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Preface 

In discussions with unemployment insurance administrators 
. . 

and technicians over the years, I have been nleased to dfscover 

that many individuals have novel ideas and observations about 

·· the program. Unfortunately, mar,y lack a forum for exPressJng 

and promoting ideas which could benefit others 1n· the field. 

This Survey of Unemployment Insurance Hnancino Issues orovi des 

such a forum. It was undertaken to focus attention unon the 

complexities of the unemployment insurance taxation prohl em. 

Names and addresses .of al1 survey participants are included 

in this report to provide avenues for continu'ino information 

exchange on these and other issues. 

This survey summari.zes views and theoretical speculations 

of individuals. It is not intended to represent official policy 

positions 6f any state or fedefal aoency. · 

Oonalrt L. ni efenbach 
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. . .. 

lllfnNludkt1 

The: problem of fin;i~~fnq unemplO.YJm!nt bene.fits:. is on' .. ·• . 
.• ' which will .. no do~~t occupy .. space ·onth.e aqehda ofman_y stale.· .. · ... 

(_ 

legisla.tures dur1ri'g the next.few _years. As of ~arch 1977,: 

twenty-four sta.tes aod .1ur1sd1ctions had 'borrowed ftirjds 1n 

. ord~rto tontfoue ~ay1ntj beneflts .. Thi~ Surve,Y of Unemplox~ 

.. ~nt insurance Financinq Issues should be of h~lP in clarJfvinq .·.·• 

., many of the -major t'axat1on~-polfoy 1ssdes confront1nQ legh\ators;: 

.• and. program admi~fstrators today .. 

. ·.. ' . . .· . ' 

· Chapter I,. The Benefit Financing Pro bl E!m, fs an excerpt ·· 

. fl"Ofll the 1976-77 Arthur ,J. Altme_yer Fellowship report which is· 

.· schedul~d for distribution at th~ end of this calendar y~ar. 

This chapter descrf bes the financin,q di 1 emma, 'includes a brief 

. historica.l ~evtew._of the proble~ and outlines the framework._for •.. 

analysis ~hfrh will be utilized in. the final report ... ·· • 
. . ... . '' . '. .•" .· .- . . . . - .. 

Chapter Il, Taxation Pol icy Issues, ~re·sents a c~nc1s~• 

.. outl in~ df m~jor financinq issu~s· .which wil 1 be addressed irf 

the-final fellowship ~eporL: 



Chapters III and IV oresent results of a brainstormino 

type of exercise. Chaoter III, Survey list, consists o·f a list 

'of thirty-three problems, idgas and issues in the benefit financinq 

·field which was distributed to unemoloyment insurance administrators 

in the fifty states. Each administrator was asked to clrtulate the 

list amonq individuals with resoonsibilities in tinemnlovment 

insurance financing and to solicit ideas to be added to the list. 

Chapter IV, Survey Resoonses, includes all survey resoonses 

received throughOecember 1976. 

The Appendix of the report includes statistical.summaries 

which illustrate. historical dimensions of the proqram and variations 

in state proqrams as they exist today. 

In summary, the accent of the report is upon information 

exchaliqe. .l.\nother important nurnose of the reoort is to oresent 

a concise outline of major unemolo.vment insurance taxation oolicv -

issues. A third objective is the presentation of a simolfstic 

·- definition of the benefit financinq problem. The benefit financinq . 

. ,. 

. problem is defined as a three-fold dilemma of Sf'ILVl:NCV, FIJI'/!) NlEnUI\CV ,. 

and TAX STRUCTURE ADEOUACY. 

10 



• 

Looking to the future, it is strongly advised that in 

evaluating ontions and formulatinq leoislative strategies, 

individual states aporoach these tasks in a comprehensive 

manner, considering more than just the short run solvency 

problem. Other fundamental taxation issues of fund adequacy 

and tax structure adequacy are crucial to restorino fiscal 

integrity to this controversial social insurance nrogram . 

11 
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The B11efit financing Problem * 

THE AMERICAN SYSTEM OF TAXATION 

Forty-five of the one. hundred and sixty nations 

of the world operate unemployment comoensation oroQrams. 1 

These social insurance proqrams have emerged from the 

industrialization process. As more people move from 

agrarian social systems to industrial work environments, 

economic risks and hardships become more severe. The 

typical pattern of development is as follows: 

(1) programs payinq very low benefits are 
introduced during the intennediate 
stages of industrialization, 

(2) as national weal th and standards of 1 ivino 
improve, benefits are liberalized, and 

(3) the revenue base which suoports the 
program is expanded commensurately with 
benefit liberalizations. 

The American experience with unemployment insurance 

has been atypical. During the first forty years of the 11.S. 

program, 1936-1975, benefits have expanded while the revenue 

base has shrunk from its original level -- 3.0 percent of 

total wages. Initially the system was structured 

* This chapter is an excerpt from the 1976-77 
Arthur J. Altmeyer Fellowship report. 

15 



. . . . ,. ··: . . . : , ·.: -: 

around the basic assumption tha,tlong term cbsts-would approximate 

· 3 .0 perce.nt Of'. total waqes ·Ironical lY, we find the s-ystem in . • 

. ·•~ fi~~nctal quagmire today even though. hj storic costs have been> 

less -tha~ one half of the originally proJect~{3 .Q percent•c~~t 

·· level. 

The American system ~f unemployment ,;;insu~ari~e i~ unique . 

. iii another reqard. Most countries of the· world <finaric:e thei.r •· ·.· .. 

programs. through s~me combiMtion .of worker oay~~H -·tixes, 

. · .• em,pl.oyer payrofl t~xes. ~nd g~neral r~venues .. -'.Only three- c:oun1:ries 

• BraiJl, ltaly and thE! United Statesi-- rely exclusiv~lv or primaril.v_ 
·-· . . 

. 1.1pon ernplo,yer payroli · taxes to finance th~ pro~ram. 2 In addition ·· 

to these an~mal ies, the United St.ate~ is the only tountry _which .-

. · varies the emp1o_ye~ payroll tax as 'an 'induCement for ,E!mploverir 

- to adopt:> employment stabilization poli~ie~.-- This systE!mnf 

"experie~ce r~ting'' is different ;n· each of•{he fifty states. 
. . . . 

As a result, the Amer-ican system: for financinq unemplo:vment ,benefits .. 
. ·. . .. _.. . . 

Js very elaborat~. The basic concept, however, ~an' be briefly .: .. ·.·· 
, ··. . .·· •' 

.. summarized as ·follows: -

. . 

DUAL TAXATION- The federal-state unemplo:Yment insurance.·· 

proqram, is finan·c~d .through ,a dual tax~·tion · ·.· .• 
: .· ., . ,' .· . 

. • s_ystem; empJo.Yers co~vered bY the pr-oqram, . 

16 
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FEDERAL.TAX 

STATE TAX 

pay two separate unemployment taxes-,.. 

one to the federal government and one to 

a state qovernment. 

A federal payroll tax of 0.7 nercent is 

levied on the first $4200 of annual waqes 

paid to each·covered worker. Federal tax 

receipts are earmarked for administration, 

for financinq extended benefits and for 

· accumulating a special reserve from which 

states may borrow if their taxation 

systems prove inadequate.3 

A state payroll tax ranqinq from (l.0 to 6.6 

percent is levied on the first $4200 to 

$10,000 of annual wages paid to each covered 

worker. Tax rates and waqe bases vary by 

state. (See appendix for details.) State 

tax receints are earmarked exclusively for 

the payment of unemployment benefits.4 

Many broad trends have converged to. create an unemployment 

insurance benefit financing problem in this country: the r~venue 

.base has declined, benefits have increased, unemoloyment rates have 

17 



held at relatively high levels. As a result, many _states have 

run out of funds to pay benefits; . A thorough e>eamination of 

the American system for financing unemployment benefits is overdue . 

. . · .. * . . . . . ·. . . . .. 
This report will review the benefit financing problem, 

identify major taxation issues, enumerate policy options and 

offer specific recommendations approoriate to the times and to 
'. . . . ·-. . . . . . 

American traditions in financing this social insurance proqram~ 

. . 
STATEMENT OF THE PROBLEM 

Jn order to establish a qeneral ana.lytical framewori<> to 
. . 

be used throughout the report, the benefit finan~tngoroblem Js 
, : ·' . . . , ·.· . . 

defined as a threefold di 1 ernma of SOLVENCY, FUND AOEOIJACY and. 

JAX STRUCTURE ADEQUACY~ In brief, the ·pdortty financing task· 

of many of the states is to get out of debt. Once attaininq 

solvency, the state \1Jf11 be faced 1t-tft_h the problem of buil dino an 

· adequate fund reserve to aid in combating future economic _recession. 
. , . 

In addition to attaining arf adequate fund' the taxation system 

should be soundly structured so _that it is able to meet reasonably 

expected future benefit obligations. 

· * Refers to final report to be issued afthe end of 1977. · 
This by-.oroduct report, Survey of Unemrilovment Insurance 
Financing Issues, includes only a review of the benefit 
financing pro bl em· and a J istino of major taxation.issues. 

18 



.. 
SOLVENCY.~. · The federal':'.state unemployment insurance 

system is beset. with ffoancial problems .. Twenty-four states 

have completely exhausted fund reserves and have been fo~ced 

to borrow large sums of money in order to continue ~ayiriq 
' ' ' 

benefits to the unemployed .. The 11st. of indebted states 
' , 

includes.Connecticut, Washington, Vermont, New Jersey, Rhode 

Island, Massachusetts, Michigan, Puerto Rico, Minnesota,· Maine, . . . . . , I . . . 

Pennsylvania, Delaware, The District of Columbia, Alabama, 

Illinois, Arkansas, Hawaii, Nevad~, Oregon, Maryland, Montana, 

New York, Florida5 and Ohio~ 

·. Cumulative state loans exceed $4 billion.6 In .addition 

. to these state debts, covered employers throughout the .country 

collectively share ane>ther huge debt. More than $8 billion was 

borrowed from the u.s: Treasury in order to continue ,payinq .• 
' ' 

extended duration benefits during the past recession.7 

FUND ADEQUACY... Fund adequacy standards vary widely 

among the states. In 1958, the Benefit Financing Committee of · 

the Interstate Conference of Employment Security Agencies 

rec:orrmended a fund· adequacy guideline which has been widely used · 

.· as an evaluation measure over the past twenty years. ,· Thi; • 
' ' 



non-compulsory fund adequacy quideline specifies that states · 

.should have between one-and-a-half and three years of recessionary 

. level benefits stored in the fund. In 1958 j 44 states had adequat~ 

reserves when measured by this guideline. Prior to the 1971. · 

recession,. 32 ha'd adequa.te reserves. Today, after five years of· 

un.usuaUy htgh unemployment, only t states meet this reserve 

criterion. 

TAX. STRUCTURE ADEQUACY~. • Tax structure adequac_y refers·. 

to the revenue producing ability of the unemployment insurance 
.. · ..... · . . .··. I .·. . . ..• .· . .. • . ·.. . . . . .. ·· . . . . .. 

tax system to meet reasonably expected future benefit obligations~ 

Thts financing objective, the most crucial of the .three, is often 

overlooked because it ts the most difficult to quantify and 
. . . 

evaluate. For instance, both the "solvency" and ''fund adequacy''. 

objectives can be evaluated>in tenns of widely recoqnized 

·. stati stkal criteria. At any given tfme•, states may be grou~ed 
. . . . 

a.s befog solvent or insolvent.· In addition; states may be ranked 

according to degree of fund adequacy. HoweVer, there is no popular 

statistical meas.ure for evaluating the relative health of a state's· 
: . . . . . .. ·.·. .. .. . . ·. . ·* 
overall tax .structure. This report attempts to fill that void bY 

' . ·. .. . . - . 
. . 

.· introducing a method for measurinq and ranking ''tax. structure adequacy". 

* Refers to final rep1u·t to be i~sued at the end of 1977. 

20 



.. 

* among the states. In addition, the report includes a discussion 

of "key elements of tax structure adequacy" which may- he useful 

in guiding rtates in evaluating and improvinq individual state 

systems. 

** HISTORICAL PERSPECTIVE 

The following historical summary describes the early 

development of the program, how the benefit financing problem 

came to be and how it relates to the broader oublic coricern of 

unemployment compensation refonn. 

Unemployment insurance concepts and oractices were 

introduced and developed in Europe prior to American experi-

mentations.8 Generally, voluntary efforts paved ohilosophical 

and technical avenues to compulsory programs. The first 

institutional agent in the evolution of unemployment insurance 

was the trade union. Sporadic efforts throuqhout the nineteenth 

century were along craft lines. Initial governmental efforts 

also encouraged voluntary methods. In the last decade of the 

nineteenth century Switzerland, Gennany, Franceand Belqium 

* Refers to final report to be issued at the end of 1977. 

** See Haber and Murray (1966), Unemployment Insurance 
in The American Ecoriomy, for a comprehensive discussion of 
the history of the program. 
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. . . : 

introduced voluntary, municipal plans and subsidies. to private 

funds.9 These efforts were followed by voluntary emoloverplans 

and em·ployer-:union agreements. The 1 imitations of voluntary 

methods become more pranounced as diverse experiments continuer! 

Higt, failure r.ates, adverse risks and .limited coveraqe were 

interrelated problems wtiich gave impetus to combulsorv approaches. 
- . . ; . 

The first.broad compulsory program was established in Great Britain 

in 191 l. 

The first U.S. 1 egisTative effort was in 'the .state o.f .· 

·Massachusetts tn 1916. Federal interest surfaced in the same year. 

The United. States Corm,ission on Industrial Relati.ons recommemded 

study of unemployment insurance plans in its annual report. In 

February 1916, H. R. 159 was introduced which proposed a ~ational 

unemployment insurance commission.lo The commission was not 
- .·. ', ' . .. . 

established butdebate was seriously begun. Even so, no leqis-

1 at ion Was passed until 1932 despite endorsements by more than a 
dozen blue ribbon commissions and .legislative efforts spanninq a 

de.cade and a half .11 In 1933, 68 bills were introduced in 25 states . .12 

None passed. This record, against the backdrop of the deeoeninq 
.. 

recessiOn, became a mandate for federal action. It took the 

22 



... -· 

· tr~.gedy of the Great Depression to mobilize enouqh resources 

to implement the American Social Security system.13 

Unemployment rates of the early l930's exceeded 20% and 

affected all occupational groups. Social and economic forces 

were complex and pervasive. It was finally recoonized that 

unemployment and 1 aziness were not synonyms afterall.1 4 

The newly constructed federal-state system qave 

ultimate purse string power to the federal qovernment but 
. . . 

at the same time reserved many discretionary powers and 

responsibilities for the states. Amonq these responsibilities 

was the obligation for the states to provide actuarially solvent 

systems of benefits and taxation. The commitment to solvency 

was underscored bythe conservative restraint which was 

exercised during the first three years of the proqram. Even 

though the unemployment rate approximated 17% in 1936, 14% in.1937, 

and 19% in 1938, very few benefits were disbursed durinq this 
C, 

phase-in period.15. In· contrast, taxes were 1 evi ed durino this 

entire three year period to establish reserve funds upon whiCh 

actuarially solvent state systems of unemployment compensation 

could be structured. 

23 



Throughout the 1940' s, wa~, new technology and . . . ' ', '. ' . . 
. . ' 

reconstruction generated unprecedented Job oooortunities 

and demands for laborr. Unemployment rates were low .. 
Unemployment taxes were reduced. Unemployment increased. 

dur;ng the 1950 's .. Two major r-ece.ssJons .. -- 1954 :and 1958 

were to. give the unemployment compensation svstem its first 

stern test. More benefits were paid out from J954 through 
. ' ' 

1958 than in the first fifteen years of the program. Eve.n 

so, most states were ab 1 e to meet benefit commitments without 

borrowing. · Three states -.., Alaska, Michigan and Pennsylvania 

receivedemergency advances. 

During and immediately followinq the 1958 

there was a fOcus upon fund adequacy guidelines and Jhe heed . 

for tax legislation to assure accu1TJulation and. maintenan.ce of 

adequate unemployment insurance funds. The >dialogue did not, 

however, result in substantive state. actions to reinforce 

deteriorating revenue syst,ems. ·. Rather, a ma,iority of states 
. . -

. took comfort in the fact that the fail ~safe 1 oan system actuall v 
. . 

did work and opted to hold the Thie on tax legislation. As a· 

re.sul t, many state reserve positions continued to ·deterforate 

24 



. even with the extraordinarny low unemo.loyment rate's which. 

accompanied the VietNam War effort. In 1969 the U.S. unemolov-

ment rate was a mere 3.5%. The economy was booming. A recession 

was just around the corner. 

The Great Recession of the 1970 1 s jolted the 

unemployment insurance system like a great earthquake 

testing the foundations of the institution; revealinq its 

faults. Perennial criticism of the system took on a new 

poignancy. A respected body of literature has emerqerl 

detailing search for work behavior and theories of work 

disincentives inherent within the system. Imoortant questions 

loom: 

To what extent does unemployment 
compensation cause unemployment? 

What are the benefits of the system?. 

What are the costs? 

How can the system of benefits be 
restructured to better serve both 
unemployed individuals and the 
1 arger soc.i ety? 

These crucial questions are part of a heated debate, 

25 



· the outcome of which will hopefully result in serious program ·.· 

improvements. Central to the benefit pol icy debate ~re the 

issues of (1) abuse of the system and {2) the future role. of 
. . . . 

extertd~d ~uratiori>benefits. This benefit policy debate carries 

· implJcations fo.r the subject of this. repprt -- the taxation 

policy debat~. 

Should benefits continue for durations 
in· excess of 39 weeks.? If so, who 

.should pay for· them? 

Should eligibi1ity and disqualification 
. standards be made more stringent? .. · .. · 
If so,. how might they affect tax rates? 

How would a· national benefit standard 
.affect costs and tax rates among the 
various states?· 

Will soundings for benefit revfew and 
reform be used as reasons· in themselves 
fpr continued deJay of 5'.t~te tax leqi s- .. 
. lation? Wi]l qenuine benefit reform ·. .· .. 
enhan.ce the prospect of genuine tax reform? · 

Whatever. course evolves, whether infoor adjustments to the 

ongoing benefit and ta.)(a.tion systems or fundamental>structural 

. change, two conclusions are inescapable: the time is ripe for 

unemploymentcompensation reform; the need·is pressing, 



THE FRAMEWORK FOR ANALYSIS 

* The plan of this report is to focus upon taxation 

issues. However, it is emphasized at the outset that the 

unemployment insurance taxation system is hot of indenenrlent 

concern. Rather, it is a supporting subsystem within the 

broad framework of the program. The taxation system is 

subsidiary to the benefit system in the sense that the 1 evel 

of taxation is a response to the .demand for benefits. 

In order to accurately evaluate the status of the tax 

structure, basic information regardinq historic benefit nay- · 

men ts and benefit trends is required. In add it ion, a thorouqh 

evaluation of the Benefit Financing Problem requires the 

formulation of a set of reasonable e-conomic and legislative 
* assumptions about the future. Chapter II, ECONO~IC F()RECASTS, 

· LEGISLATIVE DEVELOPMENTS AND RISING UNEMPLOYMENT RENEFITS, · 

win define these parameters. After establ i shinq a broad 

economic and legislative framework, the next three chapters will 

* Refers to final report to be issued at the end of l<H7. 
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u . . • • • 

delve into the specific problems of solvency, 

and tax structure adequacy. • 

* Chapter JlI .. THE FUND SOLVENCY PROBLEM, 

the experience of the borrowing states, .. describes the•· • .. 

provisions for repaying trust ·fund loans and ofr'ers .. 

recommendatfons for improving the 

systems. 

* Chapter IV, FUND ADEQUACY STANDARDS, will 

the prevailing fund adequacy gtJideline, outline alte.rnative 
. . . 

· measures ofadequacy,and identify implicit fund standiirds ··. 
' . ' 

•· adopted b}' each of the ·states. 

* Chapter· V, TOWARD A CONCEPT OF i'TAX STRIJCTURE ADEQIJACY'' ., 
- . ' . . .,,, ·. ,·, . 

describes the current tax system, critizes it and offers 

guidelines for states to utilize iri evaluitinq and redesigninq . 

· individual state systems. 

* * . .. . . 
Finally, Chapters Vr and VII, SOURCES OF REVENUES 

. . 

and. DISTRIBUTlON OF JHE TAX 'BURDEN, focus upon .the, tools of 

the ffnancing. trade ... .., the rnoney; who pays ff, 

· * Refers tcLfinal report to be issued at the end of 1q77, .· 
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1. 

2 . 

3. 

NOTES 

Social Securit,v Programs Throughout The World. U.S. 
Deoartment of Health, Education and Welfare, HEW Publication. 
No.(SAA) 76-11805, 1975. The followinq countries nrovide some 
form of unemployment compensation benefits: Al hania, Arqentina, 
Australia, Austria, Belqium, Brazil, Bulqaria, Canada, Chile, 
Columbia, Cyprus, Denmark, Ecuador, Eoypt, Finland, France, East 
Germany, West Germany, Ghana, '1reece, Hunqarv, Iceland, India, 
lran, Ireland, Isreal, Italy, Japan, Libya, Luxembouro, Malta, 
Netherlands, New Zealand, Norway, Portuqal, South Africa, Snain, 
Sweden, Switzerland~ Tanzania, Turkey, United Kinadom, United 
States, Uruquay and Yugoslavia. Seven of these countries -- .. 
Albania, Arqentina, Columbia, India, Iran~ Tanzania and Turkey~~ 
operate lim~ted proqrams in which benefits are distributed in the 
form of lumo sum severance payments for certain cateoories of iobs .. 

Three states -- Alaska, Alabama and New Jersey -- levy a worker 
. payroll tax to help finance their proqrams. Two countries -- .. 
Hungary and Luxembourq -- use only qovernmental sources of revenues. 

' . ' ·. 
The. federal tax rate is nonna 11 y O. 5%. E ff ecti ve 1 /1 /77 the tax 
was temporarily increased to 0.7% and will remain at this level· 
until the deficit in the Federal Extended llnemolovmentCompensation 
Account is eliminated .... Effective 1/1/78 the federal waoe base . 
will increase to $6000 .... A broad ranqe of administrative ooerations 
are supported by this tax; federal and state administrative orqan-
1zations for directinq and operatinq bothunemployment insurance 
and employment service proqrams are funded throuqh the federal tax .... 
Extended benefits financed through this tax include 50% of the cost of 
weeks 26 through 39 and 100% of the cost of week.s 40 through 65. 



·, .· . ··. . ., -: .. . ' , - ,:' ,· ' 

4J - Under current experience ratinq provisions ln Colorado, Kansas,· 
South Dakota and West Virginia, the most favorably rated. ____ · 
employers_ receive 0.0% tax rates ..• ~Michiqan levi_es the hfqhest 
rate, 6.6% .... Alaska rnaintains the hiqhest taxable waqe base, 
$lO;0OQ •••• All state tax colle.ctions.are earmarked for benefit 
payments(total cost of weeks 1 throuah 2.6 and 5()% of the'cost 
of Weeks 27 through 39). State tax receipts must he deoosited · 
in the Federal Unemployment Trust .Fund. Separ~te accounts are. 
maintafned for each state. Monies are .held and in.vested by 
the UrS .• Treasury. lnterest is credfted quarterly to state . 
accounts in proportion to .5tate holdings~ Funds a·re requis(-
t_ioned by the states as required to cover unemployment benefit 

. clai~s. · · · 

Florida botrowed $TO millton in April 1976 but reoaid_the 
entire _amount shortly thereafter; again borrowed in March 1977. 

- . . . . 

6. These advances from the Federal Unempl o.vment Account and 
· the U.S. Treasury were used to finance the state portion of 

the program•-- the first_ 26 weeks of benefits olus fifty 
.percent of the cost· of weeks 27 throuqh 39. 
. . ~-. - ; . ' ,' ' . . ,· , ' - - . 

These advances. from the u ;S. Treasury were. used to finanpe 
the f,edera l _ portion of the program ;.._ fifty nercent of. the 
cos.t of w~eks 27 throuah 39 plus one hundred per.cent of weeks 40 ·_ through 65. Jhe Federal Suoplemental Renefit Program 
which proyides for extended duration payments beyond J9 weeks -
will expire A/1/77 in the a_bsence of emergency leaislation 1;0 
continue the nroaram. · · · · 

. .. ·- .. ' ·; ' . .· . --
- , , :._·· . 

Unemp 1QY_!llent Insurance Schemes, {Geneva_: International· Labour · 
Office.~ Studies and Reports .. ..., New Seri es, No_. 42, 1955). . · 
The first known unemolo_yment insurance plan was. initiated tn · 
Basle, Switzerland in 1789. · A municioal fund was established 
for lacemakers, but operated for onfy a few years. P. 1 l. 

Ibid., pp. l3-l6. In l90l the town of Ghent, Bel9ium ihtrod11ced. 
a municipal subsidy for orlvate unemplo.vment funds. ._· Pr_ivate • 
funcfswere>given an annual partial reiJJ!bursement with few _str_inas 
attached. · Insuring agents (primarily trade unions) l'han.dlerl all 
aspects of the administration of benefits, tncludinq verification 
of ·the genuineness of unemnloyment.·11 The_ r,hent·System aained 
popularity and was introduced in many other countries, 
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10. William 1-laber and Merril G. Murray, Unemployment Insurance 
in The American Economy. (Homewood: Richard n. Irwin, 1966) •. 
Samuel Gompers, President of the American Federation of Labor 
opposed the commission and announced.his position as opoosinq 
compulsory unemoloyment insurance and favoring voluntary 
unemployment insurance. "This remained his position and the 
offici-al position of the American Federation of labor until 
1932". p. 70. . . 

. . 

11. The Wisconsin Unemployment Compensation Act was approved 
January 29, 1932. 

. . 

12. Haber and Murray~ p. 69. · 

13 .. Two titles of the law pertclined to unemployment insurance. 
Title III provided for federal. grants to the states for. 
administration of state unemployment compensation laws. 
Title IX created a federal excise tax of 1 oercent durinQ 
1936, 2 percent during 1937 and 3 percent during 1938 and 
thereafter, to be levied upon covered emolovers .. As an 
"incentive" for states to establish unemployment~omoensatiort 
programs, 90 percent of the tax could be offset (collected 
directly by th.e states) upon implementation of an unempJovment 
insurance law which metmfnimum federal standards. All.of.the 
states had passed laws by July 1, l937. 

14. Daniel Nelson, Unem lo ment Insurance: The American Ex erience, 
1915-1935. (Ma son: The Un1vers ty o Wisconsin Press, .1969 • 
The theme was echoed in 1908. "The growth of cities, factories · 
and a market economy had changed everything. 'Industrial proqress 
has put hundreds of thousands of wage-earners at the mercy of 
other men, who in turn are at the mercy of the great rhythmus 
of business prosperity and adversity. 111 . But, "more than twenty 
years passed before substantial numbers of Americans were 
entirely convinced that this change had indeed taken place." ·p. 3. · 

r 

15. Only Wisconsin paid benefits durinq 1936 and 1937. Only 26 states 
paid benefits during 1938. All states had initiated be.nefit . 
payment programs by July 1939. Puerto Rico first oaid benefits 
in January 1961 . 
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Taxation Policy Issues 





.. , 

.. 

:.Taxation Policy lssue_s 
·*·· .' 

.. · ... · ·. _ _.· . . · .. -.· ... 

. ECONOMIC QUESTIONS.·. 
' ' 

: .· · .... -- : ··7:' 

·1. What is the economic outlook. reg~rdinq future unempjoyrnent . . . . . . .· 

rates? What basic unemployment rate assumption should he 

utilized for long ranqe unemplo_yment insurance financial -

planning? 
_: . . . . . . ._·. ,· 

2. What are th~ major economi.c imolications of the unemni ovment 

compensation system? 

' . ' 

3. What modifications in proqram desiqn and operation could be 

· undertaken to improve the positive countercyclical effects 

of. the unemployment compen~ation system? . 

· LEGISLATIVE QUESTIONS 

4. What leqislative strategy should be employed to resolve 

. the unemployment insurance financinq oroblem? 
. . ' . 

5. Do recent 1 eqislati ve :developments and tr.ends siqrial a 
·, . . .: . ·.". . ; . · .. ' . : . 

. permanent upward shift 1 rl the cost of the prot1ram? · 

·. * This chapter outlines major issues which will he 
·. investiqated b_y the H76-77 Arthur ,l. l\ltmever 

Fellowship report. 
''~5 .. 



. . 
. . . 

What 1s the outlook reqardinCJ future benefit cost: 

What cost rate a;sumption should be utilized 

~nemployment insurance financial 

SOL\/.EI\JCY ISSUES 

T. · or a P.ortion of outstandi nq 

forgiven? 
. . 

· Should future loans to states be Jntere 

interest bearing? 

. : . . . 
1 Should the scheduled loan renayment system of annuallv 

fncreas inq rates continue in effect or should the sch 

be modified to grant taxrelte-f to the indebted states?. 

FUND ADE0UACY· lSSUES. 

· lO. . Given the objective of a ful 1 Y funded reserve 
. . ·... .** . . · .. • 

the prevailing l. 5 t,fgh cost reserve standard 
' . . ' ' . 

. - . . . . 

. or should thfs popularvo.1untary st~ndard be revised? 

* Benefit cost. rate is a statistica1.rneasu:re··whieh .. relates· 
programcosts to aggregate wages covered. by the program: 
benefits/total wages or benefits/taxable wages. · 

. ' ' . 

** A, state reserve fund is consideredade(luate if it has · L 5 years of recess 1onary level benefits stored {or 
· benefit co.ntingendes.. The. ''reserve multiple" is 

calculated by dividing the current fund reserve ratic, .· 
(fund/total Wages) by the hi qhest c:onsecuti ve· l2 month 
benefit cost rate since· 1958 · (recessionary benefits/total 
wages).. • · · 



lL Is the high incidence of insolvency attributable to a 

· failure of selected. states to remedy deterioratinri 

revenue systems, or is it more related tn economic r!herra _ 

tions and differentials in state unemolovment rates? 

l2. Should deficit financing be adopted as an inteqr:al nart 

of unemployment insurance financinq ool icy or should 

state systems be amended so as to reduce the risk of 

insolvency in the future? 

TAX STRUCTURE ADEQUACY ISSUES 

13. Should the federal qoverrim~nt develoo and oromulqate 

standards for tax structure adequacy which ,would 

complement the voluntary standards for fund adequacy? 

14. Should tax structure adequacy standards be voluntary 

or compulsory? 

EQUITY ISSUES: SOURCES OF REVENUES 

15. Shaul d a worker tax b.e imposed as a means of broadeni nq. 

the revenue base of the.oroqram? 
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. ,, . 

16. Shoµld general revenues be used fo finance a oortion · 

· .of future pr9gr-am costs? .•. · 

lh_' .s~ould the' federal wage· ba~e c:ontfoue at' a f.ix_ed, lfvel ~·.·· .. · 
' ~djusted irfegulat"lY~ at random political irtterva'ls\' or 

. . '.' . ' · ... ' .. . . .. ·· . . '' 

•·· .···~h()uld't.hts .. wage::bas'e· be._tnade flexible ~n:~ a~.itiSted .. ··. 

'.·. < ~nnuafly fn line With overall wage inflation? 
. . . . . ,· . ·. - . 

18 ·, :wtlat are the' ma.ior effects of exDEfrience ra:ttntj? .· Should .·. , . 

.. •· the de'grt!~ of exped'ence. rating be reduced -or 1rtcreased? 

19 •. should: there b~ a minimum tax or should- ,favdrabl; ,: .. 
exper1enc~d employers. in ·some 0sta.tes continue . to .rece.ive ........ ,•.· 

' 0 ierol'' tax>rate assfgriments? ., ... 
... '.'· 

· 20., .· ~hat ii a.r~a-so~a~fe•- ~ppe.rlimit f<>r the rriax'imum emoloyer 

tax rate? 

21 • {11oul d a pl)() lid . fin a~ci ntj sySil!m be in iroduced afflOnq t~e •·•. · ... · •· 
. . . . . :·.'; . . ·. '.... . . _-.. . . ·: ·\' 

. . ' . . . 

states to deal wi-th excess :benef1:t~osts inc'urrecf ·during . 
. . . . . ·. ' . ,, . 

"~brionnall; high periods Of unemployment? ' 

. . 
·• .. :_. ~R .. ··· 



Survey List 
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* Survey list 

L How does unemployment insurance_ fit into the overall system 

of income maintenance? Should the income maintenance system 

be better defined, integrated? 

2. How have unemployment insurance (UI) costs increased rel~tive 
' . ' 

to overall increases in fringe benefits and cost of living? · 

3. What approaches do other countries take to the task of finan-

cing unemployment benefits? Should general revenues play an 

expanded role in the U.S. system of financing Ulbenefits? 

4. Should the philosophical theme underlying the program be shifted? 

Why? If so, more toward insurance or more toward welfare? How? 

5. The unemployment insurance pr?gram insures against the risk of 

involuntary unemployment. Generally, individuals employed in 

seasonal industries are exposed to a higher than average risk of 

unemployment. Such workers receive a proportionately greater share 

of unemployment benefits than do workers employed in non-seasonal 
• I 

industries. Consistent with insurance principles, employer con--

tribution rates are experience rated to reflect varied degrees of 

risk as evidenced by previous experience with unemployment. Em-
. l 

players generating the greatest rates of unemployment are taxed at 

* List of problems, ideas and issues in the unemployment 
· insurance financing field which was distributed to 
program administrators in each of the fifty states. 
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the maximum rate. In some instances, the employer's drain 

upon the fund far exceeds contributions. To the extent that 

these excess costs reflect involuntary unemployment due to 

normal economic risks, such excess costs are justifiably borne 

by other employers. The extent to which such excess costs are 

systematically used to supplement the employer's payroll, i.e., 

to hold workforce intact until next production cycle, it is 

questionable whether such excess costs ought to, be borne by 

other employers. The concept of limited liability will limit the 

degree to which the UI fund will finance extraordinary levels 

of unemployment as follows: 

(1) First, high cost employers will be required to pay 

the maximum tax rate. 

(2) Secondly, the UI fund will assume limited additional 

liability up to some multiple of the maximum tax rate 

or the average annual benefit cost rate, i.e., two 

times maximum tax rate or three times average annual 

benefit cost rate. 

(3) Benefit costs beyond such limited liability will be 

financed dollar for dollar on a reimbursement basis 

by employers who systematically generate extraordinarily 

high levels of unemployment. From an economic point of 

view, these costs are more appropriately production 
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costs and ought to be reflected in the final costs of 

particular goods and services,. rather than be subsidized 

by other employers through the unemployment insurance 

system. 

6. To what extent does unemployment insurance cause unemployment'? 

To what extent is this induced unemployment functional byallowing 

individuals to extend the search for a job connnensurate with ex;.; 

perience and skills and.by keeping individuals in the labor market 

who might otherwise drop out? To what extent is induced unemploy-

ment dysfunctional in terms of lost production and wasted public 

resources? To what extent do unemployment insurance benefits 

generate demand? What is the overall impact in terms of creating 

jobs and lessening economic recession? 

7. How can seasonally induced unemployment.be reduced? 

(1) Diversification 

(2) Tax Incentives 

(3) Study pf seasonal industries with case study analysis of 

firms most successful in avoiding seasonal layoffs. 

8. What are the basic decisions involved in designing a UI tax system? 

(1) Long term unemployment rate. 

(2) Cyclical variations of unemployment rate. 

(3) Long term cost rate. 
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(4) Cyclical variations of cost rate. 

(5) Distribution of costs among employers, workers, 

gov.ernment. 

(6) Distribution of empfoyer cost among employer 

cmmnunity. 

(7) Taxable wage base. 

(8) Method of experience rating. 

,(9) 

(10) 

(11) 

(12) 

· (13) 

(14) 

(15) 

(16) 

(17) 

(18) 

Degree of experience rating. 

Maximum rate. 

Minimum rate. 

Number of employer rate categories. 

Size of employer rate categories. 

Number of years in rating bas~. 

Number of fund reserve intervals. 

Limits of fund reserve intervals. 

Fund. reserve standard. 

Average rates required to gear fund toward reserve 

standard. 

9. Should employer experience rating be expanded or reduced? 

What percentage of employers .are managerially sensitive to 

the potential for reduced or increased tax rates? Should 

experience rating be eliminated? Uniform tax could be collected 

by Social Security Administration. 
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10. To what extent does experience rating allocation of costs 

meet or frustrate economic utility objectives and patterns 

·of demand and consumption? What interindustry and interfirm 

subsidies are taking place? 

11. The effectiveness of experience rating can be improved by 

reducing the number of years in the rating base in states 

which currently use "all years of experience". 

12. Should workers be taxed? What is the revenue potential? 

What are the social and political pro and con arguments? 

13. What would be the effect on interstate employer tax differen-

tials and competition of a standardized worker tax imposed 

in all of the states? Such a tax would aggravate employer 

tax differentials: 

Employer Employer 
Tax Worker Tax 

Before Tax After 

Low Cost State LO 0.5 0.5 
High Cost State 4.0 0.5 3.5 

High cost state was four times more costly before; seven times 

more costly after. 

14. What would average employer, worker and government contribution 

be in a tri-partite financing arrangement? Average cost rate 

from 1965 through 1974 was 0.56%. Equal contributions of 0.7% 

from workers, employers and government should be adequate to 
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· firtartc.Et system i~ the future. · 
* .. 

10: year u~s~ cost rate.· (to)~·.:~~'; •• ... \o.J34% 
.. drte~~hird t1 ~s .. ·. -~ost-rate : (~oh ••• : ••.•••• :. :- :.:.:~: ••• ~.:.\.o. 28% 

io ;~ar u,s:. cos_t rat(! 
·. Orte.,.third u~s~ _cost rate (tx)•.~~ •.• \.~d,/ .... ~> ... ~:6~56% 

·••• ... 15. · ... Should. tM worker. t~ h expeiienee rate4?. 

·could the unemployment •rate be reduced. by 'ta:1t: inc~ntives .· .•. 

<,through varying systents <>f worker· ~xperience· 1:-~ting? .· 

:<16. - Inb:od.uce •Syst~; of worker. experience tatJng ~hich jould be 

Csituc_tuted upo~ co~cept of E1n1>loymerit I~surance-~syst~m with . 

. · payQf f for· in~iv~duals w~o: have steady employn1erit and/o'.r • w~o' 

avoid ti~fii~i~g:,t1nempioyme~t :be~efi~:s./. ]3asic:~orker.· tax• of . 

. $.:0%- woulc( be.· ap1>itcable. to·· iriciivic:l11~is :.who·. _have .d:r.awn _certain 

. amotint of J:>enefits over specif:ted peribd; of '1:fme. - In~ividuals . 

who hav.e not. d:rawn high a~ounts of tiI '.~o~ict b~ fqi·give~ S. b£ . 
. • . "· .. ··, 

: t~i, i and :i.'n addition, would· be -gi vert 5. 0% irtcoine · tax . crecii t> on ·• ·· 
:··· .- .. ·. -· 

· eatnings :.u•p /o wag~ ~as~- cutotf-.... a :LO% net ia:Ln fQr; '.~ny worker~ .• ·.··• 

... •· :(5~oi tax c:ould be co11ected. by internal rever:uie, J3~cial security· · 

.or sH1te enit,loyment· secu,rity agend~s ~) \ 
. .. .,. - :- . 

·;: 17 .. _I~troduce system of w~rker exp~ri~rice ra,ti11g tvh1;cli ~ou1d gene,r.-; 

·Jte·+arg~. inidal .revenues .ariq ther~~ftei: _piov-ide::syste~ for 

mpre .e9ui~~bl~ ·a:1~opat:1.oi1'. <>f _V,l .coi;,t:s ... bi de~~ee oJ.insured- risk.• -• 

- ·· .. Baste worker t~x of 2. 8% ;0_~14 he ~ffecd.ve f6t-. three years ..• 
. . . . '.. . 

·. . '* Befaitit Payrneirt.E: •: .. -~•oiaJ. '.tlagea . · ... , 
.¥¥ · Benefit,_•Payin~rtt~; : Taxa.ble 1Jagcs . 



.. 

. '· . .·. ·. 

yielding $25 billi_qn nationwide_. 
. . 

This income w~uld be. 
. . . . . . . 

utilized as. ~- cornerstone· upon which. to build a ~~lid UI 
. . . . 

.revenue sY'stetn'for the·future. After thre~years expeiierice, 

·-·vary work.er 6ontribution rates. as .fo],lows: 
. . 

-.·· .· 0 0 0% for work,ets who have received 13 or fewer 

. weeks · of UI during past 3 years; 
. . 

'2.8% for workers who have received inorethan 13 . 

weeks of UI duririg past 3 ye~rs. 

i 18 .. What assumptions are.moi;t reasonable concerning future 

unem~loyment rat1as? · ~iighet _or lower than past 35 years? 

. •, . ' : . . ".• . . · .. _.·· .. 
19. ·Dev~l~p portable trainiri.g; course which experienced state 

. ' ' 

research technicians c:an,·use to ·train new staff.· 
. . .. . 

20. TBXStructure. evaluation technique: •• Calculate ,ln;,.,Plo~e,£ •· 
- . . . 

rates which can be' financed at ea'ch column of the tax structure~ 
. . ·. 

21. ·. What is the· range 'of theoretical 'opt:i_oris for eliminating out-· 

· standingUI loans? 

. (1)· Pay immediately . 

(2)· Forgiveness 

,·, __ ·.en.·. Pay at FUTl si!hedui.ed rates 

.(4) ·· Pay, level FUTA rates 

(5)' :nelay until some arbitrary t_ime or reserve criteria . 

· is met. 

· · * Federal Unemployment Tax Act. 
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Proposal: Repay loans at level 0.5% FUTA rate until loan 

is depleted. 

Proposal: Repay loans at 0.3% FUTA rate with minimum 0.3% 

incremental increase to state tax schedule re-

required during year following any year in which 

state had to 'borrow money. State reserves could 

be accumulated; excess funds need not be applied 

to loan; loan depleted at 0.3% over long term. 

22. What are. the economic implications of programmed deficit 

financing to.increase the countercyclical impact.of UI in 

the future? Cumulative loans represent countercyclical 

deficit financing by default. 

23. Loan disincentive effects •. ,Interest-free loans 'have generated 

at least two financial responsibility disincentive effects: 

(1) Because loans were interest-free, the option of 

borrowing was made a desirable alternative com-

pared to the more responsible options of tax in-

crease or selective benefit decrease. 

(2) Scheduled FUTA rate increases to repay loans act 

as pressure militating against responsible tax 

legislation. 

24. A fixed wage base will frustrate the financial balance of an other-

wise stable system. Given an inflationary ecorr6my, it guarantees 
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annual tax reductions (relative to payments on total wages) 

and future legislative battles to raise the wage base. A 

periodically adjusted fixed wage base and fiscal stress serve 

to check benefit liberality. 

Proposal: Enact flexible FUTA base of 100% average annual 

wage rounded to next lowest $1000. ($9000 in 1976) 

25. To what extent is widespread borrowing contributing to a 

"federalization by default"? What are advantages, disadvan-

tages of federalization? Which employers would benefit most, 

least? 

26. Methods to generate predetermined revenue yields .•• array 

systems of assigning certain percentage of wages to each rate 

category; adding across-the-board factor to average rate 

assignment to generate desired average yield. 

27. Do private companies who are vigilant in policing charge-

backs and disqualification opportunities discriminately elimin-

ate claimants or do they generally contribute to better overall 

administration in accordance with laws and rules? Do they 

possess expertise which could be applied in government adminis-

tration of the program? 

28. What are the effects of non-charging, the effects of crediting 

interest to employer accounts? 



\.. 

. . . ',' .,.·:_·-.· 
: . . . 

> . . . ; • i .· 

of fund adeqtiacy' is 
. . , . , . .··. a h±ghlYi ~ubjecti'\7~ one~·· 

· ..... · .. _'·_: 

SJ?ropo~at:' Defi,n~ fti11d:: starid.aid·, "ideal fund'\ as -zero • 

. · ,The objectivci under this, standard wouici, be-. 1:0J• 

·. pa17: off .debts and . ~ccumula te 1:e:serve~ dllring ·. 
. . . . .\ . -'.. :,, :.'•, ,. 

·. expans;i.on and to· deplete . resE!rves and; borrow 

dur.fug,; recesstona;ty periods~: The';idei :fhe.· 

·:range-·o,f tax rates,: the,.~fclet:-·th~ c:ount::ercyq1~cal 

im~acf,. Le~:, ~educe tax. rat~s 'clurlrig' tec:essions ,·.· 

in:c:r-eas:e'. tax• r,ate~;dur:tf~g· exp~~s±ons::. -· Rehite 

· .. rat-~\ var:tations' to iri- _rates,, not_ 1:0 fund· reseives .. -· 

.. Adjust schedule ·of. rates to res.erve p:roj_~c(Lons 

and: exper,ience. oV~t e:c:~nbmic: c~cfli~ -_ 

.. · .. ~;(>.~: Wlta:t:; ir.e, die all!;r~ative,s- to·- th~ t.hnd' r.~ser:ve, ~tiltip~e/concept: 

£pi:. ~s tab.:l::µshiiig; a 'f.tind': ~tari.dat"d? 

. . ' . 

. . 

:e~rce~ t'age of ~ag~s 

.. f3:) . Pe1tc.entage o:f·i:nsura.nce .fo __ fo±:ce 
. . . ._ .. 

· .. (4:) V~rfabie i-'esent·~ mtiltiple. based On av'erage ·varfa.t~on in 

-· .: cbsitt: r.aither. thatf- cin> one;titne. extretite iv-a~iatio~ in coil:, 

•·•cs) : . V~rl~b1~,: re~erve. adeq.ua.cy: st~ndard · ba'se'& ;upbn combinatioii • 

.·,·_ of fund ·:~otint and res•ponsive,ness· of tax system 

(6)i Var:iiible reserve adetfuacy standa,rcl based 9Il, relationship 

·.· 'cifi-~:v:erag¢ cos.t rat~ and .. high co1:1l r~i~ .. 

. ( 
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31. What is the rationale of a socialized-ta.x? What are the quide-

linesfor determining phi1osophica1Timits of such a tax? 

- . 
32. Who pays greater share of program costs? The deficit_ reserve 

employer who pays the maximum rate; or the positive :reserve-

employer who pays the minimum rate? Who is most benefited? "Who 

is most burdened? Worst employer pays lowest amount relativec'te> 

benefits paid to former workers and highest amount relati.ve·to_ 

payroll. Best employer pays lowest amount relative to payroll 
. . . . . . 

and highest.amount relative -to benefits charged to former workers. 

Who pa.ys greater Share of program costs? 

33 .. What a:re philosphical arguments for and against cost equaliza-

t:i.on and reinsurance? 

Proposal: States finance all cbstsup to one-and-a-half times 
,_. . 

each states'lO year average cost rate. State re-

ceives reimbursement fromgeneral revenues for a.nriual 

costs in excess of one-and-a.,.:.half times 10 year average 
( 

cost rate • 
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Survey Responses 





* 
Survey Responses 

PROGRAM STRUCTURE 

34. SOCIAL INSURANCE 

Unemployment insurance is a social insurance pro-

gram, and just as employers are required to pay "social 

costs" so may workers be enticled to receive "social 

benefits". For example, dependency benefits violate no 

"principle" of social insurance, and could well be an 

alternative to Dr. Feldst.ein' s suggestion that UI bene-

** fits be subject to income tax. 

John R. Doyle 
New Jersey Department of Labor and Industry 
Labor and Industry Building, Room 1010 
John Fitch Plaza 
Trenton, New Jersey 08625 

35. ROLE OF UI 

* 

Item l. .. the original proposals on negative income 

taxation, if implemented, might be able to do away with UI 

Includes all survey responses received through 
December 1976. 

** Dr. Martin S. Feldstein. Professor of Economics, 
Harvard University. 
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altogether. Secondly, there is much merit, 

according to Feldstein, to making UI payments 

taxable--this idea needs further research and 

development. (Second idea applies to item 4 

as well.) 

Donald M. Scarry 
New Jersey Department of Labor and Industry 
Labor and Industry Building, Room 1008 
John Fitch Plaza 
Trenton, New Jersey 08625 

36. UI VERSUS WELFARE 

The people who have received both U.I. and 

Welfare could better cormnent on a contrast between 

the two. There was a Wall Street Journal article 

last spring contrasting the demeanor and atmosphere 

of a Philadelphia U.I. vs. a Welfare Office. Welfare 

seems to offend a person's dignity to a degree that 

can be tolerated only if there is no other recourse . 

. More and more, in view of the prime salaries of some 

of our more recent claimants, any such stigma asso-

ciated with the receipt of U.I. is fading. 
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U.I. is in the same league as Blue Cross, 

Life Insurance, and Retirement Benefits, while 

Welfare is like the lottery, a tax rebate or an 

inheritance insofar as certitude and pride of accom-

plishment. 

John Clark, II 
.Pennsylvania Department of Labor and Industry 
Bureau of Employment Security 
Labor and Industry Building 
Harrisburg, Pennsylvania 17121 

37. PSYCHOLOGICAL IMPACT OF WELFARE 

Item 4 ••• What impact would the social stigma 

that is attached to the receipt of welfare have on 

the unemployed worker and his or her family? 

Martin Tunney 
Pennsylvania Department of tabor and Industry 
Bureau of Employment Security 
Labor and Industry Building 
Harrisburg, Pennsylvania 17121 
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ADMINiSTRATIVE ORGANIZATION 

38. FEDERAL-STATE RELATIONSHIP 

The Federal-State basis of the Unemployment Insurance 

Program has a number of valuable advantages: 

(a) It imposes administrative checks and balances which 

contribute positively to the effectiveness of the 

system. 

(b) It provides strong grass-root incentives for 

maintaining the integrity of the program. 

(c) It wields a significant stabilizing influence on 

a system which is highly sensitive to public 

feelings and attitudes. 

(d) It is a way of experimenting with and testing new 

ideas without committing the entire program. 

These advantages exact a cost-- and the states must be 

ever vigilant to justify that cost and to maintain the re-

quisit solidarity, collective understanding, and essential 

initiative to preserve the system. 

John R. Doyle 
New Jersey Department of Labor and Industry 
Labor and Industry Building, Room 1010 
John Fitch Plaza 
Trenton, New Jersey 08625 
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39. PERSONNEL POOL 

Provide a pool of junior level people who have 

some indoctrination into the UI system and have shown 

promise in the benefit financing field. 

Many promising people abandon their learning in 

UI in order to apply their talents in other Government 

agencies or outside of the Government due to lack of 

opportunity in previous agency, personnel conflicts, 

greater financial gain by leaving or various other 

reasons. 

On the other hand, the national office and State 

research directors have spent a great deal of time 

recruiting and developing these technicians only to 

lose them when they could start making a significant 

contribution. 

Keeping qualified people within the system should 

improve quality and provide greater opportunities. 

A state could lose a qualified person at one point 

and as circumstances in that State change, be able to 
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gain the individual back again with even greater appli-

cable skills. · 

James H. Manning 
Room 7418, Patrict Henry·Bldg. 
601 D Street, N.W. 
Washington~ D.C. 20213 

40. FUTA COLLECTIONS 

Consideration should be given to combining the 
( 

state UI tax program with FUTA and giving the states 

responsibility for administering the combined program. 

This would be an effective system procedurally arid on 

the basis of cost. reduction, as well. It would also 

decrease substantially the confusion (and attendant 

problems) associated with employers paying two unem-

ployment tax bills through different channels. 

Edward P. Lucas 
Virginia Employment Connnission 
P.O. Box 1358 
Richmond, Virginia 23211 
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41. PROGRAM INTEGRATION 

Why is it necessary to administer so many UC pro-

grams (State UI, UCFE, UCX, FSB, SUA, TC). Wouldn't 

one program suffice with the Federal government reim-

bursing the state as any other reimbursing employer? 

Wouldn't such a concept result in less administrative 

costs? 

D.R. Steward 
Oregon Department of Human 
Employment Division 
Research and Statistics 
875 Union Street, N.E. 
Salem, Oregon 97310 

42. BUDGETING RESTRICTIONS 

\. 
Resources 

What effects do economies imposed by the Federal 

government on benefit payment control and employer tax 

compliance functions have on state trust funds? Would 

limited use of state taxes to augment the austere 

Federal funding of these functions be cost effective 

in terms of state trust fund management? 

* UCFE;Unemployment Compensation for Federal Employees, 
UCX~Unemployment Compensation forEX-servicemen, FSB; 
Federal Supplemental Benefits, SUA;Special Unemploy-
ment Assistance, TC;Temporary Compensation. 
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D.R. Steward 
Oregon pepartment of Human Resources 
Employment Division 
Research and Statistics 
875 Union Street, N.E. 
Salem, Oregon 97310 

43. POLITICAL CONSTRAINTS 

Item 8 ••• While you've identified the appropriate 

variables, I don't think you place sufficient emphasis 

on the political/labor/business milieu under which 

these plans are set up. 

METHODOLOGY 

Donald M. Scarry 
New Jersey Department of Labor and Industry 
Labor and Industry Building, Room 1008 
John Fitch Plaza 
Trenton, New Jersey 08625 

44. BENEFIT FINANCING MANUAL 

Many states do not have the capacity to do primary 

research in the area of benefit financing and cost. The 

fi?. 
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45. 

best that they can effectively handle is to utilize 

already developed.procedures to make·their estimates. 

In many instances this means no research will r,et done, 

or that many hours will have to be needlessly spent 

trying to find these developed methodolo~ies. This 

idea is to publish a benefit financing and cost manual. 

This manual would identify benefit financing and cost 

components. It would list under each component the 

various analytical procedures and/or estimating procedures. 

that have been developed in order of preference by the 

nationaloff:Lce. Also, .this compilation should outline 

several methodologies for doing complete UI benefit 

·financing studies. This manual could be updated con-• 

tinuously as new information is.discovered. 

Rort Manasa 
Florida Department of Commerce 

. Office of Research and Statistics 
· Caldwell Building 
Tallahassee, Florida 32304 

Economic Assumptions 

· The basic decision in desigrling a U. I. tax system 
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is to be aware of and account for 95%.of the eventu,-

aliti.es·. · · Orie is not dealing · here ·with a manned trip 

to the moon where a 100%redundancyJs appropriate; 
' : .' . . .· '•\ . ' 

. ' , . ' " 

Other than for making a report lo~k more vqluminous 

and impress,ive, · ten year economic Pfedic1:ions effecting 

U.L costs are not worth an iota, one should plan for 

the short terrn arid even then he will <;inly ,get limiting 

values. 

46. EXHAUSTION RATE 

John Clark, II 
Pennsylvania Department of Lab.or and Industry 
Bureau of Employment Securfty 
Labor and. Indus try Building 
Harrisburg, Pennsylvania 17121 

The. exhaustion rate-,-becauseit cumulates bqth 

recurrence ELnd duration, and thereby tends to discount 

frictiomtl or transition.al unemploymerit--could be a more 

sensitive key to severity of unemployment than the simple 

.· unemployment rate. . Sophisticated use of such a measure 



... 

.would require compl¢mentary analysis of: 

· (a) l'he rate of change of the exhaustion rate, 
. . - . . . 

. . . 

to plot its acceleration or decelerat:i.o~; and ·. 

(b) · the elasticity of the exhaustion rate, .to gain 

greater understanding_.:_ from objective docti~ 
\ 

mentat~on. -- of . the degree to which practical . 

programmatic actions can be exr,ected to :r:educ::e the 
. . . . . . . . 

exhg.U$tion rate in specific labor ma:rk~t condi-:-

tions •. ·. 

41. .· SURVIVAL . RATE-. 

. . . 

Herman S. Solomon 
New York State Department of Labor 

· State Campus . Building /112 
.Research and.Statistics - Roofu 452 
Aiba11y, New Yark . 12240 

How valid is the survival rate? How much of an 

invariant is it? In pa.rticular, how well does it 

predict'how long people will draw benefits who.can draw 
. . . 

maximum benefit amount for the maximum duration?· 
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Steve Kadolph 
Research and Statistics Department 
Iowa Department of Job Service 
1000 E. Grand Avenue 
Des Moines, Iowa 50319 

48. UNEMPLOYMENT INSURANCE AND THE UNEMPLOYMENT RATE 

Item 6 has been researched in economic litera-

ture. I'm not sure whether its a problem of causality 

or simultaneity. This is ripe for further investi-

gation. 

Donald M. Scarry 
New Jersey Department of Labor and Industry 
Labor and Industry Building, Room 1008 
John Fitch Plaza 
Trenton, New Jersey 08625 

49. AVERAGE WEEKLY WAGE 

Many states use an Average Weekly Wage (AWW) of 

covered employment to determine flexible maximum benefit 

amounts. Also, the adequacy of weekly benefit amounts is 

often measured in terms of a state's average weekly earnings. 
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My concern pertains to the difference bet-

ween the AWW computed by dividing total wages by 

average employment and that of total wages divided 
I 

by total employment. The first formula uses the 

number of jobs while the latter is an AWW of 

actual workers. In Alaska, where there is a high 

degree of seasonality, the two formulas produce 

a disparity of $200 in the two weekly wage amounts. 

I would like to know how these two methods 

of calculating the Average Weekly Wage compare in 

other states, and what are the implications on 

the state's Unemployment Insurance systems of using 

either method. 

Michael Taylor 
Research and Analysis 
Alaska Department of Labor 
P.O. Box 3-7000 
Juneau, Alaska 99802 
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WORKER TAX 

50. WORKER TAX 

The 1.1nemployment compensation tax system is drowning 

in a sea of abuse and negligence. Abusive in that .the ease 

and popularity of the ever rising benefit sched1.1les mitigate. 

against the necessary fiscal deliberation by all involved 

parties--employes, employers, andlegislators. Negligentin 

the complete disregard of the increasingly obvious, . unbearable 
. . 

tax burden directed.to th~ single funding source, employers. 

The anticipated $10 billion nationwide deficit resulting from 

states' borrowings · b · clear manifestation .. that supplemental. 

fiscal resources must first of all include the employe popu,.. 

lation so that all future contemplated increases in benefit 

levels will be tempered by the realizationthat such increases 
. . 

will be proportionally borne by the recipients. Additional 

funding should also involve legislative jurisdictions, state 

and federal, adding to the ultimate responsibility. of decision, 

fiscal involvement· in the administration, 

James E. D'Amelio 
Pennsylvania.Department of Labor and Industry 
Bureau of Employment Security 
Labor and Industry·Buildin.g 

. Harrisburg, · Pennsylvania 17121 
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51. WORKER TAX 

The worker should not be taxed as this brings about 

a very different concept of "rights to fringe benefits" 

which could increase administration costs, poli'tical 

controversy, etc., without solving our real problem of 

enforcing sound financing of the current program. 

52. WORKER TAX 

Clayton O. Kaigler 
Arizona Department of Economic Security 
P.O. Box 6123 
Phoenix, Arizona 85005 

Worker should assume bigger burden in financing 

unemployment benefits. However, I think that experience 

rating for workers is not practicable. It would throw 

an additional burden on employer in computing and 

collecting diverse rates of worker contributions. How-

ever, how about having each worker's contribution rate 

equal that of the employer. This way 1 a worker employed 

by seasonal employer would automatically pay a higher 

premium which would be justified on the grounds that he 

would more likely collect unemployment benefits. 
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53. WORKER TAX 

Stanley Zoltanski 
New Jersey Department of Labor and Industry 
Labor and Industry Building, Room 614 
John Fitch Plaza 
Trenton, New Jersey 08625 

Item 12 •.. If a percentage of funding is derived 

from a tax which is levied on the worker, what would 

a claimant's right be if he or she is laid off for a 

reason that is now disqualifying? 

54. WORKER TAX 

Martin Tunney 
Pennsylvania Department of Labor and Industry 
Bureau of Employment Security 
Labor and Industry Building 
Harrisburg, Pennsylvania 17121 

Item 12 ••• Definitely, without such taxing they 

get too little say in the system; it belongs then only 

to employers. 

Donald M. Scarry 
New Jersey Department of Labor and Industry 
Labor and Industry Building, Room 1008 
John Fitch Plaza 
Trenton, New Jersey 08625 
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EXPERIENCE RATING' 

55. WORK.ER EXPERIENCE RATING 

If the Pennsylvania Chamber of Commerce i~ any 

indicator for the rest of the county, experience rating . 
is sacred. A uniform tax would also lessen the employer's 

motivation in the area of fraud control. As was recently 

divulged at the National Governor's Conference in Hershey, 

the populous, via a Lou Harris Poll, expressed more con-

fidence in their State Governments than the Federal Govern-

ment. Anyone contemplating that U.I. be collected by the 

Social Security Administration should keep this in mind. 

The imposition of an employe tax would result in less 

take-home for the individual, more headaches for the Agency 

and les$ expense for the employer. So guess who is going 

to push this concept? 

John Clark, II 
Pennsylvania Department of Labor and Industry 
Bureau of Employment Security 
Labor and Industry Building 
Harrisburg, Pennsylvania 17121 
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56. WORKER EXPERIENCE RATING 

Item 15 ••• What would be the projected cost of 

maintaining such an individual system? 

Martin Tunney . 
Pennsylvania Department of Labor and Industry 
Bureau of Employment Security 
Labor and Industry Building 
Harrisburg, Pennsylvania 17121 

57. EXPERIENCE.RATING INCENTIVES 

Does the experience rating system cause a com-

·petitive advantage among states in regards to industrial 

location/relocation? Does experience rating cause firms 

to alter their hiring and layoff patterns, es'.pecially 

those inseasonal industries? 

Robert Butler 
Nevada Employment Security Department 
500 East Third Street 
Carson City, Nevada 89713 
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58. INTERSTATE.COMPETITION'· 

What effect do unemployment insurance tax rates 

have on employer decisions to locate in a particular 

state? 

Fred Williams 
1520 W. Capitol Street 
Jackson, Mississippi 39205 

59. EXPERIENCE RATING FACTORS 

One employer will earn deficit experience and a 

"penalty" tax rate while another employer in the same 

industry will b~ eligible for a tax rate no higher than 

the average for all covered employers in the State. 

Special research on this point could determine 

whether there are significant factors other than those 

currently used that should be considered in State tax 

provisions. 

Ovid H. Stephenson 
1977 Ridgewood Drive, NE 
Atlanta, Georgia 30307 
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60. EXPERIENCE RATING RECORD 

Item 9 .•• Experience rating should either be com-

pletely done away with or should be carried, by the 

firm, from stat~ to state. 

TAX BURDEN 

Donald'M. Scarry 
New Jersey Department of Labor and Industry 
Labor and.Industry Building, Room 1008 
John Fitch Plaza 
Trenton, New Jersey 08625 

61. EMPLOYER TAX RELIEF 

With theproliferation of extended duration 

benefit programs, at what point should the emr,lover he 

relieved of the cost burden? 

D.R. Steward 
Oregon Department of Human Resources 
Employment Division 
Research and Statistics 
875 Union Street, N.E. 
Salem, Oregon 97310 
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62, GENERAL REVENUES 

" Employers should not be held financially responsi-

. 

ble for benefits paid beyond 39 weeks. Federal legisla-

tion extending duration beyond that point incurs costs 

which should be totally underwritten by general revenues. 

Persistent long-term unemployment is a national economic/ 

social problem. A payroll tax assessed against employers 

appears to be an inappropriate financing mechanism in 

such recessionary periods. In fact, the additional 

drain on employers' resources could aggravate an already 

serious economic situation. To that degree, the direct 

payroll tax is self-defeating. 

W. M. Welfley 
Virginia Employment Commission 
P.O. Box 1358 
Richmond, Virginia 23211 

63. IMPACT OF HIGHER EMPLOYER TAX 

Item 5 ..• Consideration must be given to the impact 

of increasing employer responsibility on various industries, 
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i.e., industry survival, cost of production, and 

potential impact on the total economic picture. 

Martin Tunney 
Pennsylvania Department of Labor and Industry 
Bureau of Employment Security 
Labor and Industry Building 
Harrisburg, Pennsylvania 17121 

64. EMPLOYER RESPONSIBILITY 

Item 5 ... When speaking of employer responsibility, 

is it really possible or advantageous to speak in terms 

of a fragmented economy? 

FUNDING TECHNIQUES 

Martin Tunney 
Pennsylvania Department of Labor and Industry 
Bureau of Employment Security 
Labor and Industry Building 
Harrisburg, Pennsylvania 17121 

65. QUARTERLY ADJUSTMENT OF TAX RATES 

New Hampshire has a unique system for adjusting tax 

76 



.. 

rates on a quarterly basis. The fund level in one-

quarter determines the tax schedule applied on wages 

in the next quarter that must be paid in the third 

quarter. 

The effectiveness of this system for maintaining 

solvency was proven in the 1974-1975 recession. The 

fixed dollar amounts now used for measuring furid adequacy 

are too inflexible to rapid changes in wages in benefit 

schedules. 

To demonstrate the use of an alternative system, 

a high cost multiple for the State was estimated on a 

quarterly basis and applied to data for the recession 

period. The result was a fund level at the close of the 

critical first quarter of 1976 that was 15 percent higher 

than actual experience - without use of the higher schedules 

that actually went into effect. 

Richard Frye 
New Hampshire Department of Employment Security 
32 South Main Street 
Concord, New Hampshire 03301 
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66. LONG RANGE FINANCI~G 

The dE?sign of a U. I. tax sys.tern is very basically 

contingent upon economic forcasts; the financial position•. 

from which the system is to be implemented; and. the general 

program philosophy of the state. legislature regarding base, 

rate and reserve fund, 

Cost. rates and unemployment rate mu.st be based upon. 

sound expert economit projections - after which the various· 

philosophical, statistical and procedural parts of the 

syste!ll should be devised, developed and integrated. 

A question closely related is whether·"long range bene-

fit financing" is really feasible for many of the states who 

have deficit balances. Perhaps direct, current financ:i,.ng) 

is the only reasonable course for many states - with no 

interest for deficit financing a continua11y enticing al...: 

ternative •.. 

Clayton o. Kaigler 
Arizona Department of Economic Security 
P.O. Box 6123 
Phoenix, Arizona 85005 
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6 7. "PAY AS YOU GO" 

.. Adopt "pay as you go" system, combining the 

1 

* "array system" proposed by Haldi Ass9ciates. Employer 

contributions for a ~alendar year should equal the 

benefit payments made the last fiscal year excluding 

extended benefits. Worker Contributions would not be 

included, but would be kept in a separate fund within 

the fund, and used only under two circumstances: 

(1) To cover any deficit between amount of bene~ 

fits and contributions above. (But con-

versely, surplus would be credited to this 

special fund.) 

(2) To pay extended benefits i.e., benefits 

beyond 26 weeks. 

Stanley M. Zoltanski 
New Jersey Department of Labor and Industry 

· Labor and Industry Building, Room 614 
John Fitch Plaza 
Trenton, New Jersey 08625 

* Haldi Associates, Economic and MRnagement Consultants 
of New York, recently prepared a Benefit Financing 
Study for the State of New Jersey. 
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68. FLEXIBLE WAGE.BASE 

Should the taxable wage base in a state be 

flexible? If so, should it be directly related to 

the amount at risk, i.e., those wages used to establish 

maximum bemefit amounts? · To what> extent would this 

s.ubvent the experience rating system? · If: this concept 

is adopted bya substantial number of states, what 

wc;mld be the effect, if. any, on the FUTA taxable wage 

base? 

JoeM. Woodda:11 
·Georgia_ Department. of ·Labor. 
254 Washington Street, SW 
Atlanta,· Georgia 30334 

. 69, FLEXIBLE WAGE BASE 

-Item 24 ••• In a.ddition to setti.ri.g the taxable wage 

base. on the average inc,ome, what woul~L be the effect of · 

a flexible tax base sl;!t upasa percent11ge of-the priot 

years total wages? What percentage of total wages would 

be c;.onsidere:d. adequate? 



FUND ADEQUACY 

70. FUND ADEQUACY 

Lucy Keenan 
Department of Research and Statistics 
Nebraska Department of Labor 
550 Sbuth Sixteenth Street 
Box 94600, State House Station 

·Lincoln, Nebraska 68509 

As long as the Federal/State relationship 

endures, the concept of fund adequacy will vary 

pursuant to the outlook of a State's Labor Depart-

ment hierarchy and the pressure exerted on its 

legislative solons. Basically, i.f all, in this 

endeavor are gui¢led by consistency in dealing with 

employers and the public, and a laissez-faire 
\ 

attitud.e to extremes, we can evoke confidence and 

a spirit of cooperation amongst our constituents. 

John Clark, II 
Pennsylvania Department of Labor and Industry 
Bureau of Employment Security 
Labor and Industry Buiiding 
Harrisburg, Pennsylvania 17121 



71. IMPACT OF LARGE RESERVE FUND. 
( 

Item 17 ••• Presupposing a credit balance of this 

magnitude: 

(1) Should the in.terest rate on such an amount 

be tied to the interest rat~ paid for invest-

ment in Federal government securities? 

(2) Should consideration be given to maintaining 

a diversified investment portfolio? 

(3) What would be the economic impact of main-

taining this size of fund? Would·this much 

money be removed from the public and' pri-

vate sectors of the economy? 

72. REVENUE SOURCES 

.. Martin Tunney 
Pennsylvania Department of Labor and Industry 
Bureau of Employment Security 
Labor·and Industry Building 
Harrisburg, Pennsylvania 17121 

T.he prudent individual purchases insurance to 
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guard against catastt1ophic loss. In States such as 

. Pennsylvania, the last two years constitute such a 

holocaust. Conformity with established insuranc.e 

principles would auger general revenues being used to 

·protect employers from the effects of such extrema. 

Cost reinsurance will provide the same protection and 

is preferable to rugged individualism but seems some-

what contrived. The afficionados of U.I. Benefit 

Financingwould deem the enactment of a flexible FUTA 

base as the single most.important event since the. 

passage of Wagner-Peyser. 

UI LOANS 

John Clark, II 
Pennsylvania Department of Labor and Indusiry 
Bureau of Employment Security 
Labor and Industry Building 
Harrisburg, Pennsylvania 17121 

·What effect will forgiveness of outstanding loans 

· to approximately 30 states eventually have on the tax 
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rates. for employers in the other 20 states th~t 

remain solvent and do not need to bo.rrow?. 

Fred Williams 
l52OW~ Capitol Street 
Jackson,. Mississippi 39205 

COST EQUALIZATION AND REINSURANCE 

74. COST EQUALIZATION 

~.proposal has been made>to give federal finan-
. . 

dal aid to states with.high unemployment rates. This 

would be in the form of reimbursement to the stateis 

unemployment insurancereservefiind. Would this use 

of funds result in the necessity for an increase in the 

tax rate for employers in al.1 states? ',-. 

Fred Williams 
1520 W. Capitol Street 
Jackson, Mississippi 39205. 
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75. REINSURANCE 

Cost equalization and reinsurance arephiloso-

phically different. The example in item 3J is rein-

surance. 

John R. Doyle 
New Jersey Department of Labor and Industry 
Labor and Industry Building, Room 1010 
John Fitch Plaza 

. Trenton, New Jersey 08625 

76. NON-COMPULSORY STANDARDS 

With regard to cost equalization and reinsurance, 

could the various states agree on benefit standards if 

such standards were not mandated but only used as•a 

measuring device with some states continuing below as well 

as above the agreed to standards? Could an equitable cost 

equalization formula also be developed to reimburse. 

·states for all or a portion of benefits (as adjusted 

by agreed to standards) exceeding an amount reflecting a 

four-Year moving cost rate (say 2.5%) for total payrolls? 
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D. R •.. Steward 
Oregon Department of Human Resources 
EmploymentDivision . 
Research and Statistics 
875 Union Street, N.E. 

Salem, Oregon 97310 

. SEASONAL UNEMPLOYMENT 

ATTRACT NEW BUSINESS 
. . . . . 

Ericmitage the establislunent of new businesses 

,fhich woulg provide complemen'tary ~mr,l.oyment in 

areas of heavy seasonal unemployment. Provide in-

cent:ives,fcjr employers to diversify and expand their 

businesses to provideyear""round e~ployment. 

Walter·B. Bowne 
New Jersev nepartment of L:\hbr and. Industry 

Labor and Industry Building, Room 1010 
John Fitch Plaza 
Trenton, New Jersey 08625 
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7 8. REDUCTION OF SEASONAL UNEMPLOYMENT 

Item 7 ... What would be the overall economic 

impact of suer a reduction, i.e., inflation, loss 

of industries, imports, exports, etc.? 

Martin Tunney 
Pennsylvania Department of Labor and Industry 
Bureau of Employment Security 
Labor and Industry Building 
Harrisburg, Pennsylvania 17121 

79. SEASONAL CONTRACTS 

Teachers, professional athletes, etc. should not 

be eligible for benefits during vacation or off-season 

periods if they are under contract to return to work 

with an employer. 

Frances Edwards 
Virginia Employment Commission 
P.O. Box 1358 
Richmond, Virginia 23211 
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ELIGIBILITY AND BENEFITS 

80. ·LABOR·MARKET ATTACHMENT 

What. tests will best measure p.laimant labor 

market. attachment for benefit eligibility and thus 

employer tax liability that will .screen in workers 

with minimal skills and a cont:inuing but intermittent 

labor market attachment and screen out those who have 

high "earnings" as corporate officials, frotn residuals, 

etc., but not a true labor market attachment? 

'fom Hannah 
California Employment Development Department 
UI Division (MIC 40) 
800Capitol Mall, 
Sacramento, Galifornia 95814 

81. WEEKLY.BENEFIT AMOUNT 

All retirement income, except.perhaps social security, 

should be ct'.msidered as deductible wage$ when determining 

. the weekly benefit amount, if any, that a claimant should 

receive. 
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82. BENEFIT FORMULA 

Frances Edwards 
Virginia Employment Commission 
P.O. Box 1358 
Richmond, Virginia 23211 

The problem of benefit financing must be looked 

at both from the aspects of cash inflow (contributions) 

and cash outflow (benefits). Since the level of the UI 

fund is partially dependent upon the magnitude and dura-

tion of benefit payments, perhaps the payment scheme it~ 

self should be carefully analyzed for optimality. 

The stated role of Unemployment Compensation is that 

of income maintenance during times of involuntary unem-

ployment. However, the compensation itself need not be 

restricted to serving this one function. There is the 

possibility of altering the benefit payment scheme to 

provide the individual with economic incentives .to search 

for and secure employment beyond what is being provided 

presently in the way of eligibility incentives. 

89 



The largest portion of the cost of being unem-

ployed is the difference between the prior weekly wage 

and the amount of weekly une~ployment compensation re~ 

ceived. The greater the difference, ,the larger the 
\ 

monetary incentive to search.for work. But, because the 

weekly benefit amount is constant, the costs of unem-

ployment· do riot change throughout the benefit period, 

and in fact, the incentives to search for work may 

actually decrease because of discouragement over the 

lack of success in the job search and/or adjustments in 

lifestyle to the new level of income provided by the 

benefit payments. 

An alternative to the level benefit payment scheme 

would be a string of unemployment.compensation payments 

which decreased in amount per week over the span of the 

benefit period. The actual maximum benefit amount payable 

under this scheme would be identical to the amount payable 

under the level payment scheme. The difference, of course, 

is that the decreasing payment scheme would provide larger 
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payments in the early stages of unemployment and 

smaller payments as the individual progressed through 

the benefit period. 

The theory behind such a scheme is that as the 

number of weeks of unemployment increased, the cost of 

unemployment to the individual would increase. In like 

manner, the incentive to search for work would increase 

and not decline or remain as with present payment schemes. 

The individual is not being denied any benefits under 

this new scheme, but rather the method of payment has 

been altered to make it more compatible with his search 

for work. 

83. BENEFIT ADEQUACY 

James F. Sweeney 
New Hampshire Department of Employment Security 
32 South Main Street 
Concord, New Hampshire 03301 

What criteria, better than a percent of gross 
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weekly wages, can. be used to ,establish an appropriate 
' i . . 

wage loss replacement, considering both the.increase 

in payroll deductions and fringe benefits? 

Tom Hannah 
California Employment Devefo1>1:11emt :Oe.partment 
UI Division (MIC 40). 
800 Capitol Mall 
Sacramento,. California 95814 

84 .. BENEFIT ADEQUACY 

What is an "adequate" unemployment weekly benefit 

amount? Should this amount vary as a function of the 

needs of the claimant - i.e. number of depend1?nts, cost-

of-living of area, etc .• ? 

David R. Beard . . ' • . 

. Research and Statistics Department 
·1owa Department of Job Service 

. 1000. E. Grand Avenue 
.Des Moines, Iowa 50319 
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85. PARTIAL BENEFITS 

What is an equitable formula for partial unem-

ployment benefits? How much should the total benefit 

be reduced in order to not completely discourage some 

part-time employment? 

David R. Beard 
Research & Statistics Department 
Iowa Department of Job Service 
100 E. Grand Avenue 
Des Moines, Iowa 50319 

86. FEDERAL STANDARDS 

Although adequate UC benefits in terms of both 

WBA and duration are desirable, the need for federal 

benefit standards is questionable within the existing 

Federal-State system. A federal standard for maximum 

WBA for example, would encourage restrictive actions 

relative to eligibility and qualifying requirements, 

which would call for other "corrective" standards. We 

could look forward to having the benefit side of the 
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program dominated by federal mandates. Inevitably, 

the tax structure.to finance benefits would come 

under the same umbrella, . artd we would . then have a 
. . 

federalized system for all prac,ticalpurposes. A 

thorough cost-benefit. study should be made to.dete:t'-

min.e whether or not such an eventuality would be 

justified. 

W. M. Welfley 
Virginia Employment Commissiort 
P. 0. Box 1358 
Richmond, Virginia 23211 

87~ SPECIAL CLAIMANT SERVICES 

Would identifying, screening, and pr9viding 
. . ,· . .. 

unemployment.counseling to potential UI exhaustees· 

. have a positive impact, i.e., benefit cost reduction,. 

on a state UI furtd? · At what point in a claim series 

would bene;fit payment reduction be maximized? Would 

sUch a program be cost effective? 

Robert Butl~r 
Nevada Employment Security Department 
500 East Third Street 
Carson City, Nevada· 89713 
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.. . . 
,' 88 •. • WAGE REPLACEMENT RA'.l'E 

A basic problem in most'states,is that th~ 

... philosophy of 50% wa.ge loss cotnpensated is· denied 
• • • I . . . . . 

' ' ' 

. by a· low maxi.ttlum W.B.A •. 

Glay ton O. Kaigler' . .• . . · 
Arizona Depar~ment of Economic Security . 

. P.O. Box 6123 
... Phoeniz, Arizona 85005 

DURATION AND THE UNEMPLOfflENT RATE 
' ' 

The question of creating une~ployment because of· 

the unemployment insurance progra~ duration. overlooks ·. , . . : . . .. . . . . ' 

the fact that basic. economic levels and employment·. 
. . . . . 

· demands determine ,;genui~el' levels ,of tmemployment -
' ' 

arid that artificially lowering the rate by preventing · 

lo~g-term uneniJ?loyecl either from receiving U. L benefits .. · 
. ·. . . : ... 

or from remaining in the labor.market is not a viable· 
' ' 

solution. 

Clayton O. Kaigler · 
Arizona Departmen·t of . Economic Securi;ty 
P.O. Box 6123 
Phoenix, Arizona 85005 
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YEAR 
--~(l~)-~ 

1939 

1940 
1941 
1942 
1943 
1944 
1945 
1946 
1941 
1948 
1949 

1950 
1951 . 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 

1960. 
1961 . 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 

1970 
1971 
1972 
1973 
l 974 
1975 

. . ... APPENDD( A.. . 
HISTORICAL STATISTIC$ 

ti. S •. TOTAL 
UNEMPLOYMENT 

RATE 
- (2) ·• 

17.2% 

14 .6 . 
9.9. 
4.7 
1.9 
l.2 
l. 9 · 
3. 9 · 
3. 9 
J.n 
5.9 

5.3 
3.3 
3;0 
2,9 
5.5 
4.4 
4. l 
4.3 
6.8 
5 .5 

. 5. 5 
6.7 
5;5 
5.7 
5.2 
4.5 
3.8 
3.8 
3.6 
3.5 

4.9 
5.9 
5.6 
4.9 
5.6 
8.5 

1939-1975 

. UNEMPLOYMENT 
• FIRST · TRU<;T 
PAYMENTS 1/ BENEFITS 1/ 2/ FUND l/ 

(mill ions)- (billionsr- - (hillions) 
. (3) (4) . {5) 

3/ 

5 
3 
3 
1 
l 
3 
5 
4 
4 . 7 

5 
4 
4 
4 .. 
7 
5 
5 
0 
8 
6. 

7 
7 
6 
0 
5 
5 
4 
5 
4 
4 

6 
7 
0 
5 
8 

•.11 

3/ 

$1 
3/ 
3/ 
I! 

.. 3/ 
'J/ 
1 
l 
1 
2 

1 
J 
1 
1 
2 
1 
1 
2 . 
4. 
3 .. 

3 
3 
3 
3 
3 
2 
2 . 
2 
2 
2 

4 
5 
4. 
4 
6 
lJ 5/ 

2 
3 
.4 . 
5 
6 
7 
7 
7 
8 
7 

7 
8 
R 
9 
8 
R 
9' 
9 
7 
7 

7 
n 

·6 
7 
7 

11) 
11 ... · 
12 
13 

12 
111 

q 
11 
11 4/ 

5 4/ 
_"!/Handbook of Unemployment Insurance Financial Data, 1938"'1970, nlus 

annual supplements throuqh 1975. U.S. neoartment of Labor. 
2/Regular.UI benefits·plus stateshare of exten~ed benefits. 
3/ Less than 0.5 . · . .··. 
4/ . Net reserves{gross minus outstandtnq loans) were l O billion in l974 
- and 3 billtbn in 1975. . . . 

. 5/ Total U.S. unemployment behefits durino l975, includinq extende~ 
··- programs,UC fed employees and·qcx servicemen, .totalled 18 hillion. 
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1916 

APPENDIX B. 
EMPLOYMENT AND TRAINING ADMINISTRATION 

Unemployment Insurance Service 

Significant Provisions of State Unemployment lnsuranc• Laws, January 3, 1977 
PREPARED FOR READY REFERENCE. CONSULT THE STATE LAW ANO STATE EMPLOYMENT SECURITY AGENCY FOR AUTHORITATIVE INFORMATION 

. 
BENEFITS COVERAGE TAXES 

Duration in 
52-week period 

Qualifying Size of 
wage or Computation Proportion Benefit firm (1 1976 Tax 

employment Waiting of wba Wba for Earnings of base- weeks for worker in rates (per-
St.ate (nwnber x week 2 (f"raction of total unem- disre- period total un- specified cent of 

wba or as hqw or as 3 ployment4 garded5 wages6 employment? time and/ wages)9 
indicated) 1 indicatedf' or size ·of 

Min. Max. '• Min\l Max. payro1:Q16 Min. Max. 

Ala . 1-1/2 X hqw; 0 1/26 $15 $90 $6 1/3 11+ 26 20 weeks 9o.5 94.0 
not less 
than $522 

Alaska $750; $100 1 2.3-1.1% of 18-23 90-120 Greater of 634-31% 14 28 Any time 92.3 94.8 
outside HQ annual $10 or 

wages, + 1/2 basic 
$10 per wba 
dep. up to 
$30 

85 ', 
Ar 1.Z. 1-1/2 X hqw; 1 1/25 15 $15 1/3 12+ 26 20 weeks 0.1 2,9 

$375 .in HQ 

Ark. 30; wages in 1 1/26 up to 15 100 2/5 1/3 10 26 10 days 0.5 4.4 
2 quarters 66-2/3\ of 

State aww 

Calif. $750 1 1/24-1/31 30 104 $18 1/2 712+-l! 726 over $100 91.4 94.9 
in any 
quarter 

Colo. 30 1 60\ of 1/13 25 116 1/4 wba 1/3 7+-10 26 20 weekE 0 3.6 
of C"1 almant', 
hqw up co 
1'0% nf Stete 
aww 

conn. 40 I 
C, 1/26, up to 15-20 116-174 1/3 wages 3/4 726 726 20 weeks 91.6 9 4.5 

60% of 
state aww 
+ $5 per 
dep. up to 
1/2 wba 

Del. 36 lJ 1/26, up to 20 125 Greater of 1/2 17 26 20 weeks 1.6 4.5 
60% of State $10 or 30% 
aww -~ of wba 

D.C, 1-1/2 " hqw; l 1/23 U,J to 13-14 4 148 2/5 wba 1/2 17+ 34 Any time 2.7 2.7 
not less 66-2/3% of 
than $450; State aww 
$100 in 1 + $1 per 
quarter dep. up to 

$3 

Fla. 20 weeks 1 1/2 claim- 10 82 $5 1/2.weeks 10 26 20 weeks 0.7 4.5 
employment ant's aww employment 
at average 
of $20 or 
more 

Ga. 1-1/2 X hqw 
2, 

1/25+$1. 00 27 9lJ $8 1/4 9 26 20 weeks 90.05 94.03 

I 

Hawaii 30; 14 weeks 101 1/25 up to 5 I 120 2 Uniform 726 726 Any time17 9 3.0 93.0 
employment 66-2/31 of I i;tate aww 
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BENEFITS COVERAGE '!'AXES 

Duration in 
52-w(~ek period 

Qualifying Size of 
wage or Comput .. t..lon Proportipn Benefit firm (1 1976 Tax 

employment Waiting of wba Wba for Earn.i.ngs of base- weeks for worker in rates (per-State (nutnbor x week 2 (frac:tion of total urmm- diia-;rr1- pflrlod total un- spoci,Hed cont of 
wha o,· iii.$ hqw br e,r;; ploy111~nt 4 (/l'JH]N1q wa:qn~ 6 1,rnplr..1ymont 7 tJ.m" nnd/ waga~) 9 
I r,d,toi,t,ed) .I. l.nlllu11.c-.r1] ,-l -- -- or ~i/l.l;! of 

Ml.ri. Mnx. MJ.n'.1 Max, 9ayro1.016 Min. Max. ····~-•--~-- --, .... ,,, ·---- ·····--,-.,..-·, ·-----·-•---·- .. ··----· -•----------·- --·--·---. 

Id!iho 1-1/4 X hqw; 1 1/26 up to ~17 $99 1/2 ,.,ba Weighted 10 26 20 weeks or . 9 o.s 9 3,6 
i1ot less 60% of schedule $300 in 
than State aww. of bpw in any quarter 
$520.0l; relation 
$416.01 in to hqw 
l quarter; 
wages in 2 
quarters 

Ill. $1,000; $275 10 1 
,, claimant 

$7 Unifonn 26 26 20 weeks 0.1 4.0 aww up to 15 110-135 
outside HQ 50% of 13 State aww 

Ind. l-1/4 X hqwi l l/25 3up to 35 69-115 20% of wba 1/4 4+ 26 20 weeks 0.3 3.3 
not less $69 from other 
than $500: than BP 
$300 in· last employer 
2 quarters 

Iowa $600; $400 in 0 1/20 up to 20 116 $15 + 1/2 1/2 10 39 20 weeks 90.1 94.7 
1 quarter 66-2/3% of wages 
and $200 in State aww 
another 

Kans. 30; wages in 1 1/25 up to 25 101 $8 1/3 10 26 20 weeks 0 3.6 
2 quarters 60% of 

State aww 
.· 

Ky, 1-3/8 X hqw; 0 1/23 up to 12 87 1/5 wages 1/3 15 26 20 weeks 0.4 4,2 
8 x wba in 50%'of 
last 2 State aww 
quarters; 
$250 in 1 
quarter 

101 La. 30 1/20-1/25 10 120 1/2 wba 2/5 12 28 20 weeks 0.7 3.3 
Maine $900; $250 ir 0 1/22 up to 12-17 79-119 $10 1/2-1/3 ll+-25 26 20 weeks 2.4 5.0 

each· of 2 52% of State 
quarters aww +$5 per 

dep. to 1/2 
wba 

Md. 1-1/2 " hqw; 0 1/24 + $3 10-13 489 $10 Uniform 26 26 Any time 2.8 3.6 
$192.0l in per dep. up 
l.quarter; to $12 
wages in 2 
quarters 

Mas~;. 30 1 1/21-1/26 14-20 108-162 40\ not 36% 9+-30 30 13 woeks 3.9 5.1 . up to 57.5% less ·than 
of State $10 nor 
aww, + $6 more than . 
per dep. u5 $30 
to 1/2 wba 

Mich~ 14 weeks 0 60% of 416-18 97-136 Up to 1/2 3/4 weeks 11 26 20 weeks or 0 o.s 96,'6 
employment Claimant's wba5 employment $1,000 in 
at $25,0l aww up to CY 
or more $97 with 

variable 
max. for .-. 
claimants 
with dep. 3 

Minn. 18 weeks 101 18 113 $25 7/10 weeks 13 26 20 weeks 17 9o.9 9 6.0 
employment 

13/ 
employment 

at $30 or 
more 

Miss. 36; $160 in 1 1/26 10 av $5 1/3 12 26 20 Weeks 1. 3 2.1 l quarter; 

I wages in 2 
quarter Qi 
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BENt:FITS : COVERAGE .TAXES 

Duration in 
52-week period 

Qualifying Size of 
wage or Computation Proportion Benefit firm (1 19.76 Tax 

employment Waiting ·of ·wba Wba for Earnings of base- weeks for worker in rates (per-
State (number x week2 (fraction of total un'."Jl- •uisrc- period total un- specified cent·of 

wba or as hqw or as· ployment garded 5 wages 6 employment7 time and/ wages) 9 
indicated)• 1 indicatedt• 3 or size of 

Min. Max .. Min~ Max. payto1if6 Min, Max. 

Mo. .)Q x wba; $300 101 1/20 $15 $85' $10 1/3 B-13+ 26 20 weeks 9o.5 93.2 
in l .quarter; 
wages in 2 
quarters 

21 - 91.5 93.l Mont: 13 x wba out- 1/26 up to 12 97 (2) (6) 13 26 Over .. $ 500 in 
side HQ &0% of current or 

• State aww preceding 
year 

Neb. $600; $200 1 1/19-1/23 12 80 Up tg i/2 1/3. 17 26 20 weeks 0.1 3.7 
in each of wba 

• 2 qua7ters 

Nev. 1-1/2 X hqw 0 1/25, up to 16 94 1/4 wages 1/3 11 26 $225 in any 91.l 93.5 
50% of quarter 
State aww 

N.H. $600; $100 0 2.3-1.2% of 14 95 1/5 wba Uniform 26 26 20 weeks 2.4 4.15 
in each·of anriual 
2 quarters wages 

N.J. 20 w"eekS 101 66-2/3% of 20 104 Gr£iater of 3/4 weeks LS ·26 $1,000 in 91.2 9~.2 
employment claimant's $~i or 1/5 employment any year 
at .$30 or aww up to wba 
more; or 50% of 
$2,200 State aww 

N.Mex. 1-1/4 X hqw 1 1/26; not 17 83 1/!i wba 3/5 _!_8+ 30 20 we.eks or 0.6 3.6 
less than $450 in ani 
10% nor man! quarter. 
than 50%.of 
State aww 

N.'i. 20 weeks 2,121 67•-50% of 20 95 (12) Uniform :16 26 $300 in any 1.5 5.2 
Pmployment claimant's quarter 
at average aww 
of $30 
more11 

or 

N.C. 1-lh x hqw; 0 1/26 up to 15 105 1/2 wba 1/3 bpw 13 26 20 weeks 0.3 4.7 
not less (through 66-2/.3% of 
than 2-15-77) State·aww 
$565.50; 
$150 in l 
quarter 

N.Dak. 40; wages in 1 1/26 up to 15 107' 1/2 _wba (6) 18 26 20 weeks 0.9 4,2 
2 quarters 67% of 

State aw-"" 
. 

Ohio 20 weeks· 10 . l 1/2 claimant's 10-16 102-161 1/5 wba 20 K wba. + 20 26 20 weeks 0.6 4.3 
employment aww· + d.a. wba for 
at $20 or of $1-$55 each credit 
more based on week in 

claimant's excess of 
a"ww and 20 
nlllilber ~f 
dep. Y..!Y 

Okla. l~l/2 x hqw1 l 1/26 up to 16 93 $7 1/3 10+ 26 20 weeks 1.2 2.7 
not less 55% of 
than $.500 State aww 
in BP1 
$4,200 

0 reg. 18 weeks 1 1.25% of bpw 28 102 1/3 wba 1/3 9 26 18 weeks or 92.6 94.0 employment up to 55% $225 in 
at average of State aww any quarter 
of $20 or 
more; not 
less than 
$700 
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BENEf'ITS COVERAGE TAXES 

Duration in 
52-week period 

Qualifying Size-of 
wago or Computation Proportion Benefit firm (1 1976 Tax 

employment Waiti~g of wba Wba for Earnings of base- weeks for worker in rates (per-State (nwnber x week ( fraction of total unem- disrc~'":"' ~:;!:i total un- specified cent of 

:~:i~:t::) 1 
hqw·or as ·ployment4 gardcd 5 employment7 time and/ wages) 9 
indic.;,t,edf' 3 or size of 

Min. Max. Min~ Max. payro1~16 Min.- Max.-

Pa. 32 + -36; 0 1/20-1/25 up $13-18 $133+4i Greater Of Uniform 30 30 Any time 1.0 4.0 
$120 in !lQ;. to 66~2/3% $6 or 40%. at ieast of State wba 
20% of bpw aww + $5 
outside HQ for 1 dep; 

$3 for 2d 

P.R. 21 + -30; 1 1/15-1/26; 7 60 wba Uniform 720 720 Any time 2.95 3.45 
not less up to60% 
than $150; of State• 
$50 in 1 aww .) 

quarter; 
wages in 
2 quarters 

R.L 20 weeks .. 21 55% of claim- 26-31 100-120 $5 3/5 weeks 12 26 Any time 93. 2 95.0 
employment arit 1 s aww employment 
at $46 or up to 60% of 
more; or State aww, + 
$2,760 $5 per dep. 

up to $20 

s.c. 1-l/2 x hqw; l 1/26 up tO 10 103 1/4 wba 1/3 10 26 20 weeks 1.3 4.1 
not less 66~2/3%.of 
than$300; State aww 
$180 in 1 
quarter 

S.Dak. $400 in HQ; 1 1/22 up to 19 89 1/2 wages 1/3 10+ 26 20 weeks 0 2.7 
10 x wba 62i of up to 1/2 
outside HQ State aww wba 

Tenn. 36; $338.01 1 1/26 14 
in l quarter 

85 $20 1/3 12 26 20_weeks 0.4 4.0 

Tex. 1-1/2 X hqw; 101 1/25 15 63 Greater of 27% 9 26 20 weeks 0.1 4.0 not less $5 or 1/4 
than $500 or wba 
2/3 FICA 
tax base . 

Utah 19 weeks 1 1/26 up to 10 llL Lesser of We,ighted 10-22 36 $140 in CQ 91.3 92.8 
employment 65% of $12 or schedule in current 
at $20 or State aww l/2 wba of bpw in or preced-more, not from Other :i:-elatiun -c. ing CY 
less than than hqw 
$700 regular 

employer 

G Vt •. • 20 weeks 1 1/2 claim- 15 96 $15 + $3 Uniform 26 26 20 W•:!eks 1.0 5.0 
employment ant's aww for each 
at $30 or for highest dep. up 
more 20 .,eeks up to $15 

to 60% of :~·-

State aww 

Va, 36; wages. in 101 1/25 20 103 Greater of 1/3 12 26 20 weeks o,ss 2.7 2 quarters 1/3 wba or -·· $10 ;,t. 

w.ash. $1,55015/ 1 1/25 of hqw 17 102 $5 + 1/4 1/3 8+-23+ 30 Any time 93.0 93.0 up to 50% wages 
of St.ate aww 

w.va. $700 21 1.9-0.8% of 14 128 
annual wages 

·$25 Uniform 26 26 20 Wt~eks 0 3.3 

up to 
66-2/3% of 
st.ate aww 
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___ ., ___ ··-·-·-··--•----
rmNEFI'rG COVERAGE '!'AXES 

- Duration in 
52-week per·iod. 

Qualifying Size of 
wage or Computation Proportion Benefit firm (1 1976 Tax 

employment Waiting of wba 
week 2 

Wba for Earnings of base- weeks for worker in rates (per-
State (number ;. (fraction of total unem- disre- ::;;:i total un- specified cent of 

wba or as 
indicated) 1 

hqw or.as 
indicateat, 3 

ployment4 garded 5 employment7 time and/ wages) 9 

Min. Max. 

Wisc. 17 weeks 101 50% of claim- ~23 $126 Up to 
wba 5 employment: ant's aww up 

average of to 66-2/3% 
$44.0l or of State 3.WW 

more with 1 
employer 

Wyo. 20 weeks l 1/25 up to 10 95 
employment soi of Sta.:te 
with 20 aww 
hours-in 
each week 
+ $800 in 
bpw 

1weekly benefit amount abbreviated iri columns and footnotes as 
•,.-ba; oaSe period, BP; base-period wages, bpw; high quarter, H_Q; 
high-quarter wages, hqw; average weekly wage, aww; benefit year, 
BY; calendar quarter, CQ; calendar year, CY; dependent, dep.; 
d~pendents allowanCes, da.; minimum, min.; maximum, max. 

2unless otherwise noted, waiting period same for total or partial 
unemployment. N.Y., 2-4 weeks; W.Va., no waiting period 
r_equired for partial unemployrnen~No partial·· benefits paid in 
Mont. but earnings not exceeding twice the wb~_and work in excess 
of 12 hours in any 1-week disregarded for total unemployment. 
Waiting period may be suspended if Governor declares State of 
emergency following diSaster, N.Y., R.I. In Ga. no waiting 
week if claimant unemployed notthrough own f·a:;:;:1t. 

3when States use wei'ghted high-quarter, annual-wage, or average 
weekly--wage formula, approximate fractions or percentages figured 
at midpoint of lowest and highest normal wage brackets. When 
da provided, fraction applies to basic wba. In States noted 
variable amounts above max. basic benefits limited to claimants 
with specified number of dep. and earnings in excess of amounts 
applicable to max. basic wba. In }:nd. da. paid only to 
claimants with earnings in excess of that needed to qualify for 
basic wba and who have ·1-4 deps. In Mich. and Ohio claimants may 
be eligible for augmented amount at all benefit levels but bene-
fit amounts above basic max. available only to claimants in 
dependency c.lasses whose aww are higher than that required for 
max. basic benefit. In Mass. for claimant with aww in excess of 
$66 wba computed at 1/52 of 2 highest quarters of earnings or 
1/26 of highest quarter if claimant had no more than 2 quarters 
work. 
4when 2 amounts given, higher includes da. Higher for min. wba 
includes.max. allowance for one dep.; Mich, for 1 dep. child or 
2 dep. other than a child. In D.C. and Md., same max. with or 
without dep. 
5 
In computing wba for partial unemployment, in States noted full 

wba paid· if earnings are less than 1/2.wba; 1/2 wba if earnings 
are 1/2 wba but less than wba. 

6with exception of Mont. and N.Da~., States noted have weighted 
schedule with percent of benefits based on bottom of-lowest and 
highest wage brackets. In Mont., duration is 13, 20, and 26 
weeks, depending on quarters of employment; in N.Dak., 18, 22, 
and 2G weeks·, depending on amount of BP earning-_.;:--
7 
Benefits extended under State program when unemployment in State 

reaches Specified levels: Calif .. , Hawaii, by 50%; Conn. -by 13 
weeks. In P.R. benefits extended by 32 weeks in certain indus-
tries, occupations or establishments when special unemployment 
situation exists. Benefits also may be extended during periods 
of high unemployment by 50%, Up to 13 weeks, under Federal-State 
Extended Compensation Prag.ram ·and up to 26 additional weeks 
under the Federal Supplemental Benefits program. 
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$10 

or size o" 
Min~ Max. payroU/6 Min. Max. 

1/2 B/1o·weeks 1-13+ 34 20 weeks 90.:.; 95.2 
employment 

3/10 ll-24 26 $500 in 1.16 3.86 
current or 
preceding 
CY 

8For claimants with min. qualifying wages and min. wba.. W_hen 
two amounts shown, range of duration applies to claimants 
with min. qualifying wages in BP; longer duration applies_ with 
min. wba; shorter duration applies with max. possible. concen-
tration of wag·es in HQ,; therefore higpest wba possible for 
such BP earnings. Wis. detennines entitlement Separately. for 
each employer. Lower end of range applies to claimants with 
only 1 week of work at qualifying wage; upper ehd to claimai:i-ts 
with 17 weeks or more of .s~ch wages. 
9Represents min.-max. /rates assigned employers in CY 1 1976 
Ala .. , Alaska, N.J., require empl6yee taxes. Contributions 
required on wages up to $4,200 in all States except Mo., 
$4,500: Ala., Mont., R.I., $4,800; Mich., $5,400: -
~-, $5;scf0_; Ariz., Ark.·, Conn., G~Iowa, Wis., $6,000; 
Minn., Nev., $6,500; Calif.~,oooi" Wash., $'i;soo; 
Oreg., ~000: Idaho, $8,400; ~' $8,800; Hawaii, $9,300; 
Alaska, $10,000: ~-, all wages. 

10wai ting period con'lpe.nsable if claimant eriti t led to 12 cOn-
secutive weeks of benefits immediately following, Hawai~·; 
unemployed at least 6 weeks and not disqualif.jed, La.; after 
9 consecutive weeks benefits paid, Mo.; when benefits 
are payable for third week followin9waiting peri•oa, N.J.: 
after benefits paid 4 weeks, Tex., va.; after any 4 weeks 
in BY, Minn.; after 3d week unemployment·, Ill. ; after 
3d week~total unemployment, Ohio; afterlweek, Wis. 
11or 15 weeks in last year and 40 weeks in last· 2 yea~s 
9f aww of $30 or more, N.Y. 

12For·N.Y_., waiting period is 4 effective days accumulated 
in l-4weeks: partial benefits 1/4 wba for each 1 to 
3 effective days. Effective days: fourth and each subse·· 
,quent day of total unemployment in week foi:- w!d.ch not 
more than $95 is paid. 

13To 60% State aww if claimant has nonworki.ny H[XHJHt: 1 

66-2/3% if he had dep. child, Ill.: 601.of firot 1H~, 
40% of next $85, 50% of balancellp to $105, 

14July 1, 1977, 63%, July 1, 1978, 66-2/3%, Del. 

15In addition to total wages of $1,550, claimant also 
rnuSt have either (1) 16 ~eeks of employment with wages 
of 15% of average wage or (2) 600 hours of employment. 
16$1,500 in any CQ in current or preceding CY unless 
otherwise specified. 
17Also covers employers of 20 or more agricultural 
workers in 20 weeks, Hawaii; covers 4 agricultural 
workers in 20 weeks, Minn. 

18Max. amount adjusted annually by same percentage 
increase as occurs in State aww. 
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