl; more 
than 5 years' residence in the State will have to be amended t o  read 
"5 years " (or less). 

(5)  Has resided in and been an  inhabitant of the (county or district) in 
which application is made for a t  least 1 year immediately preceding the date 
of the application, or has a legal settlement in the (county or district) in 
which the application is made. Any person otherwise qualified who has re-
sided in the State for 5 years or more within the 10 gears immediately p r e  
ceding the application, and who has no legal settlement, shall file his applica- 
tion in the (county or district) in which he is residing, and his assistanbe, if 
granted, shall be paid entirely from State funds until he can qualify as  having 
a legal settlement in the said (county or district). For the purpose of this 
act, every person who has resided 1year or more in any (county or district) 
in this State shall thereby acquire a legal settlement in such (county or dis- 
trict),  which he shall retain until he has acquired a legal settlement elsewhere, 
or until he has been absent voluntarily and continuously for 1year therefrom. 

Nom.-The existing strict local residence requirement in old-age-assist- 
ance laws are in confiict with the proposed Federal standards. This section 
is  designed to protect the locality, and a t  the same time t o  conform to 
the Federal standards. 

( 6 )  I s  not a t  the time of receiving assistance an  inmate.of any public or 
~ r i v a t e  institution, except in the case of temporary medical or surgical care in a hospital.

(7)  Has not made a voluntary assignment or transfer of property for the 
DurDose of aualif.vina for such assistance, except as provided in sections 21 
indA22 of this act. -

(8) Is not, because of his physical or mental condition, in  need of continued 
institutional care. (With the exception of subsections (2) and ( 6 ) , this sec-
tion is  taken from New York Consolidated Laws, Cahill's, 1930, ch. 49%, art.  
XIV-A, see. 123.) 
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Sw. 2. Amount of the assistance.-It shall be the duty of the (local old-age- 
assistance agency) to provide a reasonable subsistence compatible with de-
cency and health for those eligible for old-age assistance under the provisions 
of this act. The amount of the old-age assistance to any such person shall, 
subject to rules, regulations, and standards of the State welfare department, 
be determined by the (local old-age-assistame agency) with due regard to the 
conditions existing in each case. (New York Laws, ibzd, partly from sec. 124.) 

Sm. 3. Application.-A person requesting old-age assistance under this act  
shall make his application therefor to the (local old-age-assistance agency) 
of the (county or district) in which the applicant resides or has a legal settle- 
ment. An inmate of a public or private institution may make an application 
while in such institution, but the assistclnce, if granted, shall not be paid 
until after he ceases to be such an inmate. The application shall be made in 
writing or reduced to writing, upon standard forms, prescribed by the State 
welfare department. (New York Laws, ibid, see. 124-a.) 

Sm. 4. Btate adminiatration.-The State welfare department shall supervise 
the administration of old-age assistance under this act by the (local old-age- 
assistance agencies). The State welfare department shall prescribe the farm 
of and print and supply to the (local old-age assistance agencies) blanks of 
applications, reports, af3davits and such other forms as  i t  may deem advisable. 
The State welfare department is hereby authorized to and shall make rules and 
regulations necessary for the carrying out of the pro~isions of this act to  the 
end that old-age assistance may be administered uniformly throughout the 
State, having regard for the varying costs of living in different parts of the State 
and that the spirit and purpose of this act may be complied with. A11 rules 
and regulations made by the State welfnre department under this act shall be 
binding upon the (local old-age-assistance agencies) and the (counties or dis- 
tricts). (New York Laws, ibid., sec. 124-1.) 

Sm. 5. Lucal a&minhtration.-
Nm.-This section will have to be prepared t o  flt the requirements of the 

individual State. I t  is recommended that  old-age assistance be admin-
istered by a unified local welfare department, charged with all local welfare 
and relief activities. This is the existing practice in several States which 
have the most satisfactory welfare administration. The use of special local 
boards for granting old-age assistance has the disadvantage of creating 
smother local agency charged with welfare functions, whereas the trend is 
toward unification and integration of nll welfare functions. The use of 
separ- agencies increases the administrative costs and prevents unifled 
m n n i n g  and responsibility. An investigation by a qualifled paid investi- 
gator of each application before allowance, and periodically thereafter, is 
highly advisable, and will probably be necessary to secure Federal aid. 

The local welfare unit should be used for administration of old-age 
assistance, but the use of units smaller than the county is inadvisable. 
Many States have under consideration new public welfare codes which 
would revise their old poor laws and set up a unifled welfare administra- 
tion. Most of the proposed laws permit the use of welfare districts con- 
sisting of two or more counties, designed particularly for counties with 
small populations. This should be permitted in the old-age assistance act. 

Sm. 6. L o a l  appr@tion.-The legislative body of the (county or district) 
shall annually appropriate and make available to the order of the (local old- 
age-assistance agency) such a sum a s  may be needed for old-age assistance, and 
include such sum in the taxes to be levied in the territory responsible for such 
old-age assistance. Should the sum so appropriated, however, be expended or 
exhausted, during the year and for the purpose for  which it was appropriated, 
additional sums shall be appropriated by such legislative body a s  occasion 
demands to carry out the provisions of this act. (New York Laws, Cbdd., part
of see. I*.) 

Nora.-It is recommended that the State (with Federal aid) pay the 
entire cost of administration. This will make it possible for  the State to 
exercise more effective control over standards of personnel and local admin-
istration, The State may, if it wishes, however, require the local unit to 
bear a part of the administrative expensee. 

mailto:appr@tion.-The
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SEC. 7. Reimbursement bu the State.-The (local old-age-assistance agency) 
shall keep such records and accounts in relation to old-age assistance as  the 
State welfare department shall prescribe. The State shall reimburse each 
(county and district) to the extent of ---------- of the amount expended ion 
assistance for each aged person which has been granted under the provisionw 
of this act and in accordance with tlie rules of the State welfare department. 

NO~~.--since the Federal aid to the States for old-age assistance will- 
probably be about one-half ,pf the amount required, :nd one of the WQ 
posed Federal standards is substantial participation by the States, it is-
suggested that the State law might provide for the reimbursement of the 
local units by, say, three-fourths of the total amount. This would requwe 
the State to bear only about one-fourth of the total cost. Some States will' 
wish to pay a larger share, or even the entire amount matching Fedanal2 
aid. This in entirely appropriate. The method of payment contained l W  
this section is not required in the Federal bill. Any appropriate method 
would conform to the Federal standards. If the State pays the entire 
amount, this section and the two following would not be applicable. 

SEC. 8. CZai??ls for reimbursenzent.-Claims for State reimbursement under 
this act shall be presented by the respective (local old-age-assistance agenc~es) 
to the State welfare department a t  such times and in such manner as  the  
department may prescribe. For the purposes of the annual departmental esti- 
mates (for the executive budget), the probable amount n e ~ d e d  for expenditure 
by the State under this act shall be regarded a s  financial needs of the S ta te  
welfare department. (New York Laws, ibid., see. 124-3.) 

SEC.9. Approval of claims.-The approval of such claims shall be made by 
the State welfare department to the extent of -of the payments made in 
accordance with the provisions of this act and the rules of the State welfare 
department. The State welfare department shall certify to the (comptroller) 
the amounts so approved by it, specifying the amount to  which each (county 
or  district) is entitled. The amounts so certified shall be paid from tlie S ta te  
treasury upon the audit and warrant of the (comptroller) to the flscal of82e-s 
of the (counties or districts) entitled thereto from moneys available therefor 
hy appropriation. (New York Laws, ibid.. sec. 124-f.) 

Ssc. 10. Investigation of applicant.-Whenever a (local old-age-assistance 
agency) receives an application for an old-age-assistance grant, an investiga-
tion and record shall be promptly made of the circumstances of the applicant. 
The object of such investigation shall be to  ascertain the facts supporting t h e  
application made under this act  and such other information as  may be re  
@red by the rules of the State welfare department. The (local old-age-ass;st- 
atwe agency) and the State welfare department shall have the powev to issue 
subpenas for witnesses and compel their attendance and the production of 
papers and writings, and officers and employees designated by the (local old- 
age-assistance agency) or the State welfare department may administer oatha 
anti examine witnesses under oath. (New York Laws, ibid., partly from sec. 
124-g.)

Bm. 11. Granting of assistame.-Upon the completion of such investigation. 
the (local old-ageassistance agency) shall decide whether the  applicant 1s 
eligihle for  and should receive an old-age-asststance grant under thls act, the 
amount of the assistance, and the date on which the assistance shall begin. I t  
shall make an award which shall be binding upon the (county or district) andr 
be complied with by such (county or district) until modified or vacated. It 
shall notify the applicant of his decision in writing. I f  an application is denied 
or the grant is deemed inadequate hy the applicant, he may appeal to  the State  
welfare department. The State welfare department shall upon receipt of sucBs 
an appeal review the case. The State welfare department may also, upon it% 
own motion, review any decision made by the (local old-age-assistance agency). 
The State welfare department may make such additional investigation a s  i t  may 
deem necessary, and shall make such decision as  to  the granting of assistance 
:tnrl the amount and nature of assistance to be granted the applicant as  in i t s  
opinion is justified and in conformity with the provisions of this act. All de- 
ca:sionu of the State welfare department shall be binding upon the (county or' 
district) involved and shall be complied with by the (local old-ageasslstance. 
agency.) (New York Laws, ibid., sec. 124-h.) 
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SEO. 12. Recipient shall not receive other public assistance.-No person re-
ceiving a n  old-age-assistance grant under this act shall a t  the same time receive 
any other relief from the State, or from any political subdivision thereof, ex- 
cept for medical and surgical assistance. (Michigan Public Acts of 1933, Act 
No. 237, sec. 25, and other State laws.) 

SEO. 13. Assistmce may be paid to gzrardian.-If the person receiving old- 
age assistance is, on the testimony of reputable witnesses, found incapable of 
taking care of himself or his money, the State welfare department may direct 
the payment of the iilstallments of the old-age assistance to  any responsible 
person for his benefit. (Michigan Public Act, ibid., sec. 26, and other State 
laws.) 

SEC. 14. Funeral expenses of pensionad person.-On the death of the recip 
ient of old-age assistance, reasonable funeral expenses not exceeding $100 
may, subject to rules and regulations of the State welfare department, be paid 
by the (local old-age-assistance agency) if the estate of the deceased is insuf-
ficient to pay the same and the persons legally responsible for the support of 
the deceased are  unable to pay the same. (Maine Laws, ibid., sec. 14, and 
other State laws.) 

Nom.-It is not certain that  Federal aid can be used for this purpose. 
SEO. 15. Rubsequent increase of income.-If, a t  any time during the con-

tinuance of old-age assistance the recipient thereof or the husband or wife 
of the recipient, becomes possessed of any property o r  income in excess of the 
amount enjoyed a t  the time of the granting of the asisstance, i t  shall be the 
duty of the recigient immediately to notify the (local old-age-assistance agency) 
of the receipt and possession of such property or income, and the (local old- 
age-assistance agency) may, on inquiry, either cancel the assistance or v a n  
the amount thereof in accordance with circumstances, and any excess assist- 
ance theretofore paid shall be returned to the State  and the (county or 
district) in proportion to the amount of the  assistance paid by each respec- 
tively, and be recoverable a s  a debt due the State and the (county or  dis-
trict).  (California Acts, ibid., sec. 10, and other State laws.) 

SEO.16. Revocatiom of aid.-If a t  any time the State welfare department has  
reason t o  believe, by reason of a complaint or otherwise, tha t  an old-age-
assistance allowance has been improperly granted, it shall cause an investiga- 
tion t o  be made. I f  it appears a s  a result of any such investigation tha t  the  
assistance was improperly granted, the State welfare department shall immedi- 
ntely notify the local old-ageassistance agency tha t  i t  will not] approve any 
payment made thereafter. (New York Laws, ibid., par t  of sec. 12.44.) 

SEO. 17. Periodic review of assistame gramt8.-All assistance grantsi under 
this act shall be reconsidered from time to time, or as  frequently a s  may be 
required by the rules of the State  welfare department. After such further 
investigation a s  the local old-ageassistance agency may deem necessary or 
the State welfare department may require, the amount and manner of giving 
the assistance may be changed or the assistance may be withdrawn if such 
agency finds that  the recipient's circumstances have changed sufficiently to 
warrant such action. I t  shall be within the power of the local old-age-assist- 
ance agency a t  any time to cancel and revoke assistance for cause, and i t  may 
for  cause suspend payments for  assistance for  such periods a s  it may deem 
proper, subject to review by the State welfare department, a s  provided in 
section 11. (New York Laws, ibid., see. 124-j.) 

SEO. 18. Chamge of residerwe of pereon rewiving oZ&age aesi8twoe.-Any 
person qua lsed  for and receiving assistance hereunder in any  county ol' 
district in thi8 State, who removes t o  another county or district in  the State, 

'sli~11be entitled to  receive assistance under the provisions of this act  after a 
1-year residence in  the county or  district to  which such person has  removed, 
provided a n  agreement in writing has been entered into by and between the 
two counties or districts concerned approving such transfer o r  removal, and 
thereupon the county or district of first residence of such person shall 
continue his assistance for 1year and until the aforesaid residence h a s  been 
established by him in the second county or district. (Statutes of California, 
1831, ch. 608, see. IS%.)

SEO. 19. Reports.-Each local old-ageassistance agency shall make such 
reports and in such detail a s  the State welfare department may from time t a  
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time require, and shall transmit to the State welfare department upon its 
request copies of the application and any or all other records pertaining to any 
case. The State welfare department is hereby authorized and directed tq 
make such reports and in such detail as  may be required of it  to  the Federal 
Government. Within 90 days after the close of each calendar year, the State 
welfare department shall make a report t o  the Governor for the preceding year, 
which shall include a full account of the administration of this act, the 
expenditure of all funds under this act, adequate and complete statistics con- 
cerning old-age aesistance witbin the State, and such other information as the 
State welfare department may deem advisable. 

SEO. 20. Assignability of ussistu~e.-All assistance given under this act 
shall be inalienable by any assignment or transfer and shall be exempt from 
levy or execution under the laws of this State. (New Pork Laws, ibid., sec. 
124-m, and other State laws.) 

SEO. 21. Claims aga/inst the estate of assisted person.-The total amount paid 
in assistance to the recipient of old-age assistance under this act shall be a lien 
upon the estate of such recipient. On the death of a person receiving assistance 
under this act, or of the survivor of a married couple, both of whom were as-
sisted, the total amount paid a s  assistance shall he allowed and deducted from 
the estate by the court having jurisdicti~n to settle the estate, and paid to the 
State and the county (or district) In proportion to the amount of the assist- 
ance paid by each. The local old-age-assistance agency shall, under rules of 
the State welfare department, require a s  a condition to granting assistance in 
any case, that  the applicant submit a properly acknowledged agreement to 
reimburse the State and the county (or district) for all assistance granted. 
In such agreement said applicant shall assign a s  collateral security for sald 
assistance, such part of his personal property as the local old-age-assistance 
agency shall demand. At any time the local old-age-assistance agency may 
execute and file with the appropriate local office in charge of public records a 
certificate, in form to be prescribed by the State welfare department, showing 
the amount of assistance paid to said person, and when so filed each said cer- 
tificate shall be a legal claim against both the said person and his estate and 
shall have the same force and effect as a judgment a t  law. The appropriate 
local officer in charge of public records shall keep a suitable record of such 
certificates without charging any fee therefor, and enter therein an acknowl-
edgement of satisfaction upon receipt of notice thereof from the local old-age- 
assistance agency. All funds recovered under these provisions shall be allo- 
cated to the county or district and to the State in the same proportion a s  the 
assistance paid by each. No levy or lien shall be enforced against any real 
estate of the recipient while it  is occupied by the recipient's surviving spouse 
if the latter is not more than 15 years younger than the recipient and does not 
marry again. 

SEC.22. Assigm~ent of pl'operty by reoipient.-If the (local old-age-assistance 
agency) shall deem it necessary, it may with the consent of the State welfare 
department, require as a condition to the grant or continuance of assistance 
in any case, that  all or any part of the property of a person applying for aid 
be transferred to said (local old-age-assistance agency). Such property shall 
be managed under rules and regulations of the State welfare department by 
said (local old-age-assistance agency), which shall pay the net income thereof 
to such person ; said (local old-agc assistance agency) shall have power to sell, 
lease, or transfer such property or defend or prosecute all suits concerning it 
and pay all just claims against i t  and to do all things necessary for the pro-
tection, preservation, anti management thereof. If the assistance to such 
person is discontinued doring his lifetime, the property thus transferred to 
the (local old-age-assistance agency) shall be returned to him subject to a lien 
on such property for any sunls paid to him as assistance under this act, or 
the remainder of such property after deducting therefrom the sums paid to 
him as assistauce under this act shall be returned to him. In the event of 
his death, the remainder of such property, after deducting therefrom the sums 
paid him as assistance under this act, shall be consitlered as the property of 
the beneficiary for proper administrative proceedings. The (local old-age- 
assistance agency) shall execute and deliver all necessary instruments to give 
effeet to this section. The (proper local public attorney) a t  the request of 
the (local old-age-assistance agency) shall take the necessary proceedings and 
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represent the (local old-age-assistance agency) in  respect to any matters arising 
Jrnder sections 21, 22, and 23 of this act. 

NOTE.-Since i t  is recommended that  the State laws should not coiltain 
property limits, these provisions for recovery in cases where there is 
property a re  very important. Substantial amounts are  recovered in States 
following this procedure. The provisions for recovery will cause many 
applicants with substantial property to withdraw their applications, and 
since the assistance is  recoverable, will avoid criticism of the assistance 
t o  persons with small amounts of property. The Federal bill requires 
that  so much of the assistance as  represents the Federal aid shall be made 
a lien upon the estate of the recipient. The State may, if i t  wishes to 
do so, charge Interest upon the amounts advanced a s  assistance, but this is 
not recommended. 

Sm. 23. Recouery of assistance paurnent8.-If a t  any time during the con-
tinuance of old-age-assistance allowance the (local old-age-assistance agency) 
has reason to believe that  a spouse, son, or daughter liable for the support of 
t h e  recipient of assistance is reasonably able to assist him, i t  shall, after 
notifying such person of the amount of the assistance granted, be empowered to 
bring suit against such spouse, son, o r  daughter to recover the amount of the 
assistance provided under this act subsequent to  such notice, or such part thereof 
a s  such spouse, son, or daughter was reasonably able to have paid. 

Nm.-Interest may also be charged if desired. 
SEO.24. Expenses of aot.-All necessary expenses incurred by a (county or 

district) in carrying out the provisions of this act shall be paid by such {county 
or district) in the same manner as  other expenses of such (county or district) 
a r e  paid, subject to reimbursement by the State from appropriations made by 
the legislature for this purpose. (New Pork Laws, ibid., sec. 124-n.) 

Sac. 25. Fraicd~~lentaots.-Any person who by means of a willfully false 
statement or representation, or by in~personation, or other fraudulent device, 
obtains, or attempts to  obtain, or aids or abets any person t o  obtain- 

(1)  Assistance t g  which he is not entitled; 
(2)  Greater assistance than that  to which he is justly entitled ; 
(3) Payment of any forfeited installment grant ;  
(4)  Or aids or abets in  buying or in any way disposing of the property of 

the recipient of assistance without the consent of the (local old-age-assistance 
agency) shall be guilty of a misdemeanor. (Minnesota Acts of 1929,sec. 16, 
and other State laws.) 

SF&. 26. Limitations of act.-All assistance granted under this act shall be 
deemed to be granted and to be held subject t o  the provisions of any amending 
or  repealing act that may hereafter be passed, and no recipient shall have any 
claim for compensation, or otherwise, by reason of his assistance being affected 
in any way hy such amending or repealing act. (Maine Laws, ibid., sec. 22, and 
other State laws.) 

SEO.27. Raving clause.-A person 65 years of age or  more not receiving old- 
age assistnnce under this act is not by reason of his age debarred from receiving 
other public relief and care. (New York Laws, ibid., sec. 12Pp.)  

Sno. 28. Effective date.-

The CHAIRMAN. The first witness this morning will be Charles H. 
Houston, of Washington, D. C., representing the National Associa- 
tion for the Advancement of Colored People. 

STATEMENT OF CHARLES H. HOUSTON, REPRESmTING THE NA- 
TIONAL ASSOCIATION FOR THE ADVANCEMENT OF COLORED 
PEOPLE 

Mr. HOUSTON. Mr. Chairman, the National ~ssociation for the Ad- 
vancement of Colored People regrets that i t  cannot support the Wag- 
ner economic security bill (S. 1130). It approached the bill with 
every inclination, if for no other reason than the fact that Senator 
Wagner introduced it, to support it, but the more it studied the bill 




