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OUTLINE OF GOOD AND DEBATABLE. POINTS.IN SENATE BILL NO. 28, 

CREATING A DEPAHTME~NT. OF LABOR AND INDUSTRY. 

I. GOOD POINTS 

A. Concentrates executive responsibility in one depart-

ment head r~sponsible to the Governor. 

B. Combines.related industrial responsibilities in one 

department. 

c. Permits economy and efficiency.in use of technical 

personnel. 

D. Continues present organization of Labor Department 

and·u.c.c., below top executive level, virtµally intact. 

E. Proposed advisory councils are to be specifically 

representative of employers, workers and publ.ic. 

II. DEBATABLE POINTS 

A. Is consolidation necess~ry? Each present department 

is relatively large, efficient and integrated. Unification is 

not imperative under constitutional requirement of maximum of 20 

executive departments. 

B. Titles of department, its subdivisions and their 

executive heads may not be the best. A better name would be· 

Department of Employment Security, with divisions of Unemployment 

Insurance, Workman's Compensation, Safety, Rehabilitation and 

Mediation. Separation of Division 9f.Employment Security into 

equal subordinate divisions would have adverse effect on unemploy-

ment insurance. Title of depai~tment head should be Administrator 

.. ...- or Secretary of Empl.oyment Security, not "Commissioner". 

\ 
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C. The Unemployment Compensation Commission should nqt 

be reduced to a mere advisory council. It would have great value 

if continued as a representative body of eminent citizens, in-

dependent of the department, employing a, competent, pa~d-· research 

staff to. study and report on all phases of industrial legislation, 

as. in New York.State. There should be only one advisory council 

for the entire department, not separate advisory councils for 

subordinate divisions. 

D. The Governor should appoint only one executive for 

the entire department, the Administrator ?f Employment Security, 

the Governor should appoint all members -of the single advisory 

council, or Employment_ S_ecuritr _ Council. 

E. Tl?-e Employment· Service should be conducted as a 

necessary adjunct to the administration of unemployment insurance 

as this is the only permanent-important function of the Employment 

Service which the people will. suppo1'lt adequately. Necessity and 

advisability of government running a competitive placement-service 

are questionable. If Employment Service is to be conducted as a 

business soliciting patronage of employers and workers on a 

vol·un·tary competitive basis, it should -be divorced as far as 

possible from the _compulsory aspects .. of unemployment insurance. 

All administration of claims,_from local' offices up, should be in 

the Division of Employment Security only. 

F •. The anomalous status of the Board of Revlew and Appeals 

Tribunals should be coPr.ected. The judicial functions of the appeals 

boards· might better be transferred to a_:Divi:sion·.o.r·:Appea1s, ··~ubordi-

pate to the departI})enthea9-. The Administrator of Employment 

Security, through appropriate de·puties, shoul_d make prompt and im-

partial decisions on requests for review of agency actions on both 
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benefits and contributions. A:Ll personnel of the Department 

should be under the dj~rect official disciplinary authority of the 

head of the department. He should be responsible in law and in 

fact_for their official decisions and actions. 

G. Senate Bill No. 28 (cannot change the present hodgpodge· 

of financing by several sepa~ate Federal and State appropriations 

and confusion of separate budgets within the department. This may 

be unavoidable but the goal should be sought of operating the pro-

posed department from revenues derived from a single state payroll 

tax with a single departmental budget for·a11 purposes as part of 

the annual State budget. 

H. S-28 continues· State Rehabilitatiqn Commission and 

State Mediation Board unchanged. It would be better to make e·ach ... a 

divi$ion,· headed. by a single ca~eer man appointed by the depart-

ment head with the advisory function·s performed by _appointing 

competent persons to the general advisory Council on Employrnent 

Security. 

I. S-28 permits· the department head to reorganize staff 

bur•eaus. 'A practical difficulty may· be that· some are financed 

solely by special Federal appropriations. The most efficient 

system, if Fede-ral officials permit, would be staff bureau chiefs 

in cabinet of the department head with corresponding sections 

attached to each operating division with administrative control 

by division head and functional. control and coordination by staff 

technical chief attached to departm~nt ·head. 

J •. :.A·· chart;,. is: attached illustrattng general outline 

of. a proposed Department of Employment Security, which is essentially 
' -

the present Unemployment Compensation Commission with addition of 

function of administering cash sickness payments law and with certain 

internal changes, . such as separating ciaims functions throughout 

from the ,iob placement functions. 



SENATE BILL NO. 28 

THE PROPOSED DEPARTMENT OF LABOR AND INDUSTRY OF :NEW JERSEY 

As related to the present Un~mployment Compe~sation 

Com.mission, Senate Bill No. 28 seems to.offer the following ad-

-vantages and disadvantages. 

GOOD POINTS 

1. CONCENTRATION .OF RESPONSIBILITY .• 

The bill concentrates responsibility for administration 

in one executive head, appointed by and fully responsible to the 

Governor. 

2. DEPARTMENTAL FUNCTIONS ARE RELATED QUITE CLOSELY. 
l, 

The proposed De_partment of·- Labor_ and Industry. is charged 

with responsibilities that are sufficiently related.to belong 

together in one department. 

3. MAY PERMIT ECONOMIES IN USE OF STAFJ?S AND_ EQUTPNIB::NT. 

The bill permits better and more economical utilization 

of technical and staff bureaus. Almost all of the present bureaus 

of the U. C. C. could perform services i .. or the enlarged department, 

probably even more effi.ciently than to the prese!).t smaller U. C. C. 

The point might well .. be raised that it might have bee? s.till better 

if staff bureaus had been reorganized to serve the entire Executive 

Department of the State. For exa.mpl~, the overall conduct of 

training of state civil service employees should be a function of 

a State Personnel Department, rather than confined to one or two 

state departments financed by Federal Funds. As far as it goes., 
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Senate No. 28 can promote economy and efficiency if the Pederal 

and State Governments can agree upon a workable plan to utilize 

services of the two smaller e~isting departments for one larger 

department. A large state department can and should_ employ 

adequate technical and staff services for a considerably lower 

percentage of total administrative costs than two smaller de-

partments can possibly do. 

4. CONTINUES PJ,iESENT ORGANIZATIONS. BELOW .T.OP _ EXECUTIVE 

LEVEL. 

The bill fortunately permits the going organizations of 

the two existing departments, below the top administrative levels, 

to remain fairly intact provided the new Commissioner of Labor 

and Industry has the good judgment not.to turn things upside down 

in excessive zeal for reform. It would be particularly unfortunate 

for the morale and efficiency of the u.c.c. if it should have to 

undergo more revolutionary changes in its internal operations 

after the unfortunate experiences with Pederal seizure and ultimate 

restoration of the Employment Service. 

5. CONTINUES UNEMPLOYMENT COMPENSATION COMMISSION AS 

AN ADVISORY COUNCIL. 

The present u.c.c. is retained as an advisory council. 

The bill states specifically that the advisory council will in-

clude two labor representatives, two employers and three public 

representatives. 
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DEBATABLE POINTS 

1. NECESSITY FOR CONSOLIDATION. 

The pr_esent Depa1,')tme1~t of Labor and the Unemployment 

Compensation Commission are large, efficient and integr~ted 

departments. Each, in scope and size as they exist now, would not 

be out o.f place in the' reorga.riized Exe cu ti ve Department. The 

burden of proof is upon those who favor their union. The new 

State Constitution permits a maximum of 20 departinents. Leaving 

the U.C~C. and Labor Department intact, as now, would not bring 

the total number of departments too close to the permissible 

maximum_of twenty. 

2. 'TITLES OF PROPOSED DEPARTMENT AND ITS SUBDIVISIONS. 

The proposed title of the consolidated depai-1tment, 

'_'Depaptment_ of Labor and Indu~tryft, does not seem to be a fortunate 

one. It implies an·antagonistic division of interests between 

labor and management. Even ~f-~his exists,·the State would do 

well to minimize such divisions. I~ there is to be one such de-

partment, the name, "Department of Employment Security" might be 

better. Every function now performed by both depar>tments can 

logically and fairly be regarded as related to making the worker 

as secure as possible in his employment, or if his security, either 

economic or physical, is impaired, then to rehabilitate or compensate 

him, compensation preferably being under ari 'insurance plan. The 

present departments, do not directly serve employers as such, ex-

cept that by promoting the financial and physical security of 

workers, they maintain workers' purchasing power, improve labor 

relatlons- and 1,')educe the taxes for maintaining j_njured, ill or 
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unemployed1workers. Such takes are levied directly to a large 

extent upon employers, although most of this tax burden is 

eventually shifted to workers or consumers. The proposed title 

for the pres~nt u.c.c., (exclusive of the Employment Service 

Division}· is Division of Employment Security. This is entirely 

too broad a title, as the service of unffmployment insurance is 

only one of many ways whereby these two present departments pro-

mote· the employment security or workers. The best title ror the 

division would be "Division of Unemployment Insurance". Insurance 

is now accepted as a better understood and more appropriate title 

than compensation. 

3. REDUCTION OF THE UNEJ\IIJ?LOYMENT COMPENSATION COMMISSION 

TO STATUS OF A MERE ADVISORY COUNCIL. 

Advis'ory councils of all kinds are almost invariably 

useless fifth wheels. Busy and important men will not normally 

give time and-thought to merely advisory jobs. It is an ex-

cellent idea to center executive authority in a single head, ap-

pointed .by and responsible to the Governor. However, the experience 

and value·s of our Com_rnission· should be conserved. New York State 

offers us the best solution of this problem. They have an Un-

el'!1ployment Insurance Council, ·appointed by and responsible to 

the qovernor, I believe,_ which has the authority and resp-onsibili ty 

to make studies of unemployment insuran~e and to make independent 

reports to ~he Governor and Legislature._ The actual detailed 

work is done by an independent, permanent and c6mpetent research 

staff. I think that such an Unemployment Insurance Council, or 

better yet an Employme~t Security Council, of this type would be 
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excellent in New Jersey. This co1mcil should concern itself with 

every phase of la,bor legislation, pre.sent and proposed. It', 

rather than legislative committees, should be the body to hold 

the exhaustive hearings on proposed labor legislation, such as 

t~ose which preceded the enactment of the Non-Occupational Dis-

ability Payments Law. This independent and competent Council 

on Employment Security, with the aid of a well-paid research staf.f, 

should make a continuous study of the operation of the_Department 

of Employment Security and recommend needed changes to the 

Governor and Legislature. The Council's reports should be pub-

lished and circulated vvidely. This Counc'fl should be· a reasonably 

large body, composed of at least three representatives each of 

labor, capital and the public. Its regular meetings should be 

quite infrequent, perhaps only once or twice a yea~ and its pres-

tige should be so great that it could cormnand the services of the 

:most outstanding and eminent men a_nd women in the State. The law 

creating this Council should stat.e specifically that its members 

would not be permitted to engage in routine administrative duties 

or, in fact, have any executive power at all. This should be 

the only council of its type connected with the. proposed Depart-

ment of Employment Security. It is a mistake to have separate 

advisory councils .for any of the four divisions. The work of 

the proposed divisions is so integrated that a competent advisory 

council. should have the authority and ability to pass upon the 

pr~oblems of any one di vision· in the light of the overall problems 

of the entire department and indeed in the light of the economic 

needs of the entire state. 

The only proper functions of a worthwhile Council on 
. - - . 

Employment Security are as follow~, (1) It should represent 

competently the major e·conomic interests of the State in presentinc?; to 
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ing to the Governor, the Legislature, and the executive head of 

the Department of Employment Security (miscalled in S-28 "The 

Department of Labor and IndustryH) the views of their groups on 

the operations of existing labor l~=J°gislation and to inform them 

as to what changes 'in labor laws and their administration are 

desired by and would be acceptable to their economic groups. 

(2) Council members should be ambassadors between and among the 

gove1,.,nme.ntal bodies, ·employers, labor organizations and civic 

bodies concerned with labor legislation to promote understanding 

and harmony ~mong the economic· groups in the State and to aid in 

educating their publins in the pur~oses and values of labor laws, 

present and proposed •. ( 3) The. Counc.il should be competent to 

appoint, and give general. oversight to a permanent civil service 

staff of rese.arch technicians in this field and to evaluate their 

findings and reports. (4) The Council should have such a des:erved 

reputation for independence, impartiality, · competence and public 

spirit that their published.reports would command and deserve 

general recognition as the most unbiased, complete and authoritative 

studies in their field. These studies should be recognized and 

accepted bases for appropriate legislation. Such official~ 

councils, even more than private organizations such as the Prince-

ton Survey, shoul.d be the bodies to make and publish authoritative 

studies on governmental problems in New jersey. 

No com.mission or advisory council should appoint:, con-

trol or interfere with executives of a governmental department. 

They should never engage in administrative or executive duties 

within any department. They should be men and women o:f af:fairs 

in the state, who are too busy and too important to consider wast-

ing their time on detailed work appropriate for salaried executives 

and civil service technicans. 
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A good advisory council is primarily and chiefly valuable 

for doing a good public relations job. It should be independent, 

competent and· important enough to tell even the, Governor, the 

legis,lators and the department heads what the public really thinks 

of the work of the bureaucrats and how they could do better jobs. 

It should have 'the ear and respect of the public so that when it 

issues statements, written or o~al, on labor problems their 

counsel will be respected and followe.d. Most important, its 

members should be above all suspicion of being mere fronts or 

stooges. for the department or the political chiefs of state 

government. 

4. TITLES Al\TD APPOINTMENTS OF EXECUTIVE HEADS IN THE 

PROPOSED DEPARTMENT. 

The executive head of the proposed department should 

be given. the title of nsecretary of' Employment Securi tyn or "Ad-

- ministrator of Employment Security". It is a -misnomer to call 

the single head of a depa1,,tment, 11 Commissionerff, which implies 

membership in a commission. '11he present reorganization of" the 

Executive Department of New Jersey would be an opportune time to 

adopt a uni.form and cons is.tent series of titles for state ex-

ecutives and supervisors. The single heads of all departments 

should be known as Administrators· or Secretaries, except f'or a 

few traditional.titles such as Attorney-General. The heads of 

major di visions should be called Directo1,,s. The chiefs of bureaus 

should be called Chiefs and the heads of sections should be called 

Supervisors. Incidentally, it would- be an excellent idea if' thes'e 

titles, like comparable milit~ry titles, indicated uniform rank 

and salary ranges throughout the .entire executive branch of -State 

Government. The second part of the title should denote specialized 
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func tion as, for ,example., Chief of Benefits. 

The present bill., S-28, is a step backward and is a 

direct violation of the spirit of the new State Constitution, in 

that it provides for the appointment of the four division directors 

by the Governor with the advice and consent of the State Senate. 

The Governor should not be concerned with such- detailed patronage 

problems. His one job should be to secure a qualified head for 

the Department. He should select ari Administrator who is com-

petent to appoint his own chief lieutenants. As a counsel of 

perfection., I believe firmly that all on the State payroll with-

out any exceptions, in the Executive Department of the State 

Governmenti except- those named in the Constitution itself as 

,elected or appointed officers, should be in the classified Civil 

Service, appointed after appropriate competitive ex~inations, 

either open or promotional• It is intended that the actual 

operating chiefs., below the make1'?s of high policy., shall be 

career men. There is no greater assurance that they will be career 

men, in actual fact, than to ma..~e their appointment conditional 

upon honest competiti.on and their tenure secure., so long as they 

perform their duties efficiently. These objectives can best be 

attained by honest, open Civil Service competition. Nothing will 

promote the morale of the classified Civil Service more than a 

well-founded belief that a capable employee can aspire to high.,-

secure and well-paid administrative posts on merit in competition 

with his fellow employees and without conce~ning b.lmself with 

nolitics. 

5. SEPARATION OF THE,EMPLOYMENT SERVICE 

-I have worked in or in close relationship to the New 
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Jersey State Employment Service for thirteen years. I thin_~ 

that it would be a grave mistake to make it a separate and 

equal division of the proposed Department of_ Labor and Industry, 

especially, if the Emp:i-oyment Service combines the two .functions 

of' job placement_ and the administration of unemployment compen-

sation at the local office level. If the Employment Service should 

be made an equal and independent division of this proposed depart-

ment, then it is imperative, in the interests of_proper adminis-

tration, that the entire operations of unemployment insurance should 

be delegated to the proposed Division of Employment Security. The 

present division of control of claims is extremely unfortunate, 

even in the present relatively small and integrated U.C.C. There 

would be ·a tragic division. of authority and functi,ons if the 

claims processes were cut in two by the separate and rival juris-

diction of' two equal divisions, coordinated only at the level of 

the department head. No man.occupying the position of head -of 

so large a department could make such a plan work as he could not 

personally supervise or even understand the necessary technical 

coordination of the two divisions. 

The Employment Service now has two.major responsibilities 

(1) It serves as a job placement agency to all desiring its 

seryices, whether employers or workers .. Under present law, its 

services in this field are largely of a voluntary nature in com-

petition with a nwnber of other private employment sources. (2} 

Its other chief function is to assist in the administration of 

unemployment insurance by exposing claimants to suitable jobs and 

by handling claims in local oi'.fices.. In this claims function the 

Employment Service is, to some extent·, exercising the compulsory 

police power of the state. The philo_sophy and practice o·.r trying 
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to combine a ~ompetitive business, dependent on the good.will 

of employers and workers, with a compulsory state welfare agency 

have always presented problems which, so far, have never been 

solved satisfactorily in any State or in any free nation of the 

world which has combined unemployment insurance with voluntary 

job placement. It is high time that the people and their law 

makers should make up their minds as to just what a public Employment 

Service should do. If' the Employment Service is to qe a com-

petitive job placement business, it should be run as such. It 

should not be handcuffed by incurring the ill-will of employers 

and workers by also having to act as an impartial aQ.ministrator 

of a law not entirely popular with labor and capital. There is 

a grave question under the American way of life whether the govern-

ment ought to operate a job placement agency, except as a welfare 

service for exploited labor of the type of the most ignorant 

classes of domestic, migrant and industrial labor. For other 

types of labor the present employment sources,under private 

management i'ill more than 90% of the jobs. The plain truth is 

that, in times of peace and prosperity, public employment services 

would starve unless associated with unemployment insuranqe. It 

seems sensible to face this fact squarely. As a permanent policy, 

·the American people seem willing to support free public employment 

offices adequately only as adjuncts to unemployment insurance. If 

this is to be so, then it would be better to limit their services 

solely to claimants, but it would also be socially desirable to 

have every wage earner in.the nation covered by unemployment insurance, 

including all employees of Government, except those elected or 

holding secure tenure. 
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6. BOARD OF REVIEW AND APPEALS TRIBUNALS AS QUASI-

JUDICIAL BODIES. 

It would be an advantage in government if we dropped 

the hybrid title of ttquasi-judicialtt. The term "quasi-judicial" 

reminds one too much of the lowly mule, who has neither pride of 

ancestry nor hope of posterity. It fs fundamentally opposed to 

our American constitutional doctrine of the separation.of powers; 

legislative, executive and judicial. In a Department of Employ-

ment Security there should be ample and inexpensive opportunities 

for employers and workers to obtain prompt, adequate and just ad-

ministrat-i ve reviews of the acts of ·the department be for~ impartial 

tribunal~_ not parties to the original administrative decisions. 

I think that it is a serious error to have any quasi-judicial 

board within an executive department. It diffuses·responsibility. 

The ~dministrator of Employment Security should be 

legally and actually responsible for all legal decisions and 

all operations of his department.. He should have disciplinary 

control over all personnel ,of his department. In unemployment 

insurance he ~lone should be· ultimately responsible for-ad-_ 

ministrative action on all phases of contributions and benefits. 

Contribut_ions and benefj_ ts are inseparable Siamese Twins. Any 

appeals board& should act as his deputies, not as independent 

courts. 

I am fully aware that the U.S. Social Security Act re-

quires ttopportunity for a fair'hearing, before an impartial tri-

bunal, for all individuals whose claims for unemployment compen-

sation are denied". This memorandum is intended deliberately to 



be a relatively brief treatment of .fundamental issues of social 

policy in the field of employment security, not a mere state-

ment of what is or shoul.d be practicable under existing State 

laws or what it is practicable to obtain easily by amendment of 

State· Jaws•._·, Federal laws on employment security are not like 

the laws of the Medes and Persians, forever fixed and unalterable. 

I believe that it could be argued with reason that 

appeals tribunals and boards of'review acting as agents of the 

head of the department can and should be 11 impartial" within the 

.meaning o.f this clause. I think the language of' the Social 

Security Act is susceptible of being interpreted as meaning that 

the operating chiefs, who hand do.wn determinations on benefit 

claims, employer status or contribution liability should not 

sit in judgment on their own acts. Moreover-, if a state un-
1 

employment insurance" law provides for prompt, inexpensive and 

just settlement of such cases b.y_the high courts of the particular 

state I ·do not see why this would not be complete compliance with 

the mandate of the U-.S. Social Security Act. 

I object to the clause in .the Social Security Act as 

being unfortunate discrimination aga1nst employers and also as 

representing an unrealistic separation of the contribution and 

benefit aspects of unemployment insurance •. I repeat that contri-

butions and benefits are inseparable. Siamese Twins •. The appeals 

bodies or courts at all levels, in considering cases arising 

under the ope·rations of an unemployment insurance law, should 

have equal jurisdiction over employer liability and benefits ,to worlcers. 

I would urge therefore that the State of New Jersey initiate a 

movement to amend the U.S. Social Security Act as follows: 
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Section 303-(3) - Opportunity for fair hearings be-

fore impartial tribunals for all individuals whose claims for 

unemployment compensation are denied and for all employers who 

protest administrative decisions on their contribution liability, 

including determinations of claims which may affect their ex-

perience ratings 1. Hearings and decisions by competent boards of 

appeal, appointed by and acting as agents of the head of the 

state unemployment compensation agency, shall be deemed impartial 

tribunals for the purposes of this Act. Provided, further, that 

the opportunity for a fair hearing shall include a provision in 

the state unemployment comp·ensatio_n law for effective opportunity 

for any interested party to appeal to the higher courts of the 

particular state. 

Those, acquainted with the .facts of life, realize that 

.the general public is suspicious of the actual independence of 

·the so-called ttquasi-judicial" boards of appeal. They find it 

difficult to believe that the head of the department,who appoints 

their members and who is supposed to .have some degree of ad-

ministrative authority ove1~ the boar~ds he appoints, does: not 
-

have any· authority over their decisions. I believe the public 

instinct is sound. The situation is absurd and hard to credit. 

It embarrasses both the department head and the members of the 

appeals boards. I cannot too strongly urge that the final 

responsibility for all actions of the state unemployment compen-

sation agency Bhould rest on~ man, the head of the department. 

It is well that he should have competent appeals boards to ad-

judicate differences between the pub~ic and his operating chiefs, 

but their decisions should ultimately be his decisions. The 
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head of the department should never be forced into the em-

barrassing situation of explaining to the public that he has 

no legal authori.ty over the decisions of tho:s_e ·.who .app.e_ar. __ to be 

subordinate employees in his department. 

If the dispute between the agency and any of the 

public it serves becomes more than a request for careful ad-

ministrative review by the responsible head of the department 

and becomes an issue between the agency itself and the public 

then there should be every facility for prompt and inexpensive 

adjudication by .a competent court of law. That is ·precisely 

why we have the separate judiciary and if it is too difficult 

to get prompt and not too costly justice f'rom our courts then 

the remedy lies. in reforming the courts, not in cluttering up 

administ1~ative departments with independent "quasi-judicial" 

boards. 

7. FINANCING OF TEE PB.OPOSED DEPARTMENT·UNDER.EXIST-

ING LAWS, S.TATE AND. FEDERAL. 

The financing and budget-making of the new department 

will be a nightmare. The New Jersey Legislature lacks authority 

to establish a simpl9,;orderly and economical fiscal system for 

employment security, but it would be unfortunate to pass up the 

opportunity to influence public opinion toward the creation of' 

a sound financial basis for the employment security program. In 

brief, this could be best accomplished by amending the Federal 

Unemployment Tax Act to ailow 100% credit for employer contri-

butions to ,approved state unemployment insur~ance funds. Theri 

the State could levy a single uniform payroll tax on all em-
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ployers and workers in New Jersey to finance both unemployment 

and disability insurance. Even the combined Department of Labor 

and Industry could be financed legitimately by such a payroll tax. 

I know of-no function of either the present Labor Department or 

the UeC.C. which does not minister directly to industry and, as 

such, according to the benefit theory of taxationj the cost can 

be a legitimate charge on industry. A fair measure of qenefit 

would be the payrolls of employers. All functions of the pro-

posed department could well be financed by a simple uniform pay-

ro11 tax covering al1.employers and all wage earners. There 

should be a single budget for the agency. This budget should be 

part of the annual State Budget enacted by the State Legislature. 

There should be proper allocation of tax sources among the Federal, 

State and Municipal Gove·rnments and a corresponding modernization 

and· allocation of appropriate functi_ons to these various levels 

of government, so·that there could be no need for Federal grants 

to states or State grants to municipalitiese 

8. CONTINUANCE OF THE STATE REHABILITATION AND STATE 

MEDIATION BOARD IN THE NEW DEPARTMENT. 

S-28 transfers these two commissions to the new depart-

ment, but gives the new Commissioner of Labor and Industry little 

or no control of appointments of their personnel or over their 

duties. This• is another anomaly in government. There could very 

well be a Division of Rehabilitation and a.Division or Mediation 

in the proposed Department of Labor and Industry, each headed by 

a single director, appointed by and responsible to the Connnissioner 
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of Labor and Industry. The old rule of many minds for counsel 

and single man,for command holds good here as always .. If the 

functions ·of ·rehabilitation and mediation require the advisory 

services of citizens of eminence in these fields, this problem 

could be met best by appointing qualified citizens to the Council 

on Employment Security, which would function as an advisory and 

review body for the entire department. The Council could divide 

itselr informally into panels concerned with separate phases or 

employment security. 

9.- DUTIES OF STAFF BUREAUS 

S-28 is vague on the subject of .staff bureaus. The 

proposed Commissioner of Labor and Industry apparently could 

reorganize the.se bureaus at his pleasure. , The practical· 

difficulty is that some of these bureaus, such as Public Relations 

and Training, are not authorized for State departments but are 

encouraged by the Federal Gove1.,nment and aJ?e now financed by 

Federal funds. This would hamper the Corn.missioner of Labor and 

Industry in making the best use of the technical services of 

staff bureaus or of the technicians and machines of operating 

bureaus. This is again an argument for the support of such a 

department by a single State payroll tax and a single .state budget. 

Authorities in personnel administration agree that the chiefs of 

staff functions should be members of the immediate cabinet of the 

chief executive of a department~ However, it• is entirely possible 

that such a function as staff training, for exrunple, would have 

the Chief Training Advisor on the personal staff of the Commissioner 

of Labor and Industry with fairly large training sections attached 

to each admi"nistrative division.. The director of each division 
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would have administrative and housekeeping res.ponsibi.li ties 

for these technical staff sections, but the chief specialist on 

the. Commissioner's staff would exercise functional control of 

his part_icular specialty throughout the entire department, sub-

ject only to the department head. 

The strongest argument for continuing the existing 

Unemployment Compensation Commission as the Department of Em-
\.. 

ployment .Security, with the Employment Service as an indispensable 

branch thereof', is that the greater part of the funds for the 

financing of unemployment insurance and employment service are 

and wi11 continue to _be derived from Federal appropriations. 

Rightly, the U.S •. Government jealously demands tb.'at every cent 

of Federal appropriations shall be spent for purposes authorized 

by Federal law. Federal agencies forbid any expenditure of 

Federal funds for salaries; rents or other costs incurred i·n 

any de_gree for functions authorized only by State law. It is 

far better, as long as present laws continue, to have a Depart-

ment of Employment Security, employed almost entirely on functions 

supported by Federal funds and staffed by employees familiar with 

Federal laws, poli.cies and administrators and a s1eparate State 

Labor Department supported almost exclusively by State funds and 

administerlng purely State laws. This is the only practicable 

way to prevent endless conrusion and wrangling between the United 

States Government and the State of New Jersey while present laws 

governing grants to states continue in force.· 
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I have tried in this analysi~ of Senate Bill No. 28 

to comply with your directio,ns in your memorandmn of May 17, 

except that the analysis may not be as concise as you might wish, 
- ' 

but this whole subject could very well be treated in a more com-

prehensive report·. This might well have been done by a competent 

and impartial commi tte'='. of eminent citizens, . such as you appointed 

when you were Governor to study the subject of Unemp~oyment In-

surance and to recommend appropriate legislation. The subject 

of employment security is so vast and complex that I do not think 

that the harassed reorganization commission has had time to make 

as thorough study of the subject as its. importance justifies. 

The. attached chart represents.outlines of a proposed 

Department of Employment Security. The appeals boards are to 

be retained in the Department of Employment Security but appointed 

by and responsible to the Administrator of Employment Security, 

but not to be "quasi-judicial" boards. 

EXPLANATION OF CHART 

Under this plan proposed in this chart, the Adminis-

trator of Employment Security would be responsible for all re-

quests for review filed by contributors or claimants against 

decisions made by the operating divisions. As the head of the 

department would not be presumed to have the technical knowledge 

or time to handle such requests for review personally, this 

function would be administered by a new staff bureau headed by a 

Chief of Reviews who would direct the activities of the necessary 

Referees. If necessary, these ~eferees would be specialists in 

the separate techniques of status, contributions, benefits etc. 

They would conduct informal hearings and render decisions binding 
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on the department in the name of the head of,the.department. It 

would however be explicitly stated in the law that the head or the 

department at any time could remove a case to himself, conduct 

hearings personally,, make decisions and review and reverse the 

decisions of any Referee. They would be definitely his agents, 

not independent quasi- judicial officers 'in any sense. Any nReferee 11 

not subje't~t to a department head in all respects should be formally 

a judge, not an employee in the Executive Department. 

The chart also presumes the necessity of a Director of' 

Staff Services to direct and coordinate the activities of staff 

bureaus so as to relieve the head of the department of such de-

tailed duties. This plan assumes that, •in the internal operations 

of the department, the department head would work normally with 

two principal subordinates_, the Deputy Administrator of Employ-

ment Security, who would direct all line divisions, and the 

Direc,tor of Staff Services, who would direct all staff activities. 

Normally, the:head of the department would not have either oral 

or written communications directly with division directors or 

staff bureau chiefs, although he would retain the right to deal 

directly with any or all of his subordinates. This would relieve 

the department head of a great deal of routine supe1'?vision, thus 

freeing him for his major duties of framing policy and handling 

important relations with outside ·agencies and the public. 

The chart proposes a direct line of authority over 

claims functions from the local claims office through the Deputy 

Administration of Employment Security to the ,head of the depart-

ment. This presupposes that the local offices will be housed in 

one building in each city, but that the offices and personnel of 

the unemployment insurance staff will be in all respects separated 
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from the ernployment service offices and staffs charged with job 

placement duties only. The local claims ,offices might be in the 

Bureau of Benefits under ·the Chief of Benefits, but the local 

office claims function s'eems to be' sufficient in scope and size 

to warrant a separate operating bureau 1..m.der the Deputy Ad-

ministrator of Employment Security, who would succeed the present 

Director of' Unemployment Compensation. Mr. Frank Judge should 

properly hold the proposed new title of Deputy Administrator of 

Employment Security. 

The chart gives a skeleton outline of a suggested Division 

of Temporary Disability Benefits, or whatever title is given to 

the division handling cash.sickness benefits. Even if the routine 

processes of handling contri·butions and claims under the Temporary 

.Disability Benefits Law are.handled by oµr present operating 

bureaus ·there seems to be a necessity for.-~ separate division to 

a1minister other phases of the Temporary Disability Benefit Law, 

which do not fit well into ·the duties of our present divisions· 

and bureaus.· 

The chart puts the Board of Review and kppeals •Tribunal 

into a separate Division of Appeals. .I am convinced that, even so, 

. the law should be runended to give. this Division authority over all 

formal appeals, both on contributio'ns and benefits, and the Board 

of Review and Appeals Tribunals should cease to be independent, 

quasi-judicial bo~rds. They should be appointed by and responsible 

to the department head. Their decisions sb.ould be made in his 

name and under his authority. In extraordinary cases he should 

have the power to reverse their decision~, subject to present right 

of appeal to the Superior Court. 
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Even under this system I think th~t there is a use-

ful place for a staff Bureau of Review to include Referees, who 

would handle in.formal requests for review by employers or workers, 

prior to filing of formal appeals to be handled by the Division 

of Appeals. These Referees would act as investigators and ad-

justs.rs in all phases of operations of the Department. The 

principle is that operating bureau chiefs would handle only routine 

business. Whenever any interested employer or worker questioned 

the routine decisions of an operating bureauJthe Referees, not , 

the operating bureau chiefs, would investigate and, if possible, 

a·djust the case to avoid the expense and delays of formal appeals. 

If they failed,then the for~al appeals boards would take juris-

diction. 
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